Introduction to Part i

In The Foundations of Social Theory, James Colman (1990) argued that the primary
goal of social theory is to identify and explain the behavior of social systems, but
that social systems are rarely observed as wholes. Instead, we observe the actions
and interactions of actors {people, organizations) within the system. This distinction
between what we want to explain and what we observe presents two theoretical
challenges. First, theorists must account for how actors behave and, second, they
must identify how the interdependent behavior of actors in the system combines
to produce system behavior.

Social exchange and rational choice theories are primarily concerned with iden-
tifying the effects of interdependent action on social system behavior. Simplifying
assumptions about how individuals behave allows theorists to set aside questions
of individual motivation in favor of identifying how interdependent action relates
to social system behavior, The basic behavioral assumption underlying these models,
the rationality assumption, is that people are purposive actors who optimize
{Coleman and Fararo 1992: xi). Given a set of potential actions, actors choose the
one that provides them the best outcome. The theoretical roots of optimization vary
across theorists — with early accounts resting on Skinnerian behaviorism while more
fecent accounts rest strongly on ideas from microeconomics — but the purposive,
goal-oriented nature of individual action persists,

The basic postulate of optimization, seemingly benign when applied to normal
situations such as finding the fastest route home from work, becomes sociologically
interesting when others’ optimization attempts interact — when action becomes inter-
dependent. Thus, the individually optimal route home transforms into a collective
nightmare during rush hour, as each person’s driving affects those around him or
her. Moreover, when the “things” one optimizes are social {praise, esteem, or honor)
instead of material, the quality of interaction changes. Since the value of social goods
is hard to identify and cag only be realized through interaction with others, the
problem of optimization immediately becomes a problem of social exchange.

The strongest initial influence came from the behaviorist ideas of B. ¥. Skinner
through the work of George Homans. For behaviorists, the primary determinant
of individual action is the operant conditioning relationship between an actor and
his oz her environment. Operant conditioning states that any behavior elicits a response
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from the environment (which could be composed of other people}. If the response
is positive, actors are more likely to repeat the behavior, and when the response is
negative they will be less likely to repeat the behavior. For example, the behavior
“eouching a hot stove” results in pain, which lessens the likelihood that one would
touch the stove again. Based on what people have learned of the returns to past
behaviors in their social environment, they modify their behavior in an attempt to
maximize positive reactions and minimize negative reactions.

Homans’s social version of operant conditioning posits that other people form
the social environment that we react with. That each of us interacts as environment
for another indicates s dual nature to interaction that can best be characterized
as exchange. Simply put, “interaction between persons is an exchange of goods,
material and non-material” (Homans 1958: 597). For Homans, sociology consisted
of explaining social behavior by identifying how people react to social situations,
which in turn conditions the behavior of others, and thereby explains social facts,
For example, norms in society work because, at their root, people want 1o avoid
the social punishments meted out by others when a norm is violated. As each of
us avoids disappointing others, and reprimanding those who disappoint us, norms
are created. Homans later formalized his conception of social exchange theory into
a set of basic propositions about individual behavior {Homans 1961), which specified
how people would be expected to act in the face of varicus types of rewards and
punishments.

Homans’s work was a direct response to functionalists such as Talcott Parsons.
Homans argued that the elaborate theoretical schemes proposed by functionalists
were unnecessary fictions that could not be observed and that were ineffective at
explaining social behavior. Instead of grand structures, Homans wanted to focus
more on local or “elementary” forms of social life. From these elementary build-
ing blocks, one could construct a more complete — and grounded — theory of social
life. Parsons and HMomans engaged in extended debates over which theoretical
approach was most appropriate for sociology. The heart of the debate centers around
what we can and can’t know about society. Parsons argued that certain fundamentat
features of social systems were entirely social and could not be reduced to the indi-
vidual level. Homans, on the other hand, fele that any property we could identify
at the social system level must have its roots in the actions of individuals, and thus
must altimately be reducible to psychological factors. While each actively engaged

the other, no resolution between the two approaches ever emerged. Instead, “We

are left with an unresolved argument in which Parsons says that Homans has not
explained structure and Homans says that Parsons has not explained structure”
(Ritzer 1992: 438).

In a second version of exchange theory, Peter Blar attempted to develop dyadic
exchange theory without giving up the non-reducible character of social interaction
{Blau 1964). Blan’s focus was on understanding collective outcomes, such as the dis-
tribution of power in a society. Instead of basing his work on operant conditioning,
however, he worked more explicitly from an economic frame, arguing that social
Interaction has value and that people exchange these values. He argued that,
“To speak of sociai life is to speak of the associations between people” and that
associations are, fundamentally, social exchanges. Moreover, Blau differentiared
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himself from Homans by explicitly stating that some properties of social exchange
are emergent, as the sum of social interaction could not be reduced to the psychological
states of individuals. Building on Simmel’s distinction between a triad and a dyad,
Blau argued that extended patterns of exchange would give rise to organizational
forms with qualities beyond those of the people in the organization.

