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Abstract

The ‘market for information’ (MFI) is a hidden bsubstantial mechanism in the world of
accounting and finance connecting information aboampanies to the stock market via
intermediaries. This paper seeks to extend uratedstg of the ‘market for information’ (MFI)
through field research and theoretical development.

Field studies are used to develop an ‘empiricakatave’ for the MFI. The MFI involves
economic, knowledge and social processes in pramycexchange, and use of information.
Knowledge and social contexts are central to MBhetnic processes, in MFI firms and in their
individual agents and decision teams. The latteluge, inter alia, company top management,
fund managers and analysts. A MFI ‘change spimaloives interactions within and between
economic, knowledge and social change processks. ifflvolves mutual and reciprocal changes
in these elements. Theory has to match the empmamaative and phenomena to offer a more
comprehensive explanation of the MFI. Conventidimgince theory provides a traditional way to
interpret economic aspects of empirical findingewidver major failures in this market and in
understanding the MFI during the financial crise&sé& been attributed in part to this framework.
The field studies have begun to recognise the #tieat and operational problentsit in a
piecemeal way As a result this paper seeks to develop theegmnal framework to analyse these
issues in a more comprehensive manner.

The paper develops a new conceptual framework beofetical narrative’ to extend
understanding of the MFI. This uses Stones’s (20€tong structuration’ theory to interpret
MFI empirical findings. It is also used as a conmamsive theoretical ‘umbrella’ for connecting
literature relevant to interpretation of empirifaldings. Stones (2005) and related literature are
employed to interpratngoing MFI processes and structures. Stones (2005) amtbivig (1995)
‘financial innovation spiral’ are used to expldomger term structural change and evolutionary
processes in the MFI. Both sources are jointly useidterpret mutual and reciprocal changes in
economic systems, knowledge creation and sociattsites. This reveals the opportunities for
further theoretical development to both Stones $20€trong structuration’ theory and Merton’s
(1995) ‘financial innovation spiral’. It shows tleembined relevance of these theoretical sources
to the study of accounting and finance phenomera @aces finance theory in a wider
explanatory context. The paper demonstrates thedh&rent combination of new empirical
narrative and theoretical narrative is essentialdéwelop policy prescriptions to deal with
problems and change in the MFI.

1. Introduction

Golden-Biddle and Locke, (2007) distinguish betwedrat they call ‘field based stories’ and ‘theareti
stories’. In this paper ‘field based stories’ reféo the empirical findings about the changinginfation
activities and intermediation processes in the wid&l. The ‘theoretical story’ is based on exigtin
theoretical conversations in a field and it ideesfthe area of studies ‘to which researcher’s mled
theorizing can make a contribution’ (p122, Lock8p2®).This refers to a range of conventional literat

and theory in finance, management, behaviour, kmproof finance, and institutional setting. Thisppa



aims to develop both the empirical narrative argbthtical narrative concerning the MFI, its ageartd
their parent firms.

Section 2 of the paper seeks to undetstlhe ‘market for information’ (MFI) through a ramgf
field research studies. Section 2 reviews thesditgiine studies and summarises the main empirical
constructs derived from this research in an engdinoodel of the MFI. The field studies reveal major
areas of empirical constructs in MFI agents, pafents and the MFI including ideas of domains,
elements, interactions, time, change, and specialiles and purpose. In section 3 these empirical
constructs are connected in an ‘empirical narrabvelynamic model of the MFI.

The MFI empirical constructs are the basiglieoretical interpretation in sections 4, 5, &nection
4 discusses how conventional finance theory prevaléraditional way to interpret economic aspeéts o
the empirical findings. However, there are majoritations to this conventional theoretical approank
these contribute to problems in MFI functioningn addition, major failures in this market and in
understanding the MFI during the financial crisiavé been attributed in part to this conventional
framework. The field studies have recognised tieertttical and operational problems concerning tké M
but in a piecemeal wayAs a result this paper seeks to develop theaginal framework to incorporate
these issues in a more responsive manner.

Novel approaches are developed in sectoasd 6 to extend the theoretical framework, thical
narrative, and empirical interpretation. Thesel@aeghow knowledge, social and behavioural facpiay
a role in enhancing company management, analystafRll wider MFI economic processes. In particular,
Stones’s (2005) ‘strong structuration’ theory i®disn two complementary ways. It is used to intetrpr
empirical findings on the MFI and its ‘local’ ‘fimae and investment society’. Stones (2005) is adsal
as a comprehensive theoretical ‘umbrella’ for cating and exploiting a wide range of literaturesxent
to interpretation of the empirical findings. Inditibn in section 6, Merton’s ‘financial innovatia@piral’
(1995) is used to interpret the economic changegs®in ‘information firms’ and their agents in t€l.
This idea of a change spiral is extended to inclobdanges in knowledge and social structus¢ones
(2005) ‘strong structuration theory’ and Merton 959 are jointly used to interpret mutual and remgad
changes in economic systems, knowledge creatiors@aeidl structures. This reveals the opportunites
further theoretical development to both Stones %208trong structuration’ theory and Merton’s (1995
‘financial innovation spiral’. This paper can beeseas theoretical contribution to both Stones (2005
‘strong structuration’ theory and Merton’s (199%inancial innovation spiral’. It shows the combined
relevance of these theoretical sources to the stidgcounting and finance phenomena. Sectiont@sno
how ongoing problems with knowledge and social dextplayed a role in weakening, impeding and
eventually destabilising economic processes in Ntid, agents and their parent firms. These were
important factors in creating problems in agen e MFI, during the crisis of 2007-09. In sentibit
is argued that knowledge and social factors are pkrt of a solution. These include improved,
transparent knowledge of business models of compaanalysts, and other agents. These providepart

the building blocks to model the larger MFThey also include active use of social forces lamulvledge
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to create critical and reflexive performativity citions in analysts, FMs, other agents and the MHie
paper demonstrates that a coherent combinatioieldf fesearch (as a new empirical narrative) and ne
theoretical narrative is essential to develop goticescriptions to deal with problems, crises, ahdnge

in the MFL

2. Field studies in the market for information
Section 2 of the paper seeks to understand the&énéor information’ (MFI) through a range of fietdsearch

studies. Figure 1 illustrates a simple form of kel and three core information market firms anelittagents
involved in the field studies. These include conipanand their senior executives and corporate
communications staff. They include fund managend, @analysts as firms, teams, and individuals. &uton
involve MFI structures and states influencing MBeat actions. The actions of MFI agents and thaieipts
during ongoing information production, exchangescttisure and decisions alter individual agent amd f
states, overall MFI states and stock market stdtesy also alter ‘civil society’ states. Over émngoing
activities play a role in changing MFI structures.

Given the scope of the MFI it is diffictitt conceive of a single comprehensive field studgxplore the
nature of the MFI. However, many researchers sgcksiabins, Holland, Marston, Roberts, Barker, Chen,
Danbolt, Doran, Mayorga, Haig, Rees, Maisne, haveduacted field studiesito aspects of the ‘market for
information’ in the near twenty five years betwed90 and 2014. The sources are summarised in Table
Appendix 1 contains details of the field studiegdisThese field studies provide many insights it
workings of the MFI as seen from the perspectivepefcialised actors in the MFI. The combinatiorthefse
field studies can be interpreted as a connected cameérent grounded theory research programme to

investigate these specific areas and the wider MRk studies involved research, inter alia on;

* Company business models, the role of intangiblesiatellectualcapital in corporate value creation
and the disclosure of this information, in privated in public to a range of MFI actors such as
sell side analysts and fund managers.

* FM use of public and private information about camigs derived from companies and analysts.

* Analyst’'s use and exchange of public and privatermation about companies derived from
companies and other sources.

* FM and analysts business models, the role of theangibles and intellectual capital in
information intermediation and value creation ahd tlisclosure of this information, in private
and in public to a range of MFI actors such as camygop management.

These field studies share many common featuresasich
* Focussing on the same research setting in thedbthe ‘market for information’
* Investigating how specialist MFI actors producge and exchange information
* and how they operate in the MFI.
» These specialist actors include corporate finarmmaimunications, FMs and analysts.
» Their activities and the research topics area lasely linked to each other.
* Their collection & processing of similar qualitatidata on MFI agents and activities.
* They have used similar data types and qualitaggearch methods

The many common factors in thieeld studiesall provide a means of comparison and integratibthe
research studies.



3. What do the field studies tell us about the mandt for information?
The field studies revealed many areas of empirgmaistructs in the MFI including ideas of domains,
structures, processes, elements and actors. Tadlengharises the constructs discussed in sectidrhey
included structures, interactions (processes), iwind between firms and markets. Domains included
Economic, Knowledge/Learning, and Social conteRisrposeful processes involved Economic/Information,
Knowledge/Learning, and Social processes. Stractncluded formal and informal structures in MFI
information firms (hierarchy, social) and in markéhetworks/relationsActors or agents included Company
top management, FMs, analysts, financial mediaahdrs. The constructs involved specialist flongi
business models, aims and purpose of expert MRisfior actors. They included specialist information
activities in economic and information domains, &ndwledge and social domains (or contexts). Steon,
medium and long term time dimensions were centréthé MFI. More specifically they involved currdithe
progression, change, and ongoing outcome statemikets. Longer term change, knowledge creatiod, a
longer term evolutionary outcomes in firms and retgkvere important themes for the MFI.
An empirical narrative about the MFI

The review of prior field studies, each focagson parts of the same empirical phenomena, riltest how
many connected insights into the wider MFI phenaanean be gleaned. In this section, the major aséas
empirical constructs are connected in a dynamicahotithe MFI. The field studies reveal how theahket
for information’ (MFI) is a hidden but substantrakechanism in the world of finance connecting (infation
about) real companies (and their competitors andymt/factor markets) to financial markets sucthasstock
market (and vice versa). The ‘market for informaties an intermediary mechanism to process, craate
exchange information and knowledge (about compaanestheir transactions) for various purposes sisch
corporate valuation, assurance, and accountability.

The field studies have focussed on coreracdoch corporate executives and financial comnadioics
staff, analysts and fund managers. Table 2 higtditie central role of their distinct and specidiimctions
and aims in the MFI. They show their specialisbinfation roles and business models, and their alerdie
in both economic and social processes. Their indtion production, exchange, disclosure and dedsion
actions within the MFI network altered economicformation knowledge, and social states in individua
agents and their parent firms, and in the overdl.Mhese in turn played a role in changeiice, volume,
volatility, and liquidityin the stock market. They also interacted witlil{genced by, changed) ‘civil society’
states such as legitimacy of MFI agents and thaiemt firms and the demand for regulation. The MB$
made up of companies (and their competitors) disagp information to specialist information produocti
firms and their individual agents, and to finanaiarkets, who in turn produced information for oghélhe
MFI was made up of an informatructure of ‘relations’ and networks of specialist infornaat production
and use firms and their agents actors. The agents included corporate executives and fiaanc
communications staff, analysts, fund managers,simvent consultants, auditors, rating agencies,sinvent

banks, financial database firms, financial joustaliand news media firms, regulators and othetze MFI
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included MFIstates(within existing MFI structures) such atates of established knowledge, consensus and
reputation states (concerning companies and agérte)state outcomes included start, transient,eaiihg
states of understanding, confidence, consensusQater time they involved maintenance of social and
knowledge structures and of changes in théteractions (ongoing, current) between agents included
economic transactions, knowledge exchanges, andl sateractions. They also included ongoing intéians
between agents and their parent firm social strastand MFI social structures.  The structuraimants
provided the relatively stable organising ordealtow much informal and formal production and exuf of
information to take place between these marketigigaints and for economic transactions to take eplac
Power’s comment about financial auditing operaasgpart of a wider network of mutual assurance @nd
dependency, indicates that the ‘market for inforamatwas a key part of a ‘web of assurance thatrdoumted

to financial stability’ (Power 2009). The MFI inwed economic, knowledge and social processes. dfoimn
processes involved the production of information &nowledge for value or wealth reasons in comganie
analysts, journalists FMs and other information kaarfirms and their agents. The MFI processes also
included the impact of social and knowledge foroasthe economic processes. The economic and social
processes occurred together in a complex systatynamic interactions.

Economic processes - producing information, knowtige, judgements, decisions, outcomes

In conventional finance theory terms, the econgmizesses of MF agents, their firms and the MFHtexli to
overcome information problems between suppliers asers of risk capital. They existed to overcome
information problems between various suppliers asdrs of information in capital markets. Economic
processes such as ongoing information productimtjasures, decision actions and behaviours of emyp
executives, analysts and FMs were also much infle@rby events and by social and knowledge contextua
factors. The studies revealed how information mafikms (and their key teams and individual agemish as
company top management, analysts and FMs) facataspuablic and private disclosure choices in therket

for information. The MFI agents and firms also aglan explicit economic logic to their information
production, exchange and disclosure activities. hEégent publicly disclosed structured information
according to reporting and stock exchange requinesné\gent private disclosure content, to cliemd ather
MFI information counterparties, also incorporatestraicture based on corporate value creation sir@ictnd
narrative structure. This was critical in makingvisible” intangibles in company value creationilviis to
other MFI actors. Both ‘soft’ intangibles infortian and ‘hard’ financial information about compasiwere
produced, changed and combined in individual ag#otmation production and intermediation processes
and in wider MFI exchange processes. Subjectivecseswof information on company intangibles wereduse
numeric estimation and valuation models. Behawbissues of bias and optimism were evident invicldial
agents operating in the MFI.

