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1. Introduction

Mark Granovetter is the author of two 
of the most  widely cited articles in 

the social sciences.1 Society and Economy: 
Framework and Principles brings together 
his major concerns in one place and may be 

1 His two papers “Strength of Weak Ties” (1973) and 
“The Problem of Embeddedness: Social Structure and 
Economic Action” (1985), both published in the American 
Journal of Sociology, each have over thirty thousand cita-
tions according to Google Scholar. These citations  compare 

viewed as a summing up of a lifetime’s work 
in economic sociology.

In this book, Granovetter’s aims are ambi-
tious. He writes,

I hope to contribute to an understanding of the 
economy in a way that transcends disciplinary 
boundaries and thus have little concern about 
the intellectual origins of useful ideas … I 
confine attention to examples that are “eco-
nomic” in the usual sense of having to do with 
the production, distribution and consumption 
of goods and services—what we call the “  hard 
core” of economic activity. But my goal is not 
the parallel one of “sociological imperialism,” 
but rather of understanding the economy with 
whatever means and ideas are required, from 
whatever source (2017, pp. 1–2).

favorably with “The Market for Lemons” by George 
Akerlof (1970), apparently the most cited paper published 
in the Quarterly Journal of Economics.
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The discussion is carried out on an 
abstract plane: there are no pictures, tables, 
or equations in the book.2 The combination 
of overarching themes and a parsimonious 
style distinguish this book and set it apart 
from much of contemporary social science. 
As a result, it brings to mind an earlier age 
in social science with books like Max Weber’s 
Economy and Society and Karl Polanyi’s The 
Great Transformation. Indeed, there are 
references to Weber throughout the text. 
Economy and Society was published in 1922, 
so around a hundred years ago, and the title 
of Granovetter’s book may be seen as a play 
on the words in the title of Weber’s great 
work.

Granovetter begins by reiterating the 
two guiding principles underlying modern 
economic sociology: the first is the focus on 
“core” economic activity—production, distri-
bution, and consumption (see, e.g., Smelser 
and Swedberg 1994). The insistence on core 
economic activity may be seen as a way to 
demonstrate the relevance of social rela-
tions in the “purest” setting. While making 
the argument that social relations shape core 
economic activity is a compelling intellec-
tual strategy, and the book does cover much 
ground, it does not actually pursue the strat-
egy consistently. Indeed, except for a short 
discussion on production practices in chap-
ter 5, there is little direct discussion on pro-
duction, consumption, and distribution. In 
recent years, a large community of research-
ers (that includes economists, sociologists, 
and other social scientists) has studied the 
role of social relations in shaping these core 
economic activities. I will present some leads 
to this work below. 

The second principle is an insistence 
on the importance of intellectual holism. 
Granovetter is at pains to differentiate his 

2 A follow-up book will take up specific cases, such as 
corruption, to illustrate the ways in which the framework 
developed here can be applied in specific contexts.

approach from the traditional economic 
approach and he argues against the strategy 
of relying on a single and “simple” explana-
tion for economic phenomena. In this dis-
cussion, he makes the important observation 
that our notion of parsimony depends very 
much on the “null” hypothesis we form. The 
null hypothesis determines the level of analy-
sis we favor. He illustrates this point through 
a discussion of  under-socialized versus 
 over-socialized conception of human action. 
In earlier work, he has argued in favor of 
an intermediate position: human agency as 
something that is exercised in the context of 
ongoing social relations. This is an example 
of the “nuanced holism” that he advocates at 
different points throughout the work.

Granovetter observes that the 
 under-socialized and the  over-socialized con-
ception are similar in a fundamental sense: 
they both ignore  ongoing social relations. 
The traditional economic approach with its 
focus on individuals engaged in pursuit of 
 self-interest reflects the  under-socialized 
conception, while the traditional sociological 
view assumes that individuals pursue lines 
of action that are suggested by their social 
roles, and this in turn is an instance of the 
 over-socialized conception.3

While this is an intellectually attractive 
position, it naturally suggests the following 
question: how should the role of socialization 
adjust as we move across empirical contexts? 
It is clear that in some contexts—depend-
ing, for instance, on the time frame—a tra-
ditional economic approach with its focus 
on  self-interested behavior (where inter-
est is taken as a given) may be appropriate. 
By contrast, in other contexts, when more 

3 Similarly, he writes that the Hobbesian resolution to 
the problem of political order reflects the coexistence of 
an  under-socialized and over-socialized conception: “belea-
guered citizens, overwhelmed by disorder, surrender all 
rights to an authoritarian power and then become docile 
and honorable. They lurch from an  under-socialized to a 
very  over-socialized state” (2017, p. 14).
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 long-term phenomena are being studied, it 
would be more reasonable to assume that 
social relations change and that this in turn 
induces a change in preferences. From a 
pragmatic point of view, therefore, the extent 
of socialization would depend on the ques-
tion being studied. This is an important con-
sideration, and so it is unfortunate that it is 
not really taken up in any serious way in the 
book.

Granovetter then moves to the role of 
mental constructs (such as norms and values) 
and discuses trust and power. In the discus-
sion on norms he introduces social networks 
and writes,

Social networks matter because people’s point 
of both social and economic goals invariably 
involve known others as a significant element. 
This argument that networks of known others 
matter and should be analyzed has come to be 
identified as the “embeddedness” perspective 
(2017, p. 15).

