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Social Capital: Some Personal Jottings

Arthur Geoffrion

May, 2001
Since I type so much faster than I write, I sometimes make informal notes to myself on topics in which I have a current interest.  This is an example. After sharing it with Mike Trick, he suggested that I share it with the Roundtable, so here it is.

It was Mike's idea to base his session with the Roundtable on the book Bowling Alone. Made curious by his comments, I read the first chapter online, visited the book's nice Website at www.bowlingalone.com, read two interviews with the author Robert Putnam, read some thoughts that George Freestone put down after spending time with the book, and read a couple of published items that I ran across.  Coincidentally, an economist colleague of mine praised Putnam's work in a lecture I was at, and I'm arranging for a professor from MIT to spend a day at UCLA talking about models of trust in the context of e-commerce (a topic that is somewhat related).  These notes are jottings stimulated by some of these threads.

I'm very glad to have discovered the concept of social capital and related ideas, for they seem to be useful for some of the things I try to do and that some OR professionals do.  What follows is written mainly for myself -- much of it thanks to the wonder of cut-and-paste -- so please don't expect much, especially since I haven't read the book yet!

1. Robert Putnam is a political scientist of considerable stature.  

Although his book Bowling Alone was written for a general audience, it is still a scholarly work.  He made his scholarly reputation with his book Making Democracy Work on politics in Italy, which demonstrated that the economic success of Northern Italy relative to Southern Italy seems to be explained by the much larger stock of social capital in the North nurtured, for example, by the vastly larger number of sports clubs and choral societies to be found in the North.  It is in sports clubs, choral societies, and other voluntary associations involving social intercourse, that people learn to trust their neighbors.  This trust enables better regional government and leads to better economic intercourse.  Economic prosperity, effective government, citizen participation in civic associations, newspaper readership, and voter turnout all go together regionally along with sports clubs and choral societies.

Politics and economics furnish the main context of Putnam's interest in social capital. Nevertheless, what he and others have to say on the subject should be of great interest to ordinary people, managers, professional associations like INFORMS, and OR professionals.

2. Social Capital is an important notion for OR/MS professionals.  
There is a very good, brief definition of social capital (and examples and references) at www.bowlingalone.com/socialcapital.php3, which explains that it works at 4 levels (I think of these are benefits): information flows, reciprocity, collective action, and the "we" mentality.  This page deserves to be quoted verbatim here, but I'll resist.  Stop reading right now and visit this short page.  These 4 aspects are crucial.  If you ever find yourself wondering whether or not to invest effort in building social capital in some context, ask yourself how much you want some of these 4 benefits.

Social capital should be of interest to OR/MS managers, for it has a lot to do with identifying OR project opportunities, doing the technical parts of OR projects, selling and implementing OR project results, and maintaining good business relations with client organizations and with technology suppliers.  

Mike, it might be worthwhile to add a little OR flesh of this sort to the concept of Social Capital early in your meeting with the Roundtable.  One possible example would be a vendor's user's group which meets regularly.  INSIGHT's user's group for its supply chain software meets each Winter for a serious agenda plus some good skiing nearby.  All 4 of the above benefits are evident: ample information flows between the company and users, and among users; reciprocal cooperation in which the company and users do things for each other because they all face similar needs and benefit from better software and associated databases; collective action in which users coordinate requests for "most-wanted" new software features; and even a degree of the "we" mentality -- a feeling of brotherhood -- arising from commitment to the same good software packages.

A longer definition and discussion of social capital is at www.cpn.org/sections/tools/models/social_capital.html. 

Chapter one (online at www.simonandschuster.com/mailfile/mail0684832836A.html) says: "Whereas physical capital refers to physical objects and human capital refers to properties of individuals, social capital refers to connections among individuals -- social networks and the norms of reciprocity and trustworthiness that arise from them.  In that sense social capital is closely related to what some have called 'civic virtue.'  The difference is that 'social capital' calls attention to the fact that civic virtue is most powerful when embedded in a dense network of reciprocal social relations.  A society of many virtuous but isolated individuals is not necessarily rich in social capital."

Also: "Your extended family represents a form of social capital, as do your Sunday school class, the regulars who play poker on your commuter train, your college roommates, the civic organizations to which you belong, the Internet chat group in which you participate, and the network of professional acquaintances recorded in your address book."

Also: "Social capital can thus be simultaneously a 'private good' and a 'public good.'  Some of the benefit from an investment in social capital goes to bystanders, while some of the benefit redounds to the immediate interest of the person making the investment.  For example, service clubs, like Rotary or Lions, mobilize local energies to raise scholarships or fight disease at the same time that they provide members with friendships and business connections that pay off personally."  

The Roundtable has some of the characteristics of a service club since it tries to be helpful to INFORMS as well as help its own members.  But INFORMS itself is not, nor is a vendor's user's group (but both create a lot of social capital for their members).

Chapter one goes on to explain the important difference between specific and generalized reciprocity: "Sometimes … reciprocity is specific: I'll do this for you if you do that for me. Even more valuable, however, is a norm of generalized reciprocity: I'll do this for you without expecting anything specific back from you, in the confident expectation that someone else will do something for me down the road."  

Later: "A society characterized by generalized reciprocity is more efficient than a distrustful society, for the same reason that money is more efficient than barter. If we don't have to balance every exchange instantly, we can get a lot more accomplished.  Trustworthiness lubricates social life. Frequent interaction among a diverse set of people tends to produce a norm of generalized reciprocity. Civic engagement and social capital entail mutual obligation and responsibility for action."

Later: "… it is important to ask how the positive consequences of social capital -- mutual support, cooperation, trust, institutional effectiveness -- can be maximized and the negative manifestations -- sectarianism, ethnocentrism, corruption -- minimized. Toward this end, scholars have begun to distinguish many different forms of social capital."

Later: "Of all the dimensions along which forms of social capital vary, perhaps the most important is the distinction between bridging (or inclusive) and bonding (or exclusive).  Some forms of social capital are, by choice or necessity, inward looking and tend to reinforce exclusive identities and homogeneous groups.  Examples of bonding social capital include ethnic fraternal organizations, church-based women's reading groups, and fashionable country clubs.  Other networks are outward looking and encompass people across diverse social cleavages.  Examples of bridging social capital include the civil rights movement, many youth service groups, and ecumenical religious organizations."

"Bonding social capital is good for undergirding specific reciprocity and mobilizing solidarity.  Dense networks in ethnic enclaves, for example, provide crucial social and psychological support for less fortunate members of the community, while furnishing start-up financing, markets, and reliable labor for local entrepreneurs. Bridging networks, by contrast, are better for linkage to external assets and for information diffusion. …  Bonding social capital is, as Xavier de Souza Briggs puts it, good for 'getting by,' but bridging social capital is crucial for 'getting ahead.' "

"Moreover, bridging social capital can generate broader identities and reciprocity, whereas bonding social capital bolsters our narrower selves."

Later: "Bonding social capital constitutes a kind of sociological superglue, whereas bridging social capital provides a sociological WD-40."

Notice that the Roundtable is more exclusive (hence bonding) than inclusive, although membership is open to any organization.  But I would say that INFORMS is more inclusive (hence bridging) in that it reaches out to many disciplines with its meetings and journals.

3. This nation's stock of social capital waxes and wanes.  
It is waning now.  People born since the 50s are "less inclined to volunteer, vote, join associations and play an active role in networks."  Speaking of Section III near the end of chapter one, Putnam says: "The dominant theme is simple:  For the first two-thirds of the twentieth century a powerful tide bore Americans into ever deeper engagement in the life of their communities, but a few decades ago -- silently, without warning -- that tide reversed and we were overtaken by a treacherous rip current.  Without at first noticing, we have been pulled apart from one another and from our communities over the last third of the century."  Some specifics (here I quote from a nice 1995 interview with Putnam at http://muse.jhu.edu/demo/journal_of_democracy/v006/putnam.interview.html -- another interview is at http://muse.jhu.edu/demo/journal_of_democracy/v006/putnam.html):

· "while the total number of bowlers in America has increased by 10 percent between 1980 and 1993, 'league bowling' -- that is, the number who bowl as members of organized leagues -- has plummeted by 40 percent."  (Bad news for bowling proprietors, whose money was in the beer and pizza that league bowlers consumed.)

· Weekly churchgoing is down. 

· Union membership has declined by more than half since the mid-1950s. 

· PTA membership has fallen from 12 million in 1964 to 7 million. 

· Since 1970, membership in the Boy Scouts is down by 26 percent; membership in the Red Cross is off by 61 percent.

· In the 50s and 60s, 75 percent of Americans said that they trusted their government to do the right thing. Last year, same survey, same question, it was 19 percent."

Interestingly, "… not all forms of organized life are collapsing. Mass membership organizations such as the Sierra Club and the National Organization for Women, nonprofit organizations, and informal support groups are growing … The kinds of groups that are growing most rapidly are the mailing-list organizations, like the AARP

and the NRA. You don't attend meetings; membership involves merely the act of writing a check or perhaps reading a newsletter."  Such organizations don't build social capital very well because they involve little social contact.  

Putnam says: "In searching for how to put these trends in perspective, I find myself going back to the massive social and economic transformation America went through between 1865 and 1890.  The Industrial Revolution, urbanization, immigration, and so on rendered obsolete a lot of social capital . . . which is a jargony way of saying that in the transition from the country to the city, a lot of connections got left behind.  And then in a rush, roughly from 1890 to 1910, all kinds of new organizations formed.  That’s when the YMCA, Red Cross, Boy Scouts, National League of Cities, and on it goes, really took off.  While the parallel is not perfect, my sense is that over the last thirty years we have been going through a period like that after the Civil War. Television, the global economy, two-career families . . . such developments are rendering obsolete the stock of social capital we had built up at the turn of the century.  What we need now is a new round of reform, as we had in the Progressive Era, to reinvent new social organizations, new ways of connecting, for the 21st century.  I'm not sure what those connections will look like."  

I hope that Putnam was able to find the answer to the question he poses here in this 1995 interview, but I've only read the book's first chapter (which promises concluding pages that explain how "it is within our power to reverse the decline of the last several decades.").  

Whether or not Putnam's answers are satisfactory -- and I have some clues suggesting that they are not -- it would be interesting to speculate at the La Jolla Roundtable meeting how INFORMS and and the Roundtable and OR groups can build more social capital of a sort that will help them thrive.

Putnam further adds in this interview: "Americans are in the midst of a transformation that is privileging nonplace-based connections over place-based connections. This is playing out within the academic community as well, and it means that the average faculty member's ties to colleagues around the country and around the world are getting closer, while ties to colleagues in the next building or across the hall are weakening. It's harder and harder to fill faculty clubs.  This erosion of social capital on our campuses has serious consequences for university life. Deans can't order people around; they depend on the faculty's sense of campus citizenship. When that citizenship weakens, it becomes harder and harder to get on with the important tasks of the campus. "

Is something similar happening at companies?  If so, what does this have to do with the death of loyalty and the increasingly fast pace of change in the business world?

4. Professional Associations

In his April 8 memo, George Freestone quoted some stats from the book on the percentage of Americans who belong to professional associations other than unions: 8-10% membership rates in the 50's and 60's became 16-20% membership rates in the 80's and 90's (e.g., IEEE went from 111,000 in '63 to 242,000 in '97).  

Suspicion: IEEE's absolute numbers look good, but as a % of eligible professionals I suspect that their market share has actually decreased.  

Suspicion: while the percentages may well have grown as quoted, I suspect that most professional associations have grown smaller because of a proliferation in their number.  A person only has time for one or two serious professional affiliations.  

Observation: I recall looking at long-term membership stats for TIMS back in the early 80s, and it was evident that membership had peaked at around 7,000 in about 1970 and was steadily declining after that.  I think the same may have been true of ORSA.  Think of all the competing associations that nibbled away at TIMS and ORSA and that now nibble away at INFORMS.  

5. Online Communities and Social Capital in the 21st Century

Recall Putnam's challenge as quoted from his interview: "What we need now is a new round of reform … to reinvent new social organizations, new ways of connecting, for the twenty-first century.  I'm not sure what those connections will look like."  I want to suggest that online communities hold a major part of the answer because they deal squarely with the reality that, at least in developed countries, people increasingly use the Internet personally and professionally.

Email and the Web are durable killer apps (although the former may merge with the latter) that enable online communities.  

Conjecture: take either an online community that meets regularly in the flesh, or a traditional community that has a strong online infrastructure, and you have the core of a potentially successful 21st Century community capable of generating significant social capital.  I'm talking about communities (i.e., social networks) like the Roundtable, INFORMS, vendor user groups, the client communities of OR groups <this would be a nice discussion topic in La Jolla>, neighborhoods, and business units or subunits (perhaps OR groups themselves).

What is known about designing successful communities?  Quite a lot.  A sociologist colleague of mine presented a paper "Design Principles for Online Communities" at the Harvard Conference on the Internet and Society in 1996 (when the Web was in its early stages), online at www.sscnet.ucla.edu/soc/faculty/kollock/papers/design.htm .  An appendix summarizes some design principles for communities (not necessarily online) as follows:

Axelrod's (1984) requirements for the possibility of cooperation <these are said 
to be sine qua non conditions for any community to exhibit cooperative behavior>

1. Arrange that individuals will meet each other again 

2. They must be able to recognize each other 

3. They must have information about how the other has behaved until now 

          Ostrom's (1990) design principles of successful communities: 

1. Group boundaries are clearly defined 

2. Rules governing the use of collective goods are well matched to local needs and conditions 

3. Most individuals affected by these rules can participate in modifying the rules 

4. The right of community members to devise their own rules is respected by external authorities 

5. A system for monitoring members' behavior exists; this monitoring is undertaken by the community members themselves 

6. A graduated system of sanctions is used 

7. Community members have access to low-cost conflict resolution mechanisms 

          Godwin's (1994) principles for making virtual communities work: 

1. Use software that promotes good discussion 

2. Don't impose a length limitation on postings 

3. Front-load your system with talkative, diverse people 

4. Let the users resolve their own disputes 

5. Provide institutional memory 

6. Promote continuity 

7. Be host to a particular interest group 

8. Provide places for children 

9. Confront the users with a crisis

Many of these "principles" seem to be directly applicable to the kinds of communities that interest us.  For example:

Axelrod #1 says that regular meetings (preferably in the flesh) are a must.  Maybe it wasn't such a good idea for INFORMS to drop back from two big conferences a year to one.  It is good that the Roundtable meets thrice yearly.

Axelrod #2 says that the Roundtable was right to add members' pictures to its Website, and that INFORMS should consider doing that (at least at the level of committees and subdivisions).  

Axelrod #3 says that the Roundtable was right to add meeting minutes to its Website, and suggests that we index these minutes for search by person.  

It would be interesting to look at the implications of each of the other "principles" for other communities of interest such as INFORMS, the Roundtable, and those relating to OR groups.

The main thing that I see as missing from these lists of principles is the notion that every community must offer an appealing value proposition to prospective and current members.  Here I refer you to some of my own essays along these lines, which I have previously mentioned to you, Mike, and others and are online.  This is beginning to get into the area of strategy, not a perspective that sociologists like Kollock are likely to embrace, and here I recommend a recent article by strategy guru Michael Porter: "Strategy and the Internet," Harvard Business Review, March 2001 (academics can obtain this for free from www.hbsp.harvard.edu/hbsp/samples/index.asp).  It would be extremely worthwhile for someone to present a cogent summary of this article (itself a cogent summary of a vast strategy literature) and apply it to INFORMS or the Roundtable or a generic OR group.

There are other perspectives that could be invoked, such as epidemiology or economics (attention economies, trust), but I think this is sufficient for now.  For further reading, there is a 1999 book edited by Marc Smith and Peter Kollock, Communities in Cyberspace (intro chapter online at www.sscnet.ucla.edu/soc/faculty/kollock/).  I've only read this one chapter.

In summary, I see the central question for the session in La Jolla as this:
How can we enhance OR's social capital in 21st C?
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