More specifically, each of the information marketfs, their agents, and other MFI participants piceti and
exchanged information about company tangibles, emyintangibles as intellectual capital (IC) asseaue
creation processes and value, and how they chawghdchanging events and circumstances (threats and

opportunities). Through many interactions theyiirdd invisible aspects of company business modgls as
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the role of intellectual capital (IC) in value ctiea and company value, as well as in company métion
production and disclosure. This created MFI agexgabilities to check and test company value creatio
actions and disclosure, and to produce their owarnmation about such areas. External observers of
companies, such as analysts or FMs, differed frompany management in their views on the naturéef t
corporate business model, the value creation psoaed financial implications. This reflected thdifferent
perspectives, tasks, prior knowledge and informasiources. Similar processes existed between agesits
such as analysts and FMs, as they probed eachsotfagrgibles, intangibles, invisible value creation
processes, and reporting processes and the impfisafor the credibility of the information theygaluced
and decisions made. Such evaluation processesimpogtant to MFI agent counterparties. However muc
of the external social structure and knowledge &ltpwas normally ‘taken for granted’. Agents erged
less time and effort on this compared to their foon similar issues in real companies and their panent
firms.

The MFI agents produced their own specialisey¢ments (valuation, audit, rating etc) about cames
and related economic events and market changes,addedd their own MFI based reputation to their
judgements to provide assurance. MFI agent disbosfl this new company information (‘news’, advice
provided, forecasts, valuations, ratings, assurgmuided) created expectations about companies for
economic actors, and influenced and changed thavimir of actors (eg FM investment actions). Thioas
of each MFI agent provided information for other IMdgent decisions and the means to legitimate such
decisions. These processes constituted valueianegatocesses in MFI agents and their parent fiwhen
using their own IC, with this being partially visgband invisible to other market players.

Knowledge and other resources - and their impact oactions and economic processes:

Understanding of knowledge intensive intangibled #neir dynamic interactions in company businesdets
and value creation was important to MFI agents aglanalysts and FMs in their information productio
disclosure and decision making activities. Underding of their own knowledge intensive intangibéesl
dynamic interactions in intermediation models (mfation, financial) was also central to their ownalue
creation activities. As a result, learning andwledge creation by MFI agents over time about; mames,
the agent themselves, other agents, and the MBl,awaongoing (often implicit) activity. Over mangrpds
knowledge was formed in MFI agents and shared ih$4Eial and economic contexts.

MFI agent knowledge was dominated by experttadge or knowledge based on experience. There was
some use of academic theories of the firm and queoef knowledge. There was some formal use of neo
classical finance theory amongst MFI agents and gagent firms but this was a low priority relaito own
expert knowledge. Finance theory was limited bseawf perceived problems of its usefulness.
Many other resources were important to MFI agemtd their firms. The above studies revealed how
information market firms (and their agents such casnpany management, analysts and FMs) were
organisations that supported their key teams adividuals to achieve firm aims. The information ketr
firms employed organisational processes to mobilesources (financial, tangible as well as knowégdg

within their firm hierarchy to enhance individuajeant and team decision conditions, to reduce detisdsts,
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and to focus information production processes ia ihformation firm. Relations ‘resources’ between
information firms (and between their agents) suglrast and confidence, and MFI based company ressu
such as ‘reputation’ could also enhance individual team decision conditions.

Social context and social forces:

The field work also revealed that four levels otiab context influenced the behaviour of individai@nd
teams in companies, analysts, FM and others. Thelyded individual and team contexts, organisationa
parent context, ‘relations’ contexts with othensd dhe wider MFI social and economic context. Thessal
contexts were the means by which social forcesiemited the behaviour of individual agents and tealfs
example, the MFI was a market between many sopateti and long established information firms, a age

a market between individual agents and betweengednwas a social context which had norms of bihe
and expectations for information exchanges. Sinslamments can be made about the MFI firm internal
organisation context and the external ‘relationshtext. This view is a sharp contrast to neo otasor
behavioural views of financial markets as maderafional man’ or as ‘psychologically biased masuch
social contexts, at times, played a role in cohtrgl(eg agent’s parent organisation) or exacengateg via
MFI and relationspiasesin individual agent behaviour.

Influencing and being influenced by thiehowledge and social contexts in the MFI netwonkss
important to information market firms, and theiates and individuals, during economic processesndrah
pursuing their economic aims. The MFI social confes ‘relations’ and networks) and various meetiagd
interactions (expected, actual) shaped the subjgctf individual agents and teams in their parfamhs and
‘disciplined’ their behaviour to conform to widerfsocial norms. At the wider market level the Midrket
mechanisms and associated social networks (anibredawere means to exchange and diffuse infonati
knowledge, and confidence between many marketcgaatitsand for this to form into equivalent aggregate
market and social network stateMarket transactions, decision actions, and $awi@ractions and influences
were the means and focus for exchange and diffu3ibis in turn affected security market pricesuidity,
volume trades, and volatility.

Dynamic change processes over time:

Economic processes in the MFI such as ongoing nmdtion production, decision actions and behaviofirs
companies, analysts and FMs were much influenceelvbnts. Sections 2 and 3 have briefly indicated h
the MFI and individual agents and their parent §irakso evolved together over time. Longer terrmenuc
processes in the MFI involved a variant of Mertafirgancial innovation spiral’ (1995) whereby kelements
such as: the forms of information intermediatiomeit information products; information users anditth
needs; and the wider market for information; evdltegether over time. This economic change prosess
part of a larger MFI ‘change spiral’ which involvéateractions between economic, knowledge and kocia
change processes over time. Economic processésphgbing and longer term, were also much infludnce
by events and by social and knowledge contextuabfa. These economic processes in turn influerpere
knowledge creation and social construction in tHe.MThus mutual and reciprocal interactions oceditvoth

short and long term between economic, social angvladge factors in the MFI.
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4. Finance theory and literature use in explaininghe MFI - A conventional theory narrative

Section 4 discusses how conventional finance thpavyides a traditional way to interpret the enugaiti
narrative. However, there are major limitationsthis theoretical approach and these contribute to
problems in MFI functioning.  Historical finantiterature on the MFI does provide interestingghss

into the MFI. Gonedes (1976) remarks on the sigaifce of the ‘market for information’ for
understanding theoretical concepts of ‘market igfficy’ and ‘asset pricing’. Keane (1983) notes that

underlying empirical structure of the market waghly significant for an efficient security marketch

‘Perhaps the most outstanding feature of the seesiniharket, and the one that more especially $etgart from others is the highly organised
and elaborate information machinery which servites

Barker (1995) provides some initial empirical ifdiginto the nature of the MFI and notes thae evidence
suggests a two-part theory (of the market for infation). First, it is argued that 'raw' data flovgrdirectly from companies is of considerably
greater importance to fund managers than ‘processath generated by analysts. Second, analystsi@vertheless argued to play an important
role in the market for information, as both meclsams of information efficiency and as providers efidhmarks for consensus valuation. This
theory implies that the research literature hasdpaisufficient attention to the role of accountimfpormation in direct communication between
companies and fund managers and, related to thdég,the role of analysts in share price determioathas been overstated and only superficially
understood’

A finance theory explanation for the MFI and iteats and firms involves the following argumerihe
economic processes of MFI agents and their pamens éxist to overcome information problems between
suppliers and users of risk capital. They exisivercome information problems between various sefpl
and users of information in capital markets. MRdiwidual agents, teams and their parent firms make
extensive use of expert knowledge to reduce traiosacosts. This expert knowledge is the means to
reduce Information asymmetry (IAS), Adverse Setet(iAS), Moral Hazard (MH) and hence transaction
costs for key services (production of informatiomdaassurance) provided by MFI agents (such as
company top management, analysts, financial joistsalFMs etc) in the MFI. This also creates
opportunities for economies of specialization imduction of information services, scale economies i
information acquisition and production, and foruetion in search costs when conducting information
based transactions. In turn, this makes the ptomuof new types of service possible eg specialist
ratings, analysts forecast, and journalists ‘nevtsimakes information intermediation possible betwe
companies and financial markets. This makes inftion intermediation within and amongst information
market firms possible and in superior ways to ieeh informed competition. These conventional fican
theory view-points provide the means to understangart, information conditions under which surplus
risk capital can be efficiently allocated to thaseneed of capital. The above makes explicit infation
conditions and intermediation means by which publformation is efficiently impounded into stock
prices. The same arguments can be used to explgithe larger ‘organisation’ or network in therfoof

the ‘market for information’ exists. The many spdised firms and agents operating in the ‘market fo
information’ network, are the collective means t@i@ome information imperfections and transactiost
imperfections, and allow transactions to occurh@ wider financial markets. Thus specialist infotiora
firms and their agents operating in their own splesti market, when combined in the larger MFI netwo

are the collective means to reduce IAS, AS, MHdach company, sector, and the whole economy. They



are the collective means to improve confidence amsgurance in financial markets. The networks
connecting them reflect Power’s (2009) ideas ofi@b of assurance’ or confidence across the market.

However, despite appearing plausible, cotieeal finance theory for financial markets and
intermediation (Scholtens and Wensveen, 2003),thadestablished literature on specialist infornmatio
firms and agents have insufficient explanatory powancerning their role in the MFI. This literatur
does not capture the wealth seeking and wealthtioreactivities of these actors (Scholtens and
Wensveen, 2003), and the impact of ongoing chakigeton, 1995). Conventional corporate disclosure
literature focuses on the stock market impact stldsure and provides limited insight into corperat
financial communication processes (Holland, 200%)e conventional sell side analyst literature has a
strong emphasis on analyst quantitative outputad@&raw, 2011; Lo, 2012) but provides few insigits o
the actual role of analysts. Conventional fund agament (FM) literature focuses on investment
decisions and provides limited insight into FM imf@tion production and use processes (Holland, 2006
2014).This paper seeks to extend the existing étieat approaches to understanding in the ik its
agents and firms.

Finance theory focuses on economic proceasdsgnores many of the related empirical insights
concerning MFI social and knowledge factors outirie the empirical narrative in sections 2 and 3.
Thus a major problem lies in the lack of relevaomaeptual framework to interpret empirical findings
about corporate financial communications, analystgnalists, FMs and others in their wider mardedt!
social setting. Finance theory is too narrowlyueed and static to explain the complex, changing
empirical phenomena revealed by the field studidellénd, 2010, 2104 and Coleman, 2014). In
particular the field studies reveal that many catee knowledge, information and social problemseari
in the market for information (MFI) and affect econic functions of specialist information agents and
the MFI. These issues arose over time and onlprhecevident during events such as the 2007-09
banking and financial crisis.

The field studies discussed in previous sestioave recognised problems with conventional theory
and begun to develop the theoretical means to stadet the MFland its agents and firms. The
theoretical aim of the paper is to expand the cotuz¢ frame to create a more comprehensive and
structured means to explain the role of MFI agemtd firms in the MFI and their activities in these
contexts. As a result, in the next section 5,ghper uses a range of relevant literature and yhteor
develop a comprehensive theory base and explanatiting to interpret and criticise the empirical
findings on MFIs as information intermediaries dinelir roles in the market for information.

5. Theoretical development in the MFI using a bradly based conceptual frame

- A new theory narrative
Section 5 of the paper seeks to extend the undelist of the ‘market for information’ (MFI) through
theoretical development. The field studies indidht economic processes in the MFI suclorgoing
information production, and decision actions byrdgan companies, analyst's research functions, and

FMs were much influenced by social forces, knowtedgntexts and by ongoing events. Longer term
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processes of knowledge creation played a role Bngimg economic activities and supporting social
structures.

In this paper Stones’s (2005) ‘strong structurattbrory (SST) is used in two complementary wayss |
used to interpret empirical findings on the MFI arsd‘local’ ‘finance and investment society’. & also
used as a more comprehensive theoretical ‘umbridlaonnect a wider range of literature relevant to
interpretation of the empirical findingsThis is consistent with Stones (2005) view th&tructuration
theory needs other theories and perspectives teigecsuch frames, just as other theoretical apphescwvould often
do well to call on the resources of structuratif®tones, 2005: 6]

In Section 5 the additional literature is ugedenhance understanding of ongoing operationdl an
economic processes in social and knowledge conitextse MFI, and in Section 6 it is used to explore
longer term structural change and evolutionary @sees in the MFI. Major barriers to change and
problems leading to failure are also discussede Jt¢ope of the analysis is limited to the MFI arsd i
agents and firms. The MFI forms a large scale $acid economic system with its own unique functjons
agents, networks, technologies, regulatory strestand behavioural norms and practices. For thefibe
of simplicity and abstraction it is assumed to aperfor long periods) in a stable and semi-autansn
manner relative to the larger social system andi@oy of which it is part and depends on for legiawy
and economic function. The interactions and iamfbetween the MFI sub-system and the largerlsocia

system become more evident in periods of changeisid and this is noted in section 6.

Social and knowledge forces and their impact on enomic processes in the MFI.

In practice, individuals and teams and their deoisprocesses are situated in larger parent firm
contexts as well as MFI wide knowledge, social aodnomic contexts. ‘Micro’ processes in individual
agents and teams in their parent firms are mudbein€ed by the ‘meso ‘setting in their parent fiarmd
the ‘macro’ setting in the MFI. A broadly based ceptual frame is required to explain specialist
information production, intermediation and use psses by agents and their connections within social
setting in the parent firm and the ‘market for imfation’ (MFI).

Jack and Kholeif (2007) have provided many argusémt the relevance of Stones (2005) and for
SST to be used to explain empirical insights inoaoting (and by implication finance). The SST
provides a novel conceptual framework to interpinet MFI empirical narrative. The empirical findings
on the MFI resemble many aspects of Stones (2@1&)rig structuration theory’, especially his foartp
elements of external structures, internal strustusietive agency and outcomes. Stones (2005) atigaes
duality of agency (by market actors) and socialicdtires (such as the MFI) is best understood via
analysis of a quadripartite framework of these fioberrelated components. A limitation of the pafser
that the field research was focussed on exploraogians of MFI activity and was not initially desiegd
with SST in mind. Given the need to explain manypeital insights on MFI structure, agency and
change, SST is used as an appropriate and conoesies to explain (Stones, 2005) the MFI using

concepts of structuration derived from Giddens #98ST is used as means to interpret the broguesco
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of these studies and to infer duality in the MFheTviews of other closely related theorists such as
Bordieu (1977, 1990) are used with Stones (200%)taypret social structures in which agents dgera
(in their parent firms and the MFI) and to explhiw they contribute to MFI structures. This reftetite
duality of structure and agency whereby MFI aganits MFI structures mutually perform social systems,
and social systems become part of that duality.