On the relation between networks and 
norms, he notes that dense linkages facilitate 
the sustenance of norms through common 
understanding and the possibility of more 
easily enforceable sanctions. He then poses 
the question as to how norms may be sus-
tained in large networks, as such networks 
are likely to be sparse. Granovetter argues 
that for norms to be sustained, large net-
works must fragment into cliques. He goes 
on to note,

Social networks play a central mediating role 
between micro and macro levels, and part of 
my work here is to develop further some of the 
ways that networks relate to larger themes in 
the analysis of societies such as trust, power, 
norms and values and institutional level of 
analysis. It is precisely because social networks 
are important in explaining such concepts that 
they play an important conceptual role (2017, 
p. 15).

This view of networks is an important 
and common thread throughout the work. 

Granovetter discusses three dimensions of 
networks that he labels dyadic, structural, 
and temporal embeddeness. Dyadic influ-
ences refer to pairwise relations between 
individuals, and the idea is to look at the 
influence of an individual’s immediate con-
nections on his behavior. Structural locates 
the individual within the overall network of 
connections. These two aspects of networks 
have been extensively studied by sociologists 
and, in the last two decades, have also been 
extensively studied by economists. I now turn 
to temporal embeddedness. Granovetter 
writes,

This is the opposite of temporal reductionism, 
which treats relations and structures of rela-
tions as if they have no history that shapes the 
present situation. In ongoing relations, human 
beings do not start fresh each day, but carry the 
baggage of previous interactions into each new 
one. Built into human cognitive equipment 
is a remarkable capacity, depressingly little 
studied, to file away the details and the emo-
tional tone of past relations for long periods of 
time … This refers to the … discussion of path 
dependence and extends its purview to the his-
tory of social networks (2017, p. 19).

Following on the work of David (1985) and 
others, path dependence has been widely 
studied in different contexts, ranging from 
institutional inertia to technological  lock-ins.

Granovetter next turns to the vocabulary of 
human motivation. Here he discusses instru-
mental rationality, self and other orienta-
tion, and economically and socially oriented 
action. The distinction between instrumen-
tal and  noninstrumental action (sometimes 
referred to as intrinsic) turns on the salience 
of consequences of action. The distinction 
between self (or ego) and other orientation is 
the familiar one of whether individuals care 
solely about themselves or exhibit some form 
of altruism. These two aspects of motivation 
are relatively familiar and indeed have been 
the subject of a great deal of recent research 
in economics. In particular, the work on 
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identity starts from the premise that human 
behavior is shaped by norms and expectations 
that are related to notions of social roles (see, 
e.g., Akerlof and Kranton 2000). The subject 
of  non-ego-motivated actions has received 
significant attention in recent years following 
the work of Fehr and Schmidt (1999).

I now turn to economically versus socially 
oriented action. Granovetter starts by not-
ing that this distinction is very important for 
him. He writes,

In addition to economic motives, by which I 
mean quest for wanted goods and services, 
people in all cultures seek, in varying degrees, 
the  noneconomic goals of sociability, approval, 
status and power, which are available only in a 
social context through the networks of others. 
Given the importance of the social motives, 
people could hardly be expected to seek their 
economic goals in an arena utterly cut off from 
the chance to achieve social goals, as would be 
the case were economic life impersonal and 
atomized. It is thus common … for economic 
relations that begin in a neutral, impersonal 
way to develop noneconomic content as peo-
ple try actively to prevent economic and non-
economic aspects of their lives from being 
separated (2017, p. 22).

He cites from Emile Durkheim’s “Division 
of Labour in Society” to bring out the 
antecedents of this point of view. 

Even where society rests wholly upon the 
division of labour, it does not resolve itself 
into a myriad of atoms juxtaposed together, 
between which only external and transitory 
contact can be established. The members are 
linked by the ties that extend well beyond the 
very brief moment when the act of exchange 
is being accomplished ([1893], 1984, p. 173; 
Grattanovetter 2017, p. 22). 

Granovetter goes on to argue that this 
combination of economic and  noneconomic 
goals suggests that individuals

will prefer to channel their economic activ-
ity through networks of friends and acquain-
tances, where all goals can be simultaneously 
pursued. Separating these goals would be not 

only inefficient but alienating. … That peo-
ple pursue economic and  noneconomic goals 
simultaneously presents a daunting challenge 
for economic analysis that focuses only on the 
economic and for sociological analysis that 
focuses on the other (2017, pp. 22–23).

I believe that this is an important point: 
in principle, economic and  noneconomic 
motivations can be accommodated within 
a general model of behavior. An economic 
approach will then proceed by considering 
the  trade-offs that arise across different goals. 
For instance, an important line of recent work 
in economics proposes a model of decision 
making in which individual utilities depend 
on own payoffs and also on the payoffs of oth-
ers. These payoffs are related using consider-
ations of inequality aversion (see, e.g., Fehr 
and Schmidt 1999). Granovetter is uneasy 
about such an approach. He writes,

It is insufficient to characterize the challenge 
as one of calculating how individuals trade 
off the noneconomic for the economics out-
comes. This may sometimes be apt, but it is 
misleading to presume that the rational econ-
omizing model can be applied to all sets of 
motives, since some goals are experienced as 
incommensurable with others and action is not 
always instrumentally oriented (2017, p. 23).