The basis of social exchange for Blau rests on the anticipated rewards of
association, with rewards being both intrinsic (pleasure of being with someone) and
extrinsic (a good or service that someone can provide). Social exchange, like eco-
nomic exchange, occurs when association provides both parties with a good they
could not get on their own. There are significant differences, however, between
economic exchange and social exchange that hinge on the ambiguous nature of social
exchange. First, because social goods (such as favors or giving advice) do not carry
explicit values, one cannot be certain that an exchange is equal. Secondly, social
exchanges usually occur over long periods (a favor one week for a favor weeks
later), with no assurance that a “good” given will be returned. This results in two
special features of social exchange. First, the ambiguity associated with social exchange
requires trust for the exchange to function, a trast that is usually built slowly. Second,
if the value of a good is ambiguous, and if people want to remain out of debt to
others, then there is a tendency for social exchange to escalate. Social integration
emerges from the individual desire for rewards. As Blau puts it, “An apparent
‘altruism’ pervades social life; people are anxious to benefit one another and to
reciprocate for the benefits they receive. But beneath this seeming selflessness
an underlying ‘egoism’ can be discovered; the tendency to help others is frequently
motivated by the expectation that doing so will bring social reward” {1964: 17).
However, while the individual motivation to engage in social exchange has egois-
tic roots, Blau maintains that the emergent property of such action is greater social
integration.

That people desire something others have is the basic element linking exchange
to power. Power rests fundamentally on the ability to control access to a particular
good. If one actor has exclusive access to something that other actors want, then they
can extract greater rewards from them. While this is clear with a simple material
commodity such as water, Blau argued that the same principle works for intrinsic
social rewards. He illustrates this clearly with the example of the “principle of least
interest” and romantic love. When one person in a relationship loves the other more
(finds higher intrinsic value in the refationship) he or she will give up more to remain
in the relationship, giving power to the one who loves the least.

If power comes from having something others want, then powerful people can
extract social value from less powerful people through exchange. However, the only
social commodity that everyone as access to is their own ability. As such, Blan
argues that subordination is the one universal good that all can use for exchange.
Those without access to a desired good can exchange with those who do have a
desired good by subordinating themselves to the powerful. In so doing, an imbal-
ance in exchange leads directly to a model of interpersonal power. By combining
subordination with a process of legitimization (that people see some subordination
as fair) Blau attempts {with limited success) to exrend his dyadic model of power
as a foundation for organizational power.
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Recent developments from social exchange theory have tended in rwo directions.
On the one hand, theorists have focused on how the organization of exchange modifies
the distribution of power (Willer 1999}, Most of this work focuses on how restrict-
ing exchange to particular pairs in a wider network leads to differences in the dis-
tribution of power. The focus of this work is on patterns of exchange and the resulting
system characteristics. A second approach has dealt less with exchange per se and
more with the outcomes of interdependent action when actors are assumed to be
individually rational. Unlike most current forms of exchange theory, much of this
brand of rational choice theory is concemed with identifying population-level
dutcomes {such as the development of norms, the success of a political movement,
the adoption of family planning practices, and so forth). The broad insight of this
work is that there is often a marked distinction between what appears rational to
zn individual and what appears rational to a group.

The distinction berween group and individual rationality is made most clearly
by the economist Mancur Olson in his famous work on social movements. In The
Logic of Collective Action (1965}, he shows that the existence of a large group
with common interests is not sufficient to produce collective action for the good.
When a good is indivisible ~ when all would benefit from it regardless of who
contributed to producing it — rational individuals will not participate in producing
the good. Since participation is a cost, people will free ride and let others produce
the good. Of course, when everyone acts this way the good will not be produced.
Identifying the conditions under which it is rational for people to participate in the
production of collective goods has been one of the primary lines of research within
this tradition (Oliver et al. 1985).

This line of reasoning forms the heart of Michael Hechter’s Principles of Group
Solidarity, where he attempts to provide a methodological individualist account for
the classical problem of social order and group cohesion. Hechter argues that none
of the classical approaches (norms, function, structure)} can adequately account for
variations in group solidarity (1987: 29), noting ia particular the failure of such
approaches to curtail free riding. For Fechter, “The challenge is to show how group
obligations evolve and then how members are induced to honor them” without
reference to black-box concepts such as “norms.” Hechter reduces the problem of
solidarity to the ioint problem of the exzensiveness of group obligations and the
probability of compliance with obligations. Compliance is 2 complex problem with
many vatiants, but ultimately it rests on the control capacity of groups. This con-
trol capacity is also subject to free-riding issues (since it is a “second-order public
good”), but they are often not as severe as general compliance. Interestingly, the
strongest current theories of collective action suggest thar interpersonal relations
— or social exchanges of the type Blau identified - are important for producing
collective actions (Kim and Bearman 1997).

One of the most active theorists working in the ratiomal choice field was
James S. Coleman, who focused on basic questions of social origination, especially
identifying how norms arise from a coilection of self-interested actors. Norms -
and regulative behavior more generally — require that individuals subordinate their
interests to collective interests. Given the problems of free riding and the immediate
returns to non-cooperation, ever the well-recognized need for normative, regulative
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action is usually insufficient to produce such behavior. In The Foundations of Social
Theory Coleman {1990} attempts to build a multi-level theory of social organization,
starting with individual actors, building through organizations, and on to society
at large, based on the basic building blocks of individual self-interested action. The
key to this work lies in the ability of people to control their own sights, with Coleman
arguing that under certain circumstances it is individually rational for people to
trade their rights in order to achieve collective ends.

