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Some Considerations on the Causes of
Structural Change in Financial Markets

J. A. Kregel

Economic theory has never had a great deal to say about
markets, much less about financial markets, and even less to say
about changes in institutional structures. It is thus something of a
paradox that economic theory, and in particular general equi-
librium theory, has attempted to generalize a particular form of
financial market organization to the analysis of the operation of
markets in general. Because of the insistence that general equi-
librium theory is independent of any particular institutional
structure of the economy, some critics have concentrated on the
unrealistic nature of the ideal market form implicitly assumed in
the theory, rather than on the real problem, which is the
presumption that this ideal form is universal.

Walras’s description cannot be faulted for lack of realism. It
can be faulted because it only applies to some financial markets.
The London gold pool fixes prices just as Walras described, and
Keynes is witness that Walras based his idealized version of the
process of price determination on the Paris Bourse [Hicks 1982,
296).

The author is Professor of Political Economy, University of Bologna. This paper,
which represenls a summary of work carried out within the research group
"Non-competitive Market Forms and Economic Dynamics” sponsored by a Ministry
of University, Scientific and Technological Research (MURST 40 percent) research
grani, was presented al the annual meeting of AFEE in New Orleans, Louisiana,
January 1992 as a result of a travel grant from the [talian National Research
Council (CNR).
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