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Advances in information technology allow for remote working, leading to
suggestions that remote individuals can operate in virtual instead of face-to-
faceteams. Thispaper considersthe continuation of face-to-face communica-
tion in a European group of stock traders, despite the capabilities of informa-
tiontechnology toindividuatethework. Thecaseillustratesthat tradersprefer
and need to work in face-to-face settings for various reasons. Short-term
reasons arise from a need for instant and effortless communication in their
manipulation of market prices and for instant knowledge sharing, leading to
both higher individual and collective profits. Long-termreasonsarisefroma
need for continuous learning by novices and experts, as stock markets and
stock prices settle into behavioral patterns over longer periods of time. The
implications for computing and work are discussed.

Community of practice, remote working, electronic trading, knowledge work,
information systems, virtuality

1 INTRODUCTION

Knowledge exchange appears to be a centra issue in the so-called knowledge
economy (e.g., Drucker 1993), and the growing importance of specialist knowledge has
become of paramount importance (Blackler 1995). The implication is that specialists
now own the meansof production, resultingin human capital being of greater importance
to the firm than any other form of capital (Starbuck 1992).
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At the same time, information technology has “compressed time and space,”
allowing for global access to scarce distributed expertise (Ives and Jarvenpaa 1991, p.
33). Thisalowsknowledge workersto work together without regular face-to-face con-
tact through advances in information technology. Given this, it has been repeatedly
suggested that effective virtual communities could be formed (Mowshowitz 2002)
without (regular) face-to-face communication.

Anindustry that should bestrongly influenced by these devel opmentsisthefinancial
services industry. Some have suggested that the prime reason for stock exchanges and
the development of this financial system was to lower transaction costs in exchanging
capital (North 1991). By moving toward electronic trading, for example with the intro-
duction of the electronic communication networks (ECNs) on the NASDAQ in 1997,
stock transaction costs were significantly lowered. The system aso alowed for faster
trade execution, and provided more complete price information to traders (McAndrews
and Stefanidis 2000).

This change allowed for the globalization of trading on financial markets, as access
tothe marketsisnow possiblefromany location. Electronic trading wasto replace paper
trading, so that traders could do business from anywhere. Barrett and Walsham (1999)
argued that this change to remote trading (where traders do not need to meet in person)
could radically change the way in which traders establish, continue, and enhance their
relationships with each other.

In this paper, we argue that while thisform of knowledge work has been influenced
by advancesin IT, our empirical work illustrates how and why the work is still donein
face-to-face groups. Our conclusion is that the face-to-face group continues to act asa
socio-technical support system, leading to substantial learning benefits and coordinated
action.

The paper isstructured asfollows. First, aliterature review is provided on how the
move to electronic trading in financial markets could individuate work. Then, benefits
of working in groups in a face-to-face context are put forward. Thisisfollowed by the
methodology. The case study then explores how and why a case of European traders on
the New Y ork stock exchanges continuesto work in face-to-face groups. We argue that
thefusion of technical and social contact leadsto coordinated trading and influence, and
to member learning, which is made possible by theimmediacy of direct communication.
The implications for theory and practice are discussed in the final section.

2 ELECTRONIC TRADING: DETACHED,
INDIVIDUALIZED, AND VIRTUAL?

The change from paper trading to electronic trading on financial markets is often
viewed asan opportunity to decrease the need for human contact inthefinancial industry,
which affects the cost and benefits of market reach. This can lead to changes in the
nature and location of contact between individual traders. In the extreme case, trading
work can become individualized, detached, and remote.

Barrett (1999) and Barrett and Walsham (1999) have shown how the digital trans-
formations of trading work are often resisted by the traders themselves, for various
human and socia reasons. A member of the establishment commented that “ [traders] feel
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they have to see the whites of their eyes and to see if their hands are trembling [in
businesstransactions]” (Barrett and Wal sham 1999, p. 13), signaling acontinuinginterest
in maintaining rich and intense communications when trading by traders. Thisis con-
trastedwithkey players' viewsthat individualizationispossibleandthat traders’ contacts
can be severely limited. In summary, stock market |eaders believed that “electronic
trading support enables remote trading to develop with, perhaps, only occasiona need
for face-to-face interactions to establish or re-establish business relationships’ (Barrett
and Walsham 1999, p. 20).

