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ABSTRACT

This paper advocates the application to global finance of one of the central heuristics of

science studies: open the black box. Black boxes are devices, practices, or

organizations that are opaque to outsiders, often because their contents are regarded

as ‘technical’. The goal of opening black boxes is to discover how they are kept opaque;

how they structure their ‘contexts’; and how those contexts are inscribed within them.

Four types of black box in finance are discussed: option pricing theory; arbitrage;

‘ethnoaccountancy’; and regulation. The limitations of the opening of black boxes as an

oppositional strategy are also discussed.
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Notes

1 The introduction to the field that best captures this diversity is Biagioli's reader

(Biagioli 1999).

2 See, e.g., Brügger (2000), Izquierdo (1998), Izquierdo (2001), Knorr Cetina and

Bruegger (2000) and (2002), Lépinay and Rousseau (2000), Millo (forthcoming a & b),

Muniesa (2000a), 2000b, and 2003), Preda (2001) and (2002)

3 See Godechot (2000) and (2001), p. 218-30). My own fieldwork amongst Chicago

derivatives traders also suggests a prevalence of chartist beliefs and practices that

would be surprising to the financial economist.

4 A high proportion of the written records of ancient civilizations is comprised of records

of ownership and taxation: ‘The earliest known written documents – marks baked in

clay – are tallies of livestock, grain, and oil,’ writes McMillan (2002, 4).

5 I think I owe this formulation to a remark by Sheila Jasanoff, although the heuristic

itself is widely shared.

6 See, e.g., Latour (1987), but again the heuristic is pervasive.

7 See, e.g., Rosenberg (1982), although from the perspective of more recent science

and technology studies Rosenberg lifts the box's lid only partially. Market microstructure
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theory is another form of ‘black box opening’ (see Madhavan and Panchapagesan

2000). For its relations to science-studies approaches see Muniesa (2003).

8 This is, in a sense, simply the Weberian account of bureaucracy: see Weber (1970)

9 See, e.g., Giddens (1990).

10 This critique is, of course, the basis of the infamous ‘science wars.’ My thoughts on

these will be found in MacKenzie (2002).

11 Perhaps most vocal in this critique has been Langdon Winner e.g. Winner (1993.).

12 See MacKenzie (1990, pp. 209-214) for a discussion of the design of accelerometers

and of the bearings upon which their gyroscope wheels spin.

13 MacKenzie (2003c).

14 There was much earlier work on option pricing by Bachelier (1900)., which was not

taken up for fifty years.

15 To short sell an asset is to sell an asset one does not own, for example by borrowing

it, selling it, and later repurchasing and returning it. A short seller profits from a price

decline, because the asset can be repurchased for less than the proceeds of the initial

sale.

16 See the remarks of a trader quoted by Godechot (2001, p. 227-8)

17 A ‘derivative’ is a security or contract the price of which depends upon the price of

another asset (or index level or interest rate): an option is one example of a derivative

in that its price depends upon that of the block of shares or other underlying asset.

18 Data from Bank for International Settlements, www.bis.org

19 For details, see MacKenzie and Millo (2003).

20 See especially Beunza and Stark (2002). A number of studies, for example in the

sociology of the financial markets, have examined traders at least some of whose

trades are arbitrages, but without focusing specifically on arbitrage.

21 See MacKenzie (2003b).

http://www.bis.org/


22 The figures for total returns are calculated from the data in Perold (1999. A19); the

figures for returns net of fees are taken from Perold (1999. A2).

23 The consequent demands for capital would lead most economists to argue that what

LTCM did was therefore not ‘really’ arbitrage. The response is simple (see Shleifer and

Vishny 1997.): much real-world arbitrage, including the real-world counterparts of some

of the classic arbitrages of finance theory, demands capital and involves at least some

risk. See MacKenzie and Millo (2003) on options arbitrage.

24 This is the key insight of Shleifer and Vishny (1997), a prescient piece of work in that

it models one key feature of 1998: the flight of arbitrage capital in the face of improving

arbitrage opportunities. It does not, however, model the other key feature: the imitative

superportfolio. For Shleifer's own remarks on LTCM, see Shleifer (2000), (107-111).

25 Since completing the first draft of this article I discovered an excellent study in the

‘law and economics’ tradition of the regulatory background to single-stock futures:

Partnoy (2001).

26 Q.v. Douglas (1970). Millo (forthcoming b) .discusses the key outcome of SEC-CFTC

negotiation: the Shad-Johnson Accord. It is telling that regulatory bodies should have

needed this ‘peace treaty.’

