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Karl Polanyi and the New Economic Sociology: Notes on the Concept of
(Dis)embeddedness*
Within the context of the New Economic Sociology, Karl Polanyi is almost universally
o side ed the fathe of the o ept of e edded ess. However, this concept has been
subject to selective appropriation by this discipline and its relationship to the remaining
theoretical edifice constructed by Polanyi has been neglected. It is, in fact, possible to refer to
the g eat t a sfo atio to hich the concept of embeddedness has been subjected:
he eas i Pola i s o k it is asso iated ith the a o e o o i le el a d is used as
evidence of the exceptional nature of the capitalist market economy – disembedded from
society – in NES, it is normally associated with the meso (and even micro) level, on the
assumption that all economies – including capitalist economies – are embedded.
Keywords: capitalism; market economy; embeddedness; Karl Polanyi; New Economic
Sociology.

1. Introduction
Withi the o te t of the so ial s ie es, Ka l Pola i is usuall

ie ed as the fathe

of the

concept of embeddedness. The New Economic Sociology is no exception to that, as it
adopted the phrase as one of its central concepts (Krippner, 2001; Swedberg, 2006).
However, the concept has been subject to selective appropriation by this discipline and its
relationship to the remaining theoretical edifice constructed by Polanyi has been neglected.
It is, i fa t, possi le to efe to the g eat t a sfo
o ept of e

edded ess has ee su je ted:

atio

(Beckert, 2007) to which the

he eas i Pola i s

o k it is asso iated

with the macro(economic) level and is used as evidence of the exceptional nature of the
capitalist market economy – disembedded from society – in NES, it is normally associated
with the meso (and even micro) level, on the assumption that all economies – including
capitalist economies – are embedded. In other words, the economic actions of individuals
are always part and parcel of networks of social relations.
Embeddedness,1 for Polanyi, means that the economy is immersed in social relations, i.e.,
it cannot be a separate, autonomous sphere vis-a-vis society as a whole. One must point out,
*

Article published in RCCS 90 (September 2010).
The o ept had al ead ee used
Thu
ald, ho as o e of Pola i s ajo i flue es i the field of
economic anthropology. So Thurnwald ust ha e ee the i spi atio fo Pola i s adoptio of the o ept of
embeddedness (Beckert, 2007: 7). Block (cf. 2000: 7), on the other hand, suggests that Polanyi got his
1
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however, that the author did not intend to create a new concept, nor did he seem in the
least concerned with giving it an explicit definition. Perhaps that is the reason why the
concept of (dis)embeddedness has been the object of a number of contradictory
interpretations. Still, the best way to understand the true meaning and the implications of
the concept is to try and grasp it in close interconnection with Pola i s e ti e theo eti al
and conceptual edifice, which is to say, by capturing its role, function, relationship and place
i the autho s thi ki g. Besides, trying to understand the concept solely from a number of
disparate statements made by the author – namely from its explicit uses in The Great
Transformation – may prove a pointless, misleading endeavor rather than an enlightening
one (as we will see to be the case in the context of the New Economic Sociology).
I have shown elsewhere the unique character of the modern capitalist market economy
as viewed by Polanyi (Machado, 2009). I will now summarize some of the main concepts
behind it. I o de to full u de sta d Pola i s

o k a d thought, one has to start by

analyzing the distinction he makes between the substantive and the formal meaning of
economy. The formalist approach is based on an ontological scarcity of the means for
providing to human needs, and takes as its object of analysis the discrete

atio al

individual who seeks to maximize his gains, i.e., it stays within the predicates of homo
economicus. According to Polanyi, the formalist schema – based on the neoclassical model of
economic theory – can only be applied to the study of modern capitalist economies, where
price-making markets play a crucial role.2 The substantivist approach, on the other hand, in
its effort to study the role of the economy within society, deals with the institutional forms
taken by the process of satisfaction of human needs in different societies, both past and
present, its main concern being sufficiency rather than efficiency.
inspiration from a word used in mining: while studying British economic history in preparation for The Great
Transformation, he most certainly read extensively on the history of the technologies used in the British mining
i dust , hose jo it as to e t a t e edded oal f o the o k alls of i es.
2
One scholar pointedly asks whether, according to Polanyi, formalist theory may be entirely applied to the
study of the capitalist market economy. While it is true that Polanyi says that even in regard to the market
system itself, the market as the sole frame of reference is somewhat out of date Pola i,
a:
, he also
ites that o e a hu a ei g as i u s i ed as a i di idual i the a ket , the [fo alist] p opositio
[…] was easy to substantiate Pola i,
:
. The apitalist e o o
o f o ts individuals with choices
brought about by a shortage of means; therefore it can be analyzed by applying those methods based on the
formal meaning of the economy. As long as this economic system obtains, the formal meaning and the
substantive meaning will coincide for all practical purposes (Polanyi, 1968a: 141; Polanyi, 1977a: 10-11),
because the institutional arrangements ensuring human subsistence only reflect the arrangements of
formalism. This debate goes well beyond the scope of the present paper, but we can (safely) assume that
Polanyi grants the formalist schema some degree of explanatory power only when it applies to the modern
capitalist economy.
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Thus, according to the author, one must acknowledge the relevance of the substantive
definition, which views the economy as an instituted process of interaction between man
and his natural and social environment. Such a process results in an ongoing – and, in this
case, universal – supply of material means to satisfy human needs, and is the foundation of
the method envisaged by Polanyi: institutional analysis. The economy may of course be
instituted in different ways from one society to another, and so Polanyi identifies three
major patterns, or so-called forms of integration – reciprocity, redistribution and (market)
exchange – which combine to give the economy its unity and stability, that is, the
interdependence and recurrence of its parts.3
A o di g to Pola i s lassifi atio , primitive or tribal societies are characterized by
reciprocity and also, to a certain extent, by redistribution. Archaic societies, in turn, are
predominantly redistributive, although there may be room for some exchange. One has to
keep in mind, however, that the system of self-regulating markets as the dominant form of
integration is only to be found in modern societies. We may therefore conclude that
Pola i s atte pt to fo

alize a globally relevant comparative economics and the

importance of the concept of embeddedness itself are precisely the result of his need to
emphatically underscore the differences between the various social and economic systems,
namely between capitalism and every single society that came before it. Ka l Pola i s
thinking is driven by the wish to highlight the absolute exceptionalism of the market
economy4 in the history of humankind. The embeddedness/disembeddedness condition
must be understood, first and foremost, in the context of that distinction.