As Jack et al (2014) argue, Stones (2Q05gncourages researchers to explore empirical sashes of
particular agents and structures, where individggnts are situated in a web of position-practtations. Whilst
the duality of structure remains its defining const, Stones asserts that the duality is best stmted through
analysis of a quadripartite framework of interrethtomponents, comprising external structurestnatestructures,
active agency and outcomes’.

Within the Stones (2005) ‘umbrella’ theoratiditerature provides more specific interpretasiasf
MFI elements. Sources such as Bordieu (1990) andk&fezie (2006), are used to develop further
theoretical insights into MFI structures, processesl states and the specialist role of comparantiial
communication experts, analysts, journalists, FMd athers.  The focus is on the tripartite links
between company management, analysts and fund evsndmgut other actors such as auditors, credit
rating agencies, financial media and others aregrsed as equally important to the MFI. Bordieu’s
(1977, 1990) ideas of habitus, field or domain.tumall capital and tacit knowledge, provide further
insights intothe structure of these MFI social systems and their social ehpitd logic. These ideas can
be applied to company management, analysts, fiahjoirnalists, and FMs and their understanding of
the market for information and related financiaepbmena. Mackenzie (2006), Meusberger (2009),
Henningsson (2009), and Knorr Cetina & BrueggeO@0are used to interpret the role of knowledge
and social forces in the MFI and ‘relations’ anditimpact on actors such as company top management
analysts and FMs. Literature on intellectual cagi@) as in Meritum (2001) and literature on thierf
(Barney 1991,) are used to interpret the natur&kmdwledge and its use in the roles of these acior
markets, ‘relations’ and the parent firm.

The MFI theoretical analysis starts with the engairiharrative based on 25years of field based esudi
The MFI based field studies show many examples ladrer researchers have framed questions to draw
out from agents such as company managers, analydtfunds, their knowledge of themselves, of their
actions and interactions, of their specialised comitres and of their larger MFI context. Elements
similar to the quadripartite frame (Stones, 200B¢hsas specialist MFI agent knowledge, external
structures, and specialist agent actions have djirbaen identified in the field studies. Each major
category in the quadripartite nature of structoratis used as the framework for analysis of relevan
material within this empirical narrative. As sugtegzl by Stones (2005) the section begins by fogusin
the external structures facingdividual agents. These include the agent paientdontext and the larger
MFI context and its ‘local’ ‘finance and investmesdciety’. Three levels of analysis are adopted at
macro (MFI), meso (agent parent firm) and microe@y levels. The section also focuses on the
internalising and understanding of the externalldvby agents, and the impact of these on agerracti

and behaviours in these social contexts.The abméxplore how combinations of Stones’s four eletmien

11



and other literature sources can be used to imtegod explain the empirical field research onNid
and its primary agents.
5.1. External Structure for agents —Market sociaktructure, processes and states

In Stones (2005) terms, external structures forenctinditions of action, which may be either enaplin
or constraining. They can also be conceived asarked ‘position-practices’

In the MFI the external structures for individugkats include their own parent firm, other inforroat
production firms and their agents, and the soaidl @conomic connections between them. They include
markets for exchange of securities and many speicfalancial firms. They include financial regues
and other representatives of civil society andsthée.

Specialised elements of thelFI social structure include, inter alia, the company financial
communication function, the analyst informationeimbediation function, the FM investment function,
and other specialist information firms such as t@uwslj financial media and rating agencies. These
structured ‘information engine’ firms contribute toarket structure, processes and states and are
influenced by them.

The network and market structure of the MFI #@sdinformation production and knowledge use
processes provide the largetternal organised context in which the purposeful ageptrate. The MFI
is the institutional means to connect corporateorimfition supply activities to security market
information demand activities (Keane 1983, Bark#95], Holland and Johanson 2003). The MFl is also a
‘community of practice’ (Lave and Wenger 1991) an'dnarket for knowledge’ (Meusberger 2009) or of
intellectual capital (Holland, et al 2102), wherddmpwledge of companies, of economies, of markeds a
of market agents, is created, used, exchanged lsar@ds Knowledge creation and use processes and
knowledge based capabilities lie at the heart fafrimation production, analysis and reporting/disole
in the market for information and of informationeusn security markets (Holland et al, 2012).
Information production, exchange and use by compaayagement, analysts, journalists, FMs and
others, are part of a larger MFI process. Indiviguand collectively many connected market actors
create information and assurance about informalibis creates supportive conditions for accouniabil

Henningsson (2009) argues that people such as ecymmpanagement, fund managers, analysts and
other MFI agents are a part of many different dogyatems and are therefore influenced by different
social logics. Fogarty and Rogers (2005) argue thatsocial and institutional context surrounding
financial analysts affects how they make their mew®ndations. In this paper, it is argued that MFI
agents such as company management, analysts, fandgers and others operate in #teictured
contexts of their parent firm and work teams, ahdirt networked relationships in the market for
information. These social structures constrain ifidence individual choices and actions as wsll a
creating capabilities and opportunities for purpolsaction. Both Giddens (1984) and Stones (205)
argue that external structures exist irrespectivdBl agents and are relatively autonomous from the

MFI agents they affect. These external structuregtae source of social norms, control the distidyu
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of resources and apply sanctions for unacceptaiadiours. These structures, norms, resourcethand
distribution of power in the structures enable @matrain the flow of information in the MFI.

In the MFI, Stones (2005) idea of externalictres as conditions of action can be expanded to
include structures arstructural statesin the MFI. These are structures atatesthat are;

- Completely autonomous of the agent —such asimgisetworks, specialist information roles, and
means of information and knowledge exchange. Staitn these structures included market wide
prices, and market overall confidence in economy

- Irresistible external influences - Market bubliest agents know are wrong but cannot defy.
-Partially autonomous of the agent — Such as comngentk price, market confidence in company
-Facing actions by agents to change state condifioot structures) for other agents — This includes
fund managers and analysts trying to change satieg, information, understanding, confidence) for
individual companies or sectors.

A key part of the external structure for Stonesbj26oncerns ‘position practices’ or webs of
interdependencies that an agent is in and whicimexinstructure and agency. Company management,
analyst, FMs, journalists and others occupy thpssition practices’ in the MFI and take action imda
‘perform’ these structures. In terms of a key MEknt, Jack and Kholeif note (2008, p34) “to speak
a Chief Financial Officer, is not only to refer gopositional identity, but also to a set of stroetu
practices which position -incumbents can and ddop®ar —whether the incumbent chooses to act as
expected or to do otherwise”. Position-practiceisted as social position and associated identity a
practice for MFI agents in the structures of tleim firms, and in the network of social relationsthe
MFI. They acted to mediate the influence of exaéstructures in the MFI on individual agents.

Bourdieu uses the concept of ‘fields’ where a fislé network, structure or set of relationships. |
the MFI this refers to the social contexts in whaompany managers, analysts, fund managers, bad ot
agents act and reproduce their behaviours, and eenipr information advantage and power through
human, relational and reputational ‘capitals’. <STtgaper recognises two major levels of network
relations, one ‘meso’ level inside each agent'septifirm, and the other ‘macro’ level in the MFI.
Agents’ internal relations with others in their @ar firm and their joint activities contribute to
organisational structure, processes and statesgraridfluenced by them.

Agents’ external relations with others in the MFdatheir joint activities contribute to market
structure, processes and states, and are infludnycteem. For example, analyst external ‘relatiovith
companies (Fogarty et al. 2005), with fund managjents (Holland 2006) and with other information
producers and users are subsets of larger netvamitisform a core part of the MFI field or social
structure. Trust and confidence in (high qualitgtworked relations are essential for the existarice
routine reproduction of social structure in aggrarent firms and the MFI. Network relations struetu
form important social contexts for mediating agiribrmation processes (research, analysis, reprtin
disclosure etc). For example, the quality of artaBsternal relations (or ‘relationship capital’, s
Meritum 2002) have an impact on the quality of mfation flows during external acquisition from

companies and external reporting to clients. Tressal contexts create supportive conditions fer th
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exchange of both ‘soft’ information and ‘hard’ imfieation within the analyst parent firm (or bankias
Stein (2001) or mutual fund as in Chen et al (20GH)d between MFI actors.

The network and market structure of the ‘marketifidormation’ (MFI) and its information production
and knowledge use processes, provide the largeanimgd context in which companies, analysts,
journalists and FMs operate. Actor-network thefrgitour, 1987, 1993) can aid understanding of the
market for information. This can be used to intetgihe circulation of knowledge and information abo
companies in social and economic relations in tlegldvof finance, as flows and exchanges in a
dynamically evolving structure of network relatiofthe market and networks consists of alliances of
actors (people and firms such as company managyeaysts and fund managers) who are involved in the
invention, construction, distribution, performanead usage of knowledge and information about
companies. They are also involved in feeding baakket information to companies.

Various means are present to connect thplpemd elements in the market (Technology, trgstin
relations in networks, markets, and regulationsyjdvisocial interactions or inter relations arigéween
people and other elements such as in informatimdymtion and exchange processes, and regular
transactions between parties. These form valudionegrocesses for MFI participants. A key quest&n
How stable or transient are the above elementpeowbsses? Stable contextual elements such asishar
or established knowledge, stable relations in ntsyand stable company narratives etc are the basi
stability in behaviour, actions and outcomes. Rlgpithanging circumstance and events encourage
transience in states in the network and its preses®ersistence in such change processes pldg im ro
eventually changing structures.

Poweris an essential ingredient when discussing thgterreal structures. Bordieu’s ideas (1990)
suggest that power in information production firmsthe MFI and their agents is likely to arise from
factors such as their size and control over regsusach as knowledge, information, financial cépétad
their specialist information related skills. As esult of successful actions these can contributentb
enhance additional MFI based resources such asafitnagent reputation and relationships in the MFI.
Combinations of these resources determine rel&i@rgaining power of MFI agents over the supply of,
and exchange of information, and their ability mpbse sanctions. For example company top
management have ‘information supply’ power over bag sell side analysts. Fund managers and their
buy side analysts have economic power (based andeé trading commissions) over which sell side
analysts to choose from as sources of informafimmd managers have ‘governance’ and ‘ownership’
power over companies when demanding informatiofi. st@e analysts have ‘technical’ power arising
from their specialised knowledge of companies tt@s. Sell side analysts have ‘parent’ power iagisi
from the prestige of their parent investment baBkch relative distributions of power in the MFI
structure effects the capabilities and actionsdividual agents such as sell side analysts. kameple,
bank sell side analysts found it difficult to exdank business models in the period before thatgr

financial crisis of 2007-2008. Bank top managemeeate not prepared to discuss the radical changes
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here and buy side analysts showed little intereshé issue (Holland, 2010, Chen et al 2014). Campa
top management, fund manager and buy side anadystrmpto control information resources and to set
information agenda and exchange behaviour normg@madtivate sanctions against ‘non co-operative’
sell side analysts remains an important featutbeMFI.

External structure for agents — Parent firm organisation and team structures

The internal social context of the agent’s parémh fis an important source of the social forces
influencing individual agents. We use literaturetioa agent internal organisational context (Sché#o,
Stein 2001) to interpret how organisational factwsh as culture, reputation and power, hierarcity a
inter team connections, incentives, special firnowdedge and conflicts of interestfluence agent
capabilities and information production processeldolland (2014) and Chen et al (2104) also reveal
insights into the impact of parent firms factons ianks, and fund managers) on teams, individuas a
their information production and use processdmancial markets.

The agent’s information intermediation function ahe task routines and knowledge associated
with it, are conducted in the agent’'s parent firmd athe MFI network of relationships. Agent
understanding of these structures and of relatednediation processes (such as information admnsi
production, reporting and use) form important paftagents’ capabilities.

For example, Holland (2014) has demonstrated tip@itance of fund management firm factors on
buy side analysts. Similar forces are at work with side analysts in their parent investment anks
(Royal and Rowley 2012). Analysts parent firm stanes and processes are intended to enhance
analysts’ individual capabilities (formal and infieal), specialist knowledge, purposeful actions taadk
record as well as those of their teams, in the WMEI social context. They are intended to improve
analyst interactions, information production antbimation search and provision in the analyst paren
firm. They are designed to improve analyst intéoast, information production and information search
and provision in ‘relations’ and the wider MFI nenk. They are intended to boost the development of
analyst market reputation in the MFI, and to enkaagalyst external credibility in the MFI concegin
soft and hard information. Together these providerheans to create economic benefits for the analys
parent firm such as trading income, fees, investropportunities, and information for transactions.

5.2. Internalise external structure?

Stones (2005) ideas suggest that individual MFinegyare socialized to accept the logic of the
power hierarchies in the MFI network fields andguarfirm organisation and to behave in an acceptabl
way for the position they hold within the MFI andrpnt firm social structure. MFI agents, such as
analysts or fund managers, internalised practicalyswof working from their previous learning
experiences in the MFI field. They internalisedithmderstanding of external structures and actitainw
their ‘habitus’ of socialised norms or tendenciBer@lieu (1977, 1990). ‘Communities of practice’ {kea
and Wenger 1991) in the MFI can be interpretedii@s ¢Ba’ as in Nonaka and Toyama, 2005 and
Holland et al 2012) for the development of the habiHabitus refers to states of readiness (digpns),

habits, ways of doing, thinking and perceiving Warld that MFI agents acquired as individuals ante
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as they experience their working lives in the MR&bitus formed understanding structures that became
internalised and were performed by MFI agents.