27 See Partnoy (2003) on the barriers to short selling. Of course one should not

exaggerate these barriers. Thus Harvard University's endowment fund took a large

short position on Enron via the hedge fund Highfields Capital Management (Bryce 2002:

268) and must have profited handsomely from so doing.

28 In principle, a futures contract requires delivery of the underlying asset at the

contract's maturity. In practice, delivery is seldom or never required, and economically

equivalent gains or losses are achieved by futures exchanges requiring daily payment

or refund of balances held by the exchange clearing house.

29 A particular issue in 1987 was the large-scale employment of portfolio insurance, a

technique based on Black-Scholes-Merton option pricing that sets a ‘floor’ to losses.

Purchase of portfolio insurance is a means of expressing a negative opinion – the fear

that stocks are overpriced and will crash – but one whose most important effects are

delayed: the technique requires increased sales of stock or of index futures as prices

fall. For its possible contribution to the 1987 crash, see MacKenzie (forthcoming b).



Related Research Data

The Rise of the Popular Investor: Financial Knowledge and Investing in England and

France, 1840–1880

Source: Sociological Quarterly

An Equation and its Worlds

Source: Social Studies of Science

Global Microstructures: The Virtual Societies of Financial Markets

Source: American Journal of Sociology

Dividend Policy, Growth, and the Valuation of Shares

Source: The Journal of Business

Upon Opening the Black Box and Finding It Empty: Social Constructivism and the

Philosophy of Technology

Source: Science Technology & Human Values

Earnings management to avoid earnings decreases and losses

Source: Journal of Accounting and Economics

Inefficient Markets

Source: Unknown Repository

Global Capital and National Governments

Source: Unknown Repository

Le bazar de la rationalité. Vers une sociologie des formes concrètes de raisonnement

30 Underhill argues that most scholars in international political economy ‘despite their

protestations, still see the state and the market as separate and indeed antagonistic

dynamics’ (Underhill 2000, p. 808).

31 That does not imply that American investment banks, hedge funds, etc., are

necessarily highly regulated, because such entities have a considerable degree of

discretion as to the jurisdictions within which they operate. Since completing the first

draft of this article, I discovered Vogel's fine study of liberalization in Britain and Japan.

His title, Freer Markets, More Rules (Vogel 1996), captures precisely the point I wish to

make.

32 That an interview is an act of hospitality that imposes obligations can be forgotten

when, as is overwhelmingly the case in the social sciences in general, the interviewee

is lower in the socio-economic scale or otherwise less powerful than the interviewer.

Obligations to the less powerful are, of course, notoriously easier to ignore.

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1533-8525.2001.tb00031.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0306312703336002&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F341045&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F294442&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F016224399301800306&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0165-4101%252897%252900017-7&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252F0198292279.001.0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fcbo9780511615672&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3406%252Fpolix.2000.1118&type=Scholix


Source: Politix

The information content of losses

Source: Journal of Accounting and Economics

Un robot walrasien. Cotation électronique et justesse de la découverte des prix

Source: Politix

Ambiguous numbers: Trading technologies and interpretation in financial markets

Source: American Ethnologist

Theory of Rational Option Pricing

Source: The Bell Journal of Economics and Management Science

Bookkeeping, accounting, calculative practice: the sociological suspense of calculation

Source: Critical Perspectives on Accounting

Long-Term Capital Management and the sociology of arbitrage

Source: Economy and Society

RELIABILITY AT RISK The supervision of financial models as a case study for reflexive

economic sociology

Source: European Societies

Tests of Market Efficiency of the Chicago Board Options Exchange

Source: The Journal of Business

Social Life as Bootstrapped Induction

Source: Sociology

Social Connectivities in Global Financial Markets

Source: Environment and Planning D Society and Space

Price Discovery in Auction Markets: A Look Inside the Black Box

Source: Review of Financial Studies

Les trolls sont-ils incompétents ? Enquête sur les financiers amateurs

Source: Politix

The big, bad wolf and the rational market: portfolio insurance, the 1987 crash and the

performativity of economics

Source: Economy and Society

Negotiating a Market, Performing Theory: The Historical Sociology of a Financial

Derivatives Exchange

Source: SSRN Electronic Journal

Market as an Object of Attachment: Exploring Postsocial Relations in Financial Markets