3

For an analysis of the forms of integration proposed by Polanyi as well as of their empirical use in the study on
Dahomey and the Slave Trade, see Machado (2009: 54-68; 79-89). Briefly put, reciprocity denotes movements
between correlative points of symmetrical groupings, which means that it presupposes the existence of
symmetry as institutional background. What we have is a system of gifts and counter-gifts, a continuous give
a d take su h as Mali o ski s Kula i g . Redistribution describes appropriative movements toward a center
and back (that is, away from the center); in institutional terms, it depends on the presence of some degree of
centricity within the group (e.g. ancient empires – such as the Egyptian or Roman empire, etc.; Dahomey). As to
e ha ge, it efe s to the i e- e sa
o e e ts o u i g a o g age ts u de a a ket s ste ; so i
order to generate integration it requires a system of price making. Therefore (market) exchange consists of a
two-way movement of goods between people, aiming at obtaining gains for the parties involved.
4
Let us clarify the concept of capitalism, which Polanyi defines as an interconnected system of price-making
markets, i.e., as a market economy (regulated by the mechanism of supply and demand).
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2. Karl Polanyi: The disembeddedness of the capitalist economy
In fact, some authors tend to complain that the concept of embeddedness is used but twice
throughout The Great Transformation. However, a reader imbued with the right perspective
– that is, one who has made a tho ough stud a d a al sis of Pola i s thi ki g i its e ti et
– will be able to capture the full meaning of the concept:
The a ket patte , […] ei g elated to a pe ulia oti e of its o , the oti e of t u k o
barter, is capable of creating a specific institution, namely, the market. Ultimately, that is why
the control of the economic system by the market is of overwhelming consequence to the
whole organization of society: it means no less than the running of society as an adjunct to the
market. Instead of economy being embedded in social relations, social relations are embedded
in the economic system. The vital importance of the economic factor to the existence of society
precludes any other result. For once the economic system is organized in separate institutions,
based on specific motives and conferring a special status, society must be shaped in such a
manner as to allow that system to function according to its own laws. This is the meaning of
the familiar assertion that a market economy can function only in a market society. (Polanyi,
2000: 77, emphasis added)
In the vast ancient systems of redistribution, acts of barter as well as local markets were a
usual, but no more than a subordinate trait. The same is true where reciprocity rules; acts of
barter are here usually embedded in long-range relations implying trust and confidence, a
situation which tends to obliterate the bilateral character of the transaction. (Polanyi, 2000:
81-82, emphasis added)

These quotes are perfect illustrations of the basic fact that throughout the book Polanyi
clearly contrasts capitalist society with past communities, where the economy, framed by
other institutional patterns, did not exist apart from society at large, nor was it even, most of
the times, an identifiable, noticeable entity, since it was totally submerged in social relations.
On the contrary, under capitalism the economy became disembedded (i.e., loose or, as it
were, autonomized), leaving society at the mercy of a blind mechanism – the self-regulating
market – that controls and overpowers it. Thus in practice the embeddedness of the
economy is tantamount to the absence of a system of price-making markets.
Besides, and more important, only a perfunctory analysis would settle for an explicit,
literal search for the o ept s
limit o e s i
dis e

ui

ea i g. It seems obvious that it would be too reductive to

to the sea h for or the counting of how many times the word

edded ess o u s. It should also e poi ted out that th oughout his work Polanyi

expresses similar ideas without exactly resorting to that particular word. As proof of that,
let s look at two revealing, if commonly overlooked, examples from The Great
Transformation:
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The outstanding discovery of recent historical and anthropological research is that man's
economy, as a rule, is submerged in his social relationships. He does not act so as to safeguard
his individual interest in the possession of material goods; he acts so as to safeguard his social
standing, his social claims, his social assets. He values material goods only in so far as they
serve this end. Neither the process of production nor that of distribution is linked to specific
economic interests attached to the possession of goods; but every single step in that process is
geared to a number of social interests which eventually ensure that the required step be
taken. These interests will be very different in a small hunting or fishing community from those
in a vast despotic society, but in either case the economic system will be run on noneconomic
motives. (Polanyi, 2000: 65, emphasis added)
A self-regulating market demands nothing less than the institutional separation of society into
an economic and a political sphere. Such a dichotomy is, in effect, merely the restatement,
from the point of view of society as a whole, of the existence of a self-regulating market. It
might be argued that the separateness of the two spheres obtains in every type of society at
all times. Such an inference, however, would be based on a fallacy. True, no society can exist
without a system of some kind which ensures order in the production and distribution of
goods. But that does not imply the existence of separate economic institutions; normally, the
economic order is merely a function of the social order. Neither under tribal nor under feudal
nor under mercantile conditions was there, as we saw, a separate economic system in society.
Nineteenth-century society, in which economic activity was isolated and imputed to a
distinctive economic motive, was a singular departure. (Polanyi, 2000: 92-93, emphasis added)

