PREFACE

In a bid to standardize higher education in the country, the University Grants Commission
(UGC) has introduced Choice Based Credit System (CBCS) based on five types of courses
viz. core, generic elective, discipline Specific, ability and skill enhancement for graduate
students of all programmes at Honours level. This brings in the semester pattern, which finds
efficacy in sync with credit system, credit transfer, comprehensive continuous assessments and
a graded pattern of evaluation. The objective is to offer learners ample flexibility to choose
from a wide gamut of courses, as also to provide them lateral mobility between various
educational institutions in the country where they can carry their acquired credits. I am happy
to note that the university has been recently accredited by National Assesment and
Accreditation Council of India (NAAC) with grade “A”.

UGC (Open and Distance Learning Programmes and Online Programmes) Regulations,
2020 have mandated compliance with CBCS for U.G. programmes for all the HEIs in this
mode. Welcoming this paradigm shift in higher education, Netaji Subhas Open University
(NSOU) has resolved to adopt CBCS from the academic session 2021-22 at the Under
Graduate Degree Programme level. The present syllabus, framed in the spirit of syllabi
recommended by UGC, lays due stress on all aspects envisaged in the curricular framework
of the apex body on higher education. It will be imparted to learners over the six semesters
of the Programme.

Self Learning Materials (SLMs) are the mainstay of Student Support Services (SSS) of
an Open University. From a logistic point of view, NSOU has embarked upon CBCS
presently with SLMs in English/Bengali. Eventually, the English version SLMs will be
translated into Bengali too, for the benefit of learners. As always, all of our teaching
faculties contributed in this process. In addition to this we have also requisitioned the
services of best academics in each domain in preparation of the new SLMs. I am sure they
will be of commendable academic support. We look forward to proactive feedback from
all stakeholders who will participate in the teaching-learning based on these study materials.
It has been a very challenging task well executed by teachers, officers & staff of the
University, and I heartly congratulate all concerned in the preparation of these SLMs.

I wish you all a grand success.

Professor (Dr.) Ranjan Chakrabarty
Vice-Chancellor
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UNIT 1: Formalism and Substantivism

Structure of the Unit

1.0 Learning Objectives

1.1 Introduction

1.2 Formalism

1.3 Polyani's Critique of Formal Economic Theory
1.4 The Concept of Embeddedness in Substantivism
1.5 Polyani's Concept of Interest and Forms of Integration in the Economy
1.6  The Formalist Critique of Substantivism

1.7 Conclusion

1.8 Summary

1.9  Questions

1.10 References and Further Reading

1.0 Learning Objectives

e To provide an understanding of the formalist position in economic sociology
e To provide an understanding of the substantive position in economic sociology

e To provide an idea of the formalist-substantive debate in economic sociology

1.1 Introduction

Sociology, as we all know, arose in reaction to the emergence of the industrial capi-
talist economy. The founders of sociology were all interested in the economy and its
bearings on the larger society. Durkheim in his Division of Labour in Society (1893),
Simmel in his Philosophy of Money (1900) and Weber in his Economy and Society
(1920) offered insights into the interrelationship between the larger society and the
economy. The whole body of Marx's work was oriented towards understanding the
impact of the economy on the rest of the society and vice versa. In all these classical
sociological works we can find a focus on the role of economy in society and also the
development of an analysis that is different from the analysis done by economists. In
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fact, the relationship between capitalism and modernity was a central issue for all the
classical thinkers in sociology.

Defining economic sociology

It is, then, easy to see that economic sociology does have a long and rich tradition as
a core area in sociology. It has received the active attention of the founders of sociology.
Some important insights of economic sociology can also be found in works even before
them, for example, in Montesquieu's, Alex de Toqueville's and Saint Simon's works.
The term economic sociology was first used by William Stanley Jevons in 1879 and
was later used by Durkheim, Simmel and Weber between 1890 and 1920. Durkheim
clearly outlined the scope of economic sociology:

"Finally there are the economic institutions: institutions relating to the production of
wealth (serfdom, tenant farming, corporate organization, production in factories, in mills,
at home and so on), institutions relating to exchange (commercial organization, mar-
kets, stock exchange, and so on), institutions relating to consumption (rent, interst,
salaries and so on). They form the subject matter of economic sociology. (Emile Durkheim
1978:80, quoted by R. Swedberg in Principles of Economic Sociology)

Therefore we may define economic sociology as the application of the frames of
reference, variables, and explanatory models of sociology to that complex of activities
which is concerned with the production, distribution, exchange, and consumption of
scarce goods and services. To make it simple, it is the study of the social cause and
effect of economic phenomena (Swedberg, 2009). It is the application of the sociologi-
cal perspective to economic phenomena.

The contribution of the founders

The period 1890 to 1920 was the golden period for economic sociology. The pio-
neers of sociology made important contributions for laying the foundation of economic
sociology during this period. We may take a very brief look at the important contribu-
tions to economic sociology by the four founders of classical sociology, namely, Karl
Marx, Emile Durkheim, Max Weber and Georg Simmel.

Karl Marx in his theory of social change gave supreme importance to the materially
productive activities of man. In Marx's view man's productive labour is social in nature
and the relations of production form the basis of all his social relationships. He dis-
missed the economists' idea of the isolated individual. To him the individual is a social
being, occupying a particular position in the class structure of society. Marx was critical
of Adam Smith's idea of the "invisible hand" or that individual interests merge and form
the general interest of society. For him, there is only class interest which is invariably in
opposition to each other and so violent class struggle is the only way of social change.

Max Weber had been a professor of economics before he turned to sociology. He
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built a bridge between the two disciplines, economics and sociology, in his Economy
and Sociology. According to Weber, economic analysis should cover "economically
relevant phenomena" or non-economic phenomena like religious values that may affect
economic activities and "economically conditioned phenomena" or non-economic phe-
nomena that are affected by economic activities or institutions in addition to purely
"economic phenomena" or economic institutions for economic ends. Economic theory
only helps us understand purely economic phenomena in its rational form. Economic
sociology and economic history can help us understand all three categories of phenom-
ena. In his search for the origins of modern capitalism, Weber illustrated the role reli-
gious faith or values play in shaping the economic destiny of a society. Weber showed
instrumental rationality to be one of the various types of rationality and instrumental
rational action as one of the various types of social action. He also distinguished be-
tween various types of capitalism.

The outline that Emile Durkheim provided for economic sociology has been given
earlier in this passage. His work on division of labour was of utmost importance for
economic sociology. Economists view the division of labour as an economic phenom-
enon and understand it in terms of productive efficiency. But, armed with the sociologi-
cal view, Durkheim shows how division of labour helps to integrate society by chang-
ing the legal system from repressive and penal to restitutive and contractual. He also
pointed to pathological forms of division of labour as the source of many social evils.
Durkheim criticized Spencer's idea that a society can function if all individuals simply
follow private interests and contracts. According to Durkheim, a contract only works
when there are regulative or moral elements in society. The regulation of contract, says
Durkheim, is social in origin. He warns us against letting the private interest play freely
against the general interest of a society. In the absence of a regulating authority that
takes care of the general interest there will be economic anomie. People need norms and
rules for situations of anomie lead to various social evils like suicide. Durkheim dis-
missed the idea of homo economicus because he found it impossible to separate the
economic element from the social life and disregard the rest. Durkheim did acknowl-
edge the role of private interest in economic activity, but he was careful to point out that
self-interest is not devoid of morality.

