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Note from the editor

“The laws of economics.”
Economic devices,
economics, economists,
and the making of the

economy

Olivier Godechot

wenty years ago, Michel Cal-

lon edited The Laws of the

Markets, a groundbreaking
volume that substantially redefined
economic sociology by resetting the
relationship between sociology and
economics (Callon 1998). Many arti-
cles in economic sociology at that
time started (and still do today) with
sharp criticism of neoclassical eco-
nomics. The latter was censured for
being overly simplistic and complex,
overly reductionist and irrelevant.
What is more, two centuries of re-
peated criticisms were largely ig-
nored by the economic mainstream
and its course was barely affected.
But instead of ritually blaming eco-
nomics for what it is, Michel Callon
invited us to study what it does: “eco-
nomics, in the broad sense of the
term, performs, shapes and formats
the economy, rather than observing
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how it functions” (Callon 1998).
Through this radical proposition,
Callon fully launched in economic
sociology the research program on
“performativity” whose roots were to
be found in linguistics (Austin 1962)
and which had earlier been imported
into sociology by Pierre Bourdieu
([1982] 1991) and successfully ap-
plied by Marie-France Garcia-Parpet
to the study of the creation of an auc-
tion market ([1986] 2007). Callon
also oriented this research program
along the performative dimension of
technical devices that are usually
thought of as neutral and transpar-
ent, such as formulas (MacKenzie
and Millo 2003) and algorithms
(Muniesa 2000 and 2007). This re-
search climaxed with a study of the
impact of the Black/Scholes formula
on option pricing in financial mar-
kets (MacKenzie 2006).
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On this basis, the study of the performativity of
economics emerged initially as a sub-branch of Sci-
ence and Technology Studies applied to mathematical
neoclassical economics and its algorithmic devices,
such as market-matching algorithms (MacKenzie,
Muniesa, and Siu 2007). However, the development of
this research program and the controversies surround-
ing its validity (Miller 2002 and 2005; Callon 2005) led
to a widening of its scope, its objects, and its methods.
Callon reformulated his concept in order to enable a
much more plural notion of economics’ performativ-
ity (Callon 2007). Both “confined economics” (that is,
academic economics) and “economics at large” (actors
in the economy) contribute to the “performation” of
the economy, which is far from unilateral. “Performa-
tion’s struggle” happen both within and between those
two groups. Thus Callon invites us to go beyond so-
cio-technical agency and to consider also the spheres
of economics and of the economy, their resource
structure, their instances of legitimation, and their
forms of power. This redefined program therefore
comes together with research in the sociology of sci-
ence that analyzes the core structure of the field of the
discipline of economics (Lebaron 2001; Fourcade
2009; Godechot 2011; Fourcade, Ollion, and Algan
2015). It also builds a bridge with political economy,
an important stream of which is devoted to the role of
institutions in the making and regulation of the econ-
omy (Woll 2014). More particularly, these national
and international institutions, especially the economic
ones (central banks, the OECD, the IME, the European
Commission, the World Bank) are increasingly popu-
lated with economists, either “confined” or “at large”
While the balances of interests and power, between
groups of experts, and the social classes and nations
they represent do matter considerably, the types of
training and knowledge in which are they embedded
have a direct impact on how they frame economic
problems and try to find solutions to them (Fligstein,
Brundage, and Schultz 2017).

This issue of economic sociology_the european
electronic newsletter is devoted to the role of economic
devices, economics, and economists in the making of
the economy. It bears witness to both common agree-
ment on the fact that economics shapes the world and
also the plurality and interdisciplinarity of the ways of
approaching this phenomenon.

Liliana Doganovas article “Discounting the fu-
ture, a political technology” follows the path initiated
by the STS approach, applied to economics. She shows
the performative impact of a central economic device,
the Discounted Cash Flow accounting formula (DCF),
which makes it possible to establish the value of an as-
set based on its future returns. However, she also goes
beyond the STS tradition by concentrating on various
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uses and distortions of the formula in order to encap-
sulate moral considerations.

The piece by Marcus Wolf, “Ain’t misbehaving.
Behavioural economics and the making of financial
literacy;” also shows how economic literature changes
reality — or at least tries to do so. Rather than sticking
to mainstream rational-actor theory, his article fo-
cuses on the opposite academic stream, namely be-
havioral economics, which rejects the validity of the
homo ceconomicus hypothesis. But while the premises
are opposite, the performation of the two streams are
far from conflicting: a coalition of actors concerned
with ordinary people’s irrationality wants to try to
turn them into rational investors by promoting finan-
cial education.

In “The dual messages of OECD economic sur-
veys — Observations from the OECD Economics De-
partment and the drafting and peer review of Eco-
nomic Surveys,” Maria Duclos Lindstrem takes us in-
side the Chateau de La Muette, in the heart of a lead-
ing economic institution, the OECD. She observes in
great detail the making and negotiation of Economic
Surveys. In an interactionist spirit, she shows how the
final estimates, the framing, and the wording of OECD
surveys are negotiated between the OECD and the
country delegates. In a sense, these surveys produce a
form of relational performativity. They do not reveal
the truth about a particular country, nor do they con-
centrate on modifications only of its national policy;
they are framed in a way intended to favour the adop-
tion of a given economic policy in all other OECD
countries.

Sebastian Heidebrecht’s paper “Central bank in-
dependence: economic common sense and economic
device” analyzes the factors that govern central bank-
ers’ economic policies. His first results are extremely
intriguing. At first sight, there is no clear link between
the degree of conservativeness of the European Cen-
tral Bank governing council and the degree of auster-
ity of its monetary policy. However, one must recall
that this unexpected indetermination was measured
during an exceptional crisis period, in which some ac-
tors, as shown by Lebaron’s paper, can escape social
determinism and adopt economic positions that are
not in line with what their social background.

Finally, Frédéric Lebaron, in “Autobiographical
narratives and the social-historical science of econom-
ics: a contribution to reflexivity?”, proposes to analyze
an overlooked but immensely rich source of material
for understanding the role of economists in the world:
autobiographies. Providing a careful contextualization
of their quest for justification, they uncover the details
of field struggles, and the structural, social, and per-
sonal forces that lead to successes and failures with
regard to the capacity to influence the economy.
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Discounting
the future:

a political
technology

Liliana Doganova
The political qualities

of discounting

recent article in the New York Times reported
A exciting news from research in psychology and

neuroscience: what best distinguishes us from
other animals is that “we contemplate the future” (Selig-
man and Tierney 2017). We should not call ourselves
“Homo sapiens” but “Homo prospectus” (Selig-
man et al. 2016). Psychologists and neuroscien-
tists have discovered that looking into the fu-
ture, consciously or unconsciously, is a central
function of our brain. The article mentions, for
example, a study of 500 adults in Chicago that
showed that they thought about the future three
times more often than about the past; and even
when they thought about the past, they could not help
thinking about the future implications of the past events
that they recalled.

This perspective stands in contrast with the ar-
guments developed in the sparse but now burgeoning
literature in economic sociology that has delved into
the issue of the future. Sociologists and historians have
shown that looking at the future is not an inherent
characteristic of human beings, solidly anchored in
their brains, but an ability, a habit, that they have ac-
quired gradually, and sometimes painfully. The foun-
dational work of scholars such as Max Weber (1930),
Pierre Bourdieu (1963), or Sidney Pollard (1965) sug-
gests that learning to look at the future, and envisaging
this future as open-ended, distinct from the past, and
ripe with opportunities, has been central to the devel-
opment of capitalism. More recently, Jens Beckert
(2016) has emphasized the ongoing relationship be-
tween the dynamics of capitalism and actors’ temporal
dispositions — more precisely, their ability to form “fic-
tional expectations” about the future. Studies of the
economy that take inspiration from science and tech-
nology studies (Callon 1998; MacKenzie 2006) have
shed light on how valuation devices and calculative
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tools derived from management and economics shape
the future we see (Giraudeau 2011; Pollock and Wil-
liams 2016) — and hence the future we will live in (the
“present future” and the “future present” in Luhmann’s
[1976] terms).

Looking at the future means making the future
count in the present. Interestingly, when one examines
precisely how the future is looked at, through what
lens, and with what instruments, it appears that we
tend to discount the future, rather than to make it
count. Discounting the future is a stylized fact and a
central tenet in economics. Because of individuals’ in-
herent preference for the present and the uncertainty
and risk associated with the future, which by defini-
tion cannot be known, economists’ argument goes, the
future is and should be (the descriptive/prescriptive
line is often ambiguous in economics) worth less than
the present. It is, and has to be, “discounted” when
made commensurate with the present. The scale of
discounting, the extent to which the value of the fu-
ture is reduced in comparison with the present, is what
economists call the “discount rate” A discount rate
eaual to zero means that the future is given as much

Liliana Doganova is associate professor at the Center for the Sociology of
Innovation, MINES ParisTech. At the intersection of economic sociology and
Science and Technology Studies, her work has focused on business models, the
valorization of public research, and markets for bio- and clean-technologies. She
has published in journals such as Research Policy, Science and Public Policy and
the Journal of Cultural Economy, and she is currently preparing a monograph on
the historical sociology of discounting.

weight as the present. A discount rate equal to 4 per-
cent means that the “present value” of 100 euros that
one will receive in one year is no more than 96 euros.
And the more distant the future is, the more it gets
discounted.

Discounting the future is often presented as a
neutral economic tool, which reflects the actors’ natural
dispositions to prefer the present or resent uncertainty,
and which enables us to make decisions based on ratio-
nal calculation rather than on subjective judgments or
even mere gut feeling. The argument developed in this
article is quite different. Discounting the future, I will
argue, is a political technology. Economic sociologists
should approach instruments such as discounting like
science and technology scholars have approached arti-
facts such as bridges (to take Langdon Winner’s [1980]
famous - although since then contested — example):
that is, like objects that have politics. The objective of
this article is to delineate the key “political qualities”
(Barthe 2009) of discounting the future.

The first and certainly most obvious political
quality of discounting is related to its role in making
collective decisions about resource allocation. Let me
illustrate this with a fictitious example drawn from my
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work on valuation practices in drug development
(Doganova 2015). Imagine a pharmaceutical company
faced with the following question: what is the value of
a future drug that the company’s research department
is proposing to develop? Is it worth investing in re-
search on the molecules that might, one day, lead to
the envisaged future drug? Or is another development
project more worthy? Such questions are addressed
with the help of discounting. A formula, known as
“discounted cash flow” (DCF) or “net present value”
(NPV), is used to assess the value of a future drug and
decide whether it should be developed. The future
costs and revenues that the drug development project
will generate during its life-span are estimated, and all
of them are discounted, so that, say, the costs incurred
two years from now are made commensurate with the
revenues achieved in ten years’ time. The sum of all
these discounted future flows indicates the “net pres-
ent value” of the future drug. The rule is then simple: if
this value is positive, the drug is worth developing.

This fictional situation is certainly less complex
than a real one: there would be many competing proj-
ects, resources may not be so scarce, and decisions
hardly rely on economic calculations alone. Still, dis-
counting techniques are the most widespread tool that
firms use to assess projects. In a survey on the valua-
tion practices of US companies operating in different
industries, 70 percent of the respondents (chief finan-
cial officers) declared they used discounting (more
precisely, discounted cash flow) “always or almost al-
ways” to decide which projects to finance (Graham
and Harvey 2001). This is in no way surprising, since
the discounting formula and the present value rule are
one of the first things that a business school student
learns. They are one of the first things that the reader
of a corporate finance textbook is introduced to.

Governments, too, use discounting to make de-
cisions about investments, but also about a number of
other matters that are increasingly thought of as in-
vestments: for example, whether to pass environmen-
tal regulations or whether to provide social services.
For example, the decision to pass environmental regu-
lations relies on comparison of the costs that such reg-
ulation would incur for industry now, and the benefits
that it will bring for society in the future (for example,
the value of the human lives that it will help to save),
with these benefits being discounted because they oc-
cur later in time.

Discounting is a political technology in so far as
it assists collective decisions about resource allocation:
which drug to develop, and more broadly, which proj-
ect to invest in. Decisions about the allocation of re-
sources are also decisions about the direction of inno-
vation activities and hence about the groups whose
needs will be taken care of and the new entities that will
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be brought into existence in order to do so: the patients
whose disease might be cured and the drugs, devices or
other treatments that these patients will live with.

Three other political qualities of discounting
will be discussed in the remainder of this article, which
are related, respectively, to questions of ontology, gov-
ernment, and identity. Discounting is an economic
tool that leaves an enduring imprint on the objects
that it encounters and shapes the characteristics of the
entities that compose our world. It is an instrument
for governing behavior that guides decision-making
in a myriad of places and instances through discrete
but no less consequential interventions. It problema-
tizes the very separation of the present and the future
by framing the debates that link our actions in the
present to those who will endure their effects in the
future.

These three political qualities of discounting
will be discussed through examples drawn from three
key episodes in the history of discounting (Doganova,
forthcoming). The first episode corresponds to one of
the first applications of the financial technique of dis-
counting to “real,” that is non-financial, assets, in the
writings of German foresters in the middle of the
nineteenth century. The second episode takes place in
the middle of the twentieth century, when discounting
the future spread into the practices of corporations, in
particular through the discipline of capital budgeting.
The third episode is related to the increasing impor-
tance of discounting in addressing environmental is-
sues; it will be sketched through two brief examples:
the challenges of banning asbestos in the 1980s in the
United States, and current debates on discount rates
and climate change. None of these episodes will be
treated with the rigor it deserves; the objective of this
cursory glance at the history of discounting and its po-
litical qualities is to give the reader a sense of how we
have come to look at the future in such a way - by
discounting it - and why this matters.

Valuing and managing

Forests were one of the first “real” objects to which the
technique of discounting the future was applied (for a
more detailed analysis of this episode, see Doganova
2018). To understand the reasons for this encounter
between discounting and forests, and its implications,
let us briefly examine two articles published in 1849 in
the General Journal of Forests and Hunting, authored
by two German foresters and mathematicians, Ed-
mund Franz von Gehren and Martin Faustmann (von
Gehren 1968; Faustmann 1968).

The problem that served as a starting point for
these articles was how to “determine the money value
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of bare forest land” This problem was raised by the
implementation of legislation requiring that areas of
forest be converted into agriculture, and the need to
ascertain the price that should be paid to the foresters
who were to sell their land. To address this problem,
von Gehren gave the following example. Consider
bare land suitable for scots pine grown on a rotation of
80 years. The land will produce a series of yields, with
thinnings every 10 years and the final cut in 80 years’
time. The volume of wood thus produced can be con-
verted into monetary units, and then discounted at a
rate of interest of 4 percent per annum to obtain its
present value. The sum of these discounted future
flows of money indicates the present value of the plot
of forest land.

According to this reasoning, the value of forest
land stems neither from the past (for example, the ef-
forts put into caring for the land and trees) nor from
the present (the current market price of wood), but
from the future (the yields that the land will produce if
put to a certain kind of use). This future, from which
the land derives its value, is formed by a flow of money
coming in and out, a series of costs and revenues ex-
pressed in monetary units. Thus depicted, forest land
becomes comparable to a financial asset which con-
sumes and generates money. The space of commensu-
ration thus created introduces the possibility of an al-
ternative scenario: instead of putting his money in
growing a forest, the landowner could put it in the
bank and obtain interest. The crucial operation of dis-
counting is to factor this alternative scenario into the
valuation of the forest land. It is because money is
“locked in” the land that future flows should be dis-
counted. The discount rate here is equal to the rate of
interest (4 percent) because it encapsulates the alter-
native scenario of putting money in the bank.

Two implications of the form of reasoning in-
volved in discounting the future should be highlighted.
The first lies in transforming the forest owner into an
investor, and transforming forest land into capital,
whose value is comparable to that of other forms of
capital. The second implication was expressed by one
of the authors himself:

“The practical importance of this calculation is easy to see.
From it we obtain the necessary information on the forest
value in such cases as voluntary and enforced sales (expro-
priation), destruction of the forest by fire, insects, man, etc.,
and assessment of the most advantageous silvicultural sys-
tem and length of rotation.” (Faustmann 1968)

Discounting the future thus allows us not only to cal-
culate the value of a forest, but also to maximize this
value by fine-tuning forest management and deter-
mining, in particular, the moment when trees should
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be cut. It turned out that the lengths of rotation rec-
ommended by the discounting technique were shorter
than the ones then being practiced. The immediate
consequence of discounting, hence of giving time a
cost, is precipitation and haste: the need suddenly ap-
peared to cut trees earlier than previously thought,
since the long term entailed a loss of value. This dis-
crepancy raised vivid controversies and Faustmann’s
discounting formula was not used for years, before it
became a classic reference in forestry economics.