Coming full circle to early exchange theorists, Coleman (1988) identifies nerworks
of erust as an essential elemenr in modern society. In his now classic treatment of
social capital, Coleman describes how the refations actors have with others provides
them with a generalized capacity for action - in much the same way as economuic
capital allows investors to build factories and start companies. While defining exactly
what counts as “social capital” has sparked something of a minor industry in soci-
ology, all agree that factors that contribute to the informal interactions among
people contribute 1o a generalized capacity to act. For example, knowing many
peopie Increases your odds of knowing someone who can help you find a job, which
provides a clear example of how social capital can generate economic capital, At
the aggrepate level, theorists have argued that social capital is key to understand-
ing political patticipation and the ability of communities to cooperate for the
common good (Putmam 2000). That relationships can provide an unspecified future
resource changes the incentive structure implicit in much of the early work on social
exchange, making decisions about who to exchange with and how power is dis-
tributed complex.

Much of the research on social capital and the importance of social ties for action
and integration has focused on questions of trust. If we are to confidently interact
with strangers, neighbors or even close friends, what level of trust do we need
in each person? In each relation? Can trust serve as a mechanism for easing the
sometimes self-defeating nature of otherwise self-interested actors? These types of
questions have sparked a wide body of research on trust, ranging from the global
economic implications of variance in trust {Fukuyama 1995} to individual-level social
exchange experiments (Buchan et al. 2002). Karen Cook has written a number of
pleces that identify the social conditions that foster trust as well as the role of trust
in building cooperation. But is trust necessary for building social institutions, or is
trust a feature that while perhaps co-evolving with such institutions, nonetheless
is absent at the moment of their formation? Cook, Hardin, and Levi tackle this
question directly in the selection excerpted below, and they dermonstrate that the
ultimate success of these institutions rests on the chains of relations that compose
social capiral.

Critics of rational choice and exchange theory perspectives are many. First, many
peopie argue that the basic behavioral assumptions of rational choice theory are
incorrect. People simply do not optimize for their own self-interest, but instead act
habitually, normatively or simply irrationally. While some rational choice theorists
respond by changing the focus of rationality {a seemingly irrational act — such as
throwing oneself on a grenade ~ is made rational by referencing one’s perceived
reputation as a hero afterward instead of focusing on death), such maneuvers quickly
lead to tautology. Second, critice point out that the complex mrerdependencies implicit
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in interaction make predicting future outcomes impossible. As such, simple rational
choice models that depend on people making judgments about the future are seen
to be unrealistic. Eric Leifer {1988), for example, argues that so iong as the mean-
ing of a social event is not determined until it has long passed, acrors cannot base
action on future expectations. Instead, successful actors behave locally - engaging
others in a way that does not comumit them to any particular exchange meaning.
Finally, still other critics argue that sociology is best served by focusing on macro-
level aspects of social organization directly, and that the search for a micro model
of macro behavior is not productive. In an interesting biographical twist, Peter Blan
has “recanted” his own social exchange theory in favor of a macro-level model of
social interaction based on the distribution of types of people in the population
(Blau 1977: 994).
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Chapter 5

Social Behavior as Exchange [1958]

George C. Homans

Ar Exchange Paradigm

1 start with the link to befavioral psychology and the kind om. mmmnmmsmmﬁ it m.Sme
about the behavior of an experimental animal such as the pigeon.” As a Mﬁﬂow
explores its cage in the laboratory, it rmwmwbm to peck a target, iwﬂm‘ﬁwmm MQM WD Mm
chologist feeds it corn. The evidence is that it will peck &m target again; ._am as camed
¢he behavior, or, as my friend Skinner says, a.sm vmwm.ﬁom has been Mwm oH.nM mw nd
the pigeon has undergone operant conditioning. ,ﬁBm kind o,m psychologis  net
interested in how the behavior was learned: im.mmmﬁm m.ﬁoﬂ.\ is a woonme :
fis field. Instead, he is interested in what determines n&mbm.mm in the rate of emission
of learned behavior, whether pecks at a target or something &.&m. -
“The more hungry the pigeon, the less comn or other moo.a i wmmvmoﬂg. Ewmm
recent past, the more often it will peck. By the same 8._8? if %W e mﬂmﬂw.w M&om
reinforced, if the pigeon is given much corn every time It pecks, the hwﬁm of emi ion
will fall off as the pigeon gets satiated. I, on ﬁww other hand, the n&mﬁﬂn HM ©
reinforced at all, then, too, its rate of emission g.;w_. ﬂmw&,ﬁo m.m: me t ﬁﬂmm ma mowow
time may pass before it stops mmnommﬁrﬂb before it is maa.xmxaw.m .In W Mmdm S0
of many kinds of behavior the pigeon ncurs aversive stimulation, or M L shal
call “cost” for short, and this, too, will me in time 0 2 decrease in t % nmmnmwmm-
rate. Fatigue is an example of a “cost.” Mxﬂmnzobu mmﬂmmoP and cost, MVmEm w
ing the rate of emission of a particular wwu.a of vmwwﬁo.r Hnu%.w HOHS %Hz le G
ernission of some other kind of behavior, including doing nothing. I shall only

that even a hard-boiled psychologist puts “emotional” behavior, as well as such

things as pecking, among the unconditioned responses that Emuﬂwm Hmmﬁmow.nmm_ in
operant conditioning. As a statement of the propositions of behavioral psyc M me
the foregoing is, of course, inadequate for any purpose except my present one.

