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304 PETER KOLLOCK AND E. RUSSELL BRAZIEL

gasoline are not substitutable in use, their prices move in a highly correlated way,
meaning one can have a single, liquid futures contract that allows various market
participants to manage price risk. From the perspective of those trading the financial
instrument, it is all one huge market. But for the buyer in Poughkeepsiec who has to
deal with the actual physical good, it is not the same product at all — he needs a
particular, customized blend of gasoline. The prices move the same across the dif-
ferent sub-markets, but the product is not the same in actual use.

17. This phrase is thanks to Paul DiMaggio, from his comments during a pres-
entation of an earlier draft.

18. More formally, contracts are necessarily incomplete “if human agents are
subject to bounded rationality and if contracts are executed under conditions of
uncertainty” (Williamson, 1985, pp. 181-182), as will inevitably be the case.

19. Portions of this discussion are taken from Kollock and Jaycobs (2000).

20. Ironically, this is a case in which the very efficiencies of the Internet led to
inappropriate designs. The fact that the Internet makes it possible to create a market
that is open all-day-everyday led many to design their markets in this fashion as a
“feature.” But of what use is an always-open market if the few initial users do not
find each other? Historically, markets often emerge at first as call markets, in which
“all traders trade at the same time when the market is called” (Harris, 2003, p. 90).
More than 50 years passed between the emergence of call markets at the New York
Stock Exchange and the establishment of continuous trading. Call markets served to
concentrate transaction density in order to create periods of liquidity and lower the
participation costs of traders.

21. Though on different systems: AOL IM is used in the gasoline market, while
Yahoo IM is used in the crude oil market.

22. An attempt to build online technology that matched the trading behavior in
sub-markets was attempted by the second author in 2001, though the economic
climate at the time was unfavorable to new technology initiatives.

ACKNOWLEDGMENTS

We thank Angela Jamison for her help in this project and Russell Sage
Foundation for financial support. We also thank Paul DiMaggio for com-
ments on an earlier draft.

REFERENCES

Abolafia, M. Y. (1996). Making markets: Opportunism and restraint on Wall Street. Cambridge,
MA: Harvard University Press.

Alsop, S. (1999). Is there an Amazon.com for every industry. Fortune, 139(1), 159-160.

Baker, W. (1984). The social structure of a national securities market. dmerican Journal of
Sociology, 89, 775-811.

Baker, G., Gibbons, R., & Murphy, K. I. (2002). Relational contracts and the theory of the

firm. Quarterly Journal of Economics, 117(1), 39-83.

How Not to Build an Online Market 305

Barlas, D. (2000). Dell debuts B2B marketplace: Enterprise named strategic partner. Line56, 20
September. http://www.line56.com/articles/default.asp?ArticlelD = 1376. Retrieved 20
August 2005.

Bestor, T. C. (2004). Tsukiji: The fish market at the center of the world. Berkeley, CA: University
of California Press.

Beunza, D., & Stark, D. (2004). Tool of the trade: The socio-technology of arbitrage in a Wall
Street trading room. Industrial and Corporate Change, 12(2), 369-400.

Braziel, E. R. (1999). Fat Butterfly: Understanding dynamic trade exchanges. NetMarket
Makers, http://www.netmarketmakers.com. Retrieved 12 July.

Braziel, E. R. (2001). Delivering liquidity: Intermediaries gain new respect. @Markets, January/
February, pp. 20-24.

Braziel, E. R., & McAfee, A. (2001). Death of the Fat Butterfly. White paper, Netrana. http://
www.netrana.com/Documents/Butterfly_822.PDF. Retrieved 20 August 2005.

Elisworth, M. (2001). B2B exchanges have lost $1 billion. Stratvantage, http://www.
stratvantage.com/news/041601.htm. Retrieved 20 August 2005.

Fafchamps, M. (2002). Spontaneous market emergence. Topics in Theoretical Economics,
2(1, article 2), http://www.bepress.com/bejte/topics/voi2/issl /art2. Retrieved 20 August
2005.

Fafchamps, M., & Minten, M. (2001). Property rights in a flea market economy. Economic
Development and Cultural Change, 49(2), 229-268.