Focusing on the effects that discounting pro-
duces on the objects to which it comes to be applied,
this example sheds light on another of its political
qualities. A forest whose value is calculated by dis-
counting the future is not the same forest as one whose,
say, annual income is calculated. Statements about
how much things are worth are statements about what
things are, or what they should be. It is also in this
sense that discounting is a political technology.

Governing investment

Discounting the future remained a marginal and
highly contested technique until the middle of the
twentieth century. Its spread was related, among other
things, to the development of a novel discipline called
capital budgeting. Capital budgeting was born to ad-
dress a novel problem: how to measure the value of
capital and choose the right investments; in other
words, how to employ capital so as to maximize its
value. This problem was novel, in so far as capital itself
was a relatively novel category in firms’ practices: it is
only at the beginning of the twentieth century that in-
vestments were isolated from current expenditure and
classified in a separate account (Haka 2006). Identify-
ing investments as a specific category allowed for mea-
suring the “return on investment,” which compared
the profits generated with the amount of capital em-
ployed, and thus opened the way for rewarding capital
with a specific price for its services, rather than with
the generic rate of interest.

One of the first and most influential textbooks
on capital budgeting was authored by Joel Dean, pro-
fessor of economics at Columbia University and
founder of the consulting firm Joel Dean Associates,
who played a central role in the promotion of dis-
counting as a tool for valuing investments (Doganova
2014). The first sentences of the textbook are illumi-
nating with regard to the broader narrative in which
discounting developed:

“This book is concerned with the economics of capital bud-

geting—that is, the kind of thinking that is necessary to
design and carry through a systematic program for invest-
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ing stockholders’ money. Planning and control of capital
expenditures is the basic top-management function, since
management is originally hired to take control of stock-
holders’ funds and to maximize their earning power.” (Dean
1951, 51)

A novel conception of the manager emerges in these
lines. For the manager whose duty lies in minimizing
costs is substituted an “investing manager” whose
duty lies in maximizing the value of the funds he has
been entrusted with. He has to choose the right invest-
ments, so as to spend stockholders’ money in the most
profitable way. To make such choices, faced with the
many investment proposals that are addressed to him,
the manager is advised to rely on eleven principles that
are clearly stated in the textbook, including: the focus
on “future profit,” “the comparison of future costs and
profits with the relevant alternatives,” and “the dis-
counting of future flows, in order to take into account
the decreasing value of revenues that are distant in
time.”

This example illustrates another political quality
of discounting: its ability to serve as an instrument for
governing behavior. Peter Miller (1991) has made this
argument by showing how the UK government in the
1960s envisaged discounting as a means to act at a dis-
tance on firms’ investment decisions. In the example
examined here, discounting appears again as a means
to act at a distance, but the agency to which it contrib-
utes is that of stockholders. Such action at a distance
relies on (at least) two mechanisms.

First, discounting was promoted as a tool that
can ensure rational decision-making. The managers
that Dean describes in his textbook are left alone and
take arbitrary decisions based on subjective judgment,
with no other guide than “intuition” and “authority”
They crucially lack “expert analyses and scientific con-
trol” Discounting is depicted as a promise to make the
right decisions, based on rational calculation. This
promise is at the heart of the project of “managerial
economics”—a domain that Joel Dean, again, is cred-
ited with pioneering with another book published in
1951 and aiming to import economic theory into cor-
porate practice in order to rationalize managerial de-
cision-making (Zeff 2008). The requirement of ratio-
nality is supported by moral and political arguments:
money belongs to stockholders; it is to them that man-
agers are accountable; it is in their name that they have
to act, that is, to invest.

A second mechanism lies in the definition of the
discount rate. In the calculations of the German for-
esters discussed above, the discount rate was simply
the rate of interest. When discounting became in-
volved in the relationship between managers and
stockholders, the meaning of the discount rate

economic sociology_the european electronic newsletter

changed. Future flows were to be discounted using a
different number: not the rate of interest, but the “cost
of capital,” which reflects the cost for the firm of two
types of capital (debt and equity); that is, the returns
required by two types of stockholders (bondholders
and shareholders). The key issue was no longer that
time had a cost or that the future was distant and un-
certain, but that capital should be rewarded for the
services it renders, for the profits it generates. The fu-
ture, in a way, disappeared. The redefinition of the dis-
count rate went hand in hand with a rise in discount
rates. By way of example, according to its annual re-
port, in 2004 the pharmaceutical company Eli Lilly
used a discount rate of 18.75 percent. The contrast
with the nineteenth-century foresters’ discount rate of
4 percent is striking. Is this rate too high? What is the
right discount rate? This question is at the heart of the
debates on discounting in environmental and climate
policy, to which I will now turn.

Problematizing the separation
between the present and the future

In the early 1980s, the US Environmental Protection
Agency drafted several proposals to ban asbestos, and
then suddenly withdrew them. The Energy Commit-
tee of the House of Representatives commissioned a
report, which revealed the role played by the White
House Office of Management and Budget. The Office
had recommended that the decision to ban asbestos
should be based on a cost-benefit analysis: if the costs
that regulation would incur for industry were higher
than the benefits of saving human lives, regulation
would not be justified. The Office had recommended,
further, that estimates of the costs and benefits of reg-
ulating asbestos apply a discount on the value of a hu-
man life for the years it takes for cancer to develop.
More precisely, the office assigned an arbitrary value
of 1 million dollars to every life saved. But this value
was to be discounted down to 22,000 dollars if cancer
remains latent and causes death 40 years later. For the
Office, explained an article in the New York Times, “the
practice of discounting reflects the amount of time it
takes to get a return for money spent now to protect
lives” and “allows available resources to be used more
rationally to save more lives” (Shabecoff 1985).

The report of the Energy Committee described
this discounting theory as “morally repugnant” If
widely adopted, the report added, the practice could
“thwart regulation of many toxic substances through
the application of cost-benefit criteria” and the nation
would “fail to protect future generations from many
serious chemical hazards” In 1992, the Office of Man-
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agement and Budget published a circular revising its
recommended discount rates, bringing them down
from 10 percent to 7 percent. In 2003, another circular
further revised recommended discount rates, distin-
guishing, in particular, between “intra-generational”
and “inter-generational” discounting:

“Special ethical considerations arise when comparing ben-
efits and costs across generations. Although most people
demonstrate time preference in their own consumption be-
havior, it may not be appropriate for society to demonstrate
a similar preference when deciding between the well-being
of current and future generations. Future citizens who are af-
fected by such choices cannot take part in making them, and
today’s society must act with some consideration of their in-
terest”

How to deal with such “ethical considerations”? The
circular proposed a first solution: use the same dis-
count rates as in the intra-generational case, but “sup-
plement the analysis with an explicit discussion of the
intergenerational concerns: how future generations
will be affected by the regulatory decision.” This solu-
tion, the circular admitted, does not take into account
the arguments of those who believe that “it is ethically
impermissible to discount the utility of future genera-
tions” and that “government should treat all genera-
tions equally” The circular concluded that lower, but
still positive, discount rates should be used even in in-
ter-generational discounting.

The link between discount rates and future gen-
erations has been much debated, in particular follow-
ing the publication of the Stern Review on the eco-
nomics of climate change, which recommended the
use of very low discount rates precisely for the pur-
pose of giving weight to future generations (Stern
2006). These debates make visible the ongoing trans-
formation of the discount rate: its definition translates
new concerns and outlines a new entity - future gen-
erations — whose characteristics are gradually refined
as the controversies unfold.

One of the reasons often put forward to justify
discounting is that future generations will be richer
and more knowledgeable, which would allow them to
solve climate issues better than we can do today. This
hypothesis is increasingly being called into question.
Some argue that those future generations that will
have more and know more are not necessarily those
that will be most affected by the consequences of cli-
mate change. Some economists suggest using multiple
discount rates, corresponding to different populations:
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present and future, rich and poor. If it is today’s rich
who pay the climate policies that will benefit tomor-
row’s poor, discount rates should rather be negative,
giving greater weight to the latter. Whose future gen-
erations are we talking about, some ask, the future
generations of us, the rich who can pay, or the future
generations of the poor, who will probably suffer most
from the effects of our actions?

Of particular interest for our exploration of the
political qualities of discounting is how in these de-
bates the present/future distinction gets coupled with
a rich/poor distinction. The discount rate thus ap-
pears in a new light: as a technology that produces in-
equalities, which are both temporal (a future individ-
ual is worth less than a present individual) and geo-
graphical (for a unique discount rate does not account
for the differentiated impacts of climate change across
the planet). It is also in this sense that discounting the
future is a political technology: these debates engage
collective decisions about the sacrifice that “we” are
ready to pay for “our” future, or for the “present” of
the “future generations” in the multiple forms that
they can take. These decisions also relate to the invest-
ments that are worth making, and the new entities
(drugs, forests, and so on) that are worth bringing
into existence. They also question the novel forms of
social organization that should, or should not, be in-
vented so that we can make the future count in our
everyday activities, rather than discount it. What is at
stake here is the kind of “we” that such decisions
shape.

This final example illuminates the specificity of
discounting with regard to other technologies of the
future that have been studied in the literature in eco-
nomic sociology and science and technology studies,
which take the form of promises, expectations, pro-
jections, models, plans, scenarios, and so on (for a few
varied examples, see Brown and Michael 2003; Sun-
der Rajan 2006; Dahan 2007; Giraudeau 2011; An-
dersson and Prat 2015). The particular nature of dis-
counting lies in the ways in which it problematizes the
very separation between the present and the future.
Varying the discount rate means moving the slider
back and forth in time. The problem, then, does not
have to do with projecting the present into the future,
or with mobilizing the future in the present, but with
balancing the present and the future and drawing
lines between them. The present and the future are
consubstantial to the instrument of discounting, and
this is probably the most intriguing of its political
qualities.
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Ain't
misbehaving

Behavioral
economics

and the making
of financial
literacy

Marcus Wolf

No one to talk with

All by myself

No one to walk with

'm happy on the shelf
Ain't misbehavin’

'm savin'my love for you

Fats Waller/Andy Razaf - Ain't misbehavin’ (1929)

Introduction

sections of theology and moral philosophy. In-

creasingly, scholars of economics are becoming
more interested in the discrepancies between what they
consider good economic decisions and the actual prac-
tices of individuals. The mores of society, as Weber (2001
[1905]) has argued, have been a crucial element in the
making of capitalism, with practices of accounting and
profit-seeking finding their way into socially acceptable
forms oflife. Not only did profit-seeking behavior become
the norm of capitalist life per se, but today the state is at-
tempting to interfere in ever more aspects of the lives of
individuals, its citizens, such as obesity, global warming,
and also financial behavior (Dubuisson-Quellier 2016).

The ways in which good behavior and misbehav-
ior are framed, however, have changed considerably
over recent centuries and have often been redefined

P eople’s (mis)behavior has not only filled the library
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after economic crises. What used to be condemned as
“usury” in ancient and medieval times (Lazarus and
deBlic 2007, 12) could be framed as “financial savvy”
in the twenty-first century: in other words, letting
your money work for you. This reframing is part of a
process that researchers from diverse disciplines have
termed the “financialization of daily life” (Martin 2002;
Langley 2008), involving ordinary people in financial
market deals. Being responsible for their own form
of “everyday capital” (Martin 2002: 4), households
have been made accountable for insuring themselves
against risks and self-disciplining themselves in terms
of saving, borrowing, and investing. Consumers are
supposed to insure themselves against possible health
issues, buy insurance for their cars and their homes,
and secure themselves with additional private pen-
sion products (OECD 2004, 6). A demand to educate
consumers in financial matters has accompanied this
development and is a growing policy issue on a global
level. The OECD in particular is a core actor and plat-
form for the project of financial literacy education and
has recently included the topic in its PISA study.
Financial literacy education is a fairly recent con-
cept, having emerged on the policy stage in the US and
the UK in the early 2000s. The aim of its proponents
is to educate people on concepts such as inflation, in-
terest, and risk diversification, but also to change their
general attitudes towards financial products, services
and - in the best case - also their behavior in markets.
The main question I shall try to answer in this article
concerns the role played by the discipline of econom-
ics in boosting financial literacy education and how
this can be viewed from the perspective of the sociol-
ogy of economic knowledge. My contribution will be
to try to understand how a specific branch of econom-
ics has contributed to the changing understanding of
consumer behavior and government intervention in
markets. I shall try to grasp how behavioral economics
has reframed government thinking about market par-
ticipants, market stability, and the types of interven-
tion that they should undertake in markets. Taking the
project of financial literacy education as an example, I
will show how behavioral economics prepared the dis-
cursive field for other approaches in economic policy.
In contrast to Hall (1993), I argue that a para-
digm shift in economic policymaking cannot be ex-
plained solely by the field dynamics in parliament,
ministries, and the changing political landscape.
Rather, we need to look at the field dynamics of eco-
nomics itself and look at the sociology of professions
and the history of economic ideas together. This makes
it necessary to look at the ideas embodied in the re-
spective economic paradigm, the timing of its ascent,
and coalition-building with think tanks, government
organizations, and transnational advocacy networks.
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Economists and economic policy

The roles of economics and economists have been de-
scribed in diverse ways in social research. Depending
on the assumed relations of economic discourses and
their influence in policymaking, how economists are
perceived ranges from mere technical advisers to con-
ceptual pioneers.

Professions and ideas

It is clear to most academic observers of the eco-
nomics profession that it has a special role in the
social sciences in terms of its political influence and
intellectual reputation. Economists hold a “virtual
monopoly on giving policy advice” (Thaler 2015, 5)
compared with other social sciences. One reason for
this might be the dominance of financial and eco-
nomic issues in politics; another has to do with the
relatively coherent packages of policy recommenda-
tions emerging from a unified system of (liberal) eco-
nomic thought. Starting from some basic premises
and explaining a wide range of micro and macro phe-
nomena, (mainstream) economists exercise a persua-
sive power that other social sciences lack. However,
as Hirschman and Popp Berman (2014) emphasize,
most economists know that this influence is limited
at critical junctures or on important government de-
cisions when political considerations can outweigh
economic “expertise.”

Policy advice is certainly only the most ob-
vious channel of influence enjoyed by economics
with regard to policy ideas. However, “ideas matter”
on a range of levels, whether it be macroeconomic
paradigms such as Keynesianism (Hall
1993) or more specific measures such as
shadow-banking regulations (Ban et al.
2016). Depending on the circumstances,
the direct or indirect character of the
influence that ideas might enjoy may
also change. The indirect influence of
economics as “cognitive infrastructure”
(Hirschman and Popp Berman 2014,
794) can define which political goals are
generally worth pursuing, be it economic
growth (Schmelzer 2016), free markets
(Mirowski and Plehwe 2009), monetarism (Hall
1993), or - in the case of this article - inculcating
more rational economic behavior in individuals. By
drawing policymakers’ attention to specific issues,
economics thus not only represents a camera and
tool box for observing and repairing social problems,
but it actively creates fields of intervention and con-
structs problems that would not have existed without
it (Mackenzie 2008).
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Of course, one might think of ideas in general
and economic policy ideas in particular as more con-
nected to a nexus of knowledge and power, as “stra-
tegic constructions” (Jabko 2006) or “strategic weap-
ons in the battle for control” (Blyth 2002). Clearly,
the concrete role of ideas becomes visible only when
one looks at into specific cases for analysis. As Hirsch-
man and Popp Berman (2014) have argued, we should
move beyond the question of whether ideas matter at
all to questions of when they matter and why (Hirsch-
man and Popp Berman 2014, 782). The answers to this
question lie in the analysis of coalitions and the timing
of ideas.

Coalitions

It is important to note that in the history of economics
there have been a number of activist academics who
have spanned the fields of politics and research and
have used “ideas as coalition magnets” (Béland and
Cox 2016). The mechanisms used to enable certain
ideas to influence the design of policy projects include
the recruitment of international organizations (Ban et
al. 2016), the appointment of economists to direct ad-
visory positions, or more subtle ways.

New paradigms and ideas in economic policy-
making tend not to appear as spontaneous technical
decisions on the best available alternative (something
that approaches based on Bayesian learning overesti-
mate), but rather are subject to substantive discursive
battles and conceptual coalition-building.