George C. Homans, “Social Behavior as Exchange,” pp. 598606 from bﬁmxnmz %%MMMM
of Sociology 63: 6 {Chicago, TL: University of Chicago Press, Gmw.v. Owﬂﬁm%w . wgmmﬂ.
American Journal of Sociology. Reprinted by permission of The University of Chicago. :

TRE Behavior as mxgm__ml 8s *

We may look on the pigeon as engaged in an exchange — pecks for corn ~ with
the psychologist, but let us not dwell upon that, for the behavior of the pigeon
hardly determines the behavior of the psychologist at all. Let us turn to a situation
where the exchange is real, that is, where the determination is mutual. Suppose we
are dealing with two men. Fach is emitting behavior reinforced to some degree
by the behavior of the other. How it was in the past that each learned the beha-
vior he emits and how he learned to find the other’s behavior reinforcing we are
not concerned with. It is enough that each does find the other’s behavior reinfor-
cing, and I shall call the reinforcers — the equivalent of the pigeon’s corn — values,
for this, I think, is what we mean by this term. As he emits behavior, each
man may incur costs, and each man has more than one course of behavior open
to him.

This seems to me the paradigm of elementary social behavior, and the problem
of the elementary sociologist is to state propositions relating the variations in the
values and costs of each man to his frequency distribution of behavior among alter-
natives, where the values (in the mathematical sense) taken by these variables for
one man determine in part their values for the other.?

I see no reason to believe that the propositions of behavioral psychology do not
apply to this situation, though the complexity of their implications in the concrete
case may be great indeed. In particular, we must suppose that, with men as with
pigeons, an increase in extinction, satiation, or aversive stimulation of any one kind
of behavior will increase the probability of emission of some other kind. The prob-
lem is not, as it is often stated, merely, what a man’s values are, what he has learned
in the past to find reinforcing, but how much of any one value his behavior is
getting him now. The more he gets, the less valuable any further unit of that value
is to him, and the less often he will emit behavior reinforced by it.

The Influence Process

We do not, I think, possess the kind of studies of two-person interaction that would
either bear out these propositions or fail to do so. But we do have studies of larger
numbers of persons that suggest that they may apply, notably the studies by Festinger,
Schachter, Back, and their associates on the dynamics of influence. One of the
variables they work with they call cobesiveness, defined as anything that attracrs
people to take part in a group. Cohesiveness is a value variable; it refers to the
degree of reinforcement people find in the activities of the group. Festinger and his
colleagues consider two kinds of reinforcing activity: the symbolic behavior we call
“social approval” (sentiment} and activity valuable in other ways, such as doing

" something interesting.

The other variable they work with they call communication and others call inger-

- action. This is a frequency variable; it is 2 measure of the frequency of emission of
-valuable and costly verbal behavior. We must bear in mind that, in general, the
sone kind of variable is a function of the other.

Festinger and his co-workers show that the more cohesive a group is, that is, the
more vafuable the sentiment or activity the members exchange with one another,
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the greater the average frequency of interaction of the members.” With men, as with
pigeons, the greater the reinforcement, the more often is the reinforced behavior
emitted. The more cohesive a group, too, the greater the change that members can
produce in the behavior of other members in the direction of rendering these activ-
ities more valuable.” That is, the more valuable the activities that members get, the
more vaiuable those that they must give. For if a person is emitting behavior of a
certain kind, and other people do not find it particularly rewarding, these others
will suffer their own production of sentiment and activity, in time, to fall off. But
perhaps the first person has found their sentiment and activity rewarding, and, if
he is to keep on getting them, he must make his own behavior more valuable to
the others. In short, the propositions of behavioral psychology imply a tendency
toward a certain proportionality between the value to others of the behavior a man
gives them and the value to him of the behavior they give him.’

Schachter also studied the behavior of members of a group toward two kinds of
other members, “conformers” and “deviates.”® I assume that conformers are people
whose activity the other members find valuable. For conformity is behavior that
coincides to a degree with some group standard or norm, and the only meaning I
can assign to #orm is “a verbal description of behavior that many members find 1t
valuable for the actual behavior of themselves and others to conform to.” By the
same token, a deviate is a member whose behavior is not particularly valuable. Now
Schachter shows that, as the members of a group come to see another member as
a deviate, their interaction with him - communication addressed to gesting him
to change his behavior — goes up, the faster the more cohesive the group. The
members nced not talk to the other conformers so much; they are relatively
satiated by the conformers’ behavior: they have gotten what they want out of them.
But if the deviate, by failing to change his behavior, fails to reinforce the members,
they start to withhold social approval from him: the deviate gets low sociometric
choice at the end of the experiment. And in the most cohesive groups — those Schachter
calls “high cohesive-relevant” — interaction with the deviate also falls off in the end
and is lowest among those members that rejected him most strongly, as if they had
given him up as a bad job. But how plonking can we get? These findings are utterly
in line with everyday experience.

