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PREFACE

Social capital as both concept and theory has drawn much intellectual in-
terest and research in the past two decades. The attraction of the notion is
perhaps in part due to the common understanding that as a social element,
it may capture the essence of many sociological concepts (e.g., social sup-
port, social integration, social cohesion, and even norms and values) and
serve as an umbrella term that can easily be understood and transported
across many disciplines. It may also be due to the appreciation that as cap-
ital, it shares commonalities with other forms of capital (notably human
capital) in its focus on a payoff or utility. Intellectually and as a counter-
point theory to human capital, it excites scholars, especially sociologists,
who have explored other useful concepts in capturing the elements or re-
sources embedded in social structures and networks rather than in indi-
viduals. Since it shares human capital’s utilitarian aspect (capital), these
scholars see it as providing the necessary basis of a common language for
analyzing capitalization (investment and production) of social- and indi-
vidual-based resources for certain utilitarian outcomes. Still others, espe-
cially those engaged in policy analysis and decision making, find in social
capital a potential policy leverage: if human capital can be manipulated for
the good of individuals and society, perhaps social capital can be as well.

These attractions have also resulted in a multitude of perspectives (e.g.,
is social capital a collective or individual asset?), definitions (is it commu-
nity participation, social networks, or trust?), theoretical propositions (are
closed or open networks better?), and emphases (can social capital operate
in economic activities and organizations? Can it work in different social
and institutional contexts?). In fact, there is a looming danger that the free
flow of understanding, application, and interpretation of social capital
may soon reach a point where the term might be used in whatever way it
suits the purpose at hand, and thus be rendered meaningless as a scientific
concept that must meet the rigorous demands of theoretical and research
validity and reliability. Without a shared perspective, systematic opera-
tionalization, and programmatic studies, social capital may be in danger
of becoming one of many fads and fashions that come and go in sciences
and social sciences, and ultimately be abandoned for its lack of distinctive
features and contributions to the scientific knowledge.

To address some of these issues and exchange research information, we

vii
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organized an international conference on social capital held in October—
November 1998 at Duke University. We invited speakers who in our judg-
ment were conducting significant work on social capital, and over 150
scholars and professionals participated in the three-day event. In the sub-
sequent year and a half, we have asked a number of the presenters to re-
vise and update their presentations; the current volume is the outcome of
this collective effort.

This volume investigates social capital from a social-network perspec-
tive and provides a forum for ongoing research programs initiated by some
sociologists. These scholars and programs share certain understandings
and approaches in their analyses of social capital. First, they argue that so-
cial networks are the foundation of social capital. Social networks simul-
taneously capture individuals and social structure, thus serving as a vital
conceptual link between actions and structural constraints, between micro-
and macrolevel analyses, and between relational and collective dynamic
processes. Second, they are cognizant of the dual significance of the “struc-
tural” features of the social networks and the “resources” embedded in the
networks as defining elements of social capital. Trying to reflect these ele-
ments in the conceptualization and operationalization of social capital,
these scholars’” work forms a common, although by no means uniform, ba-
sis for constructing and building knowledge about social capital. Third,
they analyze the precedents as well as consequences of social capital. For
them, social capital not only serves as an exogenous force, leading to cer-
tain outcomes, but more importantly is itself the consequence of other
exogenous and dynamic forces. Specifically, these scholars focus on struc-
tural features in the political economy, the society, the community, and the
organizations which may account for the formation and distribution of so-
cial capital. Fourth, these scholars share the commitment that research on
social capital must be a multimethod, multilevel, and multisite enterprise.
The variety of methodologies employed (ranging from case studies to mul-
tilevel analysis) and the global nature of the research enterprise (works
conducted in the United States, Canada, the Netherlands, Hungary, main-
land China, and Taiwan) highlight the shared interest in and sensitivity to
the multimethod approach to validating hypotheses and in the contingent
nature of findings.

The volume is divided into three parts. Part I clarifies social capital as a
concept and explores its theoretical and operational bases. Lin, in the ini-
tial essay, provides a brief account that places the development of social
capital in the context of the family of capital theorists, and identifies some
critical but controversial perspectives and statements regarding social cap-
ital in the literature. It makes the argument for the network perspective:
why and how such a perspective can clarify controversies and advance our
understanding of a whole range of instrumental and expressive outcomes.
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Burt tackles a major debate between two different conceptual perspec-
tives on networks as social capital: an open network or a research focus on
linkages with ties outside a social group, or a closed network emphasizing
internal cohesion. Rather than seeing them as competing paradigms, Burt
argues that they are in fact complementary. The open network argument,
as exemplified in the analysis of structural holes, is the paradigm if ties to
outside the group add value to the group or its members. On the other
hand, the network closure argument seems to be useful when resources in-
side the group are sufficient and mobilized for group or individual mem-
bers’ gain. Thus, the chapter proposes an integration of the two models in
a more general one in which holes and closure are contingency factors in
the calculation of the value of the capital.

Lin, Fu, and Hsung, in the next chapter, take on the methodological is-
sue of designing an appropriate measurement of social capital. Assuming
that embedded resources in social connections characterize social capital,
they demonstrate—with survey data from Taiwan—the utility of the po-
sition-generator methodology, which yields good psychometric properties
and credible validity in a status-attainment model. The measurement is
also sensitive in illustrating differential returns of social capital to men and
women in different employment contexts (i.e., whether self-employed or
working for others).

Part Il reports on current efforts in the assessment of social capital’s util-
ity in the labor market, and how it operates from both the employer’s and
laborer’s points of view. The labor market is a research arena where a sub-
stantial number of social-capital studies have been conducted. Job-search
studies have clearly demonstrated the utility of social capital for job seek-
ers to attain better occupations. Only recently, however, has attention
turned to the utility of social capital from employers’ perspective. The
principal argument is that social capital should benefit both employers and
employees. For employers, networks present an important avenue for en-
larging application pools, providing additional or new information about
applicants, and furnishing a social environment to induce employees to
stay with the firm. More important, networks help employers match the
requirements of certain jobs with applicants. In cases where jobs require
external contacts or network skills, social connections facilitate the identi-
fication of applicants with the appropriate qualifications, especially those
who have networks rich in resources or social skills for the specific jobs.
Thus, it should be the case that social capital carries returns for both the
employer and the employee, matching supply and demand for labor in a
mutually beneficial way.

Fernandez focuses on employee referrals and calculates the returns or
benefits in the use of interpersonal connections for both the employer and
the employee. He and co-author Castilla investigate returns to employees
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who refer new recruits to jobs as customer service representatives. As they
clearly show, the bonus incentive is the leading inducement to employees
to engage in such actions. Further, those who are in structurally advan-
taged positions (they themselves had been referred or have served as cus-
tomer service representatives) are more likely to take such actions. They
thus demonstrate that social capital (evoking interpersonal ties) represents
a purposive investment for those in a position to take advantage of incen-
tives and results in monetary returns.

Marsden examines the utility of social capital from the employer’s per-
spective. He argues that the use of network practices for recruiting new
employees from outside as well as promoting or transferring current em-
ployees depends on costs, benefits, and constraints associated with its
usage in different circumstances. Social capital tends to benefit simple,
private-sector organizations, positions that require additional training,
and jobs in managerial, professional/technical, or sales/service rather
than un- or semiskilled occupations.

Erickson also focuses on the demand and supply of social capital and
argues that employers define jobs in terms of human capital (education
and experience) and social capital (networks rich in external contacts) re-
quirements, and match employees who fit these requirements. For jobs that
require social capital, occupants with such network resources are also bet-
ter rewarded in terms of higher rank and pay beyond the contribution of
human capital.

Flap and Boxman examine the question of why informal searches do not
always yield better job outcomes for persons seeking jobs with a panel
study of job applicants as well as a sample of the employers. In combining
these data, they demonstrate: (1) that it is important to take both employer
and applicant characteristics into account in determining whether social
connections would be used in the matching process; (2) that in fact em-
ployer’s requirements (e.g., minimizing damage or risk, and the potential
for a commitment to develop a career with the firm) may be more impor-
tant; and (3) that as a result of this two-way process, it cannot be expected
that applicants using informal job search processes would automatically
be better off (e.g., gain better jobs and income).

Part III examines how social capital operates in organizational, com-
munity, and institutional settings. Examining social capital with the net-
work approach does not suggest that the larger social contexts are to be
ignored; instead, it actually provides a foundation on which individual ac-
tions and societal constraints and opportunities can be better analyzed and
understood. Thus, it is most advisable that social capital studies always
concern themselves with larger social contexts. Essays in this section
demonstrate how such designs and analyses can bear fruit. Lazega and
Pattison use a case study approach to examine a law firm, where tempo-
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rary task forces present occasions for possible status auctions and compe-
titions. Use of p* models to study the multiplexity of resource (advice,
friendship, and co-workers) exchanges in the substructural level finds that
advice ties promote co-worker ties. It is therefore proposed that a multi-
plexity of resource exchanges may be seen as social capital that both pro-
motes and softens status competition. Advice ties and friendships also
show significant multiplexity and exchange effects. Thus, the authors sug-
gest that friendship both directly and indirectly softens the status differ-
ences in advice ties.

Wellman and Frank address the issue by employing a multilevel meth-
odology to demonstrate that social capital, as crystalized in social support,
is facilitated by tie characteristics, and micro- and mesolevel variables,
with both social support and tie characteristics simultaneously functions
of the larger social networks. Thus, the presence of a larger percentage of
parents and children in a network facilitates greater support behavior for
parents and children. This strategy demonstrates the simultaneous signif-
icance of individual agency and dyadic relations, as well as network prop-
erties for the utility of social capital.

Examining the larger social contexts also allows us to test the bound-
aries and contingencies of the usual expectations of the utility of social
capital as initially formulated in certain specific social and cultural envi-
ronments. Are weaker or stronger ties better for accessing better resources?
Is gender homogeneity or homophily more useful in accessing better re-
sources? Hurlbert, Beggs, and Haines study some of these issues. Their
research program examines the use of social networks and embedded re-
sources in what they call “extreme environments” such as in the wake of a
disaster (e.g., a hurricane) or life in a property-stricken community. Their
findings challenge conventional expectations and suggest that networks
and social capital useful in one social context may not work in another.
Thus, different social groups (gender or poor /rich), for different purposes
(formal or informal support), may or may not benefit from certain network
characteristics (size, density, and homophily).

How does social capital operate in other cultures? Bian makes an at-
tempt to analyze the notion of guanxi, a term commonly used to denote so-
cial connections among the Chinese. Bian suggests that in fact there are
possibly three understandings or theories about guanxi, each emphasizing
a certain feature of social connections: (1) it signifies and consolidates ex-
tended families, (2) it evokes instrumental use of connections, or (3) it per-
forms asymmetric exchanges in order to expand the diversity of one’s
connections. Using banquet giving and attending as indicators of cultur-
ally important social occasions, he sets up hypotheses for testing these al-
ternative theories. With panel data from urban China, Bian confirms the
significance of guanxi as a means of network diversity.
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The dynamic transformation of political and economic institutions ex-
perienced by a society provides another arena for examining the social con-
text for social-capital dynamics. Angelusz and Tardos were able to conduct
panel studies in Hungary before and after the collapse of the Communist
regime (1987 and 1997). The question they posed is whether factors affect-
ing social capital (resources embedded in social networks) changed during
this transformation, and if so in what particular manner. Using four differ-
ent methodologies to measure social capital (the name generator, the posi-
tion generator, the sending of Christmas and New Year greeting cards, and
membership in voluntary associations), they found that wealth became
more significantly related to social capital after the collapse of the regime.
Surprisingly, political involvement persisted in significance during the two
periods, and education showed no substantial increase in significance over
this period. The authors suspect that the transformation is still under way,
and further observation will be needed to gain a better understanding of
the social dynamics affecting the social capital distribution in Hungary.

This collection by no means claims to be representative of all significant
work on social capital currently taking place around the world; nor is it our
aim to settle all controversies and debates. Space limitations do not even
allow us to include important research programs using the social-capital-
network perspective to examine many other critical issues and outcomes,
such as quality of life, health and mental health, and collective behaviors
and actions. Excluded also is the arena of cyberspace, where rigorous and
systematic examinations and presentations will showcase the creative con-
struction and reconstruction of social capital in dynamic cybernetworks.
Nevertheless, we hope that the volume serves as a focal reference demon-
strating how social capital has been pursued as a theoretical concept guid-
ing systematic research. These theoretical and research insights, both
positive and negative, help form the bases for intellectual dialogue and re-
search development when other topics and arenas are engaged.

Nan Lin
Karen Cook
Ronald S. Burt
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Building a Network Theory
of Social Capital

Nan Lin

In the past two decades, social capital in its various forms and contexts has
emerged as one of the most salient concepts in social sciences. While much
excitement has been generated, divergent views, perspectives, and expec-
tations have also raised the serious question: is it a fad or does it have en-
during qualities that will herald a new intellectual enterprise? The purpose
of this chapter is to review social capital as discussed in the literature, iden-
tify controversies and debates, consider some critical issues, and propose
conceptual and research strategies for building a theory. I argue that such
a theory and the research enterprise must be based on the fundamental un-
derstanding that social capital is captured from embedded resources in so-
cial networks. Deviations from this understanding in conceptualization
and measurement lead to confusion in analyzing causal mechanisms in the
macro- and microprocesses. It is precisely these mechanisms and pro-
cesses, essential for a theory about interactions between structure and ac-
tion, to which social capital promises to make contributions.

I begin by exploring the nature of capital and various theories of capi-
tal, so that social capital can be properly perceived and located. I then iden-
tify certain controversies which, unless clarified or resolved, will hinder
the development of a theory and the research enterprise. By considering
social capital as assets in networks, I discuss some issues in conceptual-
ization, measurement, and causal mechanism (the factors leading to in-
equality of social capital and the returns following investments in social
capital). A proposed model identifies the exogenous factors leading to the
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acquisition (or the lack) of social capital as well as the expected returns of
social capital.

WHAT IS CAPITAL?

To understand social capital, it is necessary to consider the family of capi-
tal theories and trace their historical and conceptual development. A more
detailed explication of the concepts of capital and social capital is available
elsewhere (Lin 2001). Suffice it here to present a summary of their histori-
cal development. The notion of capital can be traced to Marx (1933 /1849,
1995/1867, 1885, 1894; Brewer 1984). In his conceptualization, capital is
part of the surplus value captured by capitalists or the bourgeoisie, who
control the means of production, in the circulation of commodities and
monies between the production and consumption processes. In such cir-
culation, laborers are paid for their labor (commodity) with a wage allow-
ing them to purchase commodities (such as food, shelter, and clothing) to
sustain their lives (exchange value). But the commodity processed and pro-
duced by the capitalists can be circulated to and sold in the consumption
market at a higher price (user value). In this scheme of the capitalist soci-
ety, capital represents two related but distinct elements. On the one hand,
itis part of the surplus value generated and pocketed by the capitalists (and
their “misers,” presumably the traders and sellers). On the other hand, it
represents an inovestment (in the production and circulation of commodi-
ties) on the part of the capitalists, with expected returns in a marketplace.
Capital, as part of the surplus value, is a product of a process; capital is also
an investment process in which the surplus value is produced and cap-
tured. It is also understood that the investment and its produced surplus
value refer to a return/reproduction of the process of investment and of
more surplus values. It is the dominant class that makes the investment
and captures the surplus value. Thus, it is a theory based on the exploita-
tive nature of social relations between two classes. I have called Marx’s the-
ory of capital the classical theory of capital (Lin 2001, Chapter 1).
Subsequent theoretical modifications and refinements have retained the
basic elements of capital in the classical theory, as represented in Table 1.
Fundamentally, capital remains a surplus value and represents an invest-
ment with expected returns. Human-capital theory (Johnson 1960; Schultz
1961; Becker 1964 /1993), for example, also conceives of capital as invest-
ment (e.g., in education) with certain expected returns (earnings). Individ-
ual workers invest in technical skills and knowledge so that they can
negotiate with those in control of the production process (firms and their
agents) for payment of their labor-skill. This payment has value that may
be more than what the purchase of subsisting commodities would require



Table 1. Theories of Capital?

Explanation Capital Level of Analysis

The Classical Theory
(Marx) Social relations A. Part of surplus value between the use value
Exploitation by the capitalists (in consumption market) and the exchange value
(bourgeoise) of the proletariat (in production-labor market) of the commodity
B. Investment in the production and circulation

Structural (classes)

The Neocapital Theories

Human Capital
(Schultz, Becker)

Cultural Capital
(Bourdieu)

Social Capital
(Lin, Burt, Marsden,
Flap, Coleman)
(Bourdieu, Coleman,
Putnam)

Accumulation of surplus value
by laborer
Reproduction of dominant
symbols and meanings (values)
Social relations
Access to and use of resources
embedded in social networks
Solidarity and reproduction
of group

of commodities

Investment in technical skills and knowledge

Internalization or misrecognition
of dominant values

Investment in social networks

Investment in mutual recognition and

acknowledgment

Individual

individual/class

Individual

Group/individual

aSummary of discussion from Lin (2001, Chapters 1 and 2).
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and, thus, contain surplus value that in part can be spent for leisure and
lifestyle needs and turned into capital. Likewise, cultural capital, as de-
scribed by Bourdieu (Bourdieu 1990; Bourdieu & Passeron 1977), repre-
sents investments on the part of the dominant class in reproducing a set of
symbols and meanings, which are misrecognized and internalized by the
dominated class as their own. The investment, in this theory, is in the ped-
agogic actions of the reproduction process, such as education, the purpose
of which is to indoctrinate the masses to internalize the values of these
symbols and meanings. Cultural-capital theory also acknowledges that
the masses (the dominated class) can invest and acquire these symbols
and meanings, even if they misrecognize them as their own. The inference
is that while cultural capital is mostly captured by the dominant class
through intergenerational transmissions, even the masses (or at least some
of them) may generate returns from such investment and acquisition.

However, these theories break significantly from the classical theory—
that is, because the laborers, workers or masses can now invest, and thus
acquire certain capital of their own (be they skills and knowledge in the
case of human capital, or “misrecognized” but nevertheless internalized
symbols and meanings), they (or some of them) can now generate surplus
value in trading their labor or work in the production and consumption
markets. The social relations between classes (capitalists and noncapital-
ists) become blurred. The image of the social structure is modified from one
of dichotomized antagonistic struggle to one of layered or stratified nego-
tiating discourses. I have called these the neocapitalist theories (Lin 2001,
Chapter 1). The distinctive feature of these theories resides in the potential
investment and capture of surplus value by the laborers or masses. Social
capital, I argue, is another form of the neocapital theories.!

WHY DOES SOCIAL CAPITAL WORK??

The premise behind the notion of social capital is rather simple and
straightforward: investment in social relations with expected returns (Lin 2001,
Chapter 2). This general definition is consistent with various renditions by
scholars who have contributed to the discussion (Bourdieu 1980, 1983/
1986; Burt 1992; Coleman 1988, 1990; Erickson 1995, 1996; Flap 1991, 1994;
Lin 1982, 1995; Portes 1998; Putnam 1993, 1995a). Individuals engage in in-
teractions and networking in order to produce profits. Generally, four ex-
planations can be offered as to why embedded resources in social networks
will enhance the outcomes of actions (Lin 2001, Chapter 2). For one, it fa-
cilitates the flow of information. In the usual imperfect market situations,
social ties located in certain strategic locations and/or hierarchical posi-
tions (and thus better informed about market needs and demands) can pro-
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vide an individual with useful information about opportunities and
choices otherwise not available. Likewise, these ties (or their ties) may alert
an organization (be it in the production or consumption market) and its
agents, or even a community, about the availability and interest of an oth-
erwise unrecognized individual. Such information would reduce the trans-
action cost for the organization to recruit “better” (be it skill, or technical
or cultural knowledge) individuals and for individuals to find “better” or-
ganizations that can use their capital and provide appropriate rewards.
Second, these social ties may exert influence on the agents (e.g., recruiters
or supervisors of the organizations) who play a critical role in decisions
(e.g., hiring or promotion) involving the actor. Some social ties, due to their
strategic locations (e.g., structural holes) and positions (e.g., authority
or supervisory capacities), also carry more valued resources and exercise
greater power (e.g., greater asymmetry in dependence by these agents), in
organizational agents’ decision making. Thus, “putting in a word” carries
a certain weight in the decision-making process regarding an individual.
Third, social-tie resources, and their acknowledged relationships to the
individual, may be conceived by the organization or its agents as certi-
fications of the individual’s social credentials, some of which reflect the
individual’s accessibility to resources through social networks and rela-
tions—his /her social capital. “Standing behind” the individual by these
ties reassures the organization (and its agents) that the individual can pro-
vide “added” resources beyond his/her personal capital, some of which
may be useful to the organization. Finally, social relations are expected to
reinforce identity and recognition. Being assured of one’s worthiness as
an individual and a member of a social group sharing similar interests and
resources not only provides emotional support but also public acknowl-
edgment of one’s claim to certain resources. These reinforcements are es-
sential for the maintenance of mental health and the entitlement to
resources. These four elements—information, influence, social credentials,
and reinforcement—may explain why social capital works in instrumental
and expressive actions not accounted for by forms of personal capital such
as economic capital or human capital.?

PERSPECTIVES AND CONTROVERSIES IN SOCIAL CAPITAL

While the fundamental definition of social capital is in general agreed on,
two perspectives can be identified relative to the level at which return or
profit is conceived—whether the profit is accrued for the group or for in-
dividuals. In one perspective, the focus is on the use of social capital by in-
dividuals—how individuals access and use resources embedded in social
networks to gain returns in instrumental actions (e.g., finding better jobs)
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or preserve gains in expressive actions. Thus, at this relational level, social
capital can be seen as similar to human capital in that it is assumed that
such investments can be made by individuals with expected return, some
benefit or profit, to the individual. Aggregation of individual returns also
benefits the collective. Nonetheless, the focal points for analysis in this per-
spective are (1) how individuals invest in social relations, and (2) how in-
dividuals capture the emebedded resources in the relations to generate a
return. Representative works (see review in Lin 1999) can be found in Lin
(Lin & Bian 1991; Lin & Dumin 1986; Lin, Ensel, & Vaughn 1981), Burt
(1992, 1998, 1997), Marsden (Marsden & Hurlbert 1988; Campbell, Mars-
den, & Hurlbert 1986), Flap (Boxman, De Graaf, & Flap 1991; De Graaf &
Flap 1988; Flap & De Graaf 1988; Flap 1991; Sprengers, Tazelaar, & Flap,
1988; Volker & Flap 1996), and Portes (Portes & Sensenbrenner 1993) as
well as in discussions of social capital by Coleman (1990) and Bourdieu
(1983 /1986).

Another perspective has its focus on social capital at the group level,
with discussions dwelling on (1) how certain groups develop and main-
tain more or less social capital as a collective asset, and (2) how such a col-
lective asset enhances group members’ life chances. Bourdieu (1983 /1986,
1980) and Coleman (1988, 1990) have discussed this perspective exten-
sively and Putnam’s empirical work (1993, 1995a, 2000) is exemplary.
While acknowledging the need for individuals to interact and network to
develop payoffs of social capital, the central interest of this perspective is
to explore the elements and processes in the production and maintenance
of the collective asset. For example, dense or closed networks are seen as
the means by which collective capital can be maintained and reproduction
of the group can be achieved. Another major interest is how norms and
trust, as well as other properties (e.g., sanctions, authority) of a group are
essential in the production and maintenance of the collective asset.

Whether social capital is seen from the societal-group level or the rela-
tional level, all scholars remain committed to the view that it is the inter-
acting members who make the maintenance and reproduction of this social
asset possible. This consensual view puts social capital firmly in the neo-
capital-theory camp.*

However, the divergence in analyzing social capital at different levels
has created some theoretical and measurement confusion (Lin 2001, Chap-
ter 2). Further confusion arises from the fact that some discussions have
flowed freely between levels. For example, Bourdieu provides a structural
view in pointing to the reproduction of the dominant class and nobility
groups as the principal explanation of social capital, which is represented
by aggregating (1) the size of the group or network and (2) the volume of
capital possessed by members (Bourdieu 1983 /1986, p. 248). This repre-
sentation makes sense only when it is assumed that all members maintain
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strong and reciprocal relations (a completely dense or institutionalized net-
work), so that the strength of relations does not enter into the calculus. Yet,
Bourdieu also describes how individuals interact and reinforce mutual
recognition and acknowledgment as members of a network or group. Cole-
man (1990, Chapter 12), while emphasizing how individuals can use so-
ciostructural resources to obtain better outcomes in their (individual)
actions, devotes much discussion to the collective nature of social capital
in stressing trust, norms, sanctions, authority, and closure as part or forms
of social capital. It is important to identify and sort through these confu-
sions and reach some understanding before we can proceed to build a co-
herent theory of social capital. I have identified some of these issues in
Table 2.

One major controversy generated from macro- versus relational-level
perspectives is whether social capital is a collective or an individual good
(see Portes’ critique, 1998). Most scholars agree that it is both collective and
individual; that is, institutionalized social relations with embedded re-
sources are expected to benefit both the collective and the individuals in
the collective. At the group level, social capital represents some aggrega-
tion of valued resources (such as economic, political, cultural, or social, as
in social connections) of members interacting as a network or networks.
The difficulty arises when social capital is discussed as a collective or even
a public good, along with trust, norms, and other “collective” or public
goods. What has resulted in the literature is that the terms have become al-
ternative or substitutable terms or measurements. Divorced from its roots
in individual interactions and networking, social capital becomes merely
another trendy term to employ or deploy in the broad context of improv-
ing or building social integration and solidarity. In the following, I argue

Table 2. Controversies in Social Capital®

Issue Contention Problem
Collective or individual asset Social capital or collective asset Confounding with
(Coleman, Putnam) norms, trust

Closure or open networks Group should be closed or dense Vision of class
(Bourdieu, Coleman, Putnam) society and
absence of
mobility
Functional Social capital is indicated by Tautology (cause
(Coleman) its effect in particular action is determined
by effect)
Measurement Not quantifiable Heuristic, not
(Coleman) falsifiable

aAdapted from Lin (2001, Chapter 2, Table 2.1).
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that social capital, as a relational asset, must be distinguished from collec-
tive assets and goods such as culture, norms, trust, etc. Causal propositions
may be formulated (e.g., that collective assets, such as trust, promote the
relations and networks and enhance the utility of embedded resources, or
vice versa), but it should not be assumed that they are all alternative forms
of social capital or are defined by one another (e.g., trust is capital).

Another controversy, related to the focus on the collective aspect of so-
cial capital, is the assumed or expected requirement that there is closure or
density in social relations and social networks (Bourdieu 1986; Coleman
1990; Putnam 1993, 1995a,b, 2000). Bourdieu, from his class perspective,
sees social capital as the investment of the members in the dominant class
(as a group or network) engaging in mutual recognition and acknowledg-
ment so as to maintain and reproduce group solidarity and preserve the
group’s dominant position. Membership in the group is based on a clear
demarcation (e.g., nobility, title, family) excluding outsiders. Closure of the
group and density within the group are required. Coleman, of course, does
not assume such a class vision of society. Yet, he also sees network closure
as a distinctive advantage of social capital, because it is closure that main-
tains and enhances trust, norms, authority, sanctions, etc. These solidify-
ing forces may ensure that individuals can mobilize network resources.

I believe that the linkage between network density or closure to the util-
ity of social capital is too narrow and partial. Research in social networks
has stressed the importance of bridges in networks (Granovetter 1973; Burt
1992) in facilitating information and influence flows. To argue that closure
or density is a requirement for social capital is to deny the significance of
bridges, structural holes, or weaker ties. The root of preferring a dense
or closed network lies, rather, in certain outcomes of interest (Lin 1992a,
1986, 1990). For preserving or maintaining resources (i.e., expressive actions),
denser networks may have a relative advantage. Thus, for the privileged
class, it would be better to have a closed network so that the resources can
be preserved and reproduced (e.g., Bourdieu 1986); or for a mother to move
to a cohesive community so that her children’s security and safety can be
assured (Coleman 1990). On the other hand, for searching for and obtaining
resources (i.e., instrumental actions), such as looking for a job or better job
(Lin 1999; Marsden & Hurlbert 1988; De Graaf & Flap 1988; Burt 1992), ac-
cessing and extending bridges in the network should be more useful.
Rather than assert that closed or open networks are required, it would be
theoretically more viable to (1) conceptualize for what outcomes and un-
der what conditions a denser or more sparse network might generate a bet-
ter return, and (2) postulate deduced hypotheses (e.g., a denser network
would be more likely to promote the sharing of resources which, in turn,
maintain group or individual resources; or, an open network would be
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more likely to access advantaged positions and resources, which in turn
enhance the opportunity to obtain additional resources) for empirical
examination.

A third controversy that requires clarification is Coleman’s statement
that social capital is any “social-structural resource” that generates returns
for an individual in a specific action. He remarks that “social capital is de-
fined by its function” and “it is not a single entity, but a variety of differ-
ent entities having two characteristics: They all consist of some aspect of a
social structure, and they facilitate certain actions of individuals who are
within the structure” (1990, p. 302). This “functional” view may be a tau-
tology: social capital is identified when and if it works; the potential causal
explanation of social capital can be captured only by its effect, or whether
itis an investment depends on the return for a specific individual in a spe-
cific action. Thus, the causal factor is defined by the effect. Clearly, it would
be impossible to build a theory where causal and effectual factors are
folded into a singular function. This is not to deny that a functional rela-
tionship may be hypothesized (e.g., resources embedded in social net-
works enhances obtaining better jobs). But the two concepts must be
treated as separate entities with independent measurements (e.g., social
capital is the investment in social relations and better jobs are represented
by occupational status or supervisory position). It would be incorrect to al-
low the outcome variables to dictate the specification of the causal variable
(e.g., for actor X, kin ties are social capital because these ties channel X to
get a better job, and for actor Y, kin ties are not social capital because these
ties do not channel Y to get a better job). The hypothesized causal rela-
tionship may be conditioned by other factors (e.g., family characteristics
may affect differential opportunities for building human and social capi-
tal) which need be specified in a more elaborate theory. A theory would
lose parsimony quickly if the conditional factors become part of the defi-
nitions of the primary concepts. In fact, one would question whether it re-
mains a theory if it is required to make a good prediction for every
individual case and individual situation.

Perhaps related to this view of social capital as indistinguishable from
its outcome—and perhaps given his view that social capital, as a collective
good, can also be seen in many different forms such as trust, norms, sanc-
tions, authority, etc.—Coleman questions “whether social capital will
come to be as useful a quantitative concept in social science as are the con-
cepts of financial capital, physical capital, and human capital; its current
value lies primarily in its usefulness for qualitative analyses of social sys-
tems and for those quantitative analyses that employ qualitative indica-
tors” (1990, pp. 304-5). Again, the confusion can be seen as resulting from
extending the notion of social capital beyond its theoretical roots in social
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relations and social networks and the unattainable theoretical position that
prediction holds for every individual case. Once these issues are resolved,
social capital should and must be measurable.

CONCEPTUALIZING AND MEASURING SOCIAL CAPITAL

These debates and clarifications lead to the suggestion that social capital,
as a concept, is rooted in social networks and social relations, and must be
measured relative to its root. Therefore, social capital can be defined as re-
sources enbedded in a social structure which are accessed and /or mobilized in pur-
posive actions (Lin 2001, Chapter 3). By this definition, the notion of social
capital contains three ingredients: resources embedded in a social struc-
ture; accessibility to such social resources by individuals; and use or mo-
bilization of such social resources by individuals in purposive actions.
Thus conceived, social capital contains three elements intersecting struc-
ture and action: the structural (embeddedness), opportunity (accessibility)
and action-oriented (use) aspects.

These elements have been mentioned by most scholars working on so-
cial capital. The social resources theory (Lin 1982) has specifically proposed
that access to and use of social resources (resources embedded in social net-
works) can lead to better socioeconomic status. Further, the theory pro-
poses that access to and use of social resources are in part determined by
positions in the hierarchical structure (the strength of position proposition)
and by the use of weaker ties (the strength of tie proposition). Bourdieu de-
fines the volume of social capital as a function of the size of the network
and the volume of capital (economic, cultural and symbolic) possessed by
networked individuals. Burt (1992) postulates that certain network posi-
tions (structural holes and structural constraints) have effects on indi-
viduals getting better positions or rewards in organizations. Flap (1994) de-
fines social capital as a combination of network size, relationship strength,
and resources possessed by those in the network. Portes (1998) also advo-
cates focusing on social relations and networks in the analysis of social
capital.

Embedded Resources and Network Locations

Given the significance of resources and relations in social capital, it is not
surprising that scholarly research has shown differential focus on one of
the two elements. Some have chosen to focus on the location of individu-
als in a network as the key of social capital. Burt's work (1992) typifies this
approach. By identifying the locations of individual nodes, it is possible to
assess how close or how far the node is from a strategic location, such as a
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bridge, where the occupant has the competitive advantage in possible
access to more, diverse, and valued information. Strength of ties (Gra-
novetter 1973, 1974) is also a well-known, conceptually argued, network-
location measurement of a bridge’s usefulness. Other location measures
are readily available in the literature, such as density, size, closeness, be-
tweenness, and eigenvector (see review of such location measures in Bor-
gatti, Jones, and Everett (1998)). Implicit in this approach is the argument
that network location is the key element of identifying social capital.

Another approach focuses on embedded resources. In social-resource
theory, valued resources in most societies are represented by wealth,
power, and status (Lin 1982). Thus, social capital is analyzed by the amount
or variety of such characteristics in others with whom an individual has
direct or indirect ties. Measurement of social resources can be further spec-
ified as network resources and contact resources. Network resources refer
to those embedded in one’s ego-networks, whereas contact resources refer
to those embedded in contacts used as helpers in an instrumental action,
such as job searches. Thus, network resources represent accessible re-
sources and contact resources represent mobilized resources in instrumen-
tal actions. For contact resources, the measurement is straightforward—
the contact’s wealth, power and/or status characteristics, typically re-
flected in the contact’s occupation, authority position, industrial sector, or
income.

There is little dispute that embedded resources are valid measures for
social capital. There is some debate as to whether network locations are
measures of social capital or precursors to social capital. My view is that if
it is assumed that social capital attempts to capture valued resources in so-
cial relations, network locations should facilitate, but not necessarily de-
termine, access to better embedded resources. What types of network
locations evoke resources in order to generate returns depend on the type
of returns one expects. In the Modeling Section below, I argue that two
types of outcomes are possible as returns to social capital: instrumental and
expressive. In the former, the return is the gaining of added resources, re-
sources not possessed by ego; whereas in the latter, the return is the main-
taining of possessed resources. For example, if we assume that bridges link
to different information, the utility of that information depends on whether
it concerns resources valued by the individual but not yet attained. If it
does not, then the bridge serves little utility. If it does, the bridge is very
useful. That is, not all bridges (or network locations) lead to better infor-
mation, influence, social credentials or reinforcement. A bridge linking an
individual looking for a job in a corporation to people occupying influen-
tial positions in large corporations will likely be of significantly more util-
ity to that individual than a bridge that leads to others who are members
of a health club. On the other hand, a mother with young children would
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prefer to live in a dense, cohesive community rather than one with a mo-
bile population and open access to the external world. Likewise, a person
facing personal stresses such as divorce might benefit from access to and
interaction with others who have had similar stress and understand its
psychological effects, rather than someone who is happily married. These
are expressive actions and we should expect the benefit of a dense network
and homogenous partners.

These considerations suggest that network locations should be treated
as exogenous variables rather than endogenous variables of social capital
itself. I will return to this topic in the Modeling section. Suffice it to con-
clude here that social capital is more than mere social relations and net-
works; it evokes the resources embedded and accessed. Nevertheless, such
embedded resources cannot possibly be captured without identifying net-
work characteristics and relations. Network locations are necessary condi-
tions of embedded resources. In a given study, it is advisable to incorporate
measures for both network locations and embedded resources.

Measuring Social Capital as Assets in Networks

Paralleling these two conceptual elements of social capital have been two
principal approaches in measuring social capital as assets captured by in-
dividuals in social networks, as depicted in Table 3. The first approach is
to measure embedded resources. Here, resources embedded in the social
networks are seen as social capital’s core element. Thus, measurements fo-
cus on the valued resources (e.g., wealth, power, and status) of others ac-
cessed by individuals in their networks and ties. Such measurements can

Table 3. Social Capital as Assets in Network

Focus Mesurements Indicators

Embedded resources Network resources Range of resources, best
resource, variety of
resources, composition
(average resources);
contact resources

Contact statuses Contact’s occupation,
authority, sector
Network locations Bridge or access to bridge Structural hole, structural
constraint
Strength of tie Network bridge, or

intimacy, intensity,
interaction, and
reciprocity
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be made relative to two frameworks: (1) network resources and (2) contact
resources. The former tap resources represented in the network an indi-
vidual has access to. Typically, they include (1) the range of resources
among ties (or the “distance” between the highest and lowest valued re-
sources), (2) the best possible resources in the networks or among ties (or
upper “reachability” in the resource hierarchy), (3) the variety or hetero-
geneity of resources in the networks, and (4) the composition of resources
(average or typical resources). Research indicates that these measures are
highly correlated and tend to form a single factor, with the highest loading
usually on the range or upper-reachability measures. Contact resources in-
dicate the valued resources represented by contacts or helpers in specific
actions. These measures, usually the valued resources (wealth, power, and
status) of the contact(s), are applied in the context of specific actions, such
as job searches. There is consistent, strong evidence that both network and
contact resources positively affect the outcome of instrumental actions,
such as job searching and job advances (Lin 1999).

Another prevailing measurement strategy focuses on network locations
as measurements of social capital. A major perspective is the argument that
bridges or access to bridges facilitates returns in actions. Granovetter’s no-
tion of bridges as expressed in the strength of weak ties (1973) was a pre-
view of this argument, which is elaborated and formalized by Burt in his
notions of structural holes and constraints (1992). Other measures of
bridges (e.g., betweenness) would also be candidates for social capital,
even though they are used less in the social-capital context.

There are many other measures, such as size, density, cohesion, and
closeness of social networks which are candidates as measures for social
capital (Burt & Minor 1982; Burt 1984; Borgatti, Jones, & Everett 1998).
However, research evidence is much less clear as to their viability in a so-
cial-capital theory. Unless clear theoretical arguments are presented along
with the use of any specific measures, as both measures of social resources
and network locations have been, it would be ill-advised simply to use any
network measure as an indicator of social capital.

Sampling Techniques

Three sampling techniques have been employed to construct measures of
social capital, as can be seen in Table 4. The saturation sampling technique
is useful when it is possible to map a definable social network. In such net-
works, data from all nodes are gathered and their relationships identified,
and measurements of network locations can be developed. The advantage
of this technique is that it allows detailed and complete analyses of every
network location as well as embedded resources in each node. Because of
the requirement that the network have a defined and manageable bound-
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Table 4. Measurement Techniques

Technique Advantages Disadvantages
Saturation survey Complete mapping of network Limited to small networks
Name-generator Customized content areas Lack of sampling frame
Ego-centered network mapping Biased toward strong ties
Position-generator Content free Lack of specificity of
Sampling of hierarchical relations
positions

Multiple “resources” mapped
Direct and indirect accesses

ary, it is a technique most useful for studies of social capital within an or-
ganization or a small network among organizations.

For larger and less definable networks, ego-network sampling tech-
niques are used. Typically, the name-generator (Laumann 1966; Wellman
1979; McCallister & Fischer 1978; Burt 1984; Marsden 1987) technique is
employed. This measurement technique elicits a list of ties from ego, and
the relationships between them as well as among them are identified. From
these data, locations of ego as well as these ties, relative to one another, can
be computed. Network resources can also be obtained from the name-gen-
erator technique. Measures such as composition (typical resource charac-
teristics), heterogeneity (diversity of resources), and upper reachability
(best possible resources) can be computed. The advantages of this ap-
proach include (1) the identification of specific content areas, relative to
actions under investigations, as naming items, and (2) the mapping of ego-
network locations and characteristics as well as social resources embedded
in the ego-network. However, there are several serious shortcomings to
this technique.

First, there is no theoretical or empirical framework that identifies the
universe population from which the content areas to be studied can be
sampled. While there may be a general understanding that certain instru-
mental and expressive dimensions might be involved (Lin 1986), no con-
sensual knowledge is available as to what specific content areas under such
dimensions constitute a set of elements in a content population for sam-
pling. As a consequence, different content areas and wordings used make
comparative analysis and validation impossible.

Second, the name-generator methodology tends to elicit stronger rather
than weaker ties. Cognitively, names that come to mind first tend to be so-
cial ties with which ego is more intimate, more intensive in relations, more
frequently interactive with, or more reciprocal in exchanges This bias may
even be “beneficial” if the return or outcome concerns expressive or psy-
chological consequences such as quality of life, health or mental health, as
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these returns are expected to be affected by strong-tie support or social in-
tegration (Lin 1986). If, however, the returns concern instrumental out-
comes such as searching for better job or earnings, where theories have
argued for the strength of weaker ties or bridges (Granovetter 1974; Lin
1982; Burt 1992), then the measure might miss the more critical social ties.

A third shortcoming of the name-generator methodology is that it iden-
tifies individual actors rather than social positions. When, as in many
structural theories, the concerns focus on social positions (White, Boor-
man, & Breiger, 1976; White 1992; Cook 1982; Burt 1992), the name gener-
ator would not be appropriate.

While these shortcomings have been known, only recently has an alter-
native methodology emerged. The position-generator technique (Lin &
Dumin 1986) samples positions in a given hierarchy representative of re-
sources valued in the collective (e.g., occupational status or prestige, au-
thority positions, sectors, etc.). In this technique, a sample of positions with
identified valued resources (occupational status, authority positions, in-
dustrial sectors, etc.) is used and the respondent is asked to indicate if she /
he knows anyone having that job or position. From the responses, it then
becomes possible to construct network resource indexes such as extensity
(number of positions accessed), range or heterogeneity (the “distance” be-
tween the “highest” and “lowest” positions accessed), and upper reacha-
bility (“highest” position accessed).

The position-generator methodology has several advantages: (1) it can
be based on a representative sample of positions meaningful to a given
society; (2) it can directly or indirectly identify linkages to such resource
positions; and (3) it can be based on multiple resource criteria (e.g., occu-
pation, authority, and industry). Studies in North America (Erickson 1996),
as well as Europe (e.g., Flap & Boxman in the Netherlands: Boxman, De
Graaf, & Flap 1988; Volker & Flap in East Germany:Volker & Flap 1996;
Argelusz & Tardos in Hungary: Angelusz & Tardos 1991; Tardos 1996),
have proven the utility of this theoretically derived methodology in the
contact of social capital and instrumental action. It seems particularly use-
ful if the valued resources are considered the core element of social capi-
tal. A sample of the position-generator instrument is presented in Table 5.
A chapter in this volume (Lin, Fu, & Hsung) illustrates the utility of this
methodology with data from Taiwan.

MODELING SOCIAL CAPITAL

To operationalize explicitly the critical elements, we may sharpen the def-
inition of social capital to investment in social relations by individuals through
which they gain access to embedded resources to enhance expected returns of in-



Table 5. Position Generator for Measuring Accessed Social Capital: An Example

Here is a list of jobs (show card). Would you please tell me if you happen to know someone (on a first-name basis) having each job?

8. Repeat
#2-6 for
Person M

1. Do you 7. Do you think
know any- you may find such
one having 2. How long have 3. What is your 4. How close a person through
this job?2 you known this relationship are you with 5. His’/her 6. His/her ~ someone you know?

Job  (if not, goto #7)  person (no. of years)  with this person? this person? gender job (Person M)

Job A

Job B

Job C

etc.

aif you know more than one person, think of the one person whom you have known the longest (or the person who comes to mind first).

18
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strumental or expressive actions. From this, three processes can be identified
for modeling: (1) investment in social capital, (2) access to and mobiliza-
tion of social capital, and (3) returns of social capital. While the above dis-
cussion clarifies social capital’s definition, elements, and measurements, it
is necessary to discuss briefly the types of outcomes that can be considered
as expected returns. 1 propose two major types of outcomes: (1) returns to
instrumental action, and (2) return to expressive action (Lin 1992, 1986,
1990). Instrumental action is taken to obtain resources not possessed by the
actor, whereas expressive action is taken to maintain resources already
possessed by the actor.

For instrumental action, we may identify three possible returns: eco-
nomic, political, and social. Each can be seen as added capital. Economic
return is straightforward. Political return is similarly straightforward, rep-
resented by hierarchical positions in a collective. Social gain needs some
clarification. I have argued that reputation is an indication of social gain
(Lin 2001, Chapter 9). Reputation can be defined as favorable /unfavorable
opinions about an individual in a social network. A critical issue in social
exchange where social capital is transacted is that the transaction may be
asymmetric: a favor is given by the alter to ego. The ego’s action is facil-
itated, but what is the gain for the alter, the giver of the favor? Unlike
economic exchange, where reciprocal and symmetric transactions are ex-
pected in the short or long term, social exchange may not entail such ex-
pectation. What is expected is that the ego and the alter both acknowledge
the asymmetric transactions that create the former’s social debt to the lat-
ter, who accrues social credit. Social debt must be acknowledged in the
public for the ego to maintain his/her relationship with the alter. Public
recognition in the network spreads the reputation of the alter. The greater
the debt, the larger the network, and the stronger the need for the ego
and the alter to maintain the relationship; the greater the propensity to
spread the word in the network and, thus, the greater the reputation gained
by the alter. In this process, the alter is gratified by the reputation, which,
along with material resources (such as wealth) and hierarchical positions
(such as power) constitutes one of the three returns fundamental in in-
strumental actions. [ have discussed this issue elsewhere (Iin 1998; 2001).

For expressive action, social capital is a means to consolidate resources
and to defend against possible resource losses (Lin 1986, 1990). The prin-
ciple is to access and mobilize others who share interest and control of sim-
ilar resources so that embedded resources can be pooled and shared in
order to preserve and protect existing resources. In this process, alters are
willing to share their resources with egos because the preservation of the
ego and its resources enhances and reinforce the legitimacy of alters’ claim
to like resources. Three types of return may be specified: physical health,
mental health, and life satisfaction. Physical health involves maintenance
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of physical functional competence and freedom from diseases and injuries.
Mental health reflects the capability to withstand stresses and the mainte-
nance of cognitive and emotional balance. Life satisfaction indicates opti-
mism and satisfaction with various life domains such as family, marriage,
work, and community and neighborhood environments.

Oftentimes, returns to instrumental actions and expressive actions rein-
force each other. Physical health offers the capacity to endure work load
and may be responsible for attaining economic, political, and social status.
Likewise, economic, political, or social status often offers resources to
maintain physical health (exercise, diet, and health maintenance). Mental
health and life satisfaction are likewise expected to have reciprocal effects
on economic, political, and social gains. Factors leading to the instrumen-
tal and expressive returns, however, are expected to show differential pat-
terns. As mentioned earlier, it may well be that open networks and
relations are more likely to enable access to and use of bridges to reach to
resources lacking in one’s social circle and to enhance one’s chances of
gaining resources /instrumental returns. On the other hand, a denser net-
work with more intimate and reciprocal relations among members may
increase the likelihood of mobilizing others with shared interests and re-
sources to defend and protect existing resources / expressive returns. Fur-
ther, exogenous factors such as community and institutional arrangements
and prescriptive versus competitive incentives may differentially con-
tribute to the density and openness of networks and relations and the suc-
cess of instrumental or expressive actions.

Having discussed the core elements of social capital, clarified some of
the measurement and sampling issues, identified the types of returns, and
briefly postulated differential patterns of causal effects, [ would like to pro-
pose a model as an initial step of theorizing social capital. As can be seen
in Figure 1, the model contains three blocks of variables in causal se-
quences. One block represents preconditions and precursors of social cap-
ital: the factors in the social structure and each individual’s position in the
social structure that facilitate or constrain the investment of social capital.
Another block represents social capital elements, and a third block repre-
sents possible returns for social capital.

The process leading from the first to the second block describes the for-
mation of the inequality of social capital: what structural and positional el-
ements affect opportunities to construct and maintain social capital. It
delineates patterns of differential distributions for social resources that are
embedded, accessed, or mobilized. It should further demonstrate that
there are social forces that determine such differential distributions. Thus,
it is incumbent on a theory of social capital to delineate the patterns and
determinants of the two ingredients of social capital or the inequality of so-
cial capital as accessible social resources and mobilized social resources (Lin
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Figure 1. Modeling a theory of social capital (adapted from Figure 13.1, Lin 2000).

2000, 2001, Chapter 7). Two types of causation forces are of special interest
to scholars in the analysis of inequality of social capital: structural and po-
sitional variations. A structure may be characterized by many variations,
such as economy, technology, and participation in the social, cultural, and
political arenas. Within a structure, individuals may be described as occu-
pying different positions in social, cultural, political, and economic strata.
These variations may be hypothesized to affect the richness or poorness of
various social ingredients.

Within the second block, there is a process linking two elements of so-
cial capital: access to and use of. The process linking the two elements
represents social-capital mobilization—that is, given the unequal distribu-
tions of social capital how would an individual be enabled or disabled to
mobilize such capital for specific actions? This is where the model, while
recognizing structural contributions to social capital, as captured in the in-
equality process, also emphasizes possible choice action in mobilization.

Third, the theory needs to demonstrate that the three ingredients are in-
terconnected. Thus, it needs to propose a causal sequence in which em-
bedded resources constrain and enable individual choices and actions. The
general expectation is that the better the accessible embedded resources,
the more embedded resources can and will be mobilized in purposive ac-
tions by an individual. The more intriguing question is why, given the
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same level of accessible embedded resources, some individuals mobilize
better resources than others. One contingency may be the network loca-
tion. One could hypothesize that being a bridge or being closer to a bridge
might make a difference: those at or near these locations are better able to
mobilize embedded resources. Also, the cognitive recognition that there is
a structural advantage to using better embedded resources may make a
difference.

Finally, the process linking the second block (social capital) and the third
block (outcomes) represents the process in which social capital produces
returns or yields. Here, the theory should demonstrate how social capital
is capital, or how it generates return or gain—that is, it should propose
how one or more of the elements of social capital directly or indirectly im-
pact an individual’s economic, political, and social capital (resources), or
her/his physical, mental, and life well-being.

These conceptualizations, as individual components and processes, are
not new. This model, however, may be used to integrate rather diverse ap-
proaches and studies available in the literature. Research on social-re-
sources theory (Lin 1999) has verified the proposition that social resources
or social capital enhance an individual’s attained status, such as occupa-
tional status, authority, and placement in certain industries. Through these
attained positions, social capital enhances economic earnings as well.
These relationships hold up after family background and education are
taken into account. Burt (1997, 1998) and others (e.g., Podolny & Baron
1997) have shown that advances and economic rewards are also enhanced
in organizations for individuals at strategic locations in the informal net-
works. Those closer to structural holes or bridges and, thus, under fewer
structural constraints, seem to gain better returns, presumably because
such locations give these individuals better opportunities to access certain
capital in the organization. Research is progressing on how organizations
use social capital to recruit and retain individuals. Fernandez and associ-
ates (Fernandez & Weinberg 1997) have shown that referrals increase ap-
plications, recruit better qualified candidates, and reduce costs in the
screening process.

Some studies focus on collective assets. In Putnam’s studies (1993,
1995a,b), this is indicated by participation in civic associations (e.g.,
churches, PTAs, Red Cross) and social groups (bowling leagues). Coleman
(1990) provides examples of diffusion of information and mobilization
through social circles among radical Korean students (i.e., network as cap-
ital), a mother moving from Detroit to Jerusalem in order to have her child
walk to playground or school safely (norm as capital); and diamond
traders in New York making trades through informal ties and informal
agreements (network and trust as capital). Portes (1998) also specified
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“consummatory” and instrumental consequences of social capital (see
Portes and Sensenbrenner 1993 for the consummatory consequences—sol-
idarity and reciprocal support—of social capital for immigrant groups).
While the primary focus for them is on the development, maintenance, or
decline of collective assets, we need to be aware that not every member has
an equal opportunity to access such assets. Thus, how these collective as-
sets in conjunction with individuals’ positions in these strata constitute
precursors exogenous to the process of accessing or mobilizing social cap-
ital needs to be specified and demonstrated.

At the mesonetwork level, the focus shifts to how individuals have dif-
ferential access to resources embedded in the collective. The question
posed is why in a given collective certain individuals have better access to
embedded resources than others. The nature of social networks and social
ties becomes the focus of analysis. Granovetter (1973, 1974, 1982, 1985,
1995) proposes that bridges, usually reflected in weaker ties, provide bet-
ter access to information. Burt (1992, 1997, 1998) sees that strategic loca-
tions in the networks, structural holes, or structural constraints imply
better or worse access to information, influence, or control. Lin (1982, 1990,
1994a, 1995, 1999) has suggested that hierarchical positions as well as net-
work locations facilitate or hinder access to embedded resources. Embed-
ded resources are indicated by the wealth, status, and power of social ties.

At the microaction level, social capital is reflected in the actual linkage
between the use of embedded resources in instrumental actions. For ex-
ample, there is a substantial literature on how informal sources and their
resources (contact resources) are mobilized in job searches and their effects
on attained socioeconomic status (Lin, Ensel, & Vaughn 1981; De Graaf &
Flap 1988; Marsden & Hurlbert 1988).

Research has also been extensive in the area of expressive actions’ re-
turns. Much is known about the indirect effects of networks on mental
health and life satisfaction (Lin 1986; House et al. 1988; Berkman & Syme
1979; Berkman 1984; Hall & Wellman 1985; Wellman 1981 ; Kadushin 1983).
In other words, network locations enhance the likelihood of accessing so-
cial support which, in turn, improves one’s physical or mental well-being.

CONCLUDING REMARKS

Social networks scholarship has much to say about the development and
future of social capital. Without anchoring the concept in social networks
and embedded resources, chances are that social capital would fade away
as an intellectual enterprise for the ever-broadening and -confounding def-
initions and almost utopian expectations of its practical applications. With
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ever-sharpening definitions and measurements, social-networks scholar-
ship may have much to contribute to the sustained development of social
capital as an intellectual enterprise.

NOTES

A portion of this chapter was presented as the Keynote Address at the XIX Inter-
national Sunbelt Social Network Conference, Charleston, South Carolina, February
18-21, 1999, and appeared in Connections, 1999, 22-1: 28-51. I wish to thank
Ronald S. Burt for reading and commenting on an earlier draft. I am, however,
solely responsible for all the arguments presented here.

1. There is some ambiguity in Bourdieu’s writings as to whether cultural cap-
ital should be seen as a structural theory or a theory that allows choice (Lin
2001, Chapter 1). He (Bourdieu 1990; Bourdieu & Passeron 1977) defines cul-
ture as a system of symbolism and meaning. The dominant class in the so-
ciety imposes its culture by engaging in pedagogic action (e.g., education),
which internalizes the dominant symbols and meanings in the next gener-
ation, thus, reproducing the salience of the dominant culture. The result is
an internalized and durable training, labitus, in the reproduction of the cul-
ture. The masses are not cognitively aware of the imposition and take on the
imposed culture as their own—misrecognition. This rendition of capital can
trace its lineage to Marx. The social relations described by Marx are also as-
sumed; there is a class, capitalists, who control the means of production—
the process of pedagogic action or the educational institutions (in homes,
schools, etc.). In the production (schooling) process, laborers (students or
children) invest in the educational process and internalize the dominant
class culture. Acquisition of this culture permits or licenses the laborers to
enter the labor market, and earn money to support themselves. The capi-
talists, or the dominant class, gain cultural capital that supplements their
economic capital and accumulate capital of both types in the circulation of
the commodities (educated masses) and domination of the means of pro-
duction (the educational institutions). However, there is a break from Marx,
and it is important. Bourdieu does not assume perfect correspondence be-
tween the accumulation of economic and cultural capital. Some economic
capitalists do not possess cultural capital and some cultural capitalists arc
not economically endowed. This less-than-perfect correspondence seems to
open a possible path for some laborers, using their cultural habitus, to gain
a foothold in the dominant class. It is conceivable that they become part of
the educational institutions and gain returns in the labor market, due to
their cultural capital. Bourdieu did not carry his analysis this far, but seems
to leave open the process of social mobility and the possibility of agency.

2. This section is substantially extracted from Lin (2001, Chapter 2).

3. Another element, control, has also been mentioned for the usefulness of so-
cial capital. I consider control reflecting both the network location and the
hierarchical position, central to the definition of social capital itself. Thus,
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information, influence, social credentials, and reinforcement are all reasons
why social capital works or controls.

4. Two major and different theoretical positions distinguish scholars in the
collective-asset camp. For Bourdieu, social capital represents a process by
which individuals in the dominating class, by mutual recognition and
acknowledgment, reinforce and reproduce a privileged group that holds
various capital (economic, cultural and symbolic). Nobility and titles char-
acterize such groups and their members. Thus, social capital is another way
of maintaining and reproducing the dominant class. I would characterize
this theoretical position as one that views social capital as class (privilege)
goods. The other position on social capital as collective asset is represented
by the works of Coleman and Putnam. Coleman, while defining social cap-
ital as consisting of any social-structural features or resources that are use-
ful to individuals for specific actions, stresses social capital as a public good.
These collective assets and features are available to all members of the
group, be it a social group or community and regardless of which members
actually promote, sustain, or contribute to such resources. Because social
capital is a public good, it depends on the good will of the individual mem-
bers to make such efforts and not to be free riders. Thus, norms, trust, sanc-
tions, authority and other structural “features” become important in sus-
taining social capital. If one were forced to trace the theoretical lineage of
these two explanatory schemes, one could argue that the privileged good
view is principally an extension and elaboration of the social relations in the
Marx” capital theory and that the public good view is primarily an ex-
tension and elaboration of the integrative or Durkheimian view of social
relations.

REFERENCES

Angelusz, Robert, and Robert Tardos. 1991. “The Strength and Weakness of “Weak
Ties.” Pp. 7-23 in Values, Networks and Cultural Reproduction in Hungary, edited
by P. Somlai. Budapest: The Coordinating Council of Programs.

Becker, Gary 5. 1964/1993. Human Capital. Chicago, IL: University of Chicago
Press.

Berkman, Lisa. 1984. “ Assessing the Physical Health Effects of Social Networks and
Social Support.” Annual Review of Public Health. 5:413-32.

Berkman, Lisa F., and S. Leonard Syme. 1979. “Social Networks, Host Resistance,
and Mortality: A Nine-Year Follow-Up Study of Alameda County Residents.”
American Journal of Epidemiology 109:186-284.

Borgatti, Stephen P., Candace Jones, and Martin G. Everett. 1998. “Network Mea-
sures of Social Capital.” Connections 21(2):27-36, 2.

Bourdieu, Pierre. 1980. “Le Capital Social: Notes Provisoires.” Actes de la Recherche
en Sciences Sociales 3:2-3.

. 1983/1986. “The Forms of Capital.” Pp. 241-58 in Handbook of Theory and

Research for the Sociology of Education, edited by John G. Richardson. Westport,

CT: Greenwood Press.




26 Building a Network Theory of Social Capital

————.1990. The Logic of Practice. Cambridge, MA: Polity.

Bourdieu, Pierre, and Jean-Claude Passeron. 1977. Reproduction in Education, Soci-
ety, Culture. Beverly Hills, CA: Sage.

Boxman, E. A. W.,, P. M. De Graaf, and Henk D. Flap. 1991. “The Impact of Social
and Human Capital on the Income Attainment of Dutch Managers.” Social Net-
works 13:51-73.

Breiger, Ronald L. 1981. “The Social Class Structure of Occupational Mobility.”
American Journal of Sociology 87(3):578~611.

Brewer, Anthony. 1984. A Guide to Marx’s Capital. Cambridge, MA: Cambridge Uni-
versity Press.

Burt, Ronald S. 1984. “Network Items and the General Social Survey.” Social Net-
works 6:293-339.

- 1992. Structural Holes: The Social Structure of Competition. Cambridge, MA:

Harvard University Press.

.1997. “The Contingent Value of Social Capital.” Administrative Science Quar-

terly 42:339-65.

. 1998. “The Gender of Social Capital.” Rationality and Society 10(1):5-46, 1.

Burt, Ronald S., and M. J. Minor, eds. 1982. Applicd Network Analysis. Beverly Hills,
CA: Sage.

Campbell, Karen E., Peter V. Marsden, and Jeanne S. Hurlbert. 1986. “Social Re-
sources and Socioeconomic Status.” Social Networks 8(1), 1.

Coleman, James S. 1988. “Social Capital in the Creation of Human Capital.” Anier-
ican Journal of Sociology 94:595—5121.

- 1990. Foundations of Social Theory. Cambridge, MA: Harvard University
Press.

Cook, Karen S. 1982. “Network Structure from an Exchange Perspective.” Pp. 177~
99 in Social Structure and Network Analysis, edited by P. V. Marsden and N. Lin.
Beverly Hills, CA: Sage.

De Graaf, Nan Dirk, and Hendrik Derk Flap. 1988. “With a Little Help from My
Friends.” Social Forces 67(2):452-72, 2.

Erickson, Bonnie H. 1995. “Networks, Success, and Class Structure: A Total View.”
Sunbelt Social Networks Conference. Charleston, SC, February.

————. 1996. “Culture, Class and Connections.” American fournal of Sociology
102(1):217-51, 1.

Fernandez, Roberto M., and Nancy Weinberg. 1997. “Sifting and Sorting: Personal
Contacts and Hiring in a Retail Bank.” American Sociological Review 62:883-902.

Flap, Henk D. 1991. “Social Capital in the Reproduction of Inequality.” Comparative
Sociology of Family, Health and Education 20:6179-202.

. 1994. “No Man Is An Island: The Research Program of a Social Capital The-
ory.” World Congress of Sociology. Bielefeld, Germany, July.

Flap, Hendrik Derk, and Nan Dirk De Graaf. 1988. “Social Capital and Attained Oc-
cupational Status.” Netherlands Journal of Sociology.

Granovetter, Mark. 1973. “The Strength of Weak Ties.” American Journal of Sociology
78:1360-80.

————.1974. Getting a Job. Cambridge, MA: Harvard University Press.

. 1982. “The Strength of Weak Ties: A Network Theory Revisited.” Pp. 105-

%




Nan Lin 27

30in Social Structure and Network Analysis, edited by Peter V. Marsden and Nan

Lin. Beverly Hills, CA: Sage.

. 1985. “Economic and Social Structure: The Problem of Embeddedness.”

American Journal of Sociology 91:481-510.

. 1995. Getting a Job (Revised Edition). Chicago, IL: University of Chicago
Press.

Hall, Alan, and Barry Wellman. 1985. “Social Networks and Social Support.” Pp.
23-42in Social Support and Health, edited by S. Cohen and S. L. Syme. Orlando,
FL: Academic Press.

House, James, Debra Umberson, and K. R. Landis. 1988. “Structures and Processes
of Sacial Support.” Annual Review of Sociology 14:293-318.

Johnson, Harry G. 1960. “The Political Economy of Opulence.” Canadian Journal of
Economics and Political Science 26:552—64.

Kadushin, Charles. 1983. “Mental Health and the Interpersonal Environment: A
Re-Examination of Some Effects of Social Structure on Mental Health.” Amer-
ican Sociological Review 48:188-98.

Laumann, Edward O. 1966. Prestige and Association in an Urban Community. Indi-
anapolis, IN: Bobbs-Merrill.

Lin, Nan. 1982. “Social Resources and Instrumental Action.” Pp. 131-45 in Social
Structure and Network Analysis, edited by Peter V. Marsden and Nan Lin. Bev-
erly Hills, CA: Sage.

. 1986. “Conceptualizing Social Support.” Pp. 17-30 in Social Support, Life

Events, and Depression, edited by Nan Lin, Alfred Dean and Walter Ensel. Or-

lando, FL: Academic Press.

. 1990. “Social Resources and Social Mobility: A Structural Theory of Status

Attainment.” Pp. 247-171 in Social Mobility and Social Structure, edited by

Ronald L. Breiger. New York: Cambridge University Press.

. 1992. “Social Resources Theory.” Pp. 1936-42 in Encyclopedia of Sociology,

Volume 4, edited by Edgar F. Borgatta and Marie L. Borgatta. New York:

Macmillan.

. 1994. “Action, Social Resources, and the Emergence of Social Structure: A

Rational Choice Theory.” Advances in Group Processes 11:67-85.

.1995. “Les Ressources Sociales: Une Theorie Du Capital Social.” Revuie Fran-

caise de Sociologie XXXVI(4):685-704, 4.

. 1998. “Social Exchange: Its Rational Basis.” World Congress of Sociology.

Montreal, August.

.1999. “Social Networks and Status Attainment.” Annual Review of Sociology

23.

.2000. “Inequality in Social Capital.” Contemporary Sociology 29—-6 (Novem-

ber):785-95.

. 2001. Social Capital: A Theory of Social Structure and Action. New York: Cam-
bridge University Press.

Lin, Nan, and Yanjie Bian. 1991. “Getting Ahead in Urban China.” American Jour-
nal of Sociology 97(3):657—-88, 3.

Lin, Nan, and Mary Dumin. 1986. “ Access to Occupations Through Social Ties.” So-
cial Networks 8:365-85.




28 Building a Network Theory of Social Capital

Lin, Nan, Walter M. Ensel, and John C. Vaughn. 1981. “Social Resources and
Strength of Ties: Structural Factors in Occupational Status Attainment.” Ajier-
ican Sociological Review 46(4):393-405, 4.

Lin, Nan, Yang-chih Fu, and Ray-may Hsung. 1998. “Position Generator: A Mea-
surement for Social Capital.” Social Networks and Social Capital. Duke Uni-
versity, November.

Marsden, Peter V. 1987. “Core Discussion Networks of Americans.” American Soci-
ological Reviewr 52:122-31.

Marsden, Peter V., and Jeanne S. Hurlbert. 1988. “Social Resources and Mobility
Outcomes: A Replication and Extension.” Social Forces 66(4):1038-59, 4.

Marx, Karl (David McLellan, editor). 1995 (1867, 1885, 1894). Capital: A New Abridge-
ment. Oxford: Oxford University Press.

Marx, Karl. 1933 (1849). Wage-Labour and Capital. New York: International Publish-
ers Co.

McCallister, L., and Claude S. Fischer. 1978. “A Procedure for Surveying Personal
Networks.” Sociological Methods and Research 7:131-48.

Podolny, Joel M., and James N. Baron. 1997. “Social Networks and Mobility.” Amer-
ican Sociological Review 62:673-93.

Portes, Alejandro, and Julia Sensenbrenner. 1993. “Embeddedness and Immigra-
tion: Notes on the Social Determinants of Economic Action.” American Journal
of Sociology 98(6):1320-50, 6.

Portes, Alex. 1998. “Social Capital: Its Origins and Applications in Modern Sociol-
ogy.” Annual Review of Sociology 22:1-24.

Putnam, Robert D. 1993. Making Democracy Work: Civic Traditions in Modern Italy.
Princeton, NJ: Princeton University Press.

. 1995a. “Bowling Alone, Revisited.” The Responsive Comniunity, Spring, 18—

33.

. 1995b. “Tuning In, Tuning Out: The Strange Disappearance of Social Cap-

ital in America.” The 1995 Itheiel de Sola Pool Lecture. American Political Sci-

ence Association. September.

. 2000. Bowling Alone: The Collapse and Revival of American Commniunity. New
York: Simon & Schuster.

Schultz, Theodore W. 1961. “Investment in Human Capital.” The American Econonic
Review LI(1):1-17, 1.

Sprengers, Maarten, Fritz Tazelaar, and Hendrik Derk Flap. 1988. “Social Re-
sources, Situational Constraints, and Reemployment.” Netherlands Journal of
Sociology 24.

Tardos, Robert. 1996. “Some Remarks on the Interpretation and Possible Uses of
the “Social Capital” Concept with Special Regard to the Hungarian Case.” Bul-
letin de Methodologie Sociologique 53:52-62, 53.

Volker, Beate, and Henk Flap. 1996. “Getting Ahead in the GDR: Human Capital
and Social Capital in the Status Attainment Process Under Communism.” Uni-
versiteit Utrecht, the Netherlands.

Wellman, Barry. 1979. “The Community Question: The Intimate Networks of East
Yorkers.” American Journal of Sociology 84:1201-31.

Wellman, Barry. 1981. “Applying Network Analysis to the Study of Social Sup-




Nan Lin 29

port.” Pp. 171-200 in Social Networks and Social Support, edited by B. H. Gott-
lieb. Beverly Hills, CA: Sage.

White, Harrison C. 1992. Identity and Control. A Structural Theory of Social Action.
Princeton: Princeton University Press.

White, Harrison C., S. A. Boorman, and Ronald L. Breiger. 1976. “Social Structure
from Multiple Networks: 1. Blockmodels of Roles and Positions.” American
Journal of Sociology 81:730-80.



This page intentionally left blank



2

Structural Holes versus Network
Closure as Social Capital

Ronald S. Burt

This chapter is about two network structures that have been argued to cre-
ate social capital. The closure argument is that social capital is created by
a network of strongly interconnected elements. The structural hole argu-
ment is that social capital is created by a network in which people can bro-
ker connections between otherwise disconnected segments. I draw from a
comprehensive review elsewhere (Burt 2000) to support two points in this
chapter: there is replicated empirical evidence on the social capital of struc-
tural holes, and the contradiction between network closure and structural
holes can be resolved in a more general network model of social capital.
Brokerage across structural holes is the source of value added, but closure
can be critical to realizing the value buried in structural holes.

SOCIAL CAPITAL METAPHOR

The two arguments are grounded in the same social capital metaphor, so
it is useful to begin with the metaphor as a frame of reference. Cast in di-
verse styles of argument (e.g., Coleman 1990; Bourdieu & Wacquant 1992;
Burt 1992; Putnam 1993), social capital is a metaphor about advantage. So-
ciety can be viewed as a market in which people exchange all variety of
goods and ideas in pursuit of their interests. Certain people, or certain
groups of people, do better in the sense of receiving higher returns to their
efforts. Some people enjoy higher incomes. Some more quickly become
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prominent. Some lead more important projects. The interests of some are
better served than the interests of others. The human capital explanation
of the inequality is that the people who do better are more able individu-
als; they are more intelligent, more attractive, more articulate, more skilled.

Social capital is the contextual complement to human capital. The social
capital metaphor is that the people who do better are somehow better con-
nected. Certain people or certain groups are connected to certain others,
trusting certain others, obligated to support certain others, dependent on
exchange with certain others. Holding a certain position in the structure of
these exchanges can be an asset in its own right. That asset is social capi-
tal, in essence, a concept of location effects in differentiated markets. For
example, Bourdieu is often quoted in defining social capital as the re-
sources that result from social structure (Bourdieu & Wacquant 1992:119,
expanded from Bourdieu 1980): “social capital is the sum of the resources,
actual or virtual, that accrue to an individual or group by virtue of pos-
sessing a durable network of more or less institutionalized relationships
of mutual acquaintance and recognition.” Coleman, another often-cited
source, defines social capital as a function of social structure producing ad-
vantage (Coleman 1990:302; from Coleman 1988:598): “Social capital is de-
fined by its function. Itis not a single entity but a variety of different entities
having two characteristics in common: They all consist of some aspect of a
social structure, and they facilitate certain actions of individuals who are
within the structure. Like other forms of capital, social capital is produc-
tive, making possible the achievement of certain ends that would not be at-
tainable in its absence.” Putnam (1993: 167) grounds his influential work
in Coleman’s metaphor, preserving the focus on action facilitated by social
structure: “Social capital here refers to features of social organization, such
as trust, norms, and networks, that can improve the efficiency of society by
facilitating coordinated action.” I echo the above with a social capital
metaphor to begin my argument about the competitive advantage of struc-
tural holes (Burt 1992:8,45).

So there is a point of general agreement from which to begin a discus-
sion of social capital. The cited perspectives on social capital are diverse in
origin and style of accompanying evidence, but they agree on a social-cap-
ital metaphor in which social structure is a kind of capital that can create
for certain individuals or groups a competitive advantage in pursuing
their ends. Better connected people enjoy higher returns.