Consistent with these possibilities, Knorr Cetina (2002a; 2002b; Knorr Cetina and
Bruegger 2000, 2001, 2002) viewsthe changein stock trading work by computer systems
astransforming thework from being embodied by adispersed network of trading partners
into a “postsocial” world, wherein humans and objects have changed to relate in new
ways. Whiletraders sit next to each other on trading sites, she feels that the computeri-
zation of traders work increasingly disengages them from the local setting. Her view
also represents a belief that detachment and individualization is increasingly possible
with technological advancesin financial work.

Other research (Barrett and Scott 2000, 2004; Scott and Barrett 2005) indicates that
the new work environment with IT will lead to a need for different skills. Inaphysical
trading pit, physical cues|ead to an embodied feeling for price movements, whereasin
thevirtual trading pit, intellectual skillswill dominate. Theinformantsin that research
argue that this will lead to more of a calculative and individualized work environment.

In contrast, Millo et al. (2005) oppose the view that a move from buildings and
paper to electronic systemswill create adetachment intrading. They arguethat theintro-
duction of electronic marketstransformswhereface-to-face contact takes place, but does
not eliminateit. IT doesredistributetrading work, but hasnot lead toisolated individuals
workinginremotelocations. Thisappearsto contrast acommon perceptionthat financial
markets will be virtualized and individuated by computerized technology.

Thus, whilethe detached, virtualized, and individualized nature of financial work is
possible through the introduction of 1T, perhaps motivated by the cost and benefits of
globalized work, others argue that it will not and cannot completely do so. To address
theoretically why, weturn to two areas of literature on knowledge exchange—dispersed
team work and communities-of -practi ce—that consider theformation and modesof com-
munication in effective groups. Thiswill provide us with a series of theoretical view-
points to analyze our trading case.

3 KNOWLEDGE EXCHANGE

Sapsed and Salter (2004), in reviewing the dispersed team work literature, suggest
that knowledgeis ordinarily described aslocally embedded and difficult to transfer over
distances. They also suggest that face-to-face interaction is critical in facilitating the
transfer of complex knowledge, and for building trust, commitment, and social capital
among participants. They argue that often the absence of face-to-face interaction pro-
duces distrust among distant partners, thereby inhibiting the sharing of knowledge.

Ingeneral, spatial proximity isconsidered to enhance organi zational communication
asit permitsintense and ongoing face-to-face interactions. The reason for thisisthat it
isthe“richest” form of interaction, despite various (el ectronic) forms of communication
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such asinstant messaging, groupware, videoconferencing, etc. (Daft and Lengel 1986).
While it has also been found that experiences through other communication media can
also berich (Carlson and Zmud 1999), most studies find that colocation leads to better
knowledge sharing and overall performance than dispersion (Kiesler and Cummings
2002).

As aresult, while time and distance can be overcome to virtually connect distant
coworkers to each other’ s knowledge (Finholt et al. 2002) and has been found to allow
for collaboration across unprecedented geographi ¢ distances (Wal sh and Ma oney 2002),
spatial proximity and face-to-face contact s, at |east on occasion, important for thetrans-
fer of complex knowledge and the building of socia capital (Sapsed and Salter 2004).
It thus appears that moreis at stake in than just the ability to communicate—being the
development of trust, commitment, and social capital isimportant to create adesire for
exchanging knowledge.

Building on thisfinding, community-of-practice theory deals specifically with how
knowledgeis shared and distributed in awork context. Communities-of-practice (COP)
are groups of people who share aconcern, aset of problems, or a passion about atopic,
and who deepen their knowledge and expertise in an area by interacting on an ongoing
basis (Wenger 1998; Wenger et al. 2002). Knowledge in COP theory isaccumulated at
theworksitein asituated sense, and istheresult of group processes, and mutual engage-
ment in a common action or idea, which leads to mutual accountability among partici-
pants, and a shared repertoire of the “way things are done.” Furthermore, Brown and
Duguid (1991) built on Orr’ s (1987, 1990) work to explain how knowledge pertains and
istransferred in informal relationships, through shared insights and narratives.