Practical Equilibrium

At the beginning of this paper I suggested that one of the tasks of small-group research
was to show the relation between the resuits of experimental work done under
laboratory conditions and the results of field research on real-life small groups. Now
the latter often appear to be in practical equilibrium, and by this T mean nothing
fancy. I do not mean that all real-life groups are in equilibrium. I certainly do not
raean that alf groups must tend to equilibrium. I do not mean that groups have
built-in antidotes to change: there is no homeostasis here. I do not mean that we
assume equilibrium. I mean only thar we sometimes observe it, that for the time
we are with a group - and it is often short ~ there is no great change in the values
of the variables we choose to measure. H, for instance, person A is interacting with
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B moze thar with C both at the beginning and at the end of the study, then at least
by this crude measure the group is in equilibrium.

Many of the Festinger—Schachter studies are experimental, and their propositions
about the process of influence seem to me to imply the kind of proposition that
empirically holds good of real-life groups in practical equilibrium. For instance,
Festinger et al. find that, the more cohesive a group is, the greater the change that
members can produce in the behavior of other members. If the influence is exerted
in the direction of conformity to group norms, then, when the process of influence
has accomplished ali the change of which it is capable, the proposition should hold
good that, the more cohesive a group is, the larger the number of members that
conform to its norms. And it does hold good.”

Again, Schachter found, in the experiment I summarized above, that in the most
cohesive groups and at the end, when the effort to influence the deviate had failed,
members interacted little with the deviate and gave him little in the way of socio-
metric choice. Now two of the propositions that hold good most often of real-life
groups in practical equilibrinm are precisely that the more closely a member’s activ-
ity conforms to the norms the more interaction he receives from other members
and the more liking choices he gets from them too. From these main propositions
a number of others may be derived that also hold good.?

Yet we must ever remember that the truth of the proposition linking conformiry
to liking may on occasion be masked by the truth of other propositions. If, for
instance, the man that conforms to the norms most closely also exerts some
authority over the group, this may render liking for him somewhat less than it might
otherwise have been?

Be that as it may, I suggest that the laboratory experiments on influence imply
propositions about the behavior of members of small groups, when the process
of influence has worked itself out, that are identical with propositions that hold
good of real-life groups in equilibrium, This is hardly surprising if all we mean by
equilibrium is that all the change of which the system is, under present conditions,
capable has been effected, so that no further change occurs. Nor would this be the
first time that statics has turned out to be a special case of dynamics.

Profit and Social Contrel

Though I have treated equilibrium as an observed face, it is a fact that cries for
explanation. I shall not, as structural-functional sociclogists do, use an assumed
equilibrium as a means of explaining, or trying to explain, why the other features of
a social system should be what they are. Rather, I shall take practical equilibrium
as something that is itself to be explained by the other features of the system.

If every member of a group emits at the end of, and during, 2 period of time
much the same kinds of behavior and in much the same frequencies as he did at
the beginning, the group is for that period in equilibrium. Let us then ask why any
one member’s behavior should persist. Suppose he is emitting behavior of valae A,
Why does he not let his behavior get worse (less valuable or reinforcing to the
others) until it stands at A; -~ AA? True, the sentiments expressed by others toward
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him are apt to decline in value {become less reinforcing to him), so that what he
gets from them may be $;— AS. But it is conceivable that, since most activity
carries cost, a decline in the value of what he emits will mean a reduction in cost
to him that more than offsets his losses in sentiment. Where, then, does he stabilize
his behavior? This is the problem of social control.'

Mankind has always assumed that a person stabilizes his behavior, at least in
the short run, at the point where he is doing the best he can for himself under the
circumstances, though his best may not be a “rational” best, and what he can do
may not be at all easy to specify, except that he is not apt to think like one of
the theoretical antagonists in the Theory of Games. Before a sociologist rejects this
answer out of hand for its horrid profie-seeking implications, he will do well to ask
himself if he can offer any other answer to the question posed. I think he will find
that he cannot. Yet experiments designed to test the truth of the answer are extraor-
dinarily rare.

I shall review one that seems to me to provide a little support for the theory,
though it was not meant to do so. The experiment is reported by H. B. Gerard,
a member of the Festinger-Schachter team, under the title “The Anchorage of
Opinions in Face-to-Face Groups.”" The experimenter formed artificial groups whose
members met to discuss a case in industrial relations and to express their opinions
about its probable outcome. The groups were of two kinds: high-attraction groups,
whose members were told that they would like one another very much, and low-
attraction groups, whose members were told that they would not find one another
-particularly likable.

At a later time the experimenter called the members in separately, asked them
again to express their opinions on the outcome of the case, and counted the
aumber that had changed their opinions to bring them into accord with those of
other members of their groups. At the same time, a paid participant entered into
a further discussion of the case with each member, always taking, on the probable
outcome of the case, a position opposed to that taken by the bulk of the other
members of the group to which the person belonged. The experimenter counted
the number of persons shifting toward the opinion of the paid participant.