TWO NETWORK MECHANISMS

Disagreements begin when social capital as a metaphor is made concrete
with network models of what it means to be “better” connected. Connec-
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Density Table of Relations Within and Between Groups

.65 Group A (5 people and 8 ties; 5 strong, 3 weak)
.05 25 Group B (17 people and 41 ties; 27 strong, 14 weak)

.00 .01 65 Group C (5 people and 8 ties; 5 strong, 3 weak)

Figure 1. Network around Robert and James.

tions are grounded in the history of a market. Certain people have met fre-
quently. Certain people have sought one another out. Certain people have
completed exchanges with one another. There is at any moment a network,
as illustrated in Figure 1, in which individuals are variably connected to
one another as a function of prior contact, exchange, and attendant emo-
tions. Figure 1 is a generic sociogram and density table description of a net-
work. People are dots. Relationships are lines. Solid (dashed) lines connect
pairs of people who have a strong (weak) relationship.

In theory, the network residue from yesterday should be irrelevant to
market behavior tomorrow. I buy from the seller with the most attractive
offer. That seller may or may not be the seller I often see at the market, or
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the seller from whom I bought yesterday. So viewed, the network in Fig-
ure 1 would recur tomorrow only if buyers and sellers come together as
they have in the past. The recurrence of the network would have nothing
to do with the prior network as a casual factor. Continuity would be a by-
product of buyers and sellers seeking one another out as a function of sup-
ply and demand.

Selecting the best exchange, however, requires that I have information
onavailable goods, sellers, buyers, and prices. Information can be expected
to spread across the people in a market, but it will circulate within groups
before it circulates between groups. A generic research finding in sociology
and social psychology is that information circulates more within than be-
tween groups—within a work group more than between groups, within a
division more than between divisions, within an industry more than be-
tween industries. For example, the sociogram in Figure 1 and the density
table at the bottom of the figure show three groups (A,B,C), and the generic
pattern of ingroup relations stronger than relations between groups (diag-
onal elements of the density table are higher than the off-diagonals, each
cell of the density table is the average of relations between individuals in
the row and individuals in the column). The result is that people are not si-
multaneously aware of opportunities in all groups. Even if information is
of high quality, and eventually reaches everyone, the fact that diffusion oc-
curs over an interval of time means that individuals informed early or
more broadly have an advantage.

Structural Holes as Social Capital

Participation in, and control of, information diffusion underlies the social
capital of structural holes (Burt 1992). The argument describes social capi-
tal as a function of brokerage opportunities, and draws on network
concepts that emerged in sociology during the 1970s, most notably Grano-
vetter (1973) on the strength of weak ties, Freeman (1977) on betweenness
centrality, Cook and Emerson (1978) on the benefits of having exclusive ex-
change partners, and Burt (1980) on the structural autonomy created by
complex networks. More generally, sociological ideas elaborated by Sim-
mel (1955 [1922]) and Merton (1968 [1957]) on the autonomy generated by
conflicting affiliations are mixed in the hole argument with traditional eco-
nomic ideas of monopoly power and oligopoly to produce network mod-
els of competitive advantage.

The weaker connections between groups in Figure 1 are holes in the so-
cial structure of the market. These holes in social structure—or more sim-
ply, structural holes—create a competitive advantage for an individual
whose relationships span the holes. The structural hole between two
groups does not mean that people in the groups are unaware of one an-
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other. It only means that the people are focused on their own activities such
that they do not attend to the activities of people in the other group. Holes
are buffers, like an insulator in an electric circuit. People on either side of
a structural hole circulate in different flows of information. Structural holes
are thus an opportunity to broker the flow of information between people,
and control the projects that bring together people from opposite sides of
the hole.

Structural holes separate nonredundant sources of information, sources
that are more additive than overlapping. There are two indicators of re-
dundancy: cohesion and equivalence. Cohesive contacts (contacts strongly
connected to each other) are likely to have similar information and there-
fore provide redundant information benefits. Structurally equivalent con-
tacts (contacts who link a manager to the same third parties) have the same
sources of information and therefore provide redundant information
benefits.

Robert and James in Figure 1 have the same volume of connections, six
strong ties and one weak tie, but Robert has something more. James is tied
to people within group B, and through them to friends of friends all within
group B, so James is well informed about cluster B activities. Robert is also
tied through friends of friends to everyone within group B, but in addition,
his strong relationship with person “7” is a conduit for information on
group A, and his strong relationship with “6” is a conduit for information
on group C. His relationship with 7 is for Robert a network bridge in that
the relationship is his only direct connection with group A. His relation-
ship with contact 6 meets the graph-theoretic definition of a network
bridge. Break that relationship and there is no connection between groups
B and C. More generally, Robert is a broker in the network. Network con-
straint is an index that measures the extent to which a person’s contacts are
redundant (Burt 1992). James has a constraint score twice Robert’s (30.9
versus 14.8) and Robert is the least constrained of the people in Figure 1
(—1.4 Z-score). Network betweenness, proposed by Freeman (1977), is an
index that measures the extent to which a person brokers indirect connec-
tions between all other people in a network. Robert’s betweenness score of
47.0 shows that almost half of indirect connections run through him. His
score is the highest score in Figure 1, well above average (47.0 is a 4.0
Z-score), and much higher than James’s 5.2 score, which is below average.

Robert’s bridge connections to other groups give him an advantage with
respect to information access. He reaches a higher volume of information
because he reaches more people indirectly. Further, the diversity of his con-
tacts across the three separate groups means that his higher volume of in-
formation contains fewer redundant bits of information. Further still,
Robert is positioned at the crossroads of social organization so he is early
to learn about activities in the three groups. He corresponds to the “opin-
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ion leaders” proposed in the early diffusion literature as the individuals
responsible for the spread of new ideas and behaviors (Burt 1999a,b).
Moreover, Robert’s more diverse contacts mean that he is more likely to be
a candidate discussed for inclusion in new opportunities. These benefits
are compounded by the fact that having a network that yields such bene-
fits makes Robert more attractive to other people as a contact in their own
networks.

There is also a control advantage. Robert is in a position to bring to-
gether otherwise disconnected contacts, which gives him a disproportion-
ate say in whose interests are served when the contacts come together.
Moreover, the holes between his contacts mean that he can broker com-
munication while displaying different beliefs and identities to each contact
(“robust action” in Padgett and Ansell 1993; see Brieger 1995 on the con-
nection with structural holes). Simmel and Merton introduced the sociol-
ogy of people who derive control benefits from structural holes: The ideal
type is the tertius gaudens (literally, “the third who benefits”), a person who
benefits from brokering the connection between others (see Burt 1992, 30—
32, for review). Robert in Figure 1 is an entrepreneur in the literal sense of
the word—a person who adds value by brokering the connection between
others (Burt 1992, 34-36; see also Aldrich 1999, Chap. 4; Thornton 1999).
There is a tension here, but not the hostility of combatants. It is merely un-
certainty. In the swirling mix of preferences characteristic of social net-
works, where no demands have absolute authority, the tertius negotiates
for favorable terms. Structural holes are the setting for fertius strategies,
and information is the substance. Accurate, ambiguous, or distorted infor-
mation is strategically moved between contacts by the tertius. The infor-
mation and control benefits reinforce one another at any moment and
cumulate together over time.

Thus, individuals with contact networks rich in structural holes are the
individuals who know about, have a hand in, and exercise control over
more rewarding opportunities. The behaviors by which they develop the
opportunities are many and varied, but the opportunity itself is at all times
defined by a hole in the social structure. In terms of the argument, net-
works rich in the entrepreneurial opportunities of structural holes are en-
trepreneurial networks, and entrepreneurs are people skilled in building
the interpersonal bridges that span structural holes. They monitor infor-
mation more effectively than bureaucratic control. They move information
faster, and to more people, than memos. They are more responsive than a
bureaucracy, easily shifting network time and energy from one solution to
another (vividly illustrated in networks of drug traffic: Williams 1998;
Morselli 2000; or health insurance fraud: Tillman & Indergaard 1999). More
in control of their surroundings, brokers like Robert in Figure 1 can tailor
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solutions to the specific individuals being coordinated, replacing the boil-
erplate solutions of formal bureaucracy. To these benefits of faster, better
solutions, add cost reductions; entrepreneurial managers offer inexpensive
coordination relative to the bureaucratic alternative. Speeding the process
toward equilibrium, individuals with networks rich in structural holes op-
erate somewhere between the force of corporate authority and the dexter-
ity of markets, building bridges between disconnected parts of a market
where it is valuable to do so.

In sum, the hole prediction is that in comparisons between otherwise
similar people like James and Robert in Figure 1, it is Robert who has more
social capital. His network across structural holes give him broad, early ac-
cess to, and entrepreneurial control over, information.

Network Closure as Social Capital

Coleman’s (1988, 1990) view of social capital focuses on the risks associ-
ated with being a broker. I will refer to Coleman’s view as a closure argu-
ment. The key idea is that networks with closure—that is to say, networks
in which everyone is connected such that no one can escape the notice of
others, which in operational terms usually means a dense network—are
the source of social capital.

Network closure does two things for people in the closed network. First,
it affects access to information (Coleman 1990:310; cf. 1988:5104): “An im-
portant form of social capital is the potential for information the inheres in
social relations. . . . A person who is not greatly interested in current events
but who is interested in being informed about important developments
can save the time required to read a newspaper if he can get the informa-
tion he wants from a friend who pays attention to such matters.” For ex-
ample, noting that information quality deteriorates as it moves from one
person to the next in a chain of intermediaries, Baker (1984; Baker & Iyer
1992) argues that markets with networks of more direct connections im-
prove communication between producers, which stabilizes prices, the cen-
tral finding in Baker’s (1984) analysis of a securities exchange.

Second, and this is the benefit more emphasized by Coleman, network
closure facilitates sanctions that make it less risky for people in the network
to trust one another. Illustrating the trust advantage with rotating-credit
associations, Coleman (1988:5103; 1990:306-7; see Biggart 2000 for a closer
look at how such associations operate) notes, “But without a high degree
of trustworthiness among the members of the group, the institution could
not exist—for a person who receives a payout early in the sequence of
meetings could abscond and leave the others with a loss. For example, one
could not imagine a rotating-credit association operating successfully in
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urban areas marked by a high degree of social disorganization—or, in
other words, by a lack of social capital.” With respect to norms and effec-
tive sanctions, Coleman (1990:310-11; cf. 1988:5104) says; “When an effec-
tive norm does exist, it constitutes a powerful, but sometimes fragile, form
of social capital. ... Norms in a community that support and provide
effective rewards for high achievement in school greatly facilitate the
school’s task.” Coleman (1988:5107-8) summarizes: “The consequence of
this closure is, as in the case of the wholesale diamond market or in other
similar communities, a set of effective sanctions that can monitor and
guide behavior. Reputation cannot arise in an open structure, and collec-
tive sanctions that would ensure trustworthiness cannot be applied.” He
continues (1990:318); “The effect of closure can be seen especially well by
considering a system involving parents and children. In a community
where there is an extensive set of expectations and obligations connecting
the adults, each adult can use his drawing account with other adults to help
supervise and control his children.”

Coleman’s closure argument is prominent with respect to social capital,
but it is not alone in predicting that dense networks facilitate trust and
norms by facilitating effective sanctions. In sociology, Granovetter (1985,
1992:44) argues that the threat of sanctions makes trust more likely be-
tween people who have mutual friends (mutual friends being a condition
of “structural embeddedness”): “My mortification at cheating a friend of
long standing may be substantial even when undiscovered. It may increase
when the friend becomes aware of it. But it may become even more un-
bearable when our mutual friends uncover the deceit and tell one another.”
There is an analogous argument in economics (the threat of sanctions cre-
ating a “reputation” effect, e.g., Tullock 1985; Greif 1989): Mutual acquain-
tances observing two people (a) make behavior between the two people
public, which (b) increases the salience of reputation for entry to future re-
lations with the mutual acquaintances, (c) making the two people more
careful about the cooperative image they display, which (d) increases the
confidence with which each can trust the other to cooperate. This chapter
is about social capital, so I focus on Coleman’s prediction that network clo-
sure creates social capital. I have elsewhere discussed the network struc-
tures that facilitate trust, showing that closure’s association with distrust
and character assassination is as strong as its association with trust (Burt
1999a, 2001).

The closure prediction, in sum, is that in comparisons between other-
wise similar people like James and Robert in Figure 1, it is James who has
more social capital. Strong relations among his contacts give James more
reliable communication channels, and protect him from exploitation be-
cause he and his contacts are more able to act in concert against someone
who violates their norms of conduct.
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NETWORK EVIDENCE

Figure 2 contains graphs describing five study populations of managers. I
focus on these managers because on them I have detailed and comparable
network data. Managers in four of the Figure 2 populations completed net-
work questionnaires in which they were asked to name (a) people with
whom they most often discussed important personal matters, (b) the peo-
ple with whom they most often spent free time, (c) the person to whom
they report in the firm, (d) their most promising subordinate, (e) their most
valued contacts in the firm, (f) essential sources of buy-in, (g) the contact
most important for their continued success in the firm, (h) their most dif-
ficult contact, and (i) the people with whom they would discuss moving to
a new job in another firm. After naming contacts, respondents were asked
about their relation with each contact, and the strength of relations be-
tween contacts (see Burt 1992:121-25, 1997b; Burt, Hogarth, & Michaud,
2000, for item wording and scaling).

The horizontal axis of each graph in Figure 2 is a network constraint
index, C, that measures social capital. Network constraint measures the
extent to which a network is directly or indirectly concentrated in a sin-
gle contact. Constraint varies with three dimensions of a network: size,
density, and hierarchy (see Burt 1992:50ff., 1995, 1998, 2000). Constraint is
low in large networks of disconnected contacts. Constraint is high in a
small network of contacts who are close to one another (density), or
strongly tied to one central contact (hierarchy). The index begins with a
measure of the extent to which manager i’s network is directly or indi-
rectly invested in his or her relationship with contact j: ¢; = (p; +
Eqpiqpq]-)z, for q # i,j, where p,. is the proportion of i’s relations invested
in contact j. The total in parentkeses is the proportion of i’s relations that
are directly or indirectly invested in connection with contact j. The sum
of squared proportions, .c;, is the network constraint index C. I multiply
scores by 100.

As a frame of reference, network constraint is 27.9 on average across the
841 observations in Figure 2, with a 10.5 standard deviation. The network
around Robert in Figure 1 is less constrained than average (C = 15). Robert
would appear to the far left in each Figure 2 graph. The network around
James is slightly more constrained than average (C = 31).

Association between performance and network constraint is a critical
test for the two leading network mechanisms argued to provide social
capital. More constrained networks span fewer structural holes, which
means less social capital according to the hole argument. If networks that
span structural holes are the source of social capital, then performance should have
a negative association with network constraint. More constraint means more
network closure, and so more social capital according to the closure argu-
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ment. If network closure is the source of social capital, then performance should
have a positive association with constraint.

The vertical axes in Figure 2 measure performance (explained below for
each study population). Each graph in Figure 2 shows a strong negative as-
sociation, supporting the argument that structural holes are the source of
social capital.

Performance Evaluations

Graphs A and B show a negative association between network constraint
and performance evaluations. Figure 2A is based on a representative sam-
ple of staff officers within the several divisions of a large financial organi-
zation in 1996 (Burt, Jannotta, & Mahoney 1998). The dependent variable
is job performance evaluation, taken from company personnel records.
Employees are evaluated at the end of each year on an A, B, C scale of “out-
standing” to “poor” with plus and minus used to distinguish higher from
lower performances within categories. The evaluations stay with an em-
ployee over time to affect future compensation and promotion. Women are
the majority of the several hundred employees in the staff function (76%
of all officers within the function). Of 160 staff officers who returned net-
work questionnaires, the majority are women (69%). The results in Figure
2 are for the women (see Burt 2000:Table 2, for the men). Graph A in Fig-
ure 2 shows how the probability of an “outstanding” and a “poor” evalu-
ation changes with network constraint. The graph is based on a logit
regression predicting the two extremes of evaluation with the middle cat-
egory as a reference point. Evaluations are adjusted for the four manage-
ment job ranks defined by the firm because more senior officers are more
likely to be evaluated as “outstanding” (Burt, Jannotta, & Mahoney 1998:
84). Officers with less constrained networks, like Robert, have a signifi-
cantly higher probability of receiving an outstanding evaluation (—2.3 t-
test). The stronger effect is the tendency for officers living in the closeted
world of a constrained network to receive a “poor” evaluation (3.3 t-test).

Figure 2B is taken from Rosenthal’s (1996) dissertation research on the
social capital of teams. Troubled by the variable success of total quality man-
agement (TQM) and inspired by Ancona and Caldwell’s (1992a, 1992b)
demonstration that networks beyond the team are associated with team
performance, Rosenthal wanted to see whether the structure of external re-
lationships for TQM teams had the effect predicted by the hole argument.
She gained access to a midwest manufacturing firm in 1994 that was in the
process of using TQM teams to improve quality in all of its functions in its
several plants (a total of 165 teams). She observed operations in two plants,
then asked the senior manager responsible for quality in each plant to eval-
uate the performance of each TQM team in his or her plant. Evaluations
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were standardized within plants, then compared across plants to identify
functions in which team performance most varied. The study population
was teams assigned to a function with high success in some plants and low
success in other plants. Selecting two functions for study, Rosenthal sent to
each employee on the selected teams a network questionnaire; the survey
data were used to compute constraint in each person’s network within and
beyond the team.

The vertical axis in Figure 2B is the standardized team evaluation, and
the horizontal axis is average constraint on people in the team. The associ-
ation is as predicted by the hole argument, and quite striking (—.79 corre-
lation). Teams composed of people whose networks extend beyond the
team to span structural holes in the company are significantly more likely
to be recognized as successful.

Promotions

Figure 2C shows a negative association between promotion and network
constraint. The data are taken from a probability sample of senior man-
agers in a large electronics manufacturer in 1989. Performance and net-
work data on these managers have been discussed in detail elsewhere
(Burt 1992, 1995, 1997a,b, 1998). Survey network data were obtained on di-
verse relationships using the questions described above. Performance and
background data on each manager were taken from company personnel
records. Company personnel records provided each manager’s rank (four
levels defined by the firm), date promoted to current rank, date entered the
firm, functional area of responsibility (defined by the firm as sales, service,
manufacturing, information systems, engineering, marketing, finance, and
human resources), and the usual personnel-file variables such as gender,
family, income, and so on.

Income in the study population was too closely tied to job rank to mea-
sure the relative success of individual managers. Time to rank was a better
performance variable (Burt 1992:196-7). Whether promoted internally or
hired from the outside, people promoted to senior rank in large organiza-
tions have several years of experience preceding their promotion. A period
of time is expected to pass before people are ready for promotion to senior
rank (see Merton 1984, on socially expected durations). How much time is
an empirical question, the answer to which differs among individual man-
agers. Some managers are promoted early. Early promotion is the differ-
ence between when a manager was promoted to his current rank and a
human-capital baseline model predicting the age at which similar man-
agers are promoted to the same rank to do the same work: E(age) — age.
Expected age at promotion E(age), is the average age at which managers
with specific personal backgrounds (education, race, gender, and senior-
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ity) have been promoted to a specific rank within a specific function (rank,
function, and plant location). Expected age at promotion is 12% of the pop-
ulation variance in promotion age, and residuals are distributed in a bell
curve around expected promotion age (Burt 1992:126-31; 1995). The crite-
rion variable in Figure 2C is the early promotion variable standardized to
zero mean and unit variance.

Figure 2C contains the 170 most senior men responding to the survey
(see Burt 1998:14, for the senior women). The negative association between
early promotion and constraint is statistically significant (—5.4 t-test). Men
promoted early to their current senior rank tend to have low-constraint
networks (left side of the graph), while those promoted late tend to have
high-constraint networks (right side of the graph).

Compensation

Graphs D, E, and F show negative associations between compensation and
network constraint. Figure 2D contains 60 people who were a representa-
tive sample of senior managers across functions in a division of a large
French chemical and pharmaceuticals company in 1997 (Burt, Hogarth, &
Michaud 2000). Again, survey network data were obtained on diverse re-
lationships using the questions described above. Performance and back-
ground data on managers in the study population were taken from
company personnel records. Seventy-two percent of the study-population
variance in annual salaries can be predicted from a manager’s job rank and
age (salary slightly more associated with age than seniority). The residual
28% of salary variance defines the performance variable in Figure 2D. Rel-
ative salary is based on the difference between a manager’s salary and the
salary expected of someone in his rank at her age: salary — E(salary). As-
sociations with other background factors are negligible with rank and age
held constant (Burt, Hogarth, & Michaud 2000). Relative salary is stan-
dardized across all 85 managers in the study population to zero mean and
unit variance (a score of 1.5, for example, means that the manager’s salary
is one and a half standard deviations higher than the salary typically paid
to people in his rank at his age). The negative association between relative
salary and network constraint is statistically significant (—3.7 t-test). The
managers who enjoy salaries higher than expected from their rank and age
tend to be managers with networks that span structural holes in the firm.

Figure 2E contains investment officers in a financial organization in 1993
(Burt 1997a). The study population includes bankers responsible for client
relations, but also includes a large number of administrative and support
people who participate in the bonus pool. Performance, background, and
network data on the study population are taken from company records.
Seventy-three percent of the variance in annual bonus compensation,
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which varies from zero to millions of dollars, can be predicted from job
rank (dummy variables distinguishing ranks defined by the organization),
and seniority with the firm (years with the firm, and years in current job).
Salary is almost completely predictable from the same variables (95% of
salary variance). With rank and seniority held constant, there are no sig-
nificant bonus differences by officer gender, race, or other background fac-
tors on which the firm has data. The residual 27% of bonus variance defines
the performance variable in Figure 2E. Relative bonus is based on the dif-
ference between the bonus an officer was paid and the bonus typical for
someone in his rank, at her age, with his years of seniority at the firm:
bonus — E(bonus). | standardized relative bonus across all officers in the
study population to zero mean and unit variance (so a score of 1.5, for ex-
ample, means that an officer’s bonus is one and a half standard deviations
higher than the bonus typically paid to people at his rank or her rank, age,
and seniority). Figure 2E contains a random sample of 147 men analyzed
for social capital (see Burt 2000:Table 2, for results on female bankers).

The work of this population requires flexible cooperation between col-
leagues. It is impossible to monitor their cooperation through bureaucratic
chains of command because much of their interpersonal behavior is un-
known to their immediate supervisor. The firm is typical of the industry in
using peer evaluations to monitor employee cooperation. Each year, offi-
cers are asked to identify the people with whom they had substantial or
frequent business dealings during the year and to indicate how productive
it was to work with each person. The firm uses the average of these peer
evaluations in bonus and promotion deliberations. The firm does not look
beyond the average evaluations. However, there is a network structure in
the evaluations that, according to social capital theory, has implications for
an officer’s performance, which in turn should affect his bonus (see Eccles
& Crane 1988, Chapter 8). From peer evaluations by the investment offi-
cers and colleagues in other divisions of the firm, I identified the people
cited as productive contacts by each of the officers, and looked at evalua-
tions by each contact to see how contacts evaluated one another. I then
computed network constraint from the network around each officer.

What makes the study population analytically valuable is the time or-
der between the network and performance data. Social capital theory gives
a causal role to social structure. Consistent with the argument, T assume the
primacy of social structure for theoretical and heuristic purposes. I am lim-
ited to assuming the primacy of social structure because the data collected
in the other Figure 2 study populations are cross-sectional and so offer no
evidence of causation (see Burt 1992:173-80, for discussion). It is difficult
to gather survey network data, wait for the relative success of managers to
emerge over time, and then gather performance data. The network data on
the investment officers were obtained in the routine of gathering peer eval-
uations to affect bonus compensation five months later.
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There is a negative association in Figure 2E between bonus compensa-
tion and network constraint (—3.7 t-test). The managers who received
bonuses higher than expected from their rank and seniority tend to have
networks that span structural holes in the firm. The logit results in Figure
2F show that the association is even stronger than implied by the results in
Figure 2E. There is a triangular pattern to the data in Figure 2E. On the right
side of the graph, officers with the most constrained networks receive low
bonuses. On the left, officers receiving larger bonuses than their peers tend
to have low-constraint networks, but many officers with equally uncon-
strained networks receive small bonuses. I attribute this to annual data.
The low-constraint networks that span structural holes provide better ac-
cess to rewarding opportunities, but that is no guarantee of exceptional
gains every year. There is a .47 partial correlation between bonus in the cur-
rent year and bonus in the previous year (after rank and seniority are held
constant). Even the most productive officers can see a lucrative year fol-
lowed by a year of routine business. So, the logit results in Figure 2F more
accurately describe the social-capital effect for the investment officers. I di-
vided the officers into three bonus categories: large (bonus more than a
standard deviation larger than expected from rank and seniority), me-
dium, and small (bonus more than a standard deviation smaller than ex-
pected from rank and seniority). Network constraint this year significantly
decreases the probability of a large bonus next year (—2.7 t-test), but the
stronger effect is the increased probability of receiving a low bonus next
year (3.6 t-test).

Other Evidence

Across the five study populations in Figure 2, social capital results from
brokerage across structural holes, not from network closure. Elsewhere, I
review research based on less detailed network data, but research on a
broader diversity of substantive questions on a broader diversity of study
populations (Burt 2000). The conclusion of the review is the same as here:
closed networks—more specifically, networks of densely interconnected
contacts—are systematically associated with substandard performance.
For individuals and groups, networks that span structural holes are asso-
ciated with creativity and innovation, positive evaluations, early promo-
tion, high compensation and profits.

RETHINKING COLEMAN'S EVIDENCE

The most authoritative evidence in Coleman’s argument for closure as a
form of social capital comes from his studies of high-school students. He
argues that closure explains why certain students are more likely to drop
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out of high school. When the adults in a child’s life are more connected
with one another, the closure argument predicts trust, norms, and effective
sanctions more likely among the adults, which means that the adults can
more effectively enforce their interest in having the child complete his or
her education.

Coleman (1988, 1990:590-97) offers three bits of evidence to show that
children living within closed networks of adults are less likely to drop out
of high school: First, children in families with two parents and few children
are less likely to drop out of high school (two parents living together can
collaborate more effectively in the supervision of a child than two parents
living apart). Second, children who have lived in the same neighborhood
all their lives are less likely to drop out of high school (parents, teachers,
and other people in the neighborhood are more likely to know one another
and collaborate in the supervision of a child than can parents new to the
neighborhood). Third, children in Catholic and other religious private
schools are less likely to drop out (parent, teachers, and parents of the
child’s friends at the private schools are more likely—relative to adults in
the same roles in a public school—to know one another and collaborate in
the supervision of a child).

Two questions: First, is “not dropping out of school” a productive per-
formance criterion for estimating social capital effects? Performance vari-
ation around “drop out” is probably driven by factors different from those
that determine variation at the other end of the performance continuum,
the “stay-in-school-and-do-well” end of the continuum. For example, an-
alyzing data on mathematics achievement from the National Education
Longitudinal Study survey of 9,241 students in 898 high schools, Morgan
and Serensen (1999a,b:674) raise questions about the value of network clo-
sure: “In contrast to [Coleman’s] basic hypotheses, our findings lead us to
conclude that the benefits offered by the typical network configurations of
horizon-expanding schools outweigh those of norm-enforcing schools.”
Like Coleman before them, Morgan and Serensen have limited network
data available for their analysis,! but their two network variables do mea-
sure closure of a kind, so the negative association between math scores and
“parents know parents” raises questions for scholars committed to the clo-
sure argument.

Second, the accumulating evidence of brokerage as social capital invites
speculation about the role that brokerage could be playing in Coleman’s
evidence. Grant that children are less likely to drop out of school if they
have a constrained network in which friends, teachers, and parents are all
strongly connected to one another so as to eliminate opportunities for the
child to play contacts against one another. Constraint from parents and
teachers has positive long-term consequences for children, forcing them to
focus on their education. But is this social capital of the child or its parents?
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The evidence reviewed in this chapter is about the social capital of the per-
son at the center of the network. The social capital associated with higher
performance by adults comes from a network of disconnected contacts. At
some point on the way to adulthood, the child shaped by the environment
takes responsibility for shaping the environment, and is rewarded in pro-
portion to the value he or she adds to the environment. Constraint, posi-
tive for the child, is detrimental to adults, particularly adults charged with
managerial tasks at the top of their firm. Moreover, the parental network
around their child defines only part of the social-capital effect on educa-
tional achievement. The complete story is about effective adult supervision
(closure argument) combined with parental ability to wrestle resources out
of society to support the child (hole argument). Whatever the effect of clo-
sure providing adult control over the child, how much greater is the effect
of a parent network that spans structural holes at work such that the par-
ents bring home earlier promotions and higher compensation as illustrated
in Figure 27

A POINT OF INTEGRATION

There remains an important role for closure. It can be critical to realizing
the value buried in structural holes.

External and Internal Constraint

Begin with the table in Figure 3. Rows distinguish groups in terms of their
external network. Groups can be distinguished on many criteria. [ have in
mind the two network criteria that define information redundancy (cohe-
sion and structural equivalence), but it is just as well to have in mind a
more routine group; a family, a team, a neighborhood, or some broader
community such as an industry. Some groups are composed of individu-
als with many nonredundant contacts beyond the group—as illustrated by
the three-person sociograms at the top of the table. People in each of the
two groups have a total of six nonredundant contacts beyond the group.
With respect to network measurement, nonredundant contacts mean a lack
of external constraint on the group. The horizontal axis in Figure 2B, for ex-
ample, measures the average network constraint on individuals in TQM
teams. Low-constraint teams, to the left in the graph, were composed of
employees with many nonredundant contacts beyond their team. In span-
ning structural holes beyond the team, their networks reached a diverse
set of perspectives, skills, or resources. They were the high-performance
teams. At the other extreme, to the right in Figure 2B, low-performance
teams were composed of individuals with redundant contacts beyond the
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team. The sociogram at the bottom of Figure 3 is an illustration. The
group’s four contacts beyond the team are interconnected, and so are re-
dundant by cohesion. Such a team has access to a single set of perspectives,
skills, or resources, and is expected not to see or successfully implement
new solutions, as illustrated in Figure 2B by their poor performance with
respect to TQM.

Columns distinguish groups in terms of network closure. Structural
holes between people or organizations in a group weakens in-group com-
munication and coordination, which weakens group ability to take ad-
vantage of brokerage beyond the group. Closure eliminates structural
holes within the team, which improves communication and coordination
within the team. The sociogram to the left of the table in Figure 3 shows a
group with disconnected elements within it. The two sociograms to the
right of the table show groups with all three elements connected. Density
or hierarchy can provide network closure, though hierarchy seems to be
the more potent form of closure (Burt 2000). A leader with strong relations
to all members of the team improves communication and coordination de-
spite coalitions or factions separated by holes within the team.

Performance Surface

The graph at the top of Figure 3 shows group performance across the cells
of the table. Performance here is an undefined mixture of innovation, pos-
itive evaluation, early promotion, compensation, and profit. Points A, B, C,
and D at the corners of the table in Figure 3 correspond to the same points
in the graph.

Performance is highest at the back of the graph {quadrant A), where in-
group closure is high (one clear leader, or a dense network connecting peo-
ple in the group) and there are many nonredundant contacts beyond the
group (member networks into the surrounding organization are rich in dis-
connected perspectives, skills, and resources). Performance is lowest at the
front of the graph (quadrant C), where in-group closure is low (members
spend their time bickering with one another about what to do and how to
proceed) and there are few nonredundant contacts beyond the group
(members are limited to similar perspectives, skills, and resources).

Figure 3 is my inference from three bits of evidence, all of which are
reviewed in detail elsewhere (Burt 2000:Figure 5). In fact, the Figure 3
interaction between brokerage and closure is the concept of structural
autonomy from which the hole argument emerged (Burt 1980, 1982, 1992:
38-45).

The first evidential bit comes from research with census data describing
the association between industry profit margins and market structure. In-
dustry profit margins increase with closure among industry producers and
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increase with the number of nonredundant suppliers and customer mar-
kets (Burt 1992, Chapter 3; 2000:Figure 6). Analogy with the market struc-
ture research is productive in two ways: The market results are based on a
census of market conditions, so they include data on the performance-net-
work association at extremes not present in most samples of managers.
Second, the market results across a broader range of network conditions
show a nonlinear form of returns to network structure. The strongest net-
work effects occur with deviations from minimum network constraint.
With respect to network structure within a group, in other words, perfor-
mance should be weakened more by the first significant disconnection in
the group than by one more disconnection within an already disorganized
group. With respect to external structure, performance should be weak-
ened more by the entry of one strong perspective, or skill, or resource in
the surrounding organization than it is by the entry of another external
pressure on a group already frozen by external pressures.

Asecond bit of evidence for the integration is Reagans and Zuckerman'’s
(1999) study of performance in 223 corporate R&D units within 29 major
American firms in eight industries. They report higher levels of output
from units in which scientists were drawn from widely separate employee
cohorts (implying that their networks reached diverse perspectives, skills,
and resources outside the team) and there is a dense communication net-
work within the unit. Tenure diversity (or other kinds of diversity, see
Williams & O'Reilly 1998) can be disruptive because of the difficulties as-
sociated with communicating and coordinating across different perspec-
tives, but when communication is successful (as implied by a dense
communication network within the team), team performance is enhanced
by the brokerage advantages of the team having access to more diverse in-
formation. Reagans and Zuckerman'’s finding is a segment somewhere be-
tween points A and C on the performance surface at the top of Figure 3.

A third bit of evidence for the integration comes from the contingent
value of social capital to managers (Burt 1997a, 2000:Figure 6). Social cap-
ital is most valuable to managers who hold relatively unique jobs (such as
CEQ, divisional vice-president, or people managing ventures of a kind
new to their organization). These are people who have the most to gain
from the information and control benefits of social capital. The contingency
argument is that numerous peers define a competitive frame of reference
against which any one manager’s performance can be calibrated, so man-
agers doing similar work come to resemble one another in their efforts.
Burt (1997a, 2000:Figure 6) shows a nonlinear decline in the value of social
capital in proportion to the number of managers—peers—doing the same
work. Assume that network closure among peers decreases with the num-
ber of peers; network closure among many people being more difficult to
sustain than closure among a few people. Then the negative association
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between peers and the value of social capital is a negative association be-
tween closure and the value of social capital. The social capital of broker-
age across structural holes is again more valuable to a group where there
is network closure within the group—point A at the back of the graph in
Figure 3. Along the axis from point C to D in the graph, low closure means
poor communication and coordination within a group and such a group
can be expected to perform poorly, benefiting from external networks only
in the richest diversity of perspectives, skills, and resources.

Frame of Reference for Integrating
Research Results

Figure 3 can be a useful frame of reference for integrating research results
across studies. A study can show exclusive evidence of social capital from
network closure or structural holes without calling either argument into
question.

For example, Greif (1989) argues that network closure was critical to the
success of the medieval Maghribi traders in North Africa. Each trader ran
alocal business in his own city that depended on sales to distant cities. Net-
work closure among the traders allowed them to coordinate so as to trust
one another, and so profitably trade the products of their disparate busi-
ness activities. The traders individually had networks rich in brokerage op-
portunities, but they needed closure with one another to take advantage of
the opportunities. More generally, in an environment rich in diverse per-
spectives, skills, and resources, group performance depends on people
overcoming their differences to operate as a group. Group performance
will vary with in-group closure, not brokerage, because brokerage oppor-
tunities beyond the group are abundant for everyone (this is the Figure 3
surface from point A to point D).

Rosenthal’s (1996) study of TQM teams illustrates the other extreme.
People on the teams had been trained to act as a team and there was en-
thusiasm for quality management in the firm—so the teams did not differ
greatly in their closure. Closure was high in all of them. Therefore, team
performance varied as illustrated in Figure 2B with a team’s external net-
work. If a cohesive team can see a good idea, it can act on it. With all teams
cohesive, those with numerous nonredundant contacts beyond the team
had the advantage of access to a broader diversity of perspectives, skills,
and resources. Several recent studies report high performance from groups
with external networks that span structural holes (see Burt 2000 for re-
view): Geletkanycz and Hambrick (1997) on higher company performance
when top managers have boundary-spanning relationships beyond their
firm and beyond their industry; Ahuja (1998) on the higher patent output
of organizations that hold broker positions in the network of joint ventures
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or alliances at the top of their industry; Pennings, Lee, and Witteloostuijn
(1998) on the survival of accounting firms as a function of strong partner
ties to client sectors; Stuart and Podolny (1999) on the higher probability
of innovation from semiconductor firms that establish alliances with firms
outside their own technological area; McEvily and Zaheer (1999) on the
greater access to competitive ideas enjoyed by small job manufacturers
with more nonredundant sources of advice beyond the firm; Serensen
(1999) on the negative effect on firm growth of redundant networks be-
yond the firm; Hansen, Podolny, and Pfeffer (2000) on computer new-
product teams completing their task more quickly when the team is
composed of people with more nonredundant contacts beyond the team;
Baum, Calabrese, and Silverman (2000) on the faster revenue growth and
more patents granted to biotechnology companies that have multiple
kinds of alliance partners at start-up; Koput and Powell (2000) on the
higher earnings and survival chances of biotechnology firms with more
kinds of activities in alliances with more kinds of partner firms; and
Podolny (2000) on the higher probability of early-stage investments sur-
viving to IPO for venture-capital firms with joint-investment networks of
otherwise disconnected partners. With Figure 3 in mind, these studies tell
me not that the closure argument is in error so much as that closure within
business groups is less often problematic than brokerage beyond the
group. More generally, the relative performance of cohesive groups will
vary with the extent to which a group is composed of people with net-
works rich in structural holes, not network closure, because closure is high
for all of the groups (this is the Figure 3 surface from point A to point B, il-
lustrated in Figure 2B).

In short, structural holes and network closure can be brought together
in a productive way. The integration is only with respect to empirical evi-
dence. The mechanisms remain distinct. Closure describes how dense or
hierarchical networks lower the risk associated with transaction and trust,
which can be associated with performance. The hole argument describes
how structural holes are opportunities to add value with brokerage across
the holes, which is associated with performance. The empirical evidence
reviewed supports the hole argument over closure. However, my sum-
mary conclusionillustrated in Figure 3 is that while brokerage across struc-
tural holes is the source of added value, closure can be critical to realizing
the value buried in the structural holes.

NOTE

1. Forexample, the “density of student friendship networks” to which they re-
fer in their conclusion is not a network density measure; it is a count of a
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student’s closest friends named in an interview with the student’s parent (0
to 5, “friends in school” variable in Morgan and Serensen, 1999a:666-67).
“Friends in school” is an indicator of intergenerational network closure,
and, consistent with the closure argument, has a positive association with a
student’s gain in math scores to 12th grade (primarily for students averaged
across schools: Morgan and Serensen, 1999a:669, 1999b:698; Carbonaro
1999:684-85). The “density of parental networks” in Morgan and Seren-
sen’s conclusion is also a count. It is the number of the named close friends
for whom the interviewed parent claims to know one or both of the friend’s
parents (“parents know parents” variable). “Parents know parents” is an-
other measure of intergenerational network closure, but in contradiction to
the closure argument, has a negative association with a student’s gain in
math scores (again primarily for students averaged across schools, Morgan
and Serensen, 1999a:669, 1999b:698). Inferences are complicated by the fact
that “friends in school” is of course strongly correlated (.58) with “parents
know parents.” More consequential, Morgan and Serensen’s network vari-
ables are enumerations by the parent, not the student. The student need not
agree with the parent’s selection of best friends, and the student’s network
can extend well beyond the view of his or her parents (recall that these are
high school students; see Hirschi 1972 on the significance for delinquent be-
havior of a boy’s friends unknown to his father).
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The Position Generator:
Measurement Techniques for
Investigations of Social Capital

Nan Lin, Yang-chih Fu, and Ray-May Hsung

As social capital gains currency in the social sciences (Bourdieu 1980,
1983 /1986; Coleman 1988, 1990; Putnam 1993, 1995a, 1995b; Lin 1995; Burt
1997, 1998; Portes & Sensenbrenner 1993; Portes 1998), it also increasingly
faces divergence in conceptualization and measurement. The proliferation
of meanings attached to the concept has broadened its appeal to an ever
larger community of scholars and audience, yet also has threatened its in-
tegrity. Serious questions have been raised about the concept’s rigor and
its utility in scientific theory. We argue that the scientific viability of the no-
tion of social capital depends on the development of an approach that
integrates theory and measurement of the concept. Without a clear con-
ceptualization, social capital may soon become a catch-all term broadly
used in reference to anything that is “social.” Without a clear measurement,
it will be impossible to verify propositions or to accumulate knowledge.

The purposes of this paper are fourfold. First, it will evaluate the con-
ceptualization of social capital. Second, it will provide a report on the
development of a particular measurement methodology—the position
generator—as guided by one specific conceptualization. The third purpose
is to demonstrate the measurement’s utility in testing specific propositions
regarding the function of social capital in one instrumental context—strat-
ification and mobility in one society (Taiwan). The final goal is to propose
further refinements of the measurement methodology in advancing the
concept of social capital.

57
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TOWARD A THEORY OF SOCIAL CAPITAL

Social capital can be defined as resources embedded in a social structure
that are accessed and /or mobilized in purposive actions (Lin 1982, 2001;
also see Chapter 1 of this book). By this definition, the notion of social cap-
ital contains three ingredients: resources embedded in a social structure;
accessibility to these social resources by individuals; and use or mobiliza-
tion of them by individuals engaged in purposive action. Thus conceived,
social capital contains both structural (accessibility) and action-oriented
(mobilization or use) elements. The two ingredients also reflect differential
levels of analysis, as diagramed in Figure 1. At the mesostructural level, so-
cial capital captures the extent to which individuals have differential ac-
cessibility to collective resources. At the microaction level, social capital
captures how accessed resources are differentially mobilized by individu-
als in conjunction with specific actions.

This conceptual framework suggests three types of research tasks for
building a theory of social capital. These tasks are also illustrated in Figure
1. First, the theory should be expected to delineate patterns of differential
distributions for social resources that are accessed or mobilized. It should
further demonstrate that there are social forces that determine such differ-
ential distributions. Thus, it is incumbent on a theory of social capital to

Collective Assets

Accessibility (Network

Locations and Resources) » Outcomes

Structural and
Positional Mobilization

Embeddedness (Use of Contacts)

Processgs—l Effects

Figure 1. Research tasks in building a theory of social capital.
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delineate the patterns and determinants of the two ingredients of social
capital or the inequality of social capital as accessible social resources and mo-
bilized social resources. Two types of causation forces are of special inter-
est to scholars in the analysis of the inequality in social capital: structural
and positional variations. A structure may be characterized in many ways
such as diversity in culture and ideology, level of industrialization and
technology, level of education, extent of physical and natural resources,
economic productivity, etc. (see Chapter 1 of this book). Within a structure,
individuals may be described as occupying different positions in social,
cultural, political, and economic strata. These variations may be hypothe-
sized to affect the richness or poorness of various social ingredients.

Second, the theory should demonstrate how social capital is capital, or
how it generates return or gain. That is, it should propose how one or more
of the ingredients directly or indirectly impact an individual’s well-being.
In propositional terms, these are termed effect hypotheses and can be
stated as follows:

Effect Hypothesis 1: The greater the embedded resources accessible by an indi-
vidual, the better the individual’s well-being.

Effect Hypothesis 2: The better embedded resources mobilized by an individual,
the better the outcome of an individual’s purposive action.

Third, the theory needs to demonstrate that the two ingredients are
interconnected. Thus, it needs to propose a causal sequence in which
embedded resources constrain and enable individual choices and ac-
tions. These propositions can be termed process hypotheses and stated as
follows:

Process Hypothesis: The better the accessible einbedded resources, the better em-
bedded resources can and will be mobilized in purposive actions by an indi-
vidual.

[t is this conceptual framework and its propositions that should guide
research programs as well as evaluations of the extent to which each pro-
gram is successful. There is significant space left for research entrepre-
neurship. For example, the outcome variables for each hypothesis remain
to be conceptualized and operationalized, and may range from group sol-
idarity to individualjob attainment or life satisfaction (see Chapter 1). Nev-
ertheless, these conceptual analyses should help assess how each research
program contributes to the building of a theory of social capital.

Different research programs may choose to focus on one or more in-
gredients and on one or more of the tasks. One program, for example, may
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focus on the documentation of the distribution of resources in a social
structure, with the purpose of describing the relative distribution of re-
sources as a collective asset in the structure. Putnam’s (1993, 1995a, 1995b)
work is exemplary in this regard, as he has chosen to focus on the distri-
bution of collective assets in a social structure, as reflected in the preva-
lence of and participation in voluntary organizations or social groups, for
example. In this research program, the richness or poorness of collective
assets, over historical periods or across societies, is the focus of analysis,
and its beneficial or detrimental effects for the structure or participating in-
dividuals are benchmarked in time or space.

Another research program may choose to focus on accessibility to em-
bedded resources. Burt's efforts (1997, 1998), for example, have demon-
strated the strategic advantages of certain network locations as reflected in
relative profits for the occupants of a firm. In this program, researchers con-
sider strategic locations (i.e., structural holes and structural constraints) as
indicating social capital itself or assume that the locations have differential
accessibility to embedded resources. The program of research proceeds to
verify the linkages between strategic locations and certain structural or
organizational consequences (e.g., better-than-expected promotions or
bonuses).

Still a third type of research program may choose to focus on the use or
mobilization of embedded resources. An illustration is Coleman’s study
(1990) of how a mother with a child moved from Detroit to Jerusalem in
order to take advantage of social norms and sanctions that would provide
better security for the child to go to the playground or school. In this analy-
sis, richness / poorness of social capital is assumed as given, and the focus
is on the choice made by the mother in mobilizing richer social capital by
moving the family to Jerusalem. Likewise, Portes” description (Portes &
Sensenbrenner 1993) of how some ethnic immigrants in New York City
sought help from compatriots for a legal defense fund assumes that the eth-
nic community is the structure containing collective capital and focuses on
the actions of individual immigrants who need to mobilize resources from
that structure.

Some research programs have sought to examine several of these in-
gredients simultaneously. The social resource research tradition (Lin 1982;
Marsden & Hurlbert 1988; De Graaf & Flap 1988; Flap & De Graaf 1988; Er-
ickson 1996) seeks to describe how individuals access and use embedded
resources to achieve instrumental goals, such as attaining better socioeco-
nomic status. In this research program, social capital is captured either as
(1) the accessed embedded resources by individuals, and /or (2) embed-
ded resources actually used or mobilized in the analysis of their effects on
outcomes in the status-attainment process such as occupational status, au-
thority positions, or an advantaged or disadvantaged industrial sector.
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ACCESS TO EMBEDDED RESOURCES: A PIVOTAL POINT
FOR RESEARCH

While the general conceptual framework and different propositions sug-
gested here provide an elastic range of research enterprises, most re-
searchers working on social capital probably agree that the significance of
a theory of social capital lies in its intended demonstration that structure
and action interact in a meaningful way. Ideally, research programs should
seek to clarify simultaneously how individuals are afforded and con-
strained by their relative accessibility to resources embedded in the social
structure, and how they take actions to mobilize the embedded and acces-
sible social resources to generate returns for their own well-being. Thus, a
social capital theory must contain and demonstrate the meso-micro link-
age and the dynamic interactive effects between structure and action.
Based on this analysis, it can be argued that a critical aspect of research is
the point where individuals intersect with structure—which embedded re-
sources are accessible to whom. At this level of analysis, there are two crit-
ical research questions: (1) inequality of access in the social structure (who
has better or worse access to the embedded resources); and (2) the return
of unequal access for individual well-being.

A further important theoretical advantage of this ground-up approach
to studying social capital is that it enables the term “social capital” to be
used parallel to other related terms, such as “human capital” and “cultural
capital,” in the general theory group that can be identified as the neocapi-
tal theory group (Lin 2001). Unlike the classic theory of capital (Marx 1933),
where capital is a term associated with classes and therefore subject to
macroanalysis, neocapital theories concern the investment and return of
capital at the individual level. For human capital (Schultz 1961; Becker
1964, 1993), which is central to neoclassical economics, research tends to
measure human capital as individual assets—education, on-the-job train-
ing, job experiences, etc. The notion has been extended to almost anything
that improves individual skills and knowledge (e.g., health, family sup-
port: Becker 1981, 1991, 1964 /93). But the major theoretical argument and
most research enterprises are built on the notion and measurement of hu-
man capital as individual assets. Likewise, cultural capital, as explicated
by Bourdieu (Bourdieu 1972, 1997; Bourdieu & Passeron 1977), is the “mis-
recognition” and absorption of individuals with the values and ideologies
espoused by the dominant class. In each case, capital can eventually be
transformed from individual to collective assets, but the point of departure
in the conceptual analysis and research efforts are firmly rooted at the point
where individuals are shown to intersect with the structure.

It is this arena in which we wish to make a contribution. Specifically,
building on the growing research literature regarding the analysis of ac-
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cess to social resources, we hope to demonstrate that a particular measure-
ment methodology promises to yield theoretical and empirical insights
demonstrating the utility of social capital in the context of structured ac-
tion, using data from a particular society, Taiwan.

MEASURING ACCESSIBILITY: THE POSITION GENERATOR

There are two methodologies commonly used to measure access to social
capital: name generators and position generators. The name generator is
the more common methodology and has been used extensively in the net-
work literature. The general technique is to pose one or more questions
about the ego’s contacts (“names”) in certain social contexts or situations
which may range from role or content (neighbors, important family or
work matters) to closeness (confidences, intimacy, etc.), geographic limits,
or for specific periods of time. Such questions generate a list of contacts
ranging from three to five or as many as volunteered by ego. This approach
was pioneered by Laumann (1966), Wellman (1979), and Fischer and his
associates (Fischer 1977, 1982), and standardized in other community stud-
ies (Hall & Wellman 1985; Wellman 1981; Lin, Dean, & Ensel 1986) and na-
tional samples (Burt 1984; Marsden 1987). Numerous studies have adopted
this approach in identifying ego-centric networks.

This methodology has been adapted to measure social capital in three
different but related ways. In one approach, the network characteristics are
taken as indicators of social capital, either as collective social capital or as
access to social capital. Collective social capital is summarized in terms of
density or sparseness of relationships among social ties (ego and alters),
for example. Or, the location of an ego relative to alters in this network is
used to indicate the relative advantage in the access to social capital (the
bridge, or near a bridge, structural holes or structural constraints). Burt’s
(1992, 1997, 1998) conceptualization of social capital utilizes this network-
as-capital approach and argues that theoretically and empirically, the lo-
cation-as-capital measurement is superior to the dispersion-as-capital
measurement. In another approach, compositions of alter characteristics
are constructed to indicate social capital (Campbell, Marsden, & Hurlbert
1986). Again, two types of measures have been devised . One constructs a
composition of the collective resources possessed by the alters (mean edu-
cation, occupational prestige, or income; or range, diversity and hetero-
geneity of education, occupational prestige, or income as well as gender,
age, and other characteristics). Another measure assesses the best-possible
resources (the highest education, occupational prestige, or income) char-
acterizing alters. Many researchers have adopted this approach in exam-
ining social resources or social capital, as exemplified by Campbell,
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Marsden, and Hurlbert (1986), Sprengers, Tazelaar, and Flap (1988), Box-
man, De Graaf, and Flap (1991), and Boxman and Flap (1990).

There are a number of problems associated with the use of the name
generators to measure social capital (see Chapter 1). In short, it tends (1) to
be bound with specified content areas (the generating items), (2) to elicit
stronger rather than weaker ties, and (3) to locate access to individuals
rather than social positions.! More importantly, we argue, name generators
fall short on two sampling issues important to the development of social
capital as a theory. For one, by definition, these generators are content
bound. Unless there is information about the population or universe of the
contents (roles, intimacy, geography, etc.), there is no possibility of sys-
tematically sampling elements or contents. A hit-or-miss approach thus en-
sues—contents are selected by individual researchers who make judgment
calls, or use “conventional” wisdom and practice. Moreover, if weaker ties,
bridges, structural holes, or absence of structural constraints are theoreti-
cally expected to have a certain instrumental utility for accessing better
information and resources (Granovetter 1974; Burt 1992), then name-gen-
erators fall far short of assuring that such ties will be evoked. These con-
cerns lead us to suggest that greater research attention should be given to
another measurement technique: the position generator.

Position generators, first proposed by Lin and associates (Lin & Dumin
1986), use a sample of ordered structural positions salient in a society (oc-
cupations, authorities, work units, class or sector) and ask respondents to
indicate contacts (e.g., those known on a first-name basis), if any, in each
of the positions. From the responses, it becomes possible to construct mea-
sures of (1) range of accessibility to different hierarchical positions in the
society (e.g., the distance between the highest and lowest accessed posi-
tions); (2) extensity or heterogeneity of accessibility to different positions
(e.g., number of positions accessed); and (3) upper reachability of accessed
social capital (e.g., prestige or status of the highest position accessed). Fur-
ther, relationships (either direct or indirect) between the ego and contact
for each position can be identified. Such quarry may yield information re-
garding strength of ties, or the possible use of bridges.

We should note that the position generator derives from certain theo-
retical decisions. For example, it chooses to sample positions in a hierar-
chical structure, rather than sampling ego-centered interpersonal ties. To
the extent that social capital reflects embedded resources in the structure,
then this approach should yield meaningful information regarding ego’s
access to such structurally embedded resources. The measurement is also
deliberately content-free and role/location-neutral. Only after accessibil-
ity to a position is ascertained can the actual relationship or its content be-
tween ego and the contact be assessed. Conceivably, the generator casts a
wide net over a range of relationships. It may well be that social capital, in
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its capacity to affect many aspects of well-being, should also contain social
resources scattered throughout the continuum of relationships’ strength or
intensity. As a measurement tool, it does not preclude such linkages from
presenting themselves in the data.

A concrete example of this approach may illustrate how it is devised and
used. Lin and Dumin (1986) analyzed the data from an Albany study in
which 20 occupations were sampled from the U.S. 1960 census listing, with
all occupations ranked according to job prestige scores. At equal intervals
on these scaled scores, occupations were identified. From the group of oc-
cupations at the sampled interval, the most popular (frequency of occu-
pants) occupation was selected. Each respondent was asked if he /she had
any contact (on a first-name basis) with a person in each of the positions.?
For each accessed position, the respondent identified the contact’s rela-
tionship (relative, friend, or acquaintance). From the data matrix, Lin and
Dumin constructed two social resources access measures: the highest sta-
tus accessible (the position accessed with the highest prestige score), and
the range of statuses accessed (the difference between the highest and low-
est accessed statuses). Analyses showed that the two measures were posi-
tively and significantly related to current occupational status. Further
analysis showed that respondents’ original positions (father’s occupa-
tional prestige scores, or white-blue and high-low occupational groupings,
or those associated with the respondents’ first jobs) and these two mea-
sures were positive and significant. When Lin and Dumin analyzed the
relationships between the three types of ties (relatives, friends, acquain-
tances) and the access variables, they found that friends as well as ac-
quaintances provided the best access to both the highest-status positions
and the range of accessed statuses. Thus, they concluded that the position
generator yields measures of accessed social resources that exerted returns
on attained status, and that such accessibility is in part contingent on the
original structural position of ego as well as ego’s wider networks.

Usage of the position-generator approach has yielded similar findings
for different political economies (e.g., capitalist and socialist) and popula-
tions (e.g., normal labor force, unemployed, new workers, particular in-
dustries) (Hsung & Hwang 1992; Volker & Flap 1996; Angelusz & Tardos
1991; Erickson 1998). Erickson (1995, 1996) expanded this approach by us-
ing Wright's (1979) class dimensions (control of property, control of orga-
nizations, and control of skill) to select nineteen job positions in her study
of the private security industry in Canada, with equal success.

In the remainder of this chapter, we wish to illustrate the utility of the
position-generator methodology with data from an island-wide survey of
employed labor forces in Taiwan. We focus our attention on three topics.
First, we wish to examine how access to social capital is contingent on a
number of structural positions (gender, marital status, education and em-
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ployment) and social contacts (daily contacts and familiarity with the con-
tacts), as well as with specific relationships (kin versus nonkin) evoking
such access. Second, further analyses will be conducted to ascertain how
access to social capital generates differential returns in terms of job pres-
tige and income. Particular attention will be given to differential returns to
males and females. Finally, we will further assess how access to social cap-
ital contributes to the income of entrepreneurs (those who form their own
firms and businesses) and whether such a contribution is similar or differ-
ent for male and female entrepreneurs.

THE TAIWAN SOCIAL NETWORKS STUDY

An island-wide survey of adults was conducted in Taiwan in February
1997. The survey, designed by a team of sociologists, was first examined
and discussed with a focus group of ten persons from a wide range of
social strata and then subjected to a pretest with 400 respondents. The fi-
nalized instrument was administered in interpersonal interviews with re-
spondents in an island-wide stratified (levels of urbanization) probability
(by district and household) sample of adults aged 20-74. A total of 2,835
sampled respondents completed the surveys. The sample consisted of
nearly an equal number of males and females whose mean age was 42,
with slightly more than half (53 percent) having received education at or
above the high school level; a comparison shows that female respondents
received less education than males. About three-quarters (72 percent) of
the respondents were married. A summary of respondent characteristics is
shown in Table 1.

Table 1. Summary of Sample Characteristics (N = 2,835)

Percent or Mean

Gender
Variable Sample Males Females Significance
Gender—males 50.9%
Age 41.6 41.9 41.3
Education .00
Less than high school 47 4% 43.7% 51.4%
High school 28.5 29.5 27.5
College or more 24.0 26.8 21.1
Marital status
Single 21.1% 25.2% 16.8% .00
Married 71.8 70.4 73.3 .08

Divorced or widowed 71 4.4 9.8 .09/.00
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Table 2. Summary of Position-Generated Variables

Mean or Percent

Gender
Variable Sample Males Females  Significance
Extensity (number of positions accessed) 6.5 7.0 6.1 .00
Upper reachablity (prestige of
highest accessed position) 69.4 69.3 69.6 43
Range of prestige (difference between
highest/lowest positions accessed) 39.6 39.8 39.4 .55
Accessed positions (prestige score)
Physician (78) 50.3% 49.2% 51.4% .23
Lawyer (73) 23.9 26.0 21.8 .01
Owner of large factory/firm (70) 34.2 40.1 28.2 .00
Assemblymen/women (69) 31.0 35.6 26.2 .00
Manager of large factory/firm (62) 42.8 49.7 35.7 .00
High School teachers (60) 59.9 61.1 58.6 A7
Division head (55) 20.6 24.2 16.8 .00
Reporter (55) 21.2 24.5 17.7 .00
Nurse (54) 53.5 47.6 59.7 .00
Owner of small factory/firm (48) 68.1 71.8 64.3 .00
Police (40) 55.6 59.4 51.5 .00
Electrician (36) 70.1 76.0 64.0 .00
Truck driver (31) 51.6 59.8 43.2 .00
Office workman/guard (26) 43.3 47.6 38.8 .00
Housemaid, cleaning worker (22) 29.5 28.4 30.6 .21

THE POSITION GENERATOR AND DATA

The generating question was: “Among your relatives, friends, or acquain-
tances, are there people who have the following jobs? If so, what is his / her
relationship to you? If you don’t know anyone with these jobs, and if you
need to find such a person for private help or to ask about some problems,
whom among those you know would you go through to find such a per-
son? Who would he/she be to you? What job does he /she do?” Following
these questions were fifteen “job” positions sampled from two structural
dimensions: occupational prestige and class. For occupational prestige, we
followed the prestige ratings constructed by Hwang (1998) for Taiwan oc-
cupations. The instrument is translated and reproduced in Appendix A.
The sampled positions have prestige scores ranging from 78 (physician) to
22 (housemaid, cleaning worker) and can be roughly grouped into three
“classes”: the upper class (consisting of high-status professionals such as
physician and lawyers, owners of large factories, county-level legislators),
the middle class (middle-level professionals such as high school teachers,
reporters and nurses, managers of large factories / firms, middle-level ad-
ministrators and division heads, and owners of small factories and firms),
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and the lower class (police, electricians, truck drivers, office workmen and
guards, and housemaids and workers). These positions and their relative
rankings are displayed in Table 2.

Three indexes were constructed from the position-generator items: (1)
extensity: number of positions accessed; (2) upper reachability: the pres-
tige score of the highest position accessed; and (3) range of prestige scores
of the highest and lowest positions accessed. As can be seen in Table 2, on
average, the respondents accessed between six and seven sampled posi-
tions, with the highest prestige score among accessed positions being 69
and the average range of prestige scores between the lowest and highest
accessed positions about 40 points. A comparison between males and fe-
males shows that while males tended to access more positions, there was
no significant difference between males and females in terms of upper
reachability (the highest prestige score) or the range of scores. Why both
males and females accessed a similar range or upper reachability requires
further analysis.

We then examined the detailed data on accessibility to each of the sam-
pled positions. As shown in Table 2, the positions were rearranged in
descending order in accordance with their prestige scores. The most ac-
cessible positions, by more than half of the respondents, included physi-
cians, high school teachers, owners of small factories/firms, the police,
electricians, and truck drivers. The least accessible positions (cited by less
than a third of the respondents) included lawyers, assemblymen / women,
division heads, reporters, and housemaids and workers. Comparing data
from male and female respondents shows that males are more likely to ac-
cess all sampled positions, except physicians, high school teachers, nurses,
and housemaids and workers. A discernable pattern thus emerges. While
females have equal or better access to positions related to the spheres of
education, health, and household activities, males have the overall advan-
tage in accessing more positions in the structure. Because of the high pres-
tige of physicians and the low prestige of housemaids and workers, access
to which seems to be equal for both males and females, there are no dif-
ferences between males and females on upper reachability and range.

We conclude that the structure of social capital, while showing superfi-
cial similarities, is essentially different for males and females. Females are
generally disadvantaged in accessing many of the positions, but probably
compensate by the roles they play relative to household well-being, such
as education for children, health care for family members, and household
maintenance. Such roles and the social resources they access may be use-
ful for maintaining some sense of well-being; however, these social re-
sources may not be as useful when such access is seen as social capital for
gains in the labor force. Thus, all subsequent analyses are conducted sep-
arately for males and females.

Because the three measures of position data (extensity, upper reachabil-
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Table 3. Factor Structures of Access to Social Capital

Sample Males Females
(N = 2,693) (N = 1,394) (N = 1,299)

Factor eigenvalues

| 2.25 2.31 219

Il 0.03 0.02 0.03

1 -0.11 -0.11 0.13
Factor loading on Factor 12

Extensity 0.80 0.82 0.78

Range 0.94 0.95 0.94

Upper reachability 0.85 0.87 0.84
Factor scoring on Factor |2

Extensity 0.15 0.15 0.15

Range 0.65 0.65 0.64

Highest prestige 0.21 0.20 0.21

2Principal component, minimal eigenvalue of 1, and varimax rotation.

ity, and the range) were highly correlated, we proceeded to construct a
composite variable. A factor analysis, as presented in Table 3 (with princi-
pal component methodology, varimax rotation, and a criterion of an eigen-
value equal to or greater than 1), yielded a single factor solution and almost
identical patterns and coefficients for the male and female sub-samples. A
factor score was computed for both male and female respondents as a
weighed sum of the three measures (.15 extensity + .65 range + .21 upper
reachability). The range variable carried at least three times more weight
than the other two variables; thus, this composite variable, called “access
to social capital,” more heavily reflects the range of positions accessed.

INEQUALITY IN ACCESS TO SOCIAL CAPITAL AND ITS
DIFFERENTIAL RETURNS

The next research task is to assess the differential access to social capital:
what characteristics would enhance or hinder access to social capital? We
identified three groups of structural variables. The first group reflects
household compositions. The analysis above suggests that females” access
may be affected by family-domain activities. We do not have actual data
on the use of doctors and nurses, school-age children, or employment of
housemaids, so we used two measures—household size (logged) and
presence of grandchildren in the household—on the assumption that
larger households might increase the likelihood of having school-age chil-
dren and the need for health and household services. Using the presence
of grandchildren is a conservative estimate of the number of school-age
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children, and may also reflect the respondent’s relative age (a correlation
of .40). The expectation is that these variables are more likely to affect fe-
males’ access to social capital than males” access.

The second group of variables taps the respondent’s social status, specif-
ically education and employment. These reflect possible avenues of ex-
tending one’s social networks, and both variables indicate the broadening
of one’s social contacts. Especially in Taiwan, identification with school is
very strong; alumni groups are usually active as a social network. Em-
ployment reflects the opportunities for further social contacts in the labor
force. Since education is universal up to the completion of junior high
school, we expected education to benefit both males and females in their
access to social capital. However, participation in the labor force may not
reflect equal standing in it; thus, we expected that employment should ben-
efit males more than females.

The third group of variables measures extensity of social contacts. In the
questionnaire, each respondent was asked to estimate the size of daily con-
tacts (“In an ordinary day, how many people are you roughly in contact
with? 1. 0-4 persons; 2. 5-9 persons; 3. 10-19 persons; 4. 20-49 persons;
5.50-99 persons; 6. 100 or more). It was followed with the question, “How
well do you know these persons? (1. Know almost all of them; 2. Know
most of them; 3. About half and half; 4. Don’t know most of them; 5. Know
almost none of them). The score was reversed, so that the higher the score,
the less familiar each respondent is with his/her daily contacts. The ex-
pectation was that the size of daily contacts would benefit both males and
females. Familiarity with contacts was used to estimate the strength of ties
with daily contacts. Here, we were uncertain what to expect. The hypoth-
esis of the strength of weak ties (Granovetter 1974) might suggest that ex-
tensive, less-familiar contacts should extend one’s networks and provide
access to better social capital. However, data from Singapore (Bian & Ang
1997) and mainland China (Bian 1997) suggest that, at least in these soci-
eties, contact with total strangers yields no benefit, and extended family in
these societies, as well as in Taiwan (Hsung 1992), continues to play a crit-
ical role in one’s linkage with the larger society. Thus, stronger ties may in
fact serve as important bridges extending one’s networks. We simply let
the data speak on the two alternative hypotheses.

Finally, we incorporated information on whether each access was to kin
or nonkin. Informed by the significance of family in Chinese societies as
well as the persistent significance of kinship in North America (Wellman
1990), we wished to examine whether the kin versus nonkin distinction
makes a difference in degrees of access to various positions and, therefore,
social capital. Again, we let data inform us whether stronger (kin) or
weaker (nonkin) ties were more beneficial. Table 4 presents the basic data
on access to each position through kin ties. In general, males tended to use
more nonkin ties in accessing various positions, with the exception of
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Table 4. Access to Social Capital by Kin

Percent Using Kin Ties

Gender

Accessed Positions (prestige score) Sample Males Females Significance
Physician (78) 22.8 23.0 225 .82
Lawyer (73) 18.6 17.9 19.6 .57
Owner of large factory/firm (70) 15.8 13.7 18.8 .03
Assemblymen/women (69) 15.5 125 19.8 .00
manager of large factory/firm (62) 16.4 11.9 22.8 .00
High school teacher (60) 36.9 34.7 39.3 .05
Division head (55) 22.5 19.8 26.6 .05
Reporter (55) 14.2 13.6 15.1 .61
Nurse (54) 37.8 37.8 37.9 .97
Owner of small factory/firm (48) 23.9 17.9 30.8 .00
Police (40) 32.6 30.4 35.3 .04
Electrician (36) 24.4 21.7 27.8 .00
Truck driver (31) 24.6 18.1 34.0 .00
Office workman/guard (26) 10.1 8.6 12.1 .05
Housemaid, cleaning worker (22) 13.7 135 14.0 .83
Association between

Extensity -0.21 -0.19 -0.21

Range of prestige scores -0.21 -0.20 —0.21

Upper reachability -0.15 -0.13 -0.18

physicians, lawyers, nurses, police, office workmen /guards, and house-
maids, for whom males and females seemed to have equal access. We com-
puted a variable representing the percentage of a respondent’s access to
various positions that is mediated by kin ties and correlated it with the
three access variables. The results, also presented in Table 4, suggest that
the associations tend to be negative: nonkin ties yield better access to so-
cial capital.

We regressed the composite access to social capital variable on the other
variables described above. The results of regression analyses, controlling
for age and being married, are presented in the first two columns in Table
5. In the first equations (Model 1), we included all exogenous variables, ex-
cept percentage of access through kin ties. For both males and females, ac-
cess to social capital was contingent on being married, education level, and
extensity of daily contacts. Males and females did differ on two factors re-
lating to access to social capital. Males benefitted from being in the labor
force, while females did not, suggesting that work-related networks facil-
itated males” access to social capital. Also, females were further hindered
by having grandchildren in the household. It is worth noting that females,
in contrast, rely more on education than males in gaining better access to
social capital.
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Table 5. Determinants of Access to Social Capital®

Access to Social Capital

Model 1 Model 2
Exogenous Males Females Males Females
Variable (N = 1,386) (N = 1,293) (N=1386) (N=1,293)
Age -0.07 0.08* -0.05 0.09**
(—0.07) (0.08) (—0.06) (0.09)
Married 4.58™* 2.89** 4.93*** 3.04***
(0.16) (0.09) (0.17) (0.19)
Household size (log) -1.40 -0.56 —1.21 -0.47
(~-0.05) (—0.02) (0.06) (—0.02)
Grandchildren in house 0.71 -1.18" 0.81 -1.00
(0.05) (—0.08) (0.06) (-0.07)
Education 0.45*** 1.24%* 0.44** 1,19
(0.15) (0.33) (0.14) (0.32)
Employed 4.50"" —0.00 1.87* -0.20
(0.13) (—0.00) (0.05) (=0.01)
Size of daily contacts 2.33* 1.72** 2.30" 1.62***
(0.24) (0.17) (0.23) (0.16)
Familiarity with contacts 0.86" 0.98* -0.75 -0.98*
(0.06) (0.07) (—0.05) (—0.07)
Percent accesses thru kin —8.58"* -6.97***
(-0.17) (—0.14)
Intercept 30.88 25.52 32.67 27.67
R? 0.12 0.14 0.15 0.17
*p < .05.
**p < .01.
***p < .001.

2Partial regression coefficients; standardized coefficients in parentheses.

Familiarity with contacts has a positive, though modest, effect on access
to social capital. Thus, it lends some support to the notion that a useful so-
cial network should contain strong as well as weak ties. Having more fa-
miliar ties in one’s contact networks does not, however, exclude the utility
of “weaker” ties in accessing specific social capital. Therefore, in the next
equations (Mode] 2) we added the percentage of access through kin ties to
the estimations As can be seen in Table 5, the negative and significant co-
efficients for both males and females provided tangible evidence that so-
cial ties outside one’s extended family are helpful in accessing social
capital. These effects are additional benefits, beyond those already ac-
counted for by all the variables entered in Model 1. We hasten to add that
this is not a direct test of the strength of the weak-ties hypothesis, since kin
versus nonkin ties cannot be equated with strong versus weak ties. It is
quite clear, however, that in Taiwanese society, social ties beyond one’s ex-
tended family are useful channels for reaching better resources.
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[f the nature of access to social capital is different for males and females,
with advantages going to the males, then we would expect that the bene-
fit or return from access to social capital should be greater for males than
females, especially if the return is assessed by gains in the labor force. To
examine this hypothesis, we determined the effect of access to social capi-
tal on current job prestige and income. For effects on job prestige, all ex-
ogenous variables for access to social capital were used as exogenous
variables or potential determinants. Since these analyses were conducted
only for those who were employed, the variable of employment was elim-
inated. The age variable was also eliminated, as it was highly correlated
with education (—0.38 for males and —0.53 for females), being married
(0.48 for males and 0.19 for females), and having grandchildren (0.40 for
males and 0.41 for females).? Results for job prestige are shown in the first
two columns in Table 6. Education, as expected, was a major determinant

Table 6. Determinants of Job Prestige and Income?