Making sense of the MFI world and actioby MFI agents was therefore based in part on
these ‘common sense’ or taken-for-granted pri@ssperienced MFI agents used ‘habitus’ in
framing their external MFI world and internal paréirm world to make sense of what they were doing.
This provided the basis for their initial thoughdad guided their everyday thinking, actions, and
behaviour as events arose and circumstances chaklfddagents operated purposefully within their
(‘comfort zone’ or) familiar ‘habitus’ of known rafions, networks, MFI based reputation, and well
understood ‘dynamic rules of the game’ in this exdkéenvironment. They also operated within a famil
parent firm and team setting, and within their omegll understood agent task, skills and capabilities

The existence of agent ‘habitus’ in ‘communitidspoactice’ meant MFI agents such as company
management, analyst and fund managers were predidpo structure relationships, networks, and state
of trust and confidence. This in turn created cbods for financial communications and other
information flows between market agents. This dbated to the field or social context in the ‘meirk
for information’ in which knowledge constructiondatransfer, information exchanges and transactions
took place between company management, sell sidéysi® and fund manager clients, financial
journalists, investment banks and others. COgberal factors and ‘forces’ in the MFI, such asmserof
behaviour and a culture of secrecy in the MFI, rfiedithese processes and outcomes. The outcomes
included understanding and consensus states, guthten and confidence states amongst agents (in
position-practices) in networks in MFI social stwres.

Key MFI based factors also included the perceiveutation, track record and credibility of

company management and of sell side analysts asmation sources and of fund managers as
information users. Bourdieu’s concept of ‘capital’social, cultural or symbolic capital is relevénatre.
In Bordieu’s (1977, 1990) terms the reputation radividual analysts, FMs, financial journalists, ithe
gualities and skills, and of their teams, senionagement and parent firms were forms of prestigious
cultural capital and knowledge. Corporate top manznt, their financial communications staff, and
their reputation and skills also formed culturalpital and knowledge for firms in markets.
Combinations of Bordieu’s ‘capitals’ and financalpital were major sources of power for informatio
market firms and their agents, and influenced thbility to acquire, exchange and use informatian.
this context Bourdieu’s concept of ‘capitals’ igdrpreted as the various knowledge based capitals o
intellectual capital (Mertitum, 2001) used in theFMsuch as human capital (analysts skills and
capabilities), relationship capital, and reputatiorcapital. This refers to internalised knowledge
concerning MFI structures, information channels pratesses which are shared and jointly created by
MFI actors such as analysts.

Using Stones (2005) the paper argues that indiViMi agents general understanding of the

external world of ‘Finance and Investment Socieiyd of the MFI, as well as knowledge of theiraloc
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information and decision situation were the mediloysvhich individuals interacted in a practical way
MFI external structures and took information redatections. At one level this was knowledge and
capabilities that the MFI agent drew on withouhiing, and at another level it concerned knowleaiug
capabilities specific to their specialised inforioatrole and decisions.

This included more general knowledge (general disjomal) and world views (Stones, 2005)
about ‘Finance and Investment Society’ and the M#&ild, its social structures and culture, and tles
of agents within it. It incorporated relatively uregtioned, taken for granted (and at times subdmnsc
ideas about the nature and role of financial chgita of money, wealth and power in the world
economy. It included broad understanding of thegaf: key financial information technologies swash
the internet, data bases, and accounting; of finhntarket exchange mechanisms; financial insting;j
major financial centres; and their central rolesthe narrative of capitalism. It included pattefs
behaviour and habits of speech expected in reatitwts like the City of London and in virtual lowats
such the equity trading market and associated oy based information exchange mechanisms. These
ideas are related to Bordieu’s idea of ‘habitus’.

This also included more specific knowledge abougisiens and situations (conjuncturally specific)
(Stones, 2005) for agents. Agents had to undatdtamw others in their parent firm and MFI network
acted, behaved and exercised power and how théjnegd the positions and actions of others. They
had to understand how to conduct their own inforomatelated tasks, take action and influence others
relative to behavioural norms in their immediatenenunity of practice’ and wider MFI networks. For
example this would involve the positions and intéoms between company management, analyst and
fund managers. They had to understand how key pétteir MFI world changed over time and hence
changed specific knowledge.

Specific knowledge about MFI agents and securityketa was central to agents’ decisions. MFI
agents such as company management, analysts ashdnmagers exercised their powers of agency by
exploiting their knowledge. Such knowledge existedhdividuals, teams and firms and was embodied
in structure, processes and behaviour (Meritum,1200Key knowledge for MFI agents involved
academic theories of how the company business nfodefioned (such as in the RBV, Barney 1991 and
IIRC, 2011, 2013) in competitive markets (PorteB3p It contained knowledge of company valuation
models and of security market pricing mechanismsivblved intellectual capital (IC) about compamie
analysts, fund managers and market processes (&eiitum, 2001) and how these IC elements
interacted in the MFI. Knowledge included colleetstories and shared knowledge about the above, bot
tacit and explicit, within work teams and paremin. It included understanding of how other exaérn
MFI agents understood the world, what their exgenta of behaviour were and what power they could
wield over agents especially over knowledge andrinftion. This specific knowledge was at the hear
of competitive advantage for MFI agents and tharept firms (Barney, 1991). It was the source dfiea
creation for agents and their parent firm. It'safie and often tacit nature meant that it wasrietstd to

MFI agents.
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In practice both types of general and specific Kedge functioned together as ‘knowledge for
guiding action’ and were not separable. They amzudised separately to illustrate their differing
influences both unconscious and formal on agerttioes and roles in MFI networks. The line between
them could also change with learning. MFI individuand teams such as analysts, fund managers or
finance directors learnt in their professional ‘coumity of practice’ (Lave and Wenger 1991) andhie t
wider MFI community what the ‘dynamic rules of thame’ were concerning information actions and
how they had to conform to them and how they mighénge over time. The latter indicates that
imagination and learning relaxed some of the cairgs of unconscious ‘habitus’ for these agentss Th
could change aspects of ‘habitus’ and of more §pdaiowledge over time. The financial crisis of0Z0
09 showed how company management, analysts, fundgeas and other MFI agents faced rapid change
(Holland. 2010) and how this has (marginally) atefundamental views of their world as well as more
specific theories of company value creation andketaricing.

Stones (2005) notes this possibility when he argress taken-for-granted mode of being can be stibde
and unsettled, making one suddenly conscious ofithizh previously was pre-reflective’ (p.88).

Knowledge problems concerned collective ‘sociahditiess’ (Henningsson 2009) in the form of
conservative and dogmatic views of knowledge and hm use knowledge. Performativity pressures
(Mackenzie 2006a,b, Chen et al. 2014) or presstoesnly think and operate within ‘established
knowledge’ also existed in the MFI and for spesialisuch as analysts and fund managers. This tefers
situations where, the practical use of finance theoade finance processes resemble what they were
described to be by theoryThus ‘knowledge’ states of MFI agents included la€kinderstanding about
economic processes, social processes, the disbrisuand configurations of power, meaning and norms
within the field of action as noted by Giddens (4P8
5.3. Active agency, decisions and information prodiion, and intermediation

Stones(2005) refers to active agency in which ageinaw, routinely or strategically, on their
internal structures or ‘habitus’ to guide actioMFI| agents drew on their prior knowledge (genairad
specific) of external MF structures, and their absation within these structures, to frame anddlitheir
actions within the MFI structures.

In this paper action refers to the active infolioratresearch, production, disclosures and uses by
MFI agents. These included, inter alia, company agament disclosures, information intermediation
processes by analysts and other actors, and infiormase by actors such as fund managers. Thd'agen
information function or role and the task routises! knowledge associated with it, were conducteten
agent’s parent firm and through network relatiopshépanning the MFI. Agent understanding of these
more specific decision structures and processedhawdto use them as events arose and circumstances
changed, and as new information was required,ceasal to action. As a result, individual agemtse
purposeful actors in their information related tgs set in the structured context of their parfam,

MFI relationships and networks, and security marké&these social structures constrained and inflegen

individual choices and actions. In Stones’s (2086png structuration’ approach, individual MFleads
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such as company managers, sell side analysts ofr uanagers, creatively interpreted their current
circumstances of actions as they ‘performed’ thistigng social structures of their own firm, and the
social structures of network relations with othénsthe MFI. Individual capabilities and unique
behavioural characteristics enabled them to exegusne degree of personal choice in these cordaasts
played a role in their information activities.

Relative power was a key factor in ckoand action. The scale and special combinatidviFdf
agent and parent firm resources such as skillstioakhip and reputational ‘capitals’ and financiapital
affected agent information power relative to otheamd encouraged or constrained action by MFI agents
For example, inexperienced sell analysts operatinmgedium sized investment banks had limited access
to management in large companies. In the same Wwayirtternalisation of structures made some
behaviour socially unacceptable in the MFI. Pubtiticism of company top management and boards by
sell side analysts was limited in this way. Agsult purposeful action by MFI agents was notlgdtee
exercise of free will in an economic context oredigtined solely by social forces. Interactions sash
these are the basis to infer from the empiricadistithat action by MFI agents reflected the dyatit
agency and structure in structuration (Stones, 2005

Agent problems also arose because délsfactors. For example, agents such as sell @idmiy
side analyst were subject to a range of fields @aljpe their parent firm, MFI and analyst professio
fields. These created tensions between roles exghétteach field and was a source of major cosflit
interests for agents such as sell side analyseseltensions and conflicts can distort analystsoBe,
behaviour and bias their research reports. Sedl aidlysts in investment banks have faced suchgmmsb
in the recent past (SEC, 2001). Stones(2005) artpa¢éndividual agents can resist social forcagért)
if they have adequate knowledge, high personal kibfya power, and opportunities for reflection.
However, Holland (2010) points out that these fesctwere in short supply for MFI agents during the
financial crisis.

Agent actions can take place in a stablenstable MFI context, such as during the 2000726re
crisis period and then during the crisis. Theseerad conditions have a major impact on internal
structure, habitus and agent actidrstable MFI habitus for agents, and many othemkadge and social
based elements in the MFI acted as historic pridhgencing current information exchanges and atio
A stable and well understood MFI created condititorshigh quality information exchanges and other
actions and behaviours to take place between agents as company management, analysts and fund
managers in the field and market context. The coatlmn of agent skills, relationships, and repotati
created conditions of trust and confidence for arge of information. These elements enhanced agent
credibility concerning the provision of soft andrdhanformation in public channels or privately via
relations.

This was especially true for exchange of subjedtiveressionistic information, and for creating
confidence in the exchange of estimates of nunldritrmation. In contrast to formal reporting,

accounting, and public disclosure, they allowedrspionistic and subjective information to be @dat
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and exchanged (Holland et al 2012), and for addifiprivate information (in excess of public
information) to be exchanged by MFI parties (HallaR005). Changes in the external structure, habit

and action are discussed in section 6.

Ongoing Action as the core MFI economic process nd as a means for reproduction of existing
structures at agent, parent firm, and MFI levels

Ongoing information production, decision an and behaviours by MFI agents occurred within
wider MFI knowledge and social contexts. Narratared other information about company economic
processes and other economic matters were produncedxchanged between the MFI agents in a ‘market
for stories’. These activities formed the core egnit processes in the MFI. In turn they played ratreé
role in the reproduction of existing social struets at MFI and agent parent firm levels. Mutual
knowledge (shared habitus) amongst MFI agents icommunity of practice’ was one basis for the
reproduction of MFI social structures. Trust andfaence in networked relations, and credible ongoi
actions were essential for the existence of routemoduction of social structure in the MFI. The
repetition of the acts of individual MFI agents ngsishared knowledge played a central role in
reproducing MFI social structures such as netwonaationships. Thus the cognitive and emotional
capabilities of purposeful individual MFI agentsrevékey dynamic elements in the MFI social group’s
ability to reproduce their social structures thriougxpert knowledge based social interactions. The
sharing and social construction of stories aboutgany value creation, and social agreements aheut t
dominant narrative about company business modedse wihe basis for reproduction of information
structures in the MFI social structures. Thesdlstatructures created conditions for rapid denisio
making in fast moving markets.

More specifically, as events occurred, informatiotermediaries and users such as sell side analysts
and FMs, used their existing knowledge (general setific about companies and markets) and their
professional skills, to develop a narrative abtat évents and their impact on companies and markets
This was the basis for developing new informatiod ameaning about the events. Agents disclosed and
exchanged information in the public domain andhe private social networks of the MFI. Analysts
disclosed parts of their informed narrative, asl @slnumerical analysis and advice (Holland et0dl42.
Journalists sought to interpret complex issuedtfeir readers and explain then in comprehensibiado
(as stories), as well as report new ‘facts’ or ‘eeabout companies (Maise, 2104). Fund managede ma
decisions based on their own information (narragwel numbers) and similar information from other
actors such as sell side analysts (Holland 2018l jaarnalists (Maise, 2104). These actions and
behaviours of analysts, journalists and FMs wereminfluenced by existing social and knowledge
factors in parent firms, in MFI relations and netks and in the wider MFI social setting.