Broader educational and political institu-
tions (such as the academic alliances of econom-
ics, its role in the state and in associations) have al-
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ways shaped which narrative frames are available to
economists, which other actors they can ally with,
and what self-understanding their profession has
(Fourcade-Gourinchas, 2001: 398). Economists and
their positions in the academic and political field are
crucial for understanding the influence of economic
knowledge on economic policymaking. This might be
done at national level (Fourcade-Gourinchas 2001) or
in the transnational realm (Fourcade 2006) and nec-
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essarily takes into account meso-level field dynamics
on various scales (university, media, national gov-
ernment, international organizations) and arenas in
which economists try to exert influence.

Timing

In order to understand how economic thinking has in-
fluenced our perceptions of social reality, it is crucial
to look at the historical conditions and institutional
backgrounds that “shaped the intellectual location of
economics” (Fourcade-Gourinchas 2001, 400). The
discursive background of the 1940s, in which HayeK’s
The Road to Serfdom appeared, was certainly different
from that of the late 1990s and stock market populism.
We might still identify both with the rise of (neo)lib-
eral ideas, but have to dig deeper to understand the ex-
act historical conditions under which these discourses
were established.

Timing is therefore a crucial aspect in the
analysis of economics and its role in economic poli-
cymaking. Most empirical studies on the issue show
that in times of political uncertainty, intellectual bat-
tles might open up space for new ideas (Hirschman
and Popp Berman 2014, 783). Critical junctures can
thus represent moments that can influence the range
of later alternatives and paths (Mahoney 2000, 513),
and early decisions can prove consequential for later
developments (Blyth 2001).

Misbehavior and economics

From the 1990s onwards, private and public initia-
tives for financial literacy education were launched in
order to establish both the knowledge and the initial
motivation for households to participate in financial
market activities. The core focus lay on the mobiliza-
tion of people’s savings for stock market investments,
following the promises of capital market theorists (for
example, Markowitz 1952). Their aim was to enable
households to profit from the risk premiums of finan-
cial markets and thereby establish lifestyles centered
on asset accumulation and the development of a port-
folio (Sherraden 1991).

Simultaneously, financial literacy was presented
as the cure to a range of problems, covering far more
than stock investment. Some financial education pro-
ponents argue that consumers systematically overes-
timate their own capabilities (European Commission
2007, 3) - that they “don’t know that they don’t know.”
The education of consumers was thus presented as
something that could counteract households™ imper-
fect decisions with regard to finance. Most often, im-
perfect behavior and attitudes are attributed to con-
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sumers from lower classes (Altman 2012), women
(Russia Financial Literacy and Education Trust Fund
2013; OECD 2013), or immigrant households (Euro-
pean Banking Federation 2009, 57-58; Lusardi and
Mitchell 2014, 21). The discourse on financial liter-
acy education explicitly targets so-called vulnerable
groups and asserts that their financial practices do not
meet the prerequisites of good financial market be-
havior.

However, education in financial matters is sup-
posed to do more than ameliorate presumably irratio-
nal behavior; it is also aimed at broader societal issues.
Fairly early, poverty alleviation was presented as a key
aim of financial literacy initiatives, especially in coun-
tries such as India (OECD 2006). For OECD coun-
tries, the core narrative concerned the restructuring of
the pension system and the privatization of risks to the
individual (OECD 2003, 2). Other, rather macro phe-
nomena (such as market instability and regulatory is-
sues) have become more pronounced, especially after
the financial and economic crisis of 2008. This overt
association of presumably irrational micro behavior
with macro issues of financial stability has given finan-
cial literacy another substantial boost in recent years.

We might still wonder what financial literacy
represents. The dominant OECD definition states
that financial literacy education is supposed to foster
people’s knowledge, attitudes, and behavior in finan-
cial terms (Atkinson and Messy 2012). The knowledge
aspect covers awareness of concepts such as interest
(or compound interest), inflation, and risk diversifica-
tion (Atkinson and Messy 2012, 17). People equipped
with more understanding of such key concepts, the ar-
gument goes, would be better off in financial market
surroundings because they could read market signals
and manage their own portfolios.

The attitude aspect addresses a slightly different
element of “market personality” Here, financial lit-
eracy focuses on general character traits exhibited in
markets, such as orientation towards future wealth,!
or people’s overestimation of their own abilities. The
underlying assumption here of course is that there is
one “rational” attitude towards finance, namely that of
the informed customer who surveys the market atten-
tively. This claim is one of the key differences between
behavioral economists and financial literacy propo-
nents.

The third aspect mentioned in relation to finan-
cial literacy is changing people’s behavior. The usual
questions on behavior in financial literacy surveys read
like standard consumer finance surveys (the OECD
questionnaire asks consumers whether they pay bills
on time or have borrowed money recently) (Atkinson
and Messy 2012, 23). People are expected to act in ac-
cordance with their knowledge and attitudes, so that
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consumer behavior is in line with what apologists of
financial literacy education consider to be rational.

To date, the social scientific research on finan-
cial literacy education has focused mainly on the
different national environments of financial educa-
tion programs, as in Canada (Pinto 2012), the United
Kingdom (Odih and Knights 1999; Montgomerie
and Tepe-Belfrage 2016), Germany (Reifner 2006;
Weber 2010); and France (Lazarus 2013). However,
we might gain a lot for the study of economic knowl-
edge and financial literacy if we understood both the
conceptual heritage of financial literacy and the in-
terlinkages of politics and economics in policymak-
ing. For this, it is necessary to understand how the
idea became commonplace in post-crisis discussions
of consumer policy; how it came to be included in
the PISA criteria in 2012; and how a transnational
network of industry, academics, and policymakers
came to gather around the issue. We have to under-
stand the relevant changes in the discipline of eco-
nomics, most notably the rise of behavioral econom-
ics and the field dynamics between economists and
policymakers.

The rise of behavioral economics and the
idea of the imperfect consumer

Behavioral economics has developed from a niche
approach to a recognized subfield (Weber and Dawes
2005). But until behavioral scholars such as Daniel
Kahnemann received the so-called “Nobel Prize in
Economics” of the Swedish National Bank in 2002,
followed by Robert J. Shiller in 2013 and Richard
Thaler in 2017, a long path had to be pursued to con-
nect research from psychology and microeconomics to
form a well-established strand of economic literature.
In a time of liberalized markets and “free individuals,”
an economic branch demanding “libertarian paternal-
ism” (Thaler and Sunstein 2008, 5) has to mobilize a
range of moral or cognitive narratives to be successful,
especially to legitimize intervention in presumably au-
tonomous economic areas (Dubuisson-Quellier 2016,
30). Behavioral economics has gained ground, espe-
cially since the 1990s, as a major sub-discipline. The
aim here cannot be to offer a comprehensive overview
of behavioral economic research, however. Rather, I
will highlight some of its main assumptions and in-
tellectual coalition-building and examine the extent
to which has contributed to the professional field of
economics, as well as to economic policymaking. I will
then show how financial literacy education has built
on this new paradigm, but also has ignored some of its
assumptions.

When economists in the United States first be-
came interested in the seemingly irrational behavior

economic sociology_the european electronic newsletter

of consumers in markets (for example, by choosing
the default option of a product instead of surveying
the market), they had almost no institutional power
base in US universities; nor did they have associations
or journals to rely on for professional authority. There
was not even substantial interest in their research
from any group outside economics. This changed es-
pecially with bridge-building to the neighboring disci-
pline of psychology that opened up new opportunities
for economists such as Richard Thaler (Thaler 1980).
Psychologists such as Amon Tversky and Daniel Kah-
nemann had been interested for quite some time in
processes of seemingly irrational decision-making
(Kahnemann et al. 1982), but it took them until 1985
to establish themselves in the economics profession in
the United States. That year, a mixed psychology-eco-
nomics conference held at the University of Chicago
proved to be the disciplinary gateway for the new ap-
proach (Thaler 2015, 159).

However, some additional features were needed
to amplify the program of behavioral economics.
Without being preceded by any substantial bad news
on specific firms or market developments, in October
1987 stocks fell by more than 20 percent. The 1987
crisis would not be worth mentioning if it were not
for the stimulus it gave to the discipline of behavioral
economics and market psychology. This crisis differed
from crises of advanced capitalism in preceding de-
cades and centuries (Allen and Gale 2008; Wolfson
and Epstein 2013). Not in nature, of course, since ev-
ery time a crisis in capitalism occurs observers tend to
claim that “this time is different” (Reinhart and Rogoft
2011, 15). In this case, however, analysis focused not
on currency, inflation, banking, or debt (Reinhart and
Rogoft 2011, 3-14) but rather on the irrational herd-
ing behavior that was claimed to be the main reason
for the panic in capital markets from Wellington, New
Zealand to New York.?

The 1990s further underlined behavioral scien-
tists’ criticisms of their more established colleagues.
The stock market boom of the 1990s ended in a major
market crash following the so-called “dot-com bub-
ble” of the period between 1997 and 2001. One book
published at the height of the bubble in 2000 proved
to be an influential turning point in terms of econo-
mists’ views on markets. It also had a remarkable in-
fluence on policymakers in the United States. Behav-
ioral economist Robert J. Shiller was already said to be
the source of Alan Greenspans, then chairman of the
Federal Reserve board, famous 1996 speech on the “ir-
rational exuberance” in the US economy, which thus
acknowledged herding effects in financial markets.
Attributing irrationality to markets was in a way what
behavioral economists had argued for decades: market
actors’ decisions did not rest solely on rational crite-
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ria and thus needed other explanatory paths. It was
easy for mainstream economists to argue against sin-
gle-issue studies by behavioral counterparts, but they
found it harder to “dismiss studies that document[ed]
poor choices in large-stakes domains such as saving
for retirement, choosing a mortgage, or investing in
the stock market” (Thaler 2015, 7).

When Shiller published his book Irrational Ex-
uberance (Shiller 2000), he not only criticized his own
area of microeconomics, but also financial media and
TV commentators in recent years who had marketed
the view that people should shifts their investment
portfolios to stocks. As a critic of retirement funds’
decision to put all their investment eggs in the one
basket of stocks, Shiller paved the way for the success
of behavioral research in the policy arena.

Core ideas

Behavioral economics’ original aim was to show how
individuals systematically deviated from what neo-
classical economics suggested they would or should be
doing in markets. Behavioral economists “found” that
rules of thumb or heuristics guided people’s decisions
more often than rational considerations. However,
behavioral economists were not much interested in
where these informal norms and rules came from (Pi-
ore 2010). Essentially, it was argued that people made
wrong decisions all the time for reasons of overconfi-
dence, inertia (choosing the default option), herding,
or framing (how specific problems are presented).
None of these are part of the traditional corpus of neo-
classical microeconomics.

If we assume the two central premises of main-
stream economics to be rational preferences (based on
full and relevant information) and market equilibria
that should occur when individuals act in accordance
with their rational preferences, then behavioral eco-
nomics represented something of a reform movement
within economics, but also one with a policy agenda.
Behavioral economists tried to convince politicians
that in order to avoid market instabilities (Schleifer
2000), they would have to “grapple with these mes-
sier aspects of market reality” (Shiller 2000, xiv) and
change consumer behavior.

Of course, the behavioral approach to econom-
ics still largely refers to an ahistorical image of con-
sumer behavior and market developments (Schimank
2011, 3) and we might argue that sociologists should
rather deal with collective conditions and structures
than with individual choices (Streeck 2010, 388). But
no matter how the discipline of sociology or political
economy might want to relate to the approach of be-
havioral economics, the latter has witnessed a steep
increase in public attention.
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Figure 1 shows a rough estimate of the impor-
tance of the behavioral economics approach in terms
of newspaper coverage. Basically, every major crisis
that was discussed mainly as a crisis of consumer mis-
behavior (1987, 2000, 2008) turned out to amplify the
research field’s importance.
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Figure 1. Number of newspaper articles on behavioral economics,
1986-2017

Note: Using Factiva and including the New York Times, the Washington
Post and the Guardian as major newspapers from the North Atlantic
(English-speaking) economic policy world.

Behavioral economics thus benefitted from
three things in particular in establishing its pro-
fessional basis. First, it allied with the neighboring
discipline of psychology, which opened up at least
some sort of professional legitimation. Secondly, its
audience includes not only academia, but also the
broader public and political institutions. This meant
that national ministries, central banks and supervi-
sory agencies became interested in the topic. And
thirdly, the financial crises of 1987, the late 1990s,
and, most notably, 2007-2008 gave it the public at-
tention to establish itself as the savior of the finan-
cial system. Roughly during the same time, the in-
corporation of low- and middle-income households
in financial market activities was accompanied by a
second strand of thinking: financial literacy educa-
tion.

The ascent of financial literacy
education

The idea of financial literacy education, as it evolved
in the Anglo-Saxon context in the late 1990s and early
2000s, has partly built on the growing interest in con-
sumer behavior to which behavioral economists have
contributed. Both the United States and the United
Kingdom set up national institutions to accompany
and drive household stock market investments with
educational help. One of the first of its kind, the
Jump$tart Coalition for Personal Financial Literacy in
the United States brought together insurance compa-
nies, consumer credit counselling services, and the
Federal Reserve Board as early as 1995. At this time,
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the project was as US-focused as it was industry-led.
The coalition drafted material for school curricula
and advice for policymakers to address the issue
(Jump$tart Coalition for Personal Financial Literacy
2015).

Already in the early stages of the institutional-
ization of the topic in the 2000s, there was strong in-
volvement in particular of financial economists as ad-
visors in the United States and on global policy pro-
posals. A Federal Reserve Board bulletin of 2002 was
one of the first signs of institutionalization, discussing
financial literacy education as a potential remedy for
high levels of consumer debt and increasingly com-
plex financial products (Braunstein and Welch 2002).
In the United Kingdom, around the same time, New
Labour set up the Personal Finance Education Group
(PFEG) and the UK Financial Services Authority em-
phasized the importance of educating the population
in financial matters (UK Financial Services Authority
1998).

It should be mentioned that the ascent of fi-
nancial literacy would probably not have been pos-
sible to such an extent without the rise of stock-mar-
ket populism (Martin 2002; Langley 2008) and the
restructuring of the welfare state, especially of re-
tirement systems. When pension policies shifted to
a stock market orientation even in countries with
strong public, defined-benefit pension systems, such
as Sweden (Ryner 2004), this meant a massive steer-
ing of household savings to investments in stocks
and bonds. This new “DC [defined contribution]
world” (Langley and Leaver 2012, 475) made policy-
makers think about how to help people to navigate
in a newly created market of finance for everyday
investors.

It was in this environment and mainly through
initiatives in Anglo-Saxon countries that the issue
reached the global political arena (Interview with
OECD official, March 2017). The concern here was
not so much the individual misbehavior of consum-
ers on markets as preparing people’s minds for the
new age of privatized pensions and insurance land-
scapes, as can be read in the OECD’s first publication
on the Financial Education Project in 2003 (OECD
2003). At that time, the issue was largely driven by
individual countries, but of course the Zeitgeist had
been one of individualization and the “third way” in
politics, economics, and the social sciences (Anders-
son 2010).

The role of economists

Early research on financial literacy made explicit men-
tion of the contribution of behavioral economics to
showing the need for regulatory intervention in con-
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sumer behavior (Braunstein and Welch 2002). Espe-
cially US-based economists such as Lewis Mandell,
Annamaria Lusardi, and Olivia Mitchell were strong
advocates of financial education for the purpose of
boosting stock market participation (van Rooij et al.
2007), sometimes also referring to behavioral eco-
nomic research on the gaps between economists’ mod-
els and actual consumer behavior (Lusardi and Mitch-
ell 2014). The underlying promise was that “those who
build financial savvy can earn above-average expected
returns on their investments” (Lusardi and Mitchell
2014, 6).

Thenceforward Lusardi became not only one
of the main academic proponents of financial literacy
education, but also a member of the advisory body of
the OECD PISA financial literacy survey (Interview
with OECD official, March 2017). Despite doubts
about the actual effects of financial literacy (Willis
2011), these economists were able to set the agenda,
assuming that a well-functioning marketplace needs
consumers to react appropriately to price signals and
market developments, thus preventing irrational ex-
uberance on markets. However, they focused explic-
itly on the “least financially savvy population groups”
(Lusardi and Mitchell 2014, 5) and thereby abandoned
behavioral economists’ point that all individuals tend
to behave irrationally and spread the view that only
the uneducated behave wrongly. By looking at the cor-
relation between financial literacy levels and issues
such as consumer debt, budgeting practices or retire-
ment planning, financial education proponents have
successfully reframed problems such as consumer
debt as issues of individual (mis)behavior. In this way,
these economists have acted as “masters of definition”
(Hajer 1995, 42), drafting survey questions or serving
on the advisory bodies of governments and interna-
tional organizations.