Job Prestige Monthly Income (logged)
Exogenous Males Females Males Females
Variable (N = 1,209) (N = 755) (N =1,145) (N=722)
Married 0.31 0.96 0.13*** 0.08*
(0.01) (0.04) (0.09) (0.07)
Household size (log) —1.85** -1.18 neb ne
(—0.09) (—0.05)
Grandchildren in house -0.06 0.18 -0.16*** -0.08"**
(—0.00) (0.01) (—0.21) (—0.12)
Education 0.96*** 1.89** 0.02*** 0.04**
(0.40) (0.62) (0.18) (0.27)
Size of daily contacts 0.23 0.57* 0.10™** 0.05™~
(0.03) (0.07) (0.20) (0.13)
Familiarity with contacts 0.02 -0.14 0.01 0.02
(0.00) (—0.01) (0.02) (0.04)
Access to social capital 0.14*** 0.01 0.01*** 0.00*
(0.17) (0.01) (0.16) (0.07)
Percent access thru kin -3.31"* 0.89 —0.17** —-0.18"*
(—0.08) (0.02) (=0.07) (—0.04)
Job prestige 0.01*** 0.01**
(0.14) (0.16)
Intercept 28.56 25.07 0.38 0.47
R2 0.26 0.40 0.31 0.30
*p < .05.
*p < .01,
***p < .001.

aPartial regression coefficients; standardized coefficients in parentheses.
®ne, not entered.
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of job prestige. Access to social capital, however, benefitted males and not
females. Accessing these positions through nonkin also produced greater
benefit for males than for females.

Finally, we estimated the effects of access to social capital on income.
The measure of income was derived from the question, “Including year-
end bonuses, may we ask what your average monthly income is?” and
twenty-three response categories of grouped interval brackets ranging up
to NT300,000 or more (equivalent to about U.S. $940 in 1997). We used the
log of this measure as the income variable. As presented in the last two
columns in Table 6, access to social capital is highly significant in associa-
tion with monthly income for males, and not for females. Again, females
tend to benefit more from education than males in income attainment.

A general pattern has emerged. While social capital, in general, gener-
ates returns in job prestige and income, it is the males who generate more
returns from social capital than do females. Females, rather, have to rely on
human capital (education) more for their job and economic attainments.

ACCESS TO SOCIAL CAPITAL AND ENTREPRENEURSHIP

Job prestige as usually used in Western countries, however, is not the only
meaningful measure of job returns in Taiwan. The occupational structure
is such that a significant portion of the labor force is self-employed or
employed in family enterprises. It has been documented that self-employ-
ment provides an important and meaningful alternative to being em-
ployed by others, especially in the private sector (Shieh 1989, 1990, 1993;
Ke 1993; Hsung & Hwang 1992; Stites 1982, 1985). For these entrepreneurs,
access to social capital, along with extensive social contacts, should pro-
vide vital resources. But would such benefits also accrue to female entre-
preneurs as well as to male entrepreneurs? We proceed to explore this
question.

In the questionnaire, each respondent was asked, “May we ask where
you work now, or work for whom?” About 29 percent indicated that they
worked for themselves (self-employed), and another 8 percent worked for
family-owned firms (employed by family), whereas the remainder (63 per-
cent) worked for others (employed by others). Self-employed entrepre-
neurs have previously been found to be less educated and from less
advantaged (lower parental job status) or self-employed (parents had own
businesses) families. They may not be in the upper levels of the occupa-
tional structure, but they perform reasonably well in earnings.

The question for us is whether or not these entrepreneurs benefit from
access to social capital, and whether such benefits are again unequal be-
tween male and female entrepreneurs. Analyses for income were therefore
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Self-Employed Employed by Others Employed by Family
Exogenous Males Females Males Females Males Females
Variable (N = 361) (N = 130) (N =652) (N = 492) (N =42) (N=74)
Married 0.02 0.01 0.01 0.01 0.18**~ 0.10*** 0.21 0.02
(0.01) (0.00) (0.01) (0.01) (0.21) (0.12) (0.19) (0.01)
Household size (log) 0.21* 0.21** 0.02 0.04 0.01 0.13* 0.08 0.03
(0.16) (0.15) (0.02) (0.03) (0.02) (—0.14) (0.06) (—0.02)
Grandchildren in house —-0.13"** -0.12 —0.09 -0.09 -0.07** 0.04 -0.11 -0.11
(—0.19) (—0.19) (—0.13) (=0.13) (—0.09) (0.05) (—0.16) (—0.16)
Education 0.07** 0.07*** 0.02 0.01 0.01** 0.04*** 0.07 0.00
(0.33) (0.33) (0.14) (0.07) (0.12) (0.38) (0.37) (0.01)
Size of daily contacts 0.08™* 0.07** 0.01 0.00 0.03** 0.03" 0.07 0.03
(0.18) (0.15) (0.01) (0.1) (0.10) (0.08) (0.20) (0.08)
Familiarity with contacts -0.01 —0.00 0.07 0.08 —0.01 0.01 —0.00 0.07
(—.02) (—0.01) (0.14) (0.14) (-0.03) (0.01) (—0.01) (0.08)
Access to social capital 0.01** 0.01* 0.01 0.01 0.00*** 0.00 0.00 0.00
(0.14) (0.14) (0.13) (0.13) (0.11) (0.06) (0.00) (0.07)
Percent of access through kin —0.01 0.00 -0.1 -0.02 —0.13"* ~0.14** -0.03 -0.62*
(—0.00) (0.000) (—0.00) (—0.01) (—0.08) (—0.09) (—0.01) (—0.27)
Job prestige 0.01** 0.01 0.01** 0.01™ 0.01**~ 0.01*** 0.01 0.01
(0.13) (0.11) (0.25) (0.26) (0.35) (0.22) (0.18) (0.19)
Firm size 0.00** 0.02
(0.11) (0.15)
Intercept 0.08 0.16 0.45 0.43 0.75 0.79 0.14 0.40
R2 0.37 0.38 0.23 0.25 0.34 0.39 0.35 0.24
*p < .05.
**p < .01.
*p <001,

aPartial regression coefficients; standardized coefficients in parentheses.
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conducted separately for the self-employed, those employed by others,
and those employed by their own families. The results are presented in
Table 7.

Since the group “employed by family” consists of small numbers of re-
spondents, we will focus our attention on a comparison between the self-
employed and those employed by others. The data for those employed by
others and for both males and females (columns three and four in Table 7)
fairly duplicate the general results provided in Table 6 (last two columns).
For both male and female entrepreneurs, accessing social capital through
kin ties does not decrease economic benefits. These patterns suggest that
entrepreneurs need to use both kin and nonkin contacts to locate beneficial
social capital. The benefit of relying on nonkin for those employed by oth-
ers has largely disappeared. When firm size is taken into account, these re-
lationships remain the same. We take these findings as important clues
suggesting that there is indeed a social basis for the notion of family en-
terprises in Taiwan as well as in other East Asian countries. Family enter-
prises may not be the only avenue for entrepreneurship, but they are a very
important segment of it.*

DISCUSSION

The position-generator methodology has yielded informative findings
from surveys conducted in Taiwan. It demonstrates gender-based in-
equality in access to social capital largely based on the advantage of being
in the labor force for males and the disadvantage of being tied down with
household obligations for females. The data further show differential re-
turns of access to social capital for males and females. Males benefit much
more from access to social capital and nonkin relations in getting more
prestigious jobs and higher incomes than females do. Females, in contrast,
rely more on human capital (education) to gain job prestige and higher in-
come. The relative utility of human capital and social capital is a matter of
degree rather than dichotomy, however. As demonstrated clearly by the
analyses, each form of capital generates returns and most individuals ben-
efit from having both. Yet, as distinct segments of a population differ-
entially benefit from each, research will help to identify the sources of
variations in access to different types of capital and delineate the social
dynamics involved in the creation and utility of capital in a given social
structure.

The position-generator methodology also sheds light on the debate con-
cerning whether the extensity of social contacts or the strength of ties gen-
erates better access to social capital. As it turns out, both arguments receive
support. The data clearly show that the extensity of daily contacts, rather
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than whether such contacts tend to be close or not, facilitates access to bet-
ter social capital in general. However, when it comes to accessing specific
social capital—for example, a particular position in the social structure—
nonkin and perhaps weaker ties are useful. Thus, extensity of social con-
tacts affords the range of possible ties within which the search for specific
social capital is likely to be more successful.

This analysis also suggests avenues for integrating two approaches to
the measurement of social capital: network location and social resource. To
the extent that extensity of daily contacts reflects relative locations in so-
cial networks, there is a clear association between the two: better network
locations increase the likelihood of reaching better social resources. It re-
mains unclear whether it is advantageous to view both network locations
and social resources as indicators of social capital or to postulate network
locations as a precursor of social capital, the social resources accessed. Our
current inclination is to consider network locations as a precursor to social
capital, for the simple reason that the relationship between the two should
be a proposition to be examined rather than assumed. However, we are
open to possible alternative integrations of these two types of measure-
ment. The ultimate choice should be determined by the relative theoretical
advantage and empirical meaningfulness each choice lends in advancing
a theory of social capital.

Finally, the measurement of social capital by the position-generator
technique helps clarify the linkage between social institutions and social
stratification. The measurement is flexible enough to sample a population
of positions meaningful in a social stratification system, be they occupa-
tions, incomes, authority positions, and/or types of employment. Such
flexibility in sampling lends itself to the analysis of how social institutions
are tied to social capital. In our data, the examination of family enterprises,
favored by a significant segment of the labor force in Taiwan, clarifies con-
ditions under which strong ties or weak ties may be useful in the con-
struction and utility of social capital.

In conclusion, the position-generator methodology has yielded consis-
tent findings across a wide spectrum of societies (North America, Asia, and
Europe), populations (communities, new laborers, unemployed laborers,
members of different industries or social organizations), and political
economies (socialist states such as China and preliberation East Germany
and Hungary, and capitalist states). Yet, much work remains to be done to
examine the dynamics of social capital, as outlined in the beginning of our
chapter. The interconnections between the various ingredients of social
capital have seldom been studied or verified, and work on the inequality
of social capital seems to be just commencing. Outcomes of social capital
are being extended to many other areas of well-being, ranging from group
cohesion and solidarity to life satisfaction and mental distress. Moreover,



Nan Lin, Yang-chih Fu, and Ray-May Hsung 77

knowledge about access to social capital in and across firms and organiza-
tions has barely begun to accumulate. With a standardized measurement,
we are encouraged that intellectual enterprises may yet validate and build
coherent theories of social capital.

APPENDIX A: THE POSITION GENERATOR USED IN THE 1997
TAIWAN STUDY

Q1. Among your relatives, friends, or acquaintances, are there people who
have the following jobs?

2. 1f so, what is his/her relationship to you?

Q3. If you don’t know anyone with these jobs, and if you need to find such
a person for private help or to ask about some problems, who among
those you know would you go through to find such a person? Who
would he/she be to you?

Q4. What job does he/she do?

Item Q1 Q2 Q3 Q4
Responses 1. Yes see list see list see list

2. No below below below

(Skip to Q 3) 119 No contact

111 Direct contact

a. High school teacher

b. Electrician

c. Owner of small factory/firm

d. Nurse

e. Assemblymen/women at
provincial or city/county level

f. Truck driver

g. Physician

h. Manager of large factory/firm

i. Police (regular policeman)

j. Head of division, county/city government

k. Housemaid or cleaning worker

I. Reporter

m. Owner of big factory/firm

n. Lawyer

o. Office workman or guard

NOTES

An earlier version of this chapter was presented at the Social Networks and Social
Capital Conference, October 30—November 1, 1998, Duke University. We wish to
thank Karen Cook for her helpful editorial comments.
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1. Variations in network structures, locations of egos, and distributions of re-
sources as captured in name generators are significantly contingent on the
specific wording, content, or role in name-generating questions and, to a
lesser extent, on the number of names generated. In addition, the data gen-
erated tend to reflect relations and resources of stronger ties, stronger role
relations, or ties in close geographic limits. Campbell and Lee (1991) com-
pared four studies (Fischer’s Northern California study, Wellman'’s York
study, the 1985 GSS survey, and their own Nashville study) and showed that
network size was affected by procedures, heterogeneity on age and school-
ing varied, and traits of relationships (duration, frequency of contact, etc.)
also varied.

2. Ifarespondentindicated that he /she knew more than one contact for a po-
sition, he /she was instructed to focus on the first contact that came to mind.

3. When age was incorporated into the equations, presented in Table 6, the co-
efficients for the key variables—household size, education, access to social
capital, percentage accesses through kin, and job prestige—remain stable,
while coefficients for being married and having grandchildren showed
distortions.

4. The self-employed groups in columns 1 and 2 show some differences
between males and females. For male entrepreneurs, extensity of daily con-
tacts continues to be beneficial, but this is not the case for female entrepre-
neurs. To further understand the difference between the male and female
entrepreneurs (self-employed), we analyzed if they employed others. Thirty-
eight percent of the male entrepreneurs answered in the affirmative (158 of
417), as did 32 percent among the female entrepreneurs (48 of 152). How-
ever, the number of employees hired shows a significant difference: male en-
trepreneurs hired an average of 11 employees, and female entrepreneurs
only 4. Just over a quarter (26 percent) of the male entrepreneurs hired 10 or
more employees, whereas only 10 percent of the female entrepreneurs did.
This difference cannot be accounted for by different patterns in family en-
terprises. Both male and female entrepreneurs are equally likely to hire
nonkin (65 percent of the male entrepreneurs hired most or all employees
outside their kin, compared to 60 percent of the female entrepreneurs).
Thus, we conclude that the scope of the enterprises that male entrepreneurs
tend to engage in accounts for the greater extent of their daily contacts.
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How Much Is That Network Worth?
Social Capital in Employee
Referral Networks

Roberto M. Fernandez and Emilio |. Castilla

The notion of social capital has been applied to disparate phenomena rang-
ing from job search (Flap & Boxman 1999) to economic development
(Woolcock 1998). Perhaps inevitably, the concept has taken on a number of
disparate meanings over the years (for recent reviews, see Adler & Kwon
1999; Burt 1998). Several scholars (e.g., Adler & Kwon 1999; Baron & Han-
nan 1994:1122-24) have questioned the utility of continuing with such a
catholic approach in this area. In our research, we focus on one particularly
important feature of the concept of social capital, the notion that it can yield
returns on investment. We argue that if the term “social capital” is to mean
anything more than “networks have value,” then we will need to demon-
strate key features of the analogy to “real” capital. If “social” capital is like
“real” capital, we should be able to isolate the value of the investment, the
rates of return, and the means by which returns are realized.

We argue that a common organizational practice—hiring new workers
via employee referrals—provides key insights into the notion of social cap-
ital. In our research (Fernandez et al. 2000), we examined social-capital in-
vestments and returns from the perspective of the employer. We argued
that employers who use such hiring methods are quintessential “social
capitalists,” viewing workers’ social connections as resources in which
they can invest and gain returns in the form of improved hiring outcomes.
The investment took the form of a referral bonus paid to employees who

85
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refer workers who are subsequently hired; the returns are measured in real
dollar impacts on hiring outcomes (savings on recruitment costs and lower
turnover for referred than nonreferred hires).

In this chapter, we shift our focus to the enployee’s social-capital invest-
ment. Just as employers might reap benefits from workers’ networks, in-
dividual workers might view their own networks as a source of instru-
mental value. This is especially likely to be the case for workers employed
at a firm that offers referral bonuses for recruiting applicants. From the in-
dividual worker’s perspective, the social capital investment takes the form
of time and energy expended in referring candidates for employment,
while the referral bonus constitutes the return on this investment. We ex-
amine data on all workers who were eligible to make referrals over the pe-
riod of the study, and examine the determinants of referring. In order to
assess the returns on referring, we use the referral bonus to calculate the
expected value of referring. Although our measures of investment are in-
direct, we develop a model of workers’ referring behavior in order to shed
light on the nature of workers” investments in referral recruitment.

We begin by summarizing the results of the firm’s social-capital invest-
ment in its referral program. We then shift to the perspective of the em-
ployee and discuss the value of the referral bonus for prospective referrers.
We then turn to the empirical data to estimate predictive models of who
participates in the referral program. We conclude with a discussion of the
implications of the model for our understanding of social capital.

THE FIRM’S INVESTMENT

In Fernandez et al. (2000), we studied hiring for entry-level customer ser-
vice representatives at a telephone call center of a large financial services
institution.! We used unique company data on the dollar costs of screen-
ing, hiring, and training of referrals and nonreferrals to identify the dollar
investments and returns that the firm made by using referrals in their hir-
ing process. We identified three mechanisms by which the firm could reap
returns on these investments—i.e., the referrals produce a “richer pool” of
applicants interpretation; the referrals are “better matched” argument,
which is common within economics; and the referrals benefit from “so-
cial enrichment” of the workplace mechanisms, which is emphasized by
sociologists.

To the extent that referred applicants constitute a richer hiring pool than
nonreferrals, this suggests that it would take fewer screens to hire ap-
propriate people from among a pool of referral applicants than it would
nonreferral applicants. Thus, economizing on screening costs is one mech-
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anism by which employers can realize returns from using the social capi-
tal of their employees during recruitment. In order to address the “richer
pool” argument, we used data on the pool of applicants to entry-level jobs
to test whether referrals show evidence of being more appropriate for the
job at the application stage.

The “better match” theory posits a second mechanism by which em-
ployers may realize returns to their social capital investment: savings due
to referrals’ lower turnover. Here, the argument is that referrals should be
better informed than nonreferrals about the more informal characteristics
of the job. Since referrals would have a better sense of what the job entailed
than nonreferrals, fewer referrals than nonreferrals would conclude upon
experiencing the job that it is not for them and leave. We tested the “better
match” interpretation of referral hiring by comparing the posthire turn-
over data for referrals and nonreferrals, and looking for evidence that re-
ferrals provide a conduit for information between the employer and the
applicant.

Finally, the “social enrichment” explanation of recruitment via referrals
argues that the connection between the new hire and the job is enriched by
the existence of a prior friend or acquaintance that might ease the transi-
tion to a new job setting. This can increase workers’ attachment to the firm,
thereby lowering turnover and economizing on the costs associated with
the training of replacements. We tested the “social enrichment” argument
by examining data on interdependence between referrals and referrers on
posthire attachment to the firm.

We found evidence of both the “richer pool” and “social enrichment”
processes, but very little evidence of the posthire “better match” explana-
tion of referral hiring. Moreover, we gauged the firms’ dollar returns asso-
ciated with the referral program. Using their internal accounting data on
the dollar costs of screening, hiring, and training, we identified the dollar
investments that the firm made by hiring referrals and partitioned the dol-
lar returns across the three mechanisms.

Table 1 summarizes the return on investment calculations we made with
respect to the referral program. The firm invests $10 for each referral who
is interviewed, and $250 for each referral who is hired and remains with
the firm 30 days. Each applicant screen (paper screening plus short tele-
phone interview) cost $7.00. On a per-hire basis, screening costs for refer-
rals are $63.33, interview costs are $701.75, and offer costs are $212.87, for
a total of $977.95 per hire. The corresponding figures for nonreferrals are
$117.15, $1,055.29, and $221.94, for a total cost per hire of $1,394.37. The to-
tal difference between referrals and nonreferrals is $416.43 per hire; 85 per-
cent of the savings are associated with the interview stage. The $416.43
difference yields a 66.6 percent return on the firm’s $250 incremental out-
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Table 1. Per-Hire Dollar Savings Associated with Hiring Referrals via the
“Richer Pool” Mechanism for Each Stage of the Hiring Process

Referrals Nonreferrals Referral’s

Application Screens per Costper  Screens per Cost Per Savings

Screening Stage Hire Hire Hire Hire Per Hire

Cost: $7.00 9.043 @ $7.00 = $63.33 16.735 @ $7.00 = $117.15 $53.82
per screen

Interview Interviews Cost Per Interviews Cost Per Savings

Stage Per Hire Hire Per Hire Hire Per Hire

Cost: $120 (referrals) 5.846 @ $120.00 = $701.75 9.596 @ $110.00 = $1055.29 $355.54
$110 (nonreferrals)
Per interview

Offer Offers Cost Per Offers Cost Per Savings

Stage Per Hire HirePer Hire Hire Per Hire

Cost: $200.00 1.064 @ $200.00 = $212.87 1.110 @ $200.00 = $221.94 $9.07
per offer

Total costs per hire $977.95 $1394.37 $416.43

Referral bonus (investment) $250.00

Total costs $1227.95 $1394.37 $166.43

Net benefit: $166.43, or 66.6 percent return on investment

lay in the form of the referral bonus. Thus, we found that the firm’s social
capital investment was justified based on the prehire “richer pool” process
(for details of the cost accounting, see Fernandez et al. 2000).

We also considered the posthire “better match” and “social enrichment”
processes. To the extent that there were returns associated with these mech-
anisms, they should have manifested themselves in referrals showing
lower turnover rates. However, our analyses of turnover differences asso-
ciated with recruitment source showed no practical or statistically reliable
return on the $250 investment vis-a-vis the “better match” mechanism. We
did find evidence of the social enrichment process. The firm, however, did
not reap any financial benefits via this mechanism. Overall, referrals did
not differ from nonreferrals in turnover, but there was significant hetero-
geneity among referrals in turnover depending on the behavior of their re-
ferrer. Referrals whose referrer leaves showed an annual replacement cost
of $3,129, not including the cost of replacing the referrer. Referrals whose
referrer stays had an annual replacement cost of $1,633. Thus, if a new hire
were to be converted from the “referrer leaves” to a “referrer stays” cate-
gory, the bank would save $1,496 in replacement costs. When considered
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in relation to the investment of $250, these savings in replacement costs
would indicate very large returns. However, because the firm did not make
any attempt to manage the social enrichment process (e.g., by attempting
to break the relationship between referrers who are likely to leave and their
referrals), the $1,496 figure represents potential savings that the firm does
not currently realize (for further details, see Fernandez et al. 2000).

THE REFERRER’S PERSPECTIVE

Just as the referral program may be seen as an investment that yields re-
turns for the firm by saving on hiring costs, the referral program may also
be analyzed as a social capital investment from the point of view of a per-
son employed at the phone center. From the referrer’s perspective, the re-
ferral bonus can be seen as returns (compensation) for the referrer’s use of
his / her social capital (i.e., network of acquaintances) on behalf of the firm.

The management at the phone center offered bonuses to employees who
referred friends or acquaintances for customer-service representative po-
sitions. The firm pays the employee $10 for suggesting a candidate who is
interviewed, and $250 if the candidate is hired and stays with the company
30 days.? Table 2 reports information on the rate at which the firm paid out
these bonuses over the two-year period of our study. The top panel shows
that nearly 65 percent of applicants who are referred are granted inter-
views (for details of the analyses, see Fernandez et al. 2000). Thus at the
interview phase, the expected value for employees’ referring is $6.48.
However, the bottom panel shows that a much lower percentage of refer-
ral attempts pay off in the $250 bonus: only 10.9 percent of referred appli-
cants are hired and last the required 30 days. Ninety-four percent of those

Table 2. Expected Value Payoffs for Referring Applicants to Firm

Bonus Probability
(If Applicant Is of Applicant Expected
Successful) Success Value

1. Interview bonus

(Interview|Application) $10 .648 $6.48
2. Hire and 30 day bonus

(Offerlapplication) 119

(Hire|offer) .940

(30 days|hire) 971

(30 days|application) $250 109 $27.14

Total $260 $33.62
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who are offered jobs are hired, and 97.1 percent of hires stay with the firm
30 days; however, only 11.9 percent of referred applicants are initially of-
fered jobs. From the referring employee’s perspective, the firm’s second
bonus program yields an expected value of $27.14. Thus, the total value of
the programs to an employee who refers a successful candidate (i.e., ex
post) is $260; the ex ante value of the program to a referring employee is
$33.62.

Of course, these are average payoffs, and there is certain to be variation
in the chances of receiving the payoff. Indeed, the structure of the program
creates an incentive for referrers to “game” the bonus system. While man-
agement’s and referrer’s incentives may be aligned in some cases (e.g., by
referrers attempting to influence the referral, thereby raising the probabil-
ity that the referral will accept the job), this is not necessarily the case. If,
in pursuit of the bonus, referrers attempt to influence recruiters’ screening
decisions (interview or offer) such that recruiters are passing unqualified
people on (who would otherwise be rejected), then the firm might be suf-
fering adversely from the effects of the bonus program. Indeed, one of the
firm’s recruiters expressed just such a concern in an interview with us.?
Similarly, referrers who attempt to influence the propensity of the referral
to stay at least 30 days are well aligned with management’s interests, as
long as the attempt is not to get the referral to delay his / her departure un-
til the thirty-first day.

We examined the data for evidence of such gaming behavior. Despite
the fact that recruiters seem to prefer referral to nonreferral candidates, we
know that recruiters do not communicate with referrers while screening
applicants for interviews or offers (see Fernandez et al. 2000). At least with
respect to influences on the recruiters, we find no evidence of such at-
tempts. Regarding the later phases (offer acceptance and turnover) of the
bonus payout criteria, we think the available evidence casts doubt on this
too. Neither the acceptance rate of job offers nor the percent of hires stay-
ing 30 days differs significantly for nonreferrals and referrals (90.1 vs. 94
percent for job offers and 98.1 vs. 97.1 percent of hires staying 30 days; see
Fernandez et al. 2000). If there are attempts to influence the referral in or-
der to reap the bonus, they appear to have failed in this context.

Our analyses thus far have identified a total potential return for refer-
ring of $260. In order to reap this payoff, however, referrers need to invest
time and energy in recruiting customer-service representative candidates.
We are limited in our ability to measure the degree of investment since our
dataset does not contain direct measures of the amount of time and re-
sources that referrers expend in recruiting referrals. We gain some insight
into the nature of this investment, however, by studying the determinants
of referring behavior. To our knowledge, these data are unique in their abil-
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ity to address factors that distinguish employees who refer from those who
do not refer applicants.

Who Refers?

As we showed in Table 2, the referral program in this context is structured
in such a way that the expected value of referring applicants is $33.62.
However, the vast majority of employees at the phone center passed up the
opportunity to claim the referral bonus: 70.3 percent (2,891 of 4,114) of the
people employed at the phone center did not refer anyone during the pe-
riod of the study. What distinguishes those who refer from those who
do not?

If referring behavior is understandable as a type of investment, we con-
jecture that the cost of recruiting applicants is likely to be an important de-
terminant of referring.* The most important cost in this setting is likely to
be the time needed to identify recruits and convince them to apply. Econ-
omists typically measure the value of time by an individual’s wage rate
(Winship 1983). Wages might also index structural accessibility to appro-
priate candidates since high-wage workers might be less likely to know
people who would be interested in applying for a low-wage, entry-level
job. Indeed, the evidence we found showing homophily between referrers’
wages and applicants” wages on their last job (Fernandez et al. 2000) sup-
ports this inference. Thus, both these arguments would predict that high-
wage employees would be less likely to refer applicants than low-wage
workers.”

In addition to low wages, in this setting, structural accessibility to po-
tentially fruitful referrals is likely to be associated with two others factors.
First, workers who themselves had been hired as a referral are likely to
have better access to appropriate job candidates. Because these workers
have been recruited as referrals themselves, the referral program is likely
to be more salient to such workers, and should better understand the na-
ture of the referral recruitment process than nonreferrals. Also, such work-
ers are more likely to be embedded in referral networks, and thus better
positioned to suggest applicants.

The second factor affecting access is whether or not the person had ever
worked as a telephone customer service representative for the bank is also
likely to predispose workers to referring candidates to the CSR position.
There is clear evidence that people tend to refer people like themselves in
this setting (Fernandez et al. 2000); thus, former customer service repre-
sentatives should be more likely to know people who might be interested
in CSR positions. In addition, having done the job themselves, such work-
ers should be better able to explain the job to potential candidates.®
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Unlike the time-value rationale discussed above, we think that having
been a referral or a CSR are unlikely to be conscious investments in social
capital. This does not mean, however, that such statuses do not yield value
for the employee in this setting. While we think it is implausible that the
prospect of garnering a referral bonus would play a large role in employ-
ees’ choosing these statuses, it is possible that workers consider the chances
of winning a referral bonus as a kind of fringe benefit when deciding be-
tween jobs at different firms. Irrespective of how calculated the choice of
these statuses has been, once workers are in these positions, they are much
better positioned to refer others and pursue referral bonuses.

Thus far, the arguments suggest that the effects of wages and structural
access on referring will be analytically separate. While the time costs of
seeking out appropriate people are likely to be greater for people who are
structurally less well-connected, for a given time cost (wage), the rate of re-
ferring should be higher for people who are more likely to be connected to
appropriate applicants (i.e., referrals and former CSRs). This relationship
between wages and referral and CSR statuses is important because it gives
us a way of estimating the social capital value of structural access in this
setting (see below).

It is also plausible, however, that the effects of accessibility and wages
will combine as determinants of referring. Because access can shorten the
time requirements for recruiting referrals, structural access could substitute
for time in producing referrals, yielding a negative interaction between
wages and access. Thus, the effect of wages on referring will depend on the
level of structural access: As wages decrease, the payoff in terms of the
referring rate will be much greater for structurally connected than discon-
nected individuals. While this predicted interaction complicates the analy-
ses we present below, it allows us to address the contingent nature of the
social capital value of structural access in this setting.

Data and Measures

In order to test these predictions, we assembled a time-varying data file for
all workers at risk of referring an applicant to a telephone customer-ser-
vice representative job over the period of the study. We were successful in
coding data for 96.4 percent (3,968 of 4,114) of the workers employed at the
phone center. There were no limits on the number of applicants a person
could refer,” and the number of referrals per referrer varied between 1 and
6 (although 79.7 percent referred only one, and 15.8 percent referred two
applicants). A total of 1,546 referral applications were produced over the
two-year period under study, and we were able to locate the identity of the
referrer and the date of the referral for 90.2 percent (1,395) of the referral
applications.
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We estimated Weibull event history models treating the dependent vari-
able—making a referral—as a repeated event.® We included three sets of
variables among the predictors in these models. First, we measured
worker’s hourly wages. As we discussed above, wages might index both
time-value and structural access. Since wages varied over the two-year pe-
riod of the study, we coded hourly wage as a time-varying covariate. Sec-
ond, we coded two measures of individual’s structural access to hirable
applicants. We coded a dummy variable for whether the worker had him-
or herself been hired as a referral. The second structural-access variable we
use is a dummy variable for whether or not the person had ever worked
as a telephone customer-service representative for the bank.

The last set of factors we included in the model for referring were con-
trol variables for individual background characteristics. We distinguished
gender with a dummy variable (1 = female), and coded the individual’s
age at the earliest time that he /she appeared within the two-year obser-
vation window. We also measured minority status as a dummy variable,
coded 1 for African Americans, Hispanics, Native Americans, or Asians,
and 0 otherwise. Marital status at time of hire was coded as a dummy vari-
able 1 = married, and 0 otherwise. Finally, we measured education with
two dummy variables, the first for whether the person has a Bachelors’ de-
gree (1 = BA and 0 otherwise), and a second dummy variable for 2 years
of college (1 = 2 years of college, 0 otherwise).”

Results

Model 1 of Table 3 presents a simple repeated event Weibull model pre-
dicting referring, ignoring potential interaction effects. While we did not
present hypotheses about their effects, the control variables show several
interesting relationships with referring. Controlling other factors, we find
that minorities are more likely to refer candidates than nonminorities. Mi-
norities might be using the referral program to increase their representa-
tion in the company. We cannot be sure of this, however, since applicants
do not list their race or ethnic background on the applications, and so we
cannot tell whether minorities’ referrals are homophilous with respect to
race (i.e., whether minority employees are more likely to refer minority
than nonminority candidates).!®

We also found that married workers are more likely to refer than those
who are not married. Here, too, since applicants do not list their marital
status on the application form, we cannot be sure whether this pattern is
due to a tendency for workers to refer people like themselves. The coeffi-
cient for age, however, shows that older workers are less likely to refer ap-
plicants than are younger workers. This is consistent with the general
tendency for network size to decrease with age (see Burt 1991). It might,
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Table 3. Weibull ModelsPredicting Referring as a
Repeated Event? (Standard errors in parentheses).

1 2
Gender .092 .105
(1 = femate) (.084) (.084)
Age (in years) -.039* —.037*
(.005) (.005)
Minority status A7 .393*
(1 = minority) (.166) (.164)
Marital status .128* .123*
(1 = married) (.072) (.072)
Education —-.039 —-.037
(1 = BA) (.127) (.126)
Education —.099" —.153
(1 = AA) (.213) (.215)
Hourly wage® —.099 —-.078*
(.019) (.017)
Referral 1.451* 2.079*
(.102) (.419)
Customer service .324* 2.094*
representative (.071) (.364)
Hourly wage® —.078*
X referral (.046)
Hourly wage® —-.181*
X cust. serv. rep. (.037)
Constant -3.821* —4.215*
(.278) (.293)
Weibull 1.127* 1.152
rho parameter (.035) (.035)
X2 535.710 622.180
d.f. 9 11
p <.00001 <.00001
N 3,946 3,946
Referrals made 1,391 1,391

*p < .05, one-tailed test.
aStandard errors in parentheses.
bTime-varying covariate.

however, also be due to the fact that the customer-service representative
position is an entry-level job. Regardless of network size, young people
are likely to have an edge in knowing people who are specifically seeking
such jobs.

Turning to the main variables of interests, we find that, controlling other
factors, high-wage workers are significantly less likely to refer people than
are low-wage workers. This result plausibly reflects two distinct tenden-
cies. First, it could be that high-wage workers are simply less likely to know
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people who might be interested in an entry-level job in their network. Sec-
ond, the value of time for high-wage workers is greater than for low-wage
workers, so the incentive level of the referral program (ex anfe $33.62, and
ex post $260) is likely to be too low to encourage high-wage workers to
search very much for new candidates.

Consistent with our predictions with respect to structural availability,
Model 1 also shows that having been hired as a referral and having worked
as a CSR are both positively associated with referring. This supports the
idea (discussed above) that a favorable structural position dramatically
lowers the costs of proposing referral candidates. Finally, the 1/i0 parame-
ter is significantly greater than 1, implying that the baseline hazard of re-
ferring is increasing with increased exposure, i.e., the longer people are
employed at the phone center.

We examined the data for evidence that structural availability can act as
a substitute for wage in producing referrals. In Model 2, we added inter-
action terms for the access variables (referral and CSR) with wage to the
regressors. A chi-square test of the contrast between Models 1 and 2 shows
a significant improvement in fit (LL chi-square 86.47, with 2 d.f.). More-
over, both interaction terms are in the predicted direction (i.e., negative)
and individually statistically significant (p < .05, one-tailed test). The pat-
tern of effects for the control variables does not change with the introduc-
tion of the interaction terms. However, the interactions substantially alter
our interpretation of the impact of wage on the propensity to refer. Model
2 shows that low-wage workers who are not themselves referrals or pre-
sent or former CSRs are significantly more likely to refer people than sim-
ilarly disconnected high-wage workers (main effect of wage —.078). The
propensity to refer, however, is much stronger for low-wage referrals (dou-
ble, in fact; the main effect of —.078 + referral by wage interaction of —.078)
and low-wage CSRs (main effect —.078 + CSR by wage interaction of
—.181). The intercept shifts for referral and CSR greatly increase over those
in Model 1. When considered in combination with the interaction terms,
these patterns suggest that the chances of referring are highest for low-
wage referrals who are also CSRs, and that as wages increase, referring falls
off at a steeper rate for referrals who are CSRs than for nonreferral, non-
CSR employees.

In order to explore the implications of these results, and to get a better
sense of the magnitudes of the effects implied by the model, we plotted the
predicted probabilities of referring at least once (recall that referring is a re-
peated event) based on Model 2 (see Figure 1).!" We plotted wage-referring
profiles for four groups based on their levels of structural access to candi-
dates: (1) referral, CSR; (2) referral, non-CSR; (3) nonreferral, CSR; (4) non-
referral, non-CSR. Wages at the phone center ranged from a low of $5.25 to
$100 per hour, although the distribution is very skewed to the left, with a
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median wage of just $9.10. We plotted the model predictions for wages
from the 5th percentile ($6.50) to the 95th percentile ($22.00), indicating on
the x-axis of Figure 1 where the 25th, 50th, and 75th percentiles fall.

The first thing to notice is that curves for all four groups are down-
wardly sloping with increasing wages. As we argued above, this could be
due to a rational calculus with respect to time investment due to an in-
creasing opportunity cost of time, and /or the lower levels of access that
high-wage workers may have to appropriate candidates. The second ob-
vious pattern is that the curves start from dramatically different points,
and show very different rates of decline as wages increase. Those with the
most access to potential hires—referrals who have been CSRs—are most
responsive to the effects of wages on referring, while those in the least fa-
vorable structural position—nonreferral, non-CSRs—are least responsive
to changing wages.

Further examining Figure 1, we see that differences in referring associ-
ated with CSR status virtually disappear by the 75th percentile of the wage
distribution. For referrals, the curve for CSRs starts at about 56 percent, and
declines to about 14 percent by the 75th percentile of the wage distribution,
while the non-CSR curve begins lower (25 percent) and declines more
slowly, crossing the 75th percentile of the wage distribution at about 12
percent. For nonreferrals, the CSR curve starts at about 12 percent, declin-
ing to 3 percent by the 75th percentile, while the non-CSR curve begins at
4.6 percent and declines to about 3 percent at the 75th percentile. In con-
trast, referral / nonreferral differences in referring are even larger at the be-
ginning (56 vs. 12 percent for CSRs and 25 vs. 4.6 percent for non-CSRs),
and remain substantial at the 75th percentile of wages (14 vs. 3 percent for
CSRs and 12 vs. 3 percent for non-CSRs).

These findings have important implications with respect to workers’ so-
cial capital investments and rates of return. Since, in the limit, the chances
of receiving the referral bonuses are nil for people who do not know any-
one to refer, the incentive argument would suggest that we should see a
flat relationship between wages and referring as we approach this limit.
Consistent with this argument, the chances of referring are indeed quite
low for low-wage, nonreferral, non-CSRs (i.e., 4.6 percent for workers earn-
ing $6.50 per hour), and the wage-referring profile stays relatively flat as
wages increase. While we cannot in the present study separate the acces-
sibility and incentive components of wages (see note 5), these findings are
consistent with a central implication of a social capital approach to refer-
ring, i.e., at least some part of the wage effects reflect people’s responses to
monetary incentives for referring.!2 To the extent that monetary incentives
are a determinant of referring, they appear to be more important for refer-
rals than nonreferrals.

These findings also suggest that differences in the effects of wages be-
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tween referrals and nonreferrals and CSRs and non-CSRs also translate
into variation in rates of return to social capital investments in this setting.
Since we did not find individual differences in the benefits of referring (the
numerator in a rate-of-return calculation; see note 4), the differences in the
effects of wages across these various groups reflect variation in the under-
lying costs of referring (the denominator). Without direct measures of time
invested in referring, we cannot offer precise estimates of rates of return.
We can, however, use the model to make some educated guesses with re-
spect to the relative value of referral and CSR status under differing as-
sumptions about the meaning of the wage effect.

Whether wages are indexing time-value, class-based access to eligible
others, or both, the value of referral and CSR statuses appear to be sub-
stantial. Assuming for the moment that all of the wage effects reflect dif-
ferences in time-value, then the differences in referring rates between
referral, CSRs and nonreferral, non-CSRs suggest that the former group
can produce a referral at much faster rates than can the latter group. At a
time-value of $6.50 per hour, it is rational to invest a little over 5 hours (Ex-
pected value of $33.62 /$6.50 per hour = 5.17 hours) to searching for a re-
ferral. At a wage of $6.50, however, referral, CSRs produce referrals at over
12 times the rate of nonreferral, non-CSRs (referral rates of 56 percent vs.
4.6 percent). Even at higher wages, the difference in referring rates remains
substantial. For example, at $11.00 (i.e., the 75th percentile of the wage dis-
tribution) the referring rate of referral, CSRs is 4.4 times that of nonrefer-
ral, non-CSRs (13.3 vs. 3.0 percent). Only above the 90th percentile of wage
distribution (i.e., $16.10) do the differences in referring rates between these
groups wholly disappear. These results suggest that referral, CSRs are
much more time-efficient in their search for referrals than are nonreferral,
non-CSRs."?

On the other hand, if wages were to measure only access to candidates
interested in an entry-level job, we can use the hourly wage metric to mea-
sure the implied value of referral and CSRs statuses. In this case, levels of
access associated with wages appear to extend to much-better-paid refer-
ral, CSRs than nonreferral, non-CSRs. We take the act of referring someone
as evidence of access to appropriate people. Using the referring rate of non-
referral, non-CSRs as the threshold for evidence of access (i.e., 4.6 percent
referring rate), we find that referral, CSRs show the same level of access at
relatively high wages ($13.75, or the 86th percentile of the wage distribu-
tion) that nonreferral, non-CSRs do at quite low wages ($6.50, or the 5th
percentile). Nonreferral, CSRs, show a 4.6 percent referring rate at a some-
what lower wage of $10.00 per hour (i.e., the 64th percentile). Thus, if high
wages are cutting off people from social circles containing potential entry-
level employees, the isolating effects of wages are very different for non-
referrals than referrals, and CSRs than non-CSRs. Setting the threshold for
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evidence of access lower (e.g., a referring rate 3.0 percent) narrows the
wage gaps for the various groups,’* but it is safe to conclude that any
wage-based isolation from networks of potentially hirable candidates is
considerably tempered by having been a referral or a CSR.

SUMMARY AND CONCLUSION

We have argued that a common organizational practice—hiring new
workers via employee referrals—provides key insights into the notion of
social capital. Employers who use such hiring methods are quintessential
“social capitalists,” viewing workers’ social connections as resources in
which they can invest, in order to gain economic returns in the form of bet-
ter hiring outcomes. Similarly, employees referring potential hires may
also be regarded as attempting to garner social capital returns from con-
nections. We began by summarizing our analyses of the employer’s social-
capital investment and returns (Fernandez ct al. 2000). We identified threc
ways through which such returns might be realized: the “richer pool,” the
“better match,” and the “social enrichment” mechanisms. Using unique
data on hiring from a bank’s credit-card phone center, we found support
for the “richer pool” process. Conversely, we found scant evidence for the
posthire “better match” theory. We did, however, find evidence support-
ing the “social enrichment” process. Consistent with our prediction, we
observed interdependence of turnover between referrers and referrals,
a process that is not predicted by the socially atomistic “better match”
theory.

We employed company data on the dollar costs of screening, hiring, and
training to estimate the firm’s investment and returns in the social capital
of its employees. We found that the referral program yields significant eco-
nomic returns for the company. These returns are realized by savings in
screening costs due to referrals being more appropriate for the job at ap-
plication (i.e., the “richer pool” mechanism). The firm’s $250 investment
(in the form of a referral bonus) yields a return of $416 in reduced recruit-
ing costs, a rate of return of 67 percent. While there is a clear evidence of a
net benefit to the firm in recruiting referrals via the “richer pool” process,
we found that the “better match” process does not produce significant re-
turns to the firm's social-capital investment. While we did find evidence
of the social-enrichment process at work in the phone center, the firm
was not managed in such a way as to reap any financial benefits via this
mechanism.

We then turned to the employee’s perspective. We first assessed the pay-
offs associated with referring. We estimated the probabilities of receiving
the referral bonuses ($10 for candidates who are interviewed, $250 for hires
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who remain with the company at least 30 days) to calculate the expected
values of referring candidates to the customer-service representative posi-
tion. The expected value of the interview-based bonus is $6.48, and the ex-
pected value of the posthire bonus is $27.14. Thus, the ex ante value of the
referral program to potential referrers is $33.62, while successful referrers
receive a total bonus of $260.

We then addressed the issue of the investment required to obtain these
benefits. Although we do not have direct measures of time and effort ex-
pended in searching for referral candidates, we gained insight into the na-
ture of the investment by studying the determinants of referring. We
assembled data on all workers who were eligible to make referrals over a
two-year period, and develop an event history model of referring, treating
referring as a repeated event. We found that ceteris paribus low-wage em-
ployees—who would find the bonuses most valuable—are more likely to
refer than high-wage employees. However, this wage effect was much
stronger for those in better positions to refer appropriate applicants, i.e.,
those who had themselves been hired as a referral or worked as a CSR.
Low-wage employees lacking these characteristics refer others at very low
rates, and decrease their referral rates very slowly as wages increase. Such
a pattern—low rates of participation for low-wage workers and a lack of
sensitivity to increasing wages—is consistent with the idea that at least
part of the motivation for referring is a response to the incentives offered
by the referral bonuses. Even though the value of low-wage workers’ time
is quite low, and would therefore justify more hours of search for referral
candidates, the incentive effects of the referral bonus are nil for nonrefer-
ral, non-CSR workers since they are poorly positioned to suggest appro-
priate candidates.

If we are correct that at least some of the referring behavior we observe
can be understood in instrumental terms, then we may draw some tenta-
tive conclusions with respect to workers’ investments in social capital.
First, if the use of one’s social network for the company is motivated by the
pursuit of the referral bonus, then our results suggest that the incentive ef-
fects of the bonus are highly contingent. At least in this setting, invest-
ment—and returns—to social capital vary dramatically for people in
different structural positions. This finding might be seen as an illustration
of a more general principle deriving from expectancy theories of motiva-
tion: If you don’t think you have a chance to get a reward, then the reward
is not motivating (Lawler 1973).

These analyses also showed that occupancy of favorable structural po-
sitions (in this case, referral and CSR statuses) yields great value for their
incumbents, although occupancy of these positions is not likely to have
been produced by the conscious pursuit of the referral bonus. We have
noted that the use of the term “social capital” in connection with social net-



Roberto M. Fernandez and Emilio ]. Castilla 101

work processes focuses attention on notions of investment and return, i.e.,
on the instrumental uses of social relationships. In this case, however,
value (in terms of improved chances of receiving the referral bonus) is ap-
parently accruing to well-positioned individuals, without such people
having instrumentally chosen those positions. Most likely, these people
have discovered the instrumental value vis-a-vis the referral bonus after
they found themselves in these positions. Absent the instrumental pursuit
of these positions, we think it is misleading to think of occupancy of these
positions as investments, and any advantages accruing to their incumbents
as returns attributable to the positions themselves.

We do, however, think it is reasonable to regard the effort expended in the
search for a referral candidate as a social capital investment to the extent
that such search behavior is driven by the pursuit of the referral bonus.
This distinction is not merely semantic. As we have previously argued
(Fernandez et al. 2000), in order to avoid the confusion that has resulted
from the casual use of the concept of social capital, researchers using the
term should specify the investment and the mechanisms by which social
actors realize returns. In this setting, it was possible that people in referral
and CSR positions might have received higher returns by using their po-
sitions to raise their chances of receiving the bonus, thus raising the nu-
merator of the rate of return calculation. While we found no evidence of
this having occurred, we argue that it would be the purposive action of in-
fluencing the bonus system that should be thought of as the investment. In
this setting, we think that referrers achieve returns by a different mecha-
nism. Occupancy of referral and CSR positions serves to facilitate search,
resulting in a greater return for the incumbents of these positions by low-
ering the denominator (search costs) in the rate of return calculation.

In conclusion, these findings illustrate something quite general about
the nature of social networks as social capital. While network phenomena
may invoke a variety of forms of social action (see e.g., Blau 1964), a hall-
mark of social capital is the mean-ends rationality that Weber (1978 [1922])
identified as associated with action in markets. We suggest that the bene-
fits of applying the term social capital to network-related processes are
most likely to outweigh the costs of using the term the more clearly the
analysis addresses “investment for return” phenomena. We think our
analysis of the firm’s and referrer’s sides of referral hiring provides an ex-
cellent example of one such instance.

NOTES

1. We refer the reader to Fernandez et al. (2000) for the details of the data col-
lected for this project. In brief, we collected data on over 4,100 external ap-
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plications for telephone customer-service jobs over a two-year period (Jan-
uary 1995 through December 1996) and tracked turnover for 325 people
hired during this time frame. Over 1,500 of the applications were referrals,
and we know the identity of the referrer for a very high percentage of the
referral applications. Most important for this study, we also collected data
on all workers employed at the site over the period of the study, and iden-
tify whether they participated in the company’s referral program for cus-
tomer service representatives.

Note that applicants cannot be hired without an interview.

This recruiter was concerned that referrals from referrers who are just do-
ing it for the money would be worse than nonreferral applications. In her
words: “I know people who would refer their dog if they can get a $250
bonus.”

While we focus on the costs of referring in the analyses that follow, it is also
theoretically possible for there to be individual differences in the benefits of
referring; i.e., for the same costs of referring, individuals might differ in
their chances of receiving the referral bonus. We found no evidence of sys-
tematic variation in the extent to which individuals receive the referral
bonus once they have referred someone (see the discussion above regard-
ing “gaming”). Moreover, we found no evidence that referrer’s character-
istics were significantly related to success at the interview and offer stages
(Fernandez et al. 2000). In light of these findings, we feel confident that re-
ferring is largely determined by costs in this setting.

Ideally, we would like to separate the time-value and structural-accessi-
bility effects of wages by observing the intensity of the search for referrals
by employees with different wage rates (for a given wage, individuals who
are structurally disconnected should devote fewer hours to search). How-
ever, we do not directly observe search effort, and thus cannot separate
these two effects of wages in this study. Note, however, that the distinction
between these two components of wages is less important from the firm’s
perspective. For either reason, the firm can expect that high-wage em-
ployees will be less likely to produce good referral candidates.

While this latter point seems plausible, we found scant evidence that re-
ferrers were explaining anything to referrals in this context. Referrals were
no better informed than nonreferrals about key features of the job (e.g.,
starting wages and schedules) than nonreferrals (Fernandez et al. 2000).
While the referral bonus program was widely available to workers work-
ing at the firm, fewer than 10 of the 4,114 people employed at the phone
were barred from participating in the program. Managers who have hiring
authority cannot claim a referral bonus for someone who winds up work-
ing for them (they could, however, refer people to other shifts). Second,
human-resources personnel who screen applicants for the job cannot par-
ticipate in the referral program. Due to data limitations, we could not iden-
tify these workers in order to exclude them from the set of people at risk
for referring. In light of their small numbers (less than 0.2 percent), we ig-
nore this limitation of the data in the models we present below.

We also experimented with Cox regression models (with repeated events)
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10.

11.

13.

14.

which, unlike Weibull models, make no assumptions about the time pat-
tern of the hazard rates. Those analyses yield very similar results to those
we present here. We present the Weibull models here because, unlike the
Cox model, we can use the parameters of the Weibull model to generate
predicted values (see note 11).

The tendency to associate with others like one’s self (i.e., the homophily
principle) suggests that all of these background characteristics might influ-
ence structural availability. Likewise, these variables may also affect indi-
viduals’ time-value calculations (e.g., leisure time may be more important
to married people). We explored the possibility of interactions between the
background control variables and our measures of time-costs and struc-
tural availability in preliminary analyses. At least with respect to referring
behavior, we find little evidence of significant interactions; consequently,
we have used a simple linear specification for the effects of these variables.
We did, however, find evidence of racial homophily between referrers and
those who were ultimately hired in this setting, as well as another unit of
the bank (see Neckerman & Fernandez 1998).

Note that the model is highly nonlinear. In order to generate these predic-
tions, we evaluated the model at the mean for age (i.e., 33.1 years), and the
modal categories for the dummy independent variables (i.e., males, who
are nonminority, married, but without a BA or AA degree). We set the time
multiplier (r/10) to the length of the observation window for our data, i.e.,
24 months.

On the other hand, we still cannot be sure that the wage effects reflect only
monetary incentives. Although the curve for nonreferral, non-CSRs is rel-
atively flat, it still shows a declining pattern with wage (see the main effect
of wage in Model 2).

Of course, it is also possible that, despite having equivalent wages, refer-
ral, CSRs value their time at much lower rates than nonreferral, non-CSRs.
While we cannot rule out this possibility without data on actual search ac-
tivity for referrals, we think that time efficiency is a much more plausible
interpretation of these differences.

A higher threshold for evidence of access would, of course, widen these
differences. Note, however, that this would involve using wage rates that
are lower than those observed in our data for nonreferral, non-CSRs.
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Interpersonal Ties, Social Capital,
and Employer Staffing Practices

Peter V. Marsden

Linkages between individual social networks and labor market outcomes
command substantial scholarly attention (see reviews in Lin 1999; Mars-
den & Gorman forthcoming). Important elements of this body of research
include Granovetter’s (1974) findings that persons with wide-ranging net-
works are more likely to be approached by potential employers (rather
than actively searching for work) and tend to locate better jobs, and stud-
ies by Lin and colleagues associating access to high-status contacts with
more favorable attainments (Lin, Ensel, & Vaughn 1981; Lin 1999). Impor-
tantly, it is not the “use of contacts” per se that appears to be advantageous,
but instead having networks with certain types and configurations of con-
tacts (Marsden & Gorman forthcoming).

Most studies focus on the individual rather than the employer. This
chapter considers the job-matching process from the employer’s side, ex-
amining the use of social networks in both recruitment from the external
labor market and intraorganizational promotion and transfer processes.
Individuals can succeed by drawing on the social capital that resides in
their networks only if employer staffing processes encourage, or at least
permit, the dissemination of information and influence via interpersonal
social ties.

Extending previous analyses by Kalleberg, Knoke, Marsden, and Spaeth
(1996: chapter 7) and Marsden and Gorman (1999), this chapter examines
recruitment sources involving interpersonal contacts across many organi-
zations. Such a view of staffing practices complements that provided by fo-
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cused studies of recruiting by single employers (Fernandez & Weinberg
1997; Fernandez, Castilla, & Moore 2000; Petersen, Saporta, & Seidel forth-
coming). Patterns in the use of interpersonal recruiting channels are antic-
ipated by arguments about the presumed information benefits, costs, and
constraints associated with them. Referrals from employees and referrals
from business and professional contacts are used for recruiting into differ-
ent kinds of jobs, however. Business / professional sources are most likely
to be activated for recruitment into higher-status positions, while em-
ployee referrals are much less often used for recruitment into managerial
work. This may reflect the more heterogeneous information apt to flow
through employee networks, together with differing information require-
ments of recruitment for occupations of different kinds.

The next section of the chapter reviews the information benefits and
costs associated with interpersonal recruiting sources, as well as con-
straints surrounding their use. These considerations imply that such meth-
ods will be used more frequently in recruiting at certain types of work-
places, and for certain types of positions and occupations. The National
Organizations Study (NOS) and its measures of recruitment methods are
next introduced. After results of multivariate analyses are presented, the
tinal section summarizes and interprets the findings.

RECRUITING THROUGH SOCIAL TIES: BENEFITS, COSTS,
AND CONSTRAINTS

Barber (1998) dissects the employer’s side of the staffing process into three
temporally ordered stages: (1) generating applicants through the choice of
a target population and a recruiting source or mode; (2) maintaining the
interest of applicants in potential employment while the organization
gathers information and evaluates candidates through interviewing and
other selection activities; and (3) influencing the applicant’s decision to ac-
ceptemployment, once the employer has offered the position to a prospect.
The first stage, generation of applicants, corresponds to “extensive search”
in the job search literature (Rees 1966), while the second encompasses “in-
tensive search” activities. As Barber notes, the organization’s discretion is
limited in the third stage, where the applicant/ potential employee is the
principal actor.!

This chapter considers Barber’s first stage, applicant generation or re-
cruitment. Here, the organization must assemble a “useful” pool, ie., a
sufficiently large set of “hireable” applicants. The organization’s hiring
standards (Cohen & Pfeffer 1986) affect its threshold for what applicants are
“good enough to hire,” and therefore its information needs. The sufficiency
of a pool is also shaped by the likelihood that applicants will accept em-
ployment if offered it, and by their expected tenure with the organization.
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Other things being equal, larger pools are apt to be more useful. Appli-
cant pools can be too large, however, in at least two distinct ways that pose
potential screening costs. If the employer’s quality threshold for new hires
is modest, such that many applicants exceed it, larger pools will require
substantial winnowing. And if a recruitment source generates large num-
bers of inappropriate applicants who lie beneath a quality threshold, ex-
tensive selection efforts are required to identify the minority of applicants
in which the employer has a genuine interest.

Applicant quality usually involves the appropriateness of training,
qualifications and experience, but also extends to “soft skills” such as com-
portment, demeanor, and punctuality. A small pool of applicants may
prove extremely useful if it is composed principally of above-threshold ap-
plicants having a good fit with the organization’s staffing needs, especially
if they are apt to accept positions if offered them. Indeed, by virtue of the
lower associated costs of selection and screening, such a pool is in many
ways superior to a larger pool of persons having more heterogeneous
qualifications.

Many arguments set forth on behalf of network recruitment rest on the
presumably superior quality of information that flows through interper-
sonal ties. Such sources may also be less costly. Formal methods such as
newspaper advertising or job posting generate more standardized and less
nuanced information about each applicant, but compensate by generating
larger pools.? Organizational environments also present incentives toward
and constraints against the use of particular recruiting sources. The fol-
lowing sections discuss these considerations in more detail, pointing to or-
ganizational and occupational conditions under which particular factors
may be especially salient.

Information Benefits

Network ties can be conduits for several distinct kinds of job-relevant in-
formation. The most elementary of these is information about vacancies at
an employer, or about the mere existence of nominally qualified candidates
who might fill them; in tight labor markets even this spare knowledge may
be useful to employers. Social ties may also convey information about
amounts of experience and credentials such as education, though more for-
mal channels can transmit these sorts of data equally well. More unique is
the capacity of interpersonal networks to provide situated data about the
nature of a candidate’s performance on past jobs, and context-specific
judgments about her or his likely performance if hired by the employer in
question. In some cases social ties yield information about the candidate’s
employment alternatives and likelihood of accepting a prospective offer.

Referrals conveying these forms of information can serve to reduce con-
siderably the uncertainty that an employer faces when adding a new per-
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son to an organization. Employers should be especially concerned with
high-quality information under several conditions: when performance
and skills are difficult to observe, when staffing strategy is flexible, when
the use of networks is a central component of performance, and when
selection errors are costly. In general, these considerations suggest that em-
ployers should tend to use interpersonal recruiting strategies for higher-
status positions.

The information provided by referrals through networks should be of
special value when skills cannot be assessed readily using objective mea-
sures. This assumes particular importance if the position to be filled in-
volves the exercise of substantial discretion, or if the skills at issue are
interpersonal rather than technical. Under these circumstances, subjective
evaluations obtained through social networks may provide the best avail-
able information about a candidate’s potential (Pfeffer 1977). This suggests
that referrals should be used heavily in hiring into well-paid, autonomous
occupations such as managerial, professional, and skilled-craft positions.

In flexible organizations with staffing strategies that adapt goals and ob-
jectives to the capabilities of their personnel, rather than seeking people
who fit the requirements of standardized jobs, there is also a premium on
specific information about a potential addition. In such organizations,
staffing is equivalent to strategy formation (Snow & Snell 1993); they make
less use of formal job descriptions and written rules, substituting mutual
adjustment via social networks as a coordination mechanism. Interper-
sonal skills and the capacity to operate within networks are vital in such
systems; such employers should, therefore, have relatively high needs for
information when making staffing decisions. Thus, organizations without
formal job descriptions should make greater use of interpersonal contacts
in recruiting.

Interpersonal skills and the ability to form and maneuver within net-
works of contacts are also central components of effective performance in
jobs that involve frequent communication with clients or customers. For
example, investment banks rely on their employees’ networks of external
ties to attract new business and maintain client relationships (Eccles &
Crane 1988). Here, recruiting through informal networks serves as a test or
selection device as well as a mode of locating available candidates: the fact
that an employer becomes aware of a candidate through a network chan-
nel may be a revealing signal of her or his capacity to invest in and draw
on interpersonal social capital, and thereby to succeed in the position in
question. This implies greater use of interpersonal staffing methods for cer-
tain professional, sales, and service occupations.

When selection errors are costly, employers should be disposed to seek
out higher-quality information available through social ties. Risk increases
to the extent that the performance of a given employee affects organiza-
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tional performance. Costs of hiring mistakes also rise if the employer in-
vests in training the newly hired or promoted employee, because such in-
vestments are lost if the individual’s subsequent performance is subpar or
if s/he departs for another opportunity. Similarly, it is costly to erro-
neously place a person on a multiple-level job ladder, since incumbents in
such positions may have long tenures in the organization. Due process
guarantees may make it difficult to discharge them, and selection into one
position on a ladder may enhance formal eligibility for upward moves, ir-
respective of performance. Thus, there should be more use of social ties in
recruitment when those in a position are to receive formal training, or
when their positions lie on multiple-level ladders.

Beyond informing employers about qualifications and performance, in-
terpersonal channels may yield information about the prospect that a can-
didate will accept a job offer, and about the likelihood that she or he will
remain with the employer. Recruitment through social contacts—by com-
parison to “broadcast” methods such as advertisements, signs, or job post-
ings—makes use of interactive channels. As such, interpersonal ties have
the capacity to improve the fit between individual and organization by of-
fering informal versions of “realistic job previews” (Wanous & Colella
1989). Individuals who learn about an employer through network contacts
can make more informed decisions about whether to seek employment
there, or to remain under consideration at later stages of the staffing
process. These properties of interpersonal channels seem rather generic,
and do not imply greater or lesser reliance on network recruiting for par-
ticular types of organizations or positions.

Costs

The intrinsic costs of administering recruiting procedures drawing on in-
terpersonal contacts are low. Such methods do not require specialized
staffing personnel; they need not involve monetary outlays, as advertise-
ments and the use of employment agencies do; and if used passively, they
may not make extensive demands on managerial time. If current employ-
ees serve as recruiters by recommending appropriate associates from out-
side the organization, the employer can realize substantial savings in both
recruiting and screening costs. For internal actions, substantial information
is acquired in the course of undertaking other tasks, and the direct mar-
ginal costs of recruiting via contacts approach zero. Even when invoked
actively, using such methods may involve little more than picking up the
telephone or wandering down the hall to discuss a candidate.

There are, of course, conditions under which costs of using interper-
sonal contacts can be appreciable. For example, there are monetary costs
to “bounty” systems in which employers give bonuses to current employ-
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ees who refer successful applicants (Fernandez et al. 2000).3 To the extent
that such incentive programs generate too many applicants or encourage
employees to refer inappropriate candidates, they can increase screening
time as well. Costs can also be substantial when interpersonal ties are in-
voked proactively by the employer. Activation of ties to well-informed
work / professional “market mavens” who can provide in-depth informa-
tion about candidates involves costs in terms of access time; it also retires
“information debts” that may have been accumulated in past transactions.
These costs of gaining access and obtaining data may be especially notable
for closely held information or confidential matters.

One reason for relying on relatively low-cost recruitment methods that
involve interpersonal ties is that alternatives are too expensive. It may not
be cost-effective for small, single-site organizations to incur the overhead
costs of administering formal staffing procedures, for example. Establish-
ments within multisite organizational systems are, however, often re-
quired to use centrally prescribed formal approaches to staffing, and hence
less apt to use methods that involve social networks.

Because the range of candidates that can be identified using interper-
sonal ties is limited to those who can be tapped through current employ-
ees, selecting officials, or their work-related contacts, a potential cost of
using such methods is the foregone opportunity of considering talented
candidates outside of those networks. Pools of external applicants tend to
be smaller when formal methods are not used (see above, note 2). Also, the
homophily that typifies interpersonal networks (Marsden 1988) means
that the sociodemographic composition of an applicant pool recruited
through interpersonal channels tends to resemble that of the set of persons
currently employed. Underrepresented groups are thus likely to remain
underrepresented if establishments emphasize interpersonal recruiting
sources (Reskin & McBrier 2000).

The opportunity costs of using interpersonal channels in internal re-
cruiting within small, single-site establishments should be low, because se-
lecting officials are apt to have direct or indirect social ties to most or all
employees. In larger establishments and establishments within multisite
organizations, on the other hand, the pools of internal candidates that can
be defined on the basis of social ties will usually include much smaller frac-
tions of the potentially eligible workforce, and thus a greater opportunity
cost. Accordingly, such procedures should be used less often in large or
multiple-site establishments.

Equity Pressures and Other Constraints

Constituencies both internal and external to organizations exert pressures
on them to allocate rewards in an equitable and procedurally rational man-
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ner. Charges of prejudice and favoritism are more readily raised when re-
cruiting methods draw on interpersonal contacts than when they rely on
objective, universalistic criteria. In comparison with formalized staffing
methods, “network hiring” is also less consistent with norms of rational-
ity and bureaucratization, which many see as institutionalized myths or
societal values that infuse organizations (Meyer & Rowan 1977; Bridges &
Villemez 1991; Baron, Dobbin, & Jennings 1986).

External pressures emanate from unions and regulatory bodies. Nu-
merous scholars have documented differences in personnel practices be-
tween unionized and nonunion workplaces (e.g., Jacoby 1985; Baron et al.
1986; Dobbin, Edelman, Meyer, Scott, & Swidler 1988). Cohen and Pfeffer
(1986), for example, argue that unions advocate formalized approaches to
internal staffing because such procedures can prevent employers from pe-
nalizing employees with prounion attitudes. Institutional arguments hold
that exposure to the public sphere places organizations under special pres-
sure to conform to evolving norms about legitimate employment practices
(Dobbin et al. 1988). Larger establishments and establishments within mul-
tisite organizations are more visible to regulators, and consequently such
establishments should be more reluctant to use staffing procedures that in-
volve interpersonal ties. Public-sector establishments, in particular, must
demonstrate high levels of fairness, objectivity, and openness in their em-
ployment practices; they are also subject to civil service laws and regula-
tions that mandate the use of certain formal procedures (DiPrete 1989;
Tolbert & Zucker 1983). Thus, public-sector establishments should be
especially likely to avoid the selection of personnel via interpersonal
networks.

Internally, personnel departments are likely to advocate formal meth-
ods of identifying and selecting promotion candidates. Personnel profes-
sionals are especially aware of the constraints and sensitivities of external
constituencies (Jacoby 1985); they also enhance their intraorganizational
power through the possession of specialized knowledge about how to con-
duct personnel actions (Pfeffer & Cohen 1984). Hence establishments with
personnel departments should make less extensive use of staffing proce-
dures involving contacts.

THE NATIONAL ORGANIZATIONS STUDY

The data examined in this chapter are drawn from the National Organiza-
tions Study (NOS), conducted during 1991. Telephone interviews were
completed with informants for a multiplicity sample (see Parcel, Kaufman,
& Jolly 1991) representative of U.S. work establishments.* When contact-
ing establishments, NOS interviewers were instructed to speak with “the
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head of the personnel department or the person responsible for hiring.”
Overall, the NOS attempted to contact informants for 1,067 establishments;
it successfully conducted interviews with 688 of them, a completion rate of
64.5 percent.”> For additional details about field procedures used in the
NOS, see Spaeth and O’Rourke (1994) or Kalleberg et al. (1996:Chapter 2).

To take into account possible between-occupation, within-establish-
ment variation, the NOS interview schedule repeated several question se-
quences, including those on staffing, for up to three different occupations
in each establishment. One of these was the job title of the employees “most
directly involved” with the main product or service provided by the es-
tablishment; this is called the “core” occupation. A second was the occu-
pation of the General Social Survey (GSS) respondent who provided the
name of the establishment. Finally, questions were also posed about “man-
agers or other administrators.” This multiple-occupation design permits
the separation of establishment- and occupation-level influences on sev-
eral NOS outcome variables.

MEASURING STAFFING METHODS

The NOS interview schedule included separate sets of questions about ex-
ternal and internal staffing. The frequency with which an establishment
used network-related methods of external recruitment for a particular oc-
cupation was measured using the following items:
How often do you use each of the following methods to find [cores/
GSSs /managers or administrators]? What about

* Referrals from current employees?
* Referrals from business or professional contacts?
* Unsolicited inquiries by telephone, mail, or in person?

Unsolicited inquiries are included among methods involving interper-
sonal ties since some (e.g. Manwaring 1984; Fevre 1989; Wial 1991) suggest
that passive recruitment may represent “unofficial” network staffing, as
direct applicants learn about openings through contacts already employed
at a workplace. The NOS also posed questions about formal methods, such
as newspaper advertisements and employment agencies. The informant
for the establishment was asked to say whether each method was used
“frequently,” “sometimes,” or “never.” Informants answered these ques-
tions only when there had been external hiring into the occupation in ques-
tion within the past two years.

The use of internal staffing methods drawing on social ties was assessed
using a similar sequence of questions:
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When you fill this job with a person already in the organization, how of-
ten do you

* Ask the person leaving the job to recommend other current employ-
ees?

* Ask others at your workplace for recommendations?

*+ Go directly to specific employees and encourage them to apply?

The internal staffing sequence also included questions about seniority and
job posting. The sequence was administered if an informant said that the
establishment ever fills vacancies in a given occupation with current em-
ployees.® Response options were the same as those for the questions about
external recruitment.

Table 1 presents the percentages of informants who answered “fre-
quently” to the questions about staffing methods, separately for the three
occupations studied in the NOS. There is substantial use of interpersonal
methods by U.S. employers. The unweighted percentages, which reflect
the experience of the typical employee (see note 4) show that employee re-
ferrals are used frequently in hiring into more than a third of “core” posi-
tions, while business and professional sources of advice are often used in
locating employees for more than a fifth of such positions. Employee re-
ferrals are used somewhat less commonly—and business or professional
contacts more often—for managerial positions than for core ones. Unso-
licited inquiries are frequently used for staffing about a third of core and
GSS positions, but only about a fifth of managerial ones.

Job posting is the most common method for notifying current employ-
ees about promotion and transfer opportunities, but there is likewise wide-
spread use of social ties in internal staffing actions. Previous occupants of
positions to be filled internally are “frequently” asked for recommenda-
tions in only about a tenth of the cases, but referrals from others in the
workplace are often obtained for about a quarter of the occupations stud-
ied; these percentages are similar for managerial and core positions. Those
in charge of staffing often approach candidates directly for about a fifth of
positions filled from within the organization; this is somewhat more com-
mon for managerial than for core work. At least one of these three internal
approaches involving contacts is used frequently for 35 percent of the core
occupations, and over 40 percent of managerial ones.

The prevalence of interpersonal staffing channels is even more notable
when external and internal hiring are considered together. Figures not
displayed in Table 1 reveal that one or more of the interpersonal staffing
methods was used frequently in more than 45 percent of the organization-
occupation cases included in the NOS. Informants said that their estab-
lishments “never” used any such channels in less than one case out of ten.”



Table 1. Recruitment Methods in NOS Establishments

Percent of Employees in

Establishments Using Method Percent of Establishments Using
“Frequently” (N )2 Method “Frequently”@
Core GSS Manager Core GSS Manager
External Recruitment
Newspaper advertisements 40.8 (468) 48.0 (196) 50.2 (269) 36.1 34.4 32.2
Signs posted 13.1 (467) 7.7 (196) 10.1 (267) 14.6 3.7 7.1
Employee referrals 36.7 (469) 28.6 (196) 22.2 (266) 36.7 21.0 26.2
Business/professional
referrals 20.7 (469) 19.9 (196) 27.1 (266) 23.3 30.3 29.8
Employment agencies 18.9 (470) 17.3 (196) 17.2 (267) 12.7 15.0 20.3
Unsolicited inquiries 33.0 (469) 35.7 (196) 22.0 (268) 23.7 15.9 18.9
Internal Recruitment
Seniority lists 38.5 (387) 34.4 (221) 18.4 (446) 26.9 39.0 29.8
Job posting 67 8 (388) 64 7 (221) 59.5 (449) 42.2 45.3 41.6
Referrals from incumbent 1(382) 3(218) 12.4 (442) 12.7 12.8 1.7
Referrals from others 24 1 (386) 16 9 (219) 25.2 (445) 25.0 22.6 22.4
Direct approaches 19.4 (386) 16.4 (219) 28.4 (447) 241 25.6 33.1
Any informal method 34.8 (388) 29.0 (221) 43.0 (449) 38.1 34.0 411

Source: 1991 National Organizations Study.

Note: Questions about external recruitment were asked only when a given type of employee had been hired from outside within
the preceding two years. Questions about internal recruitment were asked only when informants stated that current employees
were “sometimes” promoted or transferred to fill vacancies in a given occupation.

a“Employee” percentages are for the “unweighted” NOS sample (see note 4). “Establishment” percentages (for the “weighted”
NOS sample) were derived by weighting employee percentages inversely proportional to establishment size. Hence Ns for es-
tablishment percentages are the same as those presented for employee percentages.
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The weighted and unweighted percentages shown in Table 1 do not dif-
fer greatly from one another, which means that the distributions of staffing
methods are similar whether viewed from the standpoint of employees or
from that of establishments (see note 4). When there are differences,
weighted percentages for interpersonal methods (excepting unsolicited in-
quiries) tend to be larger than the corresponding unweighted figures.
Smaller establishments, then, make somewhat greater use of interpersonal
contacts in staffing, though differences by establishment size are modest
overall.