Knowledge in a community of practice is accumulated at the work site during
situated work, and is the result of group processes (Lave and Wenger 1991). Com-
munity-of-practice theory has been said to have originated in a wider tradition of
learning, education, and cognitive theories (Fox 2000). Specificaly, it has been
addressed as a specific version of socia learning theory, wherein individual members
learn in the workplace (are situated) by participating in shared activity. Knowledge and
practice as inherently intertwined was put forward to challenge the then-prevalent view
of learning constituted as students “receiving” knowledge in a classroom, and alowing
them to exercise that knowledge later on (Lave and Wenger 1991).

Others using thistheory have considered enterprises or organi zations as constituting
amultitude of such communities (Fox 1997a, 1997b). Following thisline of reasoning,
individual memberscommunally learn by participatinginashared activity in aparticular
place. In this view, knowledge is transferred within a group by participants, tying
learning to ongoing activitiesin practice.

In short, community-of-practicetheory arguesthat knowledgeand practiceareinter-
twined. Inthisview, learningisacquired through performance. Whenthisisdonewithin
agroup sharing common interests, knowledgeisspread through variousmeans, including
socialization. This alows for new entrants to learn quickly about an area of work,
through an embodied apprenticeshipwith others. Both novicesand themore experienced
membersof thecommunity benefit from each others’ presenceasnew insightsare shared.

This communal conception of learning in awork context is, in some ways, at odds
withthebelief that financial work can be performedindividually through digital systems.
Thisleadsto akey question: Why do communities-of-practice continue to appear when
work could be completely individuated?
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Our findings show that face-to-face work still occurs in particular trading com-
munities and for particular reasons, in order to build what the el ectronic systems cannot
deliver. We explore this through the description of a daytrader community in Europe,
which trades on various New Y ork stock exchanges.

4 METHODOLOGY

Datawasgathered during the second half of 2007, asan interpretive (Orlikowski and
Baroudi 1991; Walsham 1993, 1995, 2006) in-depth case study (Yin 2003) in and around
the work site at TradeCo (a pseudonym) in amajor European city. Data collection was
focused on the activities and learning of expert and novice daytraders within the
community.

The objective was to perceive the understanding of social situations from the
viewpoint of participants in a daytrader community at TradeCo. To explore social
phenomena within groups and to interpret the meaning attributed to actions by those
groups, data collection consisted of semi-structured interviews, participant observation,
and secondary datausing internal reportsof thefirmto broaden possibleinterview topics.

Four different groups of individuals were analyzed in the case. The owner of the
company, whoisnot directly involved in the company’ s day to day operations, isagate-
keeper to thefinancial trading capital. Thethreeother groups performasimilar job, with
dlight variations. Traderstrade for TradeCo on the stock markets and receive a portion
of their gross profits as compensation. Trainee traders and managers generally do this
samework, but trainees do not receive asalary (or any other kind of compensation) until
they have proven themselves as good traders. They can do this by “graduating” from
traineeto trader by earning $2,000 in one month. Managers, in return for asmall portion
of al theother traders’ profits, areresponsiblefor day-to-day operations. Both managers
of this daytrader organization, 7 of the 12 traders, 2 trainees, and the owner were inter-
viewed. These 12 semi-structuredinterviewsvariedinduration, ranging from 30 minutes
up to 2 hours.

In the following, the case data will be contextualized by a short history of the
development of the stock market. Following this, the findings are provided, illustrating
the activities and methods of learning in this community of traders. Finally, thereasons
for their colocated work in both the short- and long-term are discussed.

5 CASE DATA

Sincethe stock market’ s conception in 1602, people have made aliving on the quick
trading of stocks, based on pricefluctuations. Sometraders specializein very short-term
investments, so that each working day represents a cash profit or loss, using only daily
holdings in shares. Making a living based on such short-term stock investments is
believed to have first been described in the book The Day Trader’s Bible (Wyckoff
1919).

With the introduction of electronic communication networks (ECNs), daytraders
could work from any location, using computers linked to the respective stock markets.
Extending aline of innovationsin remote trading which began with the telegraph in the
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mid-1800s, ECNs are an evolutionary broadening of the instant and remote work
possibilities of trading.