The crucial dimension for the success of finan-
cial literacy was thus the coalition-building of a di-
verse range of actors — from activist academics such as
Lusardi and Mitchell to international organizations or
national governments and supervisory bodies. Cen-
tral banks have become increasingly important in the
promotion of financial literacy education (Aprea et
al. 2016, v), especially through the reframing of the
subprime crisis as a crisis of consumer misbehavior.
As a result, a significant part of the policy literature
on financial literacy and education now explicitly re-
fers to behavioral insights and the “relevance of atti-
tudes, feelings, and the role of psychological factors in
financial behavior and well-being outcomes” (FLEC
2016). Claims that households are using “crude rules
of thumb when engaging in saving behavior” (Lusardi
and Mitchell 2014, 21) strongly resemble the rhetoric
of behavioral economics.
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The OECD and the institutionalization
of the topic

Similar to what Ban et al. (2016) have argued, the case
of financial literacy education shows the strong role
of international organizations as amplifiers for policy
ideas. The OECD, like other international organiza-
tions, mainly recruits economists and thus is prone to
mirror developments from the discipline of econom-
ics. The OECD thus cannot be reduced to its organi-
zational role as promoter of the market economys; it
is also a crucial recruitment platform for economists.
Despite the relative hostility of especially EU
officials to the notion of financial literacy as a pana-
cea, the OECD used the US subprime housing crisis
in particular to make an urgent case for financial lit-
eracy efforts worldwide. The main narrative was no
longer that individuals were only supposed to invest
their savings in securities markets and insurance for
better pension provision; rather financial literacy was
now presented as a functional precondition for sta-
ble financial systems and the prevention of fraudu-
lent business practices. The consumer was no longer
supposed (only) to buy insurance for potential diffi-
cult times, but to budget wisely and save enough for a
rainy day. Consumers thus became responsible for the
well-being of the whole financial system, as the OECD
stressed at its first post-Lehman Brothers summit:

“Failure to develop debt management skills can cause con-
sumers to suffer, at best, financial distress and at worst, ma-
jor financial crises, which can have severe consequences and
lead to significant losses for financial institutions (as credi-
tors).” (OECD 2008)

From then on, no policy publication on financial lit-
eracy went without a reference to the subprime crisis.
In fact, the financial literacy discourse was amalga-
mated with one on vulnerable groups and protecting
consumers from free market failures, thus turning
around the market-friendly narrative of the pre-2008
period. In 2012, the issue was made part of the PISA
study of 15-year-old school pupils’ performance and
thus framed as a core skill that young students of high-
school age should have. The financial and economic
crisis thus proved to be an opportunity to further
enhance global institution-building around financial
literacy education. An international network (INFE)
was created at the OECD and affiliations with US uni-
versities, such as the Global Financial Literacy Excel-
lence Center (GFLEC), consolidated the policy project
institutionally.

In the aftermath of the Dot.com Crisis, propo-
nents of financial literacy education took to drawing
on a discourse of consumer misbehavior and “irra-
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tional exuberance” that has fundamentally changed
the view of the consumer in economic policymaking.
Consumer “misbehavior” is now regarded as a major
risk to the stability of the financial system; almost all
policy documents on financial education refer explic-
itly to market instabilities due to wrong budgeting,
saving, debt, or investment behavior. Macro-problems,
such as financial stability, are now discussed as resolv-
able (at least partly) through intervention in consumer
behavior and skills. Of course, there are also alterna-
tive voices within the discussion on financial literacy
education, but they are rarely heard at OECD head-
quarters in Paris. Reifner and Schelhowe, for instance,
argue that most common definitions of financial ed-
ucation fail to incorporate critical attitudes towards
the financial system, but rather only try to convey the
“rules of the road” (Reifner and Schelhowe 2010).

Through the OECD, the relevant economists
have been able to persuade a wide range of central
bank officials and financial supervisory bodies of the
importance of educating their citizens in finance. How
this will play out in national contexts remains to be
seen. However, we can already see the pressure that
OECD surveys such as the PISA study’s measure of
financial literacy are putting on various countries to
step up their efforts on the issue.

Conclusion

Research on the intellectual history of financial liter-
acy education has only just begun, but it is a promis-
ing area for the future. Not only can we understand
how professional fields emerge and change, but also
how specific economic policy ideas serve as coali-
tion magnets at specific times of economic crisis. The
conceptual links between behavioral economics and
financial literacy (Altman 2012) are as interesting as
the two areas’ personal and institutional networks.
The topics are gaining in importance; the triumph of
“nudging” as a policy idea (Strassheim 2017; Botzem
forthcoming) is one sign of this. Even though behav-
ioral economics remains a separate body of research
whose policy recommendations partly even contra-
dict those of financial literacy proponents, it has pro-
vided the “cognitive infrastructure” (Hirschman and
Popp Berman 2014, 794) for financial literacy to be-
come a political project.

This has led to the disapproval of “out-of-date”
financial behavior, for instance when the OECD ar-
gues that consumers in countries such as Poland or
the Czech Republic distrust modern financial instru-
ments and maintain a belief in traditional ways of
saving money (OECD 2004, 5). This rhetoric serves
to “impose one best way to manage money and stig-
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matize existing monetary practices” (Lazarus 2016,
29), but also to establish a particular capitalist form of
life (Sachweh and Minnich 2017). This includes the
ownership of commodities, but also the mastering of
behaviors and attitudes of calculation, foresight, and
risk calculation to understand individualized offers
of insurance, consumer credit, or investment prod-

Endnotes

1 The OECD questionnaire includes the attitudinal sentence“l tend
to live for today and let tomorrow take care of itself” Atkinson and
Messy (2012, 33).

2 Properly speaking, the prize is the “Swedish National Bank’s Prize
in Economic Sciences in Memory of Alfred Nobel”; the more collo-
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Maria Duclos Lindstrom

veys” has monitored the economies of OECD’s

member countries (and selected non-members) to
identify policy areas in which they seem to be under-
performing and to suggest policy action. They are an im-
portant instrument that enable the OECD to promote its
comparative, evidence-based policy paradigm among
both publics and governments. However, despite com-
mon agreement that the OECD is a significant player in
establishing and coordinating agreed principles for eco-
nomic governance at an intergovernmental level, the di-
rect policy impact of the individual surveys is notoriously
difficult to assess and measure in terms of direct uptake in
the countries concerned (Armingeon 2003; Armingeon
and Beyeler 2004; Clifton and Diaz-Fuentes 2011).

From a sociological perspective, it would be ex-
tremely useful to understand how OECD economists
seek to have an impact on public policies within and
across member countries, and how their knowledge
production and interactions with member govern-
ments are organized for this purpose. As a way of en-
try into understanding the steady, but indirect, impact
of the OECD’s economic work, the process of drafting
and reviewing the Economic Surveys is particularly
interesting, because it lies at the heart of the OECD’s
peer review system, which the organization itself calls
“a tool for cooperation and change” (OECD 2003).

Key to understanding the mechanisms by which
the OECD seeks to exert an impact is recognition that
it is not organized as a detached think tank producing
reports and research for policymakers and academia.

S ince 1961 the OECD publication “Economic Sur-
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Rather, the express purpose of this intergovernmental
peer-review system is to instigate a continuous policy
learning process between member states and their gov-
ernment officials (Marcussen and Trondal 2011; Mar-
tins and Jakobi 2010; Thygesen 2008; Guilmette 2007;
OECD 2003; Hodson and Maher 2001; Coats 1986).

Inside the Economics Department

The continuous production of country surveys, pol-
icy recommendations, and peer review evaluations by
the Economic and Development Review Committee
(EDRC) is thus important for understanding the situ-
ated practices by which OECD economists seek to have
an impact on the development and coordination of
public policies in the OECD area. Indeed, we have seen
a surge in research analyzing the mechanisms of inter-
national organizations, focusing on how documents are
produced and negotiated in these organizations (Kent-
ikelenis and Seabrooke 2017; Fligstein, Brundage, and
Schultz 2017; Gayon 2009; Harper 1998; Riles 2000).
The present article is based on in-depth research
I conducted within the OECD Economics Depart-
ment. I watched OECD economists at work and inter-
viewed them about how the Surveys are drafted. I ob-
served directoral feedback and peer review seminars
at the Economic and Development Review Committee
(EDRC), as well as, quite uniquely, the redrafting-ses-

Maria Duclos Lindstrem is post doc on the project Global
Challenges, Local Solutions? — Rethinking Professional Work
in a World of Transnational Jurisdictions at the University of
Copenhagen. Her current research focuses on professional
boundary work within the emerging field of innovation
management. mdl@soc.ku.dk

sions at which the OECD secretariat and representa-
tives of the country under review meet to negotiate a
final draft of the survey. I integrated these interviews
and observations with detailed analysis of draft sur-
veys at different stages of revision to capture what
Smith calls “the intention of the text” (Smith 1990,
91), building on the suggestion that “the text intends
methods and schemata for interpretation and ... these
can be recovered through analysis” (ibid).

In this brief note, I will address an important
fundamental question: What work are the Surveys
designed to do? The analysis will show how, through
the drafting process and peer review, the text is im-
bued with what my informants called “a dual mes-
sage.” Despite their external appearance as a kind of
“gradebook” for the particular country under review,
I show how the Economic Surveys are not intended
merely to tell that country what it could and should do
in relation to the particular economic problems iden-
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tified in the report. They are also designed “for general
OECD consumption”; to articulate and circulate gen-
eral OECD recommendations and best practices.

The EDRC and the system
of peer review

It is my impression that maybe it's not very
clear to people what the OECD is all about.
Well, it is peer reviews that are the essence
of the OECD. We try to identify best prac-
tices. We try to find out how to evaluate
each other.

(OECD economist, Economics Department, Country Desk)

The grand finale of any survey process is the peer review
by the Economic and Development Review Commit-
tee (EDRC). This involves a full-day meeting in a peer
review setting dedicated to discussing the Survey, its
recommendations and implications. The setting of this
meeting is as follows. The EDRC meets in one of the
large conference rooms at Rue André Pascal in Paris.
The room is spacious enough to seat the economic
counsellors from the national representations to the
OECD, as well as relevant staff from the OECD secre-
tariat (desk, supervisors, and director), the delegation
from the reviewed country (see below), the chair of the
committee and observers from the EU and the IME
The EDRC proceeds according to a well-re-
hearsed protocol (OECD Policy Brief). Although this
collective of representatives from all member countries
share responsibility for the peer review and discussion
of the Survey, two examining countries are appointed
with special responsibility for the particular EDRC ex-
amination. They prepare a written assessment of the
draft report and its recommendations ahead of the
meeting, and decide, in collaboration with the chair
of the Committee and the OECD economist respon-
sible for drafting the report (desk), the key topics that
should be given priority at the peer review session.
The meeting begins with an opening statement
by the chair of the Committee, who chairs all EDRC
peer reviews. The chair is appointed by the EDRC as
a so-called council expert and his or her services in
leading committee peer reviews are funded by the
OECD general budget to ensure independence from
both ECO (the OECD Economics Department) and
the countries being evaluated in the EDRC. The chair
opens each peer review session by summarizing the
main findings of the draft survey and its recommenda-
tions, as well as the issues and questions for discussion
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raised by the examiners. This is also a way of symbol-
ically marking the relative autonomy of the collective
of the peer-reviewing committee and its responsibil-
ity for reviewing the economic policies of the relevant
country and identifying revisions in the draft prepared
by the Secretariat.

The examiners’ job on this occasion is to guide
and structure the discussion (the peer review) of the
selected topics and to ensure that it concentrates on
them. This discussion is supposed to clarify whether
the Committee, as a collective, can agree with the
main assessments and recommendations of the draft
report prepared by the Secretariat in close cooperation
with the reviewed country.

In the written comments submitted to the
EDRC, the country under review expresses its views
with regard to the analysis in the drafts, including its
possible shortcomings. After this, any counsellor from
any member country may participate in discussion of
the topic, at which both the Secretariat and the coun-
try under review are allowed to respond, explain, and
comment. The chair finally closes the meeting, late in
the afternoon, with a summary of the discussions at
the meeting. These closing remarks - called the Chair’s
Conclusions - form the basis for the final redrafting
on the following day, to which I will now turn.

Minutes from the
post-EDRC redrafting

It is 9.45 on a Friday morning, the day after the EDRC
meeting. Eight men and one woman (and the observ-
ing sociologist) enter a rather bare meeting room un-
der the roof of the Chateau. In sober contrast to the
formality of the set-up of the large EDRC conference
room on the preceding day, this meeting room is
sparsely equipped, with a large meeting table, a screen,
and a computer. This signals work.

The delegation of the country under review
musters a total of seven people: the head of the del-
egation (a director from the Ministry of Economic
Affairs), two economists from the same ministry, and
one representative from each of the ministries for the
sectors discussed in the chapters of the Survey. Also
present in the delegation are the national Economic
Counsellor accredited to the OECD and his or her
assistant. The Desk/OECD secretariat is fully repre-
sented with a head of division (supervisor), the main
author of the Survey (head of desk/senior economist)
and second author (the desk economist).

OECD: “So, we have put in your suggestions ..."

Country delegation: “Not suggestions, improvements!”
[laughs]
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The atmosphere can be described as professional: “We
have a day’s work ahead of us” The group assembles
rather loosely, informally, and not quite punctually.
A shorter (somewhat stylized) negotiation about who
is to do the actual typing and about whether the text
copy to be revised should be that of the OECD or of the
country delegation is resolved, and people sit down.
The delegation takes up most of the seats around the
table. At one end, by the computer keyboard, sits the
head of desk.

One’s attention is already drawn to the screen,
which shows a Word document, with the original text
and with bright red letters reflecting the redrafting.
This is the draft Survey with the national delegation’s
desired interventions in red. The OECD head of divi-
sion proposes that “maybe the most flexible way” is
to start with the Assessment and Recommendations
section (the A&R) “which is what is really important™:

OECD: [continues] ... “and this morning we shall try to sort
out the problems in the A&R. Let’s see how far we can get
with the A & R before 12.30 [when some members of the
Delegation have to leave, MDL] and then later this afternoon
look at the rest of the chapters. Of course, we have to take
into account the Committee’s comments. Here, it is a bit diffi-
cult for me, since the Chairman and the Committee were not
very strong in their remarks”.

The subtext seems to be that not many substantial re-
visions of the draft are required. The country delega-
tion protests by intervening:

“I would say that in one or two cases, the discussion at the
EDRC will have an impact on the wording!”

For a moment, the atmosphere surrounding how to
proceed is somewhat edgy. The Delegation provides
the next step forward by proposing:

“Maybe it is a good idea to start with the Conclusions of the
Chairman to see if this will lead to slightly different wording"

The Chair’s Conclusions

As aremarkable contrast to the firmly established pro-
cedures for the EDRC peer review, and the importance
given to the task of ensuring that the final text “[fully
reflects] the center of gravity of the Committee’s de-
liberations” (OECD webpage), I was rather surprised
to learn that the Chair’s Conclusions were present at
the redrafting session only in the form of handwrit-
ten notes by desk and delegation, respectively. From
a pragmatic point of view, this is productive for the
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redrafting process, I was told, as it "[ensures] that we
do not have to begin by agreeing about what he said in
the first place and putting that on paper before we can
get started” (interview, head of desk). We may, follow-
ing Smith (2005) understand the chair’s conclusions
from the EDRC as a significant symbol (Mead 1934)
as we observe how the involved individuals from the
OECD and the delegation interact in order to arrive at
a version that everyone, including the Committee, can
accept as being semantically equivalent to the chair’s
summary.

At the same time, in accordance with Smith’s
interactionist framework, we shall also see how this
approach leaves plenty of room for the parties to shape
the remarks and the drafting revisions with a view to
projecting the analysis and policy recommendations
of the Survey onto their preferred courses of action.
As we shall see, the task of this high ranking group of
economic professionals from the OECD and national
governments is not to treat the conclusions as a check-
list. Rather, as the final step of the drafting, the group
is supposed to engage with the Chair’s Conclusions in
a process of co-production of knowledge towards the
common goal of a so-called “agreed redraft” — a text
that (again in the words of the head of desk) is “accept-
able for the delegation and in line with the Commit-
tee” (interview).!

“Acceptable for the delegation” ...