The content of the narrative normally includietas about events, economic circumstances,
company value creation and value, role of compaagagement and other intangibles in value creation,

and stock market conditions. As Holland (2009)edonharrative was connected in predictable ways.
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Narrative about listed companies had structure chase the structure of corporate value creation
processes, and was based on structure to nargaiiveas sequences, events, consequences, andltoles.
was based on common response qualities of thetivarta events as well as persistence in telling th
core value creation story. The narrative consisfeslibjective (and eventually social) constructiabsut

the role of intangibles in corporate value creatjmmocesses and their value outcomes in current
circumstances. A credible narrative was the mé&amislFI agents to develop belief in the more ceter
numerical ‘facts’ such as reported earnings, auliopinions and stock prices. Narrative was a mé&ans
develop confidence in more future lookingmerical outputs such estimated earnings and &gbdair
value. Agents exchanged narrative or storiesadbus levels, such as in internal communications (
company, in analyst, media and FM firms), in relas between these parties, and in wider MFI social
network contexts. The MFI was a market for the deir@nd supply of stories. Thus MFI agents such as
company executive, analysts and journalists all thait own local or internal version of the company
narrative. They co-operated and competed in itemabcial construction and sharing in ‘relationsd a
the MFI. Each MFI agent sought to influence araimie the dominant narrative and consensus sense
making in the MFI social structures and stock maifidasie, 2014). Maise (2104) showed how the
combination of company disclosures, analyst reparid journalist ‘news’ and stories all contributech
social consensus about the company ‘story’ inMi& and financial markets. Relative power factors
such as the reputation, credibility and legitimadyspecialist types of individual MFI agents aneith
parent firms as well the quality of the informatithrey provided, affected the relative influenceaofors

in the social framing processes in the wider M&t rfarrative and numerical information.

The forming of social consensus in the MFI conitgy information and narrative was based, in part,
on stability in MFI structures and its processed states (knowledge, confidence etc) over longogeri
Network participants came together in predictaliid atructured ways when exchanging information
about companies. The external social network inMR¢ and wider ’Investment society’ could, over ¢pn
periods, share the same relatively stable, explicibwledge about company business models. For
example this could be knowledge of how top managerskills, employee skills, customer satisfaction
and brand strength interacted in competitive market create corporate financial performance. This
knowledge led to stable company value creationatiaes by companies, and by analysts and fund
managers (Holland, 2005). Stability about such enatallowed for rapid decision making in the MFtlan
fast moving financial markets. Such narratives @thya fundamental role in legitimisation of the
economic functions of MFI agents, their parent firrand the MFI in wider society

Thus MFI agents such as company executilies, financial communications experts, analysts,
and journalists normally functioned within relatiystable MFI social and economic structures and
processes. With this structure they competed arapeoated with each other in the framing of
dominant narratives about companies in financiaketa. More specifically, financial journalism
provided information to many MFI participants aedeived information from them. It also focused

(in part) more on investigating matters of conderwider society (such as corporate fraud, market
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abuse, regulatory failure) and making these puliliwas more involved than other agents with issues
of democratic accountability and legitimacy of thance system (Maise (2012.) Company
executives, analysts and FMs were more involvattiirate disclosures and wealth issues. However
these activities overlapped and contributed to eosiss narratives, outlier narratives and confidence
in the MFI and stock markets

Section 6 explores how crisis or rapiduaye has created major uncertainty to these estelli
market contexts, economy and company level congaxtishence to ‘habitus’ and every day sense making
processes in MFI individual agents and teams abonipanies and markets. This has exposed how such
narrative about companies and markets has (in @aed as untested myths (Holland, 2005, 2008020
5.4. Outcomes

Stones(2005) also discussed outcomes. In this pligeefers to more immediate and longer term
outcomes in agents and the MFI. The immediate Midrmation related outcomes includes desirable
changes in states of ‘communities of

practice’ of say company management, analysts Mgl(Holland, 2005). These involved changes
in their states of confidence and knowledge whictuin influenced wider market states in the MFI
(information set, confidence etc) and the stockkelafprices, volatility, liquidity and volume trasletc).

The immediate information related economic processel outcomes were much influenced by existing
structure both external and internal to agentsyfit@yed a role in reproducing structures on aioairig
basis. Over time they contributed to more strategicomes in which both external and internal
structures were either reproduced or changed.@e6tiocuses on long term structural change and
outcomes, whereas this section focuses on ongbiagge and outcomes.

A stable and shared understanding of MFI habittisdato create a positive ‘atmosphere’ of trust
and confidence (Holland, 2005) between connecteiepa(management, analysts, fund managers) in the
MFI field context of networks and relations. Thegntributed to agent consensus and understanding
states in the wider market for information concegnagent information on companies, earnings estisnat
and their value creation models and processesdkthll2005). Thus over time, various states anose i
‘relations’ (‘atmosphere of trust, confidence) (lold, 2005, 2006) and in the wider MFI networks
(knowledge, reputation, confidence, consensus) l@Hd] 2005). These elements enhanced agent
credibility concerning the provision and exchandesaft and hard information in public channels or
privately via relations. As a result, individuaiynd collectively, many connected market agentstetea
information, assurance about information and méanaccountability. Other changes also arose. Il MF
agents acted contrary to social expectations inatte and Investment society’, they faced sanctions
from powerful agents in external structures. An@aysublicly criticising company top management and
boards in ‘inappropriate’ ways (eg too much emphasi executive pay) were likely to lose access to
company information sources. Dominant power haldend elite structures did not change but the

specifics of networks and occupants of positiorefica roles did change.
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6. Structural change and evolution in the MFI - ad new theoretical narrative for the MFI
Longer term economic change, and changes in MFhtageowledge and external social structure
occurred together in an interactive process ofualtand reciprocal development. Purposeful actipns
individual MFI agents (and their teams and parémh)f were at the heart of these dynamic change
processes. The long term changes processes aesskdg in the following pages, beginning with
economic change, followed by knowledge change drahges in social structures. The changes are
discussed separately for simplicity of analysist bleeir mutual and reciprocal interactions are
highlighted. As a result some overlap occurs indisgussions. Merton’s (1995) “financial innovatio
spiral’ (economic change) and Stones (2005 ‘Strsingcturation theory’ (social structure change) are
used to interpret these reciprocal change processes

6.1. Economic change in the MFI — and Merton’s (199 ‘financial innovation spiral’

The field studies indicated that a MFI ‘change apiexisted and this involved interactions in
economic processes between MFI agents, their péiremd, their information services, their customer
needs, and the MFIEconomic processes the MFI such as ongoing information productidagision
actions and behaviours of companies, analysts &msl lWwere much influenced by events and current
circumstances. Longer term structural changes ih&dEnts, their parent firms and the MFI were drjve
in part, by economic changes such as growth ofvedge based intangibles in company business
models, technology change and other changes sutthaialisation’, ‘securitisation’ and globalisan.
These changed user information needs in the MFdaoke innovation in financial information products
MFI agent specialisms, intermediary roles and nmastectures.

Longer term economic processes in the MFI inedlan information variant of Merton’s ‘financial
innovation spiral’ (1995) whereby key elements sashthe forms of information intermediation; their
information products; information users and thaieds; and the wider market for information; evolved
together over time. For example, this included dearin: the world of corporate financial
communication; in analysts and the market for ggqusearch (as a sub set of the MFI); and in thidwo
of investing and FMs. Merton’s focus is on ecoromiange and his ‘spiral’ has little to say about
reciprocal change in agent knowledge and sociattstre with economic change. Paraphrasing Merton
(Merton 1995; Merton and Bodie, 2005), we argué tha evolution of the MFI as a central part of the
financial system can be interpreted as an ‘innowmasipiral’. The core dynamic involves organized
information markets and information intermediar@smpeting with each other in a static sense and
complementing each other in a dynamic sense. Thgoiog improvements in information and
communication technology and a decline in transasticosts for exchange of information has added to
the intensity of that competition as both interraeds and markets seeks to satisfy users infoomati
needs.. The histories of innovative financial infiation products indicate a pattern whereby inforomat
products initially offered privately by informationtermediaries, becomes standardised and comraddifi

as they move into the public domain part of the ketifor information. This in turn creates new
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incentives for information intermediaries to inntvavith new information technology, new productd an

highly informed agents to satisfy changing useorimfation needs

6.2. Knowledge change and diffusion in the MFI

Reflexivity by MFI actors during ongoing interaai® led to the construction of agent expert
knowledge or intellectual capital (IC) (Holland, &t 2012) about companies, markets, intermediaries,
agents and the impact of events on them and on amyngalue. This is interpreted as changing more
specific knowledge about decisions and situati@asjuncturally specific) (Stones, 2005) for agenits.
is interpreted as changing the internal (knowledgfe)ctures (Stones, 2005) of many MFI agents in
communities of practice (Lave and Wenger, 1991).éxample, expert knowledge (or IC) concerned the
firm and its business model and value creation ggecin competitive markets. It included the
professional skills of corporate management inrfai@ management, accounting, risk management and
in financial communications. It concerned the pssfenal skills of sell side analysts in researc an
analysis (Holland et al 2014), of FMs in investméHhiblland 2014), and others such as financial
journalists in reporting and interpreting ‘newshélse were amongst the forms of expert knowledge or
intellectual capital (IC) required for MFI actosinterpret events to create informed narrativeysyend
numbers for decisions in the MFI. Knowledge incldidellective stories and shared knowledge both taci
and explicit. Knowledge also concerned academiortbg of company value creation, of accounting and
financial (valuation) methods, and of security nedrméfficiency and asset pricing.

Expert knowledge construction and learning arosaediatidual and team level and the knowledge was
distributed within their parent firm (of companiesjalysts, FMs, news media etc) by internal sharing
mechanisms such as joint decision making activiflearning by doing), knowledge management,
training and staff movement (Holland, et al, 201Ryas transferred to and ‘absorbed’ by individuay
material or tangible factors such as technology aifide layout. This led to internal social struetu
change in these agent roles and capabilities, arehpfirm processes such as in information prodac
routines. Expert knowledge was constructed duriagyrtransactions and exchanges between many MFI
actors. It was distributed externally across thel M§ observation of (or listening to, or inferring)
knowledge use in successful transactions (infoonatnd financial) (Holland et al 2012). It was
distributed by text publishing activities of MFI tacs (formal reports) as well as by informal
‘conversations’ and formal spoken communicationsvben market actors (‘speech acts’ in Maisie ,
2014). It was distributed in the MFI by labour k&tr movements such as financial communications
experts, analysts, FMs, and journalists swappimmsfi or switching careers. It was standardised
(conventionalized) and diffused by external mecsmmsi such as examining and training for professional
gualifications (for say analysts, or corporate communicatioisivas diffused bythe active role of
consultantgfor financial communications, analysis, and inmesht decision making) parent firms and
agents. This led to change in external sociacsires such as changed networks, reputation,, raes

information exchange mechanisms.
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Technology in the form of standard software forregglsheets; databases; connected information
systems (internal, external); and internet appticat was an important tool in the market wide sitpof
assumptions and knowledge. This technology wasqgbahte material structure of the MFI. It allowdubt
major digitised and virtual dimensions of the Miel éxist and it supported many new information
focussed economic and social processes (Knorr-&&iBruegger (2002). Technology was also the
repository of much formalised and explicit knowledpout the MFI and agent decisions. Technology as
material or tangible artefacts, were the meansddiate shared assumptions (in expert knowledga)tabo
inter alia, financial analysis, corporate strategimalysis and market prices. Shared technology detw
agents in a firm and with external MFI agents enaged shared use of similar expert knowledge into
everyday behaviour in the MFI. This was part of fnecess by which shared expert knowledge (non
academic) became established knowledge. Relatecesses of academic knowledge construction
(concerning finance theory and management theony)ita dissemination in the MFI by agents and their
parent firms also contributed to established kndgée(McKenzie, 2006).

6.3. Change in MFI social structures and MFI agentghabitus).
Social and economic structures in the MFI (sucinfimmation exchange networks between members

of firm or between ‘relationship’ parties in the Mtetwork) were reproduced by human agents in the
MFI when they used expert knowledge and technolflmgymeaningful social and economic actions
(Stones, 2005). Social and economic structuregeenMFI were changed by agent knowledge changes
and by technology changes especially in communitiggactice. Thus the social structure of the Mi¥I,
the form of a network of roles or position-practiceand MFI agent reputations and relations, was
influenced over time by historical economic, knadge and social forces and processes (Stones, 2005)
the MFI over time. As Coad and Glyptis (2014) enstich social

‘learning and change arise out of a resolution d&f thfference between what is experienced by an dgetite MFI) and
their existing knowledge of how to go on in socitiens’

Three examples are discussed below to show howagé&its and their parent firms, have in Bordieu’s
(1990) terms, marginally changed their ‘habitug]d or domain, cultural capital and tacit knowledg
and position-practice in the MFI social structur€his interpretation is consistent with Stones &00
view that knowledgeable and capable agents haveetrpower that they can only exert in the context
their ‘habitus’ and their ‘situated practices’ afeeyday life. Thus a more restricted version ofdd&n’s
(1984) idea of the duality of structure and ageiscseen as more realistic and plausible and mlese
ideas more useful to researchers.

Technology changes have changed MFI sociattsires when previous inter personal and ‘face to
face’ interactions, and information services, avaplaced by new communication systems, new
decision support systems, and new automated sy$termsormation production. MFI agents have had
to change their information products to more intemsesearch products as some information services
have become commodified and automated. This wasdbéie growth in of a globalised MFI connecting

agents, parent firms and security markets in magoid financial centres as well as in smaller cesitr
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For example Bloombergs and Thomson Financial hagiied technology and merger opportunities to
emerge as major financial information suppliersvtwld financial markets. They have developed their
products (such as information supply to analystsfand managers) and their reputations, and changed
information supply and use structures across worihcial markets.In another example analyst's
reputation and relations are createddarning by many MFI actors over time during many informatio
exchanges and actions between them and analysésledrning can arise from many experiences by MFI
actors including success and failure of analystems’ individual qualitiescapabilities oskills (formal

and informal), knowledge, and track record ofaact and behaviour, as well as those of their teams
senior management apdrent firms, are over time, recognised by othet péfticipants as reputation
(Holland, 2005, Holland et al 2012) or forms ofgirgious cultural capital (Bordieu, 1990). The
development of agent’s reputation over time enhainelations between agents and other MFI
participants and reduces barriers to informatiacherges between agents such as company management,
analysts and fund managers (Holland, 2005, 2006js led to relatively stable ranking structures fo
analysts across the MFI, whereby individual analgsks may change but not the structure. As dtresu
there are strong economic incentives to investliations (Fogarty et al. 2005) and wider MFI netygor
and states (Holland, 2005, 2006), and to use tizesechange knowledge and information. The above
indicates that Stones (2005) external and intestnattures as well as decision actions may be aiaixd

or, alternatively, changed through learning proessand these provide the starting point for future
action. In a third example, the arrival of new ‘boutique’ sell side analy@tiig, 2014) has occurred in
the post financial crisis period and played a melehanging MFI social and economic structureseiil
emergence may be explained in part by the failblimoventional analysts during the financial crisis
They may also be explained by FM and user demandsdre information about company business
models and relatively less information on numesitingates. These new specialist agents have exgloite
their own unique capabilities, network links andngoof the larger economic change processes tcecreat
marginal changes in the MFI structures. Sell sig@lysts in investment banks may have assumed that
their ‘relations’ with companies and fund manageese stable but have found that new competition in
the MFI in the form of ‘boutique’ analysts, proind more intensive and focussed research senhess,
shaken up their world. Changes made by sell sidbysits means they have marginally changed external
MFI structures and their sell side ‘habitus’ andwiedge of external MFI structures.

