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1 Introducing Economic Sociology

Neil ]. Smelser and Richard Swedbery

AS A DESIGNATED FIELD of inquiry, economic soci-
ology is not much more than a century old, even
though its intellectual roots are identifiable in older
traditions of philosophical and social thought.!
During the past quarter-century it has experienced
an explosive growth, and now stands as one of the
most conspicuous and vital subfields of its parent
discipline. In this introduction we first define the
field and distinguish it from mainstream econom-
ics. Next we trace the classical tradition of econom-
ic sociology, as found in the works of Marx, Weber,
Durkheim, Schumpeter, Polanyi, and Parsons-
Smelser. Finally, we cite some more recent develop-
ments and topics of concern in economic sociolo-
gy. Throughout our discussion in this chapter we
emphasize the importance of paying attention to
economic interests and social relations.

THE DEFINITION OF ECONOMIC SOCIOLOGY

Economic sociology—to use a term that Weber
and Durkheim introduced’—can be defined simply
as the sociological perspective applied to ecomomic
phenomena. A similar but more elaborate version is
the application of the frames of refevence, varviables,
and explanatory models of sociology to that complex
of activities which is concerned with the production,
distribution, exchange, and consumption of scarce
poods and services® One way to make this definition
more specific is to indicate the variables, models,
and so on, that the economic sociologist employs.
When Smelser first put forth that definition (1963,
27-28; 1976, 37-38), he mentioned the sociolog-
ical perspectives of personal interaction, groups,
social structures (institutions), and social controls
(among which sanctions, norms, and values are
central). Given recent developments, we would
add that perspectives of social networks, gender,
and cultural contexts have also become central
in economic sociology (e.g., Granovetter 1974,
1985a, 1995; Zelizer 1988). In addition, the in-
ternational dimension of economic life has as-
sumed greater salience among economic sociolo-

gists, at the same time as that dimension has come
to penetrate the actual economies of the contem-
porary world (Makler, Martinelli, and Smelser
1982; Evans 1995).

MAINSTREAM ECONOMICS AND ECONOMIC
Soc1oLoGY COMPARED

We now compare economic sociology and main-
stream economics as a way of further elucidating
the sociological perspective on the economy. This
is a useful exercise only if qualified by the caution
that both bodies of inquiry are much more com-
plex than any brief comparison would suggest. Any
general statement almost immediately yields an ex-
ception or qualification. To illustrate the caution
on cach side of the comparison:

1. In economics the classical and neoclassical
traditions have enjoyed a certain dominance—
hence the label mainstream—but the basic as-
sumptions of those traditions have been modified
and developed in many directions. In a classic
statement, Knight ([1921] 1985, 76-79) stressed
that neoclassical economics rested on the premises
that actors have complete information and that in-
formation is free. Since that time economics has
developed traditions of analysis based on assump-
tions of risk and uncertainty (for example, Sandmo
1971; Weber 2001) and information as a cost (for
example, Stigler 1961; Lippmann and McCall
2001). In addition, numerous versions of econom-
ic rationality—for example, Simon’s (1982) em-
phasis on “satisficing” and “bounded rationali-
ty”—have appeared. Still other variations on
rational behavior have been developed in behav-
ioral economics, which incorporates many psycho-
logical assumptions at variance with the main-
stream (Mullainthan and Thaler 2001; Camerer,
Loewenstein, and Rabin 2004). Looking in the di-
rection of sociology, some economics now incor-
porates “norms” and “institutions,” though with
meanings different from those found in the socio-
logical tradition.
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2. Sociology lacks one dominant tradition. Vari-
ous sociological approaches and schools differ
from and compete with one another, and this cir-
cumstance has affected economic sociology. For
example, Weber was skeptical about the notion of
a social “system,” whether applied to economy or
society, while Parsons viewed society as a system
and economy as one of its subsystems. Further-
more, even if all economic sociologists might ac-
cept the definition of economic sociology we have
offered, they focus on different kinds of economic
behavior. Some do so following Arrow’s hint
(1990, 140) that sociologists and economists ask
different questions—about consumption, for ex-
ample. Others, including what is called new eco-
nomic sociology (see Granovetter 1990 for a pro-
grammatic statement), argue that sociology should
concentrate directly on core economic institutions
and problems.