He then elaborates on this point through 
the discussion of social networks in labor 
markets.

There is a wealth of evidence that shows 
how individuals use social networks to find 
jobs. This naturally suggests the thought that 
individuals should make investments to cre-
ate appropriate social networks, an idea that 
was originally explored in Boorman (1975). 
Granovetter argues that a purely instrumen-
tal approach to social relations is inadequate. 
In his view, such an approach overlooks the 
fact that. . . 

people want to be liked and admired. Insincere 
approval is better than none but pales in 
comparison to approval without  ulterior 
motive. … In the normal course of events, as 
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opposed to the world of social theory, mix-
tures of motives between economic and social 
or between instrumental and consummatory 
activity are routine. For example, people often 
go to a party with nothing more in mind than 
having a good time, and yet information about 
jobs can and does pass among party goers 
(2017, p. 23).

The idea that human action has complex 
motivations—involving a mix of economic 
and the  noneconomic—is commonplace. 
From a pragmatic perspective, however, it is 
reasonable to proceed by allowing for the mix 
of motivations and then being open to differ-
ent combinations being salient depending on 
the context.

To illustrate this point, I briefly discuss 
the economic approach to network for-
mation. The general idea is as follows: as 
networks yield a variety of benefits and 
advantages, individuals have an incentive to 
form connections with others to shape the 
network in ways that are advantageous to 
themselves. The central role of individual 
choice in linking suggests that in a model 
we take into account the preferences, 
knowledge, and rationality of individuals. 
This explicit formulation in turn permits 
the examination of a number of normative 
questions such as whether the networks that 
arise are desirable and whether something 
should be done to modify individual incen-
tives to facilitate the emergence of other 
(better) networks. A general framework for 
the exploration of these issues was proposed 
in Bala and Goyal (2000) and Jackson and 
Wolinsky (1996). That work made some 
striking predictions on the topology of net-
works and on the welfare implications of 
strategic network formation. As the original 
formulation on costs and benefits of link-
ing was general, over time, social proxim-
ity and other  noneconomic considerations 
have been incorporated to yield a theory 
for the emergence of social and economic 
networks.

2. The Role of Mental Constructs

Chapters 2–4 take up the idea that human 
behavior is shaped by mental constructs such 
as norms, trust, and power. Granovetter 
presents the discussion of these three con-
structs in a broadly similar manner, and he 
brings out the point that networks are a major 
meso-level concept that facilitates the scaling 
up from local analysis at the small group level 
toward the macro level.

I start with a discussion of norms. One 
explanation for norms is that they reflect indi-
vidual rationality, and an alternative expla-
nation is that they arise out of evolutionary 
pressures at the collective level. Granovetter 
is critical of these explanations. He writes,

One thread that runs through these chapters 
is my profound skepticism that such accounts 
adequately explain norms, trust, or power and 
my attempt to develop more nuanced argu-
ments (2017 p. 26).

Let us begin with the basic question of why 
people conform to norms. A simple explana-
tion would go as follows: people conform to 
norms because they feel the rewards from 
doing so outweigh the costs. Granovetter feels 
that this is an inadequate account because in 
many everyday contexts, people conform to 
norms in spite of the apparent costs and ben-
efits pointing in favor of violation of norms. 
In this discussion, he quotes approvingly from 
the work of Jon Elster, as follows:

Many people would assent to the proposition 
that  self-interest is the cement of society, until 
they reflect more closely on the implications. 
Acting according to  self-interest means never 
telling the truth or keeping one’s promise, 
unless it pays to do so; stealing and cheating 
if one can get away with it … treating pun-
ishment merely as a price of crime, and other 
people merely as means to one’s own satisfac-
tion (2017, p. 29).

The proposition that individuals often 
conform to norms without consciously 
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 considering the costs and benefits is plau-
sible, but I feel that a specific empirical 
illustration—such as behavior in bargaining 
games—would have been more compelling. 
Instead, Granovetter opts for a general and 
abstract discussion.

Moving on, Granovetter discusses the role 
of emotions such as guilt and shame in sus-
taining norms. He then goes on to say,

If we accept the importance of emotions in the 
understanding of norms, we have only come 
part of the way. For while the psychology of 
emotions is an important part of fuller expla-
nation of norms at the level of individuals, we 
need to move up in a more macro direction to 
understand better why some social situations 
elicit the strong emotional responses that they 
do (2017, p. 30).

The strength of emotional responses 
appears to depend on the social context—the 
potential and actual reaction of others who 
observe what we have done. This brings us 
to the issue of who the others are that mat-
ter. One way to take this forward is through 
the concept of a “reference group.” Close-by 
others such as family members, neighbors, 
or colleagues would appear to constitute the 
natural reference group. However, it may  
well be that it is not just the current “neigh-
borhood” of contacts that matters, but also 
groups that a person seeks to join. This leads 
to the idea that it is not just small, close-knit 
groups that matter but the general social 
structure of connections and associations. 

To illustrate this issue of how norms may 
scale up in a society, Granovetter turns to the 
subject of “moral economy.”4 Scott (1976) 
studied norms of subsistence within rural 
communities in Southeast Asia. Granovetter 
quotes at length from Scott:

4 The term “moral economy” was coined by E. P. 
Thomson to understand popular protests against price 
rises in seventeenth-century rural England.

The principle which appears to unify a wide 
array of behavior is this: ‘All villagers will be 
guaranteed a minimal level of subsistence 
niche insofar as the resources controlled by 
villagers make it possible.’ Few village studies 
of Southeast Asia fail to remark on the infor-
mal social controls which act to provide for the 
minimal needs of the village poor (2017, p. 50).

Scott argued that the “right to subsistence” 
is an active moral principle in the rural vil-
lage economy.

In his book, The Rational Peasant: The 
Political Economy of Rural Society in 
Vietnam, Popkin (1979) argued that Scott’s 
account was misleading. In particular, he 
presented evidence to show that villag-
ers were continuously seeking to improve 
their status through private investments. 
Thus, peasants were rational in the sense 
of comparing costs and benefits and trying 
to do the best for themselves. Granovetter 
suggests that an accurate theoretical 
account for peasant behavior probably 
falls somewhere between the two polar 
cases of being purely morally determined 
and being guided by a comparison of pri-
vate costs and benefits. And he goes on to  
write,

What we need is a more nuanced and detailed 
account of the circumstances under which 
moral economy norms are, in fact, felt and 
practiced by peasants and landlords alike. 
Because Scott and Popkin are preoccupied 
with showing that they are always or never are, 
they do not notice that in both their accounts 
lie the beginnings of an argument about such 
variation. Such an argument lies at the meso 
level (2017, p. 52).

Granovetter uses this observation as 
a stepping stone to discuss correlations 
between moral economy and stable patterns 
of social ties. He concludes the discussion as 
follows:

Two critical points I have argued thus far are 
that it is misleading (1) to analyze the origin 
or functioning of single norms in isolation, 
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since they are typically closely related to other 
norms … and (2) to suppose that norms oper-
ate effectively only in small localized social net-
works. These points lead us to analyzing norms 
as elements in larger conceptual constructions 
that occur in a larger social framework. How 
to understand the way that these constructions 
influence behavioral patterns in the macroeco-
nomy may be the difficult analytical problem 
we face, and I note here and in the chapters 
on trust and on power the hazards of simple 
extrapolation of  small-scale regularities to 
large-scale patterns without a careful analysis 
of mediating mechanisms (2017, p. 55).

This discussion motivates the follow-
ing general question: how do norms from 
small, close-knit communities scale up to the 
macro society level. Granovetter suggests 
that by connecting small communities into a 
larger whole, the structure of social networks 
probably plays an important role. This is a 
recurring theme in the discussion on norms, 
trust, and power. Granovetter discusses the 
well-known  small worlds model of Watts and 
Strogatz (1998) to reconcile network clo-
sure, limited connections, and bridges across 
communities.

I round off this discussion by drawing atten-
tion to some prominent pieces of research on 
the themes identified by Granovetter. 

First, there is a rather large literature on 
social capital that is intimately related to 
questions of norms and trust. The concept 
of social capital was originally proposed by 
Pierre Bourdieu and James Coleman in 
sociology and by Glenn Loury in econom-
ics.5 Some of the early work of Coleman 
(1988) on social capital—on the uses of net-
work closure—is an attempt at addressing 
this problem. Over the years, a vast litera-
ture has developed that studies ways of for-
malizing the concept and of delineating its 
relation with education and human capital, 
the functioning of labor markets, and more 

5 For an excellent overview of the early work in this 
field, see Dasgupta and Serageldin (1999).

generally productivity and economic growth. 
For recent research on these issues, see Bala 
and Goyal (1998); Brock and Durlauf (2001); 
Gagnon and Goyal (2017); Goyal (2017); 
and Jackson, Rogers, and Zenou (2017). 
More specifically, Morris (2000); Jackson, 
 Rodriguez-Barraquer, and Tan (2012); and 
Karlan et al. (2009) have identified features 
of networks that help sustain norms. In the 
context of economic development, Munshi 
(2014) provides a survey of the role of caste 
and community networks in shaping core 
economic activity such as the allocation of 
investment, schooling choices, and immigra-
tion patterns.6

I would also like to mention the large body 
of economics research on informal risk shar-
ing in developing countries, as it is closely 
related to the discussions surrounding moral 
economy. This literature examines the the-
oretical limits of informal sharing arrange-
ments and assesses the empirical evidence 
on the extent of risk sharing in village econo-
mies (see, e.g., Kocherlakota 1996; Townsend 
1994; and Ambrus, Mobius, Szeidl 2014).

3. Institutions and Human Behavior

Chapters 5–6 discuss the ways in which 
human agency interacts with higher level 
structures such as institutions. This discus-
sion is fascinating and, in my view, raises 
some very interesting questions that should 
inform future research.

Granovetter motivates the discussion 
on institutions with the observation that 
an essential ingredient in the scaling from 
the micro to the macro is the role of social 
institutions.

And we need always to keep in mind, as I 
emphasized in the preceding three chapters, 
that as important as what happens to  individuals 

6 For broad overviews of the research on social net-
works in economics, see Goyal (2007), Jackson (2008), and 
 Vega-Redondo (2007).
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and small groups is, as important norms and 
cultural elements may be, neither individuals 
nor norms can exist or be  understood without 
discussion of their larger social context and the 
structures that emerge from the interaction 
and aggregation of these elements. This leads 
to a consideration of social institutions (2017, 
pp. 136–37).

There is a large literature on institutions 
with its own terminology and conceptual 
framework. Granovetter discusses insti-
tutional logics at different levels ranging 
from a single industry to the national level. 
Building on Mahoney and Thelen (2009, 
p. 4), Granovetter defines institutions as

relatively enduring features of political and 
social life (rules, norms, procedures) that 
structure behavior and that cannot be changed 
easily or instantaneously (2017, p. 136).

Granovetter draws on DiMaggio and 
Powell (1983) to discuss institutions at the 
industry level. The issue here is how orga-
nizations within an “industry” come to adopt 
a shared perspective on appropriate prac-
tice. The institutional theory of organiza-
tions argues that early adopters are careful 
about the efficiency aspects of a practice, 
but that once it is accepted, widespread 
adoption becomes detached from economic 
consequences and is more driven by a sense 
that a particular practice is more legitimate. 
Granovetter argues that institutional logics at 
the industry level are spread by consultants 
and professionals, and centralized human 
resources play a key role in this process. So 
organizations adopt modes of practice based 
on legitimacy of dominant organizations, 
rather than from an explicit consideration 
of what is efficient. This is reminiscent of 
Nelson and Winter’s (1982) evolutionary the-
ory of organizations. 

A central issue is how the institutional 
logic changes: in principle, this change can 
be mainly driven at an industry level or it 
may be an aspect of a larger societal-level 

 transformation. Granovetter uses this as 
a point of departure to discuss the spatial 
dimension of institutional logics. Here he 
takes up regional and national cultures.

I briefly discuss regional culture. 
Granovetter mentions two well-known 
examples: Third Italy (neither North nor 
South) and Silicon Valley versus Route 
128 (in Massachusetts). The literature has 
tended to highlight the distinctiveness 
of these regional cultures. Granovetter 
suggests that these distinctions may be 
too facile: so, for instance, in the case of 
the contrast between Silicon Valley and 
Route 128, the traditional view has been 
that small flexible firms and permeable 
boundaries between firms are distinctive 
of Silicon Valley. Granovetter points out 
that large firms such as Apple, Google, 
and  Hewlett-Packard too are central to the 
success of Silicon Valley. These large firms 
resemble the relatively autarkic large firms 
on Route 128. This leads Granovetter to 
suggest that regional cultures arise out of 
efforts by individual actors to use different 
cultural, structural, and normative patterns 
to solve specific problems.

Elaborating on this view, he suggests  
that

despite the value of arguments about the insti-
tutional logics or economic cultures of regions 
or nations, our enthusiasm should be tem-
pered by how deterministic they are and how 
little attention they afford to the role of active 
agents who may be able to create politics and 
structures that do not look plausible in the con-
text of what informed actors think they know 
about logics or cultures (2017, p. 154).

By way of illustration, Granovetter dis-
cusses the view that some cultures are pre-
disposed toward modernization while others 
are inclined to remain traditional. He then 
goes on to argue that active and nuanced 
national policy may achieve results that may 
have appeared unlikely. He mentions the 
example of industrialization of South Korea 
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as a leading example. This discussion sug-
gests that

in any social setting, more than one institutional 
pattern may appear relevant to the same set of 
social activities, and actors implicitly or explic-
itly need to sort out what is the  appropriate 
pattern they should call on for guidance. This 
multiplicity of institutional guidance is quite 
common and presents another reason why it is 
so important to consider the thought processes 
and active consideration that actors give to 
problems they face (2017, p. 170).

The last chapter in the book is concerned 
with how individuals “choose” between dif-
ferent “approaches,” with approaches here 
being seen as a way of talking about institu-
tions. Three ways of using institutions as ways 
of solving a problem are discussed: one, indi-
viduals compare alternative approaches from 
different institutional arenas and decide on 
which is appropriate; two, they can transpose 
an institutional form from one domain to 
another; and three, they can mix and match 
and combine elements from a variety of insti-
tutional approaches. I take them up in order.

Granovetter starts with the example of a 
Wall Street executive who is established as 
a hardworking and brilliant financial analyst. 
This executive, however, also has a suburban 
spouse and children: there are pressures on 
her to reallocate her time away from lower 
Manhattan to the family sphere. Granovetter 
goes on to discuss the “role conflict” this gives 
rise to, and draws attention to the intersection 
of two institutional domains that make com-
peting demands on the executive: economic 
and professional on the one hand and family 
sphere on the other hand. This simple exam-
ple brings out an important overlap between 

institutions and role identities, as the most 
important norms of an institutional sector are 
typically those that specify proper behavior 
and responsibilities for its various role incum-
bents, consumers and workers in the economy, 
parents, children and spouses in the family, cit-
izens in the polity (2017, p. 174).

This preliminary discussion provides a 
background for the transportation of logics 
across institutional boundaries. Granovetter 
writes,

In some situations, actors with an economic 
problem to solve may not see any obvious 
institutional pattern that offers guidance and 
instead analogize their problem to one of a 
different institutional kind that does have 
culturally understood patterns of action and 
transpose these for an economic purpose. In 
other words, the pragmatic actor with prob-
lems to solve does not have a limitless num-
ber of templates to draw on, and one way to 
approach a new problem is to transfer a tem-
plate from another institutional setting, which 
is to say, a different aspect of their own lives 
(2017, p. 175).

By way of illustration, Granovetter dis-
cusses the case of South Korea: building on 
the work of Chang (1999), he discusses the 
influence of family and kinship institutions 
in Korea—in particular, the practice of the 
oldest son inheriting everything (primogen-
iture)—in the emergence of the chaebol. 
Specifically, Granovetter argues that the 
political upheaval in 1961 was a critical stim-
ulus for relations from the familial domain 
to be transposed to that of firm organiza-
tion in a way that transformed the Korean 
economy.

Granovetter then takes up the use of mul-
tiple institutional frameworks. He starts on a 
note of caution: individual actors may often 
make use of institutional frames, but that this 
use may be as much due to deliberate and 
conscious thought as it is an outcome of cog-
nitive schemata that are triggered by specific 
circumstances.

And he draws on the work of Padgett and 
Ansell (1993) to discuss the rise of Cosimo de' 
Medici in fifteenth century Florence. Medici 
had interests in several institutional contexts 
that spanned the financial, familial, and polit-
ical spheres. Padgett and Ansell suggest that 
he developed a “multivocal” and “ sphinxlike” 
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style: this obscured the interests he was 
 pursuing at any point. This created room to 
maneuver for himself, as the different con-
stituencies could not find a specific domain 
of disagreement. Moreover, the groups 
from different domains could not coalesce 
because their divergent origins made them 
socially incompatible. The authors argue that 
Medici appeared to instinctively straddle the 
different domains and that this enabled him 
to effectively marshal resources from them.

A major issue concerns the scope of inten-
tionality and deliberate choice by actors. 
This is a difficult issue as we need a way to 
conceptualize the role of agency in the pres-
ence of institutional approaches and norms. 
Granovetter proposes the following strategy:

I argue that the way to thread this needle is to 
analyze for a country or region what the likely 
alternative frames or “logics” are that actors are 
likely to choose among in organizing economic 
activity and that seem conceptually available, 
determine the extent to which they are sep-
arate and autonomous from one another or 
overlap, explain how this particular range or 
“menu” of options arose, and theorize the pro-
cess by which actors assemble solutions for 
the economic problems they face from among 
the available materials—that is, to understand 
what in the social and economic environment 
keys actors into the frames or logics that they 
do use (2017, p. 192).

Granovetter devotes a significant portion 
of his book to a consideration of power and 
the role of overall institutions. My concern is 
that it is difficult to see how the ways in which 
power and institutions shape human behavior 
can be elaborated without an explicit consid-
eration of politics and the role of the modern 
state. The connection between social rela-
tions and the form of government is a central 
theme in de Tocqueville (2002) and Polanyi 
(1944). In more recent years, following on 
the work of Putnam (1993, 2000), there is a 
very active field of research on the relation 
between social structure and politics. And of 

course I should also add mention of the work 
on the role of institutions by economists—
see, e.g., Acemoglu and Robinson (2012) and 
North (1990). I believe that it would have 
been helpful to have in the book an elabo-
ration of how these perspectives on social 
capital, politics, and institutions compare to 
the framework that Granovetter is putting 
forward. 

4. Concluding Remarks

Granovetter is explicit in his goals for the 
book. On page 2 he writes, “I confine atten-
tion to examples that are ‘economic’ in the 
usual sense of having to do with the produc-
tion, distribution and consumption of goods 
and services—what we call the ‘hard core’ of 
economic activity.” And he articulates what 
he sees as the achievement of the book as 
follows:

And so what I hope to have done here is to 
present informed researchers with an assem-
blage of crucial concepts that must be com-
bined in ways that particular cases dictate with 
the larger goal of creating generalizations that 
will inform future theory (2017, p. 204).

Over the past three decades, a large research 
community spanning several disciplines (that 
include computer science, economics, and 
sociology) has studied how human behavior 
is shaped by overlapping structures of net-
works and institutions. Within economics, 
this research has tackled traditional questions 
(that relate social networks to the diffusion 
of technologies, with the functioning of labor 
and product markets, crime, health, and edu-
cation) and posed substantively new ques-
tions (on the formation of social, economic, 
and technological networks). For an overview 
of common themes of research spanning 
sociology, computer science, and econom-
ics, see Easley and Kleinberg (2012); for an 
ambitious attempt at combining methodolog-
ical individualism with sociological insights, 
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see Coleman (1998); and for an overview of 
recent work on social networks in economics, 
see Goyal (2017) and Bramoullé, Galeotti, 
and Rogers (2016). 

This research locates many of the concepts 
discussed by Granovetter within formal 
mathematical models and then estimates 
their quantitative significance using exper-
imental and observational data. At various 
points in the book, Granovetter takes issue 
with the methodology of this approach. 
Toward the end of the book, he says: 

The detailed historical, cultural and at times 
ethnographic work that this entails, in addi-
tion to the more typical statistical analysis of 
data, which remains critically important, is 
harder work than to spin abstract models from 
abstract principles and then assert that the 
relevant data from a case can be fitted to the 
model with suitable mathematical skill. I do 
not underestimate the value of imaginative and 
well crafted models in helping to illuminate 
economic life, as this seems clear and amply 
demonstrated. But in the end, our understand-
ing of the economy needs to combine both of 
these types of styles of research and learn how 
they can inform each other (2017, p. 205).

However, at no point in the book does 
Granovetter offer a systematic account of 
this recent body of research. What are its 
shortcomings? How can they be overcome 
through a consideration of alternative meth-
odology? This is a wide-ranging and deeply 
thought through book, but on these ques-
tions, Granovetter has little to say. In the 
end, an unwillingness to engage closely with 
recent research developments will limit the 
 capacity of his book to shape ongoing and 
future research.

References

Acemoglu, Daron, and James Robinson. 2012. The Ori-
gins of Power, Prosperity, and Poverty: Why Nations 
Fail. Random House: New York. 

Akerlof, George A. 1970. “The Market for ‘Lemons’: 
Quality Uncertainty and the Market Mechanism.” 
Quarterly Journal of Economics 84 (3): 488–500.

Akerlof, George A., and Rachel E. Kranton. 2000. 
“Economics and Identity.” Quarterly Journal of Eco-
nomics 115 (3): 715–53.

Ambrus, Attila, Markus Mobius, and Adam Szeidl. 
2014. “Consumption Risk-Sharing in Social Net-
works.” American Economic Review 104 (1): 149–82.

Bala, Venkatesh, and Sanjeev Goyal. 1998. “Learning 
from Neighbours.” Review of Economic Studies 65 
(3): 595–621.

Bala, Venkatesh, and Sanjeev Goyal. 2000. “A Nonco-
operative Model of Network Formation.” Economet-
rica 68 (5): 1181–231.

Boorman, Scott A. 1975. “A Combinatiorial Optimi-
zation Model for Transmission of Job Information 
through Contact Networks.” Bell Journal of Econom-
ics 6 (1): 216–49.

Bramoullé, Yann, Andrea Galeotti, and Brian Rogers. 
2016. Oxford Handbook of Economics of Networks. 
Oxford and New York: Oxford University Press.

Brock, William A., and Steven N. Durlauf. 2001. “Inter-
actions-Based Models.” In Handbook of Economet-
rics, Vol. 5, edited by James J. Heckman and Edward 
Leamer, 3297–380. Amsterdam: North-Holland. 

Chang, Dukjin. 1999. “Privately Owned Social Struc-
tures: Institutionalization-Network Contingency 
in the Korean Chaebol.” PhD diss. University of 
Chicago.

Coleman, James S. 1988. “Social Capital in the Cre-
ation of Human Capital.” American Journal of Sociol-
ogy 94: S95–S120

Coleman, James. 1998. Foundations of Social Theory. 
Cambridge: Harvard University Press.

Dasgupta, Partha, and Ismail Serageldin. 1999. Social 
Capital: A Multifaceted Perspective. Washington, 
DC: World Bank. 

David, Paul A. 1985. “Clio and the Economics of 
QWERTY.” American Economic Review Papers and 
Proceedings 75 (2): 332–37.

de Tocqueville, Alexis. 2002. Democracy in America. 
Oxford and London: Oxford University Press. [1835]. 

DiMaggio, Paul J., and Walter W. Powell. 1983. “The 
Iron Cage Revisited: Institutional Isomorphism and 
Collective Rationality in Organizational Fields.” 
American Sociological Review 48 (2): 147–60.

Easley, David, and Jon Kleinberg. 2010. Networks, 
Crowds, and Markets: Reasoning about a Highly 
Connected World. Cambridge and New York: Cam-
bridge University Press.  

Fehr, Ernst, and Klaus M. Schmidt. 1999. “A Theory of 
Fairness, Competition, and Cooperation.” Quarterly 
Journal of Economics 114 (3): 817–68.

Gagnon, Julien, and Sanjeev Goyal. 2017. “Networks, 
Markets, and Inequality.” American Economic 
Review 107 (1): 1–30.

Goyal, Sanjeev. 2007. Connections: An Introduction 
to the Economics of Networks. Princeton: Princeton 
University Press.

Goyal, Sanjeev. 2017. “Networks and Markets.” In 
Advances in Economics and Econometrics, Vol. 1, 
edited by Bo Honoré, Ariel Pakes, Monika Piazzesi, 
and Larry Samuelson, 324–28. Cambridge and New 

http://pubs.aeaweb.org/action/showLinks?system=10.1257%2Faer.104.1.149&citationId=p_4
http://pubs.aeaweb.org/action/showLinks?crossref=10.1111%2F1467-937X.00059&citationId=p_5
http://pubs.aeaweb.org/action/showLinks?crossref=10.1111%2F1468-0262.00155&citationId=p_6
http://pubs.aeaweb.org/action/showLinks?crossref=10.2307%2F3003223&citationId=p_7
http://pubs.aeaweb.org/action/showLinks?crossref=10.2307%2F2095101&citationId=p_16
http://pubs.aeaweb.org/action/showLinks?crossref=10.1162%2F003355399556151&citationId=p_18
http://pubs.aeaweb.org/action/showLinks?crossref=10.1086%2F228943&citationId=p_11
http://pubs.aeaweb.org/action/showLinks?crossref=10.2307%2F1879431&citationId=p_2
http://pubs.aeaweb.org/action/showLinks?system=10.1257%2Faer.20150635&citationId=p_19
http://pubs.aeaweb.org/action/showLinks?crossref=10.1162%2F003355300554881&citationId=p_3


689Goyal: Society and Economy: Frameworks and Principles: A Book Review

York: Cambridge University Press. 
Granovetter, Mark S. 1973. “The Strength of Weak 

Ties.” American Journal of Sociology 78 (6): 1360–80.
Granovetter, Mark. 1985. “Economic Action and Social 

Structure: The Problem of Embeddedness.” Ameri-
can Journal of Sociology 91 (3): 481–510.

Granovetter, Mark. 2017. Society and Economy: 
Framework and Principles. Cambridge and London: 
Belknap Press.

Jackson, Matthew O. 2008. Social and Economic Net-
works. Princeton: Princeton University Press. 

Jackson, Matthew O., Tomas Rodriguez-Barraquer, and 
Xu Tan. 2012. “Social Capital and Social Quilts: Net-
work Patterns of Favor Exchange.” American Eco-
nomic Review 102 (5): 1857–97.

Jackson, Matthew O., Brian W. Rogers, and Yves Zenou. 
2017. “The Economic Consequences of Social-Net-
work Structure.” Journal of Economic Literature 55 
(1): 49–95.

Jackson, Matthew O., and Asher Wolinsky. 1996. “A 
Strategic Model of Social and Economic Networks.” 
Journal of Economic Theory 71 (1): 44–74.

Karlan, Dean, Markus Mobius, Tanya Rosenblat, and 
Adam Szeidl. 2009. “Trust and Social Collateral.” 
Quarterly Journal of Economics 124 (3): 1307–61.

Kocherlakota, Narayana R. 1996. “Implications of Effi-
cient Risk Sharing without Commitment.” Review of 
Economic Studies 63 (4): 595–609.

Morris, Stephen. 2000. “Contagion.” Review of Eco-
nomic Studies 67 (1): 57–78.

Munshi, Kaivan. 2014. “Community Networks and the 
Process of Development.” Journal of Economic Per-
spectives 28 (4): 49–76.

Nelson, Richard R., and Sidney G. Winter. 1982. An 
Evolutionary Theory of Economic Change. Cam-
bridge and London: Harvard University Press.

North, Douglass C. 1990. “Institutions, Institutional 
Change and Economic Performance.” Cambridge: 
Cambridge University Press.

Padgett, John F., and Christopher K. Ansell. 1993. 
“Robust Action and the Rise of the Medici, 1400–
1434.” American Journal of Sociology 98 (6): 
1259–319.

Polanyi, Karl. 1944. The Great Transformation: The 
Political and Economic Origins of Our Time. New 
York: Farrar and Rinehart.

Popkin, Samuel. 1979. The Rational Peasant: The Polit-
ical Economy of Rural Society in Vietnam. Berkeley: 
University of California Press.

Putnam, Robert D. 1993. Making Democracy Work: 
Civic Traditions in Modern Italy. Princeton: Princ-
eton University Press.

Putnam, Robert D. 2000. Bowling Alone: The Collapse 
and Revival of American Community. New York: 
Simon and Schuster. 

Scott, James C. 1976. The Moral Economy of the 
Peasant: Rebellion and Subsistence in Southeast 
Asia. New Haven and London: Yale University  
Press. 

Smelser, Neil J., and Richard Swedberg, eds. 1994. The 
Handbook of Economic Sociology. Princeton: Princ-
eton University Press.

Townsend, Robert M. 1994. “Risk and Insurance in Vil-
lage India.” Econometrica 62 (3): 539–91.

Vega-Redondo, Fernando. 2007. Complex Social Net-
works. Cambridge and New York: Cambridge Uni-
versity Press.

Weber, Max. 1968. Economy and Society. New York: 
Bedminster Press. [1922].

Watts, Duncan J., and Steven H. Strogatz. 1998. 
“Collective Dynamics of ‘Small-World’ Networks.” 
Nature 393: 440–42.

http://pubs.aeaweb.org/action/showLinks?crossref=10.1038%2F30918&citationId=p_45
http://pubs.aeaweb.org/action/showLinks?crossref=10.1162%2Fqjec.2009.124.3.1307&citationId=p_29
http://pubs.aeaweb.org/action/showLinks?crossref=10.1086%2F225469&citationId=p_22
http://pubs.aeaweb.org/action/showLinks?crossref=10.2307%2F2297795&citationId=p_30
http://pubs.aeaweb.org/action/showLinks?crossref=10.1111%2F1467-937X.00121&citationId=p_31
http://pubs.aeaweb.org/action/showLinks?crossref=10.1086%2F228311&citationId=p_23
http://pubs.aeaweb.org/action/showLinks?system=10.1257%2Fjep.28.4.49&citationId=p_32
http://pubs.aeaweb.org/action/showLinks?crossref=10.2307%2F2951659&citationId=p_42
http://pubs.aeaweb.org/action/showLinks?system=10.1257%2Faer.102.5.1857&citationId=p_26
http://pubs.aeaweb.org/action/showLinks?crossref=10.1086%2F230190&citationId=p_35
http://pubs.aeaweb.org/action/showLinks?system=10.1257%2Fjel.20150694&citationId=p_27
http://pubs.aeaweb.org/action/showLinks?crossref=10.1006%2Fjeth.1996.0108&citationId=p_28

	Society and Economy: Frameworks and Principles: A Book Review
	1. Introduction
	2. The Role of Mental Constructs
	3. Institutions and Human Behavior
	4. Concluding Remarks
	REFERENCES