Fafchamps, M., & Minten, M. (2002). Returns 1o social network capital among traders. Oxford
Economic Papers, 54(April).

Granovetter, M, (1985). Economic action and social structure: The problem of embeddedness.
American Journal of Sociology, 91, 481-510.

Hammer, M. (2000). The myth of disintermediation. Jnformation Weelk Online, 10 July, http://
www.informationweek.com/794/94uwmh.htm. Retrieved 20 August 2005.

Harris, L. (2003). Trading and exchanges: Muarket microstructure for practitioners. New York:
Oxford University Press.

Hart, K. (1988). Kinship, contract, and trust: The economic organization of migrants in an
Aftican city slum. In: D. Gambetta (Ed.), Trust: Making and breaking cooperative re-
lations (pp. 176-193). New York: Basil Blackwell.

Hof, R. (1999). A new era of bright hopes and terrible fears. Business Weel, 4 October, 84-98.

Kollock, P., & Braziel, E. R. (Forthcoming). Markets in Practice. Manuscript in progress.

Kollock, P., & Jaycobs, R. (2000). Liquidity countdown. Futures and Options World, Septem-
ber, pp. 10-15.

Kollock, P., & Jaycobs, R. (2001). Liquidity myths. @Markets, January/February, pp. 15-19.

Kuttner, R. (1998). Bill Gates, Robber Baron. Business Week, 19 January. http://www.
businessweek.com/1998/03/b3561030.htm. Retrieved 20 August 2005.

Lux, H. (1996). Shaw chairman predicts major impact from Internet; new products and services
seen for retail investors. Investment Dealers’ Digest, 8 July, 11.

Macaulay, S. (1963). Non-contractual relations in business: A preliminary study. American
Sociological Review, 28, 55-67.

Mack, G. (1997). Is trading without the market maker possible?: Living in the strange world of
disintermediation. Traders Magazine, 10(120), 42, 46, 49.

Mayfield, R. (2005). Relationships over transactions: A learning from the bubble. Weblog, 9 March,
http:/fross.typepad.com/blog/2005/03/relationships_o.html. Retrieved 20 August 2005.

McFadden, D. (2006). Free markets and fetiered consumers. Boston, MA: American Economic
Association Presidential Address.




306 PETER KOLLOCK AND E. RUSSELL BRAZIEL

Riley, B. (1989). The long view; cutting out the piggy in the middle. The Financial Times, 20 May, 1.

Roddy, D. J. (1999). Online B2B exchanges: The new economics of markets. White paper,
Deloitte Research.

Sculley, A.. & Woods, W. (1999). B2B exchanges: The killer application in the business-
to-business internet revolution. New York: HarperBusiness.

Taylor, P. (1998). Middle men deleted as the word spreads: Paul Taylor looks at how far
electronic information will erode the role of broker between producer and consumer. The
Financial Times, 27 October, 15.

Uzzi, B. (1996). The sources and consequences of embeddedness for the economic performance
of organizations: The network effect. American Sociological Review, 61, 674-698.

Uzzi, B. (1997). Social structure and competition in interfirm networks: The paradox of em-
beddedness. Administrative Science Quarterly, 42, 35-67.

Williamson, O. (1985). Assessing contract. Journal of Law, Economics and Organization, 1(1),
177-208.

Xavier, M. J. (1999). Disintermediation — a new buzz word in business. Businessline, 12 May.

SET UP A CONTINUATION ORDER

TODAY!

Did you know that you can set up a continuation order on all Elsevier-JAl
series and have each new volume sent directly to you upon publication?
For details on how to set up a continuation order,
contact your nearest regional sales office listed below.

To view related series in Business & Management,

please visit:

www.elsevier.com/businessandmanagement

The Americas

Customer Service Department
11830 Westline Industrial Drive
St. Louis, MO 63146

USA

US customers:

Tel: +1 800 545 2522 (Toll-free
number)

Fax: +1 800 535 9935

For Customers outside US:
Tel: +1 800 460 3110 (Toll-free
number)

Fax: +1 314 453 7095
usbkinfo@ealsevier.com

Europe, Middle East & Africa
Customer Service Department
Linacre House

Jordan Hill

Oxford OX2 8DP

UK

Tel: +44 (0) 1865 474140

Fax: +44 (0) 1865 474141
eurcbkinfo@elsavier com

Japan
Customer Service Department

2F Higashi Azabu, 1 Chome
Bldg

1-9-15 Higashi Azabu, Minato-
ku

Tokyo 106-0044

Japan

Tel: +81 3 3589 6370

Fax: +81 3 3589 6371
books@@elsevieriapan.com

APAC

Customer Service Department
3 Killiney Road #08-01
Winsland House |

Singapore 239519

Tel: +65 6349 0222

Fax: +65 6733 1510
asiainfo@eals .COl

Australia & New Zealand
Customer Service Department
30-52 Smidmore Street
Marrickville, New South Wales
2204

Australia

Tel: +61 (02) 9517 8999

Fax: +61 (02) 9517 2249

sanvicelelsaviar.com.au

30% Discount for Authors

on All Bools!

A 30% discount is available to Elsevier book and journal
contributors on all books (except multi-volume reference works).

To claim your discount, full payment is required with your order,
which must be sent directly to the publisher at
the nearest regional sales office above.




Social Psychology of the Workplace

Advances in Group Processes publishes theoretical analyses, reviews and theory based empiricat
chapters on group phenomena. Volume 23 includes papers that address fundamental issues
relating to the Social Psychology of the Workplace. Chapter one uses a social identity perspective
to understand the emergence of social capital and cooperative behavior in the workplace.

The second and third chapters address issues of leadership. Chapter two reviews the social
psychological literature on leadership, and contrasts this with leadership literatures which tend
to be more applied (and positive) in nature. The third chapter offers a new theory of leadership
that centers on the importance of leadership vision and self-sacrifice. As a group, these chapters
address new empirical and theoretical problems at the cutting edge of workplace research.

The next two chapters take on issues related to gender and inequality. Chapter four compares

and contrasts two classes of theoretical explanations for gender inequality: economic theories

of statistical discrimination and social psychological theories of status discrimination. After
evaluating both programs of research, the paper illustrates how status based theories may be
relaxed to encompass more of the empirical landscape. The next chapter examines how legitimacy
(or a lack thereof) in male or female dominated organizations can produce salient gender
stereotypes. The authors report data from a new laboratory experiment, and find support for a
number of the basic relationships that are predicted. Readers interested in issues pertaining to
gender in the workplace should find both chapters appealing.

Issues of power and status are at the core of the next chapters. Chapter six asserts that the
concept of “hierarchy” has been neglected in a number of research areas in the organizational
domain. The paper shows how greater attention to status and power hierarchies can increase
our understanding of group decision making, conflict management, and performance. Chapter
seven illustrates how principles from network exchange theory and expectation states theory are
broadly applicable to issues of leadership in organizations and academia. Together, these two
chapters make a strong case that theories of power and status have much to offer in explaining
the social psychology of the workplace.

Two chapters address issues of legitimacy. Chapter eight explores how procedural justice and
collective legitimacy jointly produce negative emotions in the workplace. This chapter develops
a number of hypotheses regarding how it is that collective legitimacy impacts perceptions

of procedural justice when people do not receive the rewards that they expect. Chapter nine
theoretically distills the relationship between legitimacy and trust, focusing specifically on ways
that these processes interface with research on leadership in organizations.

The final two chapters explore some of the broader social psychological issues of the workplace.
Chapter ten draws on the larger identity maintenance literature to explain selective identity
preference in occupational settings. Specifically, the paper details how individuals choose

among potential future identities when all other benefits are essentially the same. The final
chapter explores the emergence of propane markets in the southern United States, documenting
the theoretical principles of market structure and cataloguing the problems such markets face.
Overall, the volume includes papers that reflect a wide range of theoretical approaches to the
social psychology of the workplace, and contributions by major scholars from multiple disciplines
that work in the general area of group processes.

Series information at: http://www.elsevier.com/locate/series/agp

il