These caveats recorded, a comparison between
the central features of mainstream economics and
economic sociology will clarify the specific nature
of the sociological perspective. The following dif-
ferences are most salient.

The Concept of the Actor

To put the matter baldly, the analytic starting
point of economics is the individual; the analytic
starting points of economic sociology are typically
groups, institutions, and society. In microeconom-
ics, the individualistic approach finds its origins in
early British utilitarianism and political economy.
This orientation was elucidated systematically by
the Austrian economist Carl Menger and given the
label methodological individualism by Schumpeter
(1908, 90; for a history of methodological indi-
vidualism, see Udehn 2001). By contrast, in dis-
cussing the individual, the sociologist often focus-
es on the actor as a socially constructed entity, as
“actor-in-interaction,” or “actor-in-society.” Often,
moreover, sociologists take the group and the
social-structural levels as phenomena sui generis,
without reference to the individual actor.

Methodological individualism need not be logi-
cally incompatible with a sociological approach. In
his theoretical chapter introductory to Economy
and Society, Weber constructed his whole sociolo-
gy on the basis of individual actions. But these ac-
tions are of interest to the sociologist only insofar
as they are social actions or “take account of the
behavior of other individuals and thereby are ori-
ented in their course” (Weber [1922] 1978, 4).
This formulation underscores a second difference
between microeconomics and economic sociology:

the former generally assumes that actors are not
connected to one another; the latter assumes that
actors are linked with and influence one another.
We argue below that this difference has implica-
tions for how economies function.

The Concept of Economic Action

In micoeconomics the actor is assumed to have
a given and stable set of preferences and to choose
that alternative line of action which maximizes util-
ity. In economic theory, this way of acting consti-
tutes economically rational action. Sociology, by
contrast, encompasses several possible types of
economic action. To illustrate from Weber again,
economic action can be either rational, traditional,
or affectual (Weber [1922] 1978, 24-26, 63-68).
Except for residual mention of “habits” and “rules
of thumb,” economists give no place to tradition-
al economic action (which, arguably, constitutes its
most common form; see, however, Akerlof 1984;
Schlicht 1998).

Another difference between microeconomics
and economic sociology in this context concerns
the scope of rational action. The economist tradi-
tionally identifies rational action with the efficient
use of scarce resources. The sociologist’s view is,
once again, broader. Weber referred to the con-
ventional maximization of utility, under conditions
of scarcity, as _formal rationality. In addition, how-
ever, he identified substantive rationality, which
refers to allocation within the guidelines of other
principles, such as communal loyalties or sacred
values. A further difference lies in the fact that
economists regard rationality as an assumption,
whereas most sociologists regard it as a variable
(see Stinchcombe 1986, 5-6). For one thing, the
actions of some individuals or groups may be more
rational than others (cf. Akerlof 1990). Along the
same lines, sociologists tend to regard rationality as
a phenomenon to be explained, not assumed.
Weber dedicated much of his economic sociology
to specifying the social conditions under which
formal rationality is possible, and Parsons ([1940]
1954) argued that economic rationality was a sys-
tem of norms—not a psychological universal—
associated with specific developmental processes in
the West.

Another difference emerges in the status of
meaning in economic action. Economists tend to
regard the meaning of economic action as derivable
from the relation between given tastes, on the one
hand, and the prices and quantities of goods and
services, on the other. Weber’s conceptualization
has a different flavor: “the definition of economic



action [in sociology] must . . . bring out the fact
that all ‘economic’ processes and objects are char-
acterized as such entirely by the meaning they have
for human action” ([1922] 1978, 64). Meanings
are historically constructed and must be investigat-
ed empirically, and are not simply to be derived
from assumptions and external circumstances.