Source: Economic Sociology

Option Pricing and Replication with Transactions Costs

Source: The Journal of Finance

Working rich

Source: Unknown Repository

Organised detachment: Clearinghouse mechanisms in financial markets

Source: Information and Organization

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0165-4101%252895%252900397-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3406%252Fpolix.2000.1122&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1525%252Fae.2003.30.2.258&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3003143&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1006%252Fcpac.2002.0528&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F03085140303130&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F14616690120046950&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F295929&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0038038583017004004&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1068%252Fd317t&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Frfs%252F13.3.627&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3406%252Fpolix.2000.1120&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F0308514042000225680&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.279029&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.17323%252F1726-3247-2005-2-29-49&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2328113&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3917%252Fdec.godec.2007.01&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.infoandorg.2005.02.003&type=Scholix


The Pricing of Options and Corporate Liabilities

Source: Unknown Repository

State, market, and global political economy: genealogy of an (inter-?) discipline

Source: International Affairs

The material production of virtuality: innovation, cultural geography and facticity in

derivatives markets

Source: Economy and Society

Nonparametric Tests of Alternative Option Pricing Models Using All Reported Trades

and Quotes on the 30 Most Active CBOE Option Classes from August 23, 1976 through

August 31, 1978

Source: The Journal of Finance

Transparency and Liquidity: A Study of Block Trades on the London Stock Exchange

under Different Publication Rules

Source: The Journal of Finance

Théorie de la spéculation

Source: Annales Scientifiques de l École Normale Supérieure

El declive de los grandes números: Benoit Mandelbrot y la estadística social

Source: EMPIRIA: Revista de Metodología de Ciencias Sociales

Tools of the trade: the socio-technology of arbitrage in a Wall Street trading room

Source: Industrial and Corporate Change

The Limits of Arbitrage

Source: The Journal of Finance

Les traders

Source: Unknown Repository

An Engine, Not a Camera

Source: Unknown Repository

Purity and Danger: An Analysis of Concepts of Pollution and Taboo.

Source: Man

Socio-Technical Agency in Financial Markets

Source: Social Studies of Science

Constructing a Market, Performing a Theory: The Historical Sociology of a Financial

Derivatives Exchange

Source: Unknown Repository

Differences of Opinion, Short-Sales Constraints, and Market Crashes

Source: Review of Financial Studies

The Valuation of Option Contracts and a Test of Market Efficiency

Source: The Journal of Finance

The Noise Trader Approach to Finance

Source: The Journal of Economic Perspectives

Framing Finance

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1142%252F9789814759588_0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1468-2346.00166&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F03085140701428332&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1985.tb04967.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1996.tb05225.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.24033%252Fasens.476&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.5944%252Fempiria.1.1998.707&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Ficc%252Fdth015&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1997.tb03807.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3917%252Fdec.godec.2005.01&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.7551%252Fmitpress%252F9780262134606.001.0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2798681&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0306312706059543&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.4324%252F9780429494338-15&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Frfs%252Fhhg006&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2978484&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1257%252Fjep.4.2.19&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.7208%252Fchicago%252F9780226679334.001.0001&type=Scholix


Source: Unknown Repository

Contenir le marché : la transition de la criée à la cotation électronique à la Bourse

de Paris

Source: Sociologie du Travail

THE VALUATION OF OPTION CONTRACTS AND A TEST OF MARKET EFFICIENCY

Source: The Journal of Finance

A Price is a Social Thing: Towards a Material Sociology of Arbitrage

Source: Organization Studies

Accounting, professions and regulation: Locating the sites of professionalization

Source: Accounting Organizations and Society

Inhabiting Technology: The Global Lifeform of Financial Markets

Source: Current Sociology

 

Linking provided by  

Related research 

Recommended articles Cited by 

114

Economization, part 1: shifting attention from the economy towards processes of economization

Koray Çalışkan et al.

Economy and Society

Published online: 17 Aug 2009



Understanding technological change in global finance through infrastructures: Introduction to Review of

International Political Economy Special Issue ‘The Chang...

Nick Bernards et al.

Review of International Political Economy

Published online: 26 Jun 2019



From performativity to political economy: index investing, ETFs and asset manager capitalism

Benjamin Braun

New Political Economy

Published online: 29 Oct 2015



View more





People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.soctra.2005.10.004&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1972.tb00969.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0170840606065923&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.aos.2006.03.003&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0011392102050003006&type=Scholix
https://scholexplorer.openaire.eu/
https://www.tandfonline.com/doi/full/10.1080/03085140903020580?src=recsys
https://www.tandfonline.com/author/%C3%87al%C4%B1%C5%9Fkan%2C+Koray
https://www.tandfonline.com/doi/full/10.1080/09692290.2019.1625420?src=recsys
https://www.tandfonline.com/author/Bernards%2C+Nick
https://www.tandfonline.com/doi/full/10.1080/13563467.2016.1094045?src=recsys
https://www.tandfonline.com/author/Braun%2C+Benjamin


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