Many of the reasons for these innovations are related to the dynamic nature of the
stock market, where information increasingly loses relevance quickly. Any new infor-
mation must be acted upon quickly. Withthe devel opment of the ECNsonthe NASDAQ
in 1997, fast trade execution was possible from any location in the world, and complete
priceinformation wasmade availableto traders (McAndrews and Stefanidis2000). This
change has allowed for the globalization of trading on such markets, as accessto finan-
cial markets has become possiblefrom any location. The owner of TradeCo commented
on trading from a distance:

You know, I’ ve been in this business for almost a decade now. But even though
my company hastraded 1.5trillion stocks on the NASDAQ and NYSE, I’ veonly
seen a physical stock market once, and that only happened because | took a
wrong turn.

In 2004, TradeCo was established, thereby allowing daytraders to work remotely from
alocation in Europe, operating on the NASDAQ and NY SE. TradeCo isabranch of a
global daytrader organization that was founded in 1997.

The daytraders at TradeCo are focused on minimal price differences (in terms of
cents) to “shave” stock price differences between ECNs or expected minimal price fluc-
tuations on asingle ECN. Thistype of trading is only possible because of the minimal
transaction costs involved in exchanging stocks on an ECN.

5.1 Work Characterization

Day trading work has been described as modern knowledge work (Roya and
Althauser 2003), asdaytradersare essentially investment analysts. Thevariouscomputer
screens used by atrader signal a voluminous amount of information, which isfar more
detailed and instantaneous than what the occasional investor sees. Traders make short-
term investments in stocks, their contribution being an analysis—primarily based on
experience and hunches—of the stock’ s price, and the buying and selling of investments
resulting from quick price changes, sometimes two or three cents. The objectiveisto
benefit from such price movements.

Quick and experienced interpretation of theinformationiscrucial to good decisions.
The speed and direction of apricefluctuationisonly an estimate, and some estimates are
better than others. Novicesin this particular profession have a very hard time making
any money at the outset. In the words of an early daytrader,

L et anyone who thinks he can make money analyzing the stock market [attempt
to trade in a simulated mode]....Put my name down as the opposing side of
every trade and when done send me a cheque for what you have lost (Wyckoff
1919, p. 80).

On average, more experienced traders have higher payrolls, supposedly through tacit
knowledge. This allows them to make correct predictions of where the stock priceis
headed more regularly.
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In becoming a good trader, one must figure out both the technical terms being used
and how to use the tools at the trader’s disposal. Again in the words of an early day-
trader,

It seems to us, based on our experience, that Tape Reading is the defined
science of determining from the tape the immediate trend of prices. It isa
method of forecasting, from what appears on the tape now in the moment, what
islikely to appear in theimmediate future. Tape Reading israpid-fire common
sense (Wyckoff 1919, p. 7).

Replacetapewith electronic priceinformation and tapereading withtheart of analyzing
price information and this definition is essentially the same today.

5.2 TradeCo as a Community of Practice

Day trading isaskill, which can only belearned by actually doing the job. Novices
at TradeCo learn by employing daytrader tools in its specific setting, by mistake and
correction, through continuous|earning. Thisisfar fromanindividual affair, astheaim
and speed of learning by atrainee is often affected by their colocated partners.

For example, sitting near someone with a successful technique can facilitate an
immediate transfer of both short and long-term knowledge, so that elements of that
technique can be implemented by the trainee. The same holds for more experienced
traders, as learning is a perpetua work in progress, and insights are shared quickly
between face-to-face workers. As price and stock market behaviors take unexpected
turns, learning isacontinuous necessity. Thesituated nature of learning isnoticeablefor
both novices and experts.

Members of the community gain legitimacy asthey become experts, often seen and
expressed by their income. Legitimization is primarily measured in a trader’s salary,
which also denotes his rank in the collective. Further to this, the number of screens a
trader’ sdesk sportsindicates how much money heisableto earn. Traineesand ordinary
tradersstart out with two computer screens. Oncethey earn $10,000, an extrascreenwill
be added ceremoniously and yet another one when a trader has once earned $20,000
gross in asingle month. When problems arise, the better trader will always be helped
first by management. For example, software problems |eading to ambiguity in the data
stream from the ECNs ordinarily require a phone call to the ECNs to determine how
many shares a trader owns or owes, in which case the biggest traders are assisted first.