The experiment had many interesting results, from which I choose only those
summed up in tables 5.1 and 5.2. The three different agreement classes are made
up of people who, at the original sessions, expressed different degrees of agreement
with the opinions of other members of their groups. And the figure 44, for instance,
means that, of all members of high-attraction groups whose initial opinions were
strongly in disagreement with those of other members, 44 percent shifted their
opinion later toward that of others.

Table 5.1 Percentage of subjects changing toward someone in the group

Agreement Mild disagreement Strong disagreement

High attraction 0 i2 44
Low attraction 0 15 9
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Table 5.2 Percentage of subjects changing toward the paid participant

Agreement Mild disagreement Strong disagreement

High attraction 7 13 25
Low attraction 20 38 8

In these results the experimenter seems to have been interested only in the
differences in the sums of the rows, which show that there is more shifting toward
the group, and less shifting toward the paid participant, in the high-attraction than
in the fow-attraction condition. This is in line with a proposition suggested earlier.
If you think thar the members of a group can give you much - in this case, liking
— you are apt to give them much ~ in this case, a change to an opinion in accordance
with their views ~ or you will not get the liking. And, by the same token, if the
group can give you little of value, you will not be ready to give it much of value.
Indeed, you may change your opinion so as to depart from agreement even further,
to move, that is, toward the view held by the paid participant.

So far so good, but, when I first scanned these tables, I was less struck by the
difference between them than by their similarity. The same classes of people in both
tables showed much the same relative propensities to change their opinions, no
matter whether the change was toward the group or toward the paid participant.
We see, for instance, that those who change least are the high-attraction, agree-
ment people and the low-attraction, strong-disagreement ones. And those who change
most are the high-attraction, strong-disagreement people and the low-attraction,
mild-disagreement ones.

How am I to interpret these particular results? Since the experimenter did not
discuss them, I am free to offer my own explanation. The behavior emitted by the
subjects is opinion and changes in opinion. For this behavior they have learned o
expect two possible kinds of reinforcement. Agreement with the group gets the sub-
ject favorable sentiment {acceptance) from it, and the experiment was designed to
give this reinforcement a higher value in the high-attraction condition than in the
low-attraction one. The second kind of possible reinforcement is what I shall call
the “maintenance of one’s personal integrity,” which a subject gets by sticking to
his own opinion in the face of disagreement with the group. The experimenter does
not mention this reward, but I cannot make sense of the results without something
much like it. In different degrees for different subjects, depending on their initial
positions, these rewards are in competition with one another: they are alternatives.
They are not absolutely scarce goods, but some persons cannot gee both at once.

Since the rewards are alternatives, let me introduce a familiar assumption from
economics ~ that the cost of a particular course of action is the equivalent of
the forgone value of an alternative!® — and then add the definition: Profit =
Reward — Cost.

Now consider the persons in the corresponding cells of the two tables. The
behavior of the high-attraction, agreement people gets them much in the way of
acceptance by the group, and for it they must give up littde in the way of personal
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integrity, for their views are from the start in accord with those of the group. Their
profit is high, and they are not prone to change their behavior, The low-attraction,
strong-disagreement people are getting much in integrity, and they are not giving
up for it much in valuable acceptance, for they are members of low-attraction groups.
Reward less cost is high for them, too, and they change little, The high-attraction,
strong-disagreement people are getting much in the way of integrity, but their costs
in doing so aze high, too, for they are in high-attraction groups and thus forgoing
much valuable acceptance by the group. Their profit is low, and they are very apt
to change, either toward the group or toward the paid participant, from whom they
think, perhaps, they will get some acceptance while maintaining some integrity. The
low-attraction, mild-disagreement people do not get much in the way of integrity,
for they are only in mild disagreement with the group, but neither are they giving
up much m acceptance, for they are members of low-atteaction groups. Their rewards
are low; their costs are low too, and their profit — the difference berween the two
—is also low. In their low profit they resemble the high-attraction, strong-disagreement
people, and, like them, they are prone to change their opinions, in this case, more
toward the paid participant. The subjects in the other two cells, who have medium
profits, display medium propensities to change.

If we define profit as reward less cost, and if cost is value forgone, I suggest that
we have here some evidence for the proposition that change in behavior is great-
est when perceived profit is least, This constitiztes no direct demonstration that change
in behavior is least when profit is greatest, but if, whenever a man’s behavior brought
him a balance of reward and cost, he changed his behavior away from what got
him, uader the circumstances, the less profit, there might well come a time when
his behavior would not change further. That is, his behavior would be stabilized,
at least for the time being. And, so far as this were true for every member of a
group, the group would have a social organization in equilibrium.

I do not say that a member would stabilize his behavior at the point of greatest
conceivable profit to himself, because his profit is partly at the mercy of the beha-
vior of others. It is a commonplace that the short-run pursuit of profit by several
persons often lands them in positions where all are worse off than they might con-
ceivably be. I do not say that the paths of behavioral change in which a member
pursues his profit under the condition that others are pursuing theirs too are easy
to describe or predict; and we can readily conceive that in jockeying for position
they might never arrive at any equilibrium at all.