As previously described, the country under exami-
nation has a number of opportunities to discuss the
analysis and conclusions of the Economic Survey.
During the drafting process, there is already an infor-
mal discussion about which topics could be examined
in the next Survey. This becomes more formal when
the next Survey cycle starts and relevant subjects are
selected. The first possibility for discussing possible
issues of concern and policy recommendations is dur-
ing the so-called structural mission, which is mostly a
fact-gathering exercise. The second (so-called policy)
mission has the purpose of presenting the national
authorities with the Secretariat’s findings and conclu-
sions, giving the country concerned an opportunity to
react. At the EDRC, the delegation is given the oppor-
tunity to make comments, pointing out factual errors
and underlining areas of disagreement with the draft
or with the comments from the two reviewing coun-
tries. Furthermore, the country must produce a so-
called “one-pager” in advance of the EDRC. This is a
document in which the national government can state
points on which it holds a different view from that ex-
pressed in the draft. Consequently, at the time of the
redrafting, all parties know very well where there is
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disagreement. Nevertheless, during redrafting, desk
and delegation engage not in bargaining, negotiations,
or compromise, but in yet another round of testing the
arguments, as will become clear in the following dis-
cussion about the final text in a section in which the
OECD draft Survey discusses reforms of the housing
sector.

In its chapter on housing and labor mobility,
OECD has pointed to “numerous rigidities” on the
housing market in the examined country, in particular
the size of the rental sector and the rigid rent control:?

The housing market is characterized by numerous rigidities,
which may hamper geographical labor mobility. The rental
segment is characterized by rigid rent control and an interna-
tionally large social housing sector. The below-market rents
combined with eligibility checks only at entry have led to a
low tenant turnover and almost sixty [percent] of tenants
having incomes above the eligibility level. (from draft survey)

Like all structural policies, housing policies involve a
number of different regulations (housing policies, rent
control, taxation); they also have particular institu-
tional features, so that housing markets vary consid-
erably from one country to another. For instance, the
size of the rental sector is structurally linked to de-
mand and supply in the private housing sector, and
thus also to policies regulating where land can be de-
veloped.

From the OECD’s point of view, the social (or
in the words of the head of desk “the social or what
should we call it”) housing sector is simply too large,
too regulated, and not very well targeted, which has
resulted in a housing policy that is too costly and in-
efficient. Moreover, because the only eligibility check
comes when people move house, it is very attractive
to remain in social housing, which in turn means that
geographical labor mobility is hampered (because
people might be less inclined to move from a dwelling
with cheap rent). From the point of view of the desk,
this is really the core problem. For the delegation,
however, which is reluctant to accept the suggested
deregulation of land development, and is protective of
national housing policy, more is at stake than merely
rent subsidies and housing policies.

Country delegation [looking at the screen]: “It can’t be 60%.
| don't have a problem with your saying something in the
text about this being a bit high, but we need to get the facts
right. This number, | just don't trust it ”

OECD: [humorously]: “A bit high?”

Country delegation: [determined] “I don't care. | think the
right level of [eligibility] should be [mentions a figure close
to the current one]. If you think it’s too high, then ... [indi-
cates with his hands and body language: “do as you wish"].
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OECD: “The level of eligibility is not the issue here. The issue
is that this sector is simply too large, and the problems which
follow from this".

Country delegation: “I don’t mind to exaggerate the prob-
lem. | am just saying that we need to check the facts, so we
are sure the facts are right”.

OECD: “Yes, okay, you check your facts, you give us the num-
ber, we put it into the text, no problem!”

“And in line with the Committee” ...

The atmosphere is not completely relaxed. An SMS is
sent to the national capital to check the current num-
ber of citizens whose income level has come to exceed
the level of eligibility for rent subsidies. Waiting for
this figure, the delegation moves on to try to resolve a
number of related points of disagreement in the text.
On the screen, text revisions succeed each other. With
the basic question about the recommendations on
housing policy still unresolved, it is not easy to find
solutions that everyone agrees are good. At one point
in the discussion, when the suggestions for text revi-
sions become particularly detailed, the head of desk
comments:

“This is basically not for [your] national consumption; it is for
other countries, to tell them what they should do”

“Not for national consumption” -
the dual messages of OECD surveys

Here we see how the head of desk was successful
in making the redrafting process move on without
changes to the OECD message by making a plea con-
cerning the horizontal purpose of the Surveys and
peer review: in other words, the fact that the Surveys
are not merely for national consumption. In a post-re-
drafting interview, the head of desk explained what
happened in the following way:

“In peer review, there are always two messages: one for the
country, and one which is targeted at other countries, for
general OECD consumption. This is something we are fully
conscious of. In the drafting process, | am constantly con-
cerned with whether what | am writing is relevant. ‘Would
this be of interest to anyone at all?’ It may be of interest either
for national consumption or for other countries. But | would
say that most of the Surveys are for national consumption -
maybe 75 or 80%.” (interview)

Awareness of such dual messages, I propose, conveys

one important code for understanding the work the
Surveys are designed to do. We can take the analysis
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one step further and connect these dual messages to a
more fundamental distinction undergirding the work
at the OECD, between the horizontal and the vertical
dimensions of the OECD’s organization and knowl-
edge production. These concepts are chosen because
they are ethnographic terms used by OECD econo-
mists themselves to describe qualities of knowledge,
but also the organizational principles of the OECD.
The horizontal, in the context of the OECD, refers to
cross-country, comparative, evidence-based, or gen-
eral OECD recommendations — or in short the “OECD”
perspective. Sometimes it also refers to cross-depart-
mental cooperation and joint publications. The “ver-
tical” refers to the single-country perspective: knowl-
edge primarily for national consumption.

As core organizing principles for the work and
organization of the OECD, the horizontal and verti-
cal dimensions are not dichotomous, but articulate
and organize the complex task of the peer review as
economic analysis operating “between the (too) coun-
try specific and the (over) general” (interview). Curi-
ously, we observed how this balance is not established
as an overall equilibrium between the two principles
throughout the Survey’s analysis and recommenda-
tions. Instead, such horizontalizing elements are sys-
tematically inscribed and repeated in every Survey -
side by side with vertical, country-specific analyses.

Conclusion

In this ethnographic vignette, I have asked the ques-
tion: “What work are the OECD’s Economic Surveys
designed to do?” and analyzed the textually mediated
sequences of action embodied in the peer review and
the redrafting process. I conclude that the Surveys, in
accordance with the OECD method of peer review, are
designed both to be relevant for the particular country
under review (which means that they are supposed to
identify relevant problems for the country, as well as
what the country could and should do in the current
situation), and to contribute to promoting ongoing
OECD work of a more horizontal character: general
OECD recommendations, other OECD work, and
cross-national policy comparisons.

Focusing on the textual intention of the Sur-
veys brought out important dimensions of the textual
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foundation beneath the peer review organization of
OECD’s Economic Surveys. It revealed how such dual
messages systematically establish a textual structure
with multiple textual intentions, and hence multiple
courses of action (Smith 2006, 66-68). The two kinds
of message project two different kinds of potential im-
pact for OECD analyses and policy recommendations.
Vertical recommendations seek a direct impact by
proposing solutions to concrete policy problems iden-
tified in the country under review (based, of course,
on the OECD’s more horizontal work). Horizontal
recommendations are targeted for a more indirect im-
pact, which contributes to the OECD’s ongoing work
of defining principles and best practices for economic
policy within, across, and beyond OECD member
countries. For these reasons, I propose that paying
analytical attention to the epistemic scaling practices
of the horizontal and vertical - and to the way these
scaling practices are employed by the actors in the
peer review process — contributes insights that are rel-
evant for understanding the complex foundations of
the impact, legitimacy, and authority of the OECD’s
Economic Surveys.

A second analytical conclusion is the reminder
that the balance between the horizontal and vertical
elements of OECD activities is not settled once and
for all, or in the same way in all OECD work (or in
each individual peer review and Economic Survey
for that matter). This basic interactionist observation
should not be seen as an analytical weakness of the
framework. Rather, I propose that it indicates that the
ethnographically grounded analytical focus on the dy-
namic interplay between horizontal and vertical ele-
ments could be applied to contemporary discussions
about how to understand and assess the changing
role of the OECD, which is characterized by increas-
ing diversity and volume of membership of the EDRC
committee and the peer-review institution® (Clifton
and Diaz-Fuentes 2011). Here, the framework could
be applied to examine whether the balance between
horizontal and vertical elements of OECD analyses,
recommendations, and public statements may be
shifting, with implications for the expert role of the
OECD and the balance between the particular and the
general in OECD peer reviews.
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Endnotes

—_

Finally, the EDRC committee must also accept the agreed re-
draft. Besides this constraint, the protocol of the redrafting does
not include an arbiter of any sort — and there is no closed time-
frame for the process, which can last until the participants reach
agreement on the draft. The redrafting session described in this
note was, my OECD informant told me, “the easiest redrafting”
he had ever experienced and led. | was told that one infamous
redrafting lasted a full week.

2 | had earlier been told an OECD joke which runs like this: “What can
destroy a society quicker than a nuclear bomb?”“Rent control!”
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Central bank
independence:
economic
common sense
and economic
device

Sebastian Heidebrecht

Central bank independence,
economics and economic experts

tral bank independence - best coupled with an ex-

plicit mandate for price stability - is an important
institutional device for maintaining that stability (for ex-
ample, Eijffinger and De Haan 1996, 1). However, the idea
that monetary policy works best when it
is delegated to independent authorities
averse to inflation, out of reach of politi-
cians’ influence, is historically contingent
and part of a more or less neoliberal eco-
nomic policy paradigm that became
dominant over the course of the 1980s
and the 1990s (Hall 1993; Blyth 2002).
This ideational historical background is
arguably particularly important for the establishment of
the European Economic and Monetary Union (EMU)
(McNamara 1998), which is designed around the Euro-
pean Central Bank (ECB), often perceived as being the
most independent central bank in the world (Dincer and
Eichengreen 2014).

In the European context, central bank indepen-
dence became part of a flawed ideational consensus
that continues to guide Europe’s “self-defeating” (Mat-
thijs and Blyth 2017) macroeconomic governance,
with monetary and fiscal policy pushing in opposite
directions. Today, a very expansive monetary policy
conducted by the ECB is accompanied by very re-
strictive fiscal policy measures conducted by govern-
ments of Member States, with the latter constrained by
binding European macroeconomic policy rules, such
as the Two Pack and Six Pack reforms and the Fiscal

I t is economic common sense that a high level of cen-
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Compact. The severe consequences of this policy mix
probably deepen the divide between Member States of
the European Economic and Monetary Union (EMU)
due to divergent macroeconomic effects for northern
European creditor states and the southern periphery
(Heidebrecht and Kaeding 2018), as highlighted by key
indicators such as youth unemployment. But it also has
more direct political consequences, as indicated by the
diverging votes for more radical right-wing parties in
the European core and for more left-leaning parties on
the European periphery (Kriesi 2016).

From the perspective proposed here, the prob-
lem with undeliberated central bank independence,
besides its role in producing economic outcomes that
are likely to benefit the winners of a low-inflation en-
vironment (Pixley et al. 2013), is that it serves as a
powerful device for maintaining the ideational back-
ground of a flawed macroeconomic policy mix. This
is an example of the performative influence of eco-
nomic ideas developed in economics as a discipline: in
other words, economic ideas and transferrable tech-
niques can reformat and reorganize the phenomena
its models in principle claim to describe (Callon 1998;
MacKenzie and Millo 2003). The performative effects
of economics are realized by economic professionals
and popularizers who disseminate economic ideas
- such as central bank independence - in the world.
Ironically, some of the most influential economic ex-
perts are arguably — again - central bankers, and that

Sebastian Heidebrecht is a researcher and PhD-student at the chair of European
Integration and European Politics of the University of Duisburg-Essen. His work centres on
economic and monetary policy as well as on politics in the European Union. Additionally,
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Sciences Commerciales d’Angers. Recently, Sebastian Heidebrecht has been a co-editor of
a special issue of the economics journal ‘Credit and Capital Markets’ on ‘The Political Role
of the European Central Bank; which will be published in early 2018.

is why this article is about their independent position
and their expertise. They not only play an important
role in the current macroeconomic policy mix, but in
the case of the European Union (EU) they shaped, as
experts, the design of EMU around the extremely in-
dependent ECB (for example, Verdun 1999).

Central bank independence
as a neoliberal idea

The assumption that central bank independence is
necessary to counteract inflationary biases rests on a
number of theoretical explanations. In a nutshell, the
basic argument is that politicians are likely to have
incentives to use monetary policy to stimulate the
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economy and boost output in the short run for elec-
toral reasons, regardless of whether these policies are
likely to produce economic trouble in the longer run.
Therefore, monetary policy should be transferred to
independent bureaucrats in central banks, irrespective
of the potentially unequal political-economic effects
such delegation might entail.

The intellectual history of this fairly techno-
cratic concept of central bank independence goes back
to such axiomatic economic assumptions as the Phi-
lips curve (Phillips 1958), which assumes that lower
unemployment will lead to higher rates of inflation,
and vice versa. This inverse relationship, theoretically,
allows policymakers to use monetary policy to reduce
unemployment by effecting a monetary stimulus.
Hence, the Phillips curve was integrated into Keynes-
ian macroeconomic policymaking in the Bretton
Woods era. However, the possibility of rational steer-
ing of a capitalist economy was prominently rejected
as too good to be true. Academic criticism was early
raised from Chicago, among others by such prominent
figures as Milton Friedman (1968). These proponents
pointed to the difference between monetary and real
aggregates, arguing that if economic agents took the
view that new nominal wealth created through mon-
etary stimulus does not represent an increase in real
wealth, they would adjust their expectations accord-
ingly, so that the economy would end up in a situa-
tion with high unemployment and high inflation. The
high inflation/high unemployment rates of the 1970s
seemed to confirm the monetarist line.

Alongside these developments, the political
weather also changed, favoring a more monetarist tem-
plate over the late 1970s and 1980s, with Keynesian mac-
roeconomics falling into abeyance. In this intellectual
climate, key politicians such as Ronald Reagan took the
view that “government is not the solution to our prob-
lems; government is the problem” (Reagan 1981). Brit-
ish prime minister Margaret Thatcher also promoted an
individualist thinking, asserting that “there is no such
thing as society” (1987). There was a paradigm shift of
key assumptions about the economy, and a fundamen-
tal change in the main goals of macroeconomic policy
(Widmaier 2016). While Keynesian analysis treated the
private economy as inherently unstable and in need of
fiscal adjustment, monetarists saw the private economy
as stable and discretionary public policy as an impedi-
ment to efficient economic development. This was cou-
pled with a change in the main goals of policymaking:
while inflation replaced unemployment as its main
concern, macroeconomic efforts to reduce unemploy-
ment were sidelined in favor of balanced budgets and
direct tax reduction (Hall 1993, 284).

In this looming neoliberal climate, the economy
was put before the polity, markets were presented as a
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neutral solution to economic problems, and the state
was theorized as an obstacle to economic success and
individual freedom (Amable 2011). In this context,
the idea of delegating monetary policy away from
public institutions, overseen by elected politicians,
towards technocratic bureaucrats in independent cen-
tral banks became appealing. The economic idea of
central bank independence became so powerful that,
even in very distinct macroeconomic and institutional
environments central banks became independent in-
stitutions all over the world, especially in the 1980s
and 1990s (McNamara 2002; Marcussen 2005).

This was also the period in which EMU was de-
signed. EMU is clearly the product of the prevailing
ideational environment in its market-based design,
with the ECB - the most independent central bank in
the world - at its core. The goal was to shield the only
supranational central bank in the world from the in-
fluence of elected politicians, and in order to support
market-based macroeconomic coordination in EMU,
the ECB became solely responsible for price stability
(not full employment, TFEU Art. 127) and was legally
prohibited from monetary financing (TFEU Art. 123).
This market-based approach was further enforced
through the institutionalization of the so-called “no
bailout clause” (TFEU Art. 125), accompanied by the
Stability and Growth Pact. Overall, this regime was
designed to ensure macroeconomic stability, inter-
preted primarily as “sound (public) finances”, through
the disciplinary power of (financial) markets (Com-
mission of the EC 1993; Yiangou et al. 2013).

The European Central Bank is
independent - but of what?

Although the ECB is an increasingly important actor
at center stage of EMU market-based governance, the
central bank’s independence from (direct) political
influence remains unchallenged. However, the central
bank’s policymaking instruments are significantly de-
pendent on financial markets (Braun 2018). As Greta
Krippner has shown with regard to the US Federal Re-
serve, the reliance of government entities on financial
marKkets is typical of our neoliberal and highly finan-
cialized era in which fiscally constrained governments
seek ways to govern the economy (Krippner 2007,
506). However, especially in the case of EMU, this spe-
cial kind of governability (for a discussion see Braun
2014) through financial markets has come at a price:
in contrast to other currency areas, such as the United
States and the United Kingdom, in EMU monetary
policy is delegated to supranational technocrats, while
basically all other macroeconomic policy areas remain
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at the national level. While the transfer of monetary
policy to the supranational ECB can be interpreted as
a success in terms of price stability, the period after the
financial and economic crisis in particular revealed
weaknesses in EMU’s asymmetric design. In effect,
EMU’s main problem was its simultaneous exposure
to two complementary kinds of problem, both related
to issues of central bank independence.