One should keep in mind that state intervention or regulation does not mean that the
economy is embedded. In Polanyi one can find two different types of regulation, which do
not belie the empirical existence of a disembedded economy, but are, on the contrary,
intimately connected with its historical implementation: a) the establishment of the
preconditions for a market economy to come into existence (enclosures, the establishment
of a f ee la o

a ket, etc.); b) protective measures against disembeddedness, primarily

to slow down the pace of change brought about by the transformation into a market
economy (labor laws, Speenhamland, etc.).
State regulation can only provide the framework for the (self-regulated) market to
operate, but it cannot dictate how it operates (which would be illogical). According to
Polanyi, there is a set of assumptions regarding the state and its policies, and all measures or
policies that interfere with the workings of the market are to be avoided. Prices, supply and
demand – none of these should be stipulated or regulated; the only valid policies and
measures will be those aimed at ensuring that the market regulates itself, thus creating the
conditions for it to be the sole organizing power in the economic sphere (Polanyi, 2000: 9091; Stanfield, 1986: 111). For Polanyi, the existence of the state – the de o ati

li e al

state – is not synonymous with embeddedness, just as social protection measures are not
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synonymous with (re)embeddedness. Conversely, separation between politics and the
economy is the very proof of disembeddedness.
Once we understand the importance of the concept of (dis)embeddedness as something
that is i ti atel asso iated ith Pola i s comparative analysis of the market economy and
past economies, its central role in Polanyian thinking will become evident. If, on the other
hand, we are mostly intent on counting the exact number of times the word
dise

edded ess is used i his

o k, the

e

ill – fallaciously – conclude that the

concept had little relevance for Polanyi in the first place, and the leitmotiv of his entire
inquiry will be lost on us. Furthermore, we will probably downplay its meaning and will tend
to dismiss it as mere misunderstanding, selectively appropriating what after all seems more
i po ta t to ou sel es: the

e

te

dis)embeddedness, clearly endowed with a

different meaning. I believe this is what happened with NES. But more on this later.
“till, let it e oti ed that the
Polanyi.5 Not ithsta di g,

od

dis e

ost autho s just

edded ess is ot used that spa i gl
e tio

the t o o u e es i

Pola i s

magnum opus, failing to read the rest of his work (as is the case with Barber, 1995; Ghezzi
and Mingione, 2007; Granovetter, 1985. Swedberg [1997, 2004] does not make a single
reference to Polanyi in his bibliography). One has to go to A istotle Dis o e s the E o o
(Polanyi, 1957), a paper rarely mentioned in the literature, to fi d hat is pe haps Pola i s
clearest and most systematic use of the concept of embeddedness. Let us look at a long but
telling – actually the most telling – quote regarding the concept of dis(embeddedness):
The conceptual tool with which to tackle this transition from namelessness to a separate
existence [of the economy] we submit, is the distinction between the embedded and the
disembedded condition of the economy in relation to society. The disembedded economy of the
nineteenth century stood apart from the rest of society, more especially from the political and
governmental system. In a market economy the production and distribution of material goods
in principle is carried on through a self-regulating system of price-making markets. It is
governed by laws of its own, the so-called laws of supply and demand, and motivated by fear
of hunger and hope of gain. Not blood-tie, legal compulsion, religious obligation, fealty or
magic creates the sociological situations which make individuals partake in economic life but
specifically economic institutions such as private enterprise and the wage system.
[…] U de a a ket s ste
e s li elihood is se u ed
a of i stitutio s that a e
activated by economic motives, and governed by laws which are specifically economic. The
vast comprehensive mechanism of the economy can be conceived of working without the
conscious intervention of human authority, state or government.
This, then, is the nineteenth century version of an independent economic sphere in society. It
is motivationally distinct, for it receives its impulse from the urge of monetary gain. It is
institutionally separated from the political and governmental center. It attains to an autonomy
5

Polanyi, 1966: 60, 81; 1968a: 141, 148; 1968b: 70; 1977a: 9; 1977b: 53; Polanyi et al., 1968: 118-119.
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that invests it with laws of its own. In it we possess that extreme case of a disembedded
economy which takes its start from the widespread use of money as a means of exchange.
(Polanyi, 1957: 67-68, my emphasis)

It seems obvious that, for Polanyi, the market economy was indeed disembedded.6 We
can say that the market economy thus created a new type of society. The economic or
productive system was here entrusted to a self-acting device. An institutional mechanism
controlled human beings in their everyday activities as well as the resources of nature
(Polanyi, 1968b: 62). And the author further contrasts capitalist society with primitive and
archaic societies:
As long as these latter forms of integration [i.e., reciprocity and redistribution] prevail, no
concept of an economy need arise. The elements of the economy are here embedded in
noneconomic institutions, the economic process itself being instituted through kinship,
marriage, age-groups, secret societies, totemic associations, and public solemnities. The term
e o o i life ould he e ha e o o ious ea i g. […] [T]here existed, as a rule, no term to
desig ate the o ept of e o o i . […] This o ept as [si pl ] a se t. […] The p i e
reason for the absence of any concept of the economy is the difficulty of identifying the
economic process under conditions where it is embedded in noneconomic institutions.
(Polanyi, 1957: 70-71)

For this reason, in societies of the past the economy was not only embedded in society
but most of the times those societies possessed no notion, concept or awareness of an
economic sphere that was clearly identifiable or recognizable as such by their members.

3. The New Economic Sociology: All economies are embedded
3.1 NES and the concept of embeddedness

According to Swedberg, Economic sociology is a term that was rarely heard a decade ago
but which has become quite popular again. Today sociology departments get ranked
according to their prominence in this field, and a respectable number of articles and books

6

One scholar halle ges the alidit of this lo g uote as ep ese tati e of Pola i s o k. Agai , let us go
a k to Pola i: ith apitalis , a e o o i sphe e a e i to e iste e that as sha pl deli ited f o
other institutions in society. Since no human aggregation can survive without a functioning productive
appa atus, its e odi e t i a disti t a d sepa ate sphe e had the effe t of aki g the est of so iet
depe de t upo that sphe e. […] As a esult, the a ket e ha is
e a e dete i ati e fo the life of the
od so ial. No o de that the e e ge t hu a agg egatio
as a e o o i so iet to a deg ee
previously never even approximated (Polanyi, 1968b: 63). According to Polanyi, equating economic
phenomena with market phenomena almost became a practical requisite after the emergence of the new
society and its way of life, in the wake of the early stages of the Industrial Revolution (Polanyi, 1977a: 9). Thus
what we have here called the economistic fallacy was an error mainly from the theoretical angle. For all
practical purposes, the economy did now consist of markets, and the market did envelop society (Polanyi,
1977a: 9). See also, for instance, Polanyi, 1968b: 70; 1977a: 9; 1977b: 53. Polanyi-Levitt (cf. 2003: 2-3) also
underscores the centrality of the disembeddedness of the capitalist economy for Polanyi.
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that label themselves e o o i so iolog

appea e e

ea

(2006: 2). Graça, in turn,

ightl poi ts out that in the area of social theory over the last decades, the emergence of
the

e economic so iolog , a el i

o

e tio

ith su h autho s as Mark Granovetter

and Richard Swedberg,7 is a fundamentally relevant and meaningful fact

:

.