Georg Simmel, like Durkheim, usually viewed economic phenomena within some
larger, noneconomic setting. Simmel's Philosophy of Money (1900) is a rich work con-
taining sociological observations on a multitude of economic topics such as inflation,
bribery, jewellery, forged coins, lottery tickets, debasement of coins, credit etc.. Many
of these analyses are variations of the theme of exchange. Exchange is the central idea
in Simmel's analysis. His main point is that money and modernity belong together.
Simmel was also the first sociologist to point out the important role that trust plays in
economic life. The value of money, Simmel observed, typically extends only as far as
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the authority that guarantees it. In relation to money, trust consists of two elements.
First, because something has happened before-for example, that people accept a certain
type of money-it is likely to be repeated. Another part of trust, which has no basis in
experience and which can be seen as a non-rational belief, what Simmel calls "quasi-
religious faith," is present not only in money but also in credit.

Simmel's most important study, Soziologie (1908), focuses on the analysis of inter-
ests. He suggested what a sociological interest analysis should look like and why it is
indispensable to sociology. For him, interest drives people to form social relations, and
it is only through these social relations that people's interests can be expressed. Eco-
nomic interests, like other interests, can take a number of different social expressions.
In his analysis of competition Simmel points out that competition can take the form of
"tertius gaudens" or the third who benefits.

In the following period, Talcott Parson's The Structure of Social Action (1937),
Schumpeter's Capitalism, Socialism and Democracy (1942), Karl Polyani's The Great
Transformation (1944) and Parson and Smelser's Economy and Society (1956) were
some of the most notable contributions to the field of economic sociology. This was
also the period of the highly intense formalism and substantivism debate. This is what
we are about to study in this unit.

The terms 'formalism' and 'substantivism' were used to mark the antagonistic posi-
tions in a controversy that dogged economic anthropology in the 1960s. The distinction
between 'formal' and 'substantive' approaches to economic phenomena was made by the
influential economic historian Karl Polanyi (Polanyi 1958), reflecting Max Weber's
distinction between formal and substantive rationality. The 'economic', according to
Polanyi, can be defined in formal terms as a kind of rationality which assesses choices
between scarce resources by calculating in terms of means and ends, costs and benefits.
On the other hand, it can be defined in substantive terms, as whatever processes people
employ in their relationship with the material world. The formal definition employed by
modern economics is a product of a society in which the economy has been isolated from
other areas of social life. The substantive definition is potentially much broader in its
application, and is explicitly intended to deal with societies and historical epochs in which
the economy has not been detached from other areas of social life like religion or kinship.

The formalist critique of substantivism was initiated by Scott Cook, in his 1966
article The Obsolete "Anti-Market" Mentality: A Critique of the Substantive Approach
to Economic Anthropology, where he points out that economic anthropology came to
be divided between formalists, who believe that the difference between western market
economy and primitive subsistence economies is only one of degree, and substantivists,
who argue that this difference is one of kind. According to the formalists in economic
sociology and economic anthropology, economics is the study of the allocation of scarce
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means to alternative ends. In other words, it is the study of economizing or the way in
which people maximize personal satisfaction. There are abstract theories in economics
about how people go about maximizing this satisfaction and for the formalists these
theories are general enough to be applied to economies in all kinds of society at all
historical periods. For the substantivists formal economic theory is based on the study
of capitalist market economies where the point is maximization of profit by individual.
The theories that are developed are through such studies are not general enough to be
applied outside of the industrialized capitalist realm. Another point of difference be-
tween the formalists and substantivists is the methodological question regarding the
proper unit of analysis. The formalists based their argument on individual choice and
therefore their approach necessarily entailed methodological individualism. In contrast,
substantivists, on the other hand, stress upon the social or institutional matrix or the
social context in which such choice occurs.

1.2 Formalism

Formalism in economic sociology and economic anthropology consists in the idea
that the formal rules of neo-classical economic theory derived from the study of capital-
ist market societies can be used to explain the economy of all societies. According to
the formalists, all economies involve the rational pursuit of, access to and use of scarce
resource by self-interested and profit maximizing individuals (H. Schneider 1974). To
them, the subject of economic study is "economizing behaviour" and such behaviour is
universal. The American anthropologist, Melville J. Herskovits in his 7he Economic
Life of Primitive Peoples (1940, 1952) maintained that scarcity is universal and so is
maximizing behaviour on the part of the individual. The same means are applied every-
where to achieve different ends, only the cultural matrix varies. According to Harold
Schneider, an American economic anthropologist who arose as a key figure in the for-
malist school declared that all formalists agree to the cross-cultural applicability of
formal micro-economic theory. The formalists employed neo-classical economic con-
cepts to interpret their data. They see all material behaviour as organized ways of ar-
ranging means to secure ends that they value. The human individual is always assumed
to be rational and self-interested. Capital, labour and land everywhere are assumed to
be scarce and productive. All livelihood practices are interpreted as market practices.
They show that people everywhere calculate marginal returns, diversify risk and mea-
sure cost-benefit ratio with imperfect information. The primitive economies are just
underdeveloped markets to the formalists.

1.3 Polyani's Critique of Formal Economic Theory

Polyani criticized economic theory for being "formal" in Trade and Market in the
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Early Empires (Polyani, Arensberg, and Pearson [1957] 1971), and especially in his
essay "The Economy as Instituted Process" ([1957] 1971). By "formal" he meant that
economic theory was based on logic and deduction, following the logic of choice, the
means-end relationship and the scarcity of everything that people want. There is also a
tendency to equate economy with the market which he calls the "economistic fallacy".
As an alternative, Polyani presented his "substantive" position which instead of being
based on logic is descriptive, based on experience and grounded in reality. "The sub-
stantive meaning of economy derives from man's dependence for his living upon nature
and his fellows" ([1957] 1971b, 243). The idea of economic interest is only an artificial
construction in formal economics whereas in Polyani's substantive position it is tied
directly to the livelihood of man. It refers to how humans make a living interacting
within their social and natural environments. A society's livelihood strategy is seen as
an adaptation to its environment and material conditions, a process which may or may
not involve utility maximisation. This position does not pre-suppose rational decision-
making and conditions of scarcity The substantive meaning of "economics" is seen in
the broader sense of "provisioning". Economics, from the substantive point of view, is
the way society meets its material needs.

1.4 The Concept of "Embeddedness' in Substantivism

The most famous concept associated with Polyani's concept of substantivism is
"embeddedness". The economic system, according to him, is part of a larger social
system and is enmeshed in the social cultural and political structures. The idea that
economy is embedded in the social structure represents a holistic approach that every
part of a system can be understood only with reference to the whole. This means that
economic activity is possible only in the context of society and so in order to understand
the principles of economic life, one always has to acknowledge the social, cultural and
political structures in which the economy is enmeshed.