Distributive Justice

Yet practical equilibrium is often observed, and thus some further condition may
make its attainment, under some circumstance, more probable than would the indi-
vidual pursuit of profit left to itself. T can offer evidence for this further condition
only in the behavior of subgroups and not in that of individuals. Suppose that there
are two subgroups, working close together in a factory, the job of one being some-
what different from that of the other. And suppose that the members of the first
complain and say: “We are getting the same pay as they are. We ought to get just
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a couple of dollars a week more to show that our work is more responsible.” When
you ask them what they mean by “more responsible,” they say that, if they do
their work wrong, more damage can result, and so they are under more pressure
to take care.”’ Something like this is a common feature of industrial behavior. It is
at the heart of disputes not over absolute wages but over wage differentials — indeed,
at the heart of disputes over rewards other than wages.

In what kind of propostion may we express observations like these? We may say
that wages and responsibility give status in the group, in the sense that a man who
takes high responsibility and gets high wages is admired, other things equal. Then,
if the members of one group score higher on responsibility than do the members
of another, there is a felt need on the part of the first to score higher on pay too.
There is a pressure, which shows itself in complaints, to bring the stamus factors,
as | have called them, into line with one another. If they are in line, a condition
of status congruence is said to exist. In this condition the workers may find their
jobs dull or irksome, but they will not complain about the relative position of groups.

But there may be a more illuminating way of looking at the matter. In my
example I have considered only responsibility and pay, but these may be enough,
for they represent the two kinds of thing that come into the problem. Pay is clearly
a reward; responsibility may be looked on, less clearly, as 2 cost. It means con-
straint and worry — or peace of mind forgone. Then the proposition about status
congruence becomes this: If the costs of the members of one group are higher than
those of another, distributive justice requires that their rewards should be higher
too. Bur the thing works both ways: If the rewards are higher, the costs should be
higher too. This last is the theory of noblesse oblige, which we all subscribe to,
though we all laugh at it, perhaps because the noblesse often fails to oblige. To
put the matter in terms of profit: though the rewards and costs of two persons or
the members of two groups may be different, yet the profits of the two — the excess
of reward over cost — should tend to equality. And more than “should.” The less-
advantaged group will at least try to attain greater equality, as, in the example
I have used, the first group tried to increase its profit by increasing its pay.

I have talked of distributive justice. Clearly, this is not the only condition
determining the actual distribution of rewards and costs. At the same time, never
tell me that notions of justice are not a strong influence on behavior, though we
sociologists often neglect them. Distributive justice may be one of the conditions
of group equilibrium.

Exchange and Social Structure

I shall end by reviewing almost the only study I am aware of that begins to show
in detail how a stable and differentiated social structure in a real-fife group might
arise out of a process of exchange between members. This is Peter Blau’s descrip-
tion of the behavior of sixteen ageats in a federal law-enforcement agency.™

The agents had the duty of investigating firms and preparing reports on the firms’
compliance with the law, Since the reports might lead ro legal action against the
firms, the agents had to prepare them carefully, in the proper form, and take strict
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account of the many regulations that might apply. The agents were often in doubt
what they should do, and then they were supposed to take the question to their
supervisor. This they were reluctant to do, for they naturally believed that thus

confessing to him their inability to solve a problem would reflect on their com-

petence, affect the official ratings he made of their work, and so hurt their chances
for promotion. So agents often asked other agents for help and advice, and, though
this was nominally forbidden, the supervisor usually ler it pass.

Blau ascertained the ratings the supervisor made of the agents, and he also asked
the agents to rate one another. The two opinions agreed closely. Fewer agents were
regarded as highly competent than were regarded as of middle or low competence;
competence, or the ability to solve technical problems, was a fairly scarce good.
One or two of the more competent agents would not give help and advice when
asked, and so received few interactions and little liking. A man that will not exchange,
that will not give you what he has when vou need it, will not get from you the
only thing you are, in this case, able to give him in return, your regard.

But most of the more competent agents were willing to give help, and of them
Blau says:

A consulration can be considered an exchange of values: both participants gain
something, and both have to pay a price. The guestioning agent is enabled to perform
better than he could otherwise have done, without exposing his difficulties to his super-
visor. By asking for advice, he implicitly pays his respect to the superior proficiency
of his colleague. This acknowledgment of inferiority is the cost of receiving assistance.
The consultant gains prestige, in return for which he is willing to devote some time
to the consultation and permit it to disrupt his own work. The following remark of
an agent illustrates this: “I like giving advice. It's flattering, I suppose, if you feei that
others come to you for advice.”?

Blan goes on o say: “All agents liked being consulted, bur the value of any one
of very many consultations became deflated for experts, and the price they paid in
frequent interruptions became inflated.”® This implies that, the more prestige an
agent received, the less was the increment of value of that prestige; the more advice
an agent gave, the greater was the increment of cost of that advice, the cost lying
precisely in the forgone value of time to do his own work. Blan suggests that
something of the same sort was true of an agent who went 1o a more competent
colleague for advice: the more often he went, the more costly to him, in feelings
of inferiority, became any further request. “The repeated admission of his inabil-
ity to solve his own problems . . . undermined the seif-confidence of the worker and
his standing in the group.”¥

The result was that the less competent agents went to the more competent ones
for help less often than they might have done if the costs of repeated admissions
of inferiority had been less high and thar, while many agents sought out the few
highly competent ones, no single agent sought out the latter much. Had they done
50 (to look at the exchange from the other side), the costs to the highly comperent
in interruptions to their own work would have become exorbitant. Yer the need
of the less competent for help was still not fully satisfied. Under these circumstances
they tended to turn for kelp to agents more nearly like themselves in competence.
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Though the help they got was not the most valuable, it was of a kind they could
themselves return on occasion. With such agents they could exchange help and
liking, without the exchange becoming on either side too great a confession of
inferiority.