ORGANIZATIONAL AND OCCUPATIONAL CORRELATES
OF INTERPERSONAL STAFFING

The discussion above posited that staffing methods in general, and meth-
ods drawing on interpersonal ties in particular, are chosen in light of the
benefits, costs, and constraints associated with their use. The mix of bene-
fits, costs, and constraints linked to contacts varies across organizations
and occupations. At the establishment level, the frequency of network re-
cruitment should differ by establishment size, affiliation with a larger orga-
nization, auspices (public, nonprofit, or private-sector), presence of unions,
presence of a personnel department, and the existence of formalized job
descriptions. Likewise, approaches to staffing should vary across jobs.
There should be more use of interpersonal staffing if a position is part of a
multiple-level job ladder, if it involves formal training, or if it is well paid.
Moreover, there should be differences in the use of such methods across
major occupational categories, with more network recruiting for higher-
status positions.

Table 2 presents results of multivariate analyses that reveal organiza-
tional and occupational differences in the use of interpersonal staffing
methods; measures of explanatory variables are described in the appendix.
Estimates presented are based on ordinal logistic regression, including a
random organization-level effect because of the nesting of occupational ob-
servations within establishments (Goldstein 1995:108-9). Separate equa-
tions were estimated for the three external staffing methods measured.
Findings for recruiting for internal promotions and transfers, however, re-
fer to a composite indicator giving the maximum frequency with which
any of the three interpersonal methods was used; similar factors predict
use of the three internal methods (Marsden & Gorman 1999), and estab-
lishments using one of them also tend to use the others.

Findings for the use of external business / professional referrals and the
use of informal methods in internal recruitment are highly consistent with
the expectations outlined above. Occupational differences are especially



Table 2. Correlates of Informal Recruitment Methods (Ordinal Logistic Regression Coefficients)

External Referrals from

External Referrals from

Walk-in or Unsolicited

Explanatory Variable Employees Business/Professionals Applicants Informal Internal Staffing
Establishment size (log) 0.050 (0.058) ~0.007 (0.059) 0.168 (0.059) ~0.015 (0.059)
Multisite organization —0.045 (0.163) —0.400 (0.167) -0.213 (0.167) —0.383 (0.168)
Public sector —0.634 (0.196) —0.502 (0.198) 0.125 (0.197) —-0.527 (0.182)
Nonprofit sector —0.256 (0.284) —0.645 (0.289) 0.169 (0.289) —0.240 (0.285)
Union presence scale 0.350 (0.141) 0.128 (0.143) —0.056 (0.143) —0.035 (0.135)
Personnel department 0.208 (0.215) 0.170 (0.219) 0.119 (0.219) —0.296 (0.214)
Formal job descriptions -0.196 (0.237) 0.194 (0.241) 0.043 (0.241) —0.141 (0.246)
Formal training 0.064 (0.187) 0.223 (0.190) 0.127 (0.188) 0.465 (0.186)
Multiple levels in job 0.037 (0.160) -0.123 (0.162) 0.025 (0.159) -0.215 (0.156)
Managerial job —0.578 (0.230) 0.814 (0.234) —0.361 (0.227) 0.993 (0.224)
Professional job 0.237 (0.250) 1.040 (0.256) 0.416 (0.249) 0.729 (0.266)
Sales/service job 0.012 (0.251) 0.515 (0.256) 0.149 (0.250) 0.683 (0.283)
Administrative support job —0.468 (0.287) 0.580 (0.291) —0.188 (0.285) 0.160 (0.293)
Craft job —0.019 (0.461) 0.209 (0.469) —0.547 (0.460) 0.472 (0.420)
Log average pay in job —0.245 (0.152) 0.390 (0.155) —0.315 (0.154) —0.092 (0.170)
First threshold 1.330 (1.461) ~5.945 (1.497) 1.473 (1.472) 0.343 (1.626)
Second threshold 3.975 (1.467) —3.181 (1.486) 3.692 (1.477) 2.804 (1.629)
Establishment variance 0.647 (0.171) 0.689 (0.177) 0.834 (0.178) 0.931 (0.176)
(N) (893) (892) (895) (1010)

Source: 1991 National Organizations Study.

2Bold coefficients are more than twice their standard errors.
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marked. Table 2 shows that employers are much more apt to use business /
professional contacts when recruiting for managerial, professional, or
sales/service positions than for the reference category of semi- or un-
skilled occupations. Business contacts are used significantly more often in
external recruiting for better-paid positions. Similar occupational differ-
ences are found for the activation of networks in internal staffing processes.
Such recruiting methods are also used more often when those in an occu-
pation are to receive training. These findings are as anticipated by the
above reasoning about information benefits and risks of foregoing training
investments.

Recruiting methods involving interpersonal ties—both external and in-
ternal—are consistently less used by public-sector establishments than by
workplaces in the private, for-profit sector. Regression coefficients indicate
that nonprofit establishments, too, make lower use of interpersonal staf-
fing than do those in the private sector, but this difference is statistically
significant only for external referrals from business and professional con-
tacts. Constraints related to sectoral location appear to place strong limits
on the use of social capital by those seeking jobs or promotions.

NOS establishments that are part of multisite organizations are gener-
ally less apt to rely on interpersonal methods of staffing, especially exter-
nal referrals from business/ professional contacts and internal recruiting
via networks. These differences likely reflect centrally prescribed bureau-
cratic routine, the greater opportunity costs associated with network hir-
ing in such settings, and lower per-event costs of maintaining formal
structures for staffing.

Several implications of the logic outlined above were not confirmed by
the findings, however. Net of adjustments for other factors, the use of most
staffing methods does not vary with establishment size, the presence of a
personnel department, or whether a position is part of a multiple-level lad-
der. As anticipated by a “flexible staffing” logic, interpersonal staffing is
sometimes negatively associated—in this sample—with the presence of
formalized job descriptions, but no regression coefficient for the presence
of job descriptions is statistically significant.

Contrary to expectations, reliance on interpersonal staffing methods did
not prove to be inversely related to the presence of unions. The one statis-
tically significant difference found, in fact, was that union presence is pos-
itively associated with using external referrals from employees. This may
indicate that the union itself constitutes a structure facilitating referrals.
Employers may choose voluntarily to locate new employees through the
pertinent union, or contractual or noncontractual understandings may
oblige them to do so.

The discussion of information benefits of referrals concluded that inter-
personal sources should be more prominent in staffing actions for higher-
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status positions. As noted, the regression coefficients in Table 2 are consis-
tent with this expectation for external business/ professional referrals and
internal staffing actions. Observe, however, in the first column of Table 2
that the pattern of occupational differences is quite different—indeed al-
most opposite—for external recruiting via the social networks of current
employees. Here, we see that employers are just as likely to emphasize em-
ployee referrals for recruitment into professional / technical, sales / service,
and craft occupations as for unskilled occupations. In contrast to the find-
ings for the other interpersonal methods, though, they are much less likely
to use such referrals when filling managerial positions. These findings are
discussed further in the conclusion.

Few of the predictor variables introduced here are associated with the
widespread use of unsolicited applications as a mode of staffing. Larger
workplaces more often use such applications, presumably because they re-
ceive more of them by virtue of their size (Marsden & Campbell 1990). Un-
solicited inquiries are used significantly more in staffing positions that are
less well paid; this might reflect relatively lower quality thresholds for hir-
ing in such positions which—in turn—imply less incentive for employers
to assemble extensive information. If direct applications to employers de-
pend on information flows from current employees, these flows follow a
pattern different from that for other types of network hiring. Many direct
applicants may well be true “cold callers.”

SUMMARY AND DISCUSSION

The findings presented above reveal the organizational and occupational
conditions that most welcome the use of individual social capital in so-
cioeconomic attainment. Among these circumstances are private-sector lo-
cation and a comparative lack of organizational complexity—in particular,
single-site organizations tend to make greater use of interpersonal staffing.
[t is also evident that staffing methods drawing on social contacts are more
likely to be involved in hiring and promotions / transfers for comparatively
complex work. There is more room for network capital to be useful to a job
seeker or employee when seeking a managerial, professional, or sales/
service job than an unskilled one, especially if the position will require
training investments on the part of the employer. These occupational dif-
ferences are highly consistent with Burt’s (1997:351-59) observations about
the conditions under which social capital is more and less valuable to in-
dividuals. By and large, the differences reported fit expectations about con-
ditions under which benefits, costs, and constraints of network staffing
differ across employers and kinds of work.

Employers use referrals from employees in a fashion that differs from
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the pattern for other interpersonal methods. Indeed, the finding that em-
ployee referrals are more frequently used in the private sector is their only
commonality with the other methods studied here. Employee referrals are
used less, rather than more, for recruitment into managerial work, and
they are used significantly more in unionized settings. None of the other
interpersonal methods studied tends to be frequent under similar condi-
tions.

The distinctiveness of occupational differences for referrals from cur-
rent employees reminds us that not all referrals are alike. Contacts differ
in what they know about a prospective employee; some may know only of
a person’s availability, while others may possess the full range of detailed
data discussed above. Those making referrals also differ in credibility; the
nature of a contact’s prior relationship to the candidate may color the use-
fulness of the information that she or he provides to the employer. Busi-
ness or professional contacts who can assess applicants from a relatively
detached vantage point provide maximally useful referrals. Those con-
nected to an applicant through family or communal ties, on the other hand,
may be seen as agents for the prospective employee; they also may lack
specific knowledge of the applicant’s specific capacities and prior work
performance.

Employee social networks are composed of a mixture of contacts drawn
from multiple settings, including work, family, community, and associa-
tions. In general, employees tend to know, and therefore to be in a position
to refer, others having occupations and skill levels similar to their own (Lau-
mann 1973: Chapter 4). Given the pyramidal structures typical of work or-
ganizations, this implies that employees will be most able to tell employers
about persons who can fill positions requiring modest qualifications. They
may be able to provide very good information about those in their work-re-
lated networks (both within and outside of the organization), especially if
they are members of work-related groups such as unions or professional as-
sociations. Employee referrals of persons known in more communally-
based contexts of activity (e.g. family or neighborhood) are apt to be both
less knowledgeable and less credible with respect to specific information.

Thus, referrals from employees are likely to be quite heterogeneous in
terms of information quality. This need not deter employers from using
such social ties to locate prospective employees, if quality thresholds are
modest. In light of such considerations, though, it is hardly surprising that
recruiting through networks of current employees is less common for man-
agerial positions than for semi- or unskilled ones.

External business or professional sources, by contrast, are likely to know
the candidates they refer in a work-related context that enables them to
provide an employer with high-quality and credible information. Profes-
sionals, in particular, tend to have extra-organizational ties to one another
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through participation in professional associations and experience in pro-
fessional schools. Managers, too, are likely to have developed cross-orga-
nizational ties as a result of previous positions, boundary-spanning work,
or participation in industry associations and conferences. Unions may like-
wise serve as a locus of work-related ties. Business and professional
sources, then, are likely to yield high-quality information, and organiza-
tions should tend to activate them when filling high-status positions hav-
ing high quality thresholds.

Similarly, social ties used to form pools of candidates for internal pro-
motion or transfer are, almost by definition, channels that have substantial
work-related content. Those making such recommendations often will be
former supervisors or coworkers of those referred. As such they will have
been in a position to observe a referral’s work—frequently over a pro-
tracted period—and to have participated in ongoing workplace networks
that convey information about reputation and subtleties of performance.
Such channels should thus carry relatively rich information flows of the
kind that an employer will seek out when promoting or transferring peo-
ple into unique, high-responsibility positions.

The different patterns of occupational differences displayed in Table 2
are consistent with these observations, which also aid in the interpretation
of other findings presented—such as the positive link between union
presence and recruiting via current employees. The referral potential of
networks within professional associations may account for the fact that
employee referrals are used to locate professionals at least as often as for
unskilled workers—rather than much /less often, as for managerial posi-
tions.®

APPENDIX: MEASUREMENT OF EXPLANATORY VARIABLES

This appendix describes the measurements of independent variables that
appear in Table 2. Descriptive statistics reported are for 1,620 organization-
occupation observations in the NOS. Analyses in this chapter examine sub-
sets of these in which there had been external hiring within the two years
prior to the survey, or in which vacancies were ever filled using current em-
ployees. More details on measures in the NOS appear in Kalleberg et al.
(1996).

Size. Natural logarithm of the number of full-time employees in the es-
tablishment (mean, 4.31; standard deviation, 2.17).

Multisite organization. Dummy variable identifying the 57% of observa-
tions from establishments that are part of larger, multiple-establishment
organizations.
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Personiel department. Dummy variable identifying the 38% of observa-
tions from establishments that have a separate department or section re-
sponsible for personnel and / or labor relations.

Job descriptions. Dummy variable identifying the 78% of observations
from establishments in which there are written job descriptions for
most jobs.

Union presence. Scale combining four items indicative of the presence of
unions (mean, 1.41; standard deviation, 0.60).

Public sector. Dummy variable identifying the 28% of observations from
establishments operated by federal, state, or local governments.

Nonprofit sector. Dummy variable identifying the 8% of observations
from private, not-for-profit establishments.

Training. Dummy variable identifying the 66% of observations in which
those in an occupation had received formal training within the past two
years.

Multiple levels. Dummy variable identifying the 57% of observations in
which an occupation has more than one level.

Occupational categories. Core and GSS occupations were classified into
three-digit 1980 Census codes by the NOS, and were subsequently
grouped into the six broader classes used in this chapter. No specific occu-
pational title was used by the NOS when asking about “managers and
administrators,” so all observations for these occupations are in the “man-
agerial” group. Overall, 43% of observations are managerial, 15% are pro-
fessional, 14% are in sales or service occupations, 9% are in administrative
support occupations, 3% are in craft occupations, and 17% are in semi- or
unskilled occupations.

Average pay in job. Natural logarithm of informant’s report of the typical
earnings of an employee in an occupation. Findings in Kalleberg and Van
Buren (1996) were used in regression-imputing some missing data (mean,
10.10; standard deviation, 0.63).

NOTES

A previous version of this chapter was presented at a conference on Social Net-
works and Social Capital held at Duke University, Durham, NC, October 30-No-
vember 1, 1998. Data collection and writing were supported by National Science
Foundation awards SES-8911696 and SBR-9511715. I am indebted to Elizabeth H.
Gorman for discussions and assistance, and to Ronald S. Burt for helpful
comments.

1. While Barber’s three stages are an extremely useful heuristic device for con-
ceptualizing the staffing process, in practical situations the stages may be
blurred or folded onto one another. Many searches to fill academic positions
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correspond rather closely to Barber’s model. At the other extreme are situ-
ations such as “spot” hiring for daywork or temporary work (e.g. McAllis-
ter 1998; Henson 1996), in which recruitment, selection, and choice take
place almost simultaneously. Moreover, Barber’s three-stage model is most
suitable for “needs-driven” staffing in which recruitment activity is initiated
by the departure of a previous employee or a decision to expand. Some
staffing activity is instead more opportunistic: the decision to create a posi-
tion occurs after the employer becomes aware of someone who might fill it
(Granovetter 1974: Chapter 4; Snow & Snell 1993). In opportunistic staffing,
some stages (e.g. applicant generation) of Barber’s model may be omitted,
and the temporal ordering of others may be inverted.

This is evident in data from the study analyzed below. The typical number
of external applicants considered for a position was significantly larger if
the establishment relied on newspaper advertisements, the posting of signs,
employment agencies or placement services, or unsolicited inquiries as
recruiting sources. Estimates are that using advertisements “frequently”
rather than “never” increases the size of a pool by a factor of about 1.8, con-
trolling for establishment size, occupation, and the use of other sources. By
contrast, the size of an applicant pool did not vary significantly with reliance
on employee or business / professional referrals; the sign of the regression
coefficient for the latter type of referral was, however, negative.

Such systems often specify that referrals must accept positions and remain
in them for a specified length of time before the referring employee receives
the bounty or bonus.

A work establishment refers to a specific geographic site or address. Some
establishments lie within larger, multisite firms or organizations. The sam-
ple of establishments was drawn as part of a topical module on “Organiza-
tions and Work” included in the 1991 General Social Survey (GSS; see Davis
& Smith 1996). In 1991, the GSS interviewed a random sample of 1531 En-
glish-speaking U.S. adults. At the end of the interview, each employed re-
spondent was asked to give the name, address, and telephone number of
her/his workplace; married respondents were asked to provide the same
information about the workplaces of their employed spouses. This gener-
ated a multiplicity sample in which work establishments have known, but
unequal, probabilities of inclusion; the probability that an establishment is
included in the NOS is proportional to its number of employees. Thus, there
are more large establishments in the NOS than would appear if workplaces
were to be drawn at random from some listing of establishments. The un-
weighted NOS sample describes work settings from the standpoint of a typ-
ical U.S. employee, since it gives each GSS respondent equal weight. To
describe instead the population of U.S. work establishments, the data must
be weighted inversely to workplace size. Most figures presented here are for
the unweighted sample; see Winship and Radbill (1994) for recommenda-
tions concerning the use of sampling weights in regression analysis.
Owing largely to the clustering entailed in the area probability design of the
GSS, some establishments were sampled more than once. The data reported
in this chapter include only one record for such duplicated cases. Including
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duplicate nominations, there were 1,127 interview attempts and 727 com-
pletions.

6. Because different filter questions precede the sequences about external and
internal staffing, responses to the NOS staffing items refer to different sets
of occupations. Typically, NOS occupations were filled through both exter-
nal and internal recruitment. Those occupations most likely to be filled in-
ternally, but not externally, were managerial. By contrast, there was a
tendency for professional, sales / service, and lower blue-collar positions to
be filled via external hiring, but not internal promotion or transfer.

7. For occupations in which there was both internal and external hiring—and
in which, therefore, informants were asked to respond to all staffing ques-
tions—the figures are even more extreme. In 55 percent of those cases, at
least one informal method was used frequently; and all interpersonal meth-
ods were “never” part of the establishment’s hiring practices in less than
four percent of those occupations.

8. At least one important issue about social capital has not been addressed in
this chapter. The analyses examined the organizational and occupational
circumstances that invite individuals to draw on their social capital—not
organizational social capital per se. How “organizational” social capital is
to be conceptualized or measured with respect to recruitment processes is
not self-evident. Some aggregation across the individual networks main-
tained by employees, especially those responsible for making staffing deci-
sions, would seem to be involved, however. The findings here do make it
clear that organizational social capital is probably not unitary—instead, em-
ployers must maintain different sets of interpersonal contacts for the distinct
occupational labor markets on which they draw. An intriguing selection
problem for future research is whether employers having better organiza-
tion-level social capital are more apt to rely on interpersonal methods as a
recruitment source.
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Good Networks and Good Jobs: The
Value of Social Capital to Employers
and Employees

Bonnie H. Erickson

Like other chapters in this volume, this paper defines social capital in the
widest sense as the useful aspects of social networks. This general defini-
tion must be specified, however, since social networks have many aspects
whose usefulness varies depending on the kind of outcome and the kind
of context we are interested in (Erickson 2000). I argue that network vari-
ety, or the number of different kinds of people that someone knows, is a
form of social capital valuable to both employers and employees in the hir-
ing process. Network variety is social “capital” in the same sense that ed-
ucation and work experience are human “capital”: all these forms of capital
yield returns in the form of greater employee productivity.

Since hiring is a necessarily dual process matching the supply side (em-
ployees) with the demand side (employers), social capital is also dual. On
the demand side, employers value potential employees with social capital
because employers can convert individual social capital into organiza-
tional social capital by hiring the individual and mobilizing his or her con-
tacts for organizational goals. Varied contacts are productive in the pursuit
of goals concerning critical connections with a firm’s environment, such as
consequential relationships with current and potential clients or suppliers,
ties to other powerful outside actors, channels to key information sources,
or scanning developments in the firm’s industry. Thus social capital is use-
ful for precisely those goals pursued by employees at higher levels. It is
managers and other higher-level employees, not those at the bottom of the
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ladder, who deal with people outside the organization in consequential
ways. For example, lower-level employees may provide routine services to
clients, but do not usually recruit them or make deals with them. Hence,
social capital is a job qualification for many higher-level jobs, but not for
lower-level ones. On the supply side, then, good networks are valuable to
potential employees because they increase chances of getting a better job.

Using positive-seeming terms such as “value” and “productivity”
should not mislead the reader into thinking that social capital’s role in the
hiring process is entirely benign. To the contrary: part of the purpose of this
paper is to expose the important role social capital plays in exploitation
and inequality. Marxians have long argued that employers appropriate
and exploit the labor power of workers; here I point out that employers ap-
propriate the power of employee connections as well as the power of their
work. Wright (1985) argues that employees benefit unequally from their
unequal control of key assets (including skills and organizational posi-
tion); here [ point out that employees also benefit unequally from their un-
equal social capital.

The research reported below makes a unique contribution in several
ways. First, it examines social capital as something valuable i1 itself. Most
past work on networks in the hiring process is devoted to the role of hir-
ing through personal contacts: when do people get jobs, or employers seek
employees, through personal referrals instead of impersonal means such
as advertising? What difference does personal versus impersonal hiring
make? (See Fernandez & Castilla, and Marsden in this volume). Often such
research provides almost no information at all on social capital, since the
only social relationship examined is the one that led to a job, and this only
for those jobs found through personal means. Some research does measure
social capital, but only considers its value as a route to effective personal
hiring: people with better networks are more likely to be able to draw on
a contact that can lead to a good job (see Flap & Boxman in this volume,
and Lai, Lin, & Leung 1998). Attention has been limited to hiring through
networks, not hiring for networks. Yet results below show that employers
prefer to hire people with greater social capital for many upper-level jobs,
and that employees with greater social capital get better jobs whether they
were hired through personal contacts or not.

Second, this chapter clarifies the connections among different forms of
capital in the hiring process. One possibility is that people with better so-
cial capital get better jobs, but the effect is spurious, because people with
better human capital get both better jobs and greater network diversity.
This possibility needs to be examined, given that abundant earlier research
shows strong links between networks and both education and occupation.
But results below show that social capital goes with better jobs and in-
comes even with good controls for education and relevant forms of work



Bonnie H. Erickson 129

experience. The evidence favors an alternate conjecture from earlier net-
work research: it is the effects of human capital, not social capital, that have
been overestimated. Education and work experience predict job outcomes
not only because they have market value in their own right, but at least in
part because they lead to greater network diversity, so that controlling for
social capital reduces (and explains) part of the apparent effect of human
capital. In the study reported here, this is especially clear for work experi-
ence, which seems useful in part because of the valuable contacts developed.

Third, this research looks at the dual hiring process from both sides.
Most studies examine employees or employers, but not both; welcome ex-
ceptions include chapters in this volume (Fernandez & Castilla, and Flap
& Boxman). This chapter gives particularly novel attention to employer
strategies concerning the positions for which they require human and so-
cial capital and their reasons for doing so. Oddly enough, previous re-
search on employers has never directly asked them about social capital as
a job qualification, though some has asked about use of personal recruit-
ment, and a good deal has asked about the role of human capital. Analyz-
ing both employer reports and employee outcomes provides two view-
points on the same process. The two are remarkably consistent concerning
capital: education, experience, and network diversity are all important for
higher-level jobs. Comparing the two views also yields an interesting
though not surprising discrepancy: gender and race have more to do with
job outcomes than employer reports would lead one to expect.

Fourth, this research examines an industry of particular interest, private
security in Toronto. This industry provides guard services, private inves-
tigation, and physical security systems such as burglar alarms and sur-
veillance cameras. It is an industry in which networks should play a lively
and revealing role, in part because firms tend to be smaller, single-site firms
whose lower level of bureaucratization calls for network solutions to
organizational problems such as a greater use of personal hiring (see Mars-
den in this volume). Further, the industry has negligible professionaliza-
tion or government regulation; it operates with freewheeling capitalist
competition reminiscent of the early capitalism in a Charles Dickens novel.
Lacking formal ways to certify the value of their services, or to assess the
value of supplies, access information, or perform other essential functions,
firms must often rely on networks. Thus the value of social capital is ex-
tensive enough to provide a valuable first look at this neglected topic. Any
investigation of the hiring process must be located within one or more spe-
cific industries, given that there is no single process: hiring processes vary
from industry to industry, as earlier work on both the supply and the de-
mand sides has shown.

I'begin with a review of the two largely separate literatures on employer
hiring practices and on the role of networks in getting a job, and use these
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reviews to help develop more specific hypotheses about the role of social
capital. Since employers generally have more power to shape hiring pro-
cesses, | begin with their side.

EARLIER RESEARCH

Employer Hiring Requirements

Partly in response to Granovetter (1974, 1995), research on employers’ hir-
ing requirements has revived recently. Bills (1992) provides a useful recent
review. Work on employer standards routinely does not mention social net-
works. Researchers usually ask about education, experience, and other
personal attributes (Bills 1992) or about formal screening devices such as
reference checks and tests (Marsden 1994b). Even when researchers give
employers open-ended probes, employers still reply in terms of education,
experience, job history, and personality (Bills 1988:80-81). When networks
are mentioned at all, it is not as a job qualification but as part of the re-
cruitment process (e.g., Bills 1992:17, Marsden 1994a).

This lack of mention need not mean that networks do not in fact count
as qualifications. Employers are typically inarticulate about how they hire
and why (Bills 1992:23), and may not mention networks because no one
has asked about them. Further, many employer surveys focus on lower-
level jobs, which are just the kinds of jobs for which networks are not seen
as assets. Yet some studies of high-level management show that the net-
works of higher-level employees can make a serious difference to a firm.
For example, Geletkanyczm and Hambrick (1997) show that both com-
pany strategy and company performance respond to the ties that top ex-
ecutives have to people outside their firms. Moreover, the effects depend
on the type of industry, consistent with Granovetter’s insistence on the im-
portance of studying one structural location at a time.

Thus, earlier work hints that networks may be a part of upper-level em-
ployee productivity, and hence valuable enough to be worth hiring for at
such high levels, but available material is quite thin. What, then, is the
value of networks, and for what kinds of work? Some jobs include re-
sponsibility for negotiating and maintaining important social relationships
across the boundary between a firm and its environment. Company rep-
resentatives recruit clients, work with existing clients, negotiate with sup-
pliers, monitor markets, seek useful information, and deal with important
outside organizations, such as governments. People are better equipped to
do such work if they have a wide variety of contacts that give them access
to people and social locations with resources that are useful to their firms.
Thus network variety is social capital in this context, because network va-
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riety predicts wide-ranging access to external resources valuable to em-
ploying firms. This general conceptualization fits nicely with Lin’s position
generator, or, asking respondents whether they know anyone in each of a
variety of occupations (see Lin, Hsung, & Fu in this volume). Lin’s classic
measure uses occupations ranging from high to low in prestige, a useful
indicator of the overall variety of ties and of their access to varied resources
differentially available up and down the ladder of prestige. It is a measure
like a Swiss Army knife, fairly good for a wide range of work in different
settings, and hence useful in studying a mix of industries as in a sample of
people in a city or nation. But such an all-purpose tool is not ideal for spe-
cific settings within which particular kinds of ties will be the more power-
ful tools. For example, general network variety would be of little use to a
newly minted sociologist looking for a job; he or she would be better off
with contacts in a variety of sociology departments. Thus I developed a
measure of varied contacts especially useful in the security industry, us-
ing key informant inputs. I also asked employers to explain what contacts
they wanted in employees, and why such contacts were useful, material
that underlines the appropriateness of the specific social capital measure
used here.

Important external relationships have serious effects on firm fortunes,
so such activities are typically defined as important work suitable for
higher-level positions. Thus a good network is an asset for some kinds of
good jobs. Good external networks are not prerequisites for all good jobs;
for example, some management jobs, such as accounting, have primarily
internal, not external responsibilities. The point is rather that good net-
works are an asset for many better jobs and very few worse ones. Some
lower-leveljobs also include working with outsiders, but in more narrowly
defined ways that do not call on the worker’s network as a resource. For
example, retail sales clerks serve many customers but do not usually milk
their networks to provide new customers (it is management’s job to draw
the customers) nor engage in the kind of extensive and discretionary in-
teraction that could draw on social skills that a rich network can help to
teach. Thus employers want good contacts for many higher-level jobs and
few if any lower-level ones.

So far, | have argued as though there were only two choices for em-
ployers: to require social capital for jobs in which it would be useful and
to ignore social capital for other jobs. But this is not quite the whole story.
Social capital may be desirable, irrelevant, or undesirable and even re-
pressed. As Portes and Landolt (1996) remind us, social capital has a down
side even though it is usually discussed in terms of its considerable bene-
fits. In competitive situations, one person’s social capital advantage may
mean another person’s loss. From an employer’s point of view, employee
social capital can be an asset if used for the firm but a threat if used by the
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employee to set up another rival firm, or used by the employee after de-
fecting to another firm. Some employers, as shown below, are leery of
such threats and actively try to prevent them. Burt (1992) argues that well-
structured networks give information and control benefits that enhance
individual careers, and entrepreneurial people both benefit from entrepre-
neurial networks and try to enhance the structural value of their networks.
Here I add that the people best able to enhance their network competi-
tiveness are precisely those at the top of a firm, since they have the power
to define work and networking opportunities for potential rivals below
them, and top-level people sometimes try to enhance their own net-
works’ value by limiting the networks of others. Employers also limit the
networking opportunities of lower-level employees in a less deliberate
manner, by defining their jobs in ways that limit the scope of employee in-
teractions with outsiders.

Thus employers (1) need to meet a variety of important goals in con-
necting to the external environment, (2) see that they can mobilize em-
ployee networks to meet such goals, (3) hence want employees with varied
contacts to meet varied objectives, and (4) define such goals as important
enough to be the work of upper-level employees, hence (5) make good con-
tacts a job requirement for some externally oriented upper jobs, while (6)
ignoring contacts in hiring lower-level people who have limited external
responsibilities—and even seek to contain lower-level employee net-
works, since these are of no great value to the firm but could become a
threat if employees set up rival firms or defect to other firms with their so-
cial capital.

Employees and Their Networks

A quarter of a century ago, Granovetter (1974) launched a major research
area concerning the use of personal contacts in getting a job. His original
work showed that male professional, technical, and managerial workers
used contacts often and profitably. Recently, in the second edition of his in-
fluential book, Granovetter (1995) gave a thoughtful review of the many
studies that followed his. Research has found great variation in how much
personal contacts are used to get jobs and in how jobs found through con-
tacts differ from those found by other means. Granovetter traces the vari-
ations to differences in (1) people’s networks, which vary in the number
and type of useful contacts they include, (2) employer strategies, which
vary in emphasis on personal or impersonal methods of recruiting labor,
and (3) the wider institutional and historical context within which people
seek jobs and employers seek labor. Thus, from the employee’s point of
view as well as from the employer’s, it is essential to locate research within
specific settings rather than combining many different labor markets
within which networks will work differently.
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Voluminous, intricate, and useful though this research tradition is, it has
one astonishing gap: social networks. Very few studies include any infor-
mation on people’s networks; most studies record the type of tie used to
get a job, if a tie was used, and the rest of a person’s network is a mystery.
The few studies that do include wider network information are primarily
concerned with networks as potential sources of contacts leading to jobs.
Yet, as argued above, the worker’s network can be an asset in itself, as a
whole, quite apart from its ability to provide a job lead.

Of the relatively few studies that include social capital, Lai, Lin, and
Leung (1998) is the most recent and the most similar in approach to the
study reported in this paper. (Lin 1999 provides a recent review of social
capital and status attainment). Lai, Lin, and Leung (1998) show that peo-
ple with greater social capital find jobs through contacts with higher sta-
tus, and higher-status contacts produce higher-status jobs. While this is a
valuable addition both to the status-attainment literature and to work on
getting a job through personal means, the study is not concerned with the
possible role of social capital as a job qualification in itself. Thus Lai, Lin,
and Leung did not attempt to identify jobs for which employers might re-
quire good networks, but instead used occupational prestige as their out-
come variable. Jobs of similar prestige can vary widely in their specific
requirements, so it is not surprising that they found no effect of social cap-
ital on status attainment for people who did not use a contact to find their
jobs. The negative finding is also related to the fact that Lai, Lin, and Leung
were interested in the overall status-attainment process rather than with
specific labor markets and hence worked with a general measure of social
capital. Though this measure is very similar in structure to the one used
here, and indeed an earlier report on it (Lin & Dumin 1986) was a model
for the measure used here, their measure is not as tailored to the kinds of
contacts that employers in a specific industry might want for a specific set
of jobs. Differences in scope (a community survey for them, and industry
study here), in measures of social capital (global for them, more industry-
specific here), and in the job outcome (general occupational status for
them, industry-specific job level and income here) all contribute to a strik-
ing contrast of results that makes a good deal of sense. Blending different
types of social capital, jobs, and labor markets, they find that social capital
leads to a better job only for those who get a job through a contact, and
leads to a better job by leading to a higher-status contact. Working in a spe-
cific setting, the work reported below shows that social capital leads to bet-
ter jobs and better pay whether these jobs are found through personal contacts
o 1ot.

Looking at the social and human capital that workers have, and the
level and income of the jobs they have, will show whether good networks
make their own contribution to getting a better job. It will also help to clar-
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ify some of the interconnections among these forms of capital. Notably,
controlling for work experience often erases the apparent effect of using
contacts on job quality, but work experience may be valuable in part be-
cause it allows people to build up better networks, so controlling for ex-
perience may control away network effects (Bridges & Villemez 1986). The
work reported below shows that work experience does indeed have some
of its effects through the network diversity that greater experience helps
to bring,.

METHODS

The Toronto Security Industry and Our Sample

Consistent with the arguments above, which call for setting-specific analy-
sis of both employer requirements and the value of social capital to em-
ployees, this study examines one industry in one large market: the private
security industry in Toronto. The industry includes hundreds of firms and
thousands of workers in distinctly different jobs of varying type and de-
sirability, important forms of variation for the theoretical issues in this pa-
per. The research includes both interviews with employers about their
hiring requirements and interviews with people these employers have
hired into the jobs the employers describe, so that both sides of the hiring
process can be directly compared for the same labor market.

The research team developed a list of security companies from the Yel-
low Pages, a list of licensed guard and investigation firms, and preliminary
telephone checks. Of the firms still in business at the time of our survey,
161 companies, or just over 50 percent, cooperated with the research. Grad-
uate-student research assistants conducted interviews with employers and
most employees, and collected self-completed questionnaires from some
employees, May 1991 to January 1992.

With a response rate of 50 percent, our data on employers compare fa-
vorably to other samples of employers, who are notoriously hard to reach;
credit belongs to the energetic assistants, who took turns making up to a
dozen call-backs to companies. The sample of employees is more haphaz-
ard since we were dependent on employers to provide access. Some com-
panies refused, some let us approach employees at work, some let us solicit
volunteers through notices, and some let us take random samples from
personnel lists. The final sample of 281 employees is thus not random, but
it is reasonably representative. The sample includes employees well dis-
tributed across the major occupations in this industry (see the Ns in Table
1 below) and the major kinds of employing firms (employees described the
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Table 1. Good and Bad Jobs in the Security Industry

Job Income Autonomy Routinization N
Manager 8.4 14.3 2.1 79
Salesperson 7.8 14.5 2.4 50
Investigator 6.1 13.2 2.2 33
Supervisor 5.8 13.0 2.8 46
Hardware 7.0 13.6 23 36
Clerical 55 13.0 2.8 29
Guard 4.5 1.9 3.2 89

Note: Cell entries are mean values for scales described in the text. Some people contribute
to more than one row (see discussion in text); the number of unique respondents is 281.

work done by their firms; 44 percent reported alarm installation, 42 per-
cent reported guard work, and 36 percent reported investigation, with fig-
ures adding up to more than 100 percent because some firms offer multiple
services). For guards and investigators, we can compare the sample to re-
sults from the 1991 census (Campbell & Reinhard 1994); see Appendix 1.
Census and sample groups are similar in gender composition, rate of do-
ing part time work, percentage of high school graduates, and mean yearly
income. The sample may have somewhat higher incomes and somewhat
more highly educated guards, but overall the similarities are strong con-
sidering that the comparison is unavoidably imperfect: the sample comes
from the Toronto area, while the census results are national, and the sam-
ple includes only workers in the private security industry while the cen-
sus includes guards and investigators in government organizations or
in-house security services.

Since this was a one-shot survey, causal order is unavoidably more am-
biguous than in longitudinal studies such as Flap and Boxman or Fernan-
dez and Castells in this volume. Since the survey is limited to those already
working in the industry, | cannot compare those who got jobs to those who
did not, but can only compare better and worse job outcomes within the
industry. A variety of selection effects may well be hidden.

MEASUREMENTS

[ tirst describe the major kinds of jobs in the security industry, including
their work, their desirability as better or worse jobs, and their networking
responsibilities. Next I explain how we observed employer hiring require-
ments for these jobs, and last, employee capitals and control variables.
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Good Jobs and Bad

We asked employers about eight jobs that are important in security work
and that vary greatly in their desirability and tasks: managers, salespeo-
ple, consultants, investigators, supervisors, hardware workers, clerical
workers, and guards. We also asked employees to report their jobs and job
characteristics. In practice, it turned out, there is little distinction between
consulting and selling: although a very few firms specialized in advice and
referrals while doing no direct security work themselves, consulting usu-
ally meant advising the client on which of the firm’s services to buy and
how to make best use of them. Thus there is no useful employee reporting
on consulting work as such. Job categories often overlap; for example, a
member of a small investigation firm may do both management and in-
vestigation work. Since overlap is a real and extensive part of security
work, Iinclude employees under each kind of job they report doing when
giving simple descriptive tables for jobs, even though this means that job
categories are not mutually exclusive and statistical tests must be foregone
(though tests will appear in the multivariate analyses of employee level
and income, for which they are appropriate). I do define clerical workers
as those who report doing only clerical work because office workers differ
in important ways from other security workers. Much of their work is not
specific to security as such but is generic office work, and clerical work is
the only job category filled mainly by women. Clerical workers in this sam-
ple are 89 percent women, while workers in other job categories range from
69 percent men (for supervisors) to 92 percent men (for hardware workers).

Table 1, discussed below, summarizes employee reports of key indica-
tors of job desirability for the seven jobs other than consulting. Inncome is
personal income before taxes, measured on a 14 level scale from under
$5,000 to $135,000 or more. Autonomy is the sum of four items asking
whether people made decisions on their own, whether their supervisors
decided what they did and how they did it, whether they controlled the
speed at which they worked, and whether they had freedom to decide how
to do their work; for each item, four response categories ranged from
“never” to “almost always,” and were recoded as needed so that higher
numbers indicate higher autonomy. Possible values range from 4 to 16.
Cronbach’s alpha, .71, indicates good reliability. Work routinization is a sin-
gle item asking how often the worker does the same thing over and over,
with responses again ranging from “never” (1) to “almost always” (4). In
the text of the job descriptions below, I also report occupational prestige
scores when available in an updated internationally comparable version of
the Treiman scale (Ganzeboom & Trieman 1996).

Managers have very high levels of income and autonomy and low lev-
els of routinization (Table 1). The appropriate prestige scores are variable,
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from 52 for the general manager of a small business service firm to 70 for
the head of a large company; 60, a reasonable overall value, is higher than
the scores for every other job except investigator (also 60). As in other in-
dustries, security managers have high levels of variety and responsibil-
ity and their duties can include high-level negotiations with important
outsiders.

Salespersons report the highest levels of autonomy and are second only
to managers in income and absence of routinization. Salespersons interact
with clients in consequential ways, most often on the client’s turf, so sell-
ers can and must work independently. (Much the same is true of consul-
tants.) Prestige scores are not available.

Investigators have work more specific to security than the more generic
work in management and selling. Investigators check up on people who
may have made fraudulent insurance claims, or “floor walk” in a store pre-
tending to be a customer while really looking for shoplifters, or work
undercover as a company employee while detecting possible employee
thefts, or trace missing persons, or serve documents, and so on. Investiga-
tors may or may not have much role in negotiations with clients or sup-
pliers, but they often work independently in jobs that call for adept people
handling and creative problem solving on the spot, and they often seek in-
formation from people outside their firm. Their pay and autonomy are
moderate, and their work is little routinized.

Supervisors are usually promoted from the ranks of their own or a simi-
lar company, have only a little more power than the people they supervise,
and often share in the same work as those they supervise. Thus they are
only a little better off than clerical workers and guards in their income, au-
tonomy, and routinization. Supervisors have primarily internal responsi-
bilities such as assigning guards to shifts, and their contacts with outsiders
are at most limited.

Hardware workers install or service security devices from simple home
alarms to complex computer-controlled security systems. Most of their
work is done on the client’s premises and requires discretion and judgment
in dealing with the client and adapting hardware to the client’s needs. The
work also calls for blue-collar skills such as electronics (an essential aspect
of any alarm) and construction (since many alarms are installed in the fab-
ric of buildings); these skills are well paid outside security. Thus hardware
workers are quite high in income and autonomy (behind only salespeople
and managers), and their work is as little routinized as that of managers
or investigators. Though in these respects hardware jobs are good jobs,
they are very much good blue-collar jobs, and fieldwork observations sug-
gest that such jobs lack the prestige and status of nonmanual work. While
alarm workers have no prestige scoring of their own, their prestige levels
probably resemble those of blue-collar workers with similar skills, such
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as construction and electronics, which have prestige scores of 34 and 38
respectively.

Clerical workers do typical office work and, like their equivalents in other
industries, report signs of a bad job: relatively low income and autonomy,
relatively high routinization. Though worse off than hardware workers in
these features of work, clerical workers are comparable or better off in pres-
tige. Clerical work in general has a prestige score of 37, though prestige
rises as high as 53 for a secretary. Office workers have little to do with out-
siders beyond such trivial matters as preparing correspondence with them
or greeting them when they call.

Guards clearly have the worst jobs in the industry, with the worst in-
come, lowest autonomy, and greatest routinization. Guards typically go to
a post, follow a simple set of unvarying procedures such as patrolling a
building, make a report, and then do the same thing the next day. Their
prestige score (30) is the lowest in the industry. Though guards often in-
teract with outsiders, they are limited to narrow tasks. A guard may greet
the residents of a condominium and assist them with small services such
as looking after parcels, or direct shoppers in a mall to the washrooms.

Table 1 and prestige scores show that security jobs vary considerably in
how desirable they are. The job descriptions above show that more desir-
able jobs tend to include more responsibility for relatively demanding and
consequential forms of work with people outside the firm.

Hiring Requirements

To assess employer hiring requirements, interviewers asked a senior com-
pany representative (the owner or a top manager) to describe these for each
of eight important jobs in the industry. Since employers tend to be inartic-
ulate and need to be pressed for information on hiring (Bills 1992:23) the
question wording is important. In this study we asked employers equally
probing questions for all three forms of capital:

We are interested in the qualifications that your company requires for em-
ployees of various types. Do you have minimum standards of education for
these jobs? If so, how much education, and what type?

Does your company require specific kinds of prior work experience for these
positions? If so, please briefly describe your requirements.

Does your company require that employees for these positions have good
contacts? For those where you do require contacts, what kind are useful?

Though 161 company representatives gave interviews, they described only
hiring requirements for jobs their company would hire for, so the number
of respondents for each type of job varies from 53 for guard jobs to 116 for
manager jobs.
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Employee Social Capital

Using a format similar to that of Lin and Dumin (1986) I measure social
capital in terms of the variety of different social locations in which a per-
son has a contact. Interviewers asked:

Now I am going to ask you whether you know anyone in a certain line of
work at all, in the Toronto area—for example, whether you know any
lawyers. Please count anyone you know well enough to talk to even if you
are not close to them.

The measure includes nineteen categories: business owners outside your
own company, business managers who run an establishment other than
your own company, supervisors, lawyers, doctors, engineers, professors,
school teachers, bankers, insurance brokers, accountants, carpenters, elec-
tricians, locksmiths, plumbers, and four ranks of police (constable, ser-
geant, detective, inspector). Social capital is the simple count of the number
of different categories in which the respondent reported knowing someone.

The categories are quite varied in general ways, so the measure can be
read as a measure of access to positions ranging in occupational prestige,
like the measures used in Lin and Dumin (1986) and Lai, Lin, and Leung
(1998). An alternative general interpretation is that the categories represent
different classes and class fractions defined by control of company owner-
ship, company management, professional skills, semiprofessional skills,
and blue-collar skills (Wright 1985). But it is important to note that these
general conceptions of network variety have been given specific indicators
for access to information, resources, and skills especially valuable in the se-
curity industry. Business owners and managers, and many professionals,
are valuable potential clients for company or office security contracts. Any
of the categories could provide clients for home alarms, especially since the
categories emphasize the higher-class and higher-income groups that most
often buy home security (Hagan 1992.) Blue-collar workers have skills nec-
essary for security hardware, while the police and several of the profes-
sionals and semiprofessionals can provide information invaluable for /to
investigation work. Thus this is a measure of social capital, both in the gen-
eral sense of access to a wide range of useful resources, and also (and even
more) in the sense of access to resources useful in the industry within
which employees work.

Employee Human Capital

Human capital includes both education and work experience. The general
measure of education is years of formal schooling completed. Respondents
also reported whether or not they had each of three kinds of vocational
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training potentially relevant to security work: law enforcement (useful for
guards or investigators), electronics (useful for hardware workers), and
business (useful for managers and office workers). Unlike many, if not
most measures of work experience, the measures here used are not limited
to overly general ones such as years in the labor force. Instead, the general
measures are years of experience in the security industry before starting
one’s current job, and years of tenure in one’s current job. Respondents also
reported whether or not they had experience in specific kinds of work rel-
evant to some security jobs: prior experience in management, and any ex-
perience in sales, police, electronics, and computers.

Other Employee Characteristics

When predicting employee level and income [ will include three important
control variables: age (in years), gender (1 = male, 0 = female), and race
(respondents were coded 1 = nonwhite if the ethnic group they felt most
a part of was Chinese, Japanese, Native Canadian, West Indian, African,
Korean, Vietnamese, East Indian, or Pakistani, and otherwise coded 0 =
white).

Getting a Job

Respondents reported how they got their current positions; they were
coded as using a personal contact if they reported that there was anyone
who helped in any way to get the job.

RESULTS

What Employers Want: Hiring Requirements for
Security Jobs

Table 2 shows how often employers reported requiring each possible com-
bination of contacts, experience, and education for each of the eight jobs
they were asked about. For example, the first row shows that 116 firm rep-
resentatives reported their firms’ hiring requirements for managers: 33
percent of the employers reported requiring contacts, experience, and ed-
ucation; 9 percent reported requiring contacts, experience, but not educa-
tion; 1 percent reported requiring contacts, education, but not experience;
and so on.

To analyze hiring requirements we need to know both which kinds of
jobs have more or less similar requirements and which combinations of re-
quirements go together in specifications for similar jobs, since we are in-
terested both in differences among jobs and in ways that different kinds of



Table 2. Employer Hiring Requirements

Column
Row 1 2 3 4 5 6 7 8 Row N
CONTACTS Y Y Y Y N N N N
EXPERIENCE Y Y N N Y Y N N
EDUCATION Y N Y N Y N Y N
1 Managers 33 9 1 1 22 21 3 10 116
2 Salespeople 26 23 5 8 7 16 3 11 87
3 Consultants 20 20 2 5 20 16 2 15 55
4 Investigators 14 13 6 7 26 12 7 14 69
5 Supervisors 11 6 0 0 39 21 6 16 80
6 Hardware 9 5 0 3 36 20 14 14 66
7 Clerical 2 4 2 1 36 24 12 23 110
8 Guards 0 2 0 6 21 8 26 38 53
Column N 99 63 12 22 164 115 54 107 636

Note: Entries are row percentages, showing how often each possible combination of three possible requirements (contacts,
experience, and education) was reported as required, for each of eight jobs. Y = required; N = not required. For further ex-
planation see text.
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capitals get packaged together in employer practices. Fortunately Breiger
(1994) has developed an appropriate procedure, COMBINE. Briefly, COM-
BINE starts from a crosstabulation of counts (here, the raw data underly-
ing Table 2) and combines rows with similar distributions and columns
with similar distributions. COMBINE merges the pair of rows with most
similar distributions first, then the most similar pair of rows in the new
table, and so forth until all the remaining rows in the collapsed table are
statistically different and hence should not be combined. COMBINE does
the same for columns, and finally finds the best collapsing of both rows and
columns. We can thus see both which sets of rows and columns have sig-
nificantly different distributions and which of the differences are more sig-
nificant. (For a more detailed description of COMBINE, see Beiger 1994; for
statistical details of the analysis of Table 2, contact the author).

Table 2 summarizes the COMBINE results visually. The wide shaded
horizontal bar between rows 4 and 5 shows the divide between jobs with
the most distinct patterns of hiring requirements, rows 1-4 versus 5-§;
within this major division, the narrower shaded horizontal bars divide jobs
that have somewhat less different, but still significantly different patterns
of hiring requirements (row 1 versus rows 2-4, and rows 5-7 versus 8);
and rows not divided by a bar have similar patterns of hiring requirements.
[t is easy to see these row similarities and differences in Table 2, since more
similar rows are put closer to each other, and the table reports row per-
centages. Similarly, Table 2 uses a thick shaded vertical bar to indicate com-
binations of hiring requirements that have the most different distribution
over jobs (columns 1-4 versus 5-8) and thinner bars to indicate combina-
tions somewhat less distinct (column 1 versus 2—4, and columns 5 and 6
versus 7 and 8).

Overall, Table 2 shows, social capital is quite often a job requirement
though not as often as the more familiar human-capital components. Of all
the 636 descriptions of job requirements, 31 percent included contacts, 52
percent included education, and 69 percent included experience. Though
it is striking and important that fully a third of job requirements include
contacts, Table 2 shows something far more profound: social capital is the
most important form of capital in terms of the dual structure of jobs and
requirements. The wide vertical shaded line in Table 2 divides the most dif-
ferent requirement bundles, which are just those that do or do not include
social capital. This deep structural split interlocks with the split between
the two sets of jobs most different in their hiring requirements: managers,
salespeople, consultants, and investigators compared to supervisors, hard-
ware workers, clerical workers, and guards. This is a split between good
white-collar jobs and other jobs. It is pretty much a split between good
jobs and bad, except for hardware workers, who have good but blue-col-
lar jobs. The deep split interlock between jobs and requirements is simple:
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employers often require contacts for good upper-level jobs and rarely re-
quire contacts for other jobs. The frequency with which employers require
contacts (with or without human capital) is 44 percent for managers, 62
percent for salespeople, 47 percent for consultants, and 40 percent for in-
vestigators, contrasted with 17 percent for supervisors, 17 percent for hard-
ware workers, 11 percent for clerical workers, and 8 percent for guards.

Thus employers seemed to want contacts for higher-level people whose
work included consequential forms of the company’s external affairs. This
interpretation is bolstered by the more detailed comments employers
made on the kinds of contacts they wanted, and why they wanted them.
They wanted contacts in order to monitor the environment in general
(“your job is to be constantly around what is happening in the environ-
ment, so you can attack it and address it” [#136]); to monitor the security
industry in particular (“to hear what’s going on in the industry” [#306]);
to gain access to services and resources (for example, through ties “such
that favors are owed” [#102]); to recruit new customers (“for new busi-
ness” [#306]) as well as keeping the loyalty of old ones; to collect informa-
tion generally (“to get information you usually won’t get or have to pay
for through the nose” [#364]); and to maintain good relationships with
powerful external organizations (“a good rapport with police and the lo-
cal authorities” [#141]).

The seriousness of contact requirements was clear from their frequency,
from their close link to jobs with important external responsibilities, and
from the care with which employers went on to describe the particular
kinds of contacts they sought (Table 3). Contacts for managers and sales-
people seemed to be especially important, since employers described these
in detail most often (57 described valued contacts for managers, 40 for
salespeople). Employers report wanting managers with a wide range of
specific contacts including ties to the security industry, clients, suppliers,
police, and government. Moreover, some employers want diversity as
such. Some want to target any organization that might have a security need
{”senior management contacts is really what it comes down to; member-
ships at golf clubs would be very handy” [#19]). Five percent of the men-
tions explicitly included variety, for example “all available” {366]. Thus
social capital in the form of a diversified network is an asset for many man-
agement positions. Salespeople are expected to focus more on current and
prospective clients, but also need a wide range of ties to do so. Much the
same is true of consultants (who are often salespeople as well) except that
they sometimes need ties to suppliers (especially suppliers of security
hardware). For investigators, most of the required ties are channels for ac-
cess to crucial information: ties to police, government, or various other
sources. Though the particular form of useful variety varies, network va-
riety is an asset for all of these relatively good jobs.



Table 3. The Kinds of Contacts Employers Want

Security  Current  Potential Varied Own
Industry  Clients Clients ~ Suppliers Police Governments Informants Ties Firm

Managers 25 16 21 11 18 5 0 5 0
Salespeople 15 25 48 8 5 0 0 0 0
Consultants 14 14 43 21 7 0 0 0 0
Investigators 7 0 13 0 27 13 13 27 0
Supervisors 14 29 0 29 0 0 0 0 29
Hardware 33 0 0 67 0 0 0 0 0
Clerical 0 0 0 0 0 0 0 0 100
Guards 0 0 0 0 0 0 0 0 0

o == o

Note: Except for the row Ns in the last column, entries are row percentages.
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In striking contrast, employers had little to say about the kinds of con-
tacts required for other jobs and some of what they did say concerned ties
inside their own firms such as learning from coworkers: “saying ‘how did
you do this job?” or things like that so that you can share information”
[#136]. Examples of external ties were often low-level matters such as rou-
tine ordering of supplies. Several employers explained why they did not re-
quire contacts for the lower-level positions: the work includes meeting
outsiders in only very limited ways. For example, hardware workers “con-
tact the customer, but they don’t deal with them in terms of sales or that sort
of basis. They go, they meet them, they go to the job and do the work”[#13].

Some employers not only see no need for their lower employees to have
contacts, but actually want to limit their contacts. One reason is security. In
undercover work, a widely know investigator cannot easily pretend to be
someone else, and cannot easily avoid reprisals from people he or she has
sent to jail. Even apparently innocuous jobs like monitoring alarm signals
can arouse concern (“they shouldn’t let anyone know where they work . . .
who knows who's going to try to break in, try to do some wonderful stuff
to the employees” [#136]). But another reason is protection of the employ-
er’s own interests against the potential threat of competition. Employers
constantly face the possibility that employees may learn the business,
make contacts, and go into business (“one of the biggest problems in this
business is taking two years to train someone and having them start a small
company out of their trucks” [#142]). If employers can keep employee con-
tacts limited, they maintain a structural hole (Burt 1992) such that em-
ployees cannot develop the contact base needed to become rivals, and
clients cannot recruit employees to provide services at reduced rates. Some
employers even deny the value of contacts for higher-levels jobs, arguing
that they themselves supply all useful contacts (“I've got contacts” [#15]);
whether or not such employers are deliberately restricting the employees’
contacts, their strategy will have that effect.

To see the role of human-capital requirements and how they combine
with social-capital requirements, we must turn to the less significant divi-
sions in Table 2. Let us begin with the upper-left hand quadrant of Table 2,
the region of externally oriented jobs (rows 1-4) and job requirements, in-
cluding social capital (columns 1-4). Within this region we see the inter-
lock of the significant difference between managers and other upper-level
jobs (row 1 versus 2—4), and between requiring all three forms of capital or
not (column 1 versus 2—-4). The defining difference here is that employers
most often want it all for managers (33 percent of the time, employers re-
quire contacts and experience and education) while they often skip the ed-
ucation component for salespeople, consultants, or investigators. Table 2
as a whole shows that education is required most often for managers. Thus
education may be a valuable form of human capital for manager-level
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jobs only. Further, one thing that all four of the upper-level jobs have in
common, and one thing that distinguishes them from other jobs, is that
they not only often require contacts but almost always require contacts in
combination with experience (compare the moderately high percentages
in columns 1 and 2 to the small ones in columns 3 and 4). This implies
that employers are looking not only for contacts, but for the specifically
useful contacts that experience is likely to provide. Thus part of the value
of experience is just its ability to generate contacts, especially for higher-
level jobs.

Continuing with the four higher-level jobs, the upper-right quadrant of
Table 2 shows results for hiring requirements that do not include social
capital. Many employers did not report requiring contacts, presumably be-
cause their upper-level jobs had limited external responsibilities; again, so-
cial capital is an asset for some, not all, upper-level jobs. Combining the
upper-left and -right quadrants, we can see that employers very often re-
quired experience for upper-level jobs, but only sometimes added educa-
tion requirements as well, suggesting that employers value experience
more than education. I return to this below, when describing the specific
types of education and experience employers report wanting.

The lower-left quadrant of Table 2 is another reflection of an earlier
point: employers almost never require contacts for lower-level jobs. Inter-
esting differences among lower-level jobs show up in the lower-right
quadrant, where we see that employers more often than not want experi-
ence for lower-level jobs—except for security guards, for whom they re-
quire little. Most security guard work is easy to learn and poorly rewarded,
so employers neither see a need for extensive qualifications of any kind nor
are willing to pay for them. Indeed the modal requirement bundle for
guards (given over a third of the time) is none of contacts, education, or ex-
perience. But employers consider supervisory, hardware, and clerical jobs
to have higher skill requirements. For these jobs, a majority of employers
report requiring experience. As for upper-level jobs, education is a less
common requirement and is rarely required on its own without experi-
ence, suggesting again that experience is more valued.

Given the evident importance of experience, it is important to consider
the specific kinds of experience employers sought, and later below to com-
pare such requirements to the actual outcomes for employees. Employer
comments on experience centered on whether they sought experience in
their own security industry and whether they sought specific vocational
skills available from experience outside the industry. Overall, employers
felt that security-specific experience was important: useful skills come
from “experience on the job” (#136) “in their respective fields” (#143). But
some skills are seen as more transferable between industries than others.
Clerical skills are seen as generic office skills available anywhere, and al-
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most all (26 /27) employers would accept clerical experience outside their
industry for clerical jobs. Selling is also often seen as a generic skill, though
specific knowledge of security products and markets can be valuable, so
half (15/30) the employers accept selling experience outside security. A
strong majority (79 percent to 88 percent) wanted security experience for
managers (38/45), supervisors (23/26), and hardware workers (15/19).
Where outside experience was acceptable it was because managerial skills
or the core blue-collar skills involved in hardware are seen as generic, at-
tainable outside security through other experience with management, elec-
tronics, or computers. There is no real external equivalent to investigation,
though some employers see police experience as a rough start, and all (14 /
14) employers wanted security-specific experience for investigators. Over-
all, security employers take experience seriously. Employers want experi-
ence often, and carefully distinguish the kinds of experience they want for
different jobs.

What is striking about the last of the three requirements, education, is
that Table 2 implies employers do ot take it seriously for jobs below man-
agement level. Except for the secondary split between managers and other
upper-level jobs, education plays no part in the table’s structure. Where
combinations of hiring requirements are distinct, they differ in the pres-
ence or absence of contacts and / or experience, not the presence or absence
of education. This may seem strange: education is generally important in
contemporary labor markets and security employers often claim to require
it. But when employers went on to discuss education in more detail, their
lack of seriousness became plain. Some who say they have educational re-
quirements go on to describe fuzzy ones (at least 15 reported that a certain
level of education was “preferred” or “nice to see” but not in fact strictly
required). Some set the standards so low that few applicants could be ex-
cluded. Only 13 employers require university-level training for any posi-
tions, including just four who require it for managers. High school or high
school plus vocational training are the most popular choices overall, and
requirements are similarly modest for all jobs except security guard. For
guards the bar is set even lower, amounting to little more than a request
for basic literacy: one employer required elementary school, six required
grade 10, three high school, and one community college. Many employers
explained that formal education does not teach skills useful in security
work; experience is either a better teacher or the only teacher. Some em-
ployers do not even value the few programs designed for the industry:
“young people are often enrolled in programs and courses for the security
industry that have no real value; they are wasting their time and money”
[#328]. Employers gave the most positive comments on specific vocational
training useful for particular jobs, such as electronics or computers for
hardware work.
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So, what do employers want? They initially claim to want, but in fact
do not very seriously want, education (as is true in many other industries;
Bills 1988, 1992); only for managers do educational requirements seem im-
portant. For upper-level jobs with serious external responsibilities, em-
ployers often want a combination of experience and the useful contacts
experience can help to bring. For lower-level jobs without such external
scope they almost never require contacts, but often do want experience
and the skills that they believe come from experience instead of education.
For the lowest of jobs, security guard, they want very little of anything.
Social capital plays a deep structural role. The presence or absence of so-
cial-capital hiring requirements marks the line between jobs with and
without consequential external functions. This is also much the same as
the line between better and worse jobs. From the employer’s point of view,
education is valuable capital sometimes for managers and not often for
others; experience is valuable capital for all but the lowly guard jobs, es-
pecially valuable if it is directly relevant to the job, and often valuable be-
cause it leads to useful contacts; and social capital is valuable for jobs with
consequential extra-firm responsibilities, as is often the case for upper-
level jobs.

What Employers Get: The Actual Social and
Human Capital Reported by Employees

If human and social capital is important to employers as described above,
then employers should pay corresponding attention to both in hiring, thus
leading to predictable differences in the distribution of capitals among em-
ployees. In this section I consider univariate results for network variety
and the specific kinds of education and work experience employers report
valuing, later turning to multivariate results assessing the impact of capi-
tals on employee access to better jobs and incomes.

According to employer accounts, social capital is useful only for higher-
level jobs with serious external scope. Table 4 shows that network diver-
sity is higher for managers, salespeople, and investigators, just the positions
for which employers often require good contacts. People in such higher-
level jobs know someone in about 13 different lines of work on average,
while supervisors and hardware workers know someone in 10, and cleri-
cal workers and guards know someone in about 9. Given that the total
number of kinds of work asked about was 19, there seems to be a sizable
difference in the extent to which employees at different levels can access
information and resources from a wide variety of social locations.

Employers report wanting security experience least often for clerks (for
whom outside office experience is fine) and guards (for whom almost noth-
ing is required); Table 5 shows that these employees have the shortest
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Table 4. Actual Employee Resources: Social Capital:
The Mean Number of Occupations in Which Employees
Know Someone

Employee’s Job Mean Network Diversity
Managers 13.1
Salespeople 13.5
Investigators 12.8
Supervisors 10.4
Hardware 11
Clerical 9.0
Guards 9.2

Note: See note to Table 1.

security industry experience. Although employers sometimes say that sell-
ing experience outside the industry is useful, and say that investigation ex-
perience inside security is essential, results do not support these nuances.
Instead, the higher the level of the job the greater the employee experience
within security. Employers also wanted experience specific to the particu-
lar field in which employees work; and managers have the highest rate of
management experience, salespeople the highest rate of sales experience,
investigators have one of the two highest rates of police experience, while
hardware workers lead in electronics and computer experience.
Employers often said they required education, but detailed analysis
suggested this was not a serious demand. Table 6 shows that employees in
all seven jobs have quite similar, modest levels of formal schooling, aver-
aging 13 to 14 years, about equivalent to a high school degree (high school
ended with Grade 13 in Ontario when this research was conducted). Some

Table 5. Actual Employee Resources: Work Experience

Mean
Years in Proportion with Experience in

Employee’s Security

Job Industry Managing Sales Police Electronics ~ Computers
Managers 10.0 .76 73 .20 .33 47
Salespeople 8.4 .67 .90 22 45 43
Investigators 6.2 .50 .50 .21 19 .34
Supervisors 4.4 .36 57 .02 .30 42
Hardware 5.0 .50 71 .08 74 .65
Clerical 3.8 .26 .41 .00 .07 .56
Guards 2.8 .33 .56 .07 .23 .30

Note: See note to Table 1.
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Table 6. Actual Empioyee Resources: Education

Proportion with Vocational Training

Mean Years of Law
Employee’s Job Education Enforcement Electronics Business
Managers 14.7 .25 .31 .80
Salespeople 14.5 42 .21 .83
Investigators 141 71 .05 .62
Supervisors 13.1 .36 18 .61
Hardware 14.8 .18 .50 45
Clerical 13.3 15 .00 .60
Guards 13.9 44 .07 44

Note: See note to Table 1.

employers had a few good words for specific vocational training, and Table
6 also shows a match between some jobs and directly relevant training: in-
vestigators and guards have the highest rates of law-enforcement training,
hardware workers lead in electronics, managers and salespeople in busi-
ness training. Employers did seem to be serious about education for man-
agers, so it is at first surprising to see that managers have a level of
schooling similar to that for people in other jobs. But the role of education
is masked by age, since managers tend to be older than other workers and
hence come from cohorts with lower average levels of education. The mul-
tivariate results below will show that managers do have higher education
net of other factors, including age.

Overall, employee capital distributions indicate that each kind of capi-
tal is valuable to employers much as employers claim when discussing
their hiring requirements. Next I turn to a multivariate analysis of the im-
pact of employee human and social capital on getting a better job or better
incomes.

Social Capital, Human Capital,
and Employee Success

To assess the multivariate effects of capitals and control variables on the
level of position that employees have reached, I compare those who have
or have not reached the level of management. Management jobs have the
highest authority level and are also high in income and autonomy while
low in routinization (Table 1). Moreover, management is the only kind of
work for which employers show a serious interest in education (Table 2),
so a focus on management gives the greatest scope to the traditional hu-
man-capital variables and makes a relatively conservative test of the pos-
sible independent contribution of social capital. Human capital here
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includes years of formal schooling and both the forms of experience that
the work above showed are relevant for managers, that is, years of experi-
ence in the security industry and having any prior management experi-
ence. Table 7 shows logistic regressions predicting management level. In
Tables 7 and 8, some variables are transformed to correct skew (age and job
tenure square rooted, prior security experience logged) and some (age, net-
work diversity, and whether or not a person got a job with someone’s help)
are centered to prevent multicollinearity problems with quadratic or in-
teractive terms.

Model 1 of Table 7 shows controls and human capital, without social
capital. All the human-capital variables increase the chances of being a
manager: years of formal schooling, experience in security before one’s
current job, and prior management experience all go with greater chances
of being at management level. Although employers had little to say about
age, race, and gender, all of these are also important. The chances of being
amanager rise with age until the mid-thirties and then level off. White peo-
ple have a better chance to become managers than have nonwhites, and
men are more likely to be managers than are women.

Model 2 shows that social capital, in the form of network diversity, also
goes with management positions. Introducing social capital reduces the

Table 7. Capitals and Positions: Logistic Regressions Predicting Which
Employees Are Managers

Predictors Model 1 Model 2 Model 3
Age 78 .86™" .86™*
Age squared - .57 —.60™" —-.60**
Nonwhite —-1.27* -1.07* -1.07+
Male gender 1.16* 1.24* 1.24*
Education .28 .28 28"
Prior security experience 97 .76* .76
Prior management experience 1.15™ .85 .85"
Network diversity 147 14
Got job through a contact .01
(Diversity) x (Contact) —.01
Constant —6.34*" -6.12*" ~7.77"
Model chi-square 87.51™ 96.03** 96.04**
N 237 237 237

**p < .01

*p < .05.

*p < .10.

Note: (Diversity) X (Contact) = interaction term for network diversity times a dummy variable
indicating whether or not the respondent found the current job with the help of a personal con-
tact.
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Table 8. Capitals and Income: Standardized Multiple Regressions

Predictors Model 1 Model 2 Model 3
Age 19 .20** .20
Age squared -.32" —.33* -.32"
Nonwhite -.09 —.08 —-.08
Male 13" 14> 14*
Education 14 13" 14
Prior security experience 16** 20 A2+
Job tenure 22% .20™" .20*
Network diversity 147 157
Got job through a contact —.04
(Diversity) x (Contact) -.06
Adjusted R? 312 327 .325™"
N 237 237 237

**p < .01,

*p << .05.

*p < .10.

Note: (Diversity) x (Contact) = interaction term for network diversity times a dummy variable
indicating whether or not the respondent found the current job with the help of a personal con-
tact.

coefficients for both the experience variables, consistent with the view that
employees value experience in part for the useful contacts that experience
brings. To get a sense of the relative impact of the various forms of capital,
we can compare the exponentiated coefficients to see how much the odds
of being a manager grow with a unit change in a variable. For social capi-
tal, knowing someone in one additional line of work multiplies the odds
of being a manager by 1.15. Knowing someone in two additional lines of
work multiplies the odds of management by 1.32, which is essentially the
same as the impact of having one additional year of education (1.33).
Knowing someone in six additional lines of work multiplies the odds by
2.26, nearly the same effect as having prior management experience, which
multiplies the odds of being a manager in one’s current job by 2.34. Thus
the impact of social capital is substantial, even after carefully appropriate
controls for human capital and age, race, and gender.

Model 3 adds whether or not respondents reported getting their jobs
with the help of some other person and the interaction between using a
contact and social capital. Both these new terms are nowhere near signifi-
cance. Using a contact is no help in rising to management level; people in
all sorts of security jobs often got those jobs through contacts. More im-
portant here, the nonsignificant interaction shows that social capital goes
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with greater odds of management position whether someone used a contact
or not. Thus network diversity in and of itself helps people rise up em-
ployee ranks; it is not just that people with better networks have a better
chance of using a contact and hence getting a better job. This is consistent
with the earlier results showing the employers often want managers with
good networks to help manage the external affairs of their companies.

Table 8 turns from whether or not an employee is a manager to how high
an employee’s income is. The appropriate experience variables change,
from length of security-industry experience before the current job plus
prior experience as a manager (for predicting management status) to prior
industry experience plus length of tenure in the current job (for predicting
income). There is no significant effect of being nonwhite, but other results
are very similar to those for management position. Income rises with age,
most rapidly for younger workers; men make more than women; and all
forms of human and social capital are rewarded with higher income. It is
interesting that education goes with higher income, despite the lack of em-
ployer attention to education in hiring. Even though employers do not of-
ten seek or reward education as such in this industry, they may well value
some resources that education helps to build, resources such as verbal
skills, cultural capital, personal autonomy, and so forth.

The effect of social capital on income is about as strong as the effect of
education, prior industry experience, or tenure in one’s current job. To as-
sess the value of social capital to employees in dollars, consider the un-
standardized coefficient, .08. Most employees earn incomes in the middle
range of our income scale, where each level has a range of $10,000, so em-
ployees earn an additional $800 for every additional occupation within
which they know someone. To give context to this number, consider that
managers on average have contacts in four more occupations than do
guards (Table 4) which corresponds to a social-capital-based income ad-
vantage of 4 X $800 = $3200, or about one tenth of the difference in the
mean income of managers ($55,260) and guards ($25,194). Thus social cap-
ital has a substantial effect on employee incomes, as well as on their
chances of holding management positions. This effect is not just a result of
network-based hiring, but a reward to social capital as such, since social
capital goes with higher income whether or not a person reported getting
the current job with someone’s help (see Model 3 in Table 8).

Thus, whether we consider job level or job pay, social capital is an asset
distinct from, and comparable to the more familiar human-capital assets
from the worker’s point of view. Some of the well-documented value of
human capital is in fact its contribution to social capital, especially the abil-
ity of industry-specific work experience to generate contacts useful in the
industry.
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DISCUSSION

The findings above suggest a banquet of important problems for future re-
search. Granted that social capital plays an important part in hiring and re-
wards for some jobs, we need to know more about process (just how does
social capital work) and labor market variability (how does social capital
work in different industries).

Process questions include network probing and signaling in hiring.
When employers hire for jobs with external contact requirements, how do
they check on these, and what strategies do potential employees use to
show off their social capital? People in any industry may use a direct ap-
proach (as in “what new clients might you be able to bring to this firm?”),
but industries will also have their own culturally specific scripts for infor-
mation exchange. Probably one popular form is the good story, a narrative
that is compelling in terms of local culture but also rich in opportunities to
mention contacts as actors in the drama recounted. In the security indus-
try [ have observed the use of “war stories” in a management-level hiring
interview and in industry conference hallway conversations. People in in-
vestigation or guard work trade stories of the risks they have survived, the
serious crimes they have investigated, the big arrests they have made. Not
only does this establish their personal credentials of courage, experience
and so forth, but it is a way to drop names while telling a good tale. Peo-
ple in hardware talk more about technically challenging alarm problems
or difficult working conditions, but also use stories to establish the kinds
of people they have worked with and know. A narrative is a yarn, and a
good yarn snugly interweaves many strands, including the narrator’s net-
work strands.