One of the most important developments in the social sciences over the last decades has
been the attempt to fill the void left by the failure of mainstream economic science with
regard to the inquiry into economic institutions. This is precisely the context within which
the emergence of the New Economic Sociology has to be understood (Swedberg, 1997: 161).
However, as Graça once again puts it,
NES dared to refute, if only in part, some of the assumptions and methods of academic
economics. At the same time, however, it hastened to delimit the scope of the refutation, and
again and again tended to retrace its steps and revert to the traditional, self-legitimizing
allegation that there are a number of points of view or analytical angles and that its own view
is just one among several, in juxtaposition with – rather than in opposition to – that of
economics.8 (2005: 111, emphasis added)

The new discipline has its roots in a number of studies dating from the early 1980s. But if
one had to pick a pa ti ula

ea to

a k its eal

i th the the hoi e ould e

, the

year of the publication, by Granovetter, of what would become the most popular article of
contemporary economic sociology, E o o i A tio a d “o ial “t u tu e: The P o le
E

of

edded ess (cf. Swedberg, 1997: 161-162). It should be stressed, however, that contrary

to modern economics, economic sociology still lacks a central core of ideas and concepts
resulting from a process of shaping, mixing and refining over a considerable period of time.
Instead, economic sociology – very much like what happens in the field of sociology –
consists of a set of competing perspectives, some more coherent than others (Swedberg,
2006: 3).
In spite of that, some central concepts have gained prominence. Among these is the
concept of embeddedness and the related concept of (social) networks. Swedberg goes as
far as stating that the

ost fa ous o ept i toda s e o o i sociology is by far that of

7

A o g NE“ s top a es, esides “ ed e g a d G a o ette , e tio should e ade of Patrik Aspers, Jens
Beckert, Ronald Burt, Michel Callon, Bruce Carruthers, Neil Fligstein, Philippe Steiner and Viviana Zelizer (cf.
Swedberg, 2006: 20-21). It should be noted that NES has been a largely North American phenomenon, albeit
with a small number of researchers in several European countries (Swedberg, 1997: 164).
8
Be ke t e p esses a si ila opi io : e o o i so iolog fi ds a u if i g de o i ato i its iti ue of […] the
notion of homo economicus acting in a world with full information, independent decision making, polypolistic
o petitio , t a siti it , a d fi ed p efe e es. […] [No etheless,] new economic sociology does not put
enough emphasis on proposing an alternative to rational actor theory 2003: 769-770, emphasis added).
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2006: 3). And Krippner adds, The notion of embeddedness enjoys a

privileged – and as of yet, largely unchallenged – position as the central organizing principle
of e o o i so iolog . […] [I

fa t,] the te

has gai ed

idesp ead a epta e as

representing the core unifying themes of the subfield (Krippner, 2001: 775). The centrality
of e

edded ess fo the

e

e o o i so iolog

fo

the

id-1980s to the present) is

unquestionable (Swedberg, 2006: 3).9
Swedberg observes that Granovetter (1985) introduced a concept of embeddedness that
is not only different from, but also more analytically useful than, Pola i s. First of all, he
halle ged the politi al di e sio of Pola i s ideas

a gui g that p e-capitalist economies

were as embedded as the capitalist economy itself, given that both of them are social, in the
sense of being embedded in the social structure. Second, he gave the concept of
embeddedness greater analytical precision by insisting that all economic actions are
embedded in networks of social relations.10 So in truth there is no such thing as a general
embeddedness of the economy; all economic actions have an interpersonal manifestation,
which, thanks to network theory, can now be defined with precision (Swedberg, 2006: 4).
Thus, what makes embeddedness an especially useful concept, according to many
economic sociologists, are its links with network theory. This type of method, which became
e

popula a o g toda s

e

e o o i so iolog , p o ides the a al st ith a

et i fo

examining social interactions, including economic ones. Because it relies heavily on visual
representation, network theory gives the researcher an instrument whereby complex social
relations can be quickly rendered and interpreted (Swedberg, 2006: 4-5).
We may conclude that the advent of NES was associated with a set of key ideas: all
economic actions are embedded ; markets a

e o eptualized as so ial st u tu es ;

and economic actions comprise both a rational component and a socio-cultural component
(Swedberg, 2004: 317). According to Swedberg,
Economic sociology, as it exists today, can be described as a well established subfield in
so iolog ith a disti t ide tit of its o […]. It has ee st o gl felt, f o the
sa d
9

The concept of embeddedness has been used in other disciplines as well. In addition to economic
anthropology (especially as a esult of Pola i s i flue e o e the su sta ti ist camp), economic geography
(Hess, 2004), archaeology (Cumberpatch, 2001), and history (Knowles, 2000; Knowles and Owen, 2008) also
deserve mention.
10
Elsewhere Swedberg also makes it clear that while Polanyi proposed the concept of embeddedness to
highlight the fact that in pre-capitalist times the economy was an organic part of so iet , G a o ette s i te t
when he uses the concept is almost the opposite: to show that economic actions are truly social actions within
capitalist society (Swedberg, 1997: 165).
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onwards, that it was important for economic sociology to have its own profile, which could
set it apart especially from mainstream neoclassical economics but also from other
approaches to economics, such as socio-eco o ics a d old i stitutio alist economics.
(Swedberg, 2004: 325, emphasis added)

What is interesting about this quote is that, despite NE“ lai
degree – part of Pola i s lega , it also felt the

eed to

to e – at least to a certain
o e

a fo

the old

institutionalist economy. But it is a well known fact that Polanyi tends to be linked with that
e

sa e s hool, in the wake of authors like Veblen, Commons, etc. (Stanfield, 1986).