The highly competent agents tended to enter into exchanges, that is, to interact
with many others. But, in the more equal exchanges 1 have just spoken of, less
competent agents tended to pair off as partners. That is, they interacted with a smaller
number of people, but interacted often with these few. I think I could show why
pair relations in these more equal exchanges would be more economical for an agent
than a wider distribution of favors. But perhaps I have gone far enough. The
final pattern of this social structure was one in which a small number of highly
competent agents exchanged advice for prestige with a large number of others less
competent and in which the less cornpetent agents exchanged, in pairs and in trios,
both help and liking on more nearly equal terms.

Blau shows, then, that a social structure in equilibrium might be the resuft of a
process of exchanging behavior rewarding and costly in different degrees, in which
the increment of reward and cost varied with the frequency of the behavior, that
is, with the frequency of interaction. Note that the behavior of the agents seems
also to have satisfied my second condition of equilibrium: the more competent agenss
took more responsibility for the work, either their own or others’, than did the less
competent ones, but they also got more for it in the way of prestige. I suspect that
the same kind of explanation could be given for the structure of many “informal”
groups.

Summary

The current job of theory in smali-group research is to make the connection
between experimental and reallife studies, to consolidate the propositions that
empiricaily hold good in the two fields, and to show how these propositions might
be derived from a still more general set. One way of doing this job would be ro
revive and make more rigorous the oldest of theories of social behavior — social
behavior as exchange.

Some of the statements of such 2 theory might be the following. Social
behavior is an exchange of goods, material goods but also non-material ones, such
as the symbols of approval or prestige. Persons that give much to others try to get
much from them, and persons that ger much from others are under pressure to give
much to them. This process of influence tends to work out at equilibrium to a
balance in the exchanges. For a person engaged in exchange, what he gives may
be a cost to him, just as what he gets may be a reward, and his behavior changes
less as profit, that is, reward less cost, tends to a maximum. Not only does he seek
a maximum for himself, but he tries to see to it that no one in his group makes
more profit than he does. The cost and the value of what he gives and of what he
gets vary with the quantity of what he gives and gets. It is surprising how familiar
these propositions are; it is surprising, too, how propositions about the dynamics
of exchange can begin to generate the static thing we call “group structure” and,
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in so doing, generate also some of the propositions about group structure that
students of real-life groups have stated.

In our unguarded moments we sociologists find words like “reward” and “cost”
slipping into what we say. Human nature will break in upon even our most
elaborate theories, But we seldom let it have its way with us and follow up
systematically what these words imply.”® Of all our many “approaches” to socia
behavior, the one that sees it as an economy is the most neglected, and yet it is the
one we use every moment of our lives — except when we write sociology.
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Chapter 6

Exchange and Power in Social Life [1964]

Peter M. Blau

Basic Processes

The basic social processes that govern associations among men have their roots in
primitive psychological processes, such as those underlying the feelings of attraction
between individuals and their desires for various kinds of rewards. These psycho-
logical tendencies are primitive only in respect to our subject matter, that is, they
are taken as given without further inquiry into the motivating forces that produce
them, for our concern is with the social forces that emanate from them.

The simpler social processes that can be observed in interpersonal associations
and that rest directly on psychological dispositions give rise to the more complex
social processes that govern structures of interconnected social associations, such as
the social organization of a factory or the political relations in a community. New
social forces emerge in the increasingly complex social structures that develop in
societies, and these dynamic forces are quite removed from the ultimate psycholog-
ical base of all social life. Although complex social systems have their foundation
in simpler ones, they have their own dynamics with emergent properties. In this
section, the basic processes of social associations will be presented in broad strokes,
to be analyzed subsequently in greater detail, with special attention to their wider
implications.

Social attraction is the force that induces human beings to establish social associ-
ations on their own initiative and to expand the scope of their associations once
they have been formed. Reference here is to social relations into which men enter
of their own free will rather than to either those into which they are born (such
as kinship groups) or those imposed on them by forces beyond their control (such
as the combat teams to which soldiers are assigned), although even in these invol-
untary refations the extent and intensity of the association depend on the degree

Peter M. Blau, “Exchange and Power in Social Life,” pp. 19-31, 91-5 from Peter M. Blau,
Exchange and Power in Social Life (New York: John Wiley and Sons, 1964). Copyright ©
1964 by Peter M. Blau. Reprinted by permission of Judith Blau.
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of mutual attraction. An individual is attracted to another if he expects associat-
ing with him ro be in some way rewarding for himself, and his interest in the expected
social rewards draws him to the other. The psychological needs and dispositions
of individuals determine which rewazds are particularly salient for them and thus
to whom they will be atzracted. Whatever the specific motives, there is an import-
ant difference between the expectation that the association will be an intrinsically
rewarding experience and the expectation thart it will furnish extