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SENSE AND SENSIBILITY: OR, HOW SHOULD
SOCIAL STUDIES OF FINANCE BE(HAVE)?

A MANIFESTO

by

Alex Preda1

Department of Sociology
University of Bielefeld
Preda@uni-bielefeld.de

Winter is the season of balls, social science workshops, and literary salons; it is the time when
young debutantes feverishly rehearse their waltz figures, revise their wardrobes, set out to
impress the world and attract swarms of suitors, all gentlemen of high intelligence, money,
and power. But it is also the time when tutors and friends, anxious about the social success of
their young protégées, review available options and try to make some last-minute corrections,
hoping to improvements in appearance and demeanour.

Well, it looks like in the past two winter seasons or so there has been a new debutante in
town, one on whom many a tutor has pinned his or her high hopes: Miss Social Studies of
Finance. Will she make a good impression on the world? Will Wim take her to waltz? Will
she ever hear Alan's adoring, imploring voice, while he crouches at her feet: "Miss SSF,
you're the brightest light in our salon. Do you think I should really raise those interest rates?"
Will he eventually bring her to the Fed Board of Directors' altar? And what about Miss
Economics, the old darling of ballrooms (and boardrooms as well), the uncontested belle of
social science salons? Gosh, she must have been through cosmetic surgery a million times
now, but she still manages to turn all heads around. How shall our young protégée behave
toward her? Can she ever hope to take her place? To be adulated as the new queen of the
social sciences? And how should she behave toward Ol' Miss Political Economy, another
distant relative, who of late makes a spinsterish, waspish, grumpy figure, mostly sitting in a
corner, criticizing everything, and darling, the other day I overheard her saying that global
financial markets are not such a good thing, if you can imagine that, ha ha ha... Surely our
protégée does not want to be waspish and sour. She'd rather marry some obscure French
physician from the province, some guy who stares all day long at the microbes on his Petri
dish; oh yes, she'd rather go live a dull life in some godforsaken town where the only
entertainment is provided by the local strawberry market and the networks of old ladies with
their knitting needles and their funny artefacts... And on the top of all that, some have
suggested she'd better emulate Social Studies of Science, the enfant terrible who dies her hair
green, is hooked on deconstruction, and would buy her clothes from Vivienne Westwood, if
only she had the money...

Questions upon questions.... Well, since no (would-be) tutor can resist the sweet poison of
giving advice, here are some very modest proposals for our debutante. Actually, they are not
exactly advice, nor definitive answers, but rather a way of opening a (necessary) discussion,
the bread and butter of every salon (be it even virtual). In any case, here they are:

1. Many an effort has been spent on showing that the theoretical premises of
neoclassical economics are wrong, that her notion of rational behaviour has no

                                                
1 An electronic version of this text was posted as the first editorial of the Social Studies of Finance discussion group.
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empirical counterpart, that her concept of economic actors' preferences is not met
in practice, at least not in this galaxy, that externalities play a greater role than one
might think, and that every ethnographic observation seems to refute the
neoclassical market model. Should then Social Studies of Finance go all the way
on, to show how false the theoretical assumptions of the neoclassical economic
theory are? This may certainly seem a tempting way. A new queen of the ball, at
last! But the point is, neoclassical economics is not a theory. It is a social practice
and, as such, it is not merely true: it is lived. Therefore, there is little hope (if any)
of replacing it by criticizing some abstract general models. At this, point, we
should perhaps reflect about whether such models, which are touted from time to
time in popular accounts of economics, really play an important role in the social
practice of neoclassical economics. And besides, as Harvey Cox (The Atlantic,
March 1999) has put it, The Market is more of a religious metaphor than a
scientific concept. Rather than that, I'd like to argue here that the myriad of minute,
concrete studies and models (which make little use if any of the 'big' concepts) are
by far more important from the practical point of view.

2. Since Social Studies of Finance will never come to replace financial theory (let
alone neoclassical economics), she should become this latter's shadow. In one of
Akira Kurosawa's later films, Kagemusha, the samurais hire an old no-good,
clownish drunkard to replace the old warlord who has died of a battle wound. The
death must be kept secret and the drunkard becomes the warrior's shadow, a
Kagemusha; as such, he is indispensable to the samurais continuing the fight on
behalf of their dead master. I would argue that it is exactly here that the chance of
Social Studies of Finance lies: in becoming an indispensable shadow in the study
of financial markets. What I mean with this is the following: Social Studies of
Finance should provide key financial theory concepts like noise, portfolio,
arbitrage, and the like with social translations – that is, with descriptions of the
empirical counterparts of formal models. These translations would open up such
concepts and their associated formal models to the (minute) scrutiny of empirical
social processes claimed to underlie them. A fruitful dialogue with Behavioural
Finance can be opened here. The consequence is that, instead of focusing on the
'big' economic concepts (like that of 'market'), Social Studies of Finance would
focus on the 'small', but key ones. She would be the social shadow of formal
financial models. And remember: any model of financial markets which loses its
shadow (or cannot have one) is nothing but voodoo economics.

3. It is standard wisdom nowadays that the key concept, the cornerstone of financial
theory (and of economics) is that of information. I would argue that here lies
another big chance for Social Studies of Finance. In financial theory, information
is mostly blackboxed, or seen as being mirrored by securities' prices. A key task
would be to open up this concept and push it to its ultimate consequences. This
means (intensely) examining and describing the mundane side of information; not
only how it is produced and distributed, but, most and foremost, the actors'
mundane methods for documenting the veridicality, reliability, and relevance of
(financial) information; the categories they employ in producing, handling, and
channelling information; the knowledge and skills required by these activities. I
guess there is something to be learned here from Social Studies of Science. In this
respect, we should not be afraid of detailed descriptions of facts, done in such a
way that "all factuality is already theory." I did not invent this last one; Goethe did.
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4. An epistemic history of financial markets is more necessary than ever (well, yes,
this is a pro domo argument). We may know a lot about their institutional history,
or about capital flows, but (let's face it) we know next to nothing about the
historical forms and dynamics of financial knowledge. A couple of days ago, I was
asked about the historical statistics on the holders of financial securities in 19th

century Western Europe and North America. It dawned on me that there is a big
hole here. We may know something about this or that joint-stock company, but we
know about nothing on the historical dynamics of holding and investing in
financial securities at the (trans)national level. So, there's plenty of work to be
done here, both quantitatively and qualitatively.

5. Bringing knowledge in should not mean leaving human actors out. In the past two
decades or so, the North American version of economic sociology has stressed the
networks aspect – that is, the role played by the economic actors' relationships, be
they political, cultural, or personal. But the cognitive side of economic processes
(and of financial markets too) has been largely neglected. There are a few big
exceptions here: big indeed, but few. On this side of the Atlantic, economic and
financial sociologists, lured by the suave, sophisticated smell of the Eau d'ANT
manufactured in Paris (actually, I like it myself), have given plenty of attention to
the trading floors' cognitive processes and epistemic arrangements. But, somehow,
miraculously, human actors have been lost on the way. Setting the focus on the
implementation and working of exchange algorithms has somehow led to brushing
aside the role of gossip, clique-building, asymmetric information, and personal
connections which, alas, are only too human. The unintended effect has been one
of morphing financial sociology into a variety of rational choice theory:
sometimes, it looks as if we were witnessing a huge rationalization process in
which a universal rational formula replaces the myriad of local interests and
connections formerly at work on the trading floor. This can be easily mistaken as a
new enlightenment, but we should know better. We should not commit the
teleological fallacy of writing the history of financial markets as a history of
progress. Therefore, the question, in my view, is not to focus on financial
automatons at the cost of leaving human actors out (or vice versa), but to focus on
the complex interplay of rationalized financial representations (and instruments),
on the one side, and local forms of knowledge (like gossips), on the other. Keeping
human actors in would also mean focusing on two key aspects: the human body's
and the language's role on financial markets. There is a very strong anthropological
tradition which has stressed the role of the body in economic exchanges: if Social
Studies of Finance would decide to ignore this, she'd have some explaining to do.
But I hope she better not.

6. Go molecular. This is basically a reiteration of the above. I suggest here that Social
Studies of Finance should abandon big questions in favour of small things, and
should develop into molecular descriptions of various forms of financial
information as forms of social order. Rather than aiming at explaining the notion
of market once and for all, we should aim at describing markets. And we should
not be afraid of not delivering the Great Unified Market Theory. Maybe the
strength of Social Studies of Finance lies exactly in such a non-commitment to a
Great Theory.

7. We should not be afraid of critical stances. After all, there is something about Ol'
Political Economy's vitality. A good portion of it, I think, comes from the ability to
formulate (penetrant) criticisms of the various aspects of global capitalism. But I
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would also suggest here that Social Studies of Finance should ground her
criticisms in critique. I take this latter in a Kantian sense: as a thorough
examination of the social conditions of the possibility of financial markets. The
example of Social Studies of Science has shown that some of the most penetrant
criticisms (and the ones to trigger the most violent counter-reactions, we should be
aware of that) have come in the form of thorough, well-founded empirical
analyses, not of mere diatribes. Moreover, another (relatively recent) strength of
Political Economy has been her interdisciplinarity: the ability to draw on a variety
of disciplines like political science or geography. Social Studies of Finance should
preserve this ability.

Well, it looks to me like seven proposals are more than enough for testing the readers'
patience, at least for the time being. But please keep in mind that they are meant as Sense and
Sensibility, not as Pride and Prejudice. As such, they are of course incomplete; this is the
opening of a discussion (necessary, I think), not the ultimate wisdom.