Polyani shows how economic actions become destructive when they are not governed
by social or non-economic authorities. It is then that they become "disembedded". The
problem with capitalism, according to him, is that instead of society deciding about the
economy, it is the economy that decides about the society under capitalism. In Polyani's
words, "...instead of the economic system being embedded in social relationships, these
relationships were now embedded in the economic system" ([1947] 1982, 70).

Polyani published his most celebrated work, The Great Transformation: The Politi-
cal and Economic Origins of Our Times (1944), during the World War II. He was inter-
disciplinary in his approach, since he studied law as well as economic history and eco-
nomic anthropology. In this work he showed that in the nineteenth century England
made a revolutionary attempt to introduce a new market-centred society. This market
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was assumed to be "self-regulating" in nature and no external authority was deemed to
be needed. In the 1840s and 1850s a number of laws were passed that turned land and
labour into common commodities in the market that could be bought and sold at will.
The new economy that took shape was unique in the way it was "disembedded" from
the larger society. It commoditised all goods and services, even land and labour in terms
of a single standard i.e., money, and set their prices through the self-adjusting mecha-
nism of supply and demand. The value of money was to be decided by the market and
not by the political authorities. In all historical periods before this, the economy was
"embedded" in the society and the factors of production were neither monetised nor
commoditised. Access to land and labour was gained through ties of kinship and mem-
bership of community. Many pre-capitalist economies had marketplaces, but not self-
regulating, supply-and-demand market economies. Money was employed as a medium
of transaction, but its scope was rather limited. The result of all these, according to
Polyani:

"Robbed of the protective covering of cultural institutions [through the operations of
the market], human beings would perish from the effects of social exposure; they would
die as the victims of acute social dislocation through vice, perversion, crime, and star-
vation. Nature would be reduced to its elements, neighbourhoods and landscapes de-
filed, rivers polluted, military safety jeopardized, the power to produce food and raw
materials destroyed" ([1944] 1957:73).

During the second half of the nineteenth century several negative effects became
evident and counter-measures were taken to correct the situation. Polyani calls this the
"double movement" that only led to further lack of balance in the society. According to
him, twentieth century developments like Fascism and The Great Depression were the
end results of England's attempt to turn everything over to the market. The counter-
measures partially re-embedded the economy and later culminated in the establishment
of the welfare state. There is, for Polanyi, an ongoing political struggle between the
'disembedding' force of the free market and the 're-embedding' efforts of social protec-
tion. It is one very useful way of understanding the politics of modern capitalism.

1.5 Polyani's concept of interest and forms of integration in
the economy

In his analysis of interest, Polyani argued that in all societies before the nineteenth
century "social interests" or the general interests of groups and societies were seen as
more important than the "economic interest" or the money interest of the individual.
The modern narrow conception of interest has led to a distorted view of social and
political history. So, he argued that rational self-interest is too unstable a foundation
for society.
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The economy is a process of interaction between man and his environment by which
he obtains all the necessary things in order to satisfy his needs. To Polyani, it is an inte-
grated and instituted process. This means in the context of economic life a number of laws
function that make it stable and unified and a structure exists that configures it and pro-
vides the recurrence and interdependence of its various aspects. These principles give rise
to specific institutions, in the context of which people perform their economic activities.
For example, laws of free market or principles of economic planning are structures that
integrate the economy, whereas the capitalist and socialist systems and their specific com-
ponents are the corresponding institutions.

An economy must be able to provide continuous material sustenance to the people.
There are three "forms of integration" or ways to stabilize the economy. The first is
reciprocity which is symmetrical exchange within groups like the family, the
neighbourhood or the kinship group. The second form is redistribution in which goods
are allocated from a centre in the community such as the state or public distribution
system, and the goods change owner first from the periphery towards a center, and then
from this center to wherever the members of the society need them. The third form is
exchange in which goods are distributed via price making markets. There is usually a
mixture of these three forms in every economy and any one form may be dominant over
the others. The exchange form became dominant in western societies after the indus-
trial revolution, but it is in no way the only existing form.

Traditional economies i.e., those characteristic of previous periods of history or those
belonging to primitive societies are integrated mainly through reciprocity and redistri-
bution, even if in some of them we can find functioning markets and marketplaces, the
physical locations where people trade. In principle, believes Polyani, all three forms of
distribution are to be found in Western economies whereas in traditional and in socialist
economies, only redistribution and reciprocity are found. In primitive societies lacking
a central political authority, only reciprocity functions.

Polyani points out that the mere presence of the marketplace as a physical location of
commercial exchange, or that of money is not in itself an evidence of the existence of a
capitalist economy. In many traditional economies we can identify the presence of ob-
jects that have the role of money, but it's often special purpose money and not a means
of exchange for general purposes that functions as universal standard of value, as is the
case in the market economy. Because special-purpose money and goods or services that
can be exchanged for them are restricted to certain areas of society, pre-capitalist econo-
mies are multi- centric, i.e. they have more spheres of exchange. By contrast, capitalist
economies are inherently uni-centric, as all goods, services and means of production
flow in a single unified sphere of exchange, integrated by market principles and made
possible by the use of all-purpose money.
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1.6 The Formalist Critique of Substantivism

Although there is great diversity of views within the formalist orientation, Richard
Wilk believes that critical reaction against substantivism could be summed up in five
ideas that can be found in the writings of all its members: (1) Substantivists misunder-
stood microeconomic theory, because they didn't realize that maximization, in the sense
that it is discussed by economists, does not necessarily imply the existence of markets
and money. Anything of interest to man, from financial profit, to leisure, security and
the feeling of love, can be understood using the idea of maximization. (2) Substantivists
are not realistic people, who understand and take into account the real economic state of
affairs, but 'romanticists' whose thinking is flawed by misconceptions such as the belief
that human being can not be adequately understood as an intelligent agent, motivated
and animated only by self-interest. (3) Substantivists did not understand that formal
methods work well in non- Western societies too, because in any society we find ratio-
nal people who have limited resources available for attaining certain alternative goals.
It is true that formal instruments may need to be refined and adapted from case to case,
but their validity is unquestionable. 4) Substantivists are essentially limited by their
inductive methodology, which attempts to collect data on a multitude of particular situ-
ations, and then construct generalizations from them. Formalists, on the other hand,
believe that the opposite method, the deductive one is preferable because it allows us to
explain each element of behavior by a general law, valid for all human beings. (5) The
source of substantivists' erroneous way of thinking is to be found in Polanyi's thought.
He thought that the laws of market economy do not apply in primitive and traditional
societies. On the other hand, in today's world, more and more societies are attracted by
the global economic system and copy its economic model. Therefore, substantivism is
not relevant any more.

1.7 Conclusion

The formalist-substantivist debate has thus been a long argument in the fields of
economic anthropology and social anthropology. The debate itself has been inconclu-
sive, but it has definitely been intellectually stimulating and has offered various valu-
able insights and raised important questions about the economic life of people. The
contribution of Karl Polyani, has been especially thought-provoking and has inspired
new economic sociology decades afterwards. His concept of embeddedness, sharpened
by other thinkers, continues to be a key conceptual tool to understand the interrelation-
ship of economy and society.