The examples reveal that new expert knowledgetechnology have shaped and formed the social
structure of the MFI and the wider world of finanE@mowledge creation and sharing occurred with
changes in the social and economic contexts. Cabsuaind Gond (2010) argue that three mechanisms —
conventionalization, engineering, and commodifmati can sustain the creation of ‘performative
practice’, that is a set of activities that conitidvto turn a theory (or in this case expert knogés into
being. In the above discussion, expert knowledgedean turned into conventions, by being diffused
through internal parent firm and MFI wide processed making it available to many actors across the

agent parent firm and MFI. Expert knowledge andgsumptions have been made available to decision
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makers within firms through tangibles such as tetdyy and by intangibles such as corporate culture.
Joint firm and market mechanisms and their inteedepnces and competition (innovation spiral) have
made expert knowledge and associated technologhablsin firms and in markets.

Expert knowledge was the basis for afgpenation’ process (MacKenzie & Millo 2003) whereby
expert knowledge (and some finance theory) wastlim routines and influenced actors behaviours and
beliefs in the wider MFI. Expert knowledge shapadaonomic technology and was implanted into
economic processes and associated social struetaggsrocesses. This created ‘performativity’ it th
the expertise of company management, analysts,dfAd®others was used to change and shape the world
they described (MacKenzie, 2006; Preda, 2007)foReativity referred to situations where the use of
expert knowledge (and finance theory) made fingamoeesses resembled what they were described to be
by the expert knowledge (and finance theory). @kmert knowledge framed many practices, analytic
means, language and norms in the MFI. It becanteopé#ne routines, exchanges (information and
knowledge as narrative) and everyday behaviouraatidns of company management, analysts,
journalists, FMs and others. The cycle then regubiiself over time. As events occurred, informati
intermediaries and users such as sell side anagdt&Ms used new and existing knowle{geert
knowledge and academic theoay)d new and existing social contexts to createinéwmation and
meaning about the events.

6.4. Joint economic, knowledge and social struge changes — a larger change spiral

Section 6.1 of the paper has discussedlboger termeconomicprocesses in the MFI involved an
information variant of Merton’s ‘financial innovati spiral’ (1995). The field studies and the th&oad
analysis above indicated that a larger MFI ‘chaspjeal’ existed relative to the economic changecpss
suggested by Merton (1995) and this involved mufurad reciprocal interactions between economic,
knowledge and social change processes. The dedeispiral’ included changing events, changing
production and use of knowledge and informationy decision making and outcomes, reflexivity over
time, an ‘innovation spiral’ in the MFI, ‘performeity’ in the MFI, and changes in various MFI
economic, knowledge and social states.

MFI agent expert knowledge and academiaskedge (as ‘management’ and finance theory) played
a central role in the innovation spiral and in ajiag economic and social processes and socialtstasc
in agents, their parent firms., the MFI and in lds@er finance system. Merton’s extended spiral lman
seen as an expression of the economic forces ithadl dhe incorporation of much expert knowledge
across many MFI social structures, processes atwisaand played a role in forming these social
structures. Thus we can note that posgienomic, knowledge and social factors can combine
forces (Holland, 2010) with supportive events arghte a positive innovation spiral leading to sgsda
connected economic processes in the MFI. In cantidak007-09, negative economic, knowledge and
social factors combined forces (Holland, 2010) witlverse events and created a negative and déestruct
spiral leading to failure in connected economiccpsses in the MFI. Thus MFI economic processes and

change in the Merton ‘spiral’, both ongoing anddgenterm, positive and negative, have been much
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influenced by events and by social (power) and kadge contextual factors. These economic processes
in turn influenced (agent) expert knowledge cregtend social construction in the MFI.  For exaenpl
Marston (2008), Holland et al (2102), Haig (201@hen et al (2014) illustrate how experience of gean
has stimulated learning and knowledge creation gstolNlF|I actors such as corporate executives and
their financial communication experts, analystsirj@lists, and FMs and led to the development of ne
knowledge about new forms of information producti@nd disclosure, and the development of new
information products, suppliers, connections, cletsininteractions and processes in the MFI. Thus
economic processes in turn influenced expert kndgéecreation and social construction in the MFI.

6.5. Theoretical development to reflect reciprocaéconomic, knowledge & social structure changes
The paper reveals the opportunities for furtheotbegcal development as theoretical contributianbdth
Stones (2005) ‘strong structuration’ theory and tdie's (1995) ‘financial innovation spiral’. It sh@the
combined relevance of these theoretical sourcteetstudy of accounting and finance phenomena. For
example, the MFI example and the empirical insightis the three types of change in the MFI andrthei
interactive and reciprocal nature with each otimer\&ith agency provide an example of how relevant
Stones (2005 ‘Strong structuration theory’ is te study of core accounting and finance phenomema. T
MFI example also provides insights into the lindfsStones (2005 ‘Strong structuration theory’ whigh
strong on social changes, but has less to say asonbmic change. The latter does not explicidgld

with economic change and the knowledge creatioocésed with it. However, the paper provides
opportunities taexplicitly highlight or emphasis economic changgag of Stones (2005) theor$tones
(2005) and Merton (1995) can be combined to &rrttevelop understanding of the mutual and
reciprocal nature of social structure, knowledgen®mic process and agency, and of changes in.these
This can be seen as theoretical extension to S{@08%8) ‘Strong structuration theory’ whereby chesig

in economic systems and knowledge creation by MEhés play a central role in forming social
structures both as external and internal (knowlgdtgactures. In the same way changes in agent’s
knowledge and their social structures create cmmditfor agent directed change in economic systems.

This is consistent with Stones (2005) view that

‘Structuration theory needs other theories and pecsives to provide such frames, just as otherrét@al approaches would
often do well to call on the resources of structiomat [Stones, 2005: 6]

These mutual interactive and reciprocal interastican be expressed within an adapted version of
Stones’s (20059uadripartite cycle which reflects tle®mbined effects of economic change, agent
learning and knowledge creation, and social chafgpis:

* External structuremow include economic and social conditions of@gtiShort term and long term economic
(Merton, 1995) conditions for action were majortigas of MFI external structures. Stones (20054 ioeexternal
structures can also be expanded to include stegtamd structural states in the MFI. These are Eiaip
autonomous of the agent, irresistible externabenfices, partially autonomous of the agent, anddaactions by
agents to change state conditions (not structfimesjther agents.

* Internal structureswithin the agent now include knowledge of sociad @conomic structure and processes
(expert knowledge);

* Active agency now include agent drawing on economic (expeavledge) (Merton, 1995) and social
knowledge when producing practical action.
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Action included short term economic action concdrargoing information related activities as wellasociated
social interactions. It included agent actionsiiange economic and social states in social stegtit included
long term economic action (Merton, 1995) concerkmalwledge creation and the development of new etio
and social structures.

* Qutcomes — now include economic outcofiMErton, 1995)and knowledge and social structure outcomes

Such developments in theoretical understandingeMFI are required to develop a coherent basis for
the critical analysis of MFI functioning, succesaes failures

7.Responses to problems in the MFI.

Section 7 notes how ongoing problems with knowledgd social factors played a role in weakening,
impeding and eventually destabilising economic gsses in the MFI, agents and their parent firmgssé&h
were important factors in creating knowledge, doaied information problems in agents and the MFI,
during the crisis of 2007-09. In section 7 it igued that knowledge and social factors are alsbgbaa
solution to the problems. The solutions include rowed, transparent knowledge of business models of
companies, analysts, and other agent. These prpaideof thebuilding blocks to model the larger MFI
They also include active use of social forces amalAkedge to create critical and reflexive perforimst
conditions in analysts, FMs, other agents and thé M

Problems in the MFI:
Major ongoing knowledge and informatioproblems also occur in MFI agents, their parent firms and

the wider MFI. These can inhibit change and createerable exposures to dramatic change. Social
problems for companies, analysts, journalists Eid, and the wider MFI, include privileged access t
information as well as conflicts of interest (CQOf) MFI social networks of relations. Knowledge
problems in the MFI include the idiosyncratic natwf intangibles (Catasus, 2007) and conservative,
dogmatic and unchallenged views of knowledge (exged theoretical) (Holland 2010). Henningsson
(2009) argues factors such as these can combineraat® ‘social blindness’ in the financial systdinis
can be interpreted as a form of ‘convenient anadbfiperformativity’ (Mackenzie 2006) whereby thgor
shapes and structures finance processes in veky aisd private ways for the benefit of an elite.
Pressures exist to only think and operate withatalblished knowledge’ in the MFI

These issues of conservatism, dogmatism, elite pawe ‘social blindness’ played a role inhibiting
learning, knowledge change and change in sociakeandomic structures in the MFI, agents and parent
firms in the period before the crisis of 2007-0%l(Eind, 2010). They inhibited change and created
vulnerable exposures to dramatic change duringctisés. This reveals special conditions under which
(MFI) social structure or external conteX$ not fixed or permanent, and can be changed unde
unexpected situations or over a long historicalipgr (Navarro 2006: 16): Sudden unexpected change in
banks and financial markets had a knock on effecttie MFI. It disrupted the cosy interactions and
states in a previously stable MFI field context agent habitus. It changed MFI actors understanain
these social and economic fields, their ‘habitus] éhe social structures of the MFI. Various ecoitom
and social factors combined forces and intensiéigidting problems in the MFI and created a negative

and destructive spiral. They distorted the shargdhange and use of available knowledge and
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information between transmitters and receivers @ntributed to underperformance and failure of the
MFI (Holland, 2010).

Potential solutions to problems?
This paper argues that shared and explicit pulblakedge of company business models, of analyshess

models, of other agent business models, and okitdher MFI, is part of the solution to the abovelgems. A
more theoretically grounded understanding of thd MiFequired to develop a critical stance on angdMFI
operations and change. These are means to comnz ®f the misbehaviour, misreporting, and fraud
problems observed in companies, analysts, FMs)g&atgencies and others in the MFI. This are méans

improve the quality of disclosure by these actors.

They are also important means to improve transigras desired by users of company supplied infooma

‘Barlev and Haddad (2010)....argue thatansparency means that the reported financial rimfation allows users to 'see
through' the figures, that is to gain insight irttee motives behind business activities, and tessssshether business activities are

compatible with the firms' stated goalsl.ransparency requires the ability to observe ardktelop deep insight into

the company business model (IIRC, 2011)‘an; organization’s business model is its systemtrahsforming inputs,
through its business activities, into outputs auticomes that aims to fulfil the organization’satggic purposes and create value
over the short, medium and long term’

Shared knowledge amongst users in the MFI can iveptioeir ability to ‘see through’ financial repartgher
corporate disclosures, and other information prodocto underlying economic processes in companies,
analysts, FMs and other agenflus a related response to the above problemsdswelop enhanced public
and academic understanding of expert knowledgelolese and used by MFI agents and their parent firms
This concerns, inter alia, expert knowledge of camyp business models, and of various information
intermediation models (agents in parent firms), afdthe MFI. This would requires publication of
empirically grounded research on the role of igthles in the business models and intermediatiocgsses
of all major types of specialist information markieins and their agent

The possibility of much greater control oveislehaviour, misreporting, and fraud problems amal t
possibility of improving transparency suggest tlegulators and policy makers should exercise cbotrer
the ‘financial innovation spiral (Merton and Bodi&)05), the ‘performation’ process (MacKenzie & Wil
2003) and ‘performativity’ (MacKenzie, 2006; Pre@807) in the MFI. A direction fareform and change
lies in influencing knowledge, social and econoraind factors to create transparency and ‘intelligent
accountability’ conditions (O’Neill, 2002) for MFdgents and the wider public. The theoretical disiomsof
MFI problems and related agent and parent firm lerob also suggests that a more critical, scepéndl
reflexive stance, is required for reform and changhkis may best be secured by a wider understgraithe
social systems through, inter alia, Bordieu (19980d ideas of ‘performativity’ (Mackenzie, 2006)datheir
application to the empirical phenomena discussee. fide use of Stones (2005) ‘strong structuraieory’
with his emphasis on agency, structure, knowledge action, can help develop this critical stanéet is
combined with Merton'’s idea of a financial innowetispiral (positive and negative), then a new combi

means to critically appraise ongoing MFI operatiand change can be developed.
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7. Conclusions
This paper has sought to understand the marketinformation (MFI) through field research and

theoretical development. Conventional finance thgoovides a traditional way to interpret the erigair
findings. However, major limitations were identdie this theoretical approach. The paper hasldped

a new conceptual framework to overcome these pmubl@ understanding of the MFI. Stones (2005)
‘Strong structuration theory’ (SST) and relatedrhiture on finance, management and sociology ahtia
were employed to interpret ongoing MFI processeab structures. Merton’s (1995) ‘financial innovation
spiral’ was used to explore longer term structahainge and evolutionary processes in the MFI ecanom
activities. Stones (2005) and Merton’s (1995) ‘final innovation spiral’ were combined to interpret
longer term changes, both mutual and reciprocakdmnomic systems, knowledge creation and social
structures.