3.2 Literature overview

It is fai to sa that the lassi al positio of NE“ is still G a o ette s

,

hi h losel

li ks the o ept of dis e

edded ess to that of so ial et o ks a d the efo e to a

(and often eve a

le el, as opposed to a

i o

short, argues that [e o o i ] eha io is losel e

eso

a o pe spe ti e. This positio , i
edded i

et o ks of i te pe so al

elatio s (Granovetter, 1985: 504).
According to Granovetter, one of the central concerns of social theory has been to
understand the extent to which behavior and institutions are impacted by social relations.
Thus, in E o o i A tio a d “o ial “t u tu e he attempts to analyze the degree to which,
in modern industrial society, economic action is embedded in structures of social relations.
Co

o

eo lassi al app oa hes offe a

u de so ialized e pla atio for such action,

that is, one that is based on the atomized actor. Reformist economists seeking to bring social
structure back to the anal sis, o the othe ha d, do so i a

o e so ialized

a

e . Both

explanations are paradoxically similar in their neglect of the ongoing structures of social
relations (Granovetter, 1985: 481-2).
It follows that a fruitful analysis of human action requires us to avoid the atomization
implicit in the theoretical of under- and oversocialized conceptions. The reason is that
Actors do not behave or decide as atoms outside a social context, nor do they adhere slavishly
to a script written for them by the particular intersection of social categories that they happen
to occupy. Their attempts at purposive action are instead embedded in concrete, ongoing
systems of social relations. (Granovetter, 1985: 487, emphasis added)

As to the substantivists vs. formalists debate (Machado, 2009: 15-54), Granovetter tells us
that his
view diverges from both schools of thought. I assert that the level of embeddedness of
economic behavior is lower in nonmarket societies than is claimed by substantivists and
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de elop e t theo ists, a d it has ha ged less ith ode izatio tha the elie e; but I
argue also that this level has always been and continues to be more substantial than is allowed
by formalists and economists. (Granovetter, 1985: 482-483)

Note, however, that Granovetter does not attempt to approach these issues with nonmarket societies in mind. Instead, he formulates a theory of the concept of embeddedness
whose importance is exemplified by a problem posed by modern society: which
transactions, in modern capitalist society, occur in the marketplace and which are subsumed
within hierarchically organized companies (Granovetter, 1985: 493). But as he admits in the
end,
I have had little to say about what broad historical or macrostructural circumstances have led
systems to display the social-structural characteristics they have, so I make no claims for this
analysis to answer large-scale questions about the nature of modern society or the sources of
economic and political change. (Granovetter, 1985: 506, emphasis added)

Nonetheless, he believes that the argument in favor of embeddedness sho s

ot o l

that there is a place for sociologists in the study of economic life but that their perspective is
u ge tl

e ui ed the e (Granovetter, 1985: 507).

In a particularly enlightening comment (Krippner et al., 2004), Granovetter admits that
over the past few years he has rarely used the concept of embeddedness in his writings
e ause it has e o e al ost
therefore means nothing

ea i gless, st et hed to

ea al ost a thi g, so that it

K ipp e et al., 2004: 113). This particular piece becomes even

more interesting when Granovetter sheds light on the genesis of his seminal paper.
According to him, he used the concept of embeddedness in his 1985 paper in a narrower
and somewhat different sense than the one originally proposed by Polanyi:
[T]he easo is that I as t t i g to o o the te f o Pola i, o to e-appropriate it or
ei t odu e it. […] I ha e looked a k i
old ote ooks a d fou d that I used the te
e edded ess i so e of
e ea l otes, efo e I e e ead Polanyi. And I used it in the
way that I use it in the 1985 paper to mean the way social and economic activities are mixed
up ith et o ks of so ial elatio s. […] at so e late ti e I did ead Polanyi. I read
pa ti ula l The Economy as Instituted Process. It was not until much later that I really
carefully read The Great Transformation. (Krippner et al., 2004: 113)

To further quote Granovetter:

he

I

a e a ou d to

iti g the pape

o

embeddedness, I had, in fact, forgotten about Polanyi, and was not thinking about him when
I

ote that pape

autho

(Krippner et al., 2004: 114). After the draft version began circulating, the

as hailed

o e of its

eade s fo

embeddedness. In truth, however,
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I read the letter and I thought oh
gosh, I d o pletel fo gotte that Pola i uses it [the
o ept], a d uses i a so e hat diffe e t a . “o I did sa a little it i the pape o
embeddedness about Polanyi, but the main thing I was trying to do in that little section was to
distance myself from his use of embeddedness. (Krippner et al., 2004: 114)

I think the two last quotes speak for themselves. It is not without irony that the paper
ost idel

e tio ed as dese i g of la i g lai

of (new) economic sociology

ade o allusio

to a Polanyia

lega

i the discipline

hatsoe e to Pola i s o k.

In NES it is commonly understood – and in a way that understanding became the premise
for most of the research conducted within the discipline – that G a o ette s

ai concern

in his seminal paper was the claim that analysis of social networks is the main or sole goal of
the sociological endeavor (see for example Swedberg, 1997: 165). But Granovetter believes
he was explicit regarding his own research when he made the strategic decision to look at
social networks as an intermediate level between lower levels and higher levels Krippner et
al., 2004: 114). While admitting he may not have made his point clearly enough in that
paper, the author argues that it is obvious that

ou a t just analyse social networks, you

also have to analyse institutions and culture and politics and all of the micro and macro
ele e ts, of

hi h the

eso-le el of so ial networks is in the middle

Krippner et al.,

2004: 114). Granovetter then proceeds to conclude that if I had known it would be an
i flue tial pape I ould ha e take

o e a e to sa that the e s

o e to life tha [just] the

structure of social networks (Krippner et al., 2004: 115).
Barber, in turn, a gues that a better general theoretical understanding of embeddedness
should be of wide usefulness in contemporary sociological analysis (1995: 388). The central
(cultural) concept to which embeddedness is related is that of

a ket. In fact, the history

of the concept of embeddedness may be viewed as a long struggle to overcome what Barber
alls the a solutizatio of the

a ket (Barber, 1995: 388).

For Barber, market exchange is interdependent with a set of social, structural and cultural
variables that form modern socials systems, to wit, equity, efficiency, universalism, specific
property rules, etc. (Barber, 1995: 399). So,

hile Pola i s a al sis ega di g the th ee

forms of integration – reciprocity, redistribution and exchange – may be valuable, it
becomes less so and even misleading when it deals with the issue of their diffe e t le els
of embeddedness:
Pola i des i es the a ket as dise edded , the othe t o t pes of economic exchange as
[ ei g] o e e edded i the othe so ial-structural and cultural-structural elements of
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society. [But,] as should now be clear, after what has been said about the connection of all
three types of economic exchange with some set of social structural and cultural elements in
the social systems in which they occur, our strong proposition, contrary to Polanyi's, is that all
economies are inescapably embedded. (Barber, 1995: 400)

Therefore,
While the modern market system may appear to be more differentiated from other social
system structures, somewhat more concretely separate, this image diverts attention from the
basic fact of its multiple and complex interdependence with the rest of the social system.
Calli g the a ket dise edded leads a al ti atte tio a a f o just hat this
interdependence is [in reality]. (Barber, 1995: 400)

Barber even expresses disappointment with the fact that Polanyi did not explicitly conceive
of a social system in which the economy was always a part of – and just one part among –
the variously different and interdependent (social, structural and cultural) parts that make
up the essence of any particular social system (Barber, 1995: 401).
According to Barber, Grano ette s pape had the g eat

e it of p e isel e phasizi g

how every economic action is embedded in non-economic social relations. But he still has a
fe

iti is s of the pape , the

ost salie t ei g that G a o ette s a al sis shows no

understanding of the importance of the larger social systems in which all economies are
located Ba e ,

:

. Still according to Barber,

Granovetter says that eco o i eha io is e edded i so ial st u tu e, and for him social
structure apparently means only networks of interpersonal relations. There is no specification
of the several different social and cultural structures that make up the larger social system.
Where have the social structures of kinship, stratification, gender, age, the economy, the
polity, organizations, education, and communications disappeared to? (ibid.: 406-407)

Ba e s

ai thesis, i sho t, is that the est

a fo the o ept of e

edded ess to

evolve would be to acknowledge that all types of economy are embedded in complex, more
comprehensive social systems. On the other hand, the socio-structural, socio-cultural and
personality components of such systems ought to be specified. Finally, their interrelations
with the economic systems – which are but a part of the social system – should be better
understood and, consequently, either stabilized or transformed (Barber, 1995: 407-408).
Blo k s (cf. 2000; 2003) is perhaps the most distinctive perspective within NES, even if he
also ends up concluding that all economies are embedded. First of all it must be said that for
him the concept is imbued with the meaning that was first given to it by Polanyi, i.e., as
efe i g to a

a o perspective, to a comprehensive understanding of the economic
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as a hole. Ne e theless, his o lusio s a e diffe e t f o

Pola i s ith ega d to

the disembedded nature of capitalism.
According to Block, the modern market economy has a latent tendency toward
disembeddedness, which means that, empirically speaking, the economy comes very close
to being disembedded. Ho e e , full-fledged disembeddedness is simply impossible, in
that it would destroy society at once. Because of the need for state intervention and for
social protection, particularly in what concerns the regulation of fictitious commodities, the
economy, even the apitalist e o o

, is al a s e

edded. Thus, in Block s ie

a self-

regulated economy is nothing but a (stark) utopia. Even if in an ambiguous way, Karl Polanyi
himself affirms the practical impossibility of total disembeddedness. The ambiguity arises
from the tension between the Polanyi that was influenced by a Marxist theoretical
framework (until the 1930s) and a later Polanyi, one involved with the concepts and
positions he himself had shaped while writing The Great Transformation, and which often
ran counter to those of the earlier frame of reference (Block, 2003). In short, capitalism is
moving toward a state of disembeddedness and in fact comes very close to it, but it will
never attain that state without causing society to collapse.
At various ti es Pola i see s i deed to o fi

Blo k s lai s, as

the idea of a self-adjusting market implied a stark utopia Pola i,

he he states that
:

. But it must be

noted that he wrote these words in The Great Transformation when he believed to be
witnessing the collapse, at long last, of

th e tu

i ilizatio , that is, the de ise of a

society based on the self-regulated market (Polanyi, 2000: 17-18). Thus, the self-regulated
market had proved its practical incapacity to organize the life of human societies. Utopia
(dystopia), which was then being disproved by events, resulted from the empirical failure of
the capitalist system (which in fact, as we now know, did not occur): not from the fact that
no self-regulated market had ever existed, but from the fact that its short existence for a
(relatively) brief period of time had led humankind to the biggest crisis in its history. For
Polanyi, it was the (real) historical events that invalidated the alleged virtues of the market,
thus signaling the beginning of a g eat t a sfo

atio

characterized by the onset of other

economic experiments (socialism, fascism and the New Deal). The self-regulated market
utopia does not derive from its practical impossibility, but rather from the belief that it could
operate indefinitely without ever causing deeply harmful effects to both Man and nature.
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Industrial civilization will continue to exist when the utopian experiment of a self-regulating
market will be no more than a memory (Polanyi, 2000: 290).
Krippner, who is well aware of the differences between the concept of embeddedness as
it was first proposed by Polanyi and the one envisaged by Granovetter, wrote a thorough
review of the two visions (Krippner and Alvarez, 2007). Although acknowledging the merit in
G a o ette s claim that all economies are embedded, Krippner is critical of the fact that the
NES camp has evolved and shaped itself almost exclusively around that concept (Krippner,
2001: 775-776).
What happens is that, to an even greater degree than most of the subfields of sociology,
the (new) economic sociology is built upon a key idea: the concept of embeddedness. Hence
K ipp e s a gu e t that the

otio

of e

edded ess defle ted atte tio

fo

othe

important theoretical problems. She specifically suggests that the relative neglect of the
market concept in economic sociology is a consequence of the way in which the notion of
embeddedness was formulated. Paradoxically, the basic intuition – in itself an extremely
useful one – that markets are socially embedded led economic sociologists to take the
market for granted. As a consequence, economic sociology did not fare much better than
economics with respect to developing the market concept as a theoretical subject in its own
right, which caused an interesting case of arrested development of the market concept
within the discipline (Krippner, 2001: 776; Krippner et al., 2004: 111-112).
In attempting to steer a middle course between the undersocialized and the
oversocialized views of action, Granovetter ended up adopting the idea that they both share:
the separateness of society and the economy. This problem manifests itself in a curious
symmetry within the discipline: researchers either study economic processes in social terms
– thereby turning their backs on the market sphere – or they study the market as a
theoretical entity in its own right, in which case they excise its entire social content (Krippner
et al., 2004: 112-113).
In view of this, as long as the market is not entirely appropriated as a social object, a
tension will continue to exist between marketless conceptions of the social on one hand, and
on the other hand conceptions of the economy from which all social traces have been
suppressed (Krippner et al., 2004: 113).
Beckert (2007) offers a fine synthesis of how the concept of embeddedness has evolved.
As mentioned above, he points out that when the concept was borrowed from Polanyi and
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e t a great transformation, losing some elements of the

original notion in the process while gaining a few others (Beckert, 2007: 7). Beckert
highlights other aspects we have already covered here also: the irony surrounding the
concept, coupled with the fa t that G a o ette did ot ha e Pola i s

oki

i d

he

he wrote his paper (Beckert, 2007: 9-10); the fact that the concept introduced by
Granovetter is intimately associated with that of social networks (Beckert, 2007: 8-9); and
the dominant position of the latter interpretation within NES (Beckert, 2007: 9).
Beckert is iti al of G a o ette s position and of network analysis, on the grounds that
This is a limited perspective because an exclusive focus on the structure of social relations
leads to a neglect of the social content underlying the observed structure. By not taking
attributes of actors and institutional rules into account, network analysis fails to explain how
the social structure of markets emerges and why networks are structured the way they are.
(Beckert, 2007: 9)

Furthermore, he argues that the concept of embeddedness is not the best sociological
approach to the economy. Therefore,
one can question whether sociology should start from this notion as its entry point into the
field of the e o o . M positio is that e edded ess ha a te izes a ge e al a s e to
specific problems without identifying the underlying problems themselves. By starting from
the embeddedness of economic action we are putting the cart before the horse. The first
proper step would be to identify the problems that can actually be solved by an approach
focusing on the embeddedness of economic action. I suggest that we identify these problems
and make them the analytical starting point of economic sociology. (Beckert, 2007: 10-11)

NES should then take as its starting point the th ee oo di atio p o le s that a to s
are faced with in market exchanges: the value problem, the competition problem and the
cooperation problem (Beckert, 2007: 11-15).
For Beckert, the attraction exerted by Polanyi upon NES arises from the fact that his social
theory does not entail a li ea

o ept of de elop e t. In other words, embeddedness is

not a feature separating pre-modern from modern economies. Based on the notion of a
dou le

o e e t, social change is conceptualized as a dynamic process of oscillation

between embeddedness, disembeddedness, and re-embeddedness. Therefore, all
economies are (in some way) embedded (Beckert, 2007: 19).
From the preceding analysis it should be obvious that I cannot agree with this
interpretation, which – as will presently be shown – proves problematic for Beckert himself.
In brief, what we have is the exact opposite of what Beckert e isio s: Pola i ould t e
more explicit when he stated that until very recently – before the emergence of the
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capitalist market economy – all economies were embedded in society. Therefore the
e o o

s embeddedness /defensive counter-response / need for re-embeddedness is not

something that historically has been there all along but rathe

uite a e e t p o le . By

failing to recognize – alongside other NES scholars – that the specificity of the capitalist
economy lies precisely in its being disembedded and by claiming that all e o o ies a e
embedded, Beckert finally finds himself stuck in a problem for which there is no apparent
solution. Here are his own words:
Ho e e , e edded ess does ot p o ide a theo eti al pe spe ti e i fo i g us a out the
specific characteristics of the embeddedness of modern capitalist economies. The strong
emphasis on similarities of economic systems across time and space, based on the notion of
embeddedness, impedes the development of conceptual tools to address differences between
economic configurations and, in particular, the specificity of the organization of modern
capitalist economies. (Beckert, 2007: 19, emphasis added)

These few lines actually summarize my critique of NES s u de sta di g of the o ept of
embeddedness. But let us stay with Beckert: This leaves us with an economic sociology that
is unspecific with regard to the structural changes taking place in the organization of the
economy with the development of modern capitalism. After all: All economies are
embedded Beckert, 2007: 19, emphasis added).
In short, Beckert sides with NE“ s dominant trend, according to which all economies –
including the capitalist economy – are embedded. Contrary to most of his colleagues,
however, he is aware of the ensuing problem – actually a contradiction, in my view: how is
one to highlight the uniquely exceptional character of the modern capitalist market
economy? The problem just does not arise within NES because the discipline acknowledges
o su h u i ue ess: the apitalist e o o

is just a othe e o o y, with nothing to make

it stand apart from other economies of the past. Once the features of the capitalist economy
are ontologyzed, it may sound odd to call it a dise

edded e o o

– and that is the

extraordinary statement, if there is one.
We may then conclude that the concept of embeddedness
has allowed for a concentration [of NES] on meso and micro level processes of economic
organization and relieved sociologists from the task of addressing socioeconomic development
at the a o le el. […] We need a historical perspective if we are to understand the specific
ways in which economic action is [dis]embedded in [from] institutions and social structures of
modern societies. (Beckert, 2007: 19)
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3.3. Critical assessment

The views held by Randles (2003), Lie (1991) and Gemici (2008) seem to be good examples
of the dominant positions within NES, providing us with a suitable starting point for a critical
assessment of it. In The Great Transformation, according to Randles (2003: 420-421), Polanyi
admits that

a kets a

e dise

edded; ut i

The E o o

as I stituted P o ess

disembeddedness is just a (theoretical) possibility, since markets are, in a way,
institutionalized. Lie (1991: 219-223) tells us that the e

edded ess thesis, according to

which every economic activity and institution is enmeshed in social relations and
institutions, is a good theoretical basis for NES, but that Polanyi is wrong in that he does not
embed the concept of market. The thesis should therefore be taken to its logical conclusion
so that markets too are embedded and properly treated as social networks or organizations
constituted by traders. Gemici points out that very same contradiction, and he comes to the
conclusion that All economies are embedded since economic life is a socially instituted and
organized process 2008: 9). Yet, it should also be pointed out, in order to avoid confusion,
that institutionalization and embeddedness are not synonymous for Polanyi.11
Market exchange as a form of integration presents itself as an institutional pattern
constituted by a system of price-making markets, but it is precisely the (autonomous) action
of this institutional mechanism that causes the economy to be disembedded. Polanyi defines
the economy in terms of an instituted process comprising two levels, one of which has to do
ith

a s i te a tio

ith his atu al a d so ial su ou di gs, the othe

efe i g to the

institutionalization of that process. Every economy, regardless of its dominant form of
integration, partakes of these characteristics. It seems obvious, therefore, that Polanyi in no
way denies this relationship between the human economy and the social system. What
happens is that, under capitalism, all social considerations, motivations, and values take a
back seat to the empirically acquired primacy of the economy, which becomes autonomous
from all (conscious) social control. According to Polanyi, in a post-capitalist society – namely
once the fictitious commodity nature of labor, land and money is abolished – social
regulation will take the form of a democratic, participatory management of the production
process, through the intervention of such institutions as the state, the trade unions, the
cooperative, the factory, the township, the school, the church, etc. (Polanyi, 2000: 290-292).
11

On the difference between protectionism and re-embeddedness – which is also among the most common
confusions, especially in globalization-related research – see Lacher (1999: 345-346).
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One might then sa that the e o o

a

ot e so ial if so iet – meaning the people

that comprise it and the institutions they create – is unable to run it, so that it is people who
are controlled and have their destinies defined by it instead. Of course there is always a
connection of […] economic exchange with some set of social structural and cultural
elements in the social systems

Ba e ,

:

. Under capitalism, however, such

connection does not take the form of interdependence but rather of the primacy of the
economy over the entire social system. That is precisely why Polanyi speaks of
disembeddedness with regard to this type of economy.
Let us challenge Granovetter by saying that while it is true that human action is
embedded in concrete, ongoing systems of social relations

:

, those systems are

in turn framed, and largely determined by, a disembedded economy. They belong in a wider
frame of reference characterized by an economy that evades human control, that is alien to
humans and that overpowers them. It is not the economy that is framed by the social
system, but rather the social system that is framed by the economy.
One may conclude by stating that whereas Polanyi proposes to study the place of the
economy in different societies, NES claims that the place and the role of the economy are
always and essentially very much the same. Just like the formalists in the field of economic
anthropology, NES ends up committing the so- alled e o o isti fallacy,

hi h o sists of

automatically and uncritically equating the economy with its market shape (Polanyi, 1968a).

4. By way of conclusion
The disembeddedness of the economy – i.e., its detachment from society – marked the
historical rise of an automatic system of price-making markets. In every society before that,
the economy had always been embedded or immersed in the social system (a statement
which has nothing to do with either the desirability, the merits or the shortcomings of such
societies). The efo e the

e

edded

o dise

edded

nature of a given economy,

according to Polanyi, is closely dependent on the presence (or absence) of a system of pricemaking markets, that is, of its either being a market economy or not. Within capitalist
society the economy takes on a life of its own, heedless of human will – and I believe this to
e the e

esse e of dise

edded ess. In this sense it is easy to understand why, at

least according to the meaning conferred on the concept by Polanyi, modern economies can

137

RCCS Annual Review, 3, October 2011

e e

e ie ed as e

Karl Polanyi and the New Economic Sociology

edded i so iet , e ause the re-embedded ess of the e o o

requires that we move beyond its current form.
By not acknowledging the unique nature of the market economy and the absolute
exceptionalism of capitalism in the history of human societies, NES irretrievably moves away
from the meaning originally given by Polanyi to the concept of (dis)embeddedness. As
Randles rightly notes, there seems to be in NES a tendency toward
an overly fragmented (and fragmenting) secondary appropriation of Polanyi. Nowadays
Pola i s a e is ofte used as a fashio a le la el o o e ie t poi t of e t i to a
argument which thenceforth bears little resemblance, and offers little analysis—supportive,
critical or otherwise—of the totalit of Pola i s
iti g. Pe haps this is hat o e s
Polanyi-Le itt [Pola i s daughte ] he she efe s to the pote tial a use of the Polanyi
legacy. (Randles, 2003: 418)

It was Polanyi s i te t not just to analyze, but most of all to critique the capitalist
economy and to expose its profoundly nefarious effects on both humans and nature. Any
view that fails to take that critical dimension into account – selectively appropriating a
o ept a d o itti g th ough ig o a e? all the est of the autho s theo eti al a d
analytical framework, as well as how it relates to the concept – will never earn the right to
claim the Polanyian legacy. That is why it is erroneous nowadays to say, in the context of
NES, that we are all Polanyians now
honor to Pola i s

Be ke t,

:

. This misunderstanding does no

e o .

Translated by João Paulo Moreira
Revised by Teresa Tavares
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