Once hired, how do workers actually use social capital to further their
own careers and the fortunes of their firms? Though we have a growing
body of evidence that good networks do make a difference for many high-
level workers, there is relatively little work on how the difference gets
made. Just what aspects of networks work, and just how do they do their
work? A diverse network may be valuable because it includes ties to peo-
ple with usefully varied resources, such as potential clients or information
sources. This is the use most prominent in employer accounts, and the use
most emphasized in this paper. But network variety can also be a proxy for
network structure. If a worker knows people in many quite different social
locations, these people will tend to be structurally separated from each
other and linked only through the worker, giving him or her a strong bro-
kerage position, or social capital in Burt’s (1992, 1997a) sense. And some of
the value of a diverse network lies not just in the ties themselves, but also
in their useful byproducts. For example people with more varied networks
have more varied cultural repertoires, which help them to build smoother
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working relationships with a wider variety of other people, including
those at different levels in their own firm (Erickson 1996). We need some
intensive fieldwork on how the many different useful aspects of a useful
network get put into play as people work.

The more we think about just what social capital does, the more we will
also refine our ideas about how to conceptualize and measure it. For ex-
ample, in this paper I use a measure of the number of different social loca-
tions to which a person has any access at all. This is the most critical single
question to ask; there is a world of difference between having some access
and having none. But if social capital is used for (say) enriching the client
base, then the amount of access also counts; a salesperson in an investiga-
tion firm specializing in insurance frauds will surely benefit from know-
ing an insurance broker, but would also benetit even more from knowing
thirty brokers. Whatever the most useful form of social capital may be for
a particular kind of job, how does the potential value of social capital get
transformed into actual returns? Few studies include both evidence that
some kinds of networks work, and the detailed ethnographic study to
show how they work, as in Uzzi’s (1996) analysis of the social capital of
garment firms.

Further, how do the nature and workings of useful social capital vary
among different kinds of jobs, and what kinds of “kinds” of jobs does such
a question reveal? We know that any one kind of social capital has varying
value, varying, for example, between industries (Geletkanycz & Hambrick
1997) and between different management jobs in the same firm (Burt
1997a). On the one hand we need to enrich our portrait of such variations
and theorize the conditions for the relevance of different interpretations of
social capital. On the other hand, this will lead us to novel kinds of job ty-
pologies including a job’s social location in the web of working relation-
ships inside and outside the firm. For this chapter [ have used a broad
contrast between jobs with and without strategically important kinds of
external relational duties, but this is a mere beginning. Even in this study
of one industry, we have seen some variation in the requirements for ex-
ternally oriented jobs in terms of network structure (e.g., managers need
the most network variety), the kinds of people that a network should reach,
and in the content of external ties (e.g., whether focused on client needs or
on gaining investigative information). Some good jobs are more internally
than externally oriented, and for them the most relevant form of social cap-
ital must be strategic location within the firm’s own networks rather than
diverse ties to the outer world. Some jobs straddle the boundary between
inside and outside in ways that require a strategic blend of internal and ex-
ternal ties, and some data hint that a double-strength network of internal
and external ties may be the most profitable for a manager (Burt 1997).

The final process question to work on is the enormous question of order
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and causality. How do social capital, human capital, and other interrelated
variables affect each other over time? Like any one-shot survey, the study
reported here cannot really address these critical issues. For example, it is
hard to tell whether security managers have better social capital because
they were hired in part for their social capital or because they have made
useful contacts as managers; probably both things are true to some un-
known extent. It is also impossible to tell whether managers have better
social capital than those who aspired to be managers but were not hired.
We need longitudinal studies, including ones that follow a pool of poten-
tial workers through their work trajectories, to sort out vital questions of
this kind.

Finally, how does the general role of human and social capital vary
across labor markets? We already know that the details vary greatly. Labor
markets vary in whether or not they reward some combination of educa-
tion, experience, and networks, in the particular kinds of capital they re-
ward, in hiring strategies, and in the mix of jobs available. But some things,
[ argue, will prove to be more general. The value of social capital in the
sense of far-flung diversity will always depend on the extent to which a job
is part of a firm’s unofficial department of external affairs, and hence the
extent to which a rich network of external ties is a hiring requirement. Since
external affairs can be consequential for the firm, jobs that call for external
social capital will tend to be good jobs, though there will also be other good
jobs that call for a more internally oriented network. Thus given a defini-
tion of a “good” network that suits a particular industry, and remember-
ing that some internally oriented good jobs do not require extensive
external networks, good networks help people to get good jobs.

APPENDIX 1: THE 1991 CENSUS AND THE RESEARCH SAMPLE

1991 Census of Canada Toronto Sample

Male (%)

Investigators 77 84

Guards 76 76
Part-time workers (%)

Investigators 14 7

Guards 26 25
High school graduates (%)

Investigators 81 82

Guards 66 88
Mean annual income

Investigators 33,530 48,940

Guards 21,263 25,194
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7

Getting Started: The Influence of
Social Capital on the Start of the
Occupational Career

Henk Flap and Ed Boxman

Public opinion thinks highly of the usefulness of networks as a key to oc-
cupational success. “Networking” has become a verb, it is “the art of talk-
ing to as many people as you can without directly asking anyone for a job”
(New York Times 1991). Yet the quote also echoes an official universalistic
ideology that forbids the use of personal contact to get ahead.

At least since the fifties it has been widely accepted in the social sciences
that many persons find a job through some kind of informal relationship
(e.g., Lipset, Bendix, & Malm 1955), but the full implications were not im-
mediately realized. Economic job-search theory gave the finding a theo-
retical meaning. Information is a good that can be bought at a price, the
price of search. Since informal search saves on search costs compared to
making use of formal channels, it contributes to job-finding (Stigler 1961,
1962). The original assumption that people are fully informed has been
dropped, since that is too strong, at least in the labor market.

[t is not so much the difficulty of locating each other, but of establishing
the quality of an offer. Informal channels provide both: extensive informa-
tion on many offers and intensive information on a particular offer (Rees
1966). But does networking work? Economists have not conducted much
empirical research on the precise role of informal social relations in the job
finding process (Devine & Kiefer 1991).

The discussion was given a new twist by sociologists, who conducted
more detailed studies of the role of networks in the labor market. They

159



160 The Influence of Social Capital on the Start of the Occupational Career

replicated earlier findings on the importance of personal relations in the la-
bor market. Many a person does indeed find his job through informal chan-
nels. In 1981, 34 percent of Dutch male employees had found their first job
through informal channels, as 32 percent did for their last or current job,
numbers that increased to 45 percent and 52 percent in 1991 (De Graaf &
Flap 1988; Moerbeek, Flap, & Ultee 1995). About the same percentages are
found for other western industrial societies (Granovetter 1974 /1995:140).
Granovetter (1974/1995), Lin, Vaughn, and Ensel (1981), and Burt (1992)
used such findings to sociologize our view of the labor market by stress-
ing the embeddedness of search and hiring in social networks. They claim
that all markets are socially organized by particularistic ties.

This sociological research also showed that networks do not function as
job-search theory predicts. For example, there is a sizable amount of re-
search indicating that informal search does not always bring a better job.
Furthermore, large networks do not always lead to more informal search-
ing, nor does a larger network guarantee that people will find a better job
(for reviews see Flap 1991 and Lin 1999).

The issue is to come to a better understanding of the effects of networks
of personal relations on labor-market outcomes. To this end we add two
types of theoretical assumptions to job-search theory. First, we specify the
influence of personal relations on job search and labor-market outcomes,
by conceiving of personal relationships and the resources they give access
to as social capital that is instrumental in goal attainment, such as getting
a job. We take into account the multidimensional character of the concept
of social capital, and that receiving information or help incurs reciprocity
costs. Second, we argue the major social condition that complicates the use
of social networks in the job-search process will be the selection behavior
of employers, or better, the conditions that induce them to search for in-
depth information. Yet, existing research on networks and labor-market
outcomes concentrates mainly on the supply side of the labor market.

To inquire more deeply into the job-finding process we used a kind of
panel design. Although the size of our sample is not that large, the design
is strong. Data were collected on the job-entry process of a group of young
people who at time t, had almost finished their higher vocational training.
At time t, the majority of them had entered occupational life. We created a
multiactor data set by interviewing the employers of the organizations
they started to work with and the possible contact person as well (cf. Par-
cel, Kaufman, & Jolly 1991).

THEORETICAL MODEL

We base our explanation of job search, selection behavior, and the outcome
of their match on a loosely conceived rational-choice model that includes
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auxiliary assumptions on how the relative attractiveness of each action de-
pends on the social conditions in which the prospective job candidate or
employer finds himself. These auxiliary assumptions on the expected costs
and benefits of alternative actions are based on the relevant research liter-
ature. We draw freely on a range of insights taken from job-search theory
(e.g., McKenna 1985), status-attainment research (e.g., Ganzeboom, Trei-
man, & Ultee 1991) and new structuralism within stratification research
(e.g., Farkas & England 1994), social-network research, and add a few as-
sumptions of our own. We use this rational-choice sociological model to
formulate hypotheses and to organize our argument. The auxiliary as-
sumptions are tested indirectly by looking at the predicted outcomes.

The Employees

We start with the people who are searching for a job. For the sake of sim-
plicity we assume that in searching they have but two alternatives: use ei-
ther formal channels only or informal channels as well. We assume that the
direct costs of an informal search are very low, so they are not taken into
account. We also assume, however, that an informal search does bring rec-
iprocity costs (Grieco 1987). By asking for help, an actor incurs debts to be
repaid as future services.

The social capital idea helps to specify the influence of social relations
while searching for a job. Social networks are social capital because they
are instrumental in goal attainment, e.g., in getting a job. Social capital is
the resultant of the size of the network, the structure of the network, the
investments in network members, and the resources of these network
members (Burt 1992, 2000; Flap 1999, 2001). Prospective job seekers will be
more inclined to venture on an informal search if they have social capital.
Earlier research (Lin et al. 1981; De Graaf & Flap 1988; Marsden & Hurlbert
1988) consistently shows that a contact person with a higher status im-
proves one’s chances of finding a better job. Social capital is also a charac-
teristic of the structure of ego’s personal network: if ego has exclusive
relations with his alters (ego is in between his alters and they have no al-
ternative relationships), they will be more prepared to provide information
or other help. The stronger the relationship is and the more the exchange
rate favors the focal actor, the lower the reciprocity costs that someone in-
curs by asking for help will be.

Several labor-market characteristics may be expected to influence the
decision to engage in informal job search, such as, e.g., the degree of clo-
sure in the particular job market in which the person is trying to locate a
job. If there are relatively many inside promotions within work organiza-
tions in that market, it will be difficult for an outsider to find a job other
than through informal means. Moreover, a greater labor supply within the
sector in which someone is looking will make it more difficult to make
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one’s qualities visible. Mobilization of network members will draw atten-
tion from a larger circle of persons to one’s qualities. A greater number of
personal social contacts between people in different organizations within
the sector market should also make it easier to find a job through informal
search. Finally, if it is known that an employer recruits through informal
channels, those who are looking for a job will adapt by looking through in-
formal contacts because that enhances their chances of finding a job.

Function characteristics like the difficulty with which function require-
ments can be measured and the necessity of company-specific skills will
make it difficult for a candidate to convince an employer of his capacities
all on his own or by showing his diplomas. Without a sponsor it will be dif-
ficult establish confidence with an employer that the person has the ca-
pacities needed for the job.

The personal situation will affect the extent of informal job search in a
number of ways. One could assume, e.g., that a younger person will value
a job relatively higher, because he still has a whole working life in front of
him. His lifetime income depends on having a good start in his working
career. Being a man or a woman might also be a consideration that propels
actors to opt for informal search. Although research on the effect of gender
on work commitment is not equivocal (Bielby 1992), it is sometimes as-
sumed that women value the worth of a job somewhat lower than males
because they can also find satisfaction and social approval in being a good
mother and a homemaker. A person’s financial situation might influence
the value of having a job, e.g., having a partner without a job and children
who depend on ego’s earning power for a living puts a greater value on
having a job. The human capital people enjoy also might affect the value
they place on a job. Those with more human capital value having a job
somewhat higher because a job brings them relatively more income and
other rewards. Finally, social skills will enlarge the chances of getting a job
through informal search.

Employers

Sometimes an employer makes a distinction between two consecutive
phases, recruitment and selection. We concentrate on the selection phase,
as the number of candidates generally was not the issue in West European
labor markets at the time we conducted our research. Not too much should
be made of this distinction, however, because it is not that easy to separate
the two in reality, and methods employed in both phases are rather simi-
lar, that is, informal ways of recruitment often entail informal ways of se-
lection (Windolf & Wood 1988).

Employers who want to select a good candidate have but two alterna-
tives: selecting candidates on formal criteria—e.g., on education only—or
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making an extra effort by collecting in-depth information on the candi-
date—e.g., on his capabilities and trustworthiness—through informal re-
lationships or psychological tests. If employers are insecure about the
quality of an offer, they look for proxies that signal quality, as is argued by
signalling theory, a later development of search-costs theory (Spence 1974,
Rosenbaum, Kariya, Settersten, & Maier 1990). Several social conditions
are expected to influence the attractiveness for employers of in-depth
search.

An employer with many contacts with other organizations, particularly
with persons in positions similar to his own, will more readily employ
these contacts to gather intensive information on potential job candidates.
If an employer knows many people from associations and clubs he belongs
to or visits, and if he has many friends, acquaintances, and family mem-
bers in positions similar to his own, he also has better access to in-depth
information on potential candidates.

For some functions firm-specific human capital is of major importance.
Educational certificates do not provide the needed information. Further-
more, employers will place a higher value on finding a good candidate if
the productivity of an employee in a particular function is hard to measure.
Training costs are another relevant factor, but since we do not have a mea-
surement of these costs, we cannot analyse their influence. A good candi-
date is of great importance to an employer in functions with career tracks,
with a prospect of reaching higher senior positions. Such functions are
scarce and it is important to employers that they be filled by persons with
growth potential. In all these cases in-depth information would reduce the
risk of a wrong hiring (Windolf & Wood 1988).

A condition of great importance is the damage potential of a wrong hir-
ing—when an employee in a particular position can do a lot of harm to the
organization. The potential for doing damage to the work organization (Ja-
cobs 1981) is great if an employee (a) can make costly errors because, e.g.,
the production technology is not robust enough; (b) does not reveal his true
qualities and after being hired, turns out to be not as adequate as initially
thought, but is hard to fire; or (c) acts opportunistically and employs the
company'’s resources for his own private goals at the peril of the company
and the task he is being paid for. The latter two problems are known in
principal-agent literature as hidden information and hidden action (Pe-
tersen 1995). An employer could also try to diminish the risk of damage by
an incentive structure such that employees will “spontaneously” act ac-
cording to his plans and wishes. An internal labor market with job ladders
and payment schedules is such a device. Since we have but one straight-
forward indicator of internal labor markets, however, i.e., the proportion
of internal promotions in work organizations within a particular sector
market, we will only touch upon the issue.
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Now we consider the influence of organizational characteristics. Exist-
ing research suggests that this influence will not be great. Firms usually use
a mix of hiring methods thatis to a large extent firm-specific, in the sense
that each firm has certain methods it uses in hiring for all its vacancies
(Marsden 1994a). Organizations differ in the way they have organized
their personnel department. Especially in small firms, human-resources
management is in the hands of one person only. If organizations grow, fre-
quently specific persons are appointed to select and hire personnel, for pol-
icy making, job classification, or training and education. Organizations
with a personnel department are often better able to search intensively, to
ask for and check up on referrals or test candidates themselves (Marsden
& Campbell 1990:64, Marsden & Gorman 1999:194). Larger organizations
have more financial means and other overhead to conduct in-depth searches.
One might also argue that large organizations can afford to select candi-
dates that turn out not to be so good after all, because they have more al-
ternative functions and others can compensate for a wrong hiring.

Moreover, if an organization has decentralized its work activities into
separate divisions, the personnel tasks probably will be less formalized.
Moreover, within the divisions the chances will be greater for employees
to know each other. This increases the chances of someone being around
who is able to provide an accurate assessment of a candidate from within
or outside the organization. A central position within the network of orga-
nizations will also make it easier to acquire in-depth information through
informal channels.

Furthermore, to the extent that an organization has formal rules on se-
lection and hiring, it will be more costly to obtain in-depth information
through informal channels. A similar argument can be made for the influ-
ence of positive-action regulations on behalf of minority groups or women
(see Marsden 1994b:293). Selecting on the basis of in-depth information is
easier for organizations that have personnel for a temporary period, e.g.,
as a trainee. The candidate shows his capacities and character in that ini-
tial phase.

if there is an ample supply of labor, employers will prefer to amass in-
formation through informal channels, though mainly to restrict the num-
ber of applicants.

The Match

Finally, the match: when do better social networks and informal search
produce a better job? The returns on social capital in the job search process
are conditional upon whether the employer needs intensive information
on available candidates. The match (from the perspective of a job-searcher)
will be better if (a) the person looking for a job has much social capital,
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particularly if he also has much human capital to make productive; (b) the
person looking for a job not only has much social capital, but also puts his
social capital into action—that is, if he mobilizes his network members;
(c) the employer selects through in-depth information, particularly if the
job searcher has much social capital; (d) the contact person has many re-
sources, particularly if he was mobilized through informal search activi-
ties by the prospective employee; (e) the contact person puts in a good
word for the job searcher, particularly if the contact person has many re-
sources; and (f) the relationship of the contact person with the employer
or employees in the organization where a person applies for a job is
strong.

DESIGN, DATA, AND MEASUREMENTS

Design and Data

In order to probe the causal relationship between social networks and la-
bor-market positions and test the implications of the above-mentioned hy-
potheses, alongitudinal study was conducted in which the social networks
and job-search behavior of persons who were in the process of finishing
their higher vocational training were measured. In addition, recruitment
procedures and support of persons with whom job seekers had contacts
were investigated.

Our two-wave panel study was started in May 1989. At the first moment
of measurement (f,: May 1989), the social networks of 365 persons (197
men [54 percent] and 168 women [46 percent]) who were about to finish
their higher vocational training (economics, engineering, and teacher train-
ing for elementary education) were charted. The distribution with regard
to the sex of the respondents is skewed. Among the respondents with tech-
nical training only 6 percent are female, while 80 percent of the respon-
dents who had been educated as teachers are female. One year later (f,:
May 1990), 303 of them were reinterviewed about their labor-market paf—
ticipation, the type of the job they had obtained, and the role of their per-
sonal social networks in the job-finding process.

In June 1990 we also investigated the employers’ recruitment methods
by a mail survey. It concerned the employers the prospective employees
worked for or had contact with before they took on their present job (N =
139). Furthermore, in September 1990 we studied the nature and purposes
of help, including information supplied by contact persons (N = 88), again
by a mail survey. Finally, in May 1991 experts on labor markets (N = 14),
either working as a manager of a regional job center, as human resources
manager of a large Dutch company, or as job recruiter for a commercial
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placement service, scaled 68 jobs that had been obtained by our respon-
dents according to four job characteristics.

We decided upon this design because (a) it enabled us to examine both
network characteristics and labor-market behavior of job seekers, employ-
ers, and contact persons in one project; (b) there was no problem as to how
to decide on causal order (e.g., do contacts lead to jobs or jobs to contacts?);
(c) the duration of schooling of the job seekers (as an indicator for human
capital) was the same for all; (d) the job of entrance (first job) explains a
large part of the variance, statistically spoken, in the position ultimately
achieved, as is shown in existing research; (e) in contrast to most existing
research, not only persons who succeed in getting a job were studied, but
also those who did not find a job; (f) the population of job seekers was lo-
cated in the same geographically circumscribed labor market (same mo-
ment of measurement, same region); (g) objections against retrospective
questions, especially with regard to the measurement of network charac-
teristics (Bernard et al. 1984), were less severe in this design.

The response rate for the interviews on ¢, was 78 percent and on f, 83
percent (not interviewed on t, were those who did not finish their voca-
tional training and persons who were not, for other reasons, available for
the labor market). Both interviews lasted about one hour and a half.

We used three methods to identify the social capital of the respondents.
First, we used the position generator developed by Lin and Dumin (1986),
in which respondents were asked whether they knew persons in certain
occupations, and if so, whether a person named was a friend, an acquain-
tance, or a relative. These (40) occupations reflect the whole range of the
occupational prestige scale for the Netherlands (Sixma & Ultee 1984). This
method provides an indicator of the socioeconomic prestige of someone’s
personal network. Second, we used Fischer’s “name-generator” approach
(McCallister & Fischer 1978), which starts with name-generating questions
that produce names of network members. Several questions were posed
about these persons to interpret the names. We obtained information
on 2,150 network members. Third, the role approach was used to identify
family members and ego’s partner if present (N = 1,009 persons). For the
network members who were identified through the last two approaches,
we collected data on their personal characteristics, the nature of the tie
with the respondent, and data on the interconnectedness of ego’s personal
network. In total, we were able to obtain information on 3,159 network
members.

At t, we asked the respondents about their job search, whether they had
found ajob, qualities of the job, and if their network members helped them
in searching. Also, we obtained the names of 338 employers from the re-
spondents. They were asked to name the first employer to which they
applied for a job without success, as well as the name of their present em-
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ployer. These employers were sent questionnaires to find out about their
recruitment and selection behavior (response rate 41 percent, N = 139). The
questionnaire concerns 103 employers with whom the respondents suc-
ceeded in getting a job and 36 employers where the respondents applied
for a job without success. Of course the sample of employers is selective in
that only employers responded who were named by respondents with a
higher vocational training in the field of economics, engineering, and
teacher training for elementary education. Furthermore, there is an over-
representation of employers who are directors of schools for elementary
education. This lack of representativeness of the population is less impor-
tant here, however, because our primary goal was to test our theoretical as-
sumptions. Finally, in the second interview we also asked our subjects
about their contact persons, who acted as a relay or go-between (N = 125).
These contact persons received a short questionnaire. The response rate of
the contact persons was 58 percent (N = 88).

Measurements

The key concepts that we used in the description and the testing of the
models (see next section) were measured in the following ways:

Job Searchers. Informal search was measured by the frequency (aver-
age per month) and the length (average in minutes) of the conversations
with other persons about vacancies from the time they left school to the
time they succeeded (or did not succeed) in finding a job. We took the prod-
uct of these (normalized) continuous variables—which thus is also a con-
tinuous variable—to be an indicator for the length of time an aspiring job
searcher did search informally. Furthermore, the respondents were asked
about their various formal and informal job-search channels and which of
them they used over the last 10 months.

As noted, to characterize a respondent’s social capital relevant for lo-
cating a good job, we used both a position- and a name-generator proce-
dure. As to the latter, we asked our respondents (at ¢,) to mention names
of relevant alters in six name-generator questions, e.g., the names of per-
sons they talked to about vacancies or personal problems. We collected in-
formation on six of these persons and on their parents, eldest brother and
sister, and partner, if not already mentioned, on their occupation, educa-
tion, and their relationship with the respondent. In all we had this infor-
mation on 3159 network members, with a maximum of 11 network members
per respondent.

If we want to take seriously the notion that social capital is a multidi-
mensional concept, we also need a multidimensional measurement in-
strument (Flap 1999; Snijders 1999). We used to three measurements of
social capital. The first is a combination of the number of persons prepared
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to help, the extent to which they are prepared to help, and their resources
(De Graaf & Flap 1988). As indicators of the willingness of network mem-
bers to provide support, we used four indicators: (a) the length of time (in
years) the respondent and the network member were acquainted; (b) the
frequency of contact with the network member; (c) the intensity of the con-
tact; and (d) the frequency with which the respondent provided services to
the network member. These four variables were approximately one-di-
mensional (Cronbach’s alpha = .76). We therefore took the unweighted
sum of the four variables as an indicator for the strength of the relation with
the network member. Moreover, we took this to be an indicator of the ex-
tent to which he was prepared to help ego. Resources of network persons
(alters) were estimated using the scores of the occupations of the network
members on the Ultee and Sixma (1984) occupational prestige scale for the
Netherlands, a scale ranging from 13.4 to 89.1. From our measures of the
strength of ties and the resources available through the ties we define our
measure of social capital as the product of (1) the strength of the tie and (2)
the resources of alter, summed over all network members. With regard to
the multiplication we transformed the scale values of our measurements
of the strength of the tie and the resources of alter to values between 0
and 1.

The second measurement of social capital also includes the structure of
ego’s network, i.e., his or her structural autonomy in his/her own net-
work. As stated above, we gathered extensive data, at f,, on six persons
mentioned in the “Fischer questions.” Also, we asked the respondents
whether or not these persons knew each other and to what extent. We got
365 ego-centered networks. Using “STRUCTURE” (Burt 1989), we com-
puted the relative autonomy of a respondent within his network (“1 minus
network constraint”). Our second measure of social capital is analogous to
the first, with the difference that the strength of a tie is mediated by a per-
son’s autonomy.

We also employed Lin and Dumin’s position generator which is another
multidimensional measure for social capital that provides information on
the three fundamental dimensions of social capital. Results were rather
similar while using this measure in the analyses instead of the measure that
is based on Fischer’s way of generating names. Moreover, our measure of
social capital that includes autonomy and that represents best social capi-
tal’s multidimensional nature could only be constructed as an extension of
our “Fischer” measure.

In the mail survey on the recruitment methods of employers they were
asked to estimate the percentage of higher employees within their organi-
zation who got their job via an internal appointment. The closure of the
sector markets distinguished was estimated as the percentage of internal
appointments averaged over the employers within such a market. We dis-
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tinguished 24 sectors in total: apart from agriculture there were 4 in man-
ufacturing, 10 in the commercial-service industry, and 9 in other types of
services, mainly government. If a prospective employee searched in more
than one market, we took the average closure of these markets. In our sam-
ple of employers, some sectors were not represented, although some (11
percent) of our sample of employees had found a job in such a sector. For
those employees we assumed them to be in a sector market with a closure
that is the average for all sectors, that is 37 percent internal appointments.

The respondent’s estimation of the number of competitors for a vacancy
he aspires to is taken as an indicator of the labor supply within a sector. It
is plausible that in choosing a search strategy a job searcher reckons with
this perceived labor supply and not with the actual labor supply.

The extent to which there are social relationships between employers or
organizations in a sector was estimated with information from the em-
ployers” survey. First we asked in how many organizations the employers
knew particular persons who could be contacted for referrals on suitable
candidates for a vacancy. Next they were asked if there were personal con-
tacts between—a maximum of four of—the organizations mentioned. To
construct an indicator of the number of contacts between organizations in
a sector we limited ourselves to these four organizations. Thus an em-
ployer can have a maximum number of contacts with four organizations
and a minimum of none. The four organizations can be interrelated by a
maximum of six relations and a minimum of none. We computed the av-
erage number of relationships for all the employers within our sample who
were within a labor-market sector and attached these scores to the sectors
where the job seekers had searched. When they searched for a job in more
than one sector, we again took the average value of these sectors.

Job characteristics such as damage potential, measurement of job re-
quirements, company-specific skills, and career potential were measured
in a small study among 14 specialists of labor markets, such as directors of
labor exchanges and personnel managers. Sixty-eight different functions
were found by the job searchers. The four characteristics of these 68 jobs
were scaled on five-point scales by the 14 specialists. The reliability of the
four scales is respectively 0.92, 0.86, 0.87, and 0.93 (Cronbach’s alpha). A
factor analysis of the four job characteristics resulted in two factors that to-
gether explain most of the variance in the data. Company-specific skills re-
quired, and measurability of job qualifications load high on the first factor
(both 0.91), and damage potential and career perspective do so on the sec-
ond factor (0.94 and 0.75). Using these factors in the analysis did not result
in findings that are different from those reported in the next section.

Concerning the personal situation: the measurement of age and sex does
not need further explication. The financial situation of a prospective em-
ployee was indicated by the fact whether the respondent had a partner
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with an income of his or her own. Although we know this is an imperfect
indicator, we did not have further information on the financial situation,
such as the exact size of the household.

Human capital, indicated by the number of years of training, was nearly
the same for all of the respondents. Still, respondents differ in skills and in-
telligence. As an indicator for these differences we used the average grade
with which the students finished their higher vocational training. Differ-
ences between types of education were taken into account only in one
analysis, in which using dummies for technical education or other, and
economic education or other. Furthermore, if a respondent had a job on the
side while being a student, had experience on the board of a voluntary or-
ganization, or was a trainee, these were taken (in months) as indicators of
human capital too.

To measure the respondent’s social skills we used a scale based on two
questions and three judgment questions answered by the interviewers.
The scores on these questions met the criteria of a Mokken-scale (H = 0.45,
rho = .79).

Employers. The extent to which the employers used additional meth-
ods to select candidates on the basis of in-depth information (a continuous
variable) was indicated by four questions. The first question was: “When
you recruit personnel, do you use a psychological test?” Thirty-three per-
cent of the employers did sometimes use this method and 9 percent usu-
ally did. Concerning concrete vacancies, employers were asked whether
they had used one or more of the following informal methods in the last
twelve months: (1) ask candidates for names of persons who could give re-
ferrals; (2) ask referents for actual information on candidates; and (3) take
into account information provided by referents. The dichotomized scores
on these four items (yes, sometimes, and often = 1; never, and not apply-
ing to = 0) form a one-dimensional scale “selection on the basis of in-depth
information” (Cronbach’s alpha = 0.78; N = 103).

As anindicator of the size of the employer s personal network we added
up his memberships in clubs and voluntary associations. His professional
network was estimated by the number of work organizations in which the
employer knew persons he could call upon for referrals on candidates. The
size of the company was asked directly. As an indicator of the number of
temporary contracts and trainees within the work organization we took the
number of higher-vocational trainees the employers contracted in a year
relative to the total work force of the organization. The extent to which per-
sonnel functions were differentiated within the organization was indicated
by the size of its personnel department. Formalization of recruitment pro-
cedures was indicated by the presence of a policy on affirmative action for
women. Centrality of personnel functions within an organization was ap-
proximated by whether the organization was part of a larger firm, the as-
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sumption being that there would be less centrality within an organization
when it is separate. Centrality of the work organization within the net-
work of organizations was measured with a question on the existence of
personal ties between persons within other organizations whom the em-
ployer could call upon for referrals on job candidates. The maximum num-
ber of organizations that could be mentioned was four. Moreover, for our
measure we selected only organizations that were in the same market sec-
tor as the employer’s own organization. Analogous to the analysis of the
networks of the job searchers we computed the centrality of the em-
ployer’s organization. Finally, answers to the question how many persons
on average apply for a vacancy for which higher vocational training is the
norm were taken as an indicator for the supply of labor an employer can
choose from.

Contact Persons.  Whether a contact person put in a good word or pro-
vided references was taken as an indicator for the sort of help given. The
occupational prestige of the contact was indicated by the score on the Ul-
tee and Sixma prestige scale. The strength of the tie between a contact per-
son and the employer was indicated by whether the contact person was a
friend or relative of the employer, or something else. All this information
was based on answers provided by the prospective employees.

Outcomes.  Income was indicated by gross monthly income in Dutch
guilders (fringe benefits not included). Occupational prestige is measured
as the average prestige score of the occupations mentioned on the Ultee
and Sixma prestige scale.

Since the number of missing values on variables was relatively low, the
missing values were replaced in the analyses by the average score of the
variables concerned. (Using list-wise deletion of missing cases did not
greatly affect the results.)

ANALYSIS AND RESULTS

Job Searchers

In this section we test the explanatory model of job-search behavior. Three
quarters of the respondents used one or more formal channels (between f,
and t,). A similar percentage (70 percent) did use informal channels. So,
when the questions are asked directly, there is no real confirmation of our
assumption that job searchers always use formal channels. But we are less
wide of the mark when we examine the answers on another question: 92
percent of the respondents did read advertisements on vacancies between
t,and ¢,

We tested the explanatory model of job-search behavior with a standard
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Table 1. Resuits of Regression Analyses of Informal Job Search by Prospective
Employees (N = 303)

M1 M2 M3
Variable ) B B
Aspects of social capital
Social capital (version 1) 24 24+
Social capital (version 2) 24+
Labor-market characteristics
Closure of sector market .18 19 .18**
Number of applicants 23" 227 24"
Number of contacts within sector market 13" 2r 14
Selection on in-depth information A3 12 157
Job characteristics
Measurement of job requirements -.07 —.01
Company-specific skills .05 .05
Personal situation
Age .03 .04
Sex .00 —-.00
Financial situation (partner with income) -.05 -.02
Human capital (grade) 21 21 21
Social skills .07 .07
R2 .25 .25 24
F-value 8.03"** 8.11** 15.61*
*p < .05
“*p < .01.
**p < .001

model: linear regression-analysis. Table 1 contains the estimations of three
models. Models M1 and M2 predict the probability of searching informally
with all variables that are implied by the theoretical model for job-search
behavior. The models differ only in the measurement of social capital.
Model 3 is obtained via a standard “forward” selection procedure. Results
with a “backward” selection procedure are exactly the same.

The results of Table 1 lead to the following conclusions. Persons more
often search informally when they possess more social capital. It does not
make a difference whether we use the one or the other of our two mea-
surements of social capital. So, also taking structural autonomy into ac-
count on top of the strength of the ties and the social resources of the alters
does not affect the previous results. Employers’ selection behavior influ-
ences the search behavior of the job seekers; selection on intensive behav-
ior by the former does promote informal searching by the latter. There are
no indications that the characteristics of functions influence the search be-
havior of job seekers. Even with functions from which we expect that em-
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ployers will select and hire new persons very carefully—for example, jobs
with relatively high company-specific skills and jobs for which it is diffi-
cult to establish whether a candidate meets the job requirements—we did
not find that job searchers use informal contacts more often. Furthermore,
the higher the closure of the sector market and the more applicants one has
to compete with, the more informal job searching there is. The latter is also
true if organizations within the sector market where someone is looking
for a job are more connected via personal contacts.

There is only limited support for our hypotheses on the influence of a
personal situation on the frequency of use of informal search. Contrary to
the predictions, older people do not search more informally than younger
ones. Men also do not search more informally than women, nor do persons
with a partner with a paid job. Persons with more human capital do not
search more informally. Finally, there is no confirmation for the idea that
persons with many social skills will search more informally. There is, how-
ever, a statistically significant positive relationship between social skills
and social capital of .13.

Employers

An OLS-regression analysis was performed to test the extent to which the
effects of the choice of the employer on how to select job candidates
turned out as predicted. The same was done for the choice of the prospec-
tive employee.

In the first model of Table 2 the probability of selection on the basis of
in-depth information was predicted by all of the conditions included in the
theoretical model, except the training costs of a function, for which we had
no measurement instrument. Models M2 and M3 were obtained via stan-
dard sequential selection procedures, respectively backward and forward
selection.

None of the network characteristics of the employers has an effect on
the employer’s selection behavior, as was predicted. Job characteristics, on
the other hand, do have the expected effects. Agency problems resulting
from the character of the jobs induce employers to use additional selection
methods. Which of the four job characteristics considered is most impor-
tant is hard to decide, because there is a strong correlation among these
characteristics. Measurement of job requirements and necessary company-
specific skills appear—not in the complete analysis of the model but in
a bivariate analysis—to have an effect on informal methods of intensive
selection.

Internal labor markets, as indicated by the extent of internal promo-
tions, do not function as equivalents for intensive selection procedures.
Note, however, that the sign of the effect is indeed negative as the hypoth-
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Table 2. Results of Regression Analyses of Selection on the Basis of In-depth
Information by Employers (N = 103)

M1 M2 M3

Variable B B B
Characteristics of network and network members

Number of contacts with colleague employers .05

Size of network (number of memberships) .02
Job characteristics

Company-specific skills .24 20"

Measurement of job requirements -.08

Damage potential .28* 27

Career potential -.05 .34
Organization characteristics

Size -.01

Number of trainees -.03

Differentiation of personel functions .34* .36 24"

Formalization of selection procedures -.19 -.18

Centrality within organization -.03

Centrality within network of organizations .07
Labor-market characteristics

Number of applicants 22" 21" 21"

Closure of sector market .05
R2 .37 .36 .31
F-value 3.74 10.98*** 14.86™*
*p < .05.
*p < .01.
>*p < .001.

esis would predict. Whether the recruiting organization is an establish-
ment of a larger organization with multiple sites does not have an effect.
Organizations with differentiated personnel functions do appear to use
more intensive methods. There is, however, a strong relationship between
the size of an organization and the presence of a separate personnel divi-
sion (r = .66). Therefore, these characteristics, when both are included in the
analysis simultaneously, do not have an independent effect, as predicted.

The Match

When will the match of the search and selection processes be optimal for a
job searcher? Or put another way, under what conditions will a job searcher
succeed in finding a job with a high income and high occupational status?
In this section we analyze the predictions on the importance of the differ-
ent conditions mentioned above.

When we combine the different job-finding methods into formal and
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informal channels, 125 (44 percent) of the 284 respondents found a job
through an informal channel. With respect to this there are no significant
differences between the types of higher vocational training the respon-
dents received. Nor did we find a significant difference between men and
women.

In order to test the assumed effects on income and occupational prestige
of different ways in which a match could occur we used OLS-regression.
Table 3 presents the results on the predicted effects of human capital, per-
sonal situation, informal aspects, and selection behavior of the employers,
and of characteristics of functions, organizations, and labor markets on in-
come and status. It shows, while adding the variables to the analysis step
by step, that sex, social capital, and job characteristics do have a significant
effect on income. Note that the effect of the employer’s selection behavior
does disappear when job characteristics are included in model I3 of the
analysis. The positive effects of a technical or economic education on in-
come also disappear as soon as job characteristics are included in the
analysis.

With regard to the assumed effects on occupational prestige, effects of
status of informal search do remain significant, also when job characteris-
tics are added. Having a contact person of high prestige again is an asset
with regard to the prestige attained. Putting in a good word does—instead
of what was expected—have a perverse, negative effect on the prestige of
the job attained, which effect is even amplified if the good word is passed
by a high-prestige contact person (interaction terms were established by
multiplying the z-scores of the variables in question). Selection on the ba-
sis of in-depth information does not have an independent effect on occu-
pational prestige.

We do not interpret the separate effects of the four job characteristics (ca-
reer perspective, company specific skills required, difficulty of measuring
job qualifications, and damage potential) on income and status because
these characteristics are highly intercorrelated. This means that they ex-
plain the same variation in the dependent variable. A strong effect of ca-
reer perspective on income or status, for example, does not mean very
much in itself because the effects of the other job characteristics are partly
hidden in this effect and the other way round.

CONCLUSION AND DISCUSSION

Our study demonstrates that (1) it is important to take into account both
employer and applicant characteristics in determining whether social cap-
ital will be used in the matching process; (2) returns of social capital vary
with the kind of job; (3) the explanation for this variation lies on the em-



Table 3. Results of Regression Analyses on Employee’s Income and Occupational Prestige of His Human Capital, Personal Situa-
tion, Search Behavior, Employer’s Selection Behavior, and Characteristics of Functions, Organizations (N = 284)

Income Occupational Prestige
" 2 13 P1 P2 P3

Dependent Variable B B i) B B B
Education/human capital

Economic education A7 40 12 —-.00 -.06 =27

Technical education 427 .38 .02 12 10 -.21

Grade .08 .08 .08 .05 07 .06

Number of months trainee .04 -.00 -.04 .06 -.00 —-.03

Sideline -.05 -.02 -.02 -.06 -.03 —-.02

Number of committee memberships .04 .04 .03 R A2 A2t
Personal situation

Sex (man = 1) A7 13 18" -.00 .00 ~.04

Occupational prestige father .02 ~.00 -.01 -.00 -.01 .01
Informal aspects/selection-behavior employer

Social capital 16" 12 12 .08

Social capital X human capital -.00 .02 -.10 —-.05

Informal job search -.12 -1 -.00 .03

Informal search x social capital .10 .07 .07 .07

Occupational prestige contact person .06 .01 20" 14
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Good word contact person -.07 —.06 -.13* —-.13"
Informal search X prestige contact person —.03 -.02 -.07 -.02
Good word X prestige contact person .04 .03 —-.14* —-.16™*
References X prestige contact person -.08 —.01 13" 14
Selection on in-depth info .16* 14 .05 .00
Selection on in-depth info X informal search -.09 -.05 —.05 —.04
Contact’s relationship with employer A2 .09 .07 .04

Characteristics functions/organizations/labor markets
Damage potential .04 .09
Career perspective 26" 61
Measurement 10 .07
Company-specific skills 22 -.21
Closure of sector market -1 -1
Number of applicants .08 —-.08
Number of contacts within sector market .09 12
Size of organization .00 .04

R= .31 .38 47 .05 A7 .35

F-value 15.70* 7.95%** 8.14*** 1.69 261 4.90"**

*p < .05.

**p < .01,

***p < .001.

177
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ployer side of the employee-employer match, as the employer tries to min-
imize risk and damage potential and promote commitment to develop a
career with the firm by hiring through informal channels; and (4) as a re-
sult of this two-way process it is not wise to expect that those applicants
who use informal job processes would automatically be better off, e.g., get
better jobs and incomes.

Although the design of our study was quite strong, it left some wishes
unfulfilled. We mention two points. To start with, we neglected the possi-
ble self-selection by our prospective employees for specific jobs and job
markets that might have biased our conclusions. We simply assumed that
people with a certain type of education would search for jobs in which can-
didates with their qualifications are sought.

Furthermore, we do not have extensive information on incentive struc-
tures within organizations that could be used by employers to guarantee
that employees fulfill contracts. Incentives, such as close supervision, effi-
ciency wages, or a high-trust personal relation with the employer may re-
duce the need for in-depth information on candidates.

Our study also suggests a number of lines for research. The study con-
centrated on social capital in the first phase of someone’s career. Other re-
search deals with social capital in later job transitions (Lin 1999) and, lately,
there also is a growing body of research on the effects of social capital on
mobility within organizations (e.g., Podolny & Baron 1997; for a review see
Burt 2000). It would be interesting to combine these literatures, especially
in light of a number of findings. For example, the largest steps in some-
one’s career are taken if a person leaves one organization for another, and
not one job for another within the same organization (Blossfeld & Mayer
1988). Moreover, during one’s occupational career one’s network becomes
less ascribed and more achieved, i.e., family relations become less impor-
tant than work contacts and acquaintances (Moerbeek et al. 1995). Finally,
later on in someone’s occupational career—when an individual has built
up a network and earned a certain degree of labor experience—the inter-
action between human and social capital seems to become more important
(this study, and Boxman, De Graaf, & Flap 1991).

Furthermore, contact persons should be integrated explicitly into the-
ory and research on networks and labor-market outcomes. Contact per-
sons do not pass on information indiscriminately and without further
thought to whoever they are in touch with; they see the provision of
information or any other help as an investment, or as the payment of an
outstanding debt (Grieco 1987:41-49). Moreover, they will be made ac-
countable to a certain degree for the persons they referred to an employer
and who were hired. Employers trust information about a candidate’s de-
pendable quality that is provided by referrals from their own sitting per-
sonnel (Fernandez & Weinberg 1997; Marsden & Gorman 1999). Weak ties



Henk Flap and Ed Boxman 179

work only if there is an acute labor shortage and in sectors where training
is linked with formal credentials (cf. Volker & Flap 1999). Research is ham-
pered by the difficulty of getting a complete data-set on triads of employ-
ees, possible contact persons, and employers. For example, although we
did our best, because of nonresponse by one or two of the other parties, we
succeeded in completing only 20 percent of the triads that were success-
fully mobilized by our sample of prospective employees.

A major implication of our study is that particularism is here to stay.
Technological developments, growing division of labor, increasing team
production, shorter product cycles, more autonomous jobs, less-formal hi-
erarchy, and the like, force people to cooperate more with others. These
processes create tighter couplings between different pieces of technology
and employees which makes it harder to establish the quality of a person’s
performance as well as enlarging the damage potential of a wrong hiring.
Our research suggests that present-day particularism in labor markets
serves to facilitate information on the quality of available candidates, and
not to do favors to a prospective employee or a third person. Putting in a
good word was shown to be counterproductive in that one can get a job
but not a good one. Particularistic ties are used to further the universalis-
tic goal of finding the best job or candidate available.

NOTE

We gratefully acknowledge the contribution of Reinhard Wippler and Jeroen
Weesie to our research, which was made possible by a grant of the Dutch Science
Foundation to the first author.
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Social Capital as Social Mechanisms
and Collective Assets: The Example
of Status Auctions among Colleagues

Emmanuel Lazega and Philippa E. Pattison

This chapter describes the way in which the intersection of networks can
be a social and informal mechanism that contributes to organizational gov-
ernance. Specifically, it is about a mechanism that helps the organization
deal with potentially negative effects of status competition between mem-
bers. We identify our main contribution as twofold. First, status competi-
tion is examined as an “unbounded” status auction process. Sutton and
Hargadon (1996) provided rich descriptions of “bounded” or “segre-
gated”! status auctions in design firms; the status auction they describe is
confined to the brainstorming room and designated brainstorming ses-
sions. Here, we look at “unbounded” and diffuse status auction in which
status displays and challenges occur throughout the organization. When
status auctions cannot be confined or segregated from day-to-day opera-
tions, they need to be governed in some other way. We report how inter-
secting kinds of relationships serve that end. In other words, we describe
how a specific kind of multiplexity in members’ networks provides the so-
cial mechanism that helps to deal with the potentially negative effects of
such auctions. Second, we use a specific data analysis method that is im-
portant to reconstitute this informal governance mechanism, especially be-
cause it helps to analyze the substructures of multiplex ties between
members on which this mechanism is based.

In organized settings, participation in collective action—for example,
team production, regulatory activity, or enforcement of previous agree-
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ments—requires cooperation with others, expressed through routine trans-
fers or exchanges of various kinds of resources (Crozier & Friedberg 1977).
These resources include information, coworkers’ goodwill, advice, some-
times emotional support, and many other means that serve individual and
collective ends. From a structural perspective, this means that specific lo-
cal (uniplex or multiplex) substructures of social ties must be organized so
that members can cooperate and exchange on an ongoing basis in the con-
text of wider collective actors such as organizations.

These various kinds of resources and social ties have often been seen as
constituting individual social capital for individual attainment. In this
chapter, we do not focus on measuring the relative contribution of such so-
cial ties (and their structure) to maximization of individual performance in
competitive arenas (Burt 1992). We are instead largely concerned with how
members manage their social resources in order to fulfill their commitment
to a broadly understood labor contract. This requires an understanding of
the concept of social capital as a collective asset, encompassing any social
mechanism that can characterize and help a corporate actor solve gover-
nance problems.

Citing Stinchcombe (1991:367), Hedstrom and Swedberg (1998) provide
the following definition of a social mechanism: “Mechanisms in a theory
are defined as bits of theory about entities at a different level (e.g., indi-
viduals) than the main entities being theorized about (e.g., groups), which
help to make the higher-level theory more supple, more accurate, or more
general.” A social mechanism is thus intrinsically multilevel. Following
this definition, we also believe that, like in the now well-established net-
work approach to social capital, such mechanisms can be observed only
through an analysis of social networks of members’ ties within organiza-
tions. Recurring structural and substructural patterns of uniplex or multi-
plex ties are assumed to be beneficial to collective action because they solve
problems of coordination, as well as problems of individual action (for in-
stance, by reducing individual transaction costs or improving chances of
getting ahead).

Here we identify one such governance mechanism in a collegial,
“knowledge-intensive” organization (Lazega 1992b forthcoming; Starbuck
1992; Waters 1989). We describe a “locally multiplex” exchange system,
with a specific pattern of multiplex ties among members, which suggests
the presence of this mechanism that helps members both to encourage sta-
tus auctions and keep them under control. In other words, it both cultivates
and mitigates status competition among colleagues working together, thus
solving a “too many cooks” problem. Technically, this notion of exchange
pattern refers to dyadic, triadic, and higher-level substructures that reveal
the social mechanism based on collective management of multiple resources.
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Using a case study, a network study of a corporate law firm, we look at
how three important production-related resources (co-workers” goodwill,
advice, and friendship) are transferred and exchanged by members. Spe-
cifically, we analyze the interlocking of ties among members and define a
limited number of expected interdependencies among such ties. We argue
that regularities in these substructures contribute to the social capital of the
firm by creating typical transfers and exchanges and, as such, provide a
structural answer to the problem of their participation in collective action.
These regularities constitute a social mechanism that serves to control pro-
fessional status auctions.

In order to appreciate the role of these substructures in the governance
mechanism, it is helpful to understand the work process typical of pro-
fessional members in this organization, as well as the resources that in-
terdependent individuals need to carry it out (Crozier & Friedberg 1977).
The firm is decomposed into small, flexible, and heterogeneous task
forces (Lazega 1992a) that must be able to cooperate quickly and effi-
ciently in order to react to complex nonstandardized problems. In this con-
text, such temporary task forces composed of partners and associates (at
least one of each) are multifunctional and sometimes multidisciplinary
(litigation, corporate). The importance of cooperation in these task forces
to effective individual participation is evident from the fact that individ-
ual economic performance is positively and significantly associated with
task-force membership and constraint (Lazega 1999b). A specific aspect
of cooperation in such a collegial firm is that knowledge-intensive work
is inextricably mixed with status games (Bourricaud 1961). This type of
work in teams of partners and associates is very “deliberative”: it en-
courages status competition in status auctions (Sutton & Hargadon 1996).
But at some point, there is a need for someone, usually the partner in
charge, to step in and stop the deliberation. This intervention of hierar-
chical authority can be damaging among professionals. There is also a
need for other members to help mitigate the negative effects of this in-
tervention.

This picture of case-driven task forces thus illustrates why and how a
structural approach to cooperation should examine transfers and ex-
changes of resources central to the functioning of such groups. Here, p*
models (Frank & Strauss 1986; Pattison & Wasserman 1999; Wasserman &
Pattison 1996; Robins, Pattison, & Wasserman 1999) are used to bring out
this mechanism by analyzing the interplay between the three social re-
sources shaping cooperation among these professionals. After describing
the case study in more detail, we briefly describe the model, and then iden-
tify the specific local and multiplex exchange substructures that contribute
to the organization of this cooperation.
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BRAINSTORMS AND STATUS AUCTIONS IN
A CORPORATE LAW FIRM

The case study used to establish this approach and describe the kind of re-
lationships minimally involved in this type of cooperation among lawyers
can be pictured by a short description of this organization and its func-
tioning. The fieldwork was conducted in 1991 in a Northeastern corporate
law firm, which will be called Spencer, Grace & Robbins (SG&R). The firm
comprised 71 lawyers in three offices located in three different cities, and
included 36 partners and 35 associates. All the lawyers in the firm were in-
terviewed. In Nelson’s (1988) terminology, this firm is a “traditional” one,
without formally defined departments, as opposed to a more “bureau-
cratic” type. Interdependence among attorneys working together on a file
may be strong for a few weeks, and then weak for months. As a client-ori-
ented, knowledge-intensive organization, it tries to protect its human cap-
ital and social resources, such as its network of clients, through the usual
policies of commingling partners’ assets (clients, experience, innovations;
see Gilson & Mnookin 1985) and by the maintenance of an ideology of col-
legiality. Informal networks of collaboration, advice, and “friendship” (so-
cializing outside work) are key to the integration of the firm (Lazega
1992a).

It is a relatively decentralized organization, which grew out of a merger,
but it has no formal and acknowledged distinctions between profit centers.
Although not departmentalized, the firm breaks down into two general ar-
eas of practice: litigation (half the lawyers of the firm); and “corporate”
(anything other than litigation). Sharing work and cross-selling among
partners is done mostly on an informal basis. Given the classical stratifica-
tion of such firms, work is supposed to be channeled to associates through
specific partners, but this rule is only partly respected.

A weak administration provides information, but does not have many
formal rules to enforce. The firm has an executive committee comprising a
managing partner and two deputy managing partners; the executive is
elected each year, renewable once, and is selected from partners who are
prepared to perform administrative tasks and temporarily transfer some
of their clients to other partners. This structure was adopted during the
1980s for more efficient day-to-day management and decision making. The
current managing partner is not a “rainmaker” and does not concentrate
strong powers in his hands. He is a day-to-day manager who makes rec-
ommendations to functional standing committees (finance, associate, mar-
keting, recruitment, etc.) and to the partnership.

Partners’ compensation is based exclusively on a seniority lockstep sys-
tem without any direct link between contribution and returns. The firm
goes to great lengths when selecting associates to become partners to take
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as few risks as possible and avoid selecting partners who will not “pull
their weight.” Partners may argue informally about what contribution
might “fairly” match one’s benefits, but the seniority system mechanically
distributes the benefits to each once a year. Great managerial resources are
devoted to measurement of each partner’s performance (time sheets,
billing, collecting, expenses, etc.), and this information is available to the
whole partnership. A low performance cannot be hidden for long. Such
firms usually make considerable profits, however, and this may help part-
ners overlook the fact that some voluntary contributions to shared bene-
fits may not always be consistent with the successful pursuit of narrow
self-interest.

The firm does not have a formal peer review system which could pro-
vide an intermediate step between lateral control and formal court proce-
dures. Before expulsion, partners have the power to “punish” each other
seriously by preventing a partner from reaching the next seniority level in
the compensation system. As mentioned above, a partner can be expelled
only if there is near-unanimity against him/her. Buying out a partner is
very difficult and costly. Therefore, despite the existence of direct financial
controls, the firm does not have many formal ways of dealing with free-
loading. The harm that a single partner can inflict on others might become
very substantial in the long run. Conversely, partners can try to isolate one
of their own informally by, at the very least, not referring clients, not “lend-
ing” associates, or not providing information and advice.

In this context, and as mentioned earlier, temporary partner-associate
task forces constitute the core of multifunctional and sometimes multidis-
ciplinary (litigation, corporate) teams. Activity is conducted in such tem-
porary teams in which partners keep their autonomy in their negotiation
of means and ends, and in which associates are often expected to brain-
storm with higher-status members. This creates what Sutton and Har-
gadon (1996) call status auctions, as well as a pseudomarket for strong
cooperation between members with similar and different hierarchical
statuses. When deliberating about a case, associates and partners often
play a temporarily collegial and egalitarian game in which all arguments
have equal weight. At some point, however, partners’ greater experience,
greater skill and judgment, or responsibility to the client, becomes grounds
for justifying stopping these exchanges and making a decision about how
the case will be handled and how efforts will be allocated. This is often per-
ceived to be autocratic behavior by partners imposing idiosyncratic stan-
dards of proper practice on frustrated associates, but the latter rarely say
so. They hope to advance to the top of the associate pyramid and to make
it to partnership. To partners, having the final word with associates seems
an obvious duty as a service provider or as a professional educator. Dif-
ferences among partners, however, can either be treated as differences in
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style or can trigger advice seeking outside the temporary task force; part-
ners whose advice is sought are usually more senior (Lazega 1995; Lazega
& Van Duijn 1997).

CULTIVATING AND MITIGATING STATUS COMPETITION

This form of status competition (among associates, between partners and
associates, and among partners) is an efficient mechanism for motivating
professionals at work. If receiving social approval from peers is one of We-
berian value-oriented actors’ goals, allocation of this approval through
honors and recognition—along with the privileges of rank in the pecking
order—is indeed a powerful motivation device. Status competition, how-
ever, can also get out of hand. Status can be endlessly challenged, espe-
cially on behalf of different conceptions of professionalism. In this firm,
status games and conflicts can become personalized by partners puffing
themselves up, thus creating a “too many cooks” problem. They can sub-
sequently have negative or destructive effects on learning and the circula-
tion of knowledge and experience (Lazega 1992b, 1995; Lazer & Katz,
2000). Of course, there are always moral exhortations to preserve consen-
sus among peers, but these can remain artificial and rhetorical. Stimulat-
ing competition can easily get in the way of cooperation, and professionals
know that they can lose control of this process. Status competition is thus
a double-edged sword; it is both encouraged and contained.

Status competition creates management problems for professional or-
ganizations and firms, because it is always in danger of unraveling (Ol-
son 1965). Economic approaches to labor markets (Frank 1985) assert that
incentives such as specific compensation systems take care of the negative
effects of status differences. Thus, low performers and low-status mem-
bers tend to be overcompensated relative to the value they produce,
whereas high performers and high-status members tend to be undercom-
pensated relative to the value they produce: they pay a price for being rec-
ognized as high-status members. The firm’s lockstep system can therefore
be considered as a mitigation device for status competition among part-
ners. A large majority of partners supports it because they believe it pre-
vents yearly conflicts among themselves, especially about each member’s
value to the firm.

Since compensation in this firm is tied to seniority, and since each mem-
ber’s rank in the seniority scale is defined once and for all, status competi-
tion loses one of its most dangerous stakes: money. But it is thus refocused
on other issues at stake, such as professional reputation and authority in
workgroups. For example, partners can put down associates through as-
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sociate reviews, which can also be considered humbling rituals, illustrat-
ing to associates that there are acceptable limits to challenges to partner sta-
tus in the work process (Bosk 1979; Nelson 1988; Lazega 1993). The effects
of these humbling rituals are softened by comparisons to other associates
or by other members who indicate that they would have behaved or han-
dled the case in another way. They nevertheless “underscore the status dif-
terences among their ranks” (Bosk 1979:143).

If knowledge-intensive work is inextricably mixed with status games,
collegial organizations find themselves in a bind. Status auctions are dou-
ble-edged. They can be destructive as well as constructive. Collegial firms,
therefore, need both to cultivate and mitigate status competition among
their professionals. Following Lazega and Van Duijn (1997; Van Duijn 1995;
Van Duijn & Snijders 1995), where we were able to verify that status games
are sometimes mitigated by friendship ties, we hypothesize that in such a
situation, one would expect a social mechanism both to structure the “de-
liberative” work process and help mitigate such status-competition games.
In the next section, we look at the social capital of this tirm as a pattern of
social ties and provide more specific and testable hypotheses regarding its
functional dimension. Specifically, an analysis of the interlocking of ties
among members is shown to provide a structural answer to this structural
problem.

TOO MANY COOKS? HYPOTHESES ON A TWO-STEP
MITIGATION MECHANISM

This picture of case-driven legal task forces suggests that a structural ap-
proach to participation in collective action should examine transfers and
exchanges of resources central to the functioning of such workgroups and
firms, including resources involved in the mitigation of status competition.
This statement is consistent with previous literature on cooperation and
exchange of various kinds of resources (Bearman 1997; Breiger & Ennis
1997; Burt 1982; Cook 1987, 1990; Coleman 1990; Crozier & Friedberg 1977;
Ekeh 1974; Flap, Bulder, & Volker 1998; Galaskiewicz & Marsden 1978;
Gouldner 1960; Han & Breiger 1999; Lazega 1994, 1999a; Lazega & Patti-
son 1999; Lin 1995; Lindenberg 1997; Levi-Strauss 1949). Here, we consider
three types of such resources: co-workers’ goodwill, advice, and “friend-
ship.” As in any organization, there is an unequal distribution of such re-
sources among the members of this firm. Nevertheless, we contend that the
interlocking of these resources is structured in such a way that it creates a
mechanism for mitigating status competition. The structures can be con-
strued as corporate social capital, contributing to the shaping of cooperation.
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Co-workers” Goodwill, Advice, and “Friendship”

The first type of resource is co-workers’ commitment to work, or goodwill
related to cooperation. In view of the flexibility needed to accommodate
clients” needs, given the size and complexity of some files, a good and com-
mitted co-worker is an important resource for individual attorneys. As
mentioned above, formal structure imposes constraints on the work pro-
cess. In general, a file (or case) is handled by two lawyers at least, one part-
ner and one associate. Interdependence among attorneys working together
on a file may be strong for a few weeks, and then weak for months. Access
to work opportunities depends on intake and assignment policies, on
which partners rely to try to prevent possible (ethical and business) con-
flicts among themselves.

Following the philosophy of apprenticeship in the legal profession,
partners analyze and decompose a complex problem into several parts,
and attribute to each associate working with them and observing this ex-
ercise a small part of the tasks they perform (Nelson 1988). Forced coop-
eration is nevertheless routine for many partners and most associates, but
members also give themselves room to maneuver and be strategic in their
choices of co-workers. In this structure, partners and associates need one
another. In particular, partners may depend on each other for many rea-
sons. They may have the same clients, represent large and complex files.
The form of cooperation is thus dictated by the requirements of the mar-
ket. In addition, one well-known way of keeping a client is to cross-sell
services that can be provided by partners of different specialties. Thus, a
client who initially needs advice for a specific problem, say buying a
shopping mall, will also be offered tax and litigation services by the firm.
This increases revenues and helps establish a relationship with the client.
Sharing work and cross-selling among partners is done mostly on an in-
formal basis, although less so among lawyers in general when including
associates.

Under such organizational and professional rules, members of the firm
have two preoccupations: finding interesting work; and getting coopera-
tion from colleagues to carry it out, especially colleagues who are inter-
ested in a long term relationship, and not in taking advantage of themn. Most
members want shared work with reasonable people who pull their weight
and do not grab all the credit for themselves, especially in successful cases.
Thus, individual members’ first preoccupation is with building strong, se-
cure, and durable work relationships with others: partners want other
well-connected partners and reliable associates; associates want rewarding
partners. Strong work ties are a sort of insurance policy. They extend the
horizon beyond short-term security.

The second type of resource is advice. SG&R organizes work among ex-
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perts who often refer to abstract legal knowledge. The nature of knowl-
edge-intensive work requires accumulation, transfer, and exchange of
knowledge and experience. In this context, transfer and exchange of ad-
vice among members can be seen as vital, indeed as one of the main rea-
sons for the existence of such knowledge-intensive firms. Members rely
constantly on advice from others. Advice can be seen as a product of good-
will, but it is also different from goodwill in the sense that it can be pro-
vided by someone who is not a strong co-worker. In law firms of this type,
advice is not billed to the advice-seeker. It does not show in lawyers’ time
sheets or in firm accounts. Advisors cannot claim credit in successful cases.
Lawyers who are not assigned to a case may advise, but if they want to
claim their share of the credit they would have to become official co-work-
ers on the case. This is accepted only beyond a certain contribution and
negotiated with the lawyers already in charge. It is difficult to predict uni-
laterally when providing advice may become collaboration. To seek advice
in such a context of business, career, and symbolic competition is therefore
sometimes a delicate operation. In a law firm that structures itself so as to
protect and develop its human and social capital (Wilensky 1967; Smigel
1969; Gilson & Mnookin 1985; Nelson 1988), such a resource is particularly
vital to individual members. Members see expertise as accumulated by the
firm, and they rely constantly on advice from others. Without it, they can-
not solve the usually complex legal problems that they handle (Lazega
1995). In sum, members sought out for advice can be considered to be
members with high status (Blau 1964).

The third type of resource is friendship, or “role distance,” a form of
open-ended support that is not related to the tasks themselves. Rather it is
a form of “backstage resource,” to use Goffman’s (1961) idea of a place
where actors retreat to create some distance between themselves and their
role.2 We call this support “friendship,” and understand it, in a nonro-
mantic way, as a willingness to help in a difficult situation by providing
different types of resources, such as socialization, emotional support, in-
formation, and a definition of the situation. A friend is considered as a
potential source of many resources, for example, help in asserting or ne-
gotiating one’s status, in carving out a place for oneself in the group. The
importance of this definition of friendship is that it does not assume reci-
procity and is not directly connected to the work process itself. Lawyers
say that in law firms, such ties tend to be forged among associates of the
same class or between associates who went together to the same law
school, and last throughout their career.

It might be surprising that friendship ties are proposed as a third type
of resource to be considered systematically in a competitive corporate en-
vironment. When speaking about the firm in general, many members per-
ceive that there are not many bases other than business for building ties
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with others. This underlies discourse about the firm as an “almost exclu-
sively” economic unit.? Friendship ties are not needed to drive the work
process itself. Even if general discourse on present day collegiality often
stresses the contrast between a business-oriented firm and an idealized col-
legial past, however, members do mix professional and social ties with
some selected colleagues in the firm. The partners quoted here speak more
of a general atmosphere, not of the existence of selected friendships and
personalized relationships in the firm.* In general, they consider that,
among business heads, sympathizing hearts also mean interference. There-
fore, they tend to keep associates at arms’ length, and friendship ties with
most other partners are often uneasy. But the select few can help accept
negative outcomes of status comparisons, and help deal with potential
threats.”

A Two-Step Social Mechanism

Recall that in this firm, members work in temporary and flexible task
forces, at least one partner and one associate form each team. The task force
must deal with complicated and novel legal problems for corporate clients.
Work is very intense, and interdependence among the members of the task
force is very strong while the case is open. Then the team is dissolved, and
the members form different task forces with other people to work on other
cases. The partners are always in charge, but it is important to keep in mind
that this kind of teamwork often requires that associates brainstorm with
higher-status members in order to find innovative solutions to complicated
legal problems. The interesting aspect of the work is that associates and
partners often play a temporarily “collegial” and egalitarian game in
which all arguments have equal weight. A form of professional status com-
petition is deliberately used here to stimulate creativity because it is rec-
ognized as a powerful motivation device among professionals. Members
seek some form of consensus about their strategy, but there is not always
consensus and, at some point, partners stop this deliberation and make a
decision about how the case will be handled, “the strategy,” and how the
efforts will be allocated. Stopping these deliberations without consensus
is, however, tricky. Status competition is stimulating, but it can have neg-
ative effects. Associates are frustrated, even if they do not say so, and they
may withdraw. Other partners, who are all formally equal, may either just
grumble and defer to the partner in charge, or decide that there is a need
to seek advice from more experienced or more senior partners outside the
temporary task force. We understand that members resort to a third party,
to an outside authority, as the first step in the mechanism of mitigation of
status competition—the mechanism that is part of this firm’s social capi-
tal. This use of third parties is similar to that of Coleman, Katz, and Men-
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zel’s physicians who, in a situation of uncertainty, turned to higher-status
and authoritative colleagues for more information. This first step is already
multiplex: members with work ties turn to someone with whom they have
an advice tie. Therefore, if such a mechanism works in this firm, then work
ties should be strongly interlocked with advice ties.

The second step in this mitigation process is due to the fact that, in a col-
legial and rather flat organization, members of the task force can easily turn
to several different third parties for advice. In that case, without another
step in the mechanism, the problems raised by status competition would
simply be transferred to partners of higher status, with the danger of a
domino effect. Therefore we argue that the second step of the mechanism
consists in bringing in either only one advisor, or different advisors that are
themselves connected by a third type of tie, a friendship tie as defined
above. Why would status competition be tamed when advisors have a role
distance tie with one another? Recall that in the second step of the mecha-
nism, the two advisors are not involved in the case. They are usually
higher-status partners in the first place (because one does not seek advice
from people “below”), and it is easier for them to deal with status compe-
tition among themselves, to defer to one another so as not to jeopardize
their valuable friendship ties. It is often said that higher-status members
are under more pressure to be consensus-oriented than lower-status mem-
bers. If this is an acceptable assumption, then advice ties and role distance
ties should be strongly interlocked in this system. And in addition, if in-
deed this mechanism has two steps, then it should also be the case that
work ties and role-distance ties are not strongly and directly interlocked.
Work is work: among business heads, role-distance ties can mean interfer-
ence, and many keep their colleagues at arm’s length, particularly if they
are of different status.

To summarize, with regard to the interlocking of the different types of
resources, we can derive the following hypotheses from our previous ar-
gument. To structure the work process, interdependence between co-
workers’ ties and advice ties is expected to be strong in this exchange
system. Specifically, members tend to mix work and advice ties so as to
bring in status to control the deliberation process. In addition, to mitigate
status competition, interdependence between advice ties and friendship
ties is expected to be strong in this exchange system. In other words, mem-
bers tend to mix advice and friendship ties so as to soften the potentially
negative effects of status competition.

Finally, given that partners can always have the upper hand over asso-
ciates in the same task force, and that partners in the same team seek out
other, usually more senior, partners outside the task force to sort out sta-
tus competition among themselves, we can also think that interdepen-
dence between co-workers’ ties (often mixing partners and associates) and
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friendship ties is relatively unlikely: interdependence between strong co-
workers’ ties and friendship ties will be weak overall. In other words,
members tend, in general, to sort their ties so as not to mix work and friend-
ship directly. These expectations are evaluated using the p* class of multi-
variate random graph models (Frank & Strauss 1986; Pattison & Wasser-
man 1999; Robins, Pattison, & Wasserman, 1999; Strauss & lkeda 1990;
Wasserman & Pattison 1996).

DATA AND ANALYSES

Based on this organizational analysis of resources associated with produc-
tion, standard sociometric data were collected in the firm. The name gen-
erators used to conduct the network study are presented in Appendix A.
As seen above, in this firm, such ties represent channels for various types
of resources for each member. The first is the network of strong work coir-
tacts; close co-workers can be relied upon for their cooperation; they pro-
vide future work, more desirable work, or access to clients. The second is
the network of advisors; advisors provide solutions to, or make final deci-
sions in, complex problems in a knowledge-intensive organization han-
dling sophisticated legal cases. In this law firm, the difference between
advisors and co-workers is based on the fact that a partner can seek an-
other partner’s advice without including the advisor as a coworker in the
file at hand (and thus sharing credit). The third network is the role-dis-
tance, or friendship network, identified as socializing outside work; friends
provide many different resources associated with role distance, such as
emotional and symbolic support, or a definition of the situation.

In order to evaluate the expectations derived above, it is necessary to
formulate a model that permits dependencies among network ties. Such a
model makes it possible to characterize the specific forms of interdepen-
dence among resources that help members solve the structural problem of
collegial organizations, i.e., to mitigate status competition. The p* class of
models was developed specifically for the analysis of tie interdependen-
cies. Models within the multivariate p" class are probability models for
multirelational networks (Wasserman & Pattison 1996; Pattison & Wasser-
man 1999). In their most general form, p” models express the probability of
an overall multirelational network structure in terms of parameters asso-
ciated with particular network substructures. By substructure, we mean a
specific hypothetical configuration of network ties linking a small set of
network members—for instance, a pair of lawyers joined by mutual
cowork ties, or a trio of lawyers, two of whom are linked by mutual advice
ties and a third linked by friendship to one of these two. The substructures
appearing in the model are determined by the independence assumptions
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that one makes: specifically, the substructures are defined by sets of possi-
ble ties, each pair of which is assumed to be conditionally dependent, given
the remaining ties. (The number of possible ties in a particular substruc-
ture is termed the level of the substructure.) Pattison and Wasserman (1999)
argued that the multivariate Markov assumption permits one to examine
many of the forms of interdependence among ties that have been proposed
in the network literature. These forms are associated with notions of role-
set, exchange, path-dependence, structural position, and actor effects. The
multivariate Markov assumption specifies that two possible network ties
are conditionally independent, given all remaining ties, unless the pair of
possible ties has a lawyer in common. The consequence of this assumption
is that multiplex ties and multiplex dyadic and triadic configurations are
all potentially critical in modeling the overall network structure.®

A presentation of model selection strategy and analyses of the data at
the univariate level is presented in a more technical paper published else-
where (Lazega & Pattison 1999).” Here we only present the final multi-
variate p* model for the three network relations simultaneously. This
model allows us to explore interdependencies among the three types of re-
lations that can be evaluated at the level of ties, dyads, and triads. If a sub-
structure has a large positive parameter in this p” model, then the presence
of the substructure enhances the likelihood of the overall network. This
model is homogeneous in the sense of assuming that a relational sub-
structure of a given form (e.g., a pair of reciprocal friendship ties, or some
particular triadic structure) has a constant effect on the likelihood of the
overall network structure and is not dependent on attributes of the par-
ticipating nodes. As a result, the model has a single parameter corre-
sponding to each possible substructure. Parameters are estimated using
pseudolikelihood estimation (Strauss & Ikeda 1990; Pattison & Wasserman
1999). The approximate standard errors that accompany the pseudolikeli-
hood estimates are given only for guidance as to likely order of magnitude.