This unit is a primary introduction to the key concerns and insights of the highly
active and flourishing area that economic sociology today is. In this module we have
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sketched out the journey of economic sociology since its inception to the present day. It
is indeed a quick sketch, as further reading into the area will show us. There is a list of
references and further readings at the end. It would be enriching for anybody interested
in economic sociology to go through the resources mentioned in that section. Let us
now review what we have learned in this module in a short summary.

1.8 Summary

Since its beginning, sociology has been concerned with economy, and particularly
modern industrial capitalism. In the period between 1890 and 1920, the founding fa-
thers of sociology, Marx, Durkheim, Weber and Simmel laid a strong foundation for
economic sociology in their work. In later years, important contributions were made by
Parson, Schumpeter, Polyani and Smelser.

In the 1960's there came up a long and intense debate between the formalist and
substantivist approaches to economic anthropology and sociology. The formalist school,
in the tradition of neo-classical economics, saw economics as the study of the ways in
which the individual goes about maximizing satisfaction, basing their argument on in-
dividual choice and rational calculation. For formalists such as Scott Cook, Schneider
and Herskovits, economies other than the modern capitalist ones are different only by
degree and economic theories developed through the study of modern capitalist econo-
mies can be applied to all economies at all time periods in history.

The substantivists on the other hand, defined economy as whatever processes people
employ in their relationship with the material world. According to Karl Polyani, the
most important exponent of the substantivist position, economy is the way society meets
its material needs. The economic system of a society is enmeshed or "embedded" in the
larger social cultural and political structures, and Polyani shows how economic actions
become destructive when they become "disembedded" or ungoverned by social or non-
economic authorities. He shows that there are a number of forms of integration that
stabilize the economy in all kinds of societies. Human economic activity is driven by
many other kinds of interest than the rational self-interest that the formalists assume as
the basis of all economic action. Economic theories developed in the context of the
modern capitalist economies equate the economy with the market which is a fallacy
according to Polyani.

The formalist-substantivist debate, though intellectually stimulating, was inconclu-
sive in the end. However, Polyani's thought, particularly his concept of embeddedness
continues to serve as an important concept to understand the relationship between soci-
ety and economy.
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1.9 Questions

1. What do you mean by the formalist perspective in economic sociology?

2. What do you mean by the substantive perspective in economic sociology?

3. Has sociology been concerned with the economy since the beginning? Justify
your answer.

4. What did Polyani mean by ‘embeddedness’?

5. According to Polyani, what are the forms of economic integration?

6. What were the main points of contention between the substantivists and the
formalists?

7. Discuss Emile Durkheim's contribution to economic sociology.

8. Distinguish between the formalist and substantivist perspectives.

9. Discuss Polyani's critique of formal economic theory.

10. Discuss Polyani's concept of interest and forms of integration in the economy.

11. Write a note on the formalist critique of substantivism in economic sociology.

12. Write a note on the contribution of the founders of sociology in the area of
economic sociology.

13. Write a detailed note on the formalist-substantivist debate in economic sociology.

1.10 References and Suggested Readings
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. Mark Granovetter & Richard Swedberg, The Sociology of Economic Life, Avalon

Publishing. 2011

. Richard Swedberg (Ed), Explorations in Economic Sociology, Russel Sage Foun-
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2.0

Learnign Objectives

To provide an understanding of the term "new economic sociology"

To provide an understanding of the various perspectives that have contributed to

the development of this field
To provide knowledge of the important works in this field

2.1

Introduction

The 1960s and 1970s were years of relative inactivity for the sub-discipline of Eco-
nomic Sociology. The 1980s saw resurgence in interest and contributions after this
time are known by the name of new economic sociology. The landmark that set the

18
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beginning of new economic sociology was the publication of Mark Gronevetter's Eco-
nomic Action and Social Structure: the Problem of Embeddedness (published in the
American Journal of Sociology, 1985) and in the same year he suggested the name New
Economic Sociology. Thereafter, there has been a steady flow of work under the new
name. New economic sociology has contributed to the understanding of economic phe-
nomena in various new ways. Notable contributions have been made about the organi-
zation of firms, role of networks, consumption, gender, culture, values and social capi-
tal in the economy. New economic sociology has been enriched by the work of not only
sociologists but also economists. According to Granovetter, new economic sociology
attacks neo-classical economics in fundamental ways and takes on key economic topics
rather than be focussed on peripheral ones.

2.2 The work of Mark Granovetter

Granovetters concept of embeddedness is discussed in his 1985 article, Action and
Social Structure: the Problem of Embeddedness. He has refined and strengthened his
argument in his two major works, namely, Society and Economy: The Social Construc-
tion of Economic Institutions which is a general theoretical work in economic sociol-
ogy, and The Making of an Industry: Electricity in the United States (with Patrick
McGuire) (1998) which is a study of the emergence of the electrical utility industry in
America.

Granovetter states that economic actions are embedded in concrete, on-going systems
of social relations. Networks are central to this concept of embeddeness. He makes a
clear distinction between an actor's immediate connections or "relational embeddedness"
and the distant ones or "structural embeddedness". He connected the concept of
embeddedness to theory of institutions. Granovetter argues that institutions are "congealed
networks". Interactions between people after some time acquire an objetive quality that
make people take it for granted. Economic institutions are characterized by "the
mobilization of resources for collective action". Brian Uzzi, in his attempt to elaborate
this concept of embeddedness in Social Structure and Competition in Inter-Networks:
The Paradox of Embeddedness (1997) argues that a firm can be "under-embedded" or
"over-embedded" and a firm is most successful when it balances between arm-length
market ties and more solid links. Many other critics have pointed out that Granovetter
omits to consider many aspects of economic action, for example, a link to the macro-
economic level culture, and politics. Zukin and DiMaggio in their "Structures of Capital:
The Social Organization of the Economy" (1990) suggest that we can talk about not
only "structural embeddedness" but also of "political", "cultural" and "cognitive
embeddedness".
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2.3 Contributions Using Structural Sociology and Networks

Network Analysis in economic sociology has been strengthened by structural sociol-
ogy. This approach is centred on the proposition that the relations of persons and posi-
tions are crucial to the social process. The network analysis practitioners generally use
a mathematical approach, avoid regression analysis and other such quantitative meth-
ods and focus on social mechanisms. Harrison White and his students like Mark
Granovetter, Scott Boorman, and Michael Schwartz are the most prominent contribu-
tors in this area. White's work in economic sociology is concerned with networks, va-
cancy chains and markets. He begins his analysis from people's physical dependence on
their surroundings but notes that interests are soon embedded in social relations.

Network analyses based on empirical studies made their first appearance in the 1970s.
Granovetter's well-known work Getting a Job (1974) is an example. The main thrust of
the study is to challenge the notion of mainstream economics that social relations can
be abstracted from an analysis of how people get jobs. Through network data he had
collected in suburban Boston, Granovetter succeeded in showing that information about
openings in the job market travels through social networks. The more networks one
belongs to, the more likely one is to find this type of information. Having a few very
close and helpful friends is not as effective in terms of getting information as being
linked to many different networks. Such is the "strength of weak ties" in Granovetter's
words. A corollary of this thesis is that people who have had several jobs are more likely
to find a new position when they become unemployed than those who have had only
one employer.