The SST provides a novel conceptual framewmrkterpreting the MFI empirical narrative. Thaper
used SST to investigate case studies of MFI agstrts;tures and economic processes, where individua
MFI agents were located in a network of positioagbice relations. The central role of MFI economic
processes in exploiting and reproducing MFI soatlcture and knowledge, and the mutual and
reciprocal nature of change in economic, social &ndwledge structures in the MFI, were both
highlighted in the paper. The MFI empirical nar@atand field studies do not provide direct evideoé
the duality of structure and agency and hence dogglirectly test structuration theory (Stones, 200
Giddens, 1984). However the author argues thaditiadity of agency and structure can be inferredhay
many interactions observed in the MFI field studiédse MFI empirical narrative provides opporturstie
apply SST in a new and significant field as sugegt$ty Stones (2005), to explore SST limitations itged
worth in such a context, and to investigate how $&T be further developed. It provides an opmittu
to illustrate the empirical and theoretical valde¢h® many qualitative field based studies in thEl idver
a 25 year period.

The above reveals opportunities for furtteoretical development and contribution to bstbnes
(2005) ‘strong structuration’ theory and Merton'$995) ‘financial innovation spiral’. It shows the
combined relevance of these theoretical sourcsetstudy of accounting and finance phenomena. i$his
consistent with Ahrens and Chapman (2006) arguthentresearchers should view qualitative field gtud
as a theoretical activity (Jack and Kholeif, 200iMis paper has demonstrated how this perspedive i
relevant to empirical work and theory developmentthe MFI. The paper straddles accounting and
finance disciplines as well as management theody sotiology, and creates new opportunities for an
interdisciplinary dialogue in the MFI area of study

For example, from finance theory perspectivey add the required theoretical frame to explain
structure and change that are central to econororepses. They provide explanations of how knovdedg
and social structure factors can play a role irucedy or exacerbating information asymmetry (IAS),
Adverse Selection (AS), Moral Hazard (MH) problemsd hence in altering transaction costs for

producing and exchanging key information serviddgey provide explanations of why combined failure
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in knowledge, social and economic factors can oequwt why a combined response is required. This
places finance theory into a wider explanatory evinaind highlights its unique strengths in explaini
economic activity as part of this larger context

The risk with the approach adopted in thiggoas that a new empirical and theoretical nareatiould
combine with similar crisis events and factorsra2000-2007 and create new conditions of unthinking
convenient ‘performativity’ at some point in thetdte. However, the theoretical discussion of MFI
problems and related agent and parent firm problal®s suggests that a more critical, sceptical and
reflexive stance, is possible for reform and changeis may best be secured by a wider understgrafin
the social systems through, inter alia, Bordiel®@9and ideas of ‘performativity’ (Mackenzie, 20@td
their application to the empirical phenomena disedshere. The use of Stones (2005) ‘strong Stratdar
theory’ with his emphasis on agency, structurevkadge and action, can help develop this crititahece.
If it is combined with Merton’s idea of a financiainovation spiral, then a new combined means to
critically appraise ongoing MFI operations and demran be developed. The above extensions to the
theoretical narrative are intended to create a nwoitical and reflexive ‘performativity’. The new
conceptual framework and the change process maidisiethe social and knowledge factors impinging
on individual agents, their parent firms, and th&€IMThis provides an explicit and coherent means to
observe debate, analyse and influence combinedatgonknowledge and social problems in MFI agents
and their parent firms and the wider MFI. This isuperior approach to a world where these invisible
factors are allowed to have hidden, negative amthallenged effects potentially leading to failure.

The combination of empirical and theoreticalrative was also used to develop policy preschiito
deal with problems and with change in the MFI, artigular during the financial crisis of 2007-0i§
paper has argued that three simultaneous solui@nezquired to respond to such problems arisirigédn
world of finance. They involve improved understamgdof MFI agent processes and parent firm business
models, and the wider MFI. They include improverseint the theoretical narrative about these models
and roles in the market for information. The paglep argues that the enhanced empirical and thealret
narrative creates the means for a more criticalsmeghtical stance relative to ongoing activity ahenge
in the MFI. These three proposals provide a neangh agenda for researchers, policy makers and
regulators. These could create improved socialemoetiomic conditions for ‘intelligent accountabilitgr
the benefits of the wider public (O’'Neill, 2002).
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Table 1 Field studiesthe market for information

Field studies on corporate disclosure in the market information.
¢ Gibbins et al (1990) -Holland (1998a) -Holland 988-
¢ Holland (2005) , Holland (2009). Mayorga, (2018hen, Danbolt, and Holland (2014)

Field studies on fund manager research and roletire market for information.
¢ Holland and Doran (1998), Holland (2006), Robettal €2006)
+ Barker et al (2012) , Holland (et al 2012) ,Colenf2014) Holland (2014)

Field studies on sell side analyst research andcttisure in the market for information
¢ Barker 1998), Marston (2008), Holland et al (2014)
+ Haig et al (2014), Maise (2014)

Figure 1 A simple form of the MFI

CIVIL SOCIETY Power, Resourc LegitimacM®I, teams, agents

Function? /\
i 2
Regulation of* Info + Informed

Agents = individuals in information matkfirms = companies, FMs, analysts firm, ratingndedia firms etc| Society & Civil Socie

knowledge based Conte)lt
‘Finance & Investment Socie; -Power, Resouss, Legitimation? /|
influence From all MFI sources
) ) ) influence social states &
Market for information = sub se( of above - simpleform structurein MFI, Finance

= individuals and teams workinghese firms

Actdrxchangeprocesses Market wide
Exchangeprocesses
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Social influenc

Information
Quantitative &
Qualitative

+ Expert informed
knowledge context
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-fromall MFI
sources

Information,
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Social influence

influence decision
actionsof IMFs

Information,
Knowledge, & £s?
Social influence

Information
intermediaries

eg Analysts,
journalist,
rating agency.

MFI state changes
=Info set, Knowledge,

Stock market state

volume volatility,

+Consensus about these
+Dominant narrative
about companies,
industries, economies,
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Table 2 — Empirical constructs for the MFI deriveddm the field studies

Special aims, purpose and function of informationarket firms (IMFs) — and their special business mdsle

‘Real’ companies — create value in product / factmarkets and communicate this to investors andkstuarkets

FMs —invest in real companies —acquire private iinfation & knowledge — high quality stock/portfolivestment decisions for clients
Analysts - analyse companies — provide valuatiforecast, advice — create value for own parent firm

Eg FM Business model — mobilise hierarchy and resesi— to reduce decision costs in FM teams andithaals
Exploit soft (intangibles) information plus hardunerical) information in decisions FM as exampldoiv to do in many IMFs in MFI

Structure=key resource =formal and informal — hierarchy MFs and networks/relations in markets- in MFI ardsrity markets
Actors —Company top management, FMs, analyst, financial anetti

Domains or contexts Economic, Knowledge/Learning, Social

Time — short term — ongoing processes — Longer term pease

Purposeful processesnd Interactions= Economic, Information, Knowledge/Learning, Social
Economic = choices = change states in other keydMBnd market states - for own IMF benefit

Information Processes disclosure, research, intermediation, exchangesconomic processes
= timing anatérpretation, narrative and story-telling aboutlwa creation (mainly in companies)
= public andyate, behaviour and actions
= formal andanmal
= dynamic intated process or systems in IMFs
Information content = numerical - and qualitativbaut intangibles

Social and Influence processestwo way and multilateral between companies, FMalysts and others in MFI
Involve processes of subjection and internalisatibother party’s aims and values — especially shatders

Outcome®f ongoing processes
+ =changeMarket statesor = change in MFI states, & Stock market states
¢+ = Above current — economic-social activ® Reproduce existing MFI social structures & pro@sss

Market statesor outcome®f ongoing processes change in MFI states, and in Stock/security reagtates

MFI state changes =Information set, Knowledge, ConfiderCensensus about these +Dominant narrative

(about companies, industries, economies, stock etark

Stock market state changes =Price, volume, volatility, liquidity

Eg Analysts provide benchmarks for consensus valuabrecasts, and advice in the MFI

Eg FMs under and over weighting of stocks providednmarks for FM consensus views relative to simedistors

Eg Company top management provide consensus rdtingsp/weak analysts and FMs. Latter do samedonpany management

Knowledge / Learning processésissues in IMFs and the MFI

= Each IMF learn and create expert knowledge (abmrhpanies, about self, other IMFs, MFI and securigrkets)

= Exchange of knowledge about company value cregtionesses and about other IMF's value creationseha social contexts

= Each IMF exploits knowledge about companies, aleach other, and about markets for informationt8ck markets

=Shared IMF and MFI knowledge as key social congexding actions and behaviour in firms and markets

=Major limits of existing finance theory to undenstls and exploit soft intangibles information inAMecisions — hence limited use

Outcomes of Longer term processes
¢+ Change- Accelerate process of change in IMFs & MFI stawe during crisis/ failures
¢+ Change andEvolutionary processes — novel forms arise in IMRsir structures and processes
+ Knowledge about the above

Outcomes of Longer term processes
Change- Accelerate process (eg learning, evolution of 8MFMFI) during crisis/ failures in MFls, financiaharkets & financial firms
Change ancdEvolutionary processes — novel forms arise in IMRsir structures and processes.
eg Evolution of Company financial communiocat, FM roles and types, analyst roles and tyfpesicial media role
Change andevolutionary processes — learning critical — chaag®e in MFI — eg changing increasing significante
-shareholder wealth maximising agenda and conagmeiliated user information needs
-private company meetings and direct informati@mfrcompanies rather than intermediated information
- 'soft’ information — alone & with ‘*hard’ informain — in company business models/ role of intarggitih value creation and valuation
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Appendix 1 Field studies in the MFI
1.1 Field studies on corporate disclosure in thekeafor information.

Using a grounded theory approach Gibbins et al @L@@veloped a framework for corporate disclos&iems developed a stable two

dimension internal preference for managing disa®ga analysts, investors, consultants, audit@gulators and other external parties.
The first dimension was based on an apparentlyitisadracceptance of rules and norms for disclosarhis external world. The second

involved a firm propensity to seek firm specificvadtage in how disclosures are made and interpr&@teid preference developed as a
result of external market factors as well as iraefiim factors. The attributes of disclosure thatre managed included the information
itself, and its timing and interpretation. Struetun the firm and in the external world and itformation demands, had an important
influence on disclosure outputs, as did externaliaters and consultants, as well as opportunitiesrerms in the current situation.

Holland (1998a) described how large UK companiesroanicated with their institutional shareholders] énvestigated how this private
disclosure process relates to financial reportifige article drew from case studies based on fiekkarch interviews with senior
executives in 33 UK companies during 1993-94. Fogights into corporate disclosure arose from ttase data. Firstly, a private
disclosure process to institutional shareholders watlined. This concerned comment on public qtetihte disclosure and new
qualitative disclosure about corporate intangibilesvalue creation. Secondly, the private disclesactivity was recognised as a
significant part of a larger corporate decision aarning public versus private voluntary disclosimethe ‘market for information’.
Thirdly, a range of factors were identified as ameging private disclosure. These include the peedelimitations of financial reports
(annual reports and interims), both as a disclosmeehanism in their own right and by comparisorhwitivate disclosure channels.
Finally, despite these limitations, financial refsowere recognised as a central component of arlagyporate disclosure system. The
article therefore provided a novel insight in thaerof financial reports in the larger corporatsctbhsure process, and the wider
information system.

Holland (1998b) using the same data as above myehhtin economic terms company management sought to balance public anc
private voluntary disclosure (numerical and intéeg) so they could gain the perceived market arai@ domain benefits of public
disclosure without threatening the perceived exgkapenefits of private disclosure. Company manages@mght to publicly disclose
towards the point where the perceived reductiothénagency costs of equity capital equalled theegsed costs of public disclosure to
markets and the public domain. However there wasesscepticism in the company cases concerningofastpital and liquidity benefits

in the stock market arising from financial commuaticns in the MFI.

In social termscompany management sought an optimum mix of discéo (content, behaviour, public and private), t@intain the
corporate reputation for disclosure amongst coentsg(FMs, analysts, and journalists) and the widlet. Desirable changes in their core
FMs and in their states of confidence and knowledgee perceived as a longer term intermediate maimdluence wider market states
in the MFI (information set, confidence etc) and thtock market (prices, volatility, liquidity ancblume trades etc). Corporate
management expected to gain reciprocal benefits fiopportive MFI actors during transactions suctaksover bids. Exchanging private
information with a network of FMs in the MFI wasrgans to build up reputational capital in the maféesenior executives.

Holland (2005, 2009) extended the above research rkdoy conducting further field research in large UK companies during 2000-
2004.Holland (2005) outlined a grounded theory of cogterdisclosure comprising, disclosure of the cafmstory of value creation and
intangibles, managerial optimism and opportunisng af continuous corporate interactions the ‘marketinformation’ and the stock
market. The disclosure activity led to cumulativeporate learning about perceived ‘market for infation’ outcomes and stock market
outcomes and their ‘fragility’. Corporate learningsweinforced by private and public interactionthviind managers and analysts. This
fed back into cumulative corporate understandings experiences (priors) of their disclosure behavishich then became drivers of
subsequent disclosure. These interactions andtiperate responses revealed the dynamic elemeorporate disclosure behaviour.