Because of this, the community of daytraders at TradeCo can be seen as a hier-
archical, quick moving, and learning community of practice. Thisis expressed by the
situatedness of learning, and how legitimacy is expressed.

5.3 Short-Term Communal Learning Benefits

Withinthiscommunity of practice, thereareanumber of short-termlearning benefits
from colocated work. First, colocation leads to the ability to take short breaks, and this
enhancesthe scope of the market. Thisispossible because of the community’ swatchful
eye and the quick communication through direct physical presence. Second, knowledge
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isalso shared in terms of price behavior estimation from person to community. Asthey
act as a community, opinions on price behavior “stack,” so that knowledge becomes a
community’ s opinion.

When little is happening on the stock market, and there are few opportunities for
profits, traders resort to social chitchat with their close neighbors, discussing what the
stocksmight do. Some even go outside for asmoke, or for aglassof mineral water. This
is always potentially dangerous, as the market can make a sudden move, so the few
traders left “on watch” will shout aloud warning should anything unexpected happen.
Traderswill then run back to their stations, make aquick evaluation, and resumetrading.

Such sharing is not just limited to observation of general trends, but also extendsto
a communal watching of events: As traders feel cognitively limited to monitor six or
seven stock prices at the same time, and nobody can monitor the entire market at the
sametime, all daytraders specialize in afavorite stock to trade and a few others, which
they will vary from day to day. When one daytrader picks up an interesting movement
on astock, he signalsthisto the group, who will then switch their collective view to this
one. All participants can then join in on an unexpected price shift in the market, leading
to profits that probably would have been missed by an isolated individual .

Within thisenvironment, success depends on peopl e hel ping each other, while at the
same time benefitting from their collective behavior. During conversations, traders
exchange insights to achieve a common understanding of where prices are headed.
“Wow, the markets are in bad shape again!” one of the best traders commented. This
signals to the other traders that prices will fluctuate more aggressively than usual.
Tradershel p each other out by communally and continuously commenting ontheir beliefs
of where prices are headed.

On one occasion a trader screamed “It's going up, it's going up!,” which was
followed by another trader pointing out signals that confirmed this conclusion. In the
end, the individual is the only one responsible for pushing the buy or sell button, but
when experienced daytradersindicatetheir belief that stock pricesareheadedinacertain
direction, the others will aso respond. Thus, while the buy—sell responsibilities are
inherently individual, the group at TradeCo collectively helps each other by having their
personal analyses “confirmed” by other traders.

Had they worked as individuals instead of as a group, their view on the market
would be more constrained, and they would not be able to take breaks. Knowledgeis
purposefully shared, and traders are socialy stimulated to add their opinion to the
community’s view of what the stock market is doing, with the hope that it will lead to
higher individual profits. Thisalso allowsthem to collectively manipulate stock prices
in certain directions. It thus appears that knowledge sharing in this community leadsto
communal benefits, made possible by instant communication, which may only be
possible in aface-to-face situation.

Traders at TradeCo a so have tacit agreements not to disrupt and negatively affect
another trader’s position. Each trader has enough buying power to manipulate stock
prices, with each having several milliondollarsat their disposal. Assumethat onetrader,
for instance, is 10,000 shares “long” (owns that amount of shares) in such a stock.
Another trader could manipulate the price by aggressively selling that stock, so that the
price would go down.

When asked to comment on why traders share their insights, despite a potential for
internal competition, atrader said,
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We have little effect on the world stage of the stock exchange, so we should not
bother competing against each other when we can help each other instead.
There splenty of stock market out therefor all of us. Also, if wedon’t help one
another, the market is the laughing third party, scooping up what could
otherwise have been our communal profits.