THE COLLEGIAL BLEND OF RELATIONSHIPS:
A TYPICAL PATTERN

The number of possible distinct dyadic and triadic substructures involv-
ing three relations is very large. As a result, the class of substructures used
to define an initial multivariate p” model was restricted to dyadic structures
of level four or less; triadic structures of level three or less; and the level 4
triadic substructures identified in univariate analyses.® The pseudolikeli-
hood estimates for parameters in the final model (following a hierarchical
elimination) are presented in Table 1. The parameter labeling is indicated
in Figure 1. The estimates are organized according to the types of tie in-
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Table 1. Parameter Estimates for Final Multivariate Model

Parameter PLE Parameter PLE Parameter PLE
Co-work Advice Friendship
s w —3.49 (.25) Tys A ~3.46 (.25) Ts g —4.65 (.29)
T ww 4.45(.47) T A 1.33 (.24) LI 2.91 (24)
T ww 0.06 (.01) Tis A 0.06 (.01) L 0.07 (.01)
Ty wWw -0.04 (.02) Tia AA -0.06 (.01) Tia FF —0.06 (.02)
Tia ww 0.10 (.02) LI 0.06 (.01) T rE 0.03 (.02)
To waww ~0.03(.02) T AAA 0.28 (.02) Y9 rEF 0.28 (.02)
o www 0.30 (.08)
T www —-0.09 (.02)
Ts wawvw —0.06 (.02)
T wwww 011 (.02)
To_ WWWW 0.21 (.04)
Co-work and Advice Co-work and Friendship Advice and Friendship
s wa 2.44 (13) s we 0.96 (.17) Tio ap 2.42 (.22)
T wa 0.61 (.21) Tos WE 0.48 (.18) T AF 1.30 (.19)
T2 WA -0.01 (.01)
T wa -0.03 (.01) s Fw 0.01 (.01) 5 AF —0.01 (.01)
s Aw —0.04 (.01) Tys we —0.00 (.01) T3 FA —-0.03 (.01)
Tya Aw —0.02 (.01) T4 wr —0.01 (.01) 14 AF -0.02 (.01)
T waw -0.39 (.17) T owrew 1113 (29) Ty oaar  0.87(24)
L ~0.82(.14) 1rae  —0.90(27)
To_ A AW —0.08 (.02)
o AWA —0.10 (.02) Ty AFA 0.07 (.02)
o WAA ~0.12(.02)
To Aww 0.13 (.02)
To WwAw 0.18 (.02) To WEW 0.07 (.02)
T wwA 0.03 (.01)
To rew 013 (.02) To aar  0.15(.02)
Ta par —0.07(.02)
T AFAF 1.55 (.45)
Co-work, Advice, and Friendship
s AFw -1.00 (.21)
T WAF —0.30 (.24)
T WAFW 1.51 (.31)

volved in the corresponding configurations. We focus discussion on the
structures involving combinations of types of tie, noting the implications
that they have for the form of interdependence of ties in the firm.”

The large number of parameters corresponding to configurations com-
prising both co-work and advice ties suggests that co-work and advice ties
are distributed in a highly interdependent manner. We note first that the
multiplexity parameter (lawyer i sends a duplex tie to lawyer j) is large and
positive and suggests that the co-occurrence of the two types of tie is likely;
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Figure 1. Configurations corresponding to p* model parameters. The symbols a,
b, ¢, d, e, and fmay refer to any of the uniplex or multiplex relations, namely
W (co-work), A (advice), F (friendship), WA (co-work and advice), WF (co-work
and friendship), AF (advice and friendship), WAF (co-work, advice, and friend-
ship).
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to some degree, co-work and advice are aligned in structure. Second, the
exchange parameter (i sends an advice tie to j who reciprocates with a work
tie) is also positive, reflecting a tendency for the two types of tie to be ex-
changed. Third, these tendencies towards alignment and exchange are
somewhat disjunctive, as is evident from the negative estimates of the pa-
rameters 7, v A and T, AAW: Fourth, there is a clear and interesting
form of triadic interdependence for advice and co-work ties: 2-paths com-
prising one advice and one co-work tie appear to be likely to coincide with
a co-work tie, but not with an advice tie. Thus, being a co-worker of an ad-
visor or an advisor of a co-worker is not a sufficient qualification for being
a direct advisor. Such indirect ties are more likely to be associated with di-
rect co-worker ties. In this sense, the advice and co-work ties participate in
configurations having some of the characteristics of the interlock of strong
and weak ties, with advice ties the stronger of the two (Breiger & Pattison
1978; Granovetter 1973; Pattison 1993). It might be hypothesized that ad-
vice ties drive the creation of new co-worker ties, in the sense that new co-
worker ties may be forged with either the co-workers of one’s advisors or
the advisors of one’s co-workers. Indeed, it is interesting to note that the
two triadic advice and co-work configurations with positive parameter es-
timates contain as substructures two of the few likely co-work forms in
which exchange is not evident (namely, 7, .y and 7, \, ). One possi-
bility, therefore, is that the advice tie has a stabilizing role in what other-
wise may be a less stable pattern of work distribution in a system driven
largely by exchange. That is, the lack of exchange in these configurations
may be offset against the opportunity to work with individuals at higher
status; it is in this sense that status-signaling advice ties are strong and help
to articulate the distribution of collective participation. But note that this
capacity for work ties to straddle status differences does not extend too far:
the advisors of one’s advisors are not likely to be co-workers (as the nega-
tive estimate for 7, , , \, indicates). Further, we note that status-signaling
advice ties play a role in providing access to work opportunities, and that
this may help mitigate against status games. In all, and as expected, the in-
terdependence between co-worker and advice ties is strong in this ex-
change system. This begins to give shape to the distinctive nature of the
exchange mechanism that we consider a form of social capital of the firm.

Advice and friendship ties also exhibit quite strong interdependence,
with substantial multiplexity (i sends a duplex tie to j) and exchange (i
sends an advice tie to j who reciprocates with a friendship tie) effects. In
addition, the positive estimate for T11_AEAF indicates an enhanced reci-
procity effect for one type of tie in the presence of a reciprocal tie of the
other type; the enhancement is not observed, however, in the presence of
an unreciprocated tie of the other type (as the negative estimates for 7, ¢ ¢
and 1., , .y indicate). At the triadic level, the only positive estimate is as-
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sociated with a triadic structure in which friendship links the advisors j
and k of some lawyer i. Arguably, just as advice ties serve to articulate co-
work relations, so friendship ties may serve a weak articulatory role with
respect to advice ties (since configurations in which the friend of an advi-
soris also an advisor have a positive parameter estimate). Negative param-
eter estimates are associated with 3-cycles comprising two advice ties and
a friendship tie (suggesting that even though the advisor of an advisor is
a source of potential advice, such a person is unlikely to return a direct
friendship tie). Thus, one might argue that the interdependence of advice
and friendship ties can be described largely in the dyadic terms of a pro-
pensity for multiplexity and exchange, although there is also a weaker ar-
ticulatory relationship between friendship and advice ties. These patterns
of interdependence of friendship and advice ties can also be interpreted as
suggesting that friendship “softens” the status differences inhering in ad-
vice ties, both directly (through multiplexity and exchange effects) and
indirectly (by tending to link the advisors of an individual). Thus, these
patterns are consistent with our general expectations regarding the role of
role-distance ties in the mitigation of status competition.

As expected, the parameters for configurations involving co-work and
friendship tend to be much weaker. The multiplexity and exchange param-
eters are weak but positive and, since the parameter for the configuration
in which a mutual co-work tie occurs in the presence of an asymmetric
friendship tie is large and negative, these effects appear to be disjunctive.
At the triadic level, cycles comprising two friendship and one co-worker
tie are unlikely and there is a weak tendency for friendship ties to link the
two lawyers with whom a third claims co-work ties. This latter effect is
similar to, but much weaker than, the pattern by which advice was claimed
to help sustain one of the asymmetric co-work configurations. Thus, the
members tend to sort their ties so as not to mix work and friendship too
directly.

A very small number of dyadic configurations involving co-work, ad-
vice, and friendship have large estimated parameters. In particular, the
triplex tie from i to j has a negative estimate, whereas the triplex tie ac-
companied by a reciprocal co-work tie has a positive estimate. This sug-
gests that, even though pairs of lawyers may be linked by duplex ties more
commonly than the overall frequency of individual ties would suggest, the
observation of all three ties linking a pair is not a common structural form
(unless also accompanied by a reciprocal co-work tie).

Finally, simple illustrative counts looking at the number of configura-
tions with both partners and associates in each possible position in the el-
ementary configurations of the auction process, are very helpful with
respect to our main argument.'® They confirm that the brainstorming over-
whelmingly directs requests for advice toward partners (75 percent of cor-
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responding triads), and that friendship ties in this context are mostly be-
tween advising partners (62 percent of corresponding triads). The status
competition process and its mitigation through a specific pattern blending
various sorts of ties among members are thus realistically anchored in the
established formal structure of the organization.

CONCLUSION

Cooperation between members of an organization can be seen as involv-
ing routine transfers or exchanges of various kinds of resources. Structural
analysis of cooperation and management of various types of social re-
sources enhances understanding of effective participation in collective ac-
tion by highlighting the relationship between choices of important sources
of resources in a specific type of organization. This approach helps iden-
tify generic social mechanisms that can be seen as constituting a form of
corporate social capital (Leenders & Gabbay 1999). In the case examined
here, the mechanism consists of encouraging then taming unbounded sta-
tus auctions among peers. Using a network study of a corporate law firm,
we were able to reconstitute these structures in a specific work environ-
ment, one characterized by multifunctional and sometimes multidiscipli-
nary task forces in which “status competition” is a particularly strong
motivation driving participation. Specific statistical tools, p* models, were
used to analyze the interplay between the three social resources shaping
cooperation among these professionals, and then to identify the functional
role of this interplay in a mechanism dealing with this problem of status
competition. These models revealed insights about the intersection of net-
works (a key feature of this governance mechanism) at the substructural
level that would not have been apparent with less sophisticated data analy-
sis methods. The importance of configurations reflecting the presence of
this social mechanism flesh out the form of collective social capital identi-
fied here.

In conclusion, this approach to social capital points out the importance
of considering organizations as sets of generic social mechanisms (Hed-
strom & Swedberg 1998) attached to governance problems. These social
mechanisms are exemplified by this exchange system, and contribute to
corporate social capital by helping to provide structural solutions to col-
lective-action problems. Given that analyses were applied to a single case
study, we are in no position to generalize to other organizations based on
the findings reported. It remains to be seen whether this pattern has rele-
vance for other types of collegial organizations or knowledge-intensive
firms, such as professional business partnerships in medicine, engineering,
accounting, scientific or R&D laboratories, and universities; in such orga-
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nizations, the production process is difficult to routinize and professional
expertise and advice cannot easily be standardized; as a result, “internal”
transaction costs for the firm as a whole can be assumed to be a large part
of the total costs of collective action. One might therefore expect to find a
need to combine systematically several kinds of resources in order to make
collective action possible. Thus, beyond our general statement regarding
the connection between specific mechanisms as forms of social capital and
members’ participation in collective action or cooperation, more work
needs to be done to extend such an approach to other types of mechanisms
and organizations.

This conception of social capital is consistent with a general sociologi-
cal tradition that focuses on social mechanisms supporting and enhancing
economic performance, beginning with Durkheim (1893) and now strongly
established (Burt 1992; Macaulay 1963; Bourdieu 1980; Coleman 1990; see
Flap, Bulder, & Voélker 1998, and Gabbay 1997 for a review). Here, maxi-
mizing performance not only means improving technology, product and
organizational innovation, managerial coordination, or financial manage-
ment. It also means maintaining the specific local constellations of
relationships that are the basis of social mechanisms and that help organi-
zations solve problems of coordination.

APPENDIX A: SOCIOMETRIC NAME GENERATORS USED TO
ELICIT CO-WORKERS, ADVICE, AND ROLE-DISTANCE TIES

Here is the list of all the members of your firm.

Strong co-workers network: Because most firms like yours are also or-
ganized very informally, it is difficult to get a clear idea of how the mem-
bers really work together. Think back over the past year, consider all the
lawyers in your firm. Would you go through this list and check the names
of those with whom you have worked with. [By “worked with” I mean that
you have spent time together on at least one case, that you have been as-
signed to the same case, that they read or used your work product or that
you have read or used their work product; this includes professional work
done within the firm like bar association work, administration, etc.]

Basic advice network: Think back over the past year, consider all the
lawyers in your firm. To whom did you go for basic professional advice?
For instance, you want to make sure that you are handling a case right,
making a proper decision, and you want to consult someone whose pro-
fessional opinions are in general of great value to you. By advice I do not
mean simply technical advice.

Friendship network: Would you go through this list, and check the
names of those you socialize with outside work. You know their family,
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they know yours, for instance. I do not mean all the people you are simply
on a friendly level with, or people you happen to meet at firm functions.

NOTES

We would like to thank Ron Burt for useful suggestions.

1.

This term refers to Merton’s (1959) observation on status segregation as a
mechanism for managing role strain.

Goffman thought that constructing role distance was an individual activ-
ity, often a product of one’s sense of humor. We think that it is a more re-
lational activity; one needs others to construct this distance.

Listen, for example, to Partner 18: “Our firm is almost exclusively a joint eco-
nomic enterprise. If I were to pick up a paper tomorrow morning and learn that a
lawyer was hit by a car, L would be concerned. If he is in my firm, I would be nore
concerned. But that marginal difference would not be that significant, unless |
work with him, know his family and his children. There are lots of lawyers in the
community that I care more about than for some of my partners. I see a partner-
ship more like an economic unit. There is the economic sense of mutual obligation,
of enhanced goodwill and cooperation. We help each other with work. I expect more
gooduwill from a partner than fron a stranger, but that's all. ‘I'll be glad to do that.’
But my whole life does not revolve around my partners. When people are too close,
it creates problems too. And it is not necessary for partnerships to survive. There
is a leap of faith that's required that a partner would not seek a circumstance that
is harmful to me. That may be naive. Our compensation systent is a guarantee for
that leap of faith. A change in that would underimine the sense of security that I
Sfeel with my partners.”

This comes across in Partner 13’s following observation: “When the firni was
small, among other things all partners had a good idea of what other partners were
doing. There was a much greater level of social integration, I think, firn-wide, and
a tendency to look much more inwardly toward the firm as sort of almost a fanily
away from a family. In our instance, probably thirty years ago the partners in the
firnt tended to represent the most central social circle for themselves. When the firm
gets to be this size there is still a tendency to look inwardly toward the firm but it's
obviously no longer a closely knit family because there are lots of partners that you
won’t see for weeks at a time. And so there tends to be if anything a tendency for
partners to start to look outward from the firn as opposed to inward to the firm.
The closeness tends to be rediiced. Now what you have are people whose predonii-
nant social circles may include other lawyers within the firni, but probably include
many more people outside the firm. That's a healthy development, ot an withealthy
development.”

Overall densities for co-work, advice, and role-distance (or friendship)
networks are respectively 0.22,0.17, and 0.11.

In the case of a multirelational Markov assumption, the model for the net-
work is expressed in relation to substructures of a multivariate triad, or of
a multivariate star of order n — 1 (for a network of 11 nodes; see Pattison &
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9.

10.

Wasserman, in press). We have not reported analyses of the role of higher-
order stars of order three or more (that is, of substructures comprising three
or more ties directed to or from a member of the firm), since preliminary
investigations suggested that higher-order stars play a much less sub-
stantial role than the multivariate triadic configurations on which we fo-
cus here.

A hierarchical model elimination procedure was used: at any step, only
those parameters corresponding to higher-order substructures were con-
sidered for elimination (i.e., setting to zero). Thus, if one substructure was
a subset of another substructure in the model at any step, only the second
was considered for elimination at that step.

Bivariate analyses confirmed that no additional level 4 triadic structures
involving two relations made substantial contributions to model fit.

In Table 1, negative parameters for each type of tie signify that a tie be-
tween two actors is less likely than no tie (and the relative magnitudes of
the parameters confirm, for example, that work ties are the most frequent
and friendship ties are the least frequent).

For step 1 configurations (with a reciprocated work tie between i and j and
an advice tie from i to k) and step 2 configurations (with an advice tie from
itojand fromito k, and a friendship tie from j to k):

Status of Number of step 1 Nuniber of step 2
i j k configurations configurations
A A A 508 503
A P A 1179 209
A A P 646 251
A P P 1470 693
r A A 456 57
P P A 535 105
P A P 2852 122
P P r 2921 1415

A: Associates; P: Partner
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Social Networks and Social Capital
in Extreme Environments

Jeanne S. Hurlbert, John J. Beggs,
and Valerie A. Haines

Social capital has become a key concept in modern sociology. Despite that
fact, its meaning remains the subject of an ongoing debate in both theoret-
ical discussions and empirical applications. In this chapter, we draw on
Bourdieu (1986:248) to define social capital as “the aggregate of the actual
or potential resources which are linked to possession of a durable network
of more or less institutionalized relationships of mutual acquaintance or
recognition.” As Portes (1998:1) points out, this definition “makes clear that
social capital is decomposable into two elements: first, the social relation-
ship itself that allows individuals to claim access to resources possessed by
their associates [social networks and their constituent ties] and second, the
amount and quality of those resources [social resources].” We use that def-
inition to link our research on social networks and social resources in two
extreme environments: Hurricane Andrew and the underclass.

Studies of the ways in which social networks and their constituent ties
provide social capital have generally neglected an important context, ex-
treme environments. Network studies of social support have focused on
the association between the structure of routine interpersonal environ-
ments, or core networks, and the receipt of informal support, neglecting to
ask how these environments allocate resources in nonroutine situations
(but see Hurlbert, Haines, & Beggs 2000). Social-resources researchers have
asked how ties drawn from social networks provide social capital (e.g., in-
formation and influence) in a nonroutine situation, job finding, but they

209
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have provided little information about how social networks constrain and
facilitate the allocation of job-finding resources in low-income (particularly
underclass) populations (for exceptions, see Fernandez & Harris 1992;
Green, Tigges, & Browne 1995).

In this chapter, we consider these neglected contexts by asking how net-
work structures and ties drawn from those structures facilitate and con-
strain access to social capital in two extreme environments: a hurricane and
an underclass population. We begin our examination of the first context by
reviewing our previous research on Hurricane Andrew, focusing on the
types of networks that facilitate the reception of instrumental assistance.
We then extend that research by exploring who has access to these net-
works, asking how positional characteristics (e.g., social statuses) and com-
munity integration (e.g., tenure in the area, participation in voluntary
organizations) affect network structure.

Next, we shift our focus to the underclass context and review our argu-
ment that the network structure and network resources dimensions of so-
cial isolation must be examined separately in underclass populations.
Using that distinction, we explore the prevalence and nature of informal
job-finding methods in an underclass sample, addressing three questions.
First, we explore whether the receipt of social capital from social-network
ties in job finding is less prevalent among residents of underclass, as op-
posed to more affluent areas. Second, we ask whether, among individuals
who received social capital from their social-network ties to find their cur-
rent jobs, the nature of the searcher-contact ties and the characteristics of
contacts and resources differ between residents of poorer and more afflu-
ent areas. Third, we explore the association between the nature of job-find-
ing ties and the characteristics of contacts/resources, among residents of
each type of area. In our conclusions, we consider how our analysis of this
extreme environment could be extended by introducing the focus on the
activation of network ties for social capital that we used in our study of the
extreme environment of Hurricane Andrew.

SOCIAL NETWORKS AND SOCIAL CAPITAL IN
HURRICANE ANDREW

Social Networks and Social Support

Our previous research on social-support transactions during Hurricane
Andrew focused on the first element of social capital that Portes (1998)
identified, asking what kinds of social networks provide access to social
support in this extreme environment. We answered that question by ex-
amining how the structure of networks affected four support outcomes: re-
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ceipt of informal support, receipt of formal support, provision of informal
support, and the activation of core network ties for informal support. We
developed our predictions by drawing on theoretical arguments and em-
pirical findings from the social support and social resources streams of net-
work analysis, and from research on helping behavior during natural
disasters. For this discussion of our findings, we focus only on instrumen-
tal forms of social support that individuals received during the prepara-
tion and recovery phases of Hurricane Andrew.

Research outside the disaster context has established that access to in-
formal support is associated with strong rather than weak and homo-
philous rather than heterophilous ties (Wellman & Frank this volume; Lin,
Woelfel, & Light 1985), and with the dense and homogeneous networks in
which these ties are likely to lie (Campbell, Marsden, & Hurlbert 1986; Fis-
cher 1982; Haines & Hurlbert 1992). These kinds of ties and network struc-
tures characterize core networks (Bailey & Marsden 1999; Hammer 1983;
Marsden 1987; Wellman et al. 1997). Therefore, core networks provided an
appropriate arena for studying how embeddedness in different types of
networks affected access to informal support. And, because informational
advantages are key to the receipt of formal support, focusing on core net-
works also allowed us to examine the question of whether the network
structures and ties that provide access to one resource (informal support)
impede access to other resources (formal support) in the extreme environ-
ment of a natural disaster.

Our results for the first support outcome, the receipt of informal sup-
port, provided further evidence of its association with core network struc-
ture (Beggs, Haines, & Hurlbert 1996a; Haines, Beggs, & Hurlbert 2000).
Density, size, and homogeneity (age and educational) served as social cap-
ital for victims of Hurricane Andrew. Individuals who were embedded in
core networks with higher proportions of kin and higher proportions of
less educated individuals also received more informal support. None of
these results was surprising in the disaster context. Network density, ho-
mogeneity, and their dyadic counterparts, strong and homophilous ties,
are associated with high levels of social integration (Marsden 1987; Pesco-
solido 1991); in core networks, network size also indicates this property
(Marsden 1987; Pescosolido 1991). The sense of belonging and high degree
of normative consensus associated with high levels of social integration re-
flect and contribute to the routinization of support exchanges among core
network members (see Wellman & Frank this volume).

For individuals who are embedded in these environments, network ties
that served as conduits of social support in the past should be dependable
in the present, even if the present takes place in an extreme environment.
That argument also finds support in our result for kin composition. Be-
cause they are governed by norms of obligation and responsibility, rela-
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tions among kin serve as important sources of informal support (Haines &
Hurlbert 1992). Finally, individuals with less education may be more likely
to be in occupations that develop or use disaster-relevant skills (e.g., con-
struction trades); therefore, our finding for educational composition is con-
sistent with research on helping during natural disasters.

These effects of network composition and range on the receipt of infor-
mal support demonstrate that individuals who were embedded in core
networks that had these characteristics gained access to support resources
to a greater degree than individuals who were embedded in less typical
core networks. Research on social capital outside the support context sug-
gests that, where self-sufficiency is not an option, reduced access to forms
of social capital that inhere in network structure may lead individuals to
look to government agencies for social resources (Coleman 1990). To inves-
tigate that possibility in the extreme environment of a natural disaster, we
explored the effect of network structure on aid from formal organizations.

To receive formal support during natural disasters, individuals must
gain information about what is available and how to get it. For this re-
source, then, weak ties, heterophily, and range should serve as social cap-
ital (Lin, Ensel, & Vaughn 1981; Campbell et al. 1986). So should being
embedded in networks with higher proportions of higher-status individ-
uals (Lin & Dumin 1986). We tested these predictions for seven outcomes:
the receipt of formal aid, the number of sources of formal aid, aid from the
Federal Emergency Management Agency, aid from the Red Cross, aid from
churches, aid from other organizations, and Food Stamps. Our results gen-
erally supported our predictions (Beggs et al. 1996a, 1996b). For receipt of
Food Stamps, three of the four significant network effects involved net-
work composition: Individuals embedded in networks of higher mean age,
higher mean education, and higher-proportion men were less likely to re-
ceive Food Stamps than individuals embedded in networks that lacked
these characteristics. For the other outcomes, network range proved more
consequential than network composition. Being embedded in networks of
greater size, lower density, and greater geographic range affected posi-
tively the receipt of formal support.

Our analyses of network determinants of informal and formal support
strengthen the argument (e.g., by Coleman 1990; Podolny & Baron 1997;
Portes 1998; Young 1999) that the forms of social capital that facilitate cer-
tain actions may prove useless or harmful for other actions: Embeddedness
in more typical core networks facilitated receipt of informal but not formal
support. Our results for informal support also resonate with arguments in
the social capital literature that emphasize the role of trust, normative ob-
ligations, and expectations in ensuring that network members provide
assistance when it is needed (see Coleman 1990; Wellman & Frank this vol-
ume). The operation of these processes may help explain why individuals
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who were embedded in more typical core networks enjoyed access to so-
cial capital that was less available to individuals embedded in less typical
core networks. They may also help to explain why individuals embedded
in these core networks activated a greater proportion of their core-network
ties for informal support in the preparation and recovery phases of Hurri-
cane Andrew.

Two predictions about resource allocation in extreme environments fol-
low from this argument that an historical process of routine support trans-
actions shapes perceptions of support availability in nonroutine situations.
First, individuals who are embedded in the kinds of core networks that
have been shown to facilitate support reception will activate a higher pro-
portion of their core network ties than people who are embedded in core
networks that lack these characteristics. Second, these individuals will re-
ceive a higher proportion of their informal support from individuals in-
side, rather than outside their core networks.

In the extreme environment of Hurricane Andrew, core-network struc-
ture affected both the proportion of core-network ties that individuals ac-
tivated for informal support and the degree to which activated ties came
from inside, rather than from outside the core network. Being embedded
in core networks of greater density and gender diversity and that con-
tained more men, kin, and younger individuals enhanced the activation of
core-network ties. The effect of network size on the proportion of informal
support providers who were core-network members was also positive (see
Hurlbert et al. 2000).

Taken together, these analyses of how the structures of core networks
affected the receipt of informal support, the receipt of formal support, and
the activation of core-network ties for informal support suggest that em-
beddedness in more typical core networks provides social capital that is
less available to individuals who are embedded in less typical core net-
works, and vice versa. The receipt of informal support and the activation
of core-network ties for informal support were both enhanced by greater
size, higher density, more educational and age homogeneity, more ties to
kin, and more ties to individuals with less than high school education. But,
despite the fact that these network structures and their constituent social
ties enhanced transfers of informal support from core-network members,
they impeded access to formal support and to informal support from in-
dividuals outside core networks. For individuals embedded in less typical
core networks, then, the very network structures that precluded turning to
core-network ties when responding to an extreme environment—weak
ties and range—proved valuable because they provided information and
because they may have linked disaster victims to individuals outside the
core networks (see Beggs et al. 1996b; Hurlbert et al. 2000).

By establishing the beneficial consequences of different amounts and
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qualities of informal and formal support, researchers studying the support
process inside and outside the disaster context have focused attention on
the second element of social capital. Our study of the support process in
the extreme environment of Hurricane Andrew suggests that studies of
support outcomes must also consider the network structures and their con-
stituent social ties that allow individuals to claim access to resources pos-
sessed by their associates. Shifting the focus from the former element of
social capital to the latter entails asking what forms of social capital inhere
in the structures of core networks (e.g., density for informal support and
the activation of core-network ties for informal support; range for formal
support and the activation of noncore ties for informal support)—a shift
that, in turn, raises the question: Who has access to these forms of social
capital?

We address that question here, focusing on the aspects of network com-
position and range that our analyses have shown to be consequential for
support reception in the extreme environment of Hurricane Andrew.
Specifically, we ask how positional characteristics (e.g., social statuses) and
integration into the community affect access to the network structures that
exhibit the compositional characteristics and the characteristics of the den-
sity, size, and diversity dimensions of network range that we found to be
consequential in gaining access to informal support and in activating core-
network ties for informal support in the hurricane context. We also ask
whether network composition, as a form of social capital, affects the degree
to which individuals’ network structures exhibit the kinds of size, density,
and diversity that promote the receipt of informal support and the activa-
tion of core-network ties for that support in this extreme environment.

DATA AND MEASURES—THE HURRICANE ANDREW SAMPLE

Data

Hurricane Andrew struck the Gulf coast of Louisiana in 1992. Our sample
included residents of two adjacent southwestern Louisiana parishes that
the Louisiana Office of Emergency Preparedness identified as most strongly
affected by the storm. Because most residents maintained telephone ser-
vice throughout the storm, we were able to use telephone interviews to
collect data from residents of three towns in these parishes and the
surrounding rural areas that share zip codes with the towns they adjoin.
Chosen randomly from a list of telephone numbers, the 594 respondents
who completed the interview represent 70 percent of screened eligible re-
spondents (see Beggs et al. 1996a for further details on the sample).
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Measures

Measures of Core Network Structure.  The core networks that we exam-
ine include all nonredundant alters elicited by two name generators. The
first, which tapped routine confidantes of respondents, modified the
name-eliciting question that was used in the 1985 General Social Survey
(Bailey & Marsden 1999; Marsden 1987). It asked respondents to name up
to five individuals with whom they had discussed important matters in the
six months prior to Hurricane Andrew. To tap the routine associates of re-
spondents, we drew on Fischer (1982) and asked respondents to name up
to five individuals with whom they had socialized in the six months prior
to the storm.

Our name interpreter questions gathered information about the charac-
teristics of the relationships among the alters, the characteristics of their re-
lationships with the respondent, and the personal characteristics of the
named alters (from respondents’ reports). To measure the kin, gender, ed-
ucation, and age composition of respondents’ networks, we use the pro-
portion of alters who were kin (constructed from a variable contrasting kin
[1] with non-kin [0]), the proportion of alters who were men (constructed
from a variable contrasting men [1] with women [0]), the average educa-
tion of alters (constructed from a measure of alters’” education, in years),
and the average age of alters (constructed from respondents’ reports of al-
ters’ ages, in years). Because being embedded in networks of lower edu-
cation and containing younger individuals increased access to informal
support in our research, we multiplied the dependent variables tapping
average education and average age of alters by —1, to ease the interpreta-
tion of coefficients.

Turning to network range, network size represents the total number of
nonredundant alters elicited by our two name generators (maximum pos-
sible number is 10). To measure density, we constructed two measures. The
first, a structural measure, taps the proportion of maximum—intensity ties
among alters that were present in a network (constructed from respon-
dents” reports of whether each pair of alters was especially close [1], nei-
ther close nor total strangers [.5], or total strangers [0] [Marsden 1987]). The
second, the average closeness between the respondent and each alter, is
constructed from a measure of whether the respondent felt especially close
(1), somewhat close (.5), or not close at all (0) to each alter. Our first mea-
sure of the diversity dimensjon of range, gender heterophily, is the pro-
portion of alters who were a different gender than the respondent. Age and
educational homophily represent the average differences between the age
and education, respectively, of the respondent and each alter, multiplied
by —1.

Independent Variables: Positional Characteristics. Age is measured in
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years. Gender is coded male (1) and female (0) and race is coded white (1)
and nonwhite (0). We measure respondent’s education in years and fam-
ily income in thousands of dollars.! To tap marital status, we construct two
dummy variables. The first contrasts never married (1) with other (0) re-
spondents; the second contrasts separated, widowed, and divorced (1) re-
spondents with others (0). Married respondents serve as the reference
category.

Independent Variables: Community Integration.  We measure tenure in the
area as the proportion of each respondent’s life that he or she has lived in
the local area. Participation in voluntary associations is the number of vol-
untary organizations to which a respondent belongs.

Control Variables. We control for whether (1) or not (0) respondents suf-
fer from a chronic illness or disability.

RESULTS

Table 1 presents the results of our analysis of the factors that affect access
to networks that facilitate reception of instrumental assistance in the ex-
treme environment of Hurricane Andrew. Beginning with network com-
position (Table 1), we find that older individuals are less likely than
younger to be embedded in networks of lower average education and
lower average age. Because these aspects of network composition increase
access to informal support in this context, older individuals have less ac-
cess to these forms of social capital. In this extreme environment, men have
greater access to some forms of network capital but not others. Men are sig-
nificantly more likely than women to be embedded in networks of higher
kin composition and networks containing more men, but they are less
likely to participate in networks of lower average age. Race has only one
significant effect on network composition: Whites have greater access to
male-dominated networks than nonwhites do.

Higher education usually conveys greater access to resources. But our
results suggest that is not the case in the hurricane context, because of the
kinds of networks that are associated with the receipt of informal support.
More educated individuals are less likely to participate in kin-dominated
networks, networks of lower average education, and networks of lower av-
erage age. Having a higher income decreases access to networks contain-
ing less educated individuals. The significant effects of not being currently
married on forms of social capital that inhere in core network composition
are uniformly negative: Compared to their married counterparts, never
married individuals and those who are separated, widowed, or divorced
participate in networks of lower kin composition, a lower proportion of
men, and higher average education. Overall, then, we find mixed effects of
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Range
Composition Density Diversity
Kin (Hi} Sex (Male) Educ (Low) Age (Low) Size Structural  Closeness Sex (Het) Age (Hom) Educ (Hom)

Positional characteristics

Age .001 .000 ~.022* —.383"" .002 .003** .001 .001 —.209** -.019*

Sex (male) .087** 150" .015 -1.602° —.746** .021 —-.002 .038 .297 .100

Race (white) .003 .054* -.232 178 142 —-.015 —.003 .067* —.455 A7+

Education —.013" .001 —.257** -.378* .009 .000 —-.002 .004 131 227

Income .000 —.001 -.020* .021 .005 .000 —-.000 .001 .017 ~.010*

Never married —.085* —.123* .902** ~.393 —.226 -.007 .010 012 —5.378" —.208

Separated, widow,

divorced -.109~  -.077* —-.532* .951 —.268 —.009 .003 -.048 -3.260*" -.233

Community integration

Life in area (%) .001* .000 .005 -.037* .007~ .001* .000 —.000 .005 .000

Voluntary

memberships —-.004 011 —.184* -.412 247 —.004 .002 —.001 115 ~-.309

Network composition

Kin (%) — — — — —1.060** 372 .106** 266 —7.454* -.200

Male (%) — — — -— 210 .035 -.017 077 —-1.946 —-.108

Average age — — — — -.017* -.001 —-.000 ~.001 .050 -.013

Average education — —_ — — —.020 —.004 —.001 .010 —-.003 .037
Control

Disability .002 .046 118 ~.189 418" .026 .008 .047 -.127 —.489*
Intercept 738 .343 —7.344 —19.391 4.754 421 .883 —.065 -.968 -3.269
R? .061 102 272 .305 A1 324 130 135 293 247
*p < .05
~p < .01
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social statuses on network composition and, therefore, on access to these
forms of social capital in the extreme environment of Hurricane Andrew.

The effects of community integration are also mixed. Individuals who
have spent a higher proportion of their lives in the local area are more likely
than those who arrived more recently to participate in kin-dominated net-
works, but they are less likely to be connected to individuals of lower av-
erage age. Membership in a greater number of voluntary associations
decreases access to networks of lower average education.

Turning to network range, we find that older individuals are more likely
than younger to have access to the dense networks that facilitate both the
receipt of informal support and the activation of core network ties for in-
formal support in the hurricane context. They are less likely, though, to be
embedded in networks of higher age or educational homophily. We find
only one significant gender effect on network range: Men are embedded in
smaller networks than women are. Whites have greater access than non-
whites to the networks of higher gender heterophily and educational ho-
mophily that are associated with the activation of core-network ties for
informal support and the receipt of informal support, respectively. More
educated individuals have greater access to networks of higher educa-
tional homophily but individuals with higher incomes have less access to
them. Never married individuals and individuals who are separated, wid-
owed, or divorced enjoy less access to age-homophilous networks than
currently married individuals do. Both indicators of community integra-
tion exert positive effects on network size and having spent a higher pro-
portion of one’s life in the area has a positive effect on network density.

Turning to the examination of the effects of network composition on net-
work range, we find that kin composition has the most widespread effects.
Being embedded in a network of higher kin composition decreases access
to two aspects of network range that are associated with the receipt of
informal support: size and age homophily. But it increases access to net-
works of higher density (both measures) and gender heterophily. Being
embedded in a network of higher average age has a negative effect on net-
work size.

In the extreme environment of a natural disaster, social capital can take
various forms. Where most support researchers focus exclusively on the
amount and quality of support resources, our examination of social net-
works and social capital in Hurricane Andrew demonstrated the impor-
tance of considering social capital that inheres in network structure and the
factors that affect access to that social capital. Our analyses of these factors
in this chapter show that positional and community integration variables
affect access to forms of social capital that inhere in the composition and
range of core networks and that kin composition and age composition af-
fect access to other forms of network social capital. Acknowledging both
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the forms of social capital that inhere in network structure and the com-
plexity of their determinants is necessary to explain how social networks
and their constituent ties allow individuals to claim access to resources
possessed by their associates in the extreme environment of a hurricane.
To examine the question of whether these conclusions also hold for the sec-
ond element of social capital, the amount and quality of resources, we turn
to our research on social networks and social capital in the underclass.

SOCIAL NETWORKS AND SOCIAL CAPITAL IN
THE UNDERCLASS

Social Capital and Social Isolation

As sociologists have renewed their focus on the underclass, they have be-
gun to ask what role network structures play in perpetuating poverty (see
Fernandez & Harris 1992; Hurlbert, Beggs, & Haines 1998; Tigges, Browne,
& Green 1998; Stanton-5alazar 1997; Wacquant & Wilson 1989). The impe-
tus for this research comes primarily from Wilson’s (1987, 1991; Wacquant
& Wilson 1989) and Granovetter’s (1982) discussions of the structure and
dynamics of social isolation and its relationship to poverty. Wilson (1987,
1991) argued that poor populations are socially isolated, where social iso-
lation conveys a lack of connection to mainstream individuals and institu-
tions that results in separation from job networks and resources that would
help poor individuals escape poverty. Social isolation, he contends, is in-
extricably linked to economic isolation—poverty and welfare dependence,
loss of economic capital, and high rates of unemployment and underem-
ployment. Social isolation reflects a lack of social capital (Wacquant & Wil-
son 1989) and is linked to a lack of economic capital. Underlying this social
and economic isolation are macroleve] demographic and economic shifts
that have transformed the inner city. Following mainstream norms (Singh
1991), middle-class blacks have migrated out of center cities toward more
affluent areas, depriving inner-city areas of key social and economic re-
sources (Wilson 1987; Wacquant & Wilson 1989). Economic shifts have re-
duced the availability of inner-city jobs.

Because the concept of social isolation is inherently relational, this the-
sis clearly demands a network approach to understanding social isolation
and its obverse, access to social capital, in the underclass. That approach is
beginning to emerge (see, e.g., Fernandez & Harris 1992; Hurlbert et al.
1998; Oliver 1988; Tigges et al. 1998; Stanton-Salazar 1997). But the devel-
opment of that approach has been limited by the failure of many studies
(see, e.g., Fernandez & Harris 1992; Tigges et al. 1998) to recognize that the
concept of social isolation, like the concept of social capital (Portes 1998),



220 Social Networks and Social Capital in Extreme Environments

is decomposable into two dimensions: network structure, illustrated by
Wilson's identification of the geographic restriction of underclass residents’
networks, and network resources, which, as Wilson (1987, 1991) argues, en-
tails a lack of connection to “mainstream” individuals and institutions, job
networks, and the information and influence that these networks can pro-
vide. Granovetter’s (1982:116-17) discussion of poverty points to the same
two dimensions: He suggests that one factor perpetuating poverty is poor
individuals’ lack of weak ties and network range (network structure di-
mension) that would increase their access to instrumental resources (net-
work resources dimension).

To explore these arguments about social isolation and social capital
fully, two types of analysis are necessary. First, researchers must examine
(a) the structure of the routine networks in which individuals are embed-
ded (e.g., density, range), and (b) the potential resources contained in these
networks (e.g., employed individuals, communication/transportation re-
sources). Second, they must examine the activated resources to which
those networks grant access by comparing, between underclass and other
populations: (a) the prevalence of resource transfers through activated net-
work ties, and (b) the nature of those ties and resources.

Beginning with the first type of analysis, Fernandez and Harris (1992)
did operationalize the concept of social isolation in network terms, but
they failed to distinguish between its network structure and network re-
sources dimensions. Their ability to assess social isolation was also im-
peded by the fact that the only name generator in the data that they used
(the University of Chicago’s Urban Poverty and Family Structure Project)
tends to tap strong ties. The Multi-City Study of Urban Inequality (MCSUT)
data, used by Green and his colleagues (Green et al. 1995; Tigges et al. 1998;
Green, Tigges, & Diaz 1999) provide a restricted range of measures of each
dimension of social isolation, which limited their ability to measure the
construct. Particularly problematic in both studies was the fact that neither
could assess a key aspect of Wilson’s and Granovetter’s arguments about
the network structure dimension of social isolation, the argument that res-
idents of underclass areas lack access to weak ties.

In earlier work (Hurlbert et al. 1998), we used data that included an ex-
panded range of name generators and name interpreters to examine the re-
lationship between the two dimensions of social isolation. Treating these
dimensions as conceptually and empirically distinct, we asked whether
the structures of social networks of underclass individuals in our sample
differed from those of residents of more affluent areas in the ways that Wil-
son’s (1987) and Granovetter’s (1982) arguments predict. Then, focusing
on residents of an underclass area, we asked what kinds of network struc-
tures and ties yielded access to social resources, or social capital, in that
population. In doing so, we explored not only the aspects of network struc-
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ture that Wilson (1987) and Granovetter (1982) suggested are consequen-
tial, but also aspects of network structure that social resources studies have
shown to affect access to social capital (see, for example, Lin et al. 1981).

We began by using the two dimensions of social isolation to compare
residents of a “core” underclass area to (a) residents of the transitional
“ring” that surrounds it, and (b) residents of nearby middle-class areas. We
did find some differences on the network-structure dimension between the
“core” and the two comparison areas, including the surprising finding that
residents of the underclass sample had higher, rather than lower propor-
tions of weak ties in their networks. But our results show that the core is
more distinct on the network-resources dimension than on the network-
structure dimension of social isolation. For example, residents of the core
had less access to educated individuals and to communication and trans-
portation resources than either of the two comparison groups did.

In our exploration of how the network-structure dimension of social iso-
lation affected the network-resources dimension among residents of the
core underclass area, we found that geographic concentration of network
members constrained access to some job-finding resources and network di-
versity increased it; sharing voluntary organization memberships with
network members increased access to employment and transportation re-
sources; and network size increased access to employment resources. But
the effects of tie strength were mixed: Weak ties appeared to increase ac-
cess to some types of resources, but not others.

These findings provide information about the structure of routine net-
works in the underclass and about what kinds of networks yield access to
“potential” or “latent” social capital in that extreme environment. In the
analyses that follow, we shift the focus to activated ties to ask how the
prevalence and nature of the use of informal job-finding contacts and re-
sources varies between residents of underclass areas and residents of more
affluent areas.

Our first question is whether employed individuals who reside in un-
derclass areas are less likely than their counterparts in more affluent (i.e.,
middle-class) areas to have found out about the jobs they currently hold
through social contacts. By definition, if individuals found out about their
current jobs through contacts, then those contacts provided social capital;
we compare the prevalence of this form of social capital between residents
of the two types of areas.? We then compare the nature of the ties that trans-
ferred job-finding resources (their strength and their gender composition)
and the characteristics of the contact and the resources (whether the con-
tact was employed at the destination firm and whether the contact provided
influence) between the two groups. Finally, we examine the association be-
tween (a) the characteristics of searcher-contact ties and (b) characteristics
of contacts and resources between the two comparison groups.
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Wilson’s (1987, 1991) and Granovetter’s (1982) arguments predict that
the receipt of social capital from job-finding contacts should be less com-
mon among residents of underclass areas than among residents of more af-
fluent areas. Because Wilson (1987) and Granovetter (1982) contend that
lack of access to weak ties is a key aspect of the network-structure dimen-
sion of social isolation, their arguments predict that residents of underclass
areas are less likely than their more affluent counterparts to have used
weak ties to find jobs. We note, though, that our earlier analyses suggest
that this prediction may not be supported in these data. Given the argu-
ment that underclass residents’” networks have lower range and are less
likely to convey access to higher-status individuals, we expect a higher
proportion of searcher-contact ties in underclass areas to be gender-ho-
mophilous and to connect searchers to women. Finally, underclass-area
residents who found jobs through network ties should be less likely than
their more affluent counterparts to have used contacts who were connected
to the destination firm and who exerted influence on their behalf.

Green et al. (1995) explored similar issues with the Atlanta sample of the
MCSUI data. They found that, of the individuals in their sample who used
personal contacts to find jobs, the poor were significantly more likely than
the nonpoor to use relatives. They also found that a significantly lower pro-
portion of poor than nonpoor respondents found their jobs through con-
tacts who were connected to destination firms. They did not, however, find
significant differences in the proportions whose contacts hired them or
whose contacts talked to the employers about them.

At the same time that our analyses provide a comparison in a mid-sized
Southern city, they extend the work of Green and his colleagues in three
ways. First, drawing upon the distinction between the network-structure
and network-resources dimensions of social isolation, we explore the as-
sociation between characteristics of the searcher / contact tie and the nature
of the social capital that the contact provided. Second, we provide a better
measure of tie strength: Rather than tapping the role relation between the
searcher and contact, our measure taps the emotional closeness between
them (see Marsden & Campbell 1984). Third, in considering the network-
structure dimension, we measure not only the strength of the searcher-con-
tact tie but also its gender composition and gender homophily.?

DATA AND MEASURES—THE UNDERCLASS SAMPLE

Data

The data we use to test these arguments come from a 1995 study of resi-
dents of a mid-sized Southern city in the United States. The characteristics
of the areas from which our underclass sample is drawn correspond to con-
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ventional definitions of the underclass: high rates of poverty, unemploy-
ment, and underemployment. We compare residents of these poor areas to
residents of middle-class areas that surround these communities. We col-
lected data through telephone interviews with residents of these areas, us-
ing random-digit dialing to select the sample (see Hurlbert et al. 1998 for
more details on the characteristics of the sample). Because census data in-
dicated that as many as 30 percent of households in the core underclass
study area lacked telephones, we constructed a supplemental sample of
these households, selected through randomization techniques from blocks
in which the proportion of households without a working telephone was
high. Interviews with residents of sampled nontelephone households were
conducted by cellular telephones, provided by field contacts.

Measures

In order to assess the extent to which our respondents used social capital
that inheres in network structure to find their current jobs, we first asked
employed respondents how they found the jobs that they currently held.
Our classification contrasts those who used informal methods (e.g., ties
drawn from social networks) with those who did not (e.g., who used for-
mal methods [employment agencies, newspaper ads] and direct applica-
tion). We then asked respondents who used informal methods a series of
questions about the contact who provided information about their current
jobs. To measure the strength of the searcher-contact tie, we asked each re-
spondent whether he or she was very close (1), somewhat close (.5), or not
close at all (0) to the contact. We use two versions of this measure in our
analyses. The first, “strong tie,” compares very close (1) ties to those who
were either somewhat close or not close at all (0); the second, “closeness,”
uses all three categories. Using information on the gender of the search
contact and the respondent, we created a measure of gender homophily
that taps whether the search contact was the same (1) or a different (0) gen-
der than the respondent. We asked respondents whether (1) or not (0), at
the time of the search, the contact was employed at the destination firm.
Finally, we asked whether (1) or not (0) respondents perceived that the con-
tacts used influence on their behalf.

Because the case bases for our analyses are small, we cannot control for
job tenure. Although we are not predicting search outcomes, the issue of
tenure becomes important in considering the time at which the job search
took place: Because some respondents may have found their current jobs
5 years ago and others 15 years ago, they may have faced very different la-
bor-market conditions. The average tenure among residents of underclass
areas is 5.26 years; among residents of middle-class areas, itis 6.18. The dif-
ference between them is not statistically significant.
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RESULTS

We begin our exploration of differences between residents of underclass
and more affluent areas in the use of network social capital for job finding
by comparing the job-finding methods of the two groups. The first line of
Table 2, Panel A shows a statistically significant difference between resi-
dents of underclass and more affluent areas in the proportions of individ-
uals who used informal methods: Contrary to predictions drawn from
Wilson’s (1987, 1991) and Granovetter’s (1982) work, a larger proportion
of residents of poorer, as opposed to more affluent areas used this form of
social capital to find their current jobs. This finding is particularly surpris-
ing in light of the fact that the work histories of residents of the underclass
areas are poorer (e.g., they have longer spells of unemployment, less work
experience) than those of residents of more affluent areas. Consistent with
that pattern, we find significantly greater use of personal contacts among
individuals with poorer work histories (results available upon request).

Turning to our comparisons for people who used informal methods
(contacts) in their job searches, we explore (a) the characteristics of the
searcher-contact ties (Table 2, Panel A), (b) the characteristics of search con-
tacts and the resources that they provided (Panel A), and (c) the associa-
tion between (a) and (b) (Panels B-E). Beginning with the characteristics of
searcher-contact ties, we find no significant difference in the proportions
of residents of underclass and more affluent areas who found their jobs
through weak ties, on either tie-strength measure. These results contradict
the predictions drawn from Wilson (1987) and Granovetter (1982), who cite
the absence of weak ties as a defining characteristic of social isolation in
the underclass. Gender homophily of the contact also fails to differentiate
residents of underclass areas from residents of more affluent areas.

When we examine the nature of the network social capital used to find
jobs among residents of the two types of areas, we find no significant dif-
ference in the proportions of job-finding contacts who were employed at
the destination firm or in the proportions of contacts who were perceived
to exert influence. These results suggest that some residents of underclass
areas may have better access to network social capital for job finding than
social-isolation arguments predict. That suggestion finds support in the
fact that, among employed residents of underclass areas who found their
jobs through personal contacts, nearly 71 percent found them through con-
tacts who were employed at the destination firm and over 57 percent found
them through contacts who were perceived to exert influence.

To extend these analyses, we combined these two measures to compare
individuals who used contacts who were either employed at the destina-
tion firm or used influence on the searcher’s behalf to those whose contacts
provided only information. We found that a significantly higher propor-
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Table 2. Social Capital and the Underclass: Mean Differences

A. One-Way Comparisons Underclass Middle Class t-Test
Person contact .550 (129) 446 (121) -
Strong tie 463 (54) 525 (40)
Closeness .639 (54) 675 (40)
Gender homophily 763 (59) 675 (40)
Contact employee .709 (55) 568 (44)
Contact influence 571 (55) 568 (44)
Influence or employee .855 (55) 682 (44) *
B. Tie Strength Strong Weak t-Test
Contact employee .630 (46) .608 (46)
Underclass .680 (25) 704 (27)
Middle class 571 (21) 474 (19)
Contact influence .587 (46) 511 (47)
Underclass .600 (25) .536 (28)
Middle class 571 (21) 474 (19)
Influence or employee .804 (46) 717 (46)
Underclass .880 (25) .814 (27)
Middle class 714 (21) 579 (19)
Gender homophily .652 (46) 813 (48) *
Underclass 720 (25) .828 (29)
Middle class 571 (21) .789 (19)
C. Gender Homophily Homophilous Heterophilous t-Test
Strong tie 435 (69) .640 (25) *
Female contact 514 (72) .148 (27) **
Underclass 533 (45) .143 (14) >
Middle class 481 (27) 154 (13) *
Contact employee .582 (67) .731 (26)
Underclass 625 (40) 923 (13) -
Middle class 519 (27) 538 (13)
Contact influence .618 (68) .385 (26) *
Underclass 610 (41) 462 (13)
Middle class .629 (27) .308 (13) *
Influence or employee 761 (67) .769 (26)
Underclass .800 (40) 1.000 (13) *
Middle class 704 (27) .538 (13)
D. Contact Gender Male Female t-Test
Contact homophily .603 (58) .902 (41) i
Underclass 636 (33) .923 (26) >
Middle class .560 (25) .867 (15) *

continued
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Table 2. (continued)

E. Respondent Gender Male Female t-Test
Contact homophily .897 (39) .617 (60) >
Underclass 913 (23) .667 (36) **
Middle class 875 (16) 542 (24) *
Contact influence .692 (39) 492 (81) *
Underclass .609 (23) .545 (33)
Middle class .812 (16) 429 (28) *
*p < .10.
*p < .05.
**p < .01.

N for each group appears in parentheses.

tion of residents of underclass, as opposed to more affluent areas, found
their jobs through contacts who were either employed at the destination
firm or used influence on their behalf. These findings differ from the pre-
dictions of the social-isolation literature and the findings of Green et al.
(1995).

Finally, we asked whether an association existed between the nature of
the searcher-contact tie and the characteristics of contacts and resources,
among residents of each type of area. Because our case base is small, we in-
terpret these comparisons cautiously. We found no significant differences
in the degree to which strong, as opposed to weak ties were associated with
access to employed contacts or contacts who used influence on behalf of
the searcher, among residents of either type of area (Table 2, Panel B).
Among employed residents of both areas who found their jobs informally,
gender-homophilous ties were significantly more likely than gender-het-
erophilous ties to connect the searcher to female job-finding contacts (Panel
C). Asignificant, positive association exists between the gender homophily
of the tie and the nature of the social capital provided. Among residents of
underclass areas, gender-heterophilous contacts are significantly more
likely to have been employed at the destination firm. We also found a sig-
nificant, positive association between gender heterophily of the job-find-
ing contact and the variable that taps whether the contact either used
influence on the searcher’s behalf or was employed at the destination firm,
among residents of underclass areas. Conversely, among residents of more
affluent areas, gender-homophilous contacts were significantly more likely
to have used influence on the searcher’s behalf. Thus, gender heterophily
seems to have served as social capital for residents of underclass areas,
whereas gender homophily proved beneficial for residents of more afflu-
ent areas.

The last two panels of Table 2 explore further the gender structure of
searcher-contact ties. These panels suggest three things. First, female con-
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tacts are used almost exclusively by female searchers, among residents of
both areas; conversely, male contacts are used by both male and female
searchers (Panel D). Second, among residents of both areas, male job
searchers are more likely than female searchers to have found their jobs
through gender-homophilous contacts (Panel E). Third, among residents
of more affluent areas, male searchers are significantly more likely than
female searchers to have received influence from the contact. But the pat-
tern does not hold for residents of underclass areas: There, male searchers
do not appear to have received significantly more of this form of social
capital.

The results of Table 2, Panels D and E, can inform the interpretation of
the effects in Panel C. For example, among residents of underclass areas,
the significant difference between heterophilous and homophilous ties, in
the proportion of contacts who were employed at the destination firm
(Panel C), needs to be interpreted in light of the fact that nearly all gender
heterophilous ties connected female searchers to male contacts (Panels D
and E). Among residents of middle-class areas, the significant difference,
between heterophilous and homophilous ties, in connecting the searcher
to a contact who used influence needs to be interpreted in light of the fact
that male residents of middle-class areas are significantly more likely than
their female counterparts to have used a contact who provided influence.

Among employed residents of underclass areas, then, we find more ex-
tensive receipt of job-finding social capital from network ties than the so-
cial-isolation literature predicts. We find no significant differences between
residents of the two types of areas in the characteristics of ties, contacts, or
resources, with one exception: A significantly higher proportion of under-
class residents found their current jobs through contacts who were either
connected to the destination firm or used influence on their behalf; this
finding is primarily a function of contacts’ connections to the destination
firm. These results are inconsistent with predictions drawn from the social-
isolation literature. We find some differences between residents of the two
areas in the association between the nature of searcher-contact ties and the
resources that they provided. Chief among these is the finding that gender-
heterophilous ties are more likely than gender homophilous ties to have
provided social capital to residents of underclass areas, but the reverse is
true for residents of more affluent areas.

CONCLUSIONS

Our analyses of social networks and social capital in the extreme environ-
ments of a natural disaster and an underclass population underscore the
importance of recognizing the social-network and social-resources ele-
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ments of social capital and the relationship between them. Taken together,
they show that, for both elements, forms of social capital that are valuable
in one environment may be useless or even harmful in another. For exam-
ple, although more educated individuals typically enjoy greater access to
social capital, they may have less access to the kinds of network structures
that facilitate reception of informal support in the hurricane context. Our
analyses of social capital among residents of underclass areas suggest that
gender-heterophilous ties provide resources for residents of underclass ar-
eas, whereas gender-homophilous ties are more likely to benefit residents
of more affluent areas. Just as Erickson (this volume) argues that forms of
useful social capital may be labor-market specific, so too can they be spe-
cific to broader social contexts. We note that gender-heterophilous ties are
used primarily by women. It is possible that, among residents of middle-
class areas, gender-homophilous ties are beneficial because a majority of
individuals are locating sex-segregated jobs. Conversely, if residents of un-
derclass areas are finding employment in less sex-segregated jobs, then the
range indicated by gender-heterophilous ties may be more beneficial.

Our analyses of the ways in which social networks and their constituent
ties provide social capital in extreme environments also underscore the
need to consider the relationship between potential and activated forms of
social capital (see Erickson, this volume). The analyses we present in this
chapter explore the prevalence and nature of activated social capital. But we
focus only on employed individuals; as our earlier analyses (Hurlbert et al.
1998) of potential resources in the underclass suggest, the socjal-isolation
argument may portray more accurately the potential resources available to
the portion of the underclass population that is not employed. Exploring
the social-isolation argument fully will require both types of analyses. It will
also require exploration of the processes by which potential resources be-
come actual resources in underclass populations. One strategy for doing so
is to follow the approach that we developed in our study of Hurricane An-
drew and ask what kinds of core networks are activated for social capital in
underclass populations (the link between core networks and activated ties)
with what results (linking activated ties and outcomes).

These kinds of studies are more difficult to craft in an underclass popu-
lation: Unlike the general population, residents of these areas function rou-
tinely in an extreme environment. Thus, it becomes more difficult to
identify a situation in which a large number of residents, at any time, acti-
vate network ties for a given resource. Events like those that surround the
current welfare reform in the United States may provide an opportunity
for such analyses. As individuals who have been forced off welfare rolls
move into job-training programs and attempt the transition into the labor
force, exploring the activation process may help us to understand better
how their networks constrain and facilitate access to social capital.
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NOTES

1. We asked respondents to place their income in one of seven categories. We
recoded the first six categories to their midpoints and the seventh to $85,000.
We developed a prediction equation to estimate family income for the 59 re-
spondents who failed to report it. Details are available from the first author
upon request.

2. Thus, we do not consider the utility of these methods or of contact/ tie char-
acteristics. We also note that we make only one comparison here, between
residents of underclass and middle-class areas.

3. Tigges et al. (1998) used a measure of contact gender in examining the util-
ity of social resources, but did not compare the prevalence of gender-ho-
mophilous contacts between poorer and more affluent individuals.
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Network Capital in a Multilevel
World: Getting Support from
Personal Communities

Barry Wellman and Kenneth A. Frank

TIES AND NETWORKS

When people need help, they can either buy it, trade for it, steal it, get it
from governments and charities, or obtain it through their “personal coni-
munity networks”-—supportive ties with friends, relatives, neighbors and
workmates. Such ties supply “network capital,” the form of “social capital”
that makes resources available through interpersonal ties. It is widely
available, usually specialized, and unevenly distributed among people,
ties, and networks. Network members provide emotional aid, material aid,
information, companionship, and a sense of belonging. Their “social sup-
port” is one of the main ways that households obtain resources to deal with
daily life, seize opportunities, and reduce uncertainties.

These are not trivial pursuits for people or society. For people, personal
community networks are flexible, efficient, available, and custom-tailored
sources of social capital that are low in financial cost. They may strengthen
bonds while providing needed resources (Fischer 1982; Wellman 1999;
Schweizer et al. 1998). For society, network capital conveys resources, con-
firms identity, influences behavior, and reinforces integrative links be-
tween individuals, households, and groups (Durkheim 1893; Espinoza
1999; Ferrand, Mounier, & Degenne 1999). The nature of network capital
affects the quality, quantity, novelty, and availability of resources (Popie-
larz 2000). The loosely coupled, networked nature of contemporary soci-

233
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eties means that social capital comes contingently from a variety of per-
sons, ties, and networks, rather than stably from a single, solidary group
(Wellman 1999, 2001).

Bases of Support

Where does network capital come from? The explanation for who gives
what to whom may be in the nature of the giver and receiver, the relation-
ship, or in the composition and structure of the network in which people
and ties are embedded. When people need assistance, they often want to
know which relationship is likely to help them. They wonder:

¢ Will my brother or my mother lend me money to buy my dream
house?

¢ Will my best friend or my sister be more understanding of my mari-
tal problems?

*  Who is the best person to ask to babysit tomorrow night?

Such questions provide the basis for our investigation of network capital:

o Isit the social characteristics of the people involved, as when a rich man
gives money or information to a poor woman (Lin & Dumin 1986)??

+ Is it the nature of the tie, as when close friends are more supportive
than acquaintances (Wellman & Wortley 1990)?

¢+ Is it a network phenomenon, such as the network’s composition: For
example, does a network filled with close friends impel each of them
to be extraordinarily supportive?

+ Perhapsitis the network’s structure, with densely knit networks com-
municating about needs, enforcing norms of supportiveness, and co-
ordinating deliveries of support (Burt 1992; Cook & Whitmeyer 1992;
Lin 2001).

When people ponder these kinds of questions, they are analyzing their
relationships with different kinds of network members. Because personal
communities rarely operate as solidarities, people cannot count on all the
people in their network to leap in and provide needed help. Nor is all help
actively sought (Wellman 1982; Pescosolido 1992). Hence the provision of
network capital depends on the social characteristics of each network
member (or alter) and the relational characteristics of each tie with a network
member. With respect to the social characteristics of network members, sup-
port may be a function of the characteristics of egos who may receive sup-
port or of alters who may provide support. For example, women are more
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likely to receive support, and parents and adult children are more likely to
provide support.

People who provide support are not homogeneous grains of sand nor
are their ties unstructured heaps of pick-up sticks. When analyses of social
characteristics look only at the attributes of what aggregated heaps of indi-
viduals “possess,” they neglect variation in which kinds of alters provide
support. On the other hand, analyses at the tie level, of the providers and
receivers of support, treat each tie as a discrete dyad and ignore the net-
work context of supportive ties. They do not take into consideration how
variation in network composition and structure might affect the provision
of social support through ties (see the reviews in Gottlieb & Selby 1990;
House, Landis, & Umberson 1988; Wellman 1992a).

Sociologically informed analyses of ties within networks have inves-
tigated whether the attributes of ties (such as tie strength or frequency
of contact) are linked to support or information obtained through these
ties. Mark Granovetter has argued that weak ties with socially hetero-
geneous alters provide more diverse information (1982); our group’s re-
search has shown that strong, intimate ties provide more emotional
support and companionship (Wellman 1979; Wellman & Wortley 1990),
and Haythornthwaite and Wellman (1998) have shown that co-workers
who are friends exchange more email. But such analyses have examined
effects at the tie level without accounting for the supportive effects of
variations in the kinds of people involved and the networks within
which they interact.

Support Comes from Ties and Networks

There is more to interpersonal life than just individuals and ties. People are
often immersed in milieus filled with companionship, emotional support,
or caring for others whose dynamics go beyond the level of the individual
alter or tie. The compositional and structural characteristics of networks
must be taken into account (Hogan & Eggbeen 1995; Wellman & Gulia
1999b). People wonder:

Where canIget help from? Is my network large enough, coordinated enough,
and containing enough of the right kinds of people to give me someone—or
perhaps, several people—who can babysit, lend me money, provide marital
understanding, or help when I am ill?

Network capital works differently than dyadic capital because in a net-
work there may be group pressures to provide support. The biblical tale of
Cain and Abel describes the sanctions that will be imposed on those who
act against group members. Those who are disconnected, who are not
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“their brother’s keepers,” will find themselves “a fugitive and a wanderer”
(Genesis 4:12). God serves as the Simmelian third party who can punish
transgression in the dyad (Simmel 1922).

Therefore, at the network level of analysis, researchers look at the conpo-
sition of the networks (e.g., network size, network heterogeneity, mean fre-
quency of contact, the percent of contacts who are friends) and the structure
of these networks (e.g., density of links among alters). Such analyses seek
to understand how the properties of networks affect what happens in them
(and to them). Which attributes of networks tend to occur together? For ex-
ample, are densely knit networks more supportive, more controlling, or
both? The size and heterogeneity of a network (its “range”) affect its mem-
bers” access to resources (Haines & Hurlbert 1992; Burt 1983, 1992), and net-
works with more socioeconomic resources better mobilize supportive
network capital (Lin 2001).

Some theories of network capital directly link the provision of support
to the social structure in which a person or a tie is embedded. H. G. Wells
(1913) wondered if “in the country of the blind” (but nowhere else) would
a one-eyed man be king. Portes and Sensenbrenner (1993:1325) describe ei-
forceable trust as occurring in networks, when an “actor’s behavior is not ori-
ented to a particular other but to the web of social networks.” (See also
Weber 1922 on “particularistic obligations.”) In our biblical example, Abel
should have been able to enforce the trust of Cain due to their mutual obli-
gation to the network that includes God. We have the moral in terms of
sanctions imposed for violated trust. By contrast, other forms of network
capital such as specific exchanges, generalized reciprocity (Sahlins 1965), and al-
truistic value introjection may depend on the specific circumstances of the tie,
if they are not embedded in a densely knit network.

Nor is it only a question of whether the characteristics of the network or
the tie or the alter independently affect the availability of network capital.
The story of Cain and Abel illustrates how the effects of ties may be con-
tingent on the types of networks in which they are situated. As in biblical
times, kin may be called on for support when they are enmeshed in net-
works, and adult sons are more likely to aid their elderly parents when
there are not any adult daughters available (Stone, Rosenthal, & Connidis
1998). People navigate nimbly through partial involvements in multiple
networks; as members of these networks they are subject to the networks’
constraints and opportunities. The helpfulness of ties is enhanced by be-
ing in a resource-rich network (Lai, Lin, & Leung 1998).

How are the propensity of alters and ties to be supportive affected by
the kinds of networks in which they are embedded? At this interactive level
of analysis, we wonder if being in a network composed of similar others
will foster a greater tendency to supportiveness. For example, are kin more
apt to be supportive when the tie is embedded in a network filled with kin.
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This would be a potentiating interaction effect. But there could be sup-
pressive interactions as well. Consider the folk saying, “quantity doesn’t
equal quality,” which argues that intimates are less likely to be supportive
in large networks.

Network capital thus operates through many aspects of interpersonal
life that make resources available:?

1. Ego’s Social Characteristics: The needs and resources that a person
already possesses, including his/her ability to attract social support.

2. Network Size: The number of ties that a person (“ego”) has in his/
her personal network.

3. Resource Possession: The resources that these network members
(“alters”) possess.

4. Ego-Alter Similarity: The similarity of ego’s and alters” social char-
acteristics.

5. Resource Availability: The willingness of alters to provide these re-
sources to ego.

6. Resource Delivery: The ability of alters to deliver these resources
to ego.

7. Support History: The support that alters have already given to
egos, short-term and long-term.

8. Reciprocity: The history of support that egos have given to alters.

9. Network Composition: The characteristics of all alters in a net-
work, both:
a. Similarity: The tendency of similar alters to facilitate each

other’s delivery of resources.
b. Dissimilarity: The diversity of alters in a network.
10. Network Structure: The structure of interpersonal relations that:
a. Information Flows: Disseminate knowledge about ego’s needs
and resources.
b.  Social Control: Facilitate or constrain the provision of resources.
11. Indirect Ties: Ties to people outside the network that provide ac-

cess to additional resources.

The Usefulness of a Multilevel Approach

Until recently, studies of network capital have been constrained by their
methodological inability to integrate analytic levels into a comprehensive
analysis. Methodological weakness has led to constrained analysis. Tech-
nical incompatibilities (and disciplinary preoccupations; see Milardo &
Wellman 1992) have largely led individual, tie, network, and interactive
analyses to develop separately until now. Quantitative analysts have ex-
amined separately the effects of either individual characteristics, ties, or the
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ego-centered, personal community networks in which they are embedded.
Little quantitative analysis has been done of interactive effects.

Because many statistical techniques assume independence between
units of analysis, they cannot focus simultaneously on different units of
analysis. Yet the availability of network capital may well be affected by in-
dividual “agency” (self-organized actions on one’s own behalf), ties danc-
ing interpersonal duets, annd the constraints and opportunities provided by
networks with different sorts of structure and composition.* Not only do
people need—and want—to know which kinds of people (an individual-
level analysis) and relationships (a tie-level analysis) are apt to provide dif-
ferent kinds of support, they also need and want to know the extent to
which their social networks as a whole can support them (a network-level
analysis).

Although scholars “know” that individuals and ties are affected by their
environing networks, and “know” that the effects of networks occur
through the behavior of individual actors in specific interpersonal ties, it
is one thing to state this knowledge metaphorically and quite another to
specify how the contingent effects of individual, tie, and network charac-
teristics actually play out. There is the danger of reification: seeing findings
at only one analytic level—individual, tie or network—as the only truth
rather than taking into account the comprehensive interplay of multiple
levels.”

MULTILEVEL MODELS FOR TIES NESTED IN
EGO-CENTERED NETWORKS

Research Approach

This chapter goes beyond an citlier/or analysis to a form of multilevel analy-
sis (Bryk & Raudenbush 1992; DiPrete & Forristal 1994; Longford 1995;
Snijders & Bosker 1999; Snijders, Spreen, & Zwaagstra 1995). Multilevel
analysis is just starting to be used in sociology to integrate “nested data”
into a single statistical model, such as occurs with residents in neighbor-
hoods, children in schools, nation-states in world systems, or, as here, in-
dividuals and ties in personal networks (e.g., Sampson, Morenoff, & Earls
1999; Thomése & van Tilburg 1998, 2000; van Duijn, van Busschbach, & Sni-
jders 1999). As van Duijn, van Busschbach, and Snijders (1999) state:

Multilevel or hierarchical linear models explicitly take into account the
nested data and the related dependency structure by incorporating unex-
plained variables between ties . . . and also between egos (van Duijn [p. 188]).
[gnoring the nested structure of the data can lead to two kinds of analysis.
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First, ignoring the nesting completely by treating the data as independent ob-
servations [as earlier tie-level analyses had done]. Second, eliminating the
dependency by averaging [tie data in each personal network]. The first
method ... [produces] biased standard errors, underestimation of standard
errors, and possibly . . . false conclusions. The second method is statistically
correct, but suffers from loss of information [and lessened analytic power].
(p. 205)

Along with van Duijn, van Busschbach, and Snijders, we pioneer here the
integration of individual, tie, and network-level analyses in a single statis-
tical model to see how the provision of support in ties is a joint product of
the characteristics of people, ties, and networks. Each tie and the person
(or “alter”) at the end of that tie is nested in each personal network and the
person {(or “ego”) to which that network belongs. The nature of ego-cen-
tered networks means that we take individual-level analyses into account
in two ways. First, because each ego possesses a personal community net-
work, for the purposes of empirical analysis there is a 1:1 mapping between
egos and such networks. An individual-level social characteristic, such as
the ego’s gender, is as much a property of the network as is the density or
size of this network, or if you like, the density of the network is a property
of the ego. This means that network and ego characteristics can be ana-
lyzed at the same network level of analysis. Second, there is a similar map-
ping between the characteristics of ties (e.g., tie strength, provision of social
support) and the characteristics of alters (e.g., gender, marital status) at the
other ends of these ties with egos. For example, an alter’s gender is as
much a property of the tie as is the strength of the tie. This means that the
characteristics of ties and alters can be analyzed at the same tie level of
analysis.

As we go beyond a single focus on the effects of either individual, tie, or
network properties on behavior, we encounter the basic social scientific
question of emergent propertics. We ask if the provision of support is related
only to the characteristics of individuals or ties, or is it also related to the
characteristics of the personal networks in which they are embedded? Does
one also have to take into account the characteristics of all network mem-
bers—will women be more supportive in networks filled with women?—
and the social structures in which their ties are embedded—will people be
more supportive in densely knit networks? We suspect that all levels of
analysis are contingently important. If so, multilevel analysis can contrib-
ute to theory, as well as to method and substance.