Holland (2009) used the same case data as Holl20@5] above to explore empirical patterns concerrire structure of corporate

disclosure content to MFI actors (such as sell sidalysts and fund managers). This paper revehkdcorporate private disclosure

content has structure and this is critical in mgKimvisible” intangibles in corporate value cremtivisible to MFI actors and other capital
market participants. Structure to corporate disglesontent was based on three common and connealigel creation processes in the
corporate business model (IIRC, 2011). These involviedarchical, operational, and relational valueation processes. Structure to
content was based on the use of similar categofiesrporate intangibles in corporate disclosureuitvalue creation. It was based on
common underlying structure to corporate narrasiractures such as sequences, events, consequesiessetc. It was based on these
combined narrative and value creation structufesas also based on common change or responsiiegiaf the value creation story as

well as persistence in telling the core value @@astory. The structure of disclosure content wa®urce of information per se for MFI

actors, as well as specific disclosure contentalavg the more specialised narrative about a compasiness model and value creation.
Disclosure content structure created an informettesa for MFI actors and other capital market m@paints to interpret the meaning of
new events in a more informed way.

Chen, Danbolt, and Holland (2014) extended the abesearch work by conducting further field reseanchanks and bank analyst in
2007-2009. This research was required because avfgels in banking over the previous two decadesbacduse the 2007-2009
financial crisis added to concerns about existingkbbusiness models. Using qualitative data dalteérom interviews with bank
managers and analysts in the UK, this paper degdlapgrounded theory of bank intangibles. The mosletaled how intangibles and
tangible/financial resources interacted in the baalke creation process, and how they activelyaedpd to environmental changes. It
showed how this model was the basis for corporsabure of ‘soft’ information to bank analystedasther MFI actors. It illustrated
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how bank intangibles were understood by external B#servers such as analysts, and how bankers readgsts differed in their
views.

Mayorga, (2013) further developed Gibbins et al9@9model of corporate disclosure through semiestmed interviews with 22
experienced senior managers from diverse compafiese were identified as those managers (compeangtaries) likely to have
best knowledge about the structures used to mat@mgauous disclosure and the problematic areashepanies face in managing
compliance. Corporate disclosure experience of kapagers, formal and informal structures and guigaestablished disclosure
practice, and relationships with analysts, auditord legal counsel, formed the set of corporateMenge based intangibles used to
manage disclosure. Large companies primarily usestsired disclosure processes and responsive coioatiam networks whereas
small to medium companies rely on informal procesaed interpersonal communications. There wasnsersus amongst the
companies that their primary disclosure concern twasatisfy the information needs of shareholded leeep the market informed.
Managers were also concerned about being respotwsiaealyst expectations, and sought to improve tleputation, and maintain
(large companies) or build (small and medium siz@thpanies) their analyst following.

1.2 Field studies on fund manager research andirotee market for information.

Holland and Doran (1998)describe how UK fund managers (FMs) sought to aecani information and influence advantage from the
relationships they enjoyed with their investee canigs. The FMs invested much time and effort eatiing these private links and
contacts with companies set in a wider ‘marketifdormation’ context. They sought private inforntation the intangible factors
driving company value, and they sought to confimd aiscuss public information about the companlégir aim was to produce
added value in stock selection and asset allocataisions.

Holland (2006 explored how FMs dealt with major problems ofdgence and uncertainty in stock selection and getaallocation
decisions. The FM case data revealed the natuteeofprivate information agenda with companiesywali as with analysts and other
actors in the MFI. This concerned corporate int#llal capital or intangibles and the dynamic cotines between these variables in
the corporate value creation process or busineseimBrivate information was combined with publatisces to create a knowledge
advantage within fund management teams. The FMréekpowledge was used to construct a FM ‘mosiaacerning corporate value
creation, valuation, and risk. Subjective sourdesformation on company intangibles were usedumeric estimation and valuation
models. These sources were central to stock sategortfolio decisions and risk management. Thteddocussed on downside risks.
The case data provided insight into how the coteobbaok value and market value gap arose and #gatpole of information on
intangibles and intellectual capital in valuing ttempany.

Roberts et al (2006)evealed many insights into the impact of the Métial context (‘relations’) and their disciplinagffects during
company management private meeting with instit@iomvestors such as FMs. The authors used Folgaattalysis of
power/knowledge to explore how the meetings shapeztutive subjectivity. The meetings created caomt for processes of
executive subjection to institutional investor dvi power. These include the anticipatory self-diBop of executive’'s extensive
rehearsals for the meetings, and secondly in toelsi of face-to-face scrutiny of the meetings thelwves. Company management
subjection to investors allowed management to speakehalf of the investor within the business ik strategic actions in the
name of shareholder value.

Barker et al (2012)used field research to explore why FM private mngewvith investee company management were congiderbe
FMs most important sources of investment infornmatibheir core explanations based on their evidéhteat'the characterisation of
information in conventional economic theory is testricted, that fund managers fail to act with tta¢ionality that conventional
economic theory assumes, and/or that the primahyevaf the meetings for fund managers is not relatetheir investment decision
making but to the claims of superior knowledge miadelients in marketing their active fund managetrexpertise’ This raised
questions about existing economic theory and wfsisformation usefulness. They argued for furtresearch into the role of tacit
knowledge in equity investment decision-making, atsb into the effects of the principal-agent iefship between fund managers
and their clients.

Holland (et al 2012)explored how fund managers acquired and used aomipéellectual capital (IC) information in their utine
equity investment decisions. On-going investmestivily contributed to knowledge creation in the §Mand investee company
knowledge creation was affected by the FMs. FM Kedge was an important component of the key interg@nd informed contexts
surrounding FMs activities. The findings providedights into how FM knowledge creating patterndddimit or progress a common
language of communication between companies andetsaon the subject of IC. This could impact on thlity of corporate
disclosure and on FM research and accountabildggases.

Coleman (2014)interviewed fund managers to examine their usénahce theory. The evidence indicated that corwaat finance
theory was too impractical to use due to weak fatiods, non-availability of data and omission diuitively important material.
Weaknesses arose because the theoretical deceiadigms was not validated with practice. Colemaued for a better descriptive
theory to translate research-practitioner knowledge

Holland (2014) outlined a behavioural theory of the fund managenEM) firm comprising, investment decisions (&ck and
portfolio levels) by teams and individuals. It demtrated how FM organisational processes mobilissdurces within hierarchy to
enhance investment team decision conditions, deciists and processes. These were expected tovienire chances of FM success
via new information production (internally and inet MFI) and better quality decisions. The dynanmiements to FM firms was
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interpreted as tentative organisational means &b wigh major problems of behaviour, uncertaintyl amformation asymmetry at the
heart of the valuation, investment, and performgmadlems facing FMs in the ‘market for informati@nd stock markets.. It was
argued that this approach provides an example wftboconduct research on a range of other MFI actmd firms such as sell side
analysts, journalists and rating agencies.

1.3 Field studies on sell side analyst researcth disclosure in the market for information

Barker 1998) developed a grounded theory of the market forrmédion derived from field interviews with finand&ectors, analysts
and fund managers with respect to stock marketnmdtion flows. The evidence suggested that ‘rawadéowing directly from
companies is of considerably greater importandarid managers than ‘processed’ data generateddlysas. However, analysts play
an important role in the market for information, leh mechanisms of information efficiency and asvigers of benchmarks for
consensus valuation. Barker argues that this sudigasthat the research literature has not paifficent attention to the role of
accounting information in direct communication beéw companies and fund managers. This has medrthéheole of analysts in
share price determination has been overstatedrdgaoperficially understood.

Marston (2008) investigated how company meetings with analystsiamestors have changed over the period 1991 62 2ie to
company or marketside change drivers. Companies and their invaslations professionals ranked eweone meetings as the
most important communication channel with analystsl investors both in 2002 and 1991. Companies wesétive about their
relationship with analysts and investors with sémiperceptions to those held in 1991. Issues ofekloéder value and company
strategy were increasingly the most important ®giiscussed in private meetings with analysts. Atumaber of ongo-one meetings
and audience size had increased over the pericgl.nimber of meetings held by companies increastd avhigher humber of
institutional investors, greater analyst followirigreign listings, extreme markéd-book values (high intangibles) and recently issued
share capital. Audience size was driven by compéeyand sell side analyst following. The existeatforeign listings was the most
important explanatory variable for the size of #uelience of busgide analysts and fund managers.

Holland et al (2014yevelop a model of the information intermediatioferof analysts in the ‘market for information’ (YFThe
paper illustrates how the same type of ‘soft’ igilles information changes as it progresses throagalyst information
intermediation processes. The latter concern: comphsclosure; analyst acquisition and analysiaipany information; and
analyst reporting and disclosure processes. Thamm information concerns ‘soft’ or qualitative dnfnation about the company
intellectual capital (IC) or intangibles in the caamy business model. This information is the bamiglétailed business analysis of a
company as precursor to the production of finanaralysis, forecasts and investment advice. Theéss analysis information is
normally disclosed via private means and has irstmgdy becoming a core part of the analysts infaromaproduct (Haig, 2014). Soft
information serves as a ‘litmus test’ to exploralgst information intermediation because it is ##resto the influence of social,
knowledge and behavioural factors in the MBdnks and bank analysts are used as examples.

Haig et al (2014) discusses how independent invastmesearch has developed since the recent dlnbatial crisis. Field research,
documents and event participation were used tostigate the reasons for the change in the equitgareh market. Independent
equity researchers differ from the sell-side antaliimsed in investment banks and their brokerageatipns. Independent researchers
are less prone to the conflicts of interest in @nional sell side analysts. Both deliver investnarglysis to fund managers and their
buy side analysts. Independent researchers vagyoap with some producing the same type of inforomatis sell side analysts but
others producing more specialist reports. A keyirenvnental change has involved new regulation amfimission unbundling” and
the redirection of some research commission paysranway from the sell side to the independent atsl@ommission unbundling
was introduced in 2003 (in the UK) and 2006 (US)isThas led to changes in the flows of informatiothe MFI and in structures of
the MFI. FMs as research users are seeking to gearesearch costs in more explicit ways and anmegusidependent analysts to
diversify their information sources and put downadvaressure on research costs.

The above longer term change process in the MRtated that key elements such as: the forms ofiimdtion intermediation; their

information products; information users and thegeds; and the wider market for information; evolegether over time.

Intermediaries initially invent new information phacts and charge high margins for them. Marketstotners and intermediaries
eventually commodify these products creating furtineentives to innovate. In Sections 3 and 5 ¢hesanges in the economic
process in the MFI are explained as examples ofdvi&r ‘financial innovation spiral’ (1998).

Environmental change such as the failure of anslgsiring the dot.com boom in 1997-2000, and tharifiml crisis 2007-09,
contributed to the major regulatory change invajvihe unbundling of research commissions from gdugtding commissions. This
has coincided with the increasing role of knowlethgsed intangibles in corporate value creation ggees and value (Chen et al
2014). At the same time conventional sell side ystalinformation processing has become increasimgltinised and automated, and
has produced lower commissions for sell side atalyBraditional analyst products (as forecastsuyatibns etc) have become
commodified in active information markets (EconanSep 21st 2013). It has become difficult for FMsl @ther information users to
differentiate between these standardised produuntista identify new pieces of information. These ismvmental changes have
combined and stimulated supply side and demandgeisaim the MFI. FM customers or clients have redpdnto the changes by
demanding more sophisticated ‘soft’ informationdgrots from both research sources.

As Haig et al (2014) notes equity research spetsahave learnt about change and responded byogévglnew types of equity
research in the form of the independent or boutignelyst researchers. These actors are less pootie tconflicts of interest in
conventional sell side analysts. There have alsem laglaptations to ‘traditional’ sell side analygbrmation products. In both cases
they have sought to develop and exploit their keolge based advantages in information productionpandiucts and hence boost or
protect research fees. Chen et al 2104 provide deangb bank analysts doing this. FMs as consumergsearch are demanding
deeper insights into business analysis concernirsinbss models and the role intangibles, in compaiye creation in competitive
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markets. These add context to more conventionafrimdtion products such as financial analysis anecfists. Haig ( et al 2014) argue
that users are seeing the business analysis asa$teimportant part of the new information produttés more useful in investment
decisions to be able to identify the most likelyaebe in direction and scale of value rather thdying on the spurious and suspect
accuracy of a forecast or valuation in an uncert@nld. Specialist equity researchers argue theydmvelop sophisticated business
analyses for FMs clients (Haig et al 2014), and aishance FMs ability to develop these analyses.

Change has also occurred to the financial journalignction in the MFI in the same period since 2006urnalists provide
information to many MFI participants and receivéoimation from them. The high quality financial niedFT, WSJ, Bloombergs,
BBC) focuses (in part more) on investigating mattdrsamcern to wider society (such as corporate framarket abuse, regulatory
failure) and making these public. Many of these eoenmercial businesses and financial journalises subject to economic
constraints. However, they are also more involvéti igsues of democratic accountability and thétilgcy of the finance system,
than other MFI actors. Company executives, anabstsFMs are more focused on public and privatelaisres and wealth issues.
However these activities overlap and contributecomsensus narratives, outlier narratives and cenfid in the MFI and stock
markets. Maise (2014) notes the declining resouasedlable to financial journalists. Sell side aistéd have also seen a decline in
resources allocated to their activities, but bbtytand independent equity researchers command marg/resources for the private
production of information about companies. As aulteshe investigative role of journalists has bemrtially replaced by equity
research specialists (Maise, 2014). This part fisation of what was previously a core journalistivaty has meant that companies
and MFIs are less accountable to democratic presdsswvider society.

The above reveals that experience of change haalated learning amongst MFI actors such as arslymirnalists, and FMs and led
to the development of new knowledge about equigaech and the development of new information prtsjsuppliers, connections,
channels, interactions and processes in the MBektions 3 and 5 these changes in the econontegsan the MFI are explained as
examples of Merton’s ‘financial innovation spirgl1998). For example, Merton (1998) predicts tHagse new high margin
information products will be simplified as marke¢spond and commodify them.
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