Furthermore, individual traders can only “shake” and “move’ market prices to some
extent on their own. When cooperating in small task force groups, however, they are
able to manipulate stock prices further to their advantage. Thisis especialy useful in
situations where they feel aprice will continueto rise or fall after they have collectively
givenit apush. When the dollars these traders control are combined, the impact on the
market can beenlarged. Thisisespecially useful whenthey feel astock priceisat aprice
barrier, and pushing it over or under that barrier would lead to a strong shift in price.
Ordinarily, they would then push the price in the direction they would like it to go. On
occasionswherethe stock price gainsmore momentum beyond thedaytraders' combined
forces, the continued movement of the stock price leads to a profit when the trade is
cashed in after this continued price movement.

It appears, therefore, that traders' knowledge of each others' whereabouts on the
market is required and supported within this face-to-face group of traders. The stock
market is a continuously moving target, and the ease, intensity, and richness of direct
communication allows for such intensive and continuous dialogue. This would be
severely hindered by even the best electronic systems.

5.4 Long-Term Communal Learning Benefits

In addition to the short-term benefits of sharing knowledge, there are also long-term
reasons for working as a group in a colocated setting. There is a continuous need for
learning and instant activities, as stock markets and stock price behaviors continuously
evolve in unpredictable ways. It can be argued that complex market knowledge is
transferred by continuous dial ogue across the traders with profitable knowledge.

Being a daytrader is also a continuous learning process, where one must learn the
generic adaptation and management of their portfolio with the market, and improve
trading skills. Asitisacontinuouslearning process, learning from each others' mistakes
and insightsis beneficia to all traders.

Knowledge in this case cannot be easily (if at all) captured and distributed through
electronic systems. According to one very experienced trader,

I’m genuinely not concerned about making my strategies public, asitreally is
thetrader and hisexperiencethat allow himto perceive the proper strategy for
the moment and executeit properly. Inorder to be able to make money and see
the opportunitiestheway | do, and even if someone memorized my reasons, the
person first needsto bite the dust on the market and then learn fromthere with

my help.

Thus, as decisions are often split-second, tacit understanding, which can be directly and
immediately applied in action, is essential.
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Instead, knowledge sharing consists of hints provided at the right moment in time,
when individual and collective activities can be combined in a particular market price
situation. In an environment requiring instantaneous communication, the role of infor-
mation technology is often limited to delivering numerous and instant market signals.
Skype and IRC are only used for background reflections and long-term predictions
betweentradersof variousdaytrader organi zations; short-term communication and action
is supported by verbal communication only. The high volatility of market knowledge
with avery short expiry date makes a face-to-face community-of-practice essential.

One trader reported that he was atrainee for avery long time, until the traderswho
were sitting next to him quit their jobs because they were no longer able to adapt quickly
to the community. The replacements located near him increased his capability.

When they left the company, other traders were relocated nearer to me, and
watching themwork helped me alot. By continuously attempting to copy their
strategy | managed to earn almost asmuch money asthey did. They showed me
why they acted upon which signalsand helped me under stand what | was doing
wrong, as much as what to do and when.

In thisinstance, observation of currently successful behavior appearsto have stimulated
the direction and speed of learning over a longer period of time. This tells us that
socializing with the currently successful tradersis key to individual success.

Tosummarize, learningisnot merely of necessity for theinexperienced new entrants
to the organization but isinstead a continuous requirement. Asthe necessary knowledge
for trading is complex, a more successful trader “teaching” another trader or atrainee
requires quick and intense communication. This appears to be possible only where
tradersarecolocated. Inaddition, it isargued that socialization between traders provides
an impetus for knowledge sharing.

5.5 Detachment Leads to Diminished Profits

To further support this claim, there is evidence that those who are under-socialized
or excluded fromthe group do poorly. For example, threetraders seated in amore distant
area of the office, in aquieter zone, believed they could perform better by just concen-
trating onthe market. Instead, their profits diminished considerably with the passage of
time. While they acknowledge that they were not earning as much as they did before,
they attributed this to changed market behavior to which they had difficulties adapting,
and not to a diminished ability to learn from fellow traders. According to the other
traders, however, their increased distance has led to poorer profits than in the past
because of their disassociation.

Next, we turn to our discussion of the results and implications for theory and
practice.