In particular, we tease out the extent to which the provision of social
support is associated with the effects of the following:

1. The social characteristics of the ego who receives support (e.g., the
gender of the individual);
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2. The ego’s personal network (e.g., the size of the network; the gen-
eral level of access ego has to alters);

3. The social characteristics of the alters in these networks (e.g., the
gender of the alter);

4. The characteristics of the ties that connect egos and alters (e.g.,
membership in a common organization);

5. Combinations of ego and alter characteristics that characterize the
tie (e.g., the access of the alter);

6. Interactions of ego/network characteristics with alter/tie charac-
teristics.

This multilevel approach has two advantages. First, it provides estimates
of the effects of variables at the individual, tie, and network levels while
controlling for effects at the other levels. Where it had been easy to misat-
tribute tie effects to network effects (and vice versa), the multilevel ap-
proach enables us to identify the relative strength of individual, tie, and
network effects on the provision of social support.

Second, it captures elusive interactive effects of network capital by ex-
amining how the composition and structure of networks affect individual
and tie supportiveness. This test for emergent properties is captured in
multilevel analysis by crossing tie-level effects (the characteristics of the
tie) and network-level effects (of the composition and structure of the net-
work). Moreover, multilevel statistical models can be more carefully spec-
ified by aligning the tie- and network-level effects to be crossed. For
example, the effects of network capital among kin can be observed by
crossing the parent/child effect with the extent to which ego’s network
generally contains kin.

To assess the analytic power of our approach, we compare our results to
earlier baseline analyses of the same data that analyzed individual, tie, and
network characteristics separately: Effects 1 and 2 are at the ego /network
level, effects 3, 4, and 5 are at the alter/tie level, and effect 6 is a cross of
ego/network and alter /tie levels.

We define a basic model specified at the level of the dyadic tie compa-
rable to the model estimated by Wellman (1979)—whose data we use. For
example, define everyday support,; to take a value of 1 if person j receives
everyday support from her ith tie, and 0 if person j does not receive sup-
port from her ith tie. As in Wellman and Wortley (1990), we employ the lo-
gistic transformation of the probability that a dichotomous outcome takes
a value of 1 or 0 (this defines a logit model). In this example, our model in-
cludes effects of the characteristic of the jth alter (e.g., alter’s gender), and
two characteristics of the tie (e.g., the tie’s access—access;—and if the tie
is a parent/adult child relationship—parent/child, ):
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P(Everyday Support;; = 1)

log =B, + B, alter’s gender,, + B, access,,

1- P(Everyday Support; = 1)
+ B parent/child,, o

Model 1 does not account for the unique effects of individual egos. That is,
there may be some people who are particularly likely to engender support.
If such people are also likely to have ties with women, parents, and chil-
dren, or to have highly accessible ties, we will not be able to differentiate
the effect of the person from the effects of the types of ties.

Therefore, we extend 1 by incorporating the unique effect of each ego,
assigning the subscript j to 8

P(Everyday Support;, = 1)

=p,. + Iter's gender,. + B, access .,
1= P(Everyday Support,; = 1) 'BO’ Py alter's ge j By aceess;

+ B pare!lf/dzild”, )

Here the subscript j indicates that there is one 3, that accounts for each ego
J's effect on the likelihood of receiving support. While we could obtain es-
timates of each of the | egos using a fixed-effects model (such as through
the use of dummy variables or an ANOVA-like framework), this would tax
our degrees of freedom, distracting from the focus of the model. Moreover,
the egos are merely a sample from a larger set of persons. Therefore, we
treat the Bo/‘ as random effects, distributed normally, with variance 0. Thus
we need only estimate one extra parameter, o2, which represents the vari-
ation in ego’s tendencies to attract support.

Further, we might hypothesize that the extent to which a given person
is supported is a function of some characteristics of the ego such as his/
her age or gender. In order to estimate the effect of an ego’s gender on
everyday support we model the term Bo/' which represents the baseline ex-
tent to which ego j receives support. This is the key to multilevel models
{Burnstein 1980), as By, 1s used as an outcome in a “level two” model:

[30/. = Yoo T Vo1€80's gender/. + oy, (3)

This model can be reinterpreted as a typical regression model. There is an
outcome representing the extent to which a given ego is likely to receive
support from a given tie (B()/), an intercept (v,,), an effect of the ego’s gen-
der (v,,), and an error term (”()/)'6

Without the multilevel model defined by 2 and 3, we fail to account for
effects of each ego and network on the multiple ties in which each ego en-
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gages. That is, there are dependencies among the observations of the mul-
tiple ties nested within each ego. If ignored, these dependencies have neg-
ative implications for statistical estimation and hypothesis testing (Bryk &
Raudenbush 1992). By contrast, the multilevel model captures the sam-
pling design of the data, namely the nesting of ties within egos. Therefore
we observe at the first level effects of the alter and tie—such as the effect
of access, and we observe at the second level effects of the ego or network—
such as the effect of ego’s gender.

The multilevel model also facilitates the differentiation of effects at the
tie level from corresponding effects based on aggregate characteristics at
the ego /network level. For example, although we hypothesize that people
may be more likely to receive support from more accessible ties, there may
also be a compositional effect. Egos who in general have more accessible
ties may receive more support. To differentiate the two effects of tie and
ego/network, we first “center” the tie level (level one) predictor, access
around the mean level of accesmblhty of ego’s ties (this is accomplished by
creating a new predictor: access”, = access /—zzccqu ;). This new term Captures
the accessibility of a tie relative to the general level of accessibility of ego’s
ties. Next, we include the general level of the accessibility of ego’s ties in
the ego level (level two) model:

Boi = Yoo T Yopaccess; + uy, (4)
Thus v, represents the compositional effect of ego’s general access to ties.

Multilevel models also facilitate specification of effects produced by
crossing characteristics at each level. In particular, the theory of network
capital suggests that those ties that are embedded in homophilous net-
works (containing ties and alters with similar characteristics) are more
likely to be supportive than those that are not (Lazarsfeld & Merton 1954;
Marsden 1988; Wellman & Gulia 1999b). In our case, this can be tested by
assessing the effect of ego’s mean access on B,, the effect of access at the tie
level. We expect that ties who have high access to ego will be more likely
to be supportive if ego in general has high access to ties, because in such a
case the accessible alter is committed not only to ego, but to the accessible
network of ties in which ego and alter are both embedded. This effect can
be tested by modeling B3, the effect of the accessibility of the tie on the like-
lihood of support for ego j, as a function of the general level of accessibil-
ity of the ties of ego j:

By = Yoo yz.lafﬁe‘s's] + oy, (5)

Here, v,, represents the extent to which the effect of access to a particular
tie is accentuated (or attenuated) when ego’s ties generally tend to be ac-
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cessible. Technically, the effect associated with Y,; i8 an interaction effect,
resulting from the multiplication of the level 1 (access,;) and level 2 (access)
predictors.”

The differences in the effects associated with v, v,,, and v,, are repre-
sented in the two hypothetical networks shown in Figure 1. The distance
between ego and alter represents accessibility, and a line connects the two
if the tie is supportive. The effect of the tie level is shown as: for each ego,
the closer the tie (relative to ego’s other ties), the more likely the tie is to
provide support (the effect associated with v,,). Also, the effect at the net-
work level is shown as: ego A, who has more close ties, in general receives
more support than ego B. (This effect is associated with vy,,). But note that
the effect of the tie accessibility is greater for ego A than for ego B. The more
accessible alters for ego A are 200 percent more likely to offer support than
the less accessible alters (all six of the more accessible alters offer support
whereas only three of the less accessible alters offer support). By contrast,
the more accessible alters for ego B are only 50 percent more likely to offer
support as the less accessible alters (three versus two). This interaction ef-
fect is associated with vy,,.
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Figure 1. Effects of accessibility on support in a multilevel framework. Egos are
in squares, alters are represented by circles. Distance between ego and al-
ter indicates accessibility. A line that indicates alter supports ego.
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We can explore similar effects with regard to a tie being with a parent or
an adult child. The main effect of a parent/child tie may be that such ties are
more supportive at the tie level. At the network level there may be an ad-
ditional effect of egos who have many ties with parents and adult children.
But without testing the interaction effect we do not know if the extra sup-
port for such egos actually comes from the parents and children. By esti-
mating a parameter similar to v,, for the parent/child effect we can learn
whether the effect of parent/child ties is heightened when ego is embed-
ded in a network with several parent/child alters. If such were true it
would suggest that the commitment of the parent/child tie is accentuated
when embedded in a familial context. This would be consistent with the
argument that the commitment is as much to the family as to the individual.

STUDYING THE NETWORK SOURCES OF SUPPORT

Data Collection

Our data come from a random sample survey of 845 adult (18+) Toronto-
nians residing in the Borough of East York in 1968, conducted supple-
mented by lengthy interviews a decade later with a small subsample of the
original respondents. East York, with a population of about 100,000, is an
integral part of the transportation and communication networks of Metro-
politan Toronto (population = 3 million +). Itis located about six miles east
of Toronto’s central business district, a half-hour subway ride or drive.
When the survey and interviews were conducted, its small private homes
and apartments housed a settled, predominantly British-Canadian work-
ing- to middle-class population (Gillies & Wellman 1968; Wellman 1982).
East York has had a long tradition of active social service agencies and vol-
untary organizations.

The in-person, closed-ended survey asked respondents/egos to pro-
vide information about each of their socially closest, intimate ties outside
of their household up to a maximum of six ties.® They reported about a to-
tal of 3,930 intimate ties (mean = 4.7). Most networks were a low-density
mixture (mean density = 0.33) of friends and relatives, and most ties
stretched beyond the neighborhood to elsewhere in Metropolitan Toronto.
One-quarter were beyond the metropolitan boundaries. The data provided
systematic information about each intimate and information about each
network’s composition and structure. Thus our study provides informa-
tion about the strong ties that supply much social support and ignores the
many weaker ties important for acquaintanceship, obtaining information,
and integrating social systems. Despite the vintage of the data, its findings
have proven consistent with more contemporary studies (Wellman 1999).
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Independent Variables

For reliability and comparability, our variable definitions are based on pre-
vious tie and network-level analyses of these data. We provide more ratio-
nale in this section for those constructs that are relatively new.”

Tie Strength: Are Stronger Ties More Likely to Be Supportive? Egos /respon-
dents’ ranking of the strength of their ties with three to six alfers to whom
they feel close.'® Such “intimate” ties usually provide much of the support
in a network (Erickson, Radkewycz, & Nosanchuk 1988).

Work and Organizational Ties: Are Socially Close Workmates and Fellow Or-
ganization Members More Likely to Be Supportive?  “Modernization” argu-
ments suggest a shift from kinship and neighborhood-based ties to those
based on working together or participating in voluntary organizations
(e.g., Parsons 1943; Inkeles & Smith 1974; Wireman 1984). We use a di-
chotomous variable at the tie level to represent whether ego and alter are
socially close at work or in voluntary organizations.

Mutual Ties: Are Members of Transitive Triads More Likely to Be Supportive?
Our Simmelian (1922) argument suggests that those alters who are tied to
many of ego’s other alters would be more likely to be supportive. Hence
we measure the number of mutual ties shared by ego and alter."!

Accessibility: Are Accessible Ties in Accessible Networks More Likely to Be Sup-
portive?  Our measure of accessibility derives from three equally weighted,
correlated, log-transformed, and standardized variables: Frequency of
Face-to-Face Contact, Frequency of Telephone Contact, and Residential Dis-
tance. These three variables are combined with the percentage of alters who
live in Metropolitan Toronto to form a single accessibility measure.!?

Kinship: Are Intmediate Kin More Likely fo Be Supportive?  Many scholars
have found kin more likely to be supportive, especially parents, adult chil-
dren, and siblings, however, some scholars, have found ties with extended
kin—cousins, aunts, uncles, and grandparents—to be less supportive than
other network ties.’” We use three dichotomous variables to explore the
three types of kin: parents /adult children, siblings, and extended kin. We
report only on effects for parents/children as there were no significant ef-
fects for siblings or extended kin.

Reciprocity: Are Alters More Likely to Provide Support to Egos Who Have
Helped Them? Support may be given as part of tit-for-tat reciprocity trans-
actions (Portes & Sensenbrenner 1993). Egos reported dichotomously if
they had provided emergency support to each alter. (Alas, a similar ques-
tion about everyday support was not asked.)

Network Size: Are Alters in Larger Networks More Likely to Be Supportive?
The size of a network may affect its members’ access to resources (Haines
& Hulbert 1992; Burt 1983, 1992). Size was measured as the number of al-
ters in the network.!*
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Gender of Ego and Alter: Are Women More Likely to Give and Receive Sup-
port?  Earlier analyses of our data as well as other research have shown
that women are more apt to provide support to others.!> Women often bear
a “triple-load” of domestic work, paid work and supportive “net work.”
Their “network-keeping” is an extension of their historic role as the kin-
keepers of western society (Rosenthal 1985). Women may also receive more
support than men, as women'’s everyday practices have become the focus
of privatized, domesticated networks. We code female egos and alters as 1
and males as 0.

Aggregate of Tie/Alter Level Measures: Does Network Composition Affect Ex-
tent of Support Provided?  For each tie/alter level characteristic, we calcu-
lated the mean of the characteristic across all alters for each ego. This
provides measures of mean tie strength, mean access to alters, and per-
centages of each of the dichotomous variables, such as the percentage of
women in each network.

Interaction of Tie and Network Characteristics: Are Ties Enbedded in a Net-
work of Ties with Similar Characteristics More Likely to Be Supportive?  Are
the tie-level effects of parent/child and accessible relationships accentu-
ated if an ego is embedded in a network in which such ties predominate?
When the tie is embedded in a network of similar ties the support coming
from the tie is likely to be stronger because of commitment to the network
of ties as much as to the specific ego. Exploring a similar argument, we also
test the interaction of reciprocity in emergency support with each ego’s gen-
eral level of supporting alters in emergencies. We wonder if tie-level reci-
procity would be less important in dense networks of support. These
cross-level interaction effects are represented in multilevel analysis by us-
ing a characteristic of the ego/network level to model the effect of a char-
acteristic at the tie/ alter level (see model 5).

Measuring Social Support

As this survey was one of the earliest to inquire about social support (Well-
man 1979, 1982), the differentiated nature of social support was not ap-
preciated at that time. Respondents / egos were asked only two broad ques-
tions about whether each person they felt socially close to provided social
support. The “yes /no” answers to these questions are our dependent vari-
ables, and their dichotomous nature calls for logistic regression in tie-level
analyses.

» Which of these do you rely on for help in everyday matters? Respondents /
egos report that 23 percent of their socially close, intimate ties pro-
vide such everyday support.

« Which of these do you rely on for help in an emergency? Respondents /
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egos report that 30 percent of their socially close, intimate ties pro-
vide such emergency support.

These two forms of support differentiate effects that require the large and
immediate contribution of resources in emergencies from smaller, frequent,
less immediate acts of everyday support. Thus, the different forms of sup-
port tap different levels of commitment and processes. Although the per-
centages for each form of support are small, 60 percent of egos indicate that
they can draw on at least one intimate for everyday support, and 80 percent
indicate that they can draw on at least one intimate for emergency support.
From the perspective of most egos, their networks typically provide support.

Not all people need the same amount of support, and not all forms of
support are equally variable across people. The multilevel approach allows
us to account for variation in the odds that egos receive support from a
given alter. (The estimate of this variation is referred to as 2 and is defined
by the variation of the u; in a level 2 model that contains only intercepts
in the level 1 and level 2 models.) Egos vary more in the extent to which
they received everyday support from an alter (62 = 1.69) than in the extent
to which they received emergency support (G2 = .74). The relative lack of
variation in the provision of emergency support reflects both floor and ceil-
ing effects:

Floor: There is more of an interpersonal and humanitarian obligation to

provide emergency support when needed.

Ceiling: Emergency support is rarely needed and can be demanding to

provide.

WHICH CHARACTERISTICS OF TIES AND NETWORKS
AFFECT SUPPORT

By taking into account the clustering of alters/ ties into personal networks,
multilevel models integrate the analysis of how both tie and network char-
acteristics affect the provision of social support. In practice, this statistically
more appropriate approach generally confirms the robustness of earlier
single-level analyses that had looked separately at tie / alter and network /
ego characteristics. We are gratified that more than thirty years of analyz-
ing the Toronto data have not been wasted.

Our multilevel results go beyond previous findings. Integration into a
single statistical multilevel model:

1. Disentangles identification of what are truly the effects of tie char-
acteristics, network characteristics, or both. For example, if larger
networks are more supportive, is this because they are just an ag-
gregation of larger numbers of supportive ties or is there something
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about larger networks, sui generis, that is associated with more sup-
port?

2. Allows the comparative weighing of tie, network and interaction ef-
fects. For example, which is more important for the provision of
support, a kinship relationship, or having any sort of relationship in
a network composed predominantly of kin?

3. Shows the interaction of tie and network characteristics. By com-
puting statistics that cross levels, we identify interactions between
individual, tie, and network characteristics. For example, while al-
ters who are in frequent contact tend to be supportive, are they es-
pecially supportive when they are in networks where most people
are in frequent contact?'®

We present our findings here, based on the statistics reported in Table 1, as
supplemented by information gathered in detailed interviews. Column 1a
presents the main effects of tie and network characteristics for everyday sup-
port, and column 2a presents the main effects for emergency support. Columns
1b and 2b include effects generated by crossing variables from the tie and
network levels. We follow Bryk and Raudenbush’s (1992) convention for
presenting multilevel models. We present effects on the intercept at the ego
level (“level 2" in multilevel analysis terms) at the top of the table. Terms in
bold below represent alter (level 1) slopes. Italicized terms represent cross-
level effects. The final multilevel models for everyday and emergency sup-
port are presented in a Technical Appendix at the end of this chapter.

Tie Effects (Only)

Tie Strength.  Although we only examine socially close, strong ties here,
some ties are closer than others. The data show that the stronger the tie, the
more likely is a network member to provide everyday and emergency sup-
port. (The reverse is also true: Supportive ties are apt to become stronger
over time [Wellman et al. 1997]). This replicates the findings of the first and
second studies that tie strength is associated with providing a wide vari-
ety of support. Because tie strength is measured relative to ego’s other al-
ters, is defined as a tie-level phenomenon only. Multilevel analysis shows
that network characteristics do not affect the relationship of tie strength to
support. In the loosely coupled world of contemporary personal commu-
nities, strong ties function somewhat independently of the networks in
which they are embedded.

Workmate Ties. The only other supportive phenomenon that is purely
a tie characteristic is relationships with coworkers. The East Yorkers we
studied rarely have socially close ties with co-workers, but when they do,
such “workmates” are especially apt to provide more everyday support
(but not emergency support). They are in almost daily physical contact,
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Table 1. Multilevel Effects on Everyday and Emergency Support

Everyday with

Emergency with

Everyday Cross-Level ~ Emergency Cross-Level
Variables? Support (1a)  Effects (1b)  Support (2a) Effects (2b)
Intercept —1.458*** —1.463*** —.341 —-.358
(.372) (.382) (.250) (.252)
Parents/Children —.260 —.350 ~.034 —.041
in the Network (%) (.403) (.410) (.241) (.244)
Mean Access to 1.077** 1.257*** .379** 419+
Alters (.180) (.185) (.117) (.118)
Alters Who Are 1.272*** 1.278"** 944> 955
Women (%) (.341) (.348) (.229) (.231)
Ego Is a Woman 450* .380" 282 .286™
(.212) (.216) (.143) (.144)
Network Size —.193*** —.199*** —.224*** —.227***
(.071) (.072) (.046) (.046)
Alters to Whom Ego Has 2.536*** 2.5689™**
Provided Emergency (.154) (.157)
Support (%)
Alter Is a Parent/Child 713 .315 654*** .204
(.145) (.232) (.134) (.220)
Parents/Children in 2.460** 2.826™
the Network (%) (1.102) (1.099)
Extent of Access to Alter 1.372** 1.411 7917 7947
(.096) (.099) (.084) (.085)
Mean Access to Alters 1.083*** 592 **
(.220) (.194)
Alter Is a Woman .196 165 .05 .885***
(.121) (.123) (.111) (111
Strength of Tie 462*** .396*** 333 .338***
(.037) (.052) (.031) (.031)
Ego I1s a Woman —.148*~
(.065)
Number of Mutual Ties 139 47 071" 077
between Ego and Alter (.050) (.050) (.037) (.038)
Alter Is a Workmate 1.300"** 1.302**
(.196) (.199)

Ego Provided Emergency 1.642*** 1.603***
Support to Alter (.101) (.104)
Alters to Whom Ego —1.578**
Provided Emergency (.618)

Support (%)
*p=.10.
**p = .05.
**p=.01.

aNetwork/ego predictors are in ordinary font; tie/alter predictors are in bold;

cross-level predictors are in italic.
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and are well-placed to learn about needs and provide help. Multilevel
analysis demonstrates—in a way that earlier single-level analyses did
not—that the everyday supportiveness of workmates goes beyond that of
other accessible ties. The interviews show that not only do workmates
jointly cope with problems on the job, but their proximity and collabora-
tion provide occasions for helping each other in routine ways outside of
work, such as lending small amounts of money or discussing problems.

The everyday supportiveness of workmates is more an outcome of their
socially close interpersonal relationship than a function of their common
involvement in the same work organization. We infer this because socially
close members of the same voluntary organizations are not especially sup-
portive. The few intimate ties with members of the same voluntary orga-
nizations (who are neither friends, kin, nor workmates) tend to be relatively
weak and to have a narrow focus that does not extend to domestic or com-
munity concerns (see also Wireman 1984). Although theories of social cap-
ital suggest a link between organizational membership and active ties
(Putnam 2000), this may be more true at the macrosocial level than in per-
sonal networks.

Network Effects (Only)

Mutual Ties.  Pioneer network analyst John Barnes observed: “To dis-
cover how A, who is in touch with B and C, is affected by the relation be-
tween B and C ... demands the use of the network concept” (1972:3).
Therefore, although we define mutual ties at the tie level, we interpret them
as a network-level phenomenon. Barnes” observation is borne out by the
presence of network effects showing that a tie’s supportiveness depends
on more than the characteristics of the ego-alter tie alone. The data show
that an alter who has many ties with other members of an ego’s network
is considerably more likely to provide everyday support to this ego and
marginally more likely to provide emergency support.!” The Simmelian
(1908) argument applies: those that are connected to common others feel
more of a bond to ego, and therefore are more likely to be supportive. This
is a local phenomenon—ego-alter ties embedded in densely knit clusters
of ties—and not an outcome of whether an entire network is densely knit.

Network Size.  As the size of a personal network increases, so does the
number of alters who might give support. If the percentage of actual sup-
port providers does not vary with the size of the network, there would only
be an effect of aggregating ties in larger or small networks. An indepen-
dent network-size effect would occur only if the percentage of supporters
varies with different sizes of networks.

The data show a network effect that is consistent with earlier network-
only analyses. Egos who have a small number of intimates are more likely
to receive both everyday and emergency support from each intimate. This



Barry Wellman and Kenneth A. Frank 251

suggests that for the two to six intimates at the heart of a person’s net-
works, quality compensates for quantity. Persons with smaller intimate
networks may have more time to attend to each alter and might be more
able to evoke support from each of them.

We emphasize here that these findings refer only to intimates. The dy-
namics of support from intimates may be different from nonintimates. The
second interview-based study, which analyzed both intimates and some-
what weaker “active” ties, found that active alters were more likely to be
supportive when they were in networks containing many other active al-
ters. It is possible that egos with more social skills are able to maintain non-
intimate networks that are both larger and more supportive (see also
Moore 1990; Parks & Eggert 1991; Riggio & Zimmerman 1991).

Tie Effects, Network Effects, and Cross-Level
Interactive Effects

Kinship.  Although exactly half of all intimate ties are with kin, kinship
is no longer a particularly supportive system. With one important excep-
tion, ties between kin are no more likely to be supportive than ties between
unrelated people.

The exception is that the ties between parents and adult children (in-
cluding in-laws) are especially likely to provide everyday and emergency
support. We see remnants of the systemic nature of kinship in the 15 per-
cent of all ties that are parent-child. The presence of more than one parent
or adult child in the network makes it more likely that eacli tie between par-
ent and adult children will be supportive (see the cross-level columns 1b
and 2b of Table 1). The results are dramatic: The probability of each parent
or adult child providing everyday support increases by about 60 percent if
there is another parent or child in the network. While about 34 percent of
parents and adult children provide everyday support, if there is an addi-
tional parent or adult child in the network, the probability of support from
each parent or child increases to 54 percent.'® Because each parent or adult
child is more likely to be supportive in a network containing more than one
parent or adult child, there is a high probability of getting support in such
a network from at least one parent or adult child. Support is both a prod-
uct of parent-child ties and a product of the composition of the networks
in which these ties are embedded.

Accessibility.  The impact of accessibility on support is bot/ a tie and net-
work phenomenon. Accessible alters (in frequent contact or living nearby)
provide more everyday and emergency support. For example, although 23
percent of all ties provide everyday support, 37 percent of moderately ac-
cessible ties provide everyday support. (We define “moderately accessible”
as one standard deviation above average.) This tie-level finding supports
analysts’ contentions that the more contact, the more supportive the rela-



252 Getting Support from Personal Communities

tionship. Frequent contact fosters shared values, increases mutual aware-
ness of needs and resources, mitigates feelings of loneliness, encourages
reciprocal exchanges, and facilities the delivery of aid.!”

Interviews suggest that the effect of accessibility is specialized. The co-
efficients in Table 1 show that accessibility is more important for everyday
support. The heavier demands of emergency support partially override
the handy availability of help from accessible alters. Frequent contact—or
even just being physically available for contact—is vital for the delivery of
goods and services such as child minding or the lending of household
goods (see also Marsden & Campbell 1984; Espinoza 1999). Accessibility
may also make it easier for people to deliver services when their relation-
ships are not strong. The interviews show that even nonintimate neighbors
exchange services.

More accessible ietworks, containing a high number of accessible ties,
are more apt to provide everyday and emergency support. Each tie in a
generally accessible network is more likely to be supportive—even those
ties that are not themselves accessible. Although this network effect of ac-
cessibility is not as strong as the tie-level effect, the high level of contact
and supportiveness in accessible networks apparently increases the sup-
portiveness of even the less accessible ties in these networks.

The likelihood that an accessible tie will be supportive is higher when
it is in an accessible network. This is a potentiating, cross-level effect, sim-
ilar to the one described above for ties between parents and adult children.
In terms of parameter estimates, while only 23 percent of all alters provide
everyday support, a substantially higher percentage (37 percent ) of those
alters who are moderately accessible provide everyday support. (We de-
fine “moderately accessible” as one standard deviation above average.)
However, if the network (as well the alter) is moderately more accessible
than average, the probability of everyday support from a moderately ac-
cessible alter in a moderately accessible network rises to 54 percent-more
than double the 23 percent baseline probability. Of course, the probability
of at least one alter giving support is high in such an accessible network,
filled as it is with accessible alters.?

Gender of Alter and Ego.  For both egos and alters, gender is the only in-
dividual characteristic we studied that is related to the provision of sup-
port.2! Women are more involved in exchanges of social support: female
alters are more likely to provide emergency support, and female egos are
more likely to receive everyday and emergency support from their net-
works. Multilevel analysis shows that networks with a high percentage of
women are especially likely to provide everyday and emergency support.
It appears that a high percentage of women in a network potentiates the
entire network to be more supportive. Or, perhaps egos at the center of
such networks have consciously organized their networks to provide more
support.
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The second East York study suggests that it is eniotional support that
women are especially likely to provide (Wellman & Wortley 1990; Well-
man 1992a). There is also a cross-level effect: stronger ties are even more
likely to provide everyday support if ego is a man. In other words, not only
do women get more everyday support from intimates, this support is
likely to come without regard to the strength of the intimate tie. By con-
trast, men receive their support disproportionately from their very closest
intimates.?2 Our findings are basically congruent with the hypothesis cum
empirical generalization that “women express, men repress,” with women
interacting “face-to-face” by exchanging emotional support while men in-
teract “side by side” by exchanging goods and services (Perlman & Fehr
1987:21; see also Moore 1990; Wright 1989).

Reciprocity.  Egos are likely to receive emergency support from alters to
whom they have provided emergency support. This is a tie-level manifes-
tation of the Matthew (25:29) effect: those who have given also receive.
When we interviewed egos a decade after the original survey, we found
that those alters who had provided support were more likely to continue
as active network members (Wellman et al. 1997).

Reciprocity operates as a network process even more than as a tie
process. Egos who have provided emergency support to many alters are
more likely to receive emergency support from a given alter. This may rep-
resent an effect in which egos and alters contribute to the general group,
with reciprocity being from the group instead of from the individual. In
fact, the cross-level interaction effect of ego’s general level of providing
emergency support attenuates the reciprocity effect considerably. This sug-
gests that reciprocity transactions between ties and enforceable trust in net-
works are interrelated forms of network capital that need not be employed
concurrently (Portes & Sensenbrenner 1993; Frank & Yasumoto 1998).
Where there is a commitment to a larger network, actors need not draw
their network capital primarily in the form of tie-level reciprocity transac-
tions. When the network owes support to ego, ego need not depend on ties
with specific alters who owe reciprocity.

TOWARD A MULTILEVEL THEORY OF NETWORK CAPITAL

Comparing Multilevel with Single-Level Findings

Just as the nature of social support is diversified, so are the processes that
supply it:

» Attenuated Primordial Norms: Kinship, but only between Parent
and Adult Child
* Sociobiological Forces: Women
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* Handiness: Accessibility through In-Person and Phone Contact
* Structural Imperatives: Mutual Ties
* Self-Interested Politeness: Reciprocity /Social Capital

It is gratifying to veteran researchers to discover that thirty-plus years of
single-level analyses are robust enough to hold up in multilevel models
(Table 2). As before, we find that strong ties and central ties are more likely
to provide most forms of support; parents and children are most likely to
provide all forms of support except emotional support; and accessible ties

Table 2. Comparison of Estimates from Multilevel and Single-Level Models

Everyday Support® Emergency Support®
Variables® Tie Level Multilevel Tie Level  Multilevel
Parents/Children in the NC 0 NC 0
Network (%)
Mean Access to Alters NC + NC +
Alters Who Are Women (%) NC + NC +
Ego Is a Woman NC + NC +
Network Size NC - NC -
Alters to whom Ego has 0 0 NC +
Provided Emergency
Support (%)
Alter Is a Parent/Child Indirect effect + +
Parents/Children in NC + NC +
the Network (%)
Extent of Access to Alter + + + +
Mean Access to Alters NC + NC +
Alter Is a Female 0 + 0 +
Strength of Tie with Alter + + + +
Ego Is a Woman NC - 0 0
Number of Mutual Ties NC + NC +T
between Ego and Alter
Alter Is a Workmate Indirect effect - 0 0
Ego Provided Emergency 0 0 0 +
Support to Alter
Alters to Whom Ego Provided 0 0 NC -

Emergency Support (%)

Source: Tie level data from Wellman (1979).

aTie or alter predictors are in bold; network or ego predictors are in ordinary font; cross-level
predictors in italic.

b+ indicates positive effect; — indicates negative effect; 0 indicates effect not significantly dif-
ferent from zero;

Tindicates effect significant at p = .10.

NC = not considered when only tie level models were employed. Although such effects could
have been specified in a single level framework, they are more likely to emerge when one
considers a multilevel model.
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are the preeminent providers of small services. Our findings are also con-
sistent with previous network-level analyses that larger, more accessible
networks, and networks with a higher percentage of women provide more
support.

Yet the multilevel approach is more than a fancier way to confirm what
we already know. It affords several distinct advantages that allow us to go
beyond earlier analyses:

1. We can estimate the effects of variables at the tie and network lev-
els more clearly and confidently, because the multilevel approach controls
for effects at the other level and obtains more correct standard errors at
each level. This enables us to discuss tie-level effects without the nagging
suspicion that the nonrandom clustering of ties may have distorted analy-
sis. It makes us more confident that the effects of tie strength and work-
mate relationships occur independently of any possible effects of the
composition and structure of the networks in which the ties are situated.

2. It also allows us to discuss network-level effects without the nag-
ging suspicion that they are only a pseudo-outcome of the aggregation of
tie-level effects in each network. Highly accessible networks are more
likely to provide support over and above the propensity of each accessible
alter in the network to be supportive. Networks containing many women
are more likely to provide support over and above the likelihood of each
individual woman in that network to be supportive. Small networks have
more ties that are apt to provide everyday support.

3. We can specify a wider range of models that represent and extend
existing theory. This allows us to decompose effects previously conceptu-
alized at the tie level into an effect of the tie and an effect of the aggregate
of the tie characteristic. For example, the effect of accessibility is stronger
at the tie level than at the network level for both everyday and emergency
forms of support. This means that the supportiveness of accessibility is pri-
marily an interpersonal, ego-alter, process that is heightened when acces-
sible ties are in a network with other accessible ties.

4. We can examine interactive effects between tie/alter and network /
ego characteristics. Many aggregate and all cross-level effects had not even
been considered in previous analyses, although they may have been hinted
at in theory. For example, when we cross tie/alter and network /ego pre-
dictors we find that the already high likelihood of accessible alters to be
supportive is greatly increased when they are members of especially ac-
cessible networks. Similarly, parent-child ties are more likely to be sup-
portive when there is more than one parent-child tie in the network.

Capitalizing on Networks

Multilevel analysis has enabled us to elucidate the interplay between in-
dividual agency, dyadic dancing, and network facilitation. The character-
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istics of egos, ties, and alters clearly affect the extent of support. But so does
network composition, network structure, and the cross-level effects of
composition and tie/alter characteristics. These are network capital in a
deeper sense: It is the nature of the network that facilitates capitalizing on
potentially supportive ties.

Consider the effect of mutual ties: When alter and ego are tied to com-
mon others, the alter is more likely than other alters to provide support.
Technically this is a dyadic effect, but it corresponds to standard sociolog-
ical interpretations suggesting that the better norms, communication, and
coordination of densely knit, kin-dominated networks make them more
supportive (Durkheim 1897; Bott 1957; Kadushin 1983; Fischer 1982; Thoits
1982; Marsden & Hurlbert 1988; Pescosolido & Georgiana 1989).

A second form of network capital appears when particular types of ties
operate in networks heavily composed of such ties. This is manifest in the
effects of parent/ child ties and accessible ties, the vestigial remnants of tra-
ditional kinship and neighborhood solidarities. Parents and adult children
(including in-laws) are especially likely to provide support in networks
composed of a relatively high number of parents and children, and acces-
sible ties are especially apt to provide support when they are in networks
filled with accessible ties. These effects cannot be attributed to the number
of mutual ties between alter and ego, because we controlled for this. We
believe that they are effects of the potentiating capacity of network capital,
indicating that a particular tie is more likely to be activated when embed-
ded in a network of similar ties. In such homophilous situations, a tie-level
commitment between an ego and an alter is increased by the commitment
of many similar alters in the network. There are several reasons why this
may be so. For example, people with atypically high needs for support
may have networks especially filled with immediate kin. These immedi-
ate kin may accentuate the norm of intrafamily supportiveness. In the case
of accessibility, there may be a shared skill in cultivating accessible ties
and cultivating support. Or, those who need support may attract support
providers to live near them or move to live near those likely to provide
support.??

A third form of network capital pertains to reciprocity. An ego is likely
to receive support reciprocally from an alter whom this ego has previously
supported. Although this support may come through obligations that oc-
cur in networks with strong ties or with parent-child bonds, it may also
come with the obligation of reciprocity that operates independently of tie
strength or immediate kinship. Ego may call on emergency support for this
year’s financial crisis from the intimates whom ego has supported through
a previous emergency. But the tie-level effect of reciprocity is reduced
when ego has contributed extensive emergency support to a number of al-
ters. Under these conditions, tie-level dynamics apparently are superseded
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by network-level dynamics: Ego need not turn to a specific alter whom one
supported last year because ego can rely on the network. Ego may draw
on network capital from the specific alter and from the network.

Dyadic Duets and Emergent Structural Properties

That a social network is more than the sum of its ties has been a fact since
Cain dealt with both Abel and God, and a central assertion of social-net-
work analysis for at least thirty years. But the debate about the existence
of emergent structural properties goes beyond social-network analysis. It
has been a longstanding core sociological controversy which we personify
as a heavyweight match between George Homans (1961)—who argued
that social phenomena were nothing more than the sum of two-person ties
and Georg Simmel (1908)—who argued that the presence of third parties
inherently affects the operation of two-person ties.

The struggle between Homans and Simmel is a toss-up in our analysis.
Favoring Homans is that tie dynamics predominate. Certain types of ties—
strong ones, parent-child ones—are apt to be supportive regardless of
what network they are in. Another argument for the primacy of tie-level
dynamics is the relative supportiveness of ties deriving from direct inter-
actions between egos and alters, as compared to the relative unsupport-
iveness of ties whose existence derives from environing social systems.
These include ties with workmates, fellow members of voluntary organi-
zations, and extended kin (uncles, nieces, grandparents, etc.). The case of
extended kin is particularly instructive. If kinship were a strong system,
then all types of kin should be supportive. In fact, only immediate kin are
especially supportive, operating as dyads or as members of quite small so-
cial systems.

Yet the data also support a Simmelian assertion of the importance of
networks that cannot be reduced to a mere summation of two-person re-
lationships. The structural effect standardly applied to “density of a net-
work” appears in our models in the form of the tie-level effect of mutual
ties between alter and ego. Emergent properties are important for obtain-
ing network capital, although the emergent properties come from the com-
position of the networks rather than their structures: the percentage of
parents and children in the networks, mean access to alters, reciprocal ties,
and female alters. Cross-level effects show the oversimplified fallacious-
ness of ascribing support to only the tie or the network. Take the case of
reciprocity. Small acts provided by immediate alters are likely to be recip-
rocated quickly. In the event of failed reciprocity, the losses are mini-
mal. However, larger forms of support may not be directly or immediately
reciprocated. They occur in a context where the commitment is to the
network—or some component of it—and the likely eventual benefit is de-
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rived through the network rather than through specific reciprocal acts be-
tween ego and alter. Thus, immediate family members provide multiple
forms of support through a commitment to the family that is beyond a
commitment to ego.

Living Networked in a Networked World

Since the 1950s, there has been a practical and analytic shift from seeing
community as kinship or neighborhood solidarity to seeing it as a personal
community network (Wellman 1999). The shift in perspective from a soli-
darity to a network view has probably lagged the shift in social structure.
Although almost all people possess community ties of sociability and sup-
port, many of these ties are only weakly connected. They function as dyads
and small clusters, and not as densely knit groups. The tie, not the network,
may be the mostimportant determinant of network capital. As the network
is dominated by the tie, the individual persona becomes an even more ac-
tive player of the network capital game, rather than sitting back passively
and letting social support come from a group (Burt 1992; Wellman 2001).
It is only at home that a person can expect a wide range of support to
be provided (Wellman & Wellman 1992), and home—and the marital cou-
ple—are where the network capital game is played—obtaining support
tie-by-tie.

Instead of total involvement in a single solidarity community, the per-
sonal mobility and connectivity that are the hallmarks of the industrial and
information ages have replaced solidarity with networked individualisn
(Wellman 2001). People move through partial, specialized involvements
with multiple sets of network members. Interactions with network mem-
bers are principally in duets, two couples, and informal get-togethers of
friends and relatives. These are not simple, homogeneous strictures but
complex compositions and sparsely knit structures. Most interactions are
not in public places, but tucked away in private homes or telecommunica-
tions. Relationships are not permanent: Even socially close ties are often re-
placed within a decade. Rather than each network member providing a
broad spectrum of support, people get specialized support from a variety
of ties.?*

This means that within networks there is much possibility for individ-
ual agerncy and autonomously acting ties (White 1992; Emirbayer and Good-
win 1994). People and ties are affected by their networks, but only partially
so. People maneuver to form relationships and find support from them,
ties often operate without much constraint from their environing net-
works, and clusters of ties within networks operate privately in domestic
spaces rather than collectively in public places (Oldenburg 1989; Lofland
1998). Husbands and wives spend evenings together. Couples operate
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their personal networks jointly, with wives more active in determining net-
work membership and setting agendas (Wellman 1992a). The characteris-
tics of individuals, ties, and networks all affect the supply of supportive
resources.

Even though people no longer inhabit solidarity groups, they do not
function alone. Even though personal networks are fragmentary and
loosely coupled, support is given to clusters within a network as well as to
an ego. Ties do not operate in isolation. They contribute to networks; net-
works encourage and potentiate ties. The supportive relationship is social
in another sense. Support is often given for the general benefit of a house-
hold or a network rather than for the specific benefit of the individual
(Wellman & Wellman 1992).

Just as investment is not only zero-sum but also builds a fund of capi-
tal, one person’s support of another may also contribute to the network of
which both are members. The network’s provision of supportive resources
adds to the fund of network capital circulating in a community as well as
benefiting the individual. Social support is rarely a zero-sum game. Com-
panionship is usually a mutual benefit, while helping others increases
one’s own standing in the community. It gives the giver the nacles of see-
ing oneself as a worthwhile contributor, and raises the level of overall sup-
portiveness (Schweizer & White 1998). For example, providing others with
emotional support often increases happiness and decreases stress levels
(Pennebaker 1990). Not only does “it takes a village to raise a child” (Clin-
ton 1996), the support provided increases the village’s overall level of so-
cial capital and civic trust.

In such personal communities, network capital is inherently multilevel.
It is affected by individual agency and specific ties as well as by the orga-
nizational and normative effects of the networks in which individuals and
ties are linked. While people dance to their own tunes and in step with
their alters, their movements take place within the network ensemble. The
structure of the networks is important as a background factor, for its
sparse interconnections allow people to participate in many worlds. In
these communities of shared interest, networks provide contexts for sim-
ilar people to act similarly and observe each other acting similarly. It is the
composition of these networks that is important, often connecting similar
alters who have experienced similar life events and have similar interests
(see also Suitor, Pillemer, & Bohanon 1993). The “cultural conwvoys” of sim-
ilar network members potentiate the supportiveness that any one tie can
provide.

It is time to stop trying to view the present through the lens of the past.
It is time to stop seeing networks as nascent groups. The pervasiveness of
ties and the ability of such ties to link distinct social circles provide abun-
dant network capital (Laumann 1973; Granovetter 1982, 1995; Ferrand,
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Mounier, & Degenne 1999). The interplay of tie, network, and individual
characteristics strongly affects where such network capital will flow. At a
larger scale, the transformation of national and global societies into “net-
work societies” (Wellman 1988, 1997; Castells 1996) suggests the usefulness
of thinking of social capital as a product of personal community networks
as well as of formally institutionalized groups.

We have reversed the precept of Research Design 100: We have gone
from method toward theory by way of substance. As van Duijn et al. (1999)
noted, multilevel models provide a powerful new way to study ties and
networks (or other nested phenomena). We have also drawn on the fact
that multilevel models are an epistemologically more accurate way of rep-
resenting the contemporary network world in which phenomena are
inherently multilevel. Our findings fit the nature of loosely coupled “lib-
erated” communities (and possibly organizations with similar character-
istics). Such communities are not enveloping, binding solidarities. People
are members of multiple networks, and they enact specific ties and net-
works on an hourly, daily, monthly, and yearly basis. They can—and do—
change ties and networks in response to opportunities, difficulties, and
changes in their personal and household situations (Wellman et al. 1997).
Under these circumstances, network phenomena can only be facilitating
and partially constraining—and rarely dominating or controlling. To un-
derstand the place of network capital more fully, we need to know more
about how people think about and operate their networks:

1. Can we move beyond regression coefficients and understand how
the multilevel potentiation of ties by networks actually works?

2. The handful of strong alters/ties we have studied are only the core
constellation in a person’s network universe, typically containing
more than 1,000 alters. Do the many other weaker ties exhibit the
same tendencies we have discovered here? As weaker ties may be
less densely connected by mutual ties to the egos at the centers of
these universes, this might lead to more individual-agency and in-
dependent tie dynamics in the behavior of each ego and alter. Yet
this same weakness in the ties may require the structuring and po-
tentiating capacity of densely knit clusters of ties to transmute the
ordinary behavior of ego and alter into truly supportive exchanges.

3. How do compositional effects work as network processes? If many
network members do not know each other, are similarities in their
supportiveness the consequence of status similarity or of assortative
mating (Smith & Stevens 1999): “belonging” to the same ego who
may have gathered a particular set of alters through force of cir-
cumstance or planning?

4. Under what circumstances do people think and act in relational,
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network, or group terms (Freeman 1992; White 1992)? Can there be
a collective group identity and individual sense of belonging if peo-
ple are heavily involved in individual agency and dancing dyadic
duets rather than nesting in encompassing networks?

5. To what extent is network capital an outcome of a normative, refer-
ence-group process or an outcome of information flows and struc-
tural coordination?

6. Is the network potentiation of supportive ties, so apparent for par-
ent-child and accessible relationships, in part a result of people con-
sciously constructing their networks to fit their needs? What is the
empirical reality of “networking”? Are people “cultural dopes” in
Harold Garfinkel’s sense (1967): passively allowing ties, networks
and support to happen to them? Or are they steely-eyed practition-
ers of Ron Burt's craft (1992): actively amassing network capital by
forging (and dropping) their ties and (re)shaping their networks?

TECHNICAL APPENDIX
The final multilevel model for everyday support for alter i for ego j is
Level 1 [Tie/Alter level]:

P(Everyday Support;; = 1)

lo = :
g 1- P(Everyday Supporty = 1| Bo; + By, Alter Is a Parent/Child,;

+ B, Extent of Access to Alter,,
+ B, AlterIsa Woman,,
+ By, Strength of Tie,;
+ Bs; Number of Mutual Ties between
iand j
+ ,86] Alter Isa Workmatei]
Level 2 [Ego/Network level]:
[Overall Support intercept] By = Yoo + Yo %Parents/Children in the Network,
+ ¥, Mean Access to Alters ;
+ ¥o3 YoAlters Who Are Women,
+ o4 Eg0 Is a Woman,

+ 7,5 Network Sizej + Uy,
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[Parent/Child slope] B, = v,y + vy %Parents/Children in the NL’tworkj,
[Extent of Access slope] By = Voot Vo Mean Access to Alters/,

[Alter Is a Woman slope]l By, = v,

[Strength of Tie slope] By = Yao + vy Eg0 Is a Woman,,

[Number Mutual Ties slope] ,6’5/ = Yo, and

[Alter Is a Workimate slopel By, = -

Level 1 [Tie/Alter level]:

P(Everyday Support; = 1)
1— P(Everyday Support; = 1) = By; + By; Alter Is a Parent/Child,,
+ B,; Extent of Access to Alter,;

log

+ B Alter Is Woman”.

+ B, Strength of Tie,,

+ By, Number of Mutual Ties Between
iand |

+ B,; Ego Provided Emergency Sup-

port to Alter’,j

Level 2 [Ego/Network level]:

[Overall Support intercept] B, = v, + v,; %Parents/Children in the Network;
+ ¥, Mean Access to Altc’rsj
+ y,5 YoAlters Who Are Womeu/.
+ 7, Eg0 Is a Woman,
+ 75 Network Size,
+ ¥ PoAlters to Whom Ego Has Provided

Emergency Support, + 1,
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[Parent/Child slope] ,811. = ¥,0 T 71y YoParents/Children in the Networkj,

[Extent of Access slope] By = Va0 t 75y Mean Access to Alters} ,
[Alter Is Woman slope] [33/. = Y30/

[Strength of Tie slope] By = Yo/

[Number Mutual Ties slope] ,st = ¥, and

[Ego Provided Support slope] Bs; = ygo+ ¥4, %Alters to Whom Ego Has
Provided Emergency Support,.

Alltie/ alter level 1 predictors were centered around their group means ex-
cept for Number of Mutual Ties. Thus if this were a linear model 8,,; would
represent the predicted value for an average alter with whom ego has zero
mutual ties. The interpretation is not as exact for nonlinear models, such
as in the logistic regression at level 1.

All ego/network level 2 predictors were centered around their grand
means except for Ego Is a Woman and Network Size. Note that only the in-
tercept is associated with a random term; the residual variances of all other
level 1 slopes are set to zero, as these were not the focus of our models.

NOTES

We are grateful to earlier collaborators in East York personal community research
for the foundation laid for this study, to the Rockefeller Foundation for providing
Wellman with a month’s stay to complete this work at the Bellagio (Italy) Center
for Study and Conferences, and to the University of Toronto’s Centre for Urban and
Community Studies for its thirty years of being an eminently supportive research
base. The contributions of Milena Gulia, Catherine Kaukinen, Stephanie Potter, and
Scot Wortley have been especially important for our work here, as have been the
comments of Dean Behrens, Bonnie Erickson, Vicente Espinoza, Nan Lin, Uwe
Matzat, Pamela Popielarz, Ray Reagans, Fleur Thomése, Charles Tilly, Beverly
Wellman, and the members of the “Socnet” electronic mail discussion list. Earlier
versions of this paper were presented to the Duke University Social Networks and
Social Capital Conference (1998), the American Sociological Association (1999,
2000) and the International Sunbelt Social Network Conference (1999, 2000). Our
research has been supported by grants to Barry Wellman from the Bell Canada Uni-
versity Laboratories, and the Social Science and Humanities Research Council of
Canada. This chapter is dedicated to Natalie Sherban and Joan Harvey, founding
stalwarts of East York’s Neighbourhood Information Centre, who have demon-
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strated for thirty years that an organization can provide social capital and foster
supportive networks.

1.

Network capital is a form of “social capital.” Social capital is a sprawling
term, ranging from an individualistic framework that emphasizes the ad-
vantages that individuals can gain through their personal networks to a
collective perspective that emphasizes the advantages of volunteerism to
a community (Coleman 1988; Paxton 1999; Putnam 2000; Lin 2001). For fur-
ther discussions of social support, see Erickson, Radkewycz, and No-
sanchuk (1988); Gottlieb and Selby (1990); Kadushin (1981); Lin, Dean, and
Ensel (1986); Wellman (1999). Two other means of obtaining resources, less
prevalent in industrialized countries, are self-provisioning (Pahl 1984) and
coercive appropriatioin (such as robbery, theft, and extortion (Dickens 1838;
Pileggi 1985; Turnbull 1972).

We ignore here personal characteristics, such as intelligence, health, and at-
tractiveness.

Although we have tried to produce an inclusive list of the aspects of net-
work capital, our analysis does not dwell equally on all of them.

There are also the effects of the environing society, but that is beyond our
analytic scope here.

Like the chicken and egg, it is not clear which came first, ties or networks.
To be sure, ties constitute a network, and on that grounds, one might give
ties precedence. But as Simmel (1908) pointed out, networks can endure
while ties come and go within them. So a network may have precedence
over any tie currently in it.

Note that now it is the errors in 3, the Uy that are assumed normally distrib-
uted (with variance ¢2). In estimating o%, multilevel software accounts for
unreliability in the estimation of each Bo; due to small and varying sample
sizes. In particular, the estimates are “shrunk” to a conditional mean (based
on the characteristics of ego modeled at level 2) using an Empirical Bayes
approach. While these procedures have been available for over a decade
(see Raudenbush & Bryk 1986), they have only recently been extended to
models with dichotomous outcomes (Raudenbush 1995). Such models pose
special difficulties for obtaining maximum likelihood estimates. We use
here Yang's (1998) extension of the penalized-quasi-likelihood to obtain es-
timates based on an extremely precise approximation to the likelihood.
When we report main effects at the network or tie level we do so based on
models that do not include these interaction terms. We then estimate sep-
arate models that include the interaction terms.

The question was “I'd like to ask you a few questions about the people out-
side your home that you feel closest to; these could be friends, neighbors,
or relatives.”

Individual characteristics are analyzed in Wellman (1985, 1992a); Wellman
and Wellman (1992); tie characteristics in Wellman (1979, 1996); Wellman,
Carrington, and Hall (1988); Wellman and Wortley (1989, 1990); and net-
work characteristics in Wellman, Carrington, and Hall (1988); Wellman
and Gulia (1999b); Wellman and Potter (1999b).
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10.

11.

12.

13.

14.

16.

17.

18.

Rank = 6 for the highest-ranked (strongest) tie; Rank = 1 for the lowest-
ranked tie.

Data on ties between alters were based on reports from egos. Network an-
alysts and graph theorists often refer to the number of mutual ties as “de-
gree centrality” (Wasserman & Faust 1994), and this independent variable
would be part of the set in recent p* models (Wasserman & Pattison 1996).
We logged, , contact and distance data because, for example, a one-day in-
crease of contact at higher values (e.g., from 364 to 365 days) is less socially
meaningful than an increase at lower values (e.g., from 1 to 2 days). We
used percentage living in Metropolitan Toronto rather than the percentage
living in the same neighborhood, because previous research has shown
that alters living outside the neighborhood but elsewhere in Metropolitan
Toronto have about as frequent contact and are as supportive as those liv-
ing locally (Wellman & Tindall 1993; Wellman & Wortley 1990).

E.g., Allan (1979); Cicirelli (1995); Farber (1981); Goetting (1986); Schneider
(1984); Willmott (1986); Beverly Wellman (2001). Information about ex-
tended kin are in Stokowski and Lee (1991); Degenne, Lebeaux, and Lemel
(1998); Wellman and Wortley (1989).

As preliminary analyses did not show any association between support
and network density, heterogeneity or range, they were removed from the
final models. Although network density was found to be significant in an
earlier study that looked only at the network level (Wellman & Gulia
1999b), the multilevel approach used here removes the impact of possibly
confounding tie-level phenomena from our analyses here. For example, it
enables us to answer the question of whether a high level of parent-child
support is based on their bond or on the kinds of densely-knit networks in
which such supportive parent-child ties reside. The answer, as we shall see,
is that it is the parent-child tie, and not the densely-knit network, that fa-
cilitates the provision of support.

E.g., Vaux (1985); Cancian (1987); Perlman and Fehr (1987); Sherrod (1989);
Wright (1989); Wellman and Wortley (1990); Bly (1990); Wellman (1992a);
Canary and Emmers-Sommer (1997).

In general, the partitioning of variances between levels is an important as-
pect of multilevel models. But in this case our level 1 model (the tie/alter
level) is based on a logistic regression. As such, we do not estimate a vari-
ance at level 1 or discuss variance explained at level 1, nor do we partition
variances between level 1 and level 2.

Although statistical analysis of mutual ties is done at the tie level, the sub-
stantive effectis at the network level. The reciprocity effect may also be caused
by the number of mutual ties—the more mutual ties, the more ego is likely to
be supportive of an alter. Therefore it may not make sense to control for reci-
procity before assessing the effect of mutual ties. The effect of mutual ties prior
to controlling for reciprocity was stronger and significant at p = .05.

The overall probability of a parent-child tie providing support, 0.34, is as-
sociated with an odds ratio of .51. This means that the chance that a parent
or adult child is supportive is about half the chance that the parent or adult
child is not supportive. The odds that a parent or child provides everyday
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19.

20.

21.

22.

23.

24.
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SuppOI‘t increases by 246X %parents/childrenXalter is parent or child r about 11 as
networks increase from containing no (0 percent) parents or adult children
to containing all (100 percent) parents or children in the network. This
translates to an increase in odds (or chances of support versus nonsupport)
of about 2/3 for each additional parent or child in ego’s network. Starting
with an odds of support of .51 for the average parent/child, the odds
increases by 2/3 to .85 for the addition of one parent or child in ego’s net-
work, making the probability of support equal to .45. The effect is slightly
stronger for emergency support.

See Homans (1950, 1961); Clark and Gordon (1979); Galaskiewicz (1985);
Connidis (1989); Bumpass (1990); Wellman (1999).

The 23 percent of alters who provide everyday support are associated with
an odds of 0.30. If the alter is moderately accessible (0.49 above the mean),
the odds double (e'4>4% = 2) to .6, which is associated with a probability
of 0.37. If, in addition, the network is moderately more accessible than av-
erage (one standard deviation, or .73, above the mean), the odds double
again (e1-083>73 = 2.2) to 1.2, associated with a probability of 0.54. The ef-
fect on the odds ratios is halved for emergency support.

Preliminary analyses found that egos’ and alters’ socioeconomic status,
age, and family status were not associated with the provision of support at
the tie or network levels.

Reading the coefficients in Table 1 is a bit tricky here. The basic gender ef-
fects for egos receiving support and alters providing support can be found
in columns 1a and 2a. The cross-level effect is found in column 1b, but one
should not use the estimates from columns 1b and 2b to described gender
effects since these models contain cross-level interaction terms regarding
gender.

By contrast, a Dutch study of the elderly finds the opposite: The greater
availability of nearby ties decreases the instrumental support received
from any given tie (Thomése & von Tilburg 1998, 2000). There may be a dif-
ferent dynamic working for the provision of support to those with high
needs for assistance. In fact, the effect of mean access is reduced for our
older respondents, but the trend is not statistically significant.

For documentation and amplification, see Castells (1996); Craven and
Wellman (1973); Fischer (1982, 1984); Hampton and Wellman (1999); Put-
nam (2000); Simmel (1922); Suitor, Wellman, and Morgan (1997); Wellman
(1990, 1992a, 1992b, 1999, 2001); Wellman and Gulia (1999a); Wellman and
Leighton (1979); Wellman and Potter (1999); Wellman and Tindall (1993);
Wellman et al. (1997).
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Guanxi Capital and Social Eating in
Chinese Cities: Theoretical Models
and Empirical Analyses

Yanjie Bian

In Chinese society, guanxi, or interpersonal connections that facilitate favor
exchanges, is developed and maintained through social eating: eating a
meal with other people. For instance, the popular phrase “drinking and
eating buddies” (jiu rou peng you) denotes that friends among the Chinese
are those who repeatedly offer meals to each other. I will review three the-
oretical models about the nature of guanxi, each having ditferent implica-
tions for the relational bases of guanxi, sources and forms of guaixi capital,
and strategies of accumulating guainxi capital, or the capacity to mobilize
social resources through network ties to others. Then [ will analyze some
empirical implications of these models for social eating, using data from a
1998 urban consumer project in Chinese cities.

THREE MODELS OF GUANXI CAPITAL

Guanxi as the Web of Extended
Familial Obligations

This school of thought argues that the family is the core of the social struc-
ture and the original source of social relations in Chinese society. Conse-
quently, guanxi is understood as the web of extended familial ties and
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familial obligations. Proponents of this conception include, in the Chinese-
language literature, such influential scholars as Liang (1986 [1949]), Fei
(1992 [1949]), and Ambrose King (1985, 1988), and, in English, Morton H.
Fried (1969 [1953]) and C. K. Yang (1965 [1959]).

Liang began by recognizing that each person is born into complex rela-
tionships with parents and other family members. He argued that in China
these relations are ethical in nature, combining both sentiment (g/ng) and
obligation (yi). In interaction among family members, sentiments and ob-
ligations complement and reinforce each other, creating a harmonious
structure that resists confrontation and encourages cooperation within the
family. Because group life based on individual interests never became a
mode of social organization in China, argued Liang, the ethical relations of
familial sentiments and obligations were extended from the family into so-
ciety, becoming characteristic of Chinese culture. Liang thus termed Chi-
nese culture and society ethics-centered (/11 Ii ben wei). Fei emphasized
that the ethical relations of familial sentiments and obligations are ego-
centric; therefore, the farther one gets from family, the wider the range of
ties to alters and the lower the degree of ego’s sentiments and obligations
to alters. Fei called this tendency the structure of differentiation (c/iz xu ge
ju). King argued that Liang’s and Fei’s theories, though developed in the
1940s, can explain behavioral patterns of Chinese individuals in post-
World War II Hong Kong, Taiwan, and Mao’s mainland China. He points
to the persistence of guanxiin shaping social life among the Chinese across
political regimes.

In Liang’s and Fei’s theories, the relational bases of guanxi are family,
kinship, and the communities extended from the family and kinship.
Fried's study of a county seat in Anhui province before 1949 confirms that
the web of familial and kinship obligations indeed extended into and be-
came the “fabric” of the economic, political, and social organizations of
the county seat before the 1949 Communist revolution. And C. K. Yang’s
research on postrevolution Chinese families in Guangdong indicates that
agricultural collectivization did not greatly alter this structure, because
the unofficial, informal networks of familial and kinship obligations pro-
vided the social-support mechanisms through which peasant families
survived in the economy of transition and hardships. Because familial ob-
ligations and sentiments shape the communities extended from the fam-
ily and kinship, Lin (1989, 1998a) has conceptualized these communities
as “pseudofamilies.”

According to Lin, pseudofamily ties refer to intimate friendships. These
ties, however, may come about in different ways in traditional and mod-
ern societies. In Yang’s village and Fried’s county seat, intimate social and
economic relations were normatively restricted to the family, and the
pseudofamily tie was a “social fiction” to widen the boundaries. In broader
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and more complex urban societies, such ties develop from diverse social
relations, namely, classmates, roommates, army comrades, neighbors, co-
workers, business partners, and patron-client relations. While frequent in-
teractions and mutual exchanges are objective conditions under which
these social relations may transform into ties of high intimacy, key to a
pseudofamily tie is the intimate friends’ subjective recognition of such a
tie. One general indication is that the pseudofamily tie links persons who
normally call each other brothers or sisters and kids normatively call their
parents’ friends aunts or uncles.

From Liang and Fei to Fried and Yang, no researcher has used the term
“guanxi capital.” Nevertheless, all of them have implied that the capacity
to mobilize social resources from guanxi networks lies in ego’s reputation
for fulfilling moral and ethical obligations to one’s family and pseudo-
families. In both popular and scholarly discourses, this kind of reputation
has been termed “face” (mian zi) (King 1985, 1988). For example, in Yang's
village or Fried’s county seat, the men who fulfilled these obligations
earned respect from villagers or neighbors, who in turn gave face to these
men. Face giving from villagers and neighbors was important when the
men had to rely on popular support for carrying out their duties in public
domains. Face giving of this sort was also important when the men tried
to mobilize tangible resources (e.g., temporary labor hires, money loans,
donations, etc.) from the villagers and neighbors on behalf of their families
or pseudofamilies. In urban China in the 1980s, this kind of “face work”
was found to operate in business circles (Cheng & Rosett 1989). In this
sense, having face means having guaixi capital, or the capacity to mobilize
social resources from guanxi networks; and losing face means lacking
guanxi capital, or the incapacity to mobilize resources through guanxi net-
works. Thus, in the Chinese context, face work is about guanxi capital
accumulation.

Face is relational, for it lies in how ego is evaluated by the members of
one’s guanxi networks. In his theory of structural differentiation, Fei main-
tains that face is based on sentiments and closeness between face givers
and face receivers. According to him, face is greatly ensured from social
circles close to ego’s family, but less so from the circles that are farther away.
Therefore, the face work that everyone must do is to maintain social rela-
tions in the farther and wider circles by the standard of familial sentiments
and obligations. Liang believed that the web of extended familial senti-
ments and obligations reflected the nature of the classless social structure
of China. In this structure, rational persons must extend ties of familial sen-
timents and obligations to as many people around them as possible.

In summary, given the definition that guanxi is the web of extended fa-
milial obligations, proponents of this view shared the consensus that the
relational bases of guanxi are family and pseudo-families. Moreover, the
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sources of guanxi capital lie in ego’s reputation for fulfilling the moral ob-
ligations to family and pseudo-families. Third, guanxi capital is under-
stood in terms of face, and ego earns face from alter because of high
sentiment and closeness between ego and alter. Finally, the strategy of ac-
cumulating guanxi capital is to extend the ties of familial sentiments and
obligations to all social relations.

Guanxi as Exchange Networks of Particular
Instrumental Ties

Unlike early writers on guanxi, researchers of contemporary urban Chinese
society have suggested that guanxi refers to exchange networks of partic-
ular instrumental ties (Jacobs 1979; Chiao 1982; Walder 1986; Hwang 1987;
Yang 1994). This view does not automatically reject the idea that guanxi is
a web of extended familial obligations; here, instead, the defining charac-
ter of guanxi is the instrumentality of particular ties (familial ties included)
that facilitate favor exchanges. The shift in emphasis to particular instru-
mental ties points to a different set of implications for the relational bases
of guanxi, sources and bases of guanxi capital, and strategies of guanxi cap-
ital accumulation in Chinese society.

When guanxi is defined as particular instrumental ties, the relational
bases of guanxiare no longer limited to family and pseudofamilies, but also
include a broad range of social and work-related connections. Walder
(1986) found in Mao’s China three kinds of particular instrumental ties that
shaped work life. The first was between state planners and factory direc-
tors. Under the soft budget constraint (Kornai 1986), all factory directors
demanded economic resources from state planners, but those who estab-
lished particularistic ties with state planners were better able to extract
government resources. The second type of tie was between party officials
and political activists in the workplace. In the political culture of party
clientelism, the best strategy for getting ahead was to show personal loy-
alty to the party secretaries who provided career mobility opportunities.
The third tie was between shop-floor supervisors and ordinary workers. In
this relationship, the former operated day-to-day production through a
network of loyal workers, who received favorable work assignments, per-
formance evaluations, and bonuses and prizes from their supervisors. The
defining character of these various particular ties was instrumental, ar-
gued Walder, because favor exchange was both the motivation and the an-
ticipated outcome of them.

In the exchange networks of particular instrumental ties, the key source
of guanxi capital lies in one’s reputation for keeping promises to provide
and return favors to the members of one’s guanxi networks. In other words,
the rule of the game is reciprocity. Yang (1994) observed that in post-Mao
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China, indebtedness and the obligation to reciprocate are the binding
power of social relations. Hwang (1987) argued that for all Chinese soci-
eties, reciprocity is the basis of face, because face is based less on the de-
gree of sentiment of a tie than on the mutual trust and loyalty between the
parties engaged in favor exchanges. This point was used to examine the
utility of strong ties in job searches in China (Bian 1997, 1999) and Singa-
pore (Bian & Ang 1997). Consequently, the goals of networking have
shifted from extending ties of familial sentiments and obligations to culti-
vating ties of diverse resources for mutual favor exchanges.

Guanxi as Social-Exchange Networks of
Asymmetric Transactions

Recently Nan Lin (1998a) has provided both a critical review of the guanxi
literature and a new conceptual model about the nature and operating
mechanisms of guanxi networks. Recognizing the different emphases on
the sentimental basis and instrumental uses of guanxi by previous re-
searchers of China, he argues that both of these characterize ¢uanxi when
it is defined in the broad context of social-exchange networks of asym-
metric transaction.

Lin distinguishes between economic exchanges of symmetric transac-
tion and social exchanges of asymmetric transaction. The rationale of eco-
nomic exchanges is to focus on short-term transactions of valued resources
and the relative gain to loss in the resources transacted between the par-
ties involved. In contrast, the rationale of social exchanges shifts the focus to
long-term commitment to maintaining relationships in which resources
are embedded. In social exchanges, transactions of resources are asym-
metric in that resources flow from favor giver to favor receiver, and this is
also true when the resource flow in social networks is access to other ties
(in this case, favor giver performs as a network bridge). But the favor giver
does gain—Dby being recognized as resourceful. The spread of recognition
in social networks enhances the reputation of the favor giver, thus helping
him /her maintain and strengthen his / her network centrality.

Lin classifies guanxi as a type of social exchange, permitting instrumen-
tal uses and favor-seeking purposes to characterize guanxi networks. He
argues, however, that “it is the relationship that is valued and must be
maintained, not the value of the favor transacted per se”; thus, “instru-
mental action becomes the means and guanxi [building] becomes the end”
(p. 22). It is in this sense that Lin also emphasizes the sentimental basis of
quanxi.

In Lin’s conceptualization, the relational bases of guanxi become very
broad, including all kinds of kin and nonkin relations. The key source of
guanxi capital is neither the reputation of fulfilling moral obligations to
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Table 1.

Guanxi Capital and Social Eating in Chinese Cities

Models of Guanxi and Some Implications for Social Eating

Model |

Model I

Model Il

Definition of guanxi

Relational bases

Sources of guanxi
capital

Bases of guanxi
capital

Strategies of guanxi
capital accumu-
lation

Who to invite

Purposes

Payment

Web of extended
familial obliga-
tions

Family, kinship,
community

Reputation for
fulfilling moral
obligations to
family and
pseudofamilies

Face based on
sentiment and
closeness

To extend ties of
familial senti-
ments and
obligations

Family and pseudo
family connec-
tions

Predominantly
expressive

One eating partner
pays

Exchange networks of
particular-instru-
mental ties

Family, kinship,
community, work

Reputation for keeping
promises of providing
and returning favors

Face based on mutual
trust and loyalty

To cultivate ties of
diverse resources
for favor
exchanges

Guanxi connections
with resource diver-
sity

Predominantly
instrumental

Instrumental: favor
seeker pays

Expressive: eating
partners share

Social exchange net-
warks of asym-
metric transaction

All kinds of kin
and nonkin rela-
tions

Reputation for being
network bridges to
resourceful ties

Face based on re-
peated asymmetric
transaction

To increase network
centrality for more
network ties

Guanxi connections
with network diver-
sity

Equally expressive
and instrumental

Mostly favor seeker
pays

Favor giver may pay

family and pseudofamilies, nor the reputation for keeping promises in
favor exchanges; after all, resource transactions in social exchanges are
asymmetric. Instead, guanxi capital lies in one’s reputation as a generous
favor giver and a network bridge to resourceful ties. In this context, face—
the Chinese version of social capital—can be reinterpreted: Face giving
means lending access to connections, and face receiving means getting ac-
cess to connections. Predictably, granting favors (access to connections) is
the best strategy to maintain one’s networks and enhance one’s capacity
for accumulating guanxi capital. Table 1 displays the key points of the three
models just reviewed.

EMPIRICAL IMPLICATIONS OF SOCIAL EATING

It is well known that banquets are popular and used as an important so-
cial venue through which Chinese people network (Yang 1994). In the
United States, the term “banquet” generally connotes a fairly large, formal
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gathering or a rather elegant, elaborate party on a formal occasion (wed-
ding, retirement, etc). For Chinese society and in following Yang, I use the
term to include a wider range of gatherings of relatives, friends, and ac-
quaintances that involve social eating. In a guanxi society, when a person
receives an invitation to a banquet hosted by one’s guaixi, the invitee is
seen as having face. If the person turns down the invitation, then the host
loses his / her face. And if the invitee accepts the invitation and attends the
banquet, this is interpreted as giving face to the host (Yan 1996). The oper-
ation of such face work means that banqueting is a deliberate social process
involving network strategies. Many banquets in China may appear to be
less deliberate and more informal and spontaneous. But then, many of
these occasions do involve considerable calculations about whom to invite,
whom to pay, and what to talk about during the course of a meal. What
clues can we learn from the three theoretical models of guanxi to these net-
working processes?

Expectations of Model 1

According to Model I, guanxi is the web of extended familial obligations;
guanxi capital accumulates when one invests time and energy to extend the
ties of familial sentiments and obligations. This model implies that family
and pseudofamily connections are more highly represented in eating-part-
ner networks than are other kinds of connections. Furthermore, within the
circles of family and kinship connections, banquets are initiated for ex-
pressing hosts’ familial sentiments and emotional attachments to relatives;
and relatives are expected to have the same expressive purposes in mind
when attending the banquets. In less formal and more spontaneous occa-
sions, meal costs are not shared but paid for by a self-offered host; it would
cause damage to the familial sentiment if the meal costs were split among
relatives engaging in social eating. If guanxi connections are defined as
family and pseudofamily connections, then social eating is intended more
for expressive than for instrumental purposes, and meals are expected to
be paid for by a host, rather than shared by all eating partners.

Expectations of Model 11

Model Il implies different expectations about patterns of social eating. Ac-
cording to this model, guanxi refers to exchange networks of particular in-
strumental ties. This notion of guanxi makes it explicit that reciprocity is
the guiding principle of guanxi networking. It means that if a person wants
to accumulate guanxi capital through social eating, he or she tends to en-
gage in it with persons who have a lot of resources at their disposal. Un-
der this circumstance, the occasions of social eating are then used to hint,
initiate, or complete a course of favor exchange. At the aggregate level, the
model makes no assumption about relational bases of eating-partner net-
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works, but it points to the tendency that social eating is arranged more fre-
quently among people who have many different kinds of resources to trade
than among those with a small number of resources to trade. Second, so-
cial eating is intended more for instrumental purposes than for expressive
purposes. Finally, the favor seeker is expected to pay the bill. When social
eating is indeed for social, expressive purposes (rather than instrumental
purposes), however, it is understood that the cost would be shared among
eating partners.

Expectations of Model 111

Model IIT projects guanxi as a type of social-exchange network of asym-
metric transaction. The model assumes that guanxibuilding is an everyday
phenomenon in Chinese society, that favor seeking and favor giving are
typical of guanxibuilding, and that a favor seeker and favor giver both ben-
efit, though in different ways, from each transaction. This model has the
following implications for social eating. First, freely chosen eating partners
come from all kinds of connections, especially from those with high net-
work diversity, because the higher such diversity, the greater the potential
for network bridging. Second, since guanxi building aims to maintain so-
cial relations through favor seeking and favor giving, any occasion of so-
cial eating should have a mixture of instrumental and expressive purposes.
Thus, Model Ill makes no expectation that either kind of purpose will dom-
inate social eating. Finally, according to this model guanxi networking is
asymmetric in nature. This implies that the favor seeker should pay the
cost of social eating. However, the relational rationale postulated by Model
Il indicates that the favor giver may pay the bill. The two possibilities com-
bined indicate that social eating is a hosted setting, either by a favor seeker
or favor giver.

ANALYSES

My data come from an urban consumer project conducted in several Chi-
nese cities in 1998 and 1999. Four waves of data were collected over more
than a year; in this chapter I analyze part of the data from the first two
waves. In the first, 401 households participated in the project, and data col-
lection focused on social networking during the Spring Festival (the New
Year celebration in the lunar calendar) in February. The second wave, in
May, focused on social eating, with 351 households remaining in the pro-
ject and five new households added. In each wave, data were collected
through a face-to-face interview using a structured questionnaire. In addi-
tion, a book of diary forms was left so that each participating household
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could record a week’s consumption and networking activities by the
household head, spouse, and up to four more household members. My
analysis here will be limited to household heads, who were the respon-
dents in the questionnaire survey. For convenience of presentation, I term
a respondent “ego” and his/her eating partners, whether one or more on
each occasion, “alter.”

Perceptions about Banguets

I begin by describing how banquets (qing ke clii fair) are perceived by re-
spondents. As revealed in the first section of Table 2, 75 percent of the re-
spondents agreed with the statement that banquets are designed not solely
for eating meals but for providing a good environment for conversation
with others. A similarly large majority agreed that banquets are necessary
for maintaining social relations (70 percent), but are not intended as a
means to return favors to helpers (68 percent). Although a minority of re-
spondents disagreed with each statement, variation in response is not
associated with any of the stratification variables considered (class, em-
ployment status, employer type, home ownership, and income). As can be
seen in the second section of Table 2, none of the null hypotheses can be re-
jected. These results indicate that there is a shared value system among

Table 2. Social Values about Banquets

Value Iltems N Agree (%)  Disagree (%) No Opinion (%)

1. Banquets are not meant 326 75 11 14
to eat meals, but to have
a good environment for
conversations

2. Banquets are necessary 326 70 14 17
for maintaining social
relations

3. Banquets are not intended 313 68 13 19
as a means to return favors
to helpers

F-texts from ANOVA: p value and d.f.

Value Value Value
Respondent’s attributes Item 1 Item 2 Item 3 d.f.
Occupational class (10 categories) .947 .200 697 9
Employment status (11 categories) .370 .908 942 10
Type of employer (9 categories) 524 .809 .255 8
Home ownership (3 categories) .294 .785 .201 2

Income ranking (16 categories) 613 .340 771 15
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Chinese urbanites about banquets: they are a means of maintaining social
relations. In the Chinese context this means maintaining guanxi networks.
Who, then, from an ego’s network is invited to a banquet?

Core-Guanxi Networks and
Eating-Partner Networks

[s social eating more likely among family and pseudofamily ties (Model I)?
Or, does social eating frequently go beyond the network circles of families
and pseudofamilies to occur among particular-instrumental ties (Model
II)? Or, does it more frequently occur among persons who have more di-
verse network connections than just family and pseudofamily ties (Model
1II)? To analyze these questions, a referent point about a person’s core
guanxi network is needed. Such a network is the network structire from
which the network of eating-partners emerges.

It is well known that people’s social networks are multidimensional in
both Chinese and non-Chinese societies (Ruan et al. 1997), and that guanxi
networks are dynamic, evolving, and probably without boundary (Liang
1949; King 1985, 1988). This makes it difficult to measure accurately a per-
son’s core guanxi network through the standard techniques of name gen-
erator and position generator (Lin 1999).  measure the core guanxi network
as confined to “greeters” during the week of the Spring Festival for two
reasons. First, guainxi connections traditionally greet each other through
home visits and, increasingly, telephone calls during the period. Second,
this gives us the opportunity to take an accurate reading of the number and
relational types of greeters to the households used in our project. This task
was completed during the first wave of the 1998 urban consumer project.

The recording was limited to the eve and the first five days of the New
Year, the period of the holiday. Some households (N = 23) were away from
home during the entire six days; the remaining households (N = 378) re-
ported a total of 7,436 greeters to their homes, averaging about 20 greeters
per household. For my analysis, these greeters form the core guanxi net-
works of my respondents. Data about eating-partner networks were col-
lected from a separate recording during a week in May, in the second wave.
Although breakfasts were recorded, my analysis is confined to lunches,
dinners, and night snacks, where social eating is concentrated. Table 3 re-
ports aggregate data about the relational compositions, class compositions,
and network diversities of respondents’ core guanxi networks and eating-
partner networks.

According to Model I, a person’s kin ties and pseudofamily ties would
be more likely to be involved in social eating than are their other ties. This
expectation is partially supported by the data: Although 39 percent of ties
from core guanxi networks are pseudofamily ties, these ties have a 45 per-
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Table 3. Compositions of Core-Guanxi Network and Eating-Partner Network

2)- (1)
Core-Guanxi  Eating-Partner Hypothesized
Variables Network? (1) Network (2) 2)— (1) by Models
Relational composition (%) Model |
Kin ties 36 19 —-17* (2) > (1)
Pseudofamily ties® 39 45 6" (2) > (1)
Other ties® 25 36 11* (2) < (1)
Class composition? (%) Model i
Same as egos 52 60 8* (2) < (1)
Different than egos 48 40 -8 (2) > (1)
Network diversity® Model IlI
Average number of 4.89 5.86 0.97* (2) > (1)
types of ties'
Average number of job 4.86 517 0.31 (2) > (1)
positions?
Average number of 3.26 3.68 0.42* 2) > (1)

types of unitsh

*Two-tailed t+test significant at the .05 level.

aDefined as greeters during the holiday of Spring Festival in February 1998. A total of 7,436
greeters were reported by 378 households.

bThese include guests of the family, villagers, classmates, army-comrades, teachers, stu-
dents or apprentices, neighbors, and friends.

°These include superiors and subordinates at work, work colleagues of the same rank, other
work-related contacts, and business partners and contacts.

9A three-class scheme is used here, including cadre class, professional-technical class, and
working class.

®The averages reported here are adjusted under an equal occurrence assumption for greet-
ing activities during the Spring Festival and eating arrangements recorded separately.

fOut of a maximum of 14 different types of ties.

90ut of a maximum of 20 different occupational positions.

hOut of a maximum of 12 different employer types.

cent representation in eating-partner networks. Kin ties, however, have a
lower representation and other ties have a higher representation in eating-
partner networks than in core guanxi networks. This result is contrary to
the expectations of Model 1.

Model II predicts that eating-partner networks are used to mobilize re-
sources for favor exchanges. This model implies that ties in eating-partner
networks may be more resourceful than ties in core guanxi networks. Re-
cent stratification research of urban China (Lin & Bian 1991; Walder 1992,
1995; Bian 1994; Bian & Logan 1996; Zhou et al. 1996, 1997) revealed that
occupational classes vary considerably and increasingly in such resources
as power, prestige, income, and redistributive benefits (housing, medical
care, etc.). I use a class composition (cadre, professional, and worker) to
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measure the probability that an ego can mobilize different kinds of re-
sources from his /her eating-partner network. If eating partners share the
same class as egos, the probability is low, otherwise it is high. The data
show that 48 percent of the ties in core guanxi networks are from different
class categories from the respondent’s, but the percentage is lower (40 per-
cent) for ties in eating-partner networks. This finding contradicts the pre-
diction of Model II.

There is some evidence from Table 3 to support the prediction of Model
HI: greater network diversity for ties in eating-partner networks than for
ties from core guanxi networks. Table 3 shows that the average number of
types of ties (out of a maximum of 14) is significantly larger for the eating-
partners network than for the core guanxi network. Second, the average
number of types of employers (a maximum of 12) is also significantly
larger for the eating-partner network than for the core guanxi network. Fi-
nally, a similar tendency is revealed for diversities of job types between the
eating-partner network and core guanxi network, but the differential is
small and statistically insignificant.

Who Pays and for What Purposes?

Table 4 tests the implications of the three models for payment arrange-
ments and intentions of social eating. During the week of data collection
in May 1998, the 356 respondents had a total of 5,054 lunches, dinners, and
night snacks. Of these, 19 percent were eaten alone by respondents, 60 per-
cent with the family, and 21 percent with “others.” This last category meets
the requirement of social eating, so it is further analyzed in Table 4.

All three models expect, though for different reasons, a joint payment
arrangement to be significantly less likely than an arrangement in which ego
or alter pays. This expectation is supported by the data: 53 percent of meals
were paid by either ego or alter, compared with 20 percent of meals paid
jointly by ego and alter. The other 27 percent of meals were paid through
“other arrangement,” a predesigned response. The wording (“other ar-
rangement”) was chosen to avoid the more natural, but probably unwise,
response category of “paid by employer” or “paid by public funds,” which
would give respondents an impression of corruption and thus possibly dis-
tort the reliability of their answers. My theoretical interest is in the choice
between the first two responses.

Models I and II go in opposite directions in predicting the purposes of
banquets. Model I predicts that banquets would be used predominantly
for expressive purposes, and significantly less for instrumental purposes.
Model II predicts the opposite. The data indicate a clear tendency in sup-
port of the prediction of Model I: 63 percent of the 1,086 meals were “just
for a conversation” (sui bian liao liao), compared with 28 percent for the pur-
pose of having “a business to talk over” (you shi yao tan).
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Table 4. Features of Social Eating in @ Week in May 1998 (N = 356)

Hypothesized Direction by

Variables % Model | Model Il Model 11
Total meals eaten (N = 5,054)
Eat alone 19
Eat with family 60
Eat with others 21
Eating with others (N = 1,086)
Who pays?
Ego or alter pays 53 Predominant Predominant Predominant
Ego and alter jointly pay 20
Other arrangement 27
What for?
Just for a conversation 63 Predominant
Talk about business 28 Predominant
For other purposes 9
Just for a conversation (N = 608)
Ego or alter pays 45 Greatly less Greatly more
Ego and alter jointly pay 19 Greatly more Greatly less
Other arrangement 37
Talk about business (N = 274)
Ego or alter pays 85 Greatly more Greatly more
Ego and alter jointly pay 9 Greatly less Greatly less
Other arrangement 6

After the purpose of the meal is considered, Models I and III make dif-
ferent predictions about payment arrangements. When a meal is for an ex-
pressive purpose, Model lI—under the assumption that reciprocity rules
guanxinetworking—predicts that the bill is more likely to be shared by ego
and alter than to be paid for by either party. The data do not support this
prediction: 45 percent of meals were paid for by either ego or alter, and only
19 percent paid for jointly by ego and alter. This finding supports the ex-
pectation of Model IIl, which implies that a hosted banquet, rather than a
shared arrangement, is typical of social eating in a guanxi society. Of ban-
quets arranged for instrumental purposes, 85 percent are paid for by either
ego or alter, as is expected by both Models 11 and 1.

Banquet Guest, Banquet Host, and
Bangquet Attendee

The aggregate analyses presented so far reveal to us a macropicture about
Chinese network patterns in the context of social eating. I now turn to the
question of network effects on individuals’ engagement in banquets. To
what extent is one’s engagement in banquets due to one’s political influ-
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ence and economic ability, and to what extent is it due to one’s network ad-
vantage and disadvantage? Table 5 suggests answers to these questions.
Arespondent’s engagement in banquets is measured by the frequencies
of being (1) a banquet guest, (2) a banquet host, and (3) a banquet attendee
during the week of data recording in May. The last category is the combi-
nation of the first two plus the frequency of ego’s presence to banquets as
invitees” “escorts” (in popular discourse this role is called pei chi, or “escort
eater”). Regression analyses of these three dependent variables are re-
ported in Table 5. The results indicate that personal economic strengths (as
measured by income) increase the frequency of one’s being a banquet
guest, a banquet host, and a banquet attendee. Moreover, if the respondent
is a Communist party member (a measure of political influence), he or she

Table 5. Factory and Regression Analyses of Network Effects on Bangueting

Frequencies
Regression Analysis: Standardized Coefficients?
Factor Analysis Frequency Frequency Frequency
of Being of Being of Being
Factor a Banquet a Banquet a Banquet
Measures Loading Predictors Guest Host Attendee
1
Network size —.011 .020 —.006
Kin 736 (2)
Pseudofamily .871 Relational 262" 189" 267
Other 613 composition
Tie diversity .902
Job diversity  .946 Network 129+ 120! .140™*
Unit diversity 927 diversity
Cadre .818
Professional .852 Class 103! -.078 —.023
Worker 762 composition
3)
Variance explained (%) Respondent A1 .074 114
party member
Relational composition
(58%) Income .355*** .300"** .384**
Network diversity Constant 1.534*** 2,925 4,472
(86%) R0 012 010 011
R?, .5 .240 109 .202
Class composition B2 2.3 266 198 .348
(66%) N 332 335 331

aTwo-tailed significant tests: p < .10.
**p < .01.
***p < .001.
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is a frequent banquet guest and attendee, but not a frequent banquet host.
Although one might consider other personal attributes (e.g., gender, age,
education, and cadre or professional class), none of these variables sur-
vives the significant tests in an initial analysis (not shown), so they have
been removed from the model reported in Table 5. Confined to the effects
of income and party membership on one’s engagement in banquets, the
regression results suggest that banqueting is an economic and political
process in Chinese cities.

Nevertheless, banqueting is also a social-networking process. [ consider
four network variables as predictors of one’s engagement in banquets. Of
these, network size (as measured by the total number of greeters during
the Spring Festival) has a marginal value in predicting one’s being a ban-
quet guest, host, or attendee, but it fails to survive the statistical test when
other predictors are included in the regression equations. Note that net-
work size reduces only 1 percent of variation in each of the three depen-
dent variables (see R squared (1) in each equation).

The relational composition of respondents’ networks is a significant pre-
dictor and produces a positive Beta coefficient in all three equations. This
predictor is a factor of three measures: frequencies of interaction with (1) a
kin tie, (2) a pseudofamily tie, and (3) a tie of “other type.” All of these mea-
sures are confined to the core-guanxi network of greeters, as reported in
Table 3. Exceedingly high intercorrelations among the three measures pre-
vent them from being included simultaneously in any regression equation,
but the factor generated can do just as well in reducing variances of the de-
pendent variables (result not shown). The significant Beta coefficients in-
dicate that the more frequent interactions one has with the three different
kinds of ties, the more likely one is to be a frequent banquet guest, host,
and attendee. The factor loadings suggest that pseudofamily ties (.871) are
most important, and that kin ties (.736) are more important than other ties
(.613) for increasing one’s chances of banquet engagements. These findings
lend partial support to Model I, which predicts that banquets are more fre-
quently offered among family and pseudofamily connections.

Furthermore, network diversity also significantly increases the fre-
quency of one’s being a banquet guest, host, or attendee. Like relational
composition, network diversity is also a factor, generated from the three
measures of tie diversity, job diversity, and unit diversity, whose measure-
ments are described in Table 3. These are confined to the core-guanxi net-
works of greeters. The positive Beta coefficients indicate that the more
diverse one’s network is, the more likely one is to be a banquet guest, host,
or attendee. The large and similar magnitudes of factor loadings for the
three diversity measures indicate that tie diversity, job diversity, and unit
diversity are about equally important for increasing one’s banquet en-
gagements. These findings support the prediction of Model III: Persons
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with high network diversity are more likely to give and receive favors, and
thus to engage in banquets more frequently than persons with less diverse
networks.

The final network measure is class composition, a factor considering
class backgrounds of persons with whom the respondents had social eat-
ing during the week of May, 1998, in which data on social eating were
recorded on a meal-by-meal basis. Three classes (cadre, professional, and
worker) were identified, and each class was used as a dummy variable (1
= yes, 0 = no). The high factor loadings for all three variables indicate high
intercorrelation (thus, persons who had a meal with a cadre are more likely
than not to have a meal with a professional or worker). The resulting fac-
tor shows, in the regression analysis, a moderate effect on the frequency of
one’s being a banquet guest, but not a banquet host or addendee. A casual
observation is that in the 1990s cadres and high professionals are frequent
attendants to banquets that are paid for by public funds. This likely re-
duces the probability that cadres and high professionals attend privately
hosted banquets. It is quite possible, however, that banquets privately
hosted to cadres and high professionals are underreported because of the
implication of “pooling a relation” (la guanxi) with the powerful or the
resourceful.

SUMMARY AND DISCUSSION

The 1998-99 urban consumer project shows that Chinese urbanites have
great consensus about banqueting. A great majority of respondents per-
ceive banquets to be a way to maintain social relations. This perception
cuts across social and economic boundaries measured by respondents’
class, employment status, occupation, employer type, home ownership,
and income. These findings provide an empirical validity for analyzing
patterns and processes of guainxi networking in the context of banquets or
social eating in Chinese cities.

Scholars differ in their definitions of guanxi. A traditional view defines
guainxi as the web of extended familial obligations and sentiments. A more
recent view emphasizes the instrumentality of guanyi in facilitating favor
exchanges. And a most recent advancement synthesizes guanxi as driven
by relational rationality. These views inform different models about rela-
tional bases of guanxi, sources and forms of guanxi capital, and strategies
used to accumulate guanxi capital. Although data analyses have tested the
implications of these models for social eating, some findings are open for
more interpretations than provided. Here I revisit some of these findings
and attempt to discuss them in the broad context of social capital.
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From Guanxi Network to Guanxi Capital

Portes (1995) defines social capital as “the capacity of individuals to com-
mend scarce means by virtue of their membership in networks or broader
social structures” (p. 12). This refers to a process of resource mobilization
from one’s networks. For Lin (1998b), this is a two-step process: First, in-
dividuals access social resources embedded in their networks. Second,
they mobilize and convert accessed social resources into social capital for
goal attainment. If the first step is more a network constraint, the second
reflects a rational choice: Individuals will rationally network with some
people more frequently than with others within and beyond their net-
works. My findings provide clues to how these two steps of networking
are correlated with one another in a guainxi society.

In China, although the guanxi network is multidimensional and evolv-
ing, it is well understood that those connected by guanxi normally greet
each other on the important holiday of the Spring Festival. 1 therefore mea-
sure a Chinese person’s core guanxi network by his/her Spring Festival
greeters. The relational and class compositions and network diversities of
these greeters are measured and can be interpreted as indicators of re-
sources accessed by individuals in their core guanxi networks. Social eating,
on the other hand, gives a Chinese person a choice scenario, because peo-
ple can choose to eat meals with some connections more frequently than
with other connections. Relational and class compositions and network di-
versities of eating-partner networks then can be seen as indicators of re-
sources inobilized from one’s guanxi network.

Table 2 shows that kin ties are highly represented in core networks (36
percent). Kin ties, however, are underrepresented n eating—partner net-
works (19 percent), which contradicts the expectation of the traditional
model of extended familial obligations and sentiments. Pseudofamily ties
are more highly represented in eating-partner networks than in core guanxi
networks (39 percent versus 45 percent), and this is also true for other types
of ties (25 percent versus 36 percent). The growth of these two types of ties
from core guanxi networks to eating-partner networks does not seem to be
driven by a search for eating partners of greater class differences, a hy-
pothesis that is implied by the model of instrumental-particular ties. It is
motivated, instead, by greater network diversity, a hypothesis derived
from and confirmed for the model of social exchange networks of asym-
metric transaction. I find that eating partners are more diversified by types
of dyadic ties and types of employers than are greeters at Spring Festival.
Job diversity is also greater for the former than for the latter, although the
differential is not statistically significant.

These findings have important implications about the mobilization of
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guanxi capital in China. First, guanxi resources are more highly embedded
in pseudofamily ties than in kin ties or any other types of ties. Work col-
leagues and business partners are included in the “other types of ties” cat-
egory. Although these ties are most available in everyday interaction
outside the family, they have a low representation in core guanxi networks
(25 percent), and they are not as highly represented in eating-partner net-
works as are pseudofamily ties (36 percent and 45 percent, respectively).
Second, eating partners tend to associate with one other within the social
classboundaries of cadres, professionals, and workers. One may argue that
the broad class categories would artificially make in-class connections a
major type of network; however, interclass connections are substantially
reduced from core guanxi network to eating-partner network. This implies
that in China guanxi resources are less likely to be mobilized across class
boundaries than within. Third, eating-partner networks are more diversi-
fied than are core guanxi networks, suggesting that network bridging and
relational transfers, rather than the transfers of tangible resources, are the
main mechanisms through which guanxi capital is accumulated. This con-
clusion about the mobilization of guanxi capital in China in the 1990s sup-
ports Lin’s social-network model of relational rationality and asymmetric
transaction.

Face as Social Capital

Two findings are seemingly confusing. On one hand, social eating is highly
motivated for expressive purposes (63 percent of meals eaten with others
are “just for a conversation,” compared to 28 percent for talking about “a
business”). On the other hand, it is also highly likely to be a hosted ban-
quet (53 percent of the meals are paid for by ego or alter, compared to 20
percent paid jointly by ego and alter). Even for the meals designed for ex-
pressive purposes only, payment by ego or alter is more common than joint
payment by both parties (45 percent, as compared to 19 percent). These
findings can be understood with reference to face, the Chinese form of so-
cial capital.

In the context of banqueting, a person is considered to have received
face if he/she receives an expected invitation to a banquet from a guanxi
connection. This demonstrates the invitee’s social recognition and poten-
tial to mobilize granxi resources. On the other hand, one is seen as losing
faceif an expected invitation does not materialize. This failure indicates the
individual’s inability to maintain guanxi and mobilize guanxi resources. If
the invitee accepts the invitation and attends the banquet, this points to
two capacities: the capacity of the banquet host to maintain guanxi and to
commend guanxi resources from the invitee later, and the capacity of the
invitee to maintain and extend guanxi networks (getting the opportunity
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to develop potential guanxi connections through banqueting). Therefore,
the frequency of being a banquet guest, host, or attendee is a sensible mea-
sure of social capital in the Chinese context.

The individual-level analyses presented in Table 5 suggest that the rich
and the politically powerful have greater social capital than the poor and
the politically weak. These are expected by both stratification and network
researchers, but this is not the end of the story. Of special interest in this
paper is that a Chinese person’s social capital is also strongly affected by
his / her network positions. First, to increase one’s social capital one must
have a mixed relational composition containing kin ties, pseudofamily ties,
and other types of ties. Second, network diversity is very important. Specif-
ically, in China, not only must a person have diversified relational types,
but, significantly, this person must also have contacts who work with dif-
ferent types of employers and in different kinds of jobs. Network size does
not automatically increase social capital, unless large networks contain ties
that offer these kinds of relational and positional diversities, but not nec-
essarily placed in different social classes. All these findings support the ex-
pectations of Lin’s model about social-exchange networks of relational
rationality.

NOTE

I thank Deborah Davis, Jeff Broadbent, Joe Galaskiewicz, Nan Lin, Jeylan Mortimer,
and Jiping Zuo for their helpful comments on an earlier version. It was presented
at the conference “Social Capital and Social Networks,” Duke University, October
30-November 1, 1998, and the workshops “Social Capital in China” and “East
Asian Culture,” University of Minnesota, September 18 and December 2, 1999,
respectively.
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Change and Stability in Social
Network Resources: The Case of
Hungary under Transformation

Robert Angelusz and Robert Tardos

PREVIOUS APPROACHES, RELATED RESEARCH

The Hungarian Scene

Recently, interest in social-network resources has increased in Hungarian
social research. This heightened attention has historical and political, as
well as scientific motives. As to the former, we may primarily refer to the
features of Hungarian developments, which created a special role for in-
formality, or the personal handling of matters in late Kadarite society. Un-
doubtedly, the importance of nexus or multilayered contacts surfaced
conspicuously in a world characterized by the generic feature of a short-
age economy and the reciprocal networks of under-the-counter goods and
services. Since the seventies, dualistic models based on the hidden net-
works of intertwined formal and informal relations have moved to the
forefront of social research.

Systemic changes and the targeted transition to a market economy shed
new light on these phenomena. The question arose whether the primacy
of market relations and the virtual end of the shortage economy have led
to the diminished role of informal behavior patterns and thus of personal
nexus. Researchers who focused on this question, both Sik (1994) and
Czako (1994) emphasize path-dependent features. The former author in
particular made a salient statement when he predicted that after the tran-
sition period, following the systemic changes, the role of networks and so-
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cial capital would increase, side by side with the survival of nonmarket
mechanisms in the economy. In addition to an expansive nexus system, Sik
also attributed growing importance to defensive (mainly family or kin-
ship) contacts in the period of economic hardship, fast-changing world
events, increasing unemployment, and inflation.

In addition to these features, Stk and Wellman (1998) emphasized the
protective role of people’s social bonds in their struggle against state in-
trusion under the old system, while pointing to the survival (the growth,
perhaps) of informal ties of a somewhat changed character even under the
new conditions of high uncertainty.

The recent wave of literature on social stratification or restratification
and on the emergence of an elite leading the systemic changes has also
highlighted the role of networking, even raising it to the rank of paradig-
matic status. Borocz and Southworth (1995), Szelényi and Szelényi (1995),
and Roéna-Tas (1994) examined the relative role of network resources with
respect to income- and career-related status attainment, while Lengyel
(1998) focused on the effect of social capital on the development and suc-
cess of enterprises.

Another important aspect of this topic is the changes reshaping the or-
ganizational structure of the economy, i.e., the network-driven devolution
and restructuring of traditional state property. Stark (1996) outlined the de-
velopment of a recombined type of property, a characteristic form of the
region that may prevail in the long term. The traditional division between
public and private ownership is blurred here, just as the borders of orga-
nizations become more “porous” when the informal network becomes pre-
dominant and organizational elements acquire a high degree of both
external and internal variability. Increased attention to network relations
and the system of organizational contacts within the business sector is also
reflected by Hungarian research on overlapping and merged managerial
positions (see, for example, Vedres 1997).

Conceptual Issues

In the past decade, a conceptual shift has occurred in this field of research,
reflected by new trends in international literature. The increasing popu-
larity of the “social network” approach, popular since the 1970s, and the
spread of sociological theories of capital over the past two decades have
resulted in the widespread application of the “social capital” concept. It is
to a certain extent a fad, no doubt, where it is often hard to distinguish
metaphorical and rhetorical devices from scientific ones. But even within
the scientific approach, one may discern a number of different directions
in interpretation according to the level of analysis or range of focus. (For a
review of these see Tardos [1996]; for a tentative scheme see Table 1.) The



Table 1.

Capital (SC) Concept

A Tentative Scheme of Three Lines of Interpretation of the Social

Sci ScCiz SCi3
Short notation of the ~ The symbolic The network The normative
related approach approach approach approach
Main topics Group belonging, Good connections, Social integration,
“good name,” help through nexus; mutual obligations,
prestige, em- range, variety, trust, civic
beddedness in strength of ties, engagement
“high society” broker position,
structural holes
Level of analysis 1. Group Individual Group level
2. Individual
Character of Symbolic Instrumental Normative-
resources expressive
Source of avail- 1. Ascribed (de- Achieved “By-product” of other
ability of SC rived from group types of activities

Specific benefits
related to SC
Origin of resources

Capital accumula-
tion issues

Lead concerns

Typical loci of
studies

Characteristic
target popula-
tions

Degree of opera-
tionalization of
the SC concept

Network aspects
as SC features

(Potential) meth-
odology, vari-
ables in focus

membership,
family origin,
media salience,
etc.)
2. Achieved
Reputation, honor

One’s status group

Reconversion
strategies,
legitimization
struggles around
symbolic positions

Differential access
to SC

The European
(French) scene

Elite studies

Low (highly
metaphoric)

(Low emphasis on
network features)

Direct background
variables; (po-
sition generator
data related to
high status
positions)

Help, advice, extra
information

One’s acquaintance
ties, friends,
relations

Investment in con-
tacts for status
attainment,
costs/benefits

Role of social vs.
human capital in
status attainment

The American and
European scene

General population

High (through the
social network
apparatus)

Range, variety of
contacts, hetero-
phily, bridging ties,
low structural
constraint

Name generator and
position generator
techniques

Confidence, mutual
support

The community
(group, family,
etc.) as a whole

Public good as
pects, free-rider
problems

Maintenance of
cooperation

Cross-cultural and
intracultural (fongi-
tudinal) perspec-
tives

Community

Moderate

Dense ties, closure,
group cohesion

Density indices
through name
generator tech-
niques; statistics
of memberships
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fact that clear terminology is still to be developed apparently has not di-
minished the popularity of this concept and its multiple layers may attract
even greater attention.!

We find it appropriate to tackle this problem with a degree of caution.
Generally, when discussing various kinds of contacts, we use the term “so-
cial-network resources,” which is somewhat more neutral and theoreti-
cally less biased. As for the concept of social capital, we would bring its
application closer to the original definition of capital in the economic sense
(with the related concepts of investment, yield, exchange, and accumula-
tion). Through this approach we can get closer to those instrumental types
of network resources that may contribute in some fashion to the elevation
of one’s social status. Undoubtedly, an adequate operationalization along
this line is a daunting task and we are not prepared to make a definite at-
tempt at it, although some of our survey findings point in the direction of
this interpretation. As to its overall character, our instrumental focus ap-
pears to agree with authors like Burt or Lin, who sharply delineate the
scope of the concept (see, e.g., Burt 1992; Lin 1995). However, it is far from
us to contest the rich heuristic potential of other lines of interpretation of
this term such as suggested by Coleman (1988) or Putnam (1995) or, to
mention one more characteristic direction, its distinction from other types
of capital by Bourdieu (1983).

Examining the central themes of Hungarian research, it appears as a
question of utmost importance how the change of system has affected the
relative roles of various capital types and, more particularly, how the rela-
tive significance of social or interpersonal network capital has been modi-
fied. Theoretically, we should also know how the social distributions of
different types of network resources have changed in the past decade, how
social inequalities changed in various aspects, whether and how the weight
of various structuring factors and the relative significance of basic (cul-
tural, economic, and political) factors have been affected. Drawing con-
clusions that go beyond hypotheses and can are supported by empirical
evidence is strongly restricted by the fact that there are still few research
findings from the period preceding and following the systemic changes
which might serve as the direct basis of comparison.

Bases of Comparison

Some of the most comprehensive research findings are available from the
second half of the 1980s, part of which provide an opportunity to carry out
cross-national comparisons. According to the conclusions of the ISSP “so-
cial network survey” carried out in 1986 (Utasi 1991), family and kinship
ties were more crucial and the choice-based contacts within the support
networks generally carried less weight in Hungary than in Western coun-
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tries that participated in the project. Our own study, more exactly a survey
of social-network resources in the cultural stratification of Hungary in the
second half of the 1980s, led to similar conclusions in this respect.” An
adaptation of the ZUMA (Mannheim) version relying on the Fischer——
McAllister multiple-situation name-generator technique was chosen as the
basic network element of our survey, which allowed us to compare it to the
German survey carried out a short time before. In this case we were also in
a position to record a greater proportion of family and kinship ties under
Hungarian circumstances. In other relationships we have observed a greater
proportion of work-related, and a lesser proportion of extrainstitutional
friend /acquaintance-type contacts (Angelusz & Tardos 1988). While these
aspects could be derived from the prevalence of more traditional elements
in the structure of Hungarian society, the signs of mobility and the mani-
festations of status enhancing nexus-seeking could be discerned in the rel-
atively high frequency of contacts directed upward toward others of higher
education and occupation. (In fact, we can find more choices of this type
than among the corresponding data of the Mannheim survey.) Similarly,
we found tendencies to intentionally shape the character of contacts and
the predominance of such contact-oriented skills among knowledge styles
(the other pillar of our stratification study in the second half of the eight-
ies). Por the higher status segments of younger professionals who started
their careers in the seventies and eighties, skills of self-presentation and
networking clearly gained dominance over both cognitive-instrumental
and authoritative-representative skills, which played dominant roles in
older age groups (Angelusz & Tardos 1990).

The still sparse longitudinal survey data, which cover the whole period
following the systemic change, nevertheless suggest the changing charac-
ter of the social networks. According to the results of the 1986 survey re-
peated in 1993 (Utasi 1996), the role of network resources had generally
increased in various areas of access to information and goods, while the
role of friendship contacts involving intimate and emotional ties had de-
creased. The cross-national comparison in 1986 had already shown that,
except in the younger age groups, intimate contacts of this type were less
frequent in Hungary than in Western societies, which served as the basis
of comparison. By 1993, this tendency had gained more strength to the ex-
tent that the proportion of these more spiritual friendship contacts in the
younger age groups by and large fell back to the formerly low values of the
older age groups. Data drawn from the set of answers concerning friend-
ship contacts within the Panel Study of Hungarian Households (Albert
1998) in recent years, specifically 1993 and 1997, seem interesting in this re-
spect. It is certainly remarkable that the number of friends reported in this
questionnaire decreased from 7.1 to 4.5 and the proportion of respondents
who said they had no friends increased from 20 to 30 percent during these
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four years. Further studies are needed to determine whether this result cor-
responds to the tendency described above—i.e., to the instrumentalization
of contacts and the weakening of emotional ties, if it is a hallmark of a gen-
eral deprivation in personal contacts and the impoverishment of certain
strata as to their networks—or whether we should further expand the se-
ries of possible explanations.

Variety of Contexts—Substantive and
Methodological Problems

Based on the findings above and on more general concerns, the strong-
weak scheme introduced by Granovetter, which gained paradigmatic im-
portance in social-network literature, offers a useful frame of reference.
The validity of “the strength of weak ties” thesis can mainly apply to plu-
ralistic societies where different segments of society are not separated by
rigid boundaries and an acquaintance nexus reaching beyond strata lim-
its, thus exhibiting features of heterophily rather than homophily, can es-
tablish contacts between relatively distant social regions. Contacts based
on market transactions and information exchange are the privileged areas
of such a nexus. Several theoretical considerations support the view that a
social transition to market relations increases the significance of the weaker,
looser, acquaintance-type contacts. Granovetter’s original research (1974)
was directed toward labor-market relations and mechanisms of finding
employment. This aspect is also relevant under the circumstances of tran-
sition when the structure of employment radically changed and, for broad
social groups, it became a challenge to get and keep not just a better but
any job. We could go on listing relevant areas. To name but a few, creating
and maintaining enterprises, “sniffing out” privatization opportunities,
and carrying off favorable securities transactions all require access to a
wide range of information and the utilization of the potentially widest
range of social contacts. If resources available for making and maintaining
contacts are scarce, a shift of emphasis from strong ties to weak ones may
occur in this period (and, to continue with the ideas introduced above,
from the noncapital network resources to those of a capital nature).
Again, care should be taken when studying the general theoretical con-
cerns of this paradigmatic framework and distinguishing strong and weak
ties. This is a further case of a serious operationalization problem with re-
spect to empirical study. It would be a mistake to automatically assign the
place of certain types of contacts at one or the other extreme. On the one
hand, we should think along a continuum rather than in a rigid dichotomy
(where strong and weak ties are represented by separate dimensions); on
the other hand, various types of questions require various types of opera-
tionalization, when, for example, more distant kinship or closer acquain-
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tance links can be accounted for, on one side, in certain cases and, on the
other side, in other cases. The result of our survey, conducted back in the
late eighties, has already warned us against drawing hasty conclusions
(Angelusz & Tardos 1991). In this survey we found that contacts of strong
and weak ties typically occur in correlating pairs when either an abun-
dance or the scarcity of contacts manifest themselves. Furthermore, certain
theoretical considerations also warn us to avoid indulging in abstractions.
Feld’s (1981) influential article emphasized that the locus or the roots of
contacts in social groups and institutions should always be kept in sight,
and it is prudent for us as well to make these sources the starting point of
our more specific investigations. If we look first at the institution of the
family which, as we have already noted, is a highlighted locus of contacts
in international comparison, we are likely to see contradictory develop-
ments. It is known from related statistics that partly with an increase in ed-
ucation and also because of economic hardships facing those trying to
establish a family, the typical age of first marriage has increased consider-
ably, and remarriage has become less frequent. Even within the time span
of a decade, the number of couples living in traditional marriage settings
decreased by a remarkable 10 percent, leaving this number at 55 to 60 per-
cent, as shown by current data. Nevertheless, certain tendencies point to
an increased utilization of family network resources. In the absence of
other resources, in times of economic hardship it is generally the family
that provides the best line of defense against unfavorable external circum-
stances. International experience shows that the utilization of family re-
sources is also important for the creation and success of small enterprises
and the instrumentalization of contacts outside the home, and can in itself
increase the significance of emotional and similar strong ties provided by
the family.

If economic and political processes have contradictory effects on the de-
velopment of the network role of the family, we can discover a more un-
equivocal tendency with respect to work-related and co-worker contacts.
In the last decade it was not only the occupational structure that went
through a considerable change in the course of economic restructuring, but
the number of jobs has also decreased almost by a third. While formerly
about 60 percent of the adult population had jobs, by recent years this pro-
portion has fallen to 40-45 percent.? This result is partly due to the increase
in the number of students in the nineties, while most of it is due to the in-
crease in the proportion of the unemployed, of people living on disability
compensation, and of homemakers (the last two, in many cases, are hid-
den forms of unemployment). As a result of the increase in the number of
small individual and family enterprises employing only a few people, the
proportion of active earners who rely on work-related contacts has also de-
creased. These contacts, even if accompanied by paternalistic features, had
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provided a safety net and a source of integration for large social groups.
The significance of these protective networks has diminished during the
transition, when the workplace itself became more functional.

In Hungary, unions, clubs, and voluntary associations, which are im-
portant forums for network development in regions of a more advanced
civil society, provided network resources only for a limited segment of the
population in the past decades. Although we saw a revival of these insti-
tutions in the period preceding the systemic change, the demand for cadres
in the new political system and in the parties siphoned off most of the still-
meager resources of these associations. In fact, no serious impulses toward
change in network structures can be expected from these quarters.

As for those elements of social networks that are least related to institu-
tions and formal settings, even friendships and close acquaintance contacts
have probably not been unaffected by the above-mentioned tendencies to-
ward instrumentalization. Economic and social aspects such as the mate-
rial conditions of keeping contacts (e.g., the increased costs of social
events, gatherings, parties, or even meeting in public places) can have a
direct impact, accompanied by the increased focus on material parity
among the criteria of social contacts under circumstances of economic po-
larization. Former contacts between individuals and families who have
been split into “winners” and “losers” are not likely to prevail. The polit-
ical aspect of the systemic change itself can also have certain implications.
In several cases, political affinity or similar party affiliations entered the
list of important selection criteria, weakening the intensity of former
friendship contacts, or abolishing them permanently, often the case
among the intelligentsia. There is less evidence, however, that these new
contacts, based on political allegiance, became the source of closer friend-
ship contacts (obviously, the typically instrumental nature of such links is
not likely to allow this).

All of these speculations would be hard to verify empirically as they en-
tail details not covered by the surveys carried out in the eighties. Besides,
to describe the nature of these processes accurately, survey findings from
the initial period of the systemic change would be necessary. Although
comprehensive bases of comparison covering several details and an ade-
quate time span are scarcely available, existing partial data sets can be in-
cluded within the outlined frames of interpretation. In addition to the
surveys mentioned above, we can refer to our own survey, particularly to
the one from late 1997. To account for social network resources, we could
apply a set of questions from the “omnibus” survey carried out on a na-
tional representative sample and part of the Research Group of Commu-
nication Studies working under the auspices of the Hungarian Academy
of Sciences and E6tvos Lorand University.
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ANALYTIC ISSUES

Measurement

Limited space (one questionnaire block at our disposal) did not allow us
to repeat the entire social network module of the 1987 /88 survey; in par-
ticular, we could not replicate the most time-intensive Fischer technique in
the same form. However, we insisted on maintaining a variety of ap-
proaches and methods. Since experience shows that none of the routinely
used techniques can be applied to mapping network resources entirely, it
is extremely important to rely on different methods and techniques simul-
taneously.* During the 1987 /88 survey we included an adaptation of the
Lin—Dumin position generator to approach a wider range of looser links,
in addition to the Fischer—McAllister technique, which afforded us a bet-
ter grasp of family and friendship /acquaintance links with strong and
mid-strength ties. Based on a rather extensive list of occupations (includ-
ing 20, and in the second wave 23, items in our survey),® we attempted, by
the use of the former technique, to measure the extent of the social field
that can be approached by each individual, and the range of acquaintances
covered by existing contacts represented by occupations of high and low
prestige. (For possible extension of this method toward class nexus and
network variety, see Erickson [1996] and for hints at a novel, more gener-
alized approach to social categories based on various kinds of position gen-
erators see Lin [1998a, 1998b].) Moreover, as a supplementary method, to
characterize the broader contact circle, we also examined the custom of
sending Christmas and New Year’s greeting cards and the usual number
of these cards, as well as the number of union and society memberships.

During a late 1997 survey, within a more limited framework, we used
similar approaches as a basis, and aimed to use more or less equivalent, if
not identical, indices. The greatest modification was carried out on the Fis-
cher-type name generator. We reduced the number of situations, while
somewhat altering their content, from eight to three so that they would still
reflect the essential characteristics of contacts. Generally, the most impor-
tant aspects of personal contacts include the intimate discussion of impor-
tant matters, asking for help to sort things out around the family, as well
as keeping in touch through shared leisure activities and programs. For the
first mentioned situation, the basic question of the 1985 U.S. General Social
Survey (GSS) was adopted with the same text (see Burt 1984; Marsden
1987), which also allows us to make certain comparisons. While the em-
ployment of these three situations as name generators amounted to a cer-
tain combination of the GSS and the Fischer technique, and thus to the
introduction of a more or less new method, the repetition of the wider
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ranging Lin—Dumin technique in a similar, though not identical, form
yielded some more direct opportunities for comparison. (For this tech-
nique, the following modifications were also made during our recent sur-
vey: The list applied was adjusted to the change in the occupational
structure, and newly emerged occupations, particularly from the entre-
preneurial and financial sectors, were included. And to measure the
significance of nexus, the simple categorization of acquaintances was re-
placed by the question whether specific contacts could also be used to
move matters along and ask favors.)

The question about sending Christmas and New Year’s cards provided
the most direct possibility of comparison. The formerly open question con-
cerning unions and associations was changed into a closed-item series by
including a wide range of society and club types, as well as interest groups.

In addition to the above, the range of approaches applied to character-
ize contacts was complemented with a block concerning kinship patronage
contacts through roles such as that of a wedding witness or a godparent.
These relationships, hardly discussed in the social-network literature, gain
added significance in more traditional societies and social settings, thus
holding these positions in such settings is an important network resource.

The Development of Scales

In the end, we have four pairs of more or less corresponding indicators
of various social network resources from 1987 and 1997. We have a better
handle on strong ties through the 1987 name-generator and the 1997
combined Fischer—GSS techniques, and on the resources of weaker ties
through approaches based on the occupational roster, greeting cards and
the number of union members. Theoretically, the indicator of kinship pa-
tron role from the 1997 survey can be placed between these two indica-
tors. While correspondence between individual indicators moves within
narrower or broader limits, generally the combined indices constructed
for each point of time covered by our project to characterize the develop-
ment of social network resources in a global way, present a more perfect
match. The construction of these global indices was grounded in a rela-
tively high correlation between their components. For both years, we have
the first component of the principal component analysis and the factor
scores based on this component. (Due to their strong correlation and good
fit, the components could be arranged into a single principal component
in both 1987 and 1997.7)

When creating the index, two theoretical problems had to be considered.
One of these dilemmas revolves around the question whether components
included in the index should be weighted, and whether theoretical con-
siderations like the ‘proportionate’ representation of various contact types
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or the content-related significance of some primary indices should be taken
into account. This matter was settled partly by the fact that it would have
been hard to attach preliminary weights to components based on exact cri-
teria, (in fact, none of the basic indices could be assigned to one or the other
contact type exclusively), and partly by the fact that in both cases compo-
nents fitted well to the principal components providing the basis of the
global index.

The other problem for the later survey was posed by the inclusion of
components providing the basis, where a new aspect, the kinship patron
role, was added to former factors. Our analysis shows that this factor fits,
although less closely than the other components, basically well with the
principal component which was created through its addition, and that the
content aspect of representing a certain contact type also supported its in-
clusion into the global index. However, the concern that global indices
should be comparable over time supported the omission of this factor. Fi-
nally, for 1997, the index was created in both versions, and certain analy-
ses were performed using these alternatives. Since differences between
their results were not really considerable, the more comprehensive index
including the kinship patron role was used in further analyses.

Frames of Analysis: A Review of Basic Data

Our aim here is to shed light on factors affecting the differentiation of so-
cial network resources from as many sides as possible, including the recent
tendencies related to socioeconomic transformation, using possible com-
parisons over time. In addition to global associations, results by contact
type are also considered. Due to the nature of our survey and the present
stage of processing, we do not discuss the effect of network resources as an
independent variable on other phenomena. The focus of our attention in
the present phase of our study concerns access in the first place, while mo-
bilization aspects may be treated in a later stage.®

First, analyses of resource types from 1987 and 1997 are presented. The
analyses cover four components for 1987 and five components for 1997,
while the aforesaid global resource index enters as the fifth and sixth factor,
respectively. Before we present the results of regression analyses revealing
underlying factors, it will be useful to treat briefly the basic variables and
the respective data themselves.

Among the components we introduce in the first place is the range of all
contacts reported for all situations, based on the Fischer method in 1987,
and on the combined GGS—Fischer method in 1997. It is a more complex
index than the number of social-network members reported since it also
includes the degree of multiplicity in contacts made with various individ-
uals—which itself can be considered a resource. (In fact, the application of
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one or the other index makes little difference since the correlation between
the two is remarkably high.) While direct temporal comparison is ruled out
in this case, a cross-cultural data pair presents itself for observation. The
first situation of the technique used in 1997, “discussing important matters
during the past six months,” can be compared to the 1985 U.S. data (refer
to Marsden 1987). Data concerning contacts reported are here available for
comparison. An average of three people were mentioned in response to
this question during the American survey which was carried out roughly
ten years before our Hungarian survey, where this number hardly ex-
ceeded two (2.23). It shows an important difference and also signals the
persistence of certain traditional patterns that, compared to the essentially
equal distribution of kinship and nonkinship contacts in the American
population, Hungarian respondents reported nearly three times as many
kinship than nonkinship contacts.

When our analyses are based on the results derived from all three situ-
ations, the inclusion of the two additional situations (getting help and
shared leisure activities) somewhat modifies the above picture. The pro-
portion of nonkinship contacts will be somewhat higher (from 25 to 30 per-
cent). Generally, an average of 3.5 people were reported on these questions
(remember that the eight situations resulted in 6.1 people reported ten
years before).

There are more possibilities of direct comparison in the case of the po-
sition-generator technique, based on the occupational list, where some of
the basic data can be juxtaposed with data collected ten years earlier. While
the number of total cases reported shows little change, we can discern cer-
tain typical modifications. Generally, acquaintance with certain tradition-
ally blue-collar occupations (e.g., factory or railway worker) considerably
decreased, that with traditionally white-collar and service occupations re-
mained more or less the same, while that with groups falling into the en-
trepreneurial sphere (e.g., boutique owners), which had appeared on the
list used ten years earlier, increased significantly.

Questions concerning contact through correspondence (i.e., greeting
cards) provide the most direct basis of comparison since they had the same
form in both surveys. The changes observed correspond to other data con-
cerning the loosening of certain contacts and their deterioration, at least in
the deprived social strata. The average number of Christmas and New
Year's greeting cards decreased from 9.0 in 1987 to 5.8 in 1997, while the
number of those who did not send such cards increased from 15 to 30 per-
cent. Obviously, this result can also be attributed to material circumstances
such as the significant increase in postal charges; this, however, cannot be
considered a specific factor—as will be seen later, material factors exerted
great influence on all contacts.”

As to union and organizational memberships, a third of those inter-
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viewed reported membership in 1997, and a total average frequency of 0.44
was recorded. It is much lower than values measured in the United States
in the nineties, which was an average of 1.5 memberships per respondent
(Putnam 1995). Although the difference between the earlier open and the
current closed versions restricts comparison over time, findings show that
no remarkable change occurred in this field, i.e., willingness to associate
did not increase considerably in the last decade.'®

MAJOR FINDINGS

Determining Factors of Access

As indicated above, the focus of our analysis in the present stage of the
study concerns those factors that have a considerable effect on social dif-
ferences in access to social network resources in the two years (or at least
one of them) covered by the survey, based on the results of the performed
regression analyses. Tables 2, 3, and 4 contain only independent variables
proving to have significant influence on the social distribution of network
assets on the basis of preliminary analyses. Tables 2 and 3 summarize the
results from 1987 and 1997, while Table 4 allows direct comparison be-
tween the change in the predictors of the global index reflecting the most
general associations in the two years. Since, as mentioned above, we
should ask whether the inclusion of the new factor, kinship patron role, in
1997 had a more significant influence on comparability, the third table pre-
sents the results of regression analyses for both 1997 versions (the one in-
cluding this factor and the other, which does not).

Among the independent variables, the measurement of two, economic
and political resources (wealth and political involvement), deserve special
attention. The wealth factor was measured through an inventory of house-
hold durables (the frequency of about a dozen household and entertain-
ment appliances) in both years. Although a richer repertory of assets was
available when we developed the index for the first survey, the two kinds
of indices can be considered more or less equivalent. It is also true for the
indicator of political involvement, whose basis was a simple item selected
from the variables of the given survey in both years. We used the frequency
of political discussions in 1987 and self-categorization on a scale of five of
interest in political issues in 1997, respectively. The two indices cover es-
sentially similar contents, which is also reflected in the results below.

For three indices, relative distribution is also presented to illustrate the
distribution of the given characteristics within the population (low fre-
quency did not allow us to determine relative distribution for union and
club membership). As noted above, all associations shown in Tables 2—4



Table 2. Predictors of Personal Network Resources in Hungary, 1987 (OLS Regression,
Beta Coefficients)

2 3 5
Range of “Mail Index of
1 “Useful Contacts” Networking” 4 Combined
Range of (Lin-Dumin (Sending Membership (1-4)
Ties Occupational Christmas and in Voluntary Network

(Fischer Position New Year Associations Resources

Technique) Generator) Cards, Number) (Number)  (PCA Scores)
Wealth (household assets) 14 1 1 1 .18
Political involvement .21 16 1 .09 .24
Education .05 .05 10 12 13
Work activity .05 .09
Age -.25 15 —.04
Sex (female: +) .04 —.04 .07 -.12
Family status (married: +) ~.05 .09 .10 .06
Locality (rural: +) .16 .04
Parents’ land ownership
Region (West Hungary: +) .06 .10 .05 10
Self-employed, entrepreneur
Manager, supervisor .08 .10 .09
Ex-membership in HSWP2 .05 10 .06
R2 22 12 .09 14 .28
Relative variance .64 .63 .92

Source: Angelusz—Tardos project on cultural-interactional stratification, 1987, implemented by TARK!, Budapest
(sample representative of adult population, n = 2982).
aHungarian Socialist Workers’ Party before 1989.
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Table 3. Predictors of Personal Network Resources in Hungary, 1997 (OLS Regression, Beta Coefficients)

2 3 5 6
Range of “Mail Kinship Index of
1 “Useful Contacts” Networking” 4 Patron Roles Combined
Range of (Lin—-Dumin (Sending Membership (Wedding (1-4)
Ties Occupational Christmas and in Voluntary Witness, Network

(Fischer Position New Year Associations Godparent, Resources

Technigque) Generator) Cards, Number) (Number) Number) (PCA Scores)
Wealth (household assets) 27 19 16 10 .09 .26
Political involvement 24 .22 13 A2 .27
Education al 12 14 14
Work activity .09 1 13 14
Age -.07 13 .08 .29 .09
Sex (female: +) 12 ~.10 -1
Family status (married: +) .07 17 .09
Locality (rural: +) 14 .09
Land ownership .07 12 .08 .09
Region (West Hungary: +) .07 12 .07
Self-employed, entrepreneur .07
Manager, supervisor 1 .06
Membership in former HSWP2 .07 .10
R2 .21 .25 .1 15 .18 .36
Relative variance .60 .78 1.18

Source: Omnibus survey of the Research Group of Communication Studies, Budapest, November—December, 1997 (sample representative of adult
population, n = 995).
Hungarian Socialist Workers Party before 1989.
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Table 4. Comparison of Predictors of Overall Personal Network
Resources in Hungary, 1987 and 1997 (OLS Regression, Beta
Coefficients; Dependent Variable: Unrotated Principal Component
from Components 1-4 and 1-5)

1987 1997

Based on Components

1-4 1-4 1-5
Wealth (household assets) .18 27 .26
Political involvement .24 27 27
Education 13 A7 14
Work activity 12 14
Age —.04 .09
Family status (married: +) .06 .06 .09
Locality (rural: +) .10

(Parents’) land ownership .08 .09
Region (West Hungary: +) .10 .08 .07
Self-employed, entrepreneur .04

Manager, supervisor .06

Membership in former HSWP2 .06 .06
R? .28 .36 .36

a8Hungarian Socialist Workers Party before 1989.

and Figures 1 and 2 are significant (with the empty cells indicating negli-
gible values).

Results (Figures 1 and 2) indicate a simultaneous stability and change
in the social differentiation of personal network resources. We can speak
of stability to the extent that the overall explanation of various factors out-
lines an essentially similar pattern, and that political involvement and

WEALTH /
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<‘ EDUC K 0.42 {NETWRES}~-, ::

Y PoLNY [~ ¢

Chi-Square=75.53, df=1, P-value=0.00000, RMSEA=0.158

Figure 1. A path model of prediction of personal network resources in Hungary,
1987 (LIREL 8.30, standardized coefficients).
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Figure 2. A path model of prediction of personal network resources in Hungary,
1997 (LIREL 8.30, standardized coefficients).

wealth can be considered the main predictors in both years. As for other
factors, education, managerial position, family status, and region, they re-
tained their significant role in the explanation of differences.

Manifestations of Stability and Change

These results are by no means self-evident. To begin with, take the role of
political involvement that in 1987 proved to be the main predictor of per-
sonal-network resources (according to both individual and combined in-
dices). Here the assumed direction of the correlation itself should be
reconsidered since in pluralistic political settings and at a certain degree of
differentiation among various social spheres the possession of network re-
sources as a whole can just as well be an antecedent of involvement in pol-
itics as a consequence of it. We think that for the Hungary of 1987, where
political resources were highly integrated with other resources and played
a major role in creating these syndromes, the assumption of this model of
variables is justified. This line of interpretation is also supported by the fact
that former party membership exerted a considerable influence on social-
network resources at that time. It is a matter of further research to find out
why political involvement as seen in the 1997 model was given a role sim-
ilar to that in the first survey.!! This question deserves attention also be-
cause the close integration of political involvement with other kinds of
capital, whether we consider it an antecedent or a consequence, may be
considered a paradoxical feature of democratic settings.

When discussing the factors of change, first we should point out that for
some components, primarily for the occupational nexus as well as for the
global index, explanation for social differentiation increased. To go into
specific detail concerning the former issue, based on the social-demo-
graphic factors included in our recent survey, whether the respondent is
acquainted with a lawyer, a secondary-school teacher, or an unskilled
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worker is more predictable today than ten years ago. Results indicate that
today all strata tend to move and interact within their own boundaries
more than earlier, and such internal networking points toward a class-spe-
cific isolation. The increase of relative variance values also shows increas-
ing differentiation mainly with regard to weak ties. While in aspects that
fall closer to family and kinship links differences are relatively more mod-
erate, network resources are more polarized with regard to assets of
broader social relations.

The increased role of economic resources and wealth in the social dif-
ferentiation of network resources points to a similar direction. Its influence
has strengthened in almost all aspects and it has become one of the lead-
ing predictors, its weight being essentially identical to that of political in-
volvement. The role of wealth increased in establishing looser contacts and
nexus, as well as in the conditioning of family and kinship contacts. More
detailed analyses show that, in light of the range of kinship links, the in-
fluence of wealth resources within the personal network significantly in-
creased between 1987 and 1997 (respective beta coefficients are 0.04 and
0.20). It is probably due not just to the fact that maintaining and keeping
even these contacts requires increased assets, but also that kinship reci-
procity demands a certain level of material conditions for all parties. In
younger age groups, it can be attributed to the factor that establishing
one’s own family requires increasingly substantial, previously accumu-
lated wealth.

Education appears in the series of moderately strong variables in both
cases; this, however, does not mean that it is not one of the most influen-
tial factors. Its indirect role approaches its direct role, primarily through its
association with wealth, but also partly with political involvement. Ac-
cording to the data, it is clear, however, that the realization of cultural re-
sources in improving personal network positions assumed a significant
degree of material and political mediation in the period surveyed, while
less mediation is required in the reverse direction (for instance, wealth it-
self provides for the development of proper nexus).

An important lesson of the 1997 survey to be further analyzed in more
detail is that personal networks became more homophilious and generally
more closed with respect to education and occupation. Based on the results
of the multiple-situation name-generator technique, we can conclude that
fewer people with higher social status were chosen, and the educational
and occupational status of respondents and their contacts became gener-
ally more similar, representing a shift toward the “like attracts like” pat-
tern of social relationships. A more detailed breakdown of data shows that
contacts initiated from below (mainly from respondents who completed
secondary school) became more closed mainly toward diploma holders.
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The Role of Wealth, Culture, and
Political Involvement

The changes in the relative predictive strengths of the three primary re-
sources above are, compared to Tables 2—4, reflected in a more clear-cut
way by the results of the regression analyses, which included only these
three basic factors, and their prediction was not influenced by less relevant
factors. They show that before the systemic change, in addition to the out-
standing role of political involvement, the direct roles of wealth and edu-
cation corresponded to each other. By the second half of the 1990s, the
influence of wealth had significantly increased, while the direct effect of ed-
ucation fell back to the third position in the rank order of compared factors
(Table 5).

At first sight, one might interpret these findings as a sign of decreased
significance of the role of education as compared to resources directly re-
lated to the market. It would be mistake, however, to totally discount the
cultural factor in conditioning the range of personal network assets. Start-
ing from a comprehensive view of education as a background factor be-
hind both one’s material status and access to the political sphere one can
arrive at a more complex conclusion.'? The four-variable LISREL path
model based on this premise for both 1987 and 1997 yields an output man-
ifesting this double role of cultural background.

Taking the direct and indirect effects, mediated through wealth and po-
litical involvement, as a whole, the role of education tends to converge with
those of the other two variables included in the explanation of the variance
of personal network resources. While the direct effect diminished some-
what between 1987 and 1997, the indirect one grew as mediated through
the material factor with increased strength of explanation.

On the whole, one can at the same time observe a picture of striking sta-
bility in the chain of interrelationships. The size of the coefficients re-
mained almost unchanged in all but some cases, not to speak of the signs.

Table 5. Comparison of Predictors of Overall Personal
Network Resources in Hungary, Short Model, 1987
and 1997 (OLS Regression, Beta Coefficients)

1987 1997
Wealth (household assets) A7 .31
Political involvement .28 .28
Education .18 12

R2 .23 29
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Given this pattern of overall permanence, the increased role of wealth in
the wake of system change in access to network resources is all the more
remarkable.!?

Some Specific Effects: Regional and
Cohort Characteristics

Returning to the wider set of factors included in the models of Tables 2-4,
the result related to the role of land ownership points to an interesting de-
velopment clearly having to do with the transformations of the last decade.
The fact that it has also appeared in the series of significant predictors of
social network resources underlines the increased role of wealth-related
factors. However, the finding is of interest on its own as well, for it shows
that land possession began to reconquer its traditional role in the prestige
order of rural localities.

Similarly, the increased role of activity or working status can be related
to the consequences of economic transition. It reflects the social impover-
ishment that comes with a pensioner existence, as well as that having a job
became an important division within younger and middle-aged genera-
tions under the new circumstances. The sidelined, by losing their important
network resource, were also devalued as potential partners (obviously, it is
not only that the unemployed generally have less cultural and material re-
sources available, since this effect, when the above factors are accounted
for, can be solely attributed to work activity). The data indicating the min-
imum of network resources suggest that members of this group are hardly
able to compensate for the lack of contacts from within their own circles
through mutual support. The correlation observed indicates a downward
spiral running along long-term unemployment, which can contribute to its
reproduction.

Among the stable background variables of social-network resources, in
addition to managerial and supervisor jobs and family status (which
points to the social resources of married people), the regional factor, also
of long-term effect, deserves attention. Although differences by settlement
type are vague—and even if we can discern some tendency, it shows that
people living in villages or small towns have a social background that is
socially more heterogeneous or more embedded in locality—settlements
in West Hungary show a richer population network. These values were the
highest in the northwest region of the country, which is the most developed
in many respects, followed by the southwest in both years. Since, again, it
cannot be considered the aggregate effect of the higher education and
wealth status of people living in these regions, we can obviously find a con-
textual effect which may be related to the urban traditions of these areas,
to the smoother development of local societies and perhaps to the fact that
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because they are more frequently visited tourist spots, they provide a
wider access to nonlocal, external contacts.

Regional differences also deserve attention from another aspect. If the
divide between western and eastern areas (or, first, between the capital and
the country) is really significant, then we can assume a different pattern of
the social differentiation of network resources, and from an additional lon-
gitudinal perspective we can have an insight into certain development
trends. Focusing on essential aspects of the short model, we compared the
predictors of network resources, measured on the basis of the global index
at the two survey dates, in various regions. (To have a better overview, re-
gions were divided into three parts only: the capital, West Hungary, and
East Hungary.)

While practically no time-specific changes were discerned in the influ-
ence of relationships to politics, definite regional differences could be ob-
served in the relative role of cultural and material resources in addition to
the era-specific features discussed above. Material resources in West Hun-
gary played a more significant role in differentiating social relations than
in other regions, while cultural resources tended to have a dominant influ-
ence in East Hungary during the first survey. After the systemic change,
the economic aspect became still more prominent and the cultural one fell
back conspicuously in West Hungary. The increase in the influence of the
wealth factor is also conspicuous in the capital. These findings suggest that
the discussed restructuring of network resources along class lines occurred
mainly in regions close to the center, in the capital and West Hungary,
while features of traditional status-order social organization, related to the
dominance of political and cultural aspects, were more resistant to change
in East Hungary.

As an additional direction of our analyses, period effects and the trend
of overall change have been approached from one more angle by means of
contrasting various age-groups/cohorts of the population (through a fil-
tering).'* While available data do not permit a cohort analysis proper, we
must remind ourselves that we had data from only two times. This prob-
lem is lessened to the extent that it is not so much cohort but period effects
that are of most interest in this context. It has seemed sufficient to discern
three groups for this purpose: those under 35 (at the time of the 1997 sur-
vey those starting their adult careers around the systemic change), the
middle (35-54) and the older (above 55) age groups. As for the variables
included, we have employed the module of the short model again.

While the pattern of determinants remained almost unchanged among
the older population (those above 55, mostly inactive in Hungary in the
economic sphere), likely related to the fact that they have shaped the main
features of their social bonds in earlier stages of their life-paths (that is in
periods prior to the transformations of the last decade), members of
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younger age groups still advancing along their careers seem to be better
adapted to the changed circumstances. It is these contexts where the
growing influence of material assets manifests itself most saliently in
shaping the access to network resources, pointing to new patterns of cap-
ital conversion in the wake of advancing market forces in Hungary.!”

CONCLUSION

Systemic change and the targeted transition to a market economy raised
the question whether the primacy of market relations and the disappear-
ance of shortages has led to a decreased role for informal behavior patterns
and personal nexus. Or whether, for other reasons and in some altered
form, nonmarket mechanisms in the economy, intertwined with informal
means in polity, have survived, strengthening traditional features of the so-
cial fabric.

With the transition still under way, we need a broader time perspective.
Also, to date there is a paucity of evidence on these issues based on em-
pirical research. Existing data sets, however, such as survey data from 1987
and 1997 on the development of social network resources, can be included
in the given context. The findings suggest the existence of both stability
and change in the pattern of the social distribution of network resources.
The two strongest explanatory variables remained the same as in the past:
political involvement and wealth. Though obviously with a shift in char-
acter, political involvement has kept its Jeading role in shaping network re-
sources. The finding points to the strong interdependence of political and
social capital even under the present circumstances, revealing a problem-
atic feature of the transformation process.

One can observe, on the other hand, a rearrangement in the influence of
components of the social scale. The most salient change is related to the
material dimension. Though even earlier an important factor, the signifi-
cance of wealth has increased in almost all respects under study. The role
of education has become, on the other hand, more indirect, mediated by
the factors above. This new pattern manifests itself most saliently with the
younger age groups and the Western regions of the country closer to the
central areas of Europe.

Some new factors surfaced as important predictors, emphasizing the in-
creased role of economic factors. Work activity (earning status, job secu-
rity) has become more influential across most aspects and the overall
resources, too. Following the privatization process, land ownership has be-
come a new component on its own. An additional element, clearly a result
of the transition, the range of network resources available to entrepreneurs
and the self-employed has joined that of managers and professionals.
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While the worth of weak ties instrumental in acquiring patronage and
scarce information in business life and elsewhere has increased in all
probability, one can observe growing inequality in the access to these
types of network resources. At the same time, the exchange value of con-
tacts with representatives of some traditional occupations (not to speak
of the broadened inactive population) has depreciated. Nonfamily, non-
kin resources have become scarce for a large segment in the lower strata
of the population.

NOTES

The article is a revised version of the authors’ paper for the Social Networks and
Social Capital Conference at Duke University in 1998. The project has been sup-
ported by two consecutive OTKA grants (National Research Fund) for research on
civic participation, social integration, and the sociocultural context.

1. Van Meter’s paper on the use of the concept of “social capital” is a richly
documented review of the fragmented character of the various approaches
applying to this catchall term before 1995. Since the period covered, one
can see certain signs of a theoretical elaboration of the concept, the con-
ference at Durham representing an important stage. Nan Lin’s (1998b)
distinction of the structure, and action-oriented, macro-, mezzo-, and mi-
crolevel interpretations of the concept (corresponding respectively to its
embeddedness, access, and mobilization aspects) is a significant step in
the direction of clarification. Hardin's treatise yields some interesting dis-
tinctions of interpersonal and institutional capital beside Becker’s specific
usage of the term SC (implying the enhancement of consumption value
owing to one’s social milieu) from a utilitarian point of view. Also, Burt’s
differentiation between three (entrepreneurial, clique, and hierarchical)
network forms of social capital provides a more subtle view of one sub-
domain of the concept in question.

2. Our approach of stratification emphasized cultural and interactional as-
pects. It was based on two conceptual pillars: social network resources (as
outlined below in more detail) and types of knowledge based on the dis-
tinction of three types of skills: cognitive-instrumental; contact-oriented,
self-presentational; and symbolic-representative, all of which were ap-
proached by various sets of empirical indicators.

3. Our references in this respect include both statistical and survey research
data. To start with to the former, in the 1980s the number of active em-
ployed adult population moved around 4.8—5 million people. By 1997 the
correspondent figure among the age 15-74 population dropped to 3.6 mil-
lion (Statistical Yearbook of Hungary 1987, 1998). As to the latter we can
refer both to the surveys covered by this study and, with regard to the last
period, the 1997-1998 preelection surveys of Szonda Ipsos Institute based
on a 6000-person national sample (all of these covering the adult popula-
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tion over 18). While according to our 1987 survey (carried out by TARKI)
62 percent of the respondents proved to be actively employed earners, this
proportion decreased to 44 percent on the basis of our 1997 survey (carried
out by the Research Group for Communication Studies, Budapest). The
corresponding proportion was similarly even, 43 percent according to the
Szonda Ipsos preelection survey of 1997-98 based on a larger sample. To
point to some salient differences in some demographic categories: in 1987
the proportion of active earners amounted to 94 percent of the age 41-50,
and 73 percent of the age 51-60 male population. By the 1997-98 survey,
these figures dropped to 70 percent and 50 percent, respectively, in the sim-
ilar male age groups (well below the normal retirement threshold in Hun-
gary, earlier at the age of 60, and at the age of 62 from the end of the 1990s).
[t seems to us that position-generator techniques may be more closer to the
study of the macrolevel structural embeddedness (and partly access),
while name-generator techniques are more appropriate to the microlevel
mobilization aspects of social capital.

The selection of occupations was led by several criteria. On one hand we
wanted to ensure a degree of correspondence with the original source (see
Lin & Dumin 1986), and include a variety of job types representing high-
and low-status positions. Our more specific objective, on the other hand,
had to do with the topic of our cultural and interactional stratification sur-
vey: distinct types of skills. The occupations selected could be more or less
adjusted to our starting typology distinguishing three kinds of knowledge:
cognitive-instrumental, self-presentation and contact-creation, and sym-
bolic-representative.

It is worth noting that during a recent omnibus survey of the Research
Group for Communication Studies, carried out at early October 1998, a fur-
ther 800 respondents were added to our social network data set from 1997.
Only one subquestion of the position-generator technique was changed.
Instead of the question about how many (1-2 or more) persons one knows
within a given occupation, a new question was included inquiring whether
one addresses the respective persons in the informal or the more formal
manner (a specific feature of linguistic and sociocultural settings in Hun-
gary).

Within the principal component that served as a basis, weights of various
factors were the following in the two years, respectively: 1987—total num-
ber of contacts reported (Fischer) 0.63, occupational nexus 0.60, union
membership 0.61, number of greeting cards sent 0.55; 1997—occupational
nexus 0.73, total contacts reported (combined GSS—Fischer) 0.69, union
membership 0.58, number of greeting cards 0.53, kinship patron role (fac-
tor score) 0.37. (When we omitted the last factor, weights changed moder-
ately, and factors were 0.75, 0.72, 0.59, and 0.53, respectively.) Generally,
factor structure can be considered relatively stable between the two survey
dates, although the indices somewhat changed. The most notable change
is that the two components that may be considered the central elements of
our approach, i.e. the weights of the G55—Fischer and the Lin—Dumin
indices were somewhat greater at the time of the second survey.
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8.

10.

11.

12.

14.

15.

It deserves mentioning at this point that the central theme of our present
topic had to do with political and civic participation and social integration,
rather than aspects of individual status attainment.

It should be noted, on the other hand, that at the time of the survey (and
even now, more or less) Internet contact was available for only a small seg-
ment of the population.

Twenty percent of respondents reported such membership in 1987, which
yielded an average value of 0.27. It should be noted that trade union mem-
bership, which was still more or less compulsory at that time, was ignored
in 1987, but it was accounted for during the latter survey. If we account
for these two factors in current data, then we find that only 23 percent of
this population indicated some kind of membership, and the average
value fell to 0.33. If we also control for the somewhat more imperative na-
ture of the closed form, no considerable change between 1987 and 1997
can be reported.

A problem emphasized by Professor Erickson concerning our findings at
the Sunbelt Conference, Sitges.

We hereby express our thanks to Professors Burt and Lin for raising the
question of direct and indirect effects of education and the need of further
analyses in this respect at the Durham Conference.

It is certainly debatable whether we have been right to base our model on
the same chain of paths in both cases. While the placement of education as
a background factor concerning both wealth and political involvement
may be more or less generally shared, there may be more disagreement, a
question already raised above, about assuming an unchanged path of in-
terrelationship in the model between political and network resources.
While the statistical technique employed is of little help in making this de-
cision, it is the authors’ conception of the overall web of factors that is to
be referred to when keeping with the initial pattern of dependent and in-
dependent (or endogenous) variables.

With these analyses we have been greatly stimulated by Professor Fernan-
dez’s suggestions raised concerning our paper at the Social Networks and
Social Capital Conference.

More specifically, the regression coefficients related to wealth more than
doubled in these younger age groups, jumping to first place among the
three independent variables.
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