Interlock studies are also a kind of network analysis based on empirical studies.
They are studies of the kind of links that emerge when some individual is a member of
more than one corporate board. Interlock studies became popular with Marxist sociolo-
gists to document how the ruling class controls corporations, for example, Mintz and
Schwartz's Power Structure of American Business (1985). Another version of this argu-
ment can be found in Michael Useem's The Inner Circle (1984), a study based on inter-
views with chief executive officers (CEOs), whose main point is that CEOs who are
members of several boards have a better overview of the economy, something that en-
ables them to better defend their interests. Interlock studies can be quite valuable, but
only on condition that they are complemented by other materials like historical studies
and interviews.

Several studies have been done on the links between corporations and the links within
industrial districts. In Ronald Burt's Structural Holes (1992) competition and entrepre-
neurship are analyzed from a network perspective. It is based on the argument that
when an actor is the one and only link between two networks, he is in a good position to
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exploit this situation (tertius gaudens, or "the third who benefits," in Simmel's work).
Brian Uzzi's study of embeddedness from 1997 also makes use of networks. Granovetter
(1994) has also suggested that the network approach can be used to study so-called
business groups, that is, the kind of social formations that are made up of corporations
that are bound together in some formal or informal way and that display a certain amount
of solidarity. One criticism of the network approach is that it has ignored the role of
politics and culture in economic life.

2.4 Contributions Using Organization Theory

New economic sociology has successfully used organization theory to explore a range
of important topics, for example, the structure of firms and the links between corporations
and their environments. Nicole Woolsey Biggart's Charismatic Capitalism (1989), which
deals with a very special type of organization, the direct selling organizations like
Tupperware is a very good example of the use of organization theory in economic
sociology. Three theoretical approaches in organization theory have been especially
important in the development of economic sociology. They are resource dependency,
population ecology, and new institutionalism.

The basic idea of resource dependency is that an organization is dependent on the
resources in its environment to survive. As Ronald Burt has shown, the resource depen-
dency perspective can help to understand how the economy works. He shows that three
important factors affect profit, the number of suppliers, number of competitors, and
number of customers. At the centre of Burt's work on resource dependency is his con-
cept of structural autonomy, or the idea that a corporation has more ability to manoeu-
vre the fewer competitors it has and the more suppliers and the more customers there
are. A corporation has more power if it is in a monopoly position and from the same
idea it follows that suppliers as well as customers are less powerful the more competi-
tors they have. If Corporation A, for example, has only one supplier and one customer,
both of these can wield power over Corporation A. Using a huge input-output data set
for U.S. industry, Burt has shown that the idea of structural autonomy has some support
in empirical reality. Profits will be higher for a firm that has many suppliers, few com-
petitors and many customers. According to Burt, such a firm has most "structural au-
tonomy". The more structural autonomy a firm has, higher will be the profits.

According to population ecology perspective the main driving force of organizations
is survival. It points out that the diffusion of an organizational form typically passes
through a number of distinct stages such as a very slow beginning, then explosive growth,
and finally a slow settling down, as shown by Michael Hannan and John Freeman in
Organizational Ecology (1989). The Population ecology perspective, as opposed to re-
source dependency, uses as its unit of analysis not the single corporation but whole
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populations of organizations. That these populations go through fairly distinct phases
of growth and decline has been shown through a number of empirical studies, many of
which are highly relevant to economic sociology since the organizations being studied
are often economic organizations. Population ecology also looks at competition be-
tween organizations and the processes through which new organizational forms be-
come accepted. The fact that population ecology typically looks at large populations of
organizations means that relatively high-powered statistical methods are used.

The new institutionalism or neo-institutionalism perspective which is strongly influ-
enced by the ideas of John Meyer and colleagues like Brian Rowan and Richard Scott is
centred on the cultural and cognitive aspects of organizations. This new orientation
propose that formal organization structure reflects not only technical demands and re-
source dependencies but is also shaped by institutional forces, including rational myths,
knowledge legitimated through the education system and by professions, public opin-
ion and the law. Organizations are deeply embedded in their social and political envi-
ronments and organizational structures are often either reflections of or responses to
rules, beliefs and conventions built into the wider environment.

A considerably higher degree of flexibility and creativity characterizes new institu-
tionalism. The signature of new institutionalism has been a focus on the field level
based on the insight that organizations operate amidst both competitive and cooperative
exchanges with other organizations. A fundamental thesis in this approach is that ratio-
nality is often only a thin veneer and that organizations usually look the way they do for
other than rational reasons. There also exist more or less distinct models for what a
certain type of organization should look like, and these models are typically diffused
through imitation. Meyer points out that organizations seem much more rational than
they actually are and specific models for organizing activities may be applied widely,
even to circumstances where they do not fit. New institutionalism has explored the
"factors that make actors unlikely to recognize or to act on their interests" and also the
"circumstances that cause actors who do recognize and try to act on their interests to be
unable to do so" as observed by Paul DiMaggio in Interest and Agency in Institutional
Theory (1988). Neil Fligstein's The Transformation of Corporate Control (1990) is a
study of the large corporation in the United States that unites new institutionalism with
traditional interest analysis showing that the multidivisional form of organization spreads,
among other reasons, also because this organizational form made it easier for firms to
take advantage of new technology and the emerging national market. According to
Fligstein, U.S. corporations have created different concepts of control during different
periods of time. By control, he means the general strategy that corporations follow for
surviving and making money. For example, while cartels represented a common strat-
egy around the turn of the century in the United States, they were later replaced by
vertical integration, the idea of conglomerates, and other concepts of control. Fligstein
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shows the famous multidivisional form was not only a response to the economic envi-
ronment but also that it was diffused through imitation.

Frank Dobbin makes a similar point in Forging Industrial Policy (1994), but the
emphasis in this study is primarily on regulatory or industrial policy cultures. Drawing
on empirical material of a historical character from France, England, and the United
States in the nineteenth century, Dobbin shows how each of these countries developed
different regulatory and industrial policy cultures, and in particular how they treated
railroads in different ways. The state, for example, was actively involved in the railroad
business in France but played a more passive role in England and the United States.
Dobbin argues convincingly that there exists no single best way of doing things in the
economy, as mainstream economists seem to think; what may seem natural and rational
to do in one country does not seem so in another.

Since new institutionalism has such a flexible core, it can be used to analyze a vari-
ety of topics, in contrast to population ecology, which is considerably more limited in
scope.

2.5 Contributions using Market Analysis

New economic sociology has also made some interesting progress in the analysis of
the market. The reason this topic has attracted quite a bit of attention among sociolo-
gists is that the theory of the market constitutes the very heart of mainstream econom-
ics; and to challenge mainstream economics one first and foremost has to challenge its
theory of the market. Of the empirical studies that sociologists have produced, the most
innovative may well be Mitchell Abolafia's Making Markets (1996). Abolafia has in-
vestigated three important markets on Wall Street (bonds, stocks, and futures markets)
through participant observation and he has particularly looked at the way these are
regulated. His major conclusion is that markets are social constructions and that regula-
tion is related to "cycles of opportunism.”" When the existing regulation of a market is
mild, opportunistic actors will take advantage of this fact, which will lead to a tighten-
ing of the rules; when regulation has been strong and effective for some time, demands
are likely to be raised that milder rules should be introduced.

While most empirical studies of the market have focused on some aspect of the
market rather than on its core, there are a few theoretical attempts by sociologists to
explain the very nature of the market. Harrison White's work Markets from Networks
(2002) is an example that concentrates on the market as the institution at the heart of
capitalist economies. White shows that in a typical production market with only a hand-
ful of actors producing at similar prices the actors may watch each other and realize that
they make up a market. Then they start behaving according to this perception. More
precisely, it is by watching the terms-of-trade schedule that this process takes place; and
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as long as the producers feel that they fit into this schedule, the market will continue to
exist. By modelling his argument about the terms-of-trade schedule, White is also able
to show under which theoretical conditions a market can come into being and when it
will unravel.

While only a few attempts have been made to work directly with White's so-called
W(y)-model, its general impact has been large in new economic sociology, especially
through White's argument that a market comes into being when actors orient their be-
havior to one another in a role-like manner. The most suggestive of the studies that have
been influenced in a general way by the W(y)-model is Neil Fligstein's Markets as
Politics: A Political Cultural Approach to Market (1996). Like White, Fligstein uses the
typical production market as his point of departure, but the emphasis in his theory is
quite different. Market actors, according to Fligstein, fear competition, since this makes
it hard to predict what will happen, and they therefore attempt to introduce stability into
the market. This can be done in different ways, and for empirical illustration Fligstein
draws on his study of the evolution of the huge American corporation (Fligstein 1990).
In certain situations, competition can nonetheless be very strong, but this is usually
accompanied by attempts to stabilize the market. As examples of this, Fligstein men-
tions the situation when a new market is coming into being, when a major innovation is
introduced into an already existing market, and when some major social disturbance
takes place.

2.6 Contributions Using Cultural Sociology

A group of economic sociologists is committed to a cultural approach, and many of
them refer to symbols, meaning structures, and the like in their studies of the economy.
Cultural economic sociology owes much to the work of its two most prominent repre-
sentatives, Viviana Zelizer and Paul DiMaggio. The studies they have produced are of
two kinds-general theoretical statements and empirical studies of a historical and quali-
tative character. Paul DiMaggio argues that analysis of the economy should include a
cultural component but he is sceptical of a full-scale cultural analysis of the economy.
Zelizer criticized "social structural absolutism" or the tendency of contemporary eco-
nomic sociology to reduce everything to social relations and networks. The alternative
tendency of reducing everything in the economy to culture or "cultural absolutism" is
equally unacceptable to her. Economic sociology, she argues, needs to introduce culture
and values into the analysis, while simultaneously paying attention to the social struc-
ture.

Zelizer has also produced three empirical studies in which she attempts to show the
impact of culture and values on economic phenomena. In the first of these, Morals and
Markets (1979), she looks at the development of the life insurance industry in the United
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States, showing how difficult it was to get people to accept that an individual's life can
be evaluated in purely monetary terms. Over time the economic emphasis came to domi-
nate. Second, Zelizer published Pricing the Priceless Child (1985), which describes a
similar movement, but this time in reverse. Children, who in the nineteenth century had
had an economic value, would in the twentieth century increasingly be seen in emo-
tional terms and regarded as "priceless." In her third major study The Social Meaning of
Money (1994), Zelizer argues that money is not a neutral substance, but appears in a
variety of culturally influenced shapes. People usually distinguish between different
types of money. Money is not a homogeneous, asocial medium, as economists claim,
but is social to its very core. Pin money, for example, differs from the kind of money
that is set aside for ordinary expenses. When money is given away as a gift, an effort is
usually made to disguise its nature as money. Zelizer thus successfully illustrates that
there are "multiple moneys" according to the multiple objectives they serve.

2.7 Contributions Using the Historical and Comparative
Tradition

A number of comparative and historical studies, bringing Max Weber's monumental
works to mind, have been an ingredient of recent economic sociology. A few of the
works already mentioned, like Zelizer's empirical studies, draw on historical material.
Bruce Carruthers's City of Capitals: Politics and Markets in the English Financial Revo-
lution (1996) is a study of finance in seventeenth- and eighteenth-century England that
challenges Alfred Chandler's account of the rise of the large industrial corporation in
the United States. (Alfred Chandler is a leading American business historian who pro-
pounded that large industrial firms have been the engine of growth in the emergence of
successful models of capitalism.) Carruthers shows that "not only do economic inter-
ests influence politics, but the political interests also influence economic action". He
used primary material on the trade in shares in the East India Company in the early
1700s to establish that political ambitions clearly influenced the choices of buyers and
sellers and emphasized the state's role in the emergence of the large industrial corpora-
tion. He criticized Chandler's idea that recent advances in technology had made it nec-
essary around the turn of the last century to reorganize the large corporation as a
multidivisional unit.

Another important work is Forging Industrial Policy: The United States, Britain, and
France in the Railway Age (1994) by Frank Dobbin. Dobbin argues that industrial policy
in Britain, France and United States between 1825 and 1900 differed on important
points. The tradition of safeguarding elite individuals in Britain helped to bring about
an industrial policy that shielded the small, entrepreneurial firm. The tradition of a
centralized state in France resulted in strong interference from the authorities in the
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planning and running of the railroads. In the case of the United States, local self-rule
and a weak federal state meant that railway regulation stressed on anti-monopoly policy
and safeguarded private initiatives.

2.8 Interest Theory in Economic Sociology and the work
of James Coleman

In 1985, the same year that Granovetter's essay on embeddedness appeared, James
Coleman published a brief article in which he argued that economists have failed to
include social relations in their analysis. In his Foundations of Social Theory (1990)
Coleman attempted to reconceptualize interest theory in order to make it sociological.
To him, it is not sufficient to speak of actors and their interests. "Resources" and "con-
trol" must be considered. Coleman argues that if an actor has something of interest to
another, the two will interact and thereby create a social system. In Coleman's view, if
actor A has control over a resource that is of interest to actor B, they will interact.

Trust, social capital and the modern corporation are topics of particular interest to
Coleman. Coleman's idea of trust is different from that of Simmel's. Simmel saw trust
as unthinking belief while Coleman sees trust as a conscious bet. One calculates what
one can win and lose by trusting someone. Social capital, to Coleman, is any social
relation that can be of help to an individual in realizing an interest. A firm represents,
for example, a form of social capital-even if social capital is usually the unintended
result of some action, undertaken for a different purpose. Finally, Coleman emphasizes
that once people have created a firm to realize their interests, the firm can develop
interests of its own. To Coleman, the firm is basically a social invention, and agency
theory is particularly useful for analyzing it.

2.9 Contributions of Bourdieu and other Europian thinkers

Among the major European sociologists Pierre Bourdieu has shown the most inter-
est in the economy, from his studies of Algeria in the 1950s to a recent work on the
housing market in Les structures sociales de 1'économie (2000b). Bourdieu's most
imporatnt empirical study of interest to economic sociology-Travail et travailleurs en
Algérie (Work and Workers in Algeria) (1963), is a rich ethnographic study. Here, he
has shown the contrasts between the traditionalistic worldview of the Algerian peasants
with the capitalist worldview of modern people. The peasants in Algeria have an in-
tensely emotional and nearly mystical relationship to the land. In a society dominated
by wage labour and capital, such a relationship with the land is unimaginable. Work is
not directly related to productivity in Algeria since one tries to keep busy all the time.
Money and exchange are seen as inferior to barter and credit is resorted to only in rare
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circumstances such as personal distress. They prefer commercial ventures to industrial
ones, since the risk involved is much smaller.

Bourdieu has developed a general approach to economic sociology that is an appli-
cation of his general sociology, which is centred on the concepts of habitus, field and
different types of capital. He has presented the idea of economy as a field as a theoreti-
cal alternative to the model of embeddedness. Bourdieu criticized Granovetter for ig-
noring the structural dimension embodied in the notion of the field. According to him,
the economy can be conceptualized as a field, i.e., as a structure of actual and potential
relations. Each field has its own logic and its own social structure. The structure of a
field can also be understood in terms of its distribution of capital. Apart from financial
capital, three other forms of capital are especially important: social, cultural, and sym-
bolic. Social capital is one's social connections that are of relevance to economic af-
fairs, cultural capital comes from one's education and family background, and symbolic
capital are things such as goodwill and brand loyalty. The individual actors in the eco-
nomic field bring with them their "economic habitus" or economic predispositions that
relate their future actions to their past experience.

In Bourdieu's words the homo economicus is "a kind of anthropological monster"
(1997, 61). His economic actor acts in a reasonable way but never in a rational way.
Bourdieu's concept of interest is also important. It is that which drives the actor to
participate in field. . In his words, "Interest is to 'be there,' to participate, to admit that
the game is worth playing and that the stakes that are created in and through this fact are
worth pursuing, it is to recognize the game and to recognize its stakes" (1998a, 77; cf.
Bourdieu and Wacquant 1992). Indifference is the opposite of interest. Every field has
its own interest, even if it hides as disinterest. He finds the economists' version of inter-
est ahistorical. The economists are also wrong in thinking that "economic interest" drives
everything. For Bourdieu, anthropology and comparative history show that the social
magic of institutions can constitute just about anything as an interest. Economists com-
mit the mistake of assuming that the laws of the economic field are applicable to all
other fields in society. This is what Bourdieu terms "economism".

In Distinction ([1979] 1986), Bourdieu has discussed preference formation. This
work also contains a new approach to consumption, a very important area in economic
sociology today. In Weight of the World (Bourdieu et al. 1999) he looked into eco-
nomic inequality and voiceless suffering that is so widespread in today's industrialized
world. We may then see that there are two different approaches in contemporary eco-
nomic sociology, the embeddedness approach and the field approach.

Luc Boltanski and Laurent Thévenot's on Justification ([1987] 1991) analyses the
vital dimension of social interaction - the way individuals justify their actions to others
instinctively drawing on their experience to appeal to principles they hope will com-
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mand respect. The different ways that an action can be justified or legitimized is of
potential relevance to economic sociology. A person who works for a firm may justify
his behavior by referring either to efficiency or "the world of the market" or to loyalty or
"the domestic world" and achieve very different results. Boltanski criticized the net-
work approach as ideological and procapitalistic in The New Spirit of Capitalism
(Boltanski and Chiapello 1999). Network theory has been strengthened by the work of
Michel Callon who argued that not only individuals and organizations, but also objects,
can be actors. A machine, for example, can determine what kinds of actions a machine
operator has to perform and also how she is connected to other people in the process of
production. Callon argues that economic theory often fits reality so well because it has
helped to create this reality in the first place.

2.10 The feminist perspective in New Economic Sociology

Since the 1980s, a group of critical scholars have been waging a vigorous campaign
against gender biased economic models and methodologies. The work of Viviana Zelizer,
Paula England, Ruth Milkman and others have attacked the invisibility of women in
mainstream economic sociology. As they contend, economic sociology as a field has yet
to be sensitized about the gender dimension of economic life. The result is a treatment
of gender as just another attribute of single decision-making economic actors instead of
an organizing principle in social life. Elizer points out women pre-dominate non-mar-
ket economic activities and so long as economic sociology does not expand its defini-
tion of economic activity, much of women's activity falls out of its sight. Paying due
attention to gender would challenge single-utility functions in units such as households.
A focus on gender would also mean raising questions about other categories of social
differentiation like race and ethnicity in economic process. These differences form bar-
riers to organizational activities that genderless and efficiency driven models cannot
account for. The feminist perspective in economic sociology studies issues like occupa-
tional sex segregation and raises questions about workers choice, discrimination and
the role of social norms. (Paula England, The Gender Revolution: Uneven and Stalled,
2010)

2.11 Conclusion

We can see that, rather than be contended with peripheral topics, new economic
sociology is taking on key areas of economic life. It all started with work of Mark
Granovetter in 1980's and the name, New Economic Sociology was his suggestion.
Granovetter has centred his concept of embeddedness on social networks; and institu-
tions, for him, are congealed networks. Others like Ronald Burt have made important
contributions using network analysis and structural sociology. Organization theory with
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its three theoretical approaches of resource dependency, population ecology and new
institutionalism has also been successfully used in new economic sociology. There has
also been contributions in the area of market analysis which was so long considered a
core area for mainstream economics. Zeitler, Di-Maggio and others have used cultural
sociology to emphasize the importance of culture, especially values in economic soci-
ology. The historical and comparative traditions have also been used by quite a few like
Dobbin and others.

James Coleman has made a good use of interest theory in new economic sociology.
He considers resources and control to talk about actors and their interests. New eco-
nomic sociology has also been enriched by the contributions of a number of European
thinkers, most significantly, Pierre Boudieu. Applying his ideas of habitus and field in
economic sociology, he shows the economy as a field and economic predispositions of
actors as their economic habitus. He shows how social, cultural and symbolic capital
are also significant ideas to understand the economic field. From the feminist perspec-
tive, the gender-biased economic model of mainstream economic sociology has been
sharply criticised in the work of the likes of Viviana Zeitler and Paula England. There-
fore, new economic sociology today has grown into a thriving and broad sub-field with
plenty of interesting work from various perspectives.

2.12 Summary

In the 1980's interest in economic sociology resurged with the work of Mark
Granovetter who suggested the name new economic sociology. Rather than be con-
tended with peripheral topics, new economic sociology is taking on key areas of eco-
nomic life. Granovetter's uses the concept of embeddedness but for him embeddedness
is centred on social networks. He also distinguishes between relational and structural
embeddedness. To him, institutions are congealed networks. Many others like Ronald
Burt have made important contributions to new economic sociology using network
analysis and structural sociology.

In new economic sociology we also find the successful use of organization theory.
Three theoretical approaches under organization theory, namely resource dependency,
population ecology and new institutionalism are the most important ones in economic
sociology. New economic sociology has made progress in the analysis of markets, a
core area for mainstream economics. Abolafia's view of the market as a social construc-
tion and White's W(y) model are two of the many noteworthy contributions made to the
study of markets by economic sociologists.

New economic sociology has also enriched contributions using cultural sociology.
These works stress the importance of taking values and culture into the analysis while
paying attention to social structure. Zelizer and Di-Maggio are the two most important
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contributors who show the impact of culture and values on economic phenomena. A
number of notable studies also use the historical and comparative tradition like Dobbins's
work on the development of railroads in France, Britian and The United States and
Carruther's work on finance in seventeenth and eighteenth century England.

In James Colemans work we find a good use of interest theory in new economic
sociology. He shows that resources and control must be considered while talking about
actors and their interests. He conceptualizes trust as a conscious bet and social capital
as any social relation that helps an individual to realize her interest. A firm can develop
its own interest after being created by people to realize their own interests in the begin-
ning.

A number of European sociologists have contributed to new economic sociology,
most prominent among them being Pierre Boudieu. He bases his economic sociology
on the application of his ideas of field and habitus showing the economy as a field and
economic predispositions of actors as their economic habitus. Apart from financial capi-
tal, the other forms of capital namely, social, cultural and symbolic capital are also of
significance to the understanding of the economic field. To Bourdieu, human beings are
not rational actors but reasonable actors. He also analyses the concept of interest as the
interest to participate. He has also discussed in depth preference formation and the role of
consumption in todays industrialized world.

The feminist perspective in new economic sociology has attacked the gender-biased
economic models in mainstream economic sociology. Viviana Zelizer and Paula En-
gland point out that gender must be seen as an organizing principle in social life. Be-
cause women's work predominate as non-market activities most of women's activity
falls outside the view of mainstream discussions of the economy. This perspective raises
questions about issues like discrimination, sex-segregation in occupations, role of so-
cial norms and worker's choice.

In the end, we may aptly remark that new economic sociology is now a sub-field
with a steady flow of interesting work. It is an area which has been enriched by contri-
butions from different theoretical perspectives that have broadened its scope in research
and methodology

2.13 Questions

1. Explain Granovetter's concept of embeddedness.

2. Write a short note on the resource dependency perspective in new economic
sociology.

3. Examine the singnificance of the population ecology perspective in new
economic sociology.
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10.
11.
12.

13.

Show how cultural sociology has contributed to new economic sociology.
Assess James Coleman's contribution to new economic sociology.
Elucidate Bourdieu's idea of the economy as a field.

Discuss the rise of feminist perspective in new economic sociology.

Write a note on the contributions to new economic sociology that use the historical
and comparative tradition.

Explain the relevance of cultural approach in new economic sociology.
Write a note on the new institutionalism approach in economic sociology.
Why is network analysis important in new economic sociology?

Show how the application of organization theory and market analysis enriched
new economic sociology.

Narrate in detail the contributions of Bourdieu and other European thinkers in
the area of new economic sociology.
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UNIT-3 : Reciprocity and Gift

Structure of the Unit :
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3.1 Introduction

3.2 Forms of Exchange
3.2.1 Reciprocity and Gift
3.2.2 Fundamentals of Gift Exchange
3.2.3 Types of Exchanges
3.2.4 Types of Reciprocity
3.2.5 Theories of Reciprocity

3.3 Conclusion

3.4 Summary

3.5 Questions

3.6 Reference

3.7 Glossary

3.0 Learing Objectives

To understand the following:
e The significance of reciprocity and gift as a form of social exchange.
e The forms of exchange
e Types of exchanges and reciprocity
e Theories of reciprocity

3.1 Introduction

It is important for us to study forms of exchanges as it will give us a definite direc-
tion to how society functioned in the pre-monetary era and how and why they are still
existing in some parts of the world. Since forms of exchange holds a central position in
sociology as it gives us clue as to how and why people interact, it is important to see the
historical evolution of these forms of exchange; especially from socio-economic to
purely economic forms of exchange.

32
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With the invention of monetary forms of exchange, the ancient modes of exchange
via kind and barter system almost ceased to exist. Yet some of those means of ex-
changes are still in practice in places where money isn't used extensively and people
still carry on barter system of exchange as a mode of daily socio-economic transactions.
In every society, these means of exchanges exist in one way or the other and based on
these, we can divide the societies into primitive and modern. These modes of exchange
didn't only function as an economic mode, but strengthened social cohesion, influenced
social interaction and promoted the culture of interdependence.

3.2 Forms of Exchange

The concept of exchange is one of the key concepts in anthropology and sociology
which helps us to shed light on the concerned social system and social structure. While
defining what exchange is, there is a dilemma regarding how to define it. To put it
simply, exchange is the transfer between two social actors of things which contain some
social prestige. It can be human (marital alliance) or animals (ritualistic exchange),
material or immaterial goods and other important things.Classical anthropologists and
modern social thinkers agree to the point that the only thing that can be exchanged is the
things which have become detached from individuals or social groups, although there is
a considerable amount of difference of opinion regarding what can be exchanged. The
general idea is one partner, who is basically a giver possess an item of supreme value
which he/she can give away and another person is in dire need of that particular item
and thus the second person is ready to part away with a gift of equal importance which
he/she can do without to the former in exchange of the item he/she needs.

When it comes to defining modes and forms of exchanges there is a stark contrast
between social anthropologists and economic anthropologists. From an economic an-
thropological perspective, modes of exchanges are diverse and are shaped by time and
space. On the other hand, social anthropologists define market exchange as a trading
mechanism involving monetary exchange based on a supply-demand mechanism. The
word "Exchange" refers to transfer things between two social actors in the form of
material and/or non-material beings, cash or kind or any items of moral or material
value. The actors involved in this act of exchange may be an individual, a group, a
community and even a spiritual being. There are in general two modules of exchange-
economic exchange and social exchange, which is the ideal type in any given society.
However there is a difference in the approach. In a non-market economy, where the
economic motive or gain is not a priority, economic exchange coupled with the social
gain is visible. However, when it comes to market economy, the social exchange is
mostly missing, except in certain cases when gift exchanges happen between close ac-
quaintances. Modern day economy focuses majorly on market exchange as the only
mode of distribution of material goods. Most of them ignore the concept of "reciproc-
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ity" and "redistribution" as the two other components of exchange for the reason they
have a different underlying logic, in contrast to market economy.

3.2.1 Reciprocity and Gift

Reciprocity refers to exchange of goods and services which is deep-rooted in mutual
obligation and identity. To put in simple terms, in case you receive a gift, it's your
obligation or duty to repay with another gift to the sender. Reciprocity involves a con-
stant sequence of giving and receiving gifts. Reciprocity is commonly seen as a mecha-
nism which binds the family and friends together, instilling a feeling of belonging. In
case one party declines to give or receive gift, it will be seen as a rejection of the recip-
rocal relationship. One thing needs to be remembered, reciprocity doesn't mean redis-
tribution of the social wealth, neither does it involve the fact that whoever is receiving
gifts is getting richer. It only means circulation of goods and services involving no
economic loss, but more of a social gain.

3.2.2 Fundamentals of Gift Exchange

Before we begin with the theories of reciprocity and gifts, it is very important to
understand the fundamentals of gift exchang<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>