6 DISCUSSION AND IMPLICATIONS

A problemwith single case studiesisthat thereisalimitation in generalizability and
arisk of observer bias, a multiple site study helps guard against such a bias and adds
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confidence to findings by validating results across sites (Leonard-Barton 1990). Also,
a cross-case analysis could specifically seek out a contrasting case to highlight dif-
ferences between sites (Miles and Huberman 1994). Future research in the form of a
multiple site study and cross-case analysis can help address these limitations.

Given this, the case offersanumber of insights about the possibilitiesfor IT media-
tion in this critical industry, where information technology appears able to individuate
financial work. It illustratesthe continued need for a colocated community of day stock
traders. The results of socialization, short- and long-term learning, and decreased per-
formance by isolated individuals provide some evidence for this conclusion.

Confirming our results, Millo et al. (2005) argue that the introduction of electronic
markets has not replaced but transformed where the socia takes place. Thisview con-
trastswith the possibility that the computerization of financial markets could lead to the
detached and isolated individuation of financial work.

The current case contributes to the discussion on the role of technology in work
transformation by delineating the specific areas where a community of practiceis still
required—in our case, to be an effective daytrader. In this case, technologica inter-
mediation through ECNs allowed quick delivery of information to the remote office of
these daytraders, but face-to-face contact among traders was still required. This may
suggest that the resistance for virtualized work is not only anostalgic hope but a work-
related need (Barrett 1999; Barrett and Walsham 1999).

The survey of the literature on community-of-practice theory and dispersed team
work suggests that the intensity and richness of face-to-face communication allows for
the transfer of complex knowledge. In contrast, electronic communication systems can
impede such complex knowledge exchange. 1t suggeststhat knowledgetransfersarebest
accommodated by working in agroup wheretrust and collective goals are shared, so that
insights are exchanged between novices and experts. This does not imply that there
should belittle or no IT, but that the final layer of strategic value—in this case, through
communal learning and knowledge exchange to beat the markets—is accommodated
through colocated teams using the capabilities of IT.

In particular, the literature on community of practice and dispersed team work
emphasizes the importance of the social in “sticky” knowledge exchange. Thisnot only
arisesasastimulant for knowledge sharing, but al so through the performing of individual
and shared activitieswithin agroup. TradeCo's case providesempirical evidencewhere
and why direct social contact during knowledge exchange are required to produce a
community of practice that can “beat the markets.”

The COP in this case provides a strangely supportive context and culture for
knowledge transfer, with acommon incentive or purpose, but where creative work can
beindividually recognized (Barrett et al. 2004). We build upon and extend thisargument
by providing an example where contextual circumstances lead to individual success
through its dependence on communal coordinated (inter)activity, so that theincentiveto
sharestill leadsto individual recognition through instant profits. AsBarrett et al. (2004)
state, “ el ectroni c-based contact will often require supplementing with direct face-to-face
meetings for complex, delicate trust-based interactions” (p. 9). In our example, electro-
nic-based systemsdid and probably woul d not providefor the social and learning benefits
that are of crucial importance in successfully working with a fast-moving stock market.

Based on TradeCo's case, we argue that colocation remains of great importance in
facilitating learning processes, which impedes the individualization, virtualization, and
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detachment of trading work that appears possible through information technology. The
richness and social nature of the community allows knowledge and expertise to spread
morecompletely andrapidly, thereby directing and accel erating theindividuals' activities
and capabilities within the community. This also provides for short-term benefits in
coordination such as internal cooperation and external manipulation, and long-term
benefits in the distribution of complex knowledge by facilitating the transfer about
renewed market circumstances and general trading practices.

An implication of this research isthat strategic knowledge can and does appear in
the colocated practices where the new IT capabilities are embedded. This does not
eliminate the importance and need for information technology, but illustratesitsrolein
shaping the new and emergent face-to-face communities-of - practice around theintroduc-
tion of IT. Our paper illustrates how electronic trading alters the sources of electronic
and face-to-face communication. In many ways, computerized systems are contributing
to arearrangement of work that began with the earlier application of thetelegraphto send
stock prices outside of the stock exchange. Thus, more recent developments in infor-
mation technology have only transformed and broadened the scope of where and how
face-to-face work will be done.
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