Already relatively weak public finances wors-
ened due to the financial crisis, in which policymakers
took the view that they had to support financial mar-
kets by socializing losses and had little room to reverse
the privatization of previous profits. The weakening
of public finances, together with the costs of finan-
cial market support induced a “doom-loop” between
sovereign debt and financial stability, especially in pe-
riphery Member States’ banking systems. Although
several Member States initially reacted to the crisis
with a more Keynesian policy response (Blyth 2013;
Vail 2014), their weak public finances and constrain-
ing EMU governance rules impeded them from going
further down that road in the longer run. EMU re-
strictions left Member States without the capacity for
significant fiscal maneuvers, not to mention bereft of
national monetary policy instruments for stabilizing
their economies. This subsequently pushed several
economies into recession (for a similar discussion see,
for example, De Grauwe 2013). The persistent sover-
eign-banks doom-loop was further exacerbated by
the denominator effects of shrinking economies on
public debt ratios, which culminated in financial mar-
ket concerns about EMU concord and rising bond-
spreads due to perceived re-denomination risks.

EMU’s vulnerability to re-denomination points
not only to issues concerning relations between sov-
ereign states and financial markets, but also to the
persistence of a politico-economic power vacuum at
its core. The problem was that, confronted with the
effects of the financial crisis, EMU was exposed to po-
tential doubts on the part of key political actors and
financial markets, which diagnosed parallels with the
gold standard and the Bretton Woods system, both
of which proved to be reversible (Dyson 2014, 586).
These concerns were present in the euro zone because,
in contrast to other currency areas such as the United
States or the United Kingdom, EMU lacks a suprana-
tional executive that could make credible contingent
commitments to take exceptional measures backing
monetary union, like politicians backing the — now
too independent - central bank by acting ultimately as
lender of last resort in the euro zone (Dyson 2013). Al-
though the economic struggle of many EMU Member
States reflects developments arising from the so-called
global financial crisis, its European features are also
linked to institutional design failures of EMU. Euro-
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pean policymakers’ belief in market “rationality” and
institutional reliance on financial markets’ disciplin-
ary power — exacerbated by the high degree of central
bank independence - turned out to be misguided.

Unchanging economic expertise

Anyone seeking empirical disconfirmation of neolib-
eral economic expertise could hardly do better than
the severe developments that arose from the so-called
“euro crisis” (see Blyth 2013, 208 for a similar argu-
ment). However, the expertise of influential European
monetary policymakers remained broadly the same.!
European central banking remains largely the preserve
of middle-aged men (only four women have served on
the ECB’s Governing Council, out of 70 persons), who
are on average 57 years old at the time of their first
appointment as a national central bank governor and
approximately 55 when appointed to the ECB’s Exec-
utive Board. More than 80 percent of them hold their
highest degree in economics (taking into account the
French Ecole nationale dadministration), followed by
degrees in law, especially among central bankers from
Germany and Austria, with close to 50 percent hold-
ing PhDs in economics. Around one-third received
their degree from a university in a foreign country and
one-third received their degree from an Anglo-Amer-
ican university. Ninety percent of all degrees received
abroad are from Anglo-American universities, which
reflects the importance of a particular Anglo-Ameri-
can tradition of economics among European policy-
makers.

In order to compare developments in expertise
over time, I calculated a single number allowing for
aggregation and thus for cross-time and cross-coun-
try comparisons by using a new data set on all Euro-
pean central bankers who have served in a monetary
policymaking position on the ECB Governing Coun-
cil since its establishment. I refer to a method pro-
posed by Christopher Adolph (2013, especially p. 70),
whose approach, based on regression analysis, allows
the construction of an index of what he labels “cen-
tral banker career conservatism”. Accordingly, I sum
the past career experience of individuals with what
he found to be inflation-reducing career expertise (fi-
nance ministry and finance) and subtract experience
in inflation-increasing career expertise (central bank
and government bureaucracy excluding the finance
ministry), while excluding what he found to be neutral
categories (all other categories), on a monthly basis for
all individuals. To aggregate this individual data into a
single number for the ECB’s Governing Council I take
the variable’s median, which is in line with research
suggesting that it is the preferences of the median cen-
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tral bank board member that matter (Chap- o>
ell et al. 2004; Hix et al. 2010). The resulting
index ranges from CBCC = -1 (all “liberal”
experience) to CBCC = 1 (all “conservative”
experience). Based on the underlying as-
sumptions of the approach, lower numbers
indicate a career composition that favors
economic growth over low inflation, while
higher numbers indicate a more finance-
friendly expertise composition prioritizing
price stability.

The following figures present the de-
velopment of the expertise composition of
the ECB’s Governing Council by presenting
the median CBCC score on a monthly ba-
sis. Figure 1 shows the CBCC results (on the
left axis) in relation to the development of
the ECB’s key interest rate (main refinancing
operations, scaled in percentage points on
the right axis), because lower CBCC scores
should lead us to expect monetary policy-
makers to set lower interest rates, and vice
versa. Figure 2 presents the same results of
the CBCQC, this time in relation to the devel-
opment of the ECB’s balance sheet, which is
scaled on the right axis in trillions of euros,
allowing for inferences concerning the rela-
tionship of the changing composition of Eu-
ropean central bankers’ expertise and unconventional
monetary policy. Note that in Figure 2 the CBCC in-
dex is inverted and scaled on the left axis, due to the
assumed inverted relationship between the variable
and the ECB’s balance sheet expansion.

The data show that the expertise composition
of the ECB Governing Council was relatively stable
between 1999 and 2008-2009, with a more “liberal”
deviation in 2002 and 2003. It again became more lib-
eral subsequent to the financial crisis until the end of
2015; from that time on, the score for the ECB’s Gov-
erning Council rises above even its highest pre-crisis
level. The Governing Council started with a relatively
conservative expertise composition, became more lib-
eral especially in the aftermath of the financial crisis
and reached its most conservative composition in late
2015, so that its members have a significantly more fi-
nance-friendly expertise composition.

In general, it is difficult to construct causal rela-
tions between Governing Council expertise composi-
tion and European monetary policy. Based on the data
discussed here, I cannot substantiate — in contrast to
Adolph’s 2013 findings - a strong relationship between
Governing Council composition and monetary policy,
given their divergence in terms of developments of the
key interest rate and use of the ECB’s balance sheet as
a proxy for unconventional monetary policy. While
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the relatively more liberal composition of the ECB’s
Governing Council between 2009 and 2015 might ex-
plain the ECB’s use of unconventional monetary pol-
icy instruments and very low interest rates, I cannot
report a strong relationship with interest rate setting
or asset purchases over the whole period. Especially
after Mario Draghi’s (2012) prominent announcement
in 2012 that he would “do whatever it takes” (to de-
fend the euro), the relationship between expertise and
monetary policy becomes rather arbitrary, and the
variable cannot explain in particular both the close-
to-zero interest rates and the ECB’s balance sheet ex-
pansion since 2015.2 The results, however, do allow me
to report in cross-time comparison — despite short di-
vergences in 2002-2003 and between 2011 and 2015 -
a trend towards continuity rather than a change in the
expertise composition of the ECB’s Governing Coun-
cil over time.

Central bank independence

in political time

Given the divergent and severe economic conse-
quences of macroeconomic policy within EMU, the

continuity in expertise composition among some of
its key economic experts is fairly surprising. However,
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it also reflects a “new normal” regime of economic
policymaking, as nowadays economies are dependent
on monetary stimulus. The ECB in particular is part
of the specifically flawed macroeconomic policy con-
sensus institutionalized in EMU, in which, since the
financial crisis, European central bankers may pursue
expansionary monetary policy, whatever their exper-
tise composition. While monetary policy has to be ex-
pansionary, the dominant economic policy approach
in EMU shifted from a short period of Keynesian mea-
sures towards more neoliberal and austerity-oriented
approaches. Monetary policymakers, in turn, have to
pursue massive expansionary monetary policy mea-
sures for reasons of financial stability, usually not de-
spite, but because of the dominant austerity regime in
EMU that leads to the appointment of more finance-
friendly experts in the first place.

All this gives us reason to reconsider the role
of independent central banks. Why does a European
coalition of political actors support continuity in fi-
nance-friendly independent expertise, despite distinct
and divergent economic developments? Who benefits
from monetary stimulus? The ECB’s market-based
governance approach might give cause for concern.
As Benjamin Braun (2018) rightly notes, the entan-
glement between technocrats in the central banks and
financial sector counterparties boosts the political
power of the latter. On one hand, my biographical data
on the career paths of central bankers do not indicate
on average — compared with other career experience
- a strong or growing importance of both revolving
doors and career backgrounds in the financial sector
over time. On the other hand, the ECB reached its
most finance-friendly stance at the end of 2015 and it
is striking that I have to report the total absence of any
experience with labor organizations among European
central bankers since the ECB’s establishment in 1999.

Central bank independence plays a prominent
role in this story. The rise of neoliberal doctrine over
the 1970s and 1980s made it possible to present cen-
tral bank independence as both globally transferable
(considering mostly differences in degree and neglect-
ing differences in kind of political economic constel-
lations in place and time) and transformative, thereby
allowing for its transformation into a technology of
political and bureaucratic power independent of na-
tional contexts (this is in line with arguments devel-
oped by Fourcade 2006, 152). The crucial case is ar-
guably the establishment of EMU with the extremely
independent ECB, despite all - also in its historical
context — the well-known caveats in terms of poli-
tics, economics, accountability and legitimacy that
this entailed. Further, in EMU, central bank indepen-
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dence was coupled with additional and correspond-
ing institutional devices. According to the Protocol
on the Statute of the ESCB and the ECB (Art. 11.2),
ECB members should be “appointed [...] from among
persons of recognized standing and professional expe-
rience in monetary or banking matters” (Protocol on
the Statute of the ESCB and the ECB, Art. 11.2).

This institutionalized form of central bank inde-
pendence in EMU has maintained the reproduction of
the composition of expertise among European mon-
etary policymakers by means of formal and informal
selection rules for individuals as the carriers of spe-
cific kinds of economic ideas. From this perspective,
what makes central bank independence such a pow-
erful economic device is the ideas’ inherent performa-
tive power. In other words, it comes with a blueprint
for institutional reform that shapes, on one hand, the
expectations of economic actors, thus rendering in-
stitutional revision costly, while, on the other hand,
central bank independence can consolidate neoliberal
macroeconomic ideas in powerful independent insti-
tutions, thereby promoting the resilience of central
components of this paradigm.

Economics presents central banking as a highly
technical issue, which has tended to encourage those
outside the discipline to treat monetary policy as
something requiring the intervention of a kind of
priesthood or, depending on ones perspective, in
more Faustian terms as a kind of alchemy (for exam-
ple, Greider 1989; Irwin 2012). However, recent de-
velopments might challenge this conviction. The key
argument for central bank independence is its alleged
effect on reducing inflation - but inflation is nowadays
typically considered to be too low, so this argument
can retaliate. Furthermore, given the ever-increasing
competences delegated to independent central banks,
it is clearer today than prior to the crisis that central
banking is about more than setting interest rates in
accordance with technocratic considerations. Most
of what is new is political in nature and has to be co-
ordinated with other policy areas. Discussing central
bank independence therefore entails an even broader
debate on macroeconomic policy. This is true, iron-
ically, especially in context of EMU, given the ECB’s
increasing competences and its prominent role in
EMU'’s rather obviously flawed macroeconomic policy
mix. Nevertheless, while it is possible in principle to
imagine devices such as inflation targets to be set by
politically accountable officials, who could also estab-
lish the frameworks in which central banks should act,
to date central bank independence has proved to be a
powerful economic device for the purpose of perpet-
uating a rather technocratic economic common sense.
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Endnotes

1 In this section we discuss empirical insights that are discussed fur-
ther in Heidebrecht 2018, for example, with regard to differences
between the European and Member State levels.
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Autobiographical
narratives and the

social-historical

science of economics:

a contribution to

reflexivity?

Introduction

arratives of personal experience written by

‘ \ ‘ economists are generally considered to be ille-

gitimate as empirical data in the field of eco-

nomic science as defined by the dominant conception of

economic methodology. However, they are both numer-

ous and rich. They feed journalistic commentaries and

accumulate in historians’ archives, from which they

sometimes emerge in the form of individual or collective

biographies, and may be used by sociologists as materials
in their explanatory or descriptive analyses.

This article will focus on this last use. It pro-
poses to consider autobiographical accounts of
experience written by economists and, more gener-
ally, economic actors (central bankers and finance
ministers first of all), as an important contribution
to the reflexivity of the social sciences, in Bourdieu’s
sense (Bourdieu 2005). It will methodically take into
account the multiple consequences of researchers’
integration in their society and, in return, integrate
into the analysis of the “facts” the role played by
knowledge and scholarly practices in the construc-
tion of social reality. This approach can be based on
the notion of the “theoretical effect” developed by
Pierre Bourdieu (1991), or on “performativity” as
conceived in works by, for example, McKenzie, Mu-
niesa and Callon (Callon 1998; Muniesa, McKenzie
and Siu 2007).

We will begin by discussing some of the clas-
sic issues in autobiographical narratives on the basis
of various bibliographical references providing testi-
monies from economists, then we will deal more di-
rectly with two recent contributions to the analysis of
crises, translated into several languages, by Ben Ber-
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nanke (2015), which concerns the United States and
the Great Recession of 2008, and by Yanis Varoufakis
(2017), concerning the Greek and euro-zone crisis.

The modest objective of this article is to draw
from these examples some of the characteristics of
autobiographical narratives by economists and eco-
nomic actors and, above all, to propose a preliminary
reflection on their possible uses for a social-historical
science of economics, paying particular attention to
the role of expert actors, discourses, and ideology in
economic dynamics.

1. Storytelling, an essential
component of economic reality

In line with analyses that make actors’ discourses a ma-
jor component of the contemporary economic order
(for central banks, see in particular Holmes 2013) and
works put discursive processes at the center of pub-
lic policy analysis (Edelman 1977), story-telling can
be considered one of the most important discursive
practices in the economic field, performed by various
actors, whether leaders or people trying, through their
analyses, to participate in constructing the meaning of
decisions and events.

Robert Shiller recently encouraged this in a text
entitled “narrative economics” (2017). Re-evaluating
the role of narratives in the functioning of the econ-
omy (in our case, economic policies) is therefore topi-
cal and, in our view, involves mobilizing various tools
of discourse analysis, which will only be outlined here.

Any analysis of the economic, macroeconomic,
and financial situation, any analysis of an economic
crisis can be interpreted as a storytelling practice that
necessarily obeys certain norms, which define a par-
ticular discursive genre.
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The narratives organize and structure the social
representation of the dynamics of the economy: their
first function is to organize a symbolic order, based,
for example, on the use of chronological breakdowns,
the definition of actors and sequences of events, and
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the more or less structured promotion of significant
actions. These narratives are also used to represent the
dynamics of the economy, stressing its direction, path,
and rhythm. They thus contribute to building a stabi-
lized representation of what might otherwise appear
to be a chaos of incomprehensible facts.

The second function of autobiographical nar-
ratives is to legitimize actors and actions, albeit in a
very practical way. This process of legitimation is well
known and far removed from the mere transmission of
information spontaneously associated with language.
This is why oral history, made up of “legitimate” and
“controlled” narratives, is so popular inside political
and economic institutions, which see it as a means of
accumulating the symbolic capital that is useful, if not
necessary, for any institution.

Autobiographical narratives, acts of enuncia-
tion, finally, mobilize linguistic and more generally
symbolic resources, which, in the case of economics,
can be of a “scientific” nature (concepts and theoret-
ical arguments, numbers, curves, diagrams, tables,
equations), “institutional” (taken from an official dis-
course, including legal discourse defined by a commu-
nications consultant) or “factual” and “practical” (por-
traits, anecdotes, reported discourses).

While it is not possible to summarize the his-
tory of autobiographical narratives (“testimonies”) of
economic actors and economists, we can at least un-
derline how old and prolific the genre is. This is par-
ticularly the case in France, which has a strong liter-
ary tradition: in 1954, Emile Moreau, former Gover-
nor of the Banque de France, published his memoirs
from the period 1926-1928, almost thirty years later
(Moreau 1954). During this period, he was directly
involved, with Raymond Poincaré, Charles Rist, and
Pierre Quesnay, in a phase of monetary and financial
stabilization, in a context of intense exchange rate cri-
sis with Great Britain.

The document’s originality lies in the fact that
it is a journal written as events unfolded, in which the
author frankly evokes his sometimes conflicting in-
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teractions, beginning with the announcement “by a
brief and urgent telephone call” of his appointment by
“President Caillaux” to replace Mr. Robineau as head
of the Banque de France, which was “dominated by
its Secretary-General, Mr. Aupetit” (p. 1). Prefiguring
what we will find very frequently in
this kind of narrative, many times he
evokes his immediate circle, first of all
his wife (“my wife is sorry [about my
appointment],” p. 3), elements of his
lifestyle (“In the evening, dinner at the
French Embassy,” p. 264). He acknowl-
edges that he accepted the position out
of “a taste for struggle” (p. 13), which
gives his story a heroic character, and does not hide his
initial doubts about his legitimacy for such a position,
which soon dissipated through action.

In this narrative, we see above all the governor, a
fierce defender of the independence of the institution
as it was conceived at the time (most of his career was
spent inside the Banque de France), and a monetary
reform that he considers to be in line with the inter-
ests of his institution, at odds with the government (in
the first place the president of the Council, Raymond
Poincaré) and the political actors, the press, and the
members of the Council of Regency. He does not hide
the positions he takes, judgments about people, dis-
agreements, and so on.

2. Ben Bernanke: storytelling

as a legitimation of the (heretical)
action of a central banker during
the crisis

If the title of Bernanke’s book, The Courage to Act
(2015), is quite clear on the author’s intentions, the text
is much more than a simple pro-domo plea, even if the
function of legitimizing a courageous action, the one
that led him to launch a radically “unconventional”
monetary and financial policy, and to break with the
orthodoxy of central banking, is obvious in this text.
Indeed, the author begins his work with an au-
tobiographical account of his family and childhood,
training, and a very traditional career. In addition to
growing up in a middle-class Jewish milieu, we dis-
cover the decisive influence of one of his grandmoth-
ers, which shaped his interest in the 1930s, to which
he devoted part of his academic work. This prepares
the reader to understand how and why he chose to act.
The articulation of the individual and the collec-
tive is at the heart of the book, which makes it possible
to reconstruct the author’s positions and the work-
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ings of his authority within the Federal Open Market
Committee and, more generally, of all those involved
in crisis management, particularly in extreme circum-
stances, such as the collapse of Lehman Brothers.

The book is first and foremost a narrative of ac-
tions in the first person, where “I” is omnipresent: “I
resolved to pause ..., ’I proposed moving in that di-
rection ...”. But it is also a testimony from within about
the functioning of the Federal Open Market Com-
mittee, which is the steering body for US monetary
policy. One reads the daily analysis of the positions
taken by the actors of the council in the face of the
most recent economic data: the opposition between
“hawks” and “doves” is frequently used. Bernanke
sometimes evokes his personal feelings, such as when
he recounts the dilemmas surrounding the collapse of
Lehman Brothers Bank: I felt considerable sympa-
thy for this last argument” [opposing Wall Street and
Main Street]. The “we” reappears when Bernanke re-
ports on decisions taken by the FOMC after various
discussions, as in Lehman Brother’s bankruptcy. He
defends collective decisions while indicating that they
were not “choices”

Chapter 19, on quantitative easing and the “end
of orthodoxy;” describes the rationale behind adopting
the policy of bulk purchases of Treasury bills (“large-
scale asset purchases,” qualified as “quantitative easing”
in the media and financial markets), and the major in-
stitutional and political resistance to this development.

Over the course of the book, the author gives a
few descriptions of the important actors in crisis man-
agement, such as Hank Paulson “ who projected a rest-
less energy that took me some time to get used to,” or
Richard Shelby, whose “good-old-boy mannerisms be-
lied a shrewd intelligence and cosmopolitan tastes.” Dis-
tilling the anecdotes in small doses, Bernanke evokes
his common liking with Hank Paulson for oatmeal, a
visit to the hairdresser, and various other well-chosen
private situations. He confides that he did not distance
himself from the Republican Party, but also that the
party has moved away from him with its increasingly
right-wing orientation. He boasts, however, that he was
attacked by both the extreme right and the “extreme
left,” embodied by Socialist Senator Bernie Sanders, in
a classic centrist rejection of “extremes.”

Jean-Claude Trichet, former president of the
ECB, a man described as a moralist untrained in eco-
nomics, defended, at the end of his mandate, mone-
tary tightening and a return to orthodoxy in Europe:
this criticism is nevertheless encapsulated in a tribute
to a “gentlemanly, diplomatic” French civil servant.
This balanced opinion on the former president of the
ECB contrasts with a very positive judgment on Mario
Draghi, who “was influenced by the New Keynesian
framework that serves as the leading policy paradigm
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in the United States,” which went in the right direction
but had to face “fiscal policy creating even more pow-
erful headwinds than in the United States.”

The stories of personal interactions are perhaps
the most revealing, such as the Martin Building din-
ner (Chapter 23) with Tim Geithner, Robert Rubin,
Larry Summers, and Hank Paulson (former Trea-
sury Secretaries), Paul Volcker and Alan Greenspan
(former Fed chairmen), and Don Kohn (former Fed
Vice-chairman),’lively conservation,” “unusual,” “col-
ored by complicated personal relationships.”

In fact, very little is learned about possible differ-
ences and tensions, and the group is described, finally,
as communicating for the satisfaction of having partic-
ipated in the promotion of national interest, contrib-
uting to the leader’s sense of integration into the Great
National History. Even if Larry Summers’ position on
QE, while he was a candidate to succeed Bernanke, is
one of the positive conclusions of the evening, Ber-
nanke, showing a certain restraint, does not take sides
with regard to any of his potential successors.

The final message of the book is centered on
collegiality and consensus, which should come as no
surprise from a Republican economist, appointed by a
Republican to head the Fed, re-appointed by a Dem-
ocrat with the majority support of the Democrats and
who, in a few months, was to change the global frame
of reference for monetary policy, while preserving his
relations with the main players in US politics.

3. Story-telling as a tool
for symbolic struggle and
rehabilitation

Yanis Varoufakis’s narrative (2017), which relates his
experience as finance minister of Alexis Tsipras’s “rad-
ical left” government in Greece in 2015, at the center
of the euro-zone crisis, is situated in a more conflictual
and critical context.

Varoufakis’s main reason for publishing a po-
tentially controversial testimony is that he wishes to
explain and correct various allegations on his brief
time at the head of the Greek Ministry of Finance. To
this intention of rehabilitation is added the desire to
prolong a symbolic struggle that has proved both in-
tense and complex.

The book focuses on his extremely difficult
discussions with representatives of the “Troika” and
various actors of what he meaningfully calls, in the
English title of the book, “the deep establishment” of
European institutions. Most of the events took place
during a very short period of time, from the end of
January to the beginning of July 2015, but the book
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also returns to the author’s family trajectory and anal-
yses his gradual rapprochement with Syriza during the
crisis of 2010, before the victory of this party at the
January parliamentary elections, despite various pres-
sures from the European institutions.

In the case of Varoufakis we find again several
elements present in the two previous examples, par-
ticularly in Bernanke’s memoirs. However it is the dif-
ferences that show how subtly the narrative contrib-
utes to constructing the meaning of an event and eco-
nomic policy decisions, while also trying to influence
the present. Indeed, Varoufakis does not hesitate to
deliver psychological and behavioral analyses, some-
times very critical about certain actors, and to restore
conversations recorded by him without the knowledge
provides for the interlocutor. He is not afraid to reveal
deep, vehement, and sometimes “low blows” in inter-
personal conflicts, which are common in situations of
intense organizational and social crisis. He repeatedly
mentions virulent media campaigns against him, and
it is difficult not to attribute some of the events he de-
scribes to the effects of his self-presentation and often
provocative humor, which may have deprived him of
some potential supporters.

Academic economist, married to an artist, com-
ing from an ideologically divided family and former
personal friend of the Papandreou - socialist lead-
ers — lineage, he prides himself on having set up solid
and modern doctoral programs in economics at the
University of Athens, where he was close to the future
governor of the central bank, Yanis Stournaras, who
has since become a staunch supporter of austerity and
one of his harshest opponents.

He is well inserted in the globalized academic
field. Hence, just before being appointed Minister of
Finance, he was a visiting professor at the Lyndon
B. Johnson School of Public Affairs in Austin, Texas.
Once appointed minister, Varoufakis continued to
demonstrate his connections with the most legitimate
actors, particularly renowned professors from An-
glo-Saxon economics. For instance, the book begins
with a friendly discussion with Larry Summers, for-
mer president of Harvard University and former head
of Obama’s team of economic advisors, who was once
a candidate to succeed Bernanke.

Eventually rejected among outsiders, Varou-
fakis wants to make it clear that he tried everything
to salvage some sort of favorable exit from the situa-
tion in which Greece had been put since the “institu-
tions” — a phrase constantly used in preference to the
word “troika” - took control of its economic policy. He
defends a series of measures, including the abandon-
ment of austerity policies, the restructuring of Greek
debt with the establishment of a bad bank facility for
doubtful loans, a recovery plan supported by the Eu-
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ropean Investment Bank, and deficit reduction based
on economic growth.

From Jeffrey Sachs to Lazards investment bank
and even Emmanuel Macron, there were many more
or less sincere or hypocritical supporters, either transi-
tory or lasting, during this period of involvement with
the European institutions. Varoufakis surrounded
himself with renowned economists, financiers, and
“insiders” of the arcane world of central banks and
globalized finance. He set up a task force around his
American friend James K. Galbraith to prepare a sort
of “plan B” (the establishment of a parallel payments
system) in case the institutions, first of all the ECB,
pushed Greece to exit the euro.

Although success was unlikely for Varoufakis,
he nevertheless revealed his ability to “believe” in it
and to continue moving forward despite the small or
large humiliations that characterized his work within
the Eurogroup, and perhaps even more so within the
Syriza government. This was especially the case from
the moment (around the end of March 2015) when,
according to him, Alexis Tsipras no longer really sup-
ported him.

Varoufakis has long stated that Greece would
never be able to repay its vast public debt, inherited
from the 2008 crisis and, even more so, from the il-
lusions of growth and prosperity that preceded it. All
the policies implemented since 2010 were against it,
although Varoufakis remains a staunch defender of
Greece’s membership of the euro area. This was partic-
ularly true after a first partial restructuring, which he
considered totally inadequate, and the imposition of a
particularly restrictive Memorandum of Understand-
ing (MoU). Demanding excessive budget surpluses
(3.5 percent of GDP for a number of years), the policy
imposed by the Troika is a form of perpetual austerity,
linked to structural reforms that in effect rule out any
form of voluntary economic recovery.

Varoufakis tells us that he tried to relax this
framework, by seeking above all to save time, to ob-
tain from the Eurogroup softened and ambiguous for-
mulations, and from the European Central Bank the
postponement of brutal measures that would have led
to the imposed introduction of the parallel payments
system. The book thus describes the extremely labo-
rious process of political elaboration, of compromise
under constraints, and the strategies of alliance that
its author was led to build in an attempt to change
the frameworks of official discourse and decisions: in
these palace battles, Varoufakis shows great semantic
skill and a great capacity to renew his proposals by
winning support.

He looked for support from Frangois Hollande’s
France, which was never likely to be solid, despite
unofficial declarations; from certain members of the
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Commission, such as Pierre Moscovici, who was es-
sentially vehement and unreliable; from the IME
which was impossible to obtain despite a certain mu-
tual understanding; and from Mario Draghis ECB
and, finally, from Angela Merkel, who were essentially
opportunistic and wished above all to preserve the
existing situation at lower political cost. The aim was
clearly to circumscribe the positions of one who did
not want even a minimal form of compromise, Wolf-
gang Schduble, supported by the finance ministers of
the Central and Eastern European countries, who were
even more radical in their opposition to any innova-
tion, and those of the other countries threatened by
the “debt crisis,” subject to the logic of austerity poli-
cies and the constraints of their political careers. It was
finally from Italy, then Spain, and the French Minister
of the Economy, Emmanuel Macron, that a last hope
came - too late — for this project, which was finally
defeated by the unexpected alliance between Angela
Merkel and Alexis Tsipras. This allowed Varoufakis
not only to be marginalized, but also to prevent the
realization of Schauble’s plan, which saw no other way
out than a temporary Grexit.

The resounding failure, Varoufakis believes, was
not that of his team and his professional and political
networks, but above all that of the Syriza government,
which preferred total submission to the “troika,” al-
lowing it to remain in the euro zone, to heroic resis-
tance that could lead it onto unknown paths. Failure
came, he says, from within, and often from those who
opposed Varoufakis’ realism - like his successor, the
Marxist Euclid Tsakalotos - presented in voluntarist
rhetoric that hid their lack of meaning from the pow-
ers-that-be.

Varoufakis stresses that this was the worst solu-
tion for him. Inspired by the game theory he has long
taught, he actually distinguished three possible out-
comes: the continuation of the memorandum and the
domination of institutions; exit from the euro, which
would have been bad but better than the previous one;
and finally, an exit “from the top’, that is, a democratic
change within the institutions of the euro zone, to
which he wishes to contribute within the framework
of his movement DIEM25.

Concluding thoughts

Apart from the “anecdotal” aspects of any history, fi-
nally, one may wonder what narratives bring to the
socio-historical knowledge of economics. We will
conclude with some of the possible contributions of
these narratives that seem likely to contribute to the
progress of reflexivity in the social-historical science
of economics.
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(1) Dispositions, positions, and position-taking

The narratives indirectly, and often unintentionally,
shed light on acquired dispositions and their role in
actors’ attitudes towards different economic issues “in
context.” By providing a glimpse of a trajectory (more
than mere biographical “facts,” often limited and more
or less reconstructed), the author gives more of a re-
port on this trajectory than systematic objective el-
ements, which it is always necessary to complete or
reconstitute. He or she also provides many elements
through the classification categories used to describe
interlocutors, partners, and allies or, on the contrary,
opponents, by selecting “facts” considered important.
A lot of basic historical information is also provided.

(2) Interactions

The interactions reported, either in “direct” or “indi-
rect” form, are the most obvious evidence of the stra-
tegic and potentially conflicting nature of economic
action on a day-to-day basis. Alliance strategies are
aimed primarily at anchoring decisions, the acts them-
selves, whether they are (rarely) individual or (most
often) institutional. Conflicting interactions provide
insight into the issues and strengths involved. Re-
ported interactions, however potentially biased they
may be, reveal the nature of direct day-to-day power
relations, which are part of a broader environment of
relations between institutions, countries, and groups.

(3) Structures

Biographical narratives can thus also be considered
“concrete indicators” of the “social structures of the
economy, understood in a precise sense, namely as
structures of the social spaces in which the actors
evolve, structures of objective relations that persist
beyond individual or institutional actions. In these
social spaces not only abstract entities are encoun-
tered, such as the government or the central bank, but
institutional positions (those of the president, the gov-
ernor, members of the council, advisers), whose rela-
tive positions can be determined, while integrating a
“multi-level” dimension.

(4) Dynamics

The structures as they emerge from the narratives are
always historical, therefore dynamic: the movement is
incessant within them as well as for individuals, who
are not entities outside social processes; the narratives
are also attempts to symbolically reorganize the com-
plex processes of both historical and individual evo-
lutions.
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What is the Future?
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the Netherlands

The eminent sociologist John Urry
died unexpectedly in March 2016.
During his long and productive ca-
reer at Lancaster University, United
Kingdom, he studied a wide range
of issues, including localism and
regionalism, leisure and tourism,
mobility and energy usage. He was
Professor of Sociology and co-di-
rector of the recently established
Institute for Social Future at Lan-
caster University. His last book

What Is the Fu-

ture?  prepares
What the ground for
Arr the Institute and

Future?

presents a re-
search  agenda
for the social sci-
ences in general.

The ambition of the book
is to bring the future back to the
attention of social science and to
make it a mainstream topic. Urry
criticizes the reluctance within the

social sciences to study the future
and contrasts that with the intense
future orientation of corporations,
military intelligence, and consul-
tancies. Arguably, the reluctance
follows from the failed prediction
of one of the founding fathers of
social science, Karl Marx, that cap-
italism would end in a worldwide
revolution led by the industrial
working class. Since then, the un-
derstanding has been that social
science should not make predic-
tions or other blueprints for the
future. On the contrary, the ar-
ticulation of desired futures has
become an object of suspicion in
social science, as something that
might endanger an “open society”
(Karl Popper). The basic difficulty
is to enrich a society’s decision-
making capabilities regarding the
future, while acknowledging po-
tent structures and trajectories of
the present. “This book shows how
it is necessary to avoid the Scylla
of technological determinism of
the future, but also the Charybdis
of completely open futures. The
future is neither fully determined,
nor empty and open”(p. 12).

The book consists of three
parts. The first part of the book
reviews the ways in which futures
have been produced by organiza-
tions, futurists, technologists, and
writers. It discusses a number of
social futures that have circulated
widely, such as utopias, which con-
tinue to inform societal debates
and imaginaries. The second part
of the book delves into the para-
dox of the future being both de-
termined and open. The key in-
gredient here is the notion of com-
plexity, which includes insights
about path dependency, lock-in,
and phase transitions. Complexity
theory stresses the omnipresence
of physical and social systems that
structure actions and interactions,
while stressing that such systems
can be fragile and may exhibit un-
expected behavior. This part ex-
plores the condition that societal
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changes occur unplanned and of-
ten even unnoticed - they can be
detected only with hindsight. Urry
also discusses what this condition
implies for methods for grasp-
ing social futures and he reviews
prominent versions, such as ex-
trapolation and scenario building.

The third part presents
three cases of future exploration:
the possibilities of 3D printing to
rearrange global manufacturing
and transportation; the forms of
post-carbon mobility within cit-
ies that face the challenge of sus-
tainability; and the futures engen-
dered by global climate change. In
this part the focus is again on the
lessons of complex systems and
the importance of fostering mul-
tiple futures. The chapter on 3D
printing, for instance, details four
scenarios. The first scenario is of
Desktop Factories in the Home, the
idea that each household could
become its own production unit,
based on open source availabil-
ity of designs. This could fit with
ideas of a circular economy, but
could also lead to a more wasteful
society. The second scenario is the
vision of Localized Manufacturing
in which high-end 3D printers at
local suppliers offer personalized
products and challenge the system
of mass production. The third sce-
nario of Community Crafts high-
lights collaborative production
in not-for-profit settings such as
libraries, museums, and commu-
nity centers. What stands out here
is the value of craftsmanship in the
products we use. In the fourth sce-
nario, Only Prototyping, 3D print-
ing never really challenges the es-
tablished production system. Urry
concludes that one cannot predict
which of these is more likely and
that “3D will constitute an impor-
tant niche, and the issue then is the
extent to which that niche will turn
into a whole system change” (124).

The strength of the book is its
emphatic attempt to mainstream
the study of the future. By present-
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ing previous attempts, approaches,
and lessons it prepares the ground
for further academic inquiry. This
strength, however, also harbors its
weakness. The discussion seems to
be inspired by encyclopedic am-
bitions only: it presents bits and
pieces from various literatures
without using them as building
blocks of an overall argument. An
example is the presentation of Hei-
degger’s Being and Time in a few
sentences, immediately followed
by the note that feminist criticism
sees this as a masculinist approach
to time (p. 67). It remains unclear
what Heidegger has to add to the
study of the future, nor is it clear
what the implication is of the femi-
nist critique. Another consequence
of such an encyclopedic approach
is the temptation to lump intellec-
tual strands together. The impor-
tance of “networks,” for instance,
is underpinned by referring to the
physicist Fritjov Capra (“web of
life”), as well as to the sociologist
Manuel Castells (“network soci-
ety”’). However, Capra points to
the interconnection of organisms;
Castells points to post-industrial
capitalism. Mobilizing both does
not strengthen but dilutes the
claim that networks are important.
The main argument of the
book that we should reclaim the
terrain of future studies for social
science, however, remains impor-
tant. The impossibility of predict-
ing the future should not paralyze
academia but inspire the social sci-
ences to actively engage with mul-
tiple futures. As John Urry rightly
argues, the future “is too important
to be left to states, corporations or
technologists” (p. 7).

Fridman, Daniel - 2017

Freedom from Work.
Embracing Financial
Self-Help in the
United States and
Argentina.

Stanford University Press

Reviewer Felipe Gonzalez
Facultad de Gobierno, Universidad Central
de Chile, felipe.gonzalez@ucentral.cl

This book is
about ordinary
people seeking
to become mas-
ters of their own
economic life,
and transform-
ing themselves
in an attempt to
become free from work. It is about
the hopes, dreams, and anxieties of
people in Argentina and the United
States following the advice of fi-
nancial self-help books in order to
become rich, an “instance of the
production of capitalist economic
subjects” that has global scope
(p. 5). In this regard, Fridman’s
book can be categorised among
cultural accounts of capitalism. It
offers an empirically-informed
story of neoliberalism “from be-
low;,” connecting structural trans-
formations - the usual suspects -
with the lively cultural world of
neoliberalism, as it is encountered
by ordinary citizens who strive to
change themselves in order to be-
come entrepreneurial subjects.
Unlike common accounts, how-
ever, this is not a story of resistance
against neoliberalism but one of
people embracing it. The book
provides important insights into
how cultural products shape the
beliefs, habits, and cognitive
frames of people striving to build
lives they consider worth living.

FREEDOM FROM WORK

v’* )
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In theoretical terms, the
author positions himself at the
fertile intersection of two conver-
gent traditions in the social study
of finance, where the adoption of
calculative tools meets the produc-
tion of the self: Foucault’s concept
of governmentality and Callon’s
approach to economic performa-
tivity. The theoretical proposal
is appealing and aims at explor-
ing the production of neoliberal
selves. Foucault (2008) conceives
neoliberalism as a form of govern-
ing conduct that relies on the free
choices of autonomous individu-
als, which occurs through the in-
termediation of technologies, dis-
courses, devices, and knowledge
that Callon’s approach captures
quite well (Caligkan and Callon
2009). After all, achieving finan-
cial freedom with the aid of best-
selling books and participating
in self-organized groups involves
interacting with technologies of
the self and becoming a new per-
son. But what is more important
here is that the governmentality
approach has what the ANT ap-
proach lacks, a focus on the self,
on “the significance of humans as
actors who reflect about who they
are and who they want to be” (12).
Adopting calculative tools is not
only a matter of shaping one’s con-
duct, but also one of changing the
way we see the world, others, and
ourselves. This is one of the main
messages of the book.

The goal of the book is to
show that “financial self-help has
substantial effects on users, on
how they see the world, them-
selves, and their social positions,
and how they reconfigure some of
their economic and non-economic
practices” (17). The book shows
how this happens by means of an
ethnographic approach to commu-
nities of people following a world-
wide best-selling author on finan-
cial self-help, Robert Toru Kiy-
osaki, in Argentina and the United
States, attending mostly to very
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practical processes: people inter-
acting in financial self-help com-
munities, playing board games,
and learning techniques aimed at
enhancing their financial skills. It
thus examines different socializa-
tion processes.

The first chapter does two
things. It establishes a definition
of what financial self-help is and
how it differs from two common
approaches: general self-help and
“get rich quick” schemes. Financial
self-help is defined as a complex
set of discourses and practices that
involve at least three components:
technical expertise related to ac-
counting, a motivational compo-
nent aimed at mastering attitudes,
dispositions, and emotions, and
a “social theory” about how the
world works. Unlike “get rich
quick” schemes, financial self-help
does not come easily, as it implies
a reflexive process of becoming
independent from both external
constraints and internal demons.

Financial self-help provides
a cognitive frame - what the au-
thor calls social theories that
people live by - through which
individuals understand the world
surrounding them, and learn how
to navigate social reality in order
to become free. Readers of Kiy-
osaki’s books and practitioners of
financial self-help are thus invited
first to locate themselves in the so-
cial structure in order to visualize
what transformations they need to
undergo in order to change their
social position and become fi-
nancially free. In this sense, it re-
sembles a “fictional expectation”
(Beckert 2016), in the sense that it
is based in a causal narrative that
explains how an alternative and
plausible future may be brought
about through the actions of in-
dividuals. This frame serves the
purpose of delegitimizing conven-
tional means of achieving social
mobility, such as pursuing formal
education, reproducing a world in
which the only thing one needs to

do to move up the social ladder is
to change oneself.

The second chapter outlines
the “individual” as presented in fi-
nancial self-help books, the type of
imaginary person one needs to be-
come. To begin with, financial self-
help means becoming independent
from both external constraints
and internal demons. In this way,
it is inspired by libertarianism as
much as by the so-called “recov-
ery movement.” While the former
denounces the “slavery” that re-
sults from dependence on collec-
tive forces, the latter adheres to the
idea that individual problems are
addictions that can be overcome
and denounces the “slavery” that
results from one’s demons. In this
way, if financial freedom is an ex-
ternal and measurable condition
in which money works for you, it
is also a frame of mind in which
the will to be free and self-control
are the defining features of the suc-
cessful person (59). In this process,
which takes place through contin-
uous interaction with Kiyosaki’s
books, face-to-face relations in
financial self-help meetings, and
playing cash-flow games, three tra-
ditional institutions are systemati-
cally called into question: the fam-
ily, because it confers greater value
on security than on autonomy; the
education system, because it makes
people conform with labour mar-
kets rather than encouraging them
to take risks; and the conventional
idea that frugality leads to wealth.
It is in this sense that the internal
transformation promoted by fi-
nancial self-help is also a cultural
transformation. In these three
realms, according to the narrative,
people do not give away money but
their freedom, which needs to be
recovered through a re-tooling of
the self.

Finally, the chapter also con-
nects the moral transformations
implied in Kiyosakis work with
an historical account of the whole
tradition of success manuals in the
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United States. If post-war manu-
als were directed towards workers,
success manuals in the neoliberal
era have tended to reinforce the
role of the individual in investing
in their own success in a context
marked by the privatization of risk.
Unlike success manuals, however,
becoming free from work entails
a double transformation: being
independent from the economic
world, as well as liberating the self
from its own limitations.

Chapter 3 shows the orga-
nizational and practical process
through which followers of finan-
cial self-help produce the internal
change through continual social-
ization and interaction with oth-
ers and with the “Cashflow” game.
Cashflow is a board game that pre-
pares people for real-life finance
on the assumption that the more
people play, the richer they get. Ac-
quiring financial abilities by play-
ing Cashflow requires a substantial
organizational effort, as meetings
need to be arranged and a game
can last several hours. The board
game - Fridman shows - becomes
a socializing tool in several ways.
By developing practical skills, peo-
ple acquire an understanding that
may be hard to obtain just by read-
ing Kiyosaki’s books. By following
the rules of the game, players learn
the distinction between being rich
and being financially free, or what
success actually means. Learning
how to play is a slow process, not
only because of the rules one needs
to learn but because learning how
to play the Cashflow game means
acquiring a mind-set that enables
one to visualize opportunities. The
game also has a material dimen-
sion through which people learn
how to use and “think with” cal-
culative tools. Players learn how
to make financial statements, cal-
culate their monthly cash flow,
and handle different sorts of as-
sets. These distinctions, which are
reinforced through the material
separation of items in the game,
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are then brought back into the ev-
eryday lives of Cashflow players,
thus changing the way they see
themselves. Thus, one could say,
people learn a type of thriftiness
that, unlike the worldly asceticism
described by Weber, is not under-
pinned by any moral belief but
by cognitive frameworks that are
internalized through the contin-
ual interaction with board games,
players, and more experienced
organizers of Cashflow clubs and
meetings.

Chapter 4 shows the social
aspect of what is supposed to be an
individual experience: becoming
free from work. The author argues
that financial self-help is not only
about fostering self-interest, but a
strange conflation of altruism with
egoistic behaviour. As such, the
paradoxical morality of financial
self-help lies in the idea that, con-
trary to what the mainstream eco-
nomic paradigm teaches us, there
is a world of abundance - rather
than scarcity - in which we can
all become rich. This idea differ-
entiates the poor from the rich, as
the former are governed by fears
of scarcity. Following Zelizer and
Bourdieu, the author argues that
such a vision “makes people blur
the contradictions between interest
and disinterest” (117). According
to Fridman, financial self-help fol-
lowers “understand the act of help-
ing others and making money out
of it as not contradictory but com-
plementary goals,” thus blurring
the distinction between economic
and non-economic interests. As
the chapter shows, understanding
this is part of acquiring the mind-
set of the rich, which reconciles the
fact that Kiyosaki himself makes
money (self-interest) out of “sup-
posedly” helping others become
rich. This logic of self-interested
and altruistic action reinforces it-
self through other forms of labour
in which financial self-help and
Cashflow players usually engage,
such as network marketing. As the

author shows with the case of life
experiences, “network marketing
puts people in a position in which
they have to help each other if they
each want to succeed” (147), which
means replicating the “world of
abundance” mind-set of the rich.

The fifth and last chapter
tackles the way in which Argen-
tines deal with the fact that fi-
nancial self-help comes from the
United States. Both cases share
their transition from an indus-
trial period of labour stability to
liberalizations and privatizations,
which makes Kiyosaki’s arguments
resonate among Argentines, but
Argentina has a much more unsta-
ble financial system. In this sense,
financial self-help in Argentina is
a case of “active adoption,” char-
acterized by a collective effort to
“translate” and re-adapt the tools
provided by Kiyosaki’s books. The
interesting point is that this pro-
cess of translation reinforces the
individualistic making of the fi-
nancially free subject, as the adap-
tation implies rejecting the role of
structural forces. In other words, as
an individualistic project of trans-
formation, financial self-help is de-
tached from context and becomes
a global cultural phenomenon, not
least through dissemination of the
idea that economic crises are op-
portunities to become rich for the
financially well-prepared.

The conclusions provide the
reader with the revelation that they
have been waiting for throughout
the book: what do we learn about
society from studying the em-
bracing of financial self-help? The
author moves beyond the ethno-
graphical account presented in
the book and reflects on the pub-
lic implications of the extension
of “financial literacy” and “inclu-
sion” policies. In this respect, what
comes to light is that it is difficult
to separate the ethical and ideolog-
ical orientations of these products
and programs from their technical
and educational content. What the
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book shows, after all, is how adopt-
ing calculative frames and eco-
nomic mind-sets is tied to the pro-
cess of building one’s identity and
shaping schemata of perception.
In this sense, the book stresses
the way in which the cultural dis-
positives of neoliberalism - one
could say, ways of being, feeling,
and thinking - are embedded in
calculative tools such as financial
self-help.

The book is a lively and
well-written account of ongoing
cultural transformations. Fridman
is particularly clever in connect-
ing empirical facts with theoretical
claims, and the book presents sev-
eral avenues for further reflection.
For example, the idea that I found
particularly interesting is that fi-
nancial self-help is about repro-
ducing the ideology that underlies
neoliberalism, in the sense that it
makes individuals solely respon-
sible for their economic situation,
decoupling structural changes
from the individual trajectories of
ordinary citizens. At a time when
the social sciences are stepping up
their efforts to uncover the mech-
anisms through which wealth re-
produces itself, Fridmans book
shows the quest of ordinary people
to become rentiers and make their
money “work for them.

What I missed somehow was
a more intense connection with so-
cial theory by the end of the book,
especially a discussion of the im-
plications of embracing financial
self-help, both sociologically and
politically: sociologically, because
the book delves deep into the so-
cialization processes of financial
self-help followers, but does not
discuss these findings in light of
the economic sociology of culture,
habits, and/or cognitive frames;
and politically, because I missed a
normative stance. The author plays
the role of an objective observer
well throughout the book, not let-
ting the reader detect a normative
position with regard to financial
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self-help. This is well received as
a reader. But although it may not
be the intention of the author to
approach the subject from a nor-
mative standpoint, I would have
expected the conclusions to pres-
ent a stronger political argument
about financial self-help, the role
of social policy, and the re-moral-
ization of the world surrounding
the followers of Kiyosaki’s books
and board games.

Finally, to mention a meth-
odological issue, I found it par-
ticularly puzzling throughout the
book that no case selection strat-

egy is presented; the comparison
between Argentina and the United
States plays no role at all. In gen-
eral, there is no reference to how
each case helps in illuminating
particular aspects of the process
of embracing financial self-help,
nor about the role of the book’s
comparative dimension. Chapter
5 deals with the Argentine way
of translating a foreign cultural
product, but the transnational di-
mension does not come to light
directly. One wonders whether
the book could have been written
based on only one of the cases.
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In the end, it is not clear what we
gain from the comparison because
the author suggests that the differ-
ences are ones of form, not nature.
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