Finally, sociologists tend to give a broader and
more salient place to the dimension of power in
economic action. Weber ([1922] 1978, 67) insist-
ed that “[it] is essential to include the criterion of
power of control and disposal ( Verfiigungsgewalt)
in the sociological concept of economic action,”
adding that this applies especially in the capitalist
economy. By contrast, microeconomics has tended
to regard economic action as an exchange among
equals, and has thus had difficulty in incorporating
the power dimension (Galbraith 1973, 1984). In
the tradition of perfect competition, no buyer or
seller has the power to influence price or output. It
is also true that economists have a tradition of an-
alyzing imperfect competition—in which power to
control prices and output is the core ingredient—
and that the idea of “market power” is used in
labor and industrial economics (e.g., Scherer
1990). Still, the economic conception of power is
typically narrower than the sociologist’s notion of
economic power, which includes its exercise in so-
cietal (especially political and class), as well as mar-
ket, contexts. In a study of the power of the U.S.
banking system, for example, Mintz and Schwartz
(1985) analyze how banks and industries interlock,
how certain banks cluster into groups, and how
banks sometimes intervene in corporations in
order to enforce economic decisions. More gener-
ally, sociologists have analyzed and debated the
issue of the political implications of wealth in-
equality and the extent to which corporate leaders
constitute a “power elite” in the whole of society
(e.g., Mills 1956; Dahl 1958; Domhoft and Dye
1987, Keister 2000).

Constraints on Economic Action

In mainstream economics, actions are con-
strained by tastes and by the scarcity of resources,
including technology. Once these are known, it is
in principle possible to predict the actor’s behavior,
since he or she will always try to maximize utility
or profit. The active influence of other persons and
groups, as well as the influence of institutional
structures, is set to one side. Knight codified this
in the following way: “Every member of society is
to act as an individual only, in entire independence
of all other persons” ([1921] 1985, 78). Sociolo-
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gists take such influences directly into account in
the analysis of economic action. Other actors facil-
itate, deflect, and constrain individuals® action in
the market. For example, a friendship between a
buyer and a seller may prevent the buyer from de-
serting the seller just because an item is sold at a
lower price elsewhere (e.g., Dore 1983). Cultural
meanings also affect choices that might otherwise
be regarded as “rational.” In the United States, for
example, it is difficult to persuade people to buy
cats and dogs for food, even though their meat is
as nutritious and cheaper than other kinds (Sahlins
1976, 170-79). Moreover, a person’s position in
the social structure conditions his or her econom-
ic choices and activity. Stinchcombe (1975) evoked
the principle that structural constraints influence
career decisions in ways that run counter to con-
siderations of economic payoff. For example, for a
person who grows up in a high-crime neighbor-
hood, the choice between making a career stealing
and getting a job has often less to do with the
comparative utility of these two alternatives than
with the structure of peer groups and gangs in the
neighborhood.

The Economy in Relation to Society

The main foci for the mainstream economist are
economic exchange, the market, and the economy.
To a large extent, the remainder of society lies be-
yond where the operative variables of economic
change really matter (see Quirk 1976, 2—4; Arrow
1990, 138-39). Economic assumptions typically
presuppose stable societal parameters. For exam-
ple, the long-standing assumption that economic
analysis deals with peacetul and lawful transactions,
not with force and fraud, involves important pre-
suppositions about the legitimacy and the stability
of the state and the legal system. In this way the
societal parameters—which would surely affect the
economic process if the political legal system were
to disintegrate—are frozen by assumption, and
thus are omitted from the analysis. In recent times
economists have turned to the analysis of why in-
stitutions arise and persist, especially in the new in-
stitutional economics and game theory. They have
varied the effects of institutional arrangements in
various logical experiments (see, e.g., Eggertsson
1990; Furubotn and Richter 1997). Nevertheless,
the contrast with economic sociology remains.
When economists talk about institutions, norms,
and the like, their vocabulary is identical to that of
sociologists, but they often mean something quite
different. It is still very common, for example, for
economists to treat the economic arena as lacking
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norms and institutions. The latter only emerge
when markets cannot be constructed or when tra-
ditional rational choice analysis fails. Economic so-
ciology, on the other hand, has always regarded
the economic process as an organic part of society.
As a consequence, economic sociology has usually
concentrated on three main lines of inquiry: (1)
the sociological analysis of economic process; (2)
the analysis of the connections and interactions be-
tween the economy and the rest of society; and (3)
the study of changes in the institutional and cul-
tural parameters that constitute the economy’s so-
cietal context.

Goals of Analysis

As social scientists, both economists and sociol-
ogists try to explain phenomena encompassed by
their respective subject matters. Within this com-
mon interest, however, different emphases emerge.
Economists tend to be critical of descriptions—
they condemn traditional institutional economics
as too descriptive and atheoretical. Instead they
stress the importance of prediction. Sociologists,
by contrast, offer fewer formal predictions, and
often find sensitive and telling descriptions both
interesting in themselves and essential for explana-
tion. As a result of these differences, sociologists
often criticize economists for generating formal
and abstract models and ignoring empirical data,
and economists reproach sociologists for their
“post factum sociological interpretations” (Merton
1968, 147-49). Though these differences have be-
come part of the professional cultures of econo-
mists and sociologists, it should be noted that the
last 10 years have seen a new interest for model
building and game theory among sociologists, and
a new interest in culture and use of empirical ma-
terial among economists (e.g., Greif 1998, forth-
coming; Swedberg 2001). It is also possible that
the fields of economics and economic sociology
may one day agree on some methodological com-
promise, say along the lines of “analytic narratives”
(Bates et al. 1998).

Models Employed

The emphasis on prediction constitutes one rea-
son why mainstream economists place such high
value on expressing hypotheses and models in
mathematical form. Though the advantages of this
formal theorizing are readily apparent, economists
themselves have at times complained that it tends
to become an end in itself. In his presidential ad-
dress to the American Economic Association in
1970, Wassily Leontief criticized his profession’s

“uncritical enthusiasm for mathematical formula-
tion” (1971, 1). When economists do turn to em-
pirical data, they tend to rely mainly on those gen-
erated for them by economic processes themselves
(for example, aggregated market behavior, stock
exchange transactions, and official economic statis-
tics gathered by governmental agencies). Sample
surveys are occasionally used, especially in con-
sumer economics and in labor economics; archival
data are seldom consulted, except by economic
historians; and ethnographic work is virtually non-
existent. By contrast, sociologists rely heavily on a
great variety of methods, including analyses of cen-
sus data, independent survey analyses, participant
observation and fieldwork, and the analysis of
qualitative historical and comparative data.

Intellectunl Traditions

Sociologists not only rely on different intellectu-
al traditions that overlap only slightly, but they also
regard those traditions differently. Evidently influ-
enced by the natural science model of systematic
accumulation of knowledge, economists have
shown less interest than sociologists in study and
exegesis of their classics (with notable exceptions
such as Adam Smith and David Ricardo). Corre-
spondingly, economics reveals a sharp distinction
between current economic theory and the history
of economic thought. In sociology these two
facets blend more closely. The classics are very
much alive, and are often required reading in the-
ory courses.

Despite these differences, and despite the per-
sisting gulf between the traditions of economics
and economic sociology, some evidence of synthe-
sis can be identified. Major figures such as Alfred
Marshall, Vilfredo Pareto, and Talcott Parsons
have attempted theoretical syntheses. Certain
other figures, notably Weber and Schumpeter,
have excited interest among both economists and
sociologists. In addition, economists and sociolo-
gists find it profitable to collaborate in specific
problem areas such as poverty and labor markets.
Later in the chapter we will reraise the issue of
intellectual articulation among economists and
sociologists.

THE TRADITION OF ECONOMIC SOCIOLOGY

There exists a large and rich tradition of eco-
nomic sociology, which roughly begins around the
turn of the twentieth century. This tradition has
generated both important concepts and ideas and



significant research results, which we now present
and set in perspective. Economic sociology has
peaked twice since its birth: in 1890-1920 with
the classic theorists (who were all interested in and
wrote on the economy), and today, from the early
1980s onwards. A small number of important
works in economic sociology—Dby economists as
well as sociologists—were also produced during
the period in between. A major thread in the tra-
dition of economic sociology is that investigation
must combine the analysis of economic interests with
an analysis of social relations.

Classical Economic Sociology and Its Predecessors

The first use of the term economic sociology seems
to have been in 1879, when it appears in a work by
British economist W. Stanley Jevons ([1879]
1965). The term was taken over by the sociologists
and appears, for example, in the works of Durk-
heim and Weber during the years 1890-1920 (so-
ciologie économique, Wirtschaftssoziologie). It is also
during these decades that classical economic soci-
ology is born, as exemplified by such works as The
Division of Labor in Society (1893) by Durkheim,
The Philosophy of Money (1900) by Simmel, and
Economy and Society (produced 1908-20) by
Weber. These classics of economic sociology are
remarkable for the following characteristics. First,
Weber and others shared the sense that they were
pioneers, building up a type of analysis that had
not existed before. Second, they focused on the
most fundamental questions of the field: What is
the role of the economy in society? How does the
sociological analysis of the economy differ from
that of the economistss What is an economic
action? To this should be added that the classical
figures were preoccupied with understanding capi-
talism and its impact on society—“the great trans-
formation” that it had brought about.

In hindsight it is clear that several works pub-
lished before the 1890-1920 period in one way or
another prefigure some of the insights of econom-
ic sociology. Important reflections on, for example,
the role of trade can be found in The Spirit of the
Laws by Montesquieu, as well as a pioneer compar-
ative analysis of the role of various economic phe-
nomena in republics, monarchies, and despotic
states (Montesquicu [1748] 1989). The role of
labor in society is emphasized in the work of Saint-
Simon (1760-1825), who also helped to popular-
ize the term industrialism (cf. Saint-Simon 1964).
That the work of Alexis de Tocqueville (1805-
1859) is full of sharp, sociological observations is
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something that most sociologists would agree on.
That he also made contributions to economic soci-
ology is, however, less known (Tocqueville [1835-
40] 1945, [1856] 1955; cf. Swedberg 2003, 6-8).
Of these various precursors we will concentrate
only on Karl Marx, a towering figure in nineteenth-
century thought, even though he was active before
the birth of modern sociology.

Karl Marx

Karl Marx (1818-1883) was obsessed with the
role of the economy in society and developed a
theory according to which the economy deter-
mined society’s general evolution. What drives
people in their everyday lives, Marx also argued,
are material interests, and these also determine the
structures and processes in society. While Marx
wanted to develop a strictly scientific approach to
society, his ideas were equally infused by his polit-
ical desire to change the world (e.g., [1843] 1978,
145). The end result was what we know as “Marx-
ism”—a mixture of social science and political
statements, welded into a single doctrine.

For a variety of reasons much of Marxism is er-
roneous or not relevant to economic sociology. It
is far too tendentious and dogmatic to be adopted
as a whole. The task that confronts economic soci-
ology today is to extract those aspects of Marxism
that are useful. In doing so, it is useful to follow
the suggestion of Schumpeter, and distinguish be-
tween Marx as a sociologist, Marx as an economist,
and Marx as a revolutionary (Schumpeter [1942]
1994, 1-58). We now turn to a preliminary effort
to pull out the relevant ingredients for economic
sociology.

Marx’s point of departure is labor and produc-
tion. People have to work in order to live, and this
fact is universal (Marx [1867] 1906, 50). Material
interests are correspondingly universal. Labor is
social rather than individual in nature, since people
have to cooperate in order to produce. Marx se-
verely criticized economists for their use of the iso-
lated individual; and he himself sometimes spoke
of “social individuals” (e.g., [1857-58] 1973, 84—
85). The most important interests are also of a col-
lective nature—what Marx calls “class interests.”
These interests will, however, only be effective if
people become aware that they belong to a certain
class (“class for itself,” as opposed to “class in it-
self”; Marx [1852] 1950, 109).

Marx severely criticized Adam Smith’s idea that
individual interests merge and further the general
interest of society (“the invisible hand”). Rather,
according to Marx, classes typically oppress and
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fight each other with such ferocity that history is as
if written with “letters of blood and fire” ([1867]
1906, 786). Bourgeois society is no exception on
this score since it encourages “the most violent,
mean and malignant passions of the human heart,
the Furies of private interest” ([1867] 1906, 15).
In various works Marx traced the history of the
class struggle, from early times into the future. In
a famous formulation from the 1850s, Marx states
that at a certain stage the “relations of production”
enter into conflict with “the forces of production,”
with revolution and passage to a new “mode of
production” as a result ([1859] 1970, 21). In
Capital Marx writes that he has laid bare “the eco-
nomic law of motion of modern society” and that
this law works “with iron necessity towards in-
evitable results” of revolutionary change ([1867]
1906, 13-14).

A positive feature of Marx’s approach is his in-
sight into the extent to which people have been
willing to fight for their material interests through-
out history. He also contributed to understanding
how large groups of people, with similar economic
interests, under certain circumstances can unite and
realize their interests. On the negative side, Marx
grossly underestimated the role in economic life of
interests other than the economic ones. His notion
that economic interests in the last hand always de-
termine the rest of society is also impossible to de-
fend; “social structures, types and attitudes are
coins that do not readily melt,” to cite a famous
quote from Schumpeter ([1942] 1994, 12).

Max Weber

Among the classics in economic sociology Max
Weber (1864-1920) occupies a unique place. He
proceeded furthest toward developing a distinct
economic sociology, laying its theoretical founda-
tion and carrying out empirical studies (Swedberg
1998). The fact that he had worked as a professor
of economics was no doubt helpful in these efforts
to build bridges between economics and sociology.
Also helpful was the major research task that occu-
pied Weber throughout his career, which was eco-
nomic as well as social in nature: to understand the
origin of modern capitalism. Weber drew heavily
on the theoretical work on interests of his time and
extended that line of work by making it more
sociological.

Weber’s academic training was broad in nature,
and its main emphasis was on law, with the history
of law as his specialty. His two dissertations—one
on medieval trading corporations (lex mercatoria)
and the other on the sale of land in early Rome—

were relevant topics for understanding the rise of
capitalism: the emergence of private property in
land and of property in the firm (as opposed to in-
dividual property). Those works, in combination
with a commissioned study of rural workers,
carned him a position in economics (“political
economy and finance”) in the early 1890s. In this
capacity he taught economics but published main-
ly in economic history and in policy questions.
Weber wrote, for example, voluminously on the
new stock exchange legislation.

Toward the end of the 1890s Weber fell ill, and
for the next 20 years he worked as a private schol-
ar. In these years he produced his most celebrated
study, The Protestant Ethic and the Spirit of Capi-
talism (1904-5), as well as studies of the econom-
ic ethics of the world religions. In 1908 Weber
accepted a position as chief editor of a giant hand-
book of economics. From the very beginning
Weber set aside the topic of “economy and socie-
ty” for himself. The work that today is known as
Economy and Society consists of a mixture of mate-
rial that Weber had approved for publication and
of manuscripts found after his death (see, e.g.,
Mommsen 2000). In 1919-20 Weber also taught
a course in economic history, which, pieced to-
gether a few years later on the basis of students’
notes, was published posthumously as General
Economic History. Though primarily a work in eco-
nomic history, it contains much interesting materi-
al for the economic sociologist.

Much of what Weber wrote in economic sociol-
ogy can be found in Collected Essays in the Sociolo-
2y of Religion (1920-21) and Economy and Society
(1922). The former contains a revised version The
Protestant Ethic, “The Protestant Sects and the
Spirit of Capitalism” (1904-5; revised 1920) and
voluminous writings on the economic ethics of the
Chinese, Indian, and Judaic world religions and a
few other texts (for the latter see Weber [1920]
1958, [1915] 1946a, [1915] 1946b). According
to Weber, the material in Collected Essays concerns
mainly the sociology of religion but is also of in-
terest to economic sociology.

The most influential study is The Protestant
Ethic. This work is centered around Weber’s gen-
eral preoccupation with the articulation of ideal
and material interests and ideas. The believer in as-
cetic Protestantism is driven by a desire to be saved
(a religious interest) and acts accordingly. For var-
ious paradoxical reasons the individual eventually
comes to believe that secular work, carried out in a
methodical manner, represents a means to salva-
tion—and when this happens, religious interest is



combined with economic interest. The result of
this combination is a release of a tremendous force,
which shattered the traditional and antieconomic
hold of religion over people and introduced a
mentality favorable to capitalist activity. The thesis
in The Protestant Ethic has led to an enormous de-
bate, with many scholars—probably a majority—
arguing against Weber (for an introduction to this
debate, see especially Marshall 1982).

While he was writing The Protestant Ethic Weber
published an essay, “ ‘Objectivity’ in Social Science
and Social Policy,” that summarized his theoretical
views on economic sociology. In this work he ar-
gued that the science of economics should be
broad and umbrella-like (Sozialikonomik; Weber
[1904] 1949, 64-65). It should include not only
economic theory but also economic history and
economic sociology. Weber also proposes that eco-
nomic analysis should cover not only “economic
phenomena” but also “economically relevant phe-
nomena” and “economically conditioned phenom-
ena” (64-65). Economic phenomena consist of
economic norms and institutions, often deliberate-
ly created for economic ends—for example, banks
and stock exchanges. Economically relevant phe-
nomena are noneconomic phenomena that under
certain circumstances may have an impact on eco-
nomic phenomena, as in the case of ascetic Protes-
tantism. Economically conditioned phenomena are
those that to some extent are influenced by eco-
nomic phenomena. The type of religion that a
group feels affinity for is, for example, partly de-
pendent on the kind of work that its members do.
While economic theory can only handle pure eco-
nomic phenomena (in their rational version), eco-
nomic history and economic sociology can deal
with all three categories of phenomena.

A somewhat different approach, both to eco-
nomic sociology and to interests, can be found in
Economy and Society. The first chapter of this work
contains a general sociological analysis. Two con-
cepts are important building blocks: “social ac-
tion” and “order” (Ordnunyg). In the former, “ac-
tion,” defined as behavior invested with meaning,
is qualified as “social” if it is oriented to some
other actor. An “order” is roughly equivalent to an
institution, and it comes into being when social ac-
tions are repeated over a period, regarded as ob-
jective, and surrounded by various sanctions.
Economists study pure economic action, which is
action exclusively driven by economic interests (or
“desire for utilities,” in Weber’s formulation;
[1922] 1978, 63). Economic sociologists, howev-
er, study social economic action, which is driven
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not only by economic interest but also by tradition
and emotions; furthermore, it is always oriented to
some actor(s).

If one disregards single actions, Weber says, and
instead focuses on empirical uniformities, it is pos-
sible to distinguish three different types: those in-
spired by “convention,” by “custom” (including
“habit”), and by “interest” ([1922] 1978, 29-306).
Most uniform types of action presumably consist
of a mixture of all three. Actions that are “deter-
mined by interest” are defined by Weber as instru-
mental in nature and oriented to identical expecta-
tions. An example would be the modern market,
where each actor is instrumentally rational and
counts on everybody else to be so as well.

Weber emphasized that interests are always sub-
jectively perceived; no “objective” interests exist
beyond the individual actor. In a typical sentence
Weber speaks of “[the] interests of the actors as
they themselves are aware of them” ([1922] 1978,
30). He also notes that when several individuals
behave in an instrumental manner in relation to
their individual interests, the typical result is col-
lective patterns of behavior that are considerably
more stable than those driven by norms imposed
by an authority. It is, for example, very difficult to
make people do something economic that goes
against the individual’s interest.

A sketch of Weber’s economic sociology in
Economy and Society yields the following main
points. Economic actions of two actors who are
oriented to one another constitute an economic
relationship. These relationships can take various
expressions, including conflict, competition, and
power. If two or more actors are held together by
a sense of belonging, their relationship is “com-
munal”; and if they are held together by interest,
“associative” (Weber [1922] 1978, 38—43). Eco-
nomic relationships (as all social relationships) can
also be open or closed. Property represents a spe-
cial form of closed economic relationship.

Economic organizations constitute another im-
portant form of closed economic relationships.
Some of these organizations are purely economic,
while others have some subordinate economic
goals or have as their main task the regulation of
economic affairs. A trade union is an example.
Weber attaches great importance to the role in cap-
italism of the firm, which he sees as the locus of en-
trepreneurial activity and as a revolutionary force.

A market, like many other economic phenome-
na, is centered around a conflict of interests—in
this case between sellers and buyers (Weber [1922]
1978, 635—40). A market involves both exchange
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and competition. Competitors must first fight out
who will be the final seller and the final buyer
(“competition struggle”); and only when this
struggle has been settled is the scene set for the ex-
change itself (“exchange struggle”). Only rational
capitalism is centered around the modern type of
market (Weber [1922] 1978, 164-66). In so-
called political capitalism the key to profit making
is rather the state or the political power that grants
some favor, supplies protection, or the like. Tradi-
tional commercial capitalism consists of small-scale
trading, in money or merchandise. Rational capi-
talism has emerged only in the West.

Emile Durkheim

As compared to Weber, Emile Durkheim (1858
1917) knew less economics, wrote less about eco-
nomic topics, and in general made less of a contri-
bution to economic sociology (e.g., Steiner 2004 ).
While none of his major studies can be termed a
work in economic sociology, all of them nonethe-
less touch on economic topics (see also Durkheim
[1950] 1983). Durkheim also strongly supported
the project of developing a sociologie économique by
encouraging some of his students to specialize in
this area and by routinely including a section on
economic sociology in his journal L’année soci-
ologique. At one point he gave the following defi-
nition of economic sociology:

Finally there are the economic institutions: institu-
tions relating to the production of wealth (serfdom,
tenant farming, corporate organization, production in
factories, in mills, at home, and so on), institutions re-
lating to exchange (commercial organization, mar-
kets, stock exchanges, and so on), institutions relating
to distribution (rent, interest, salaries, and so on).
They form the subject matter of economic sociology.
(Durkheim [1909] 1978b, 80)

Durkheim’s first major work, The Division of
Labor in Society (1893), has most direct relevance
for economic sociology. Its core consists of the ar-
gument that social structure changes as society de-
velops from its undifferentiated state, in primor-
dial times, to a stage characterized by a complex
division of labor, in modern times. Economists,
Durkheim notes, view the division of labor exclu-
sively as an economic phenomenon, and its gains
in terms of efficiency. What he added was a socio-
logical dimension of the division of labor—how it
helps to integrate society by coordinating special-
ized activities.

As part of society’s evolution to a more ad-
vanced division of labor, the legal system changes.

From being predominantly repressive in nature,
and having its center in penal law, it now becomes
restitutive and has its center in contractual law. In
discussing the contract, Durkheim also described
as an illusion the belief, held by Herbert Spencer,
that a society can function if all individuals simply
follow their private interests and contract accord-
ingly (Durkheim [1893] 1984, 152). Spencer also
misunderstood the very nature of the contractual
relationship. A contract does not work in situations
where self-interest rules supreme, but only where
there is a moral or regulative element. “The con-
tract is not sufficient by itself, but is only possible
because of the regulation of contracts, which is so-
cial in origin” (Durkheim [1893] 1984, 162).

A major concern in The Division of Labor in
Society is that the recent economic advances in
France may destroy society by letting loose indi-
vidual greed to erode its moral fiber. This prob-
lematic is often cast in terms of the private versus
the general interest, as when Durkheim notes that
“subordination of the particular to the general in-
terest is the very well-spring of all moral activity”
([1893] 1984, xliii). Unless the state or some
other agency that articulates the general interest
steps in to regulate economic life, the result will be
“economic anomie,” a topic that Durkheim dis-
cusses in Suicide ([1897] 1951, 246tt., 259). Peo-
ple need rules and norms in their economic life,
and they react negatively to anarchic situations.

In many of Durkheim’s works, one finds a sharp
critique of economists; and it was Durkheim’s con-
viction in general that if economics was ever to be-
come scientific, it would have to become a branch
of sociology. He attacked the idea of homo eco-
nomicus on the ground that it is impossible to sep-
arate out the economic element and disregard the
rest of social life ([1888] 1978a, 49-50). The point
is not that economists used an analytical or abstract
approach, Durkheim emphasized, but that they
had selected the wrong abstractions (1887, 39).
Durkheim also attacked the nonempirical tenden-
cy of economics and the idea that one can figure
out how the economy works through “a simple
logical analysis” ([1895] 1964, 24). Durkheim re-
ferred to this as “the ideological tendency of eco-
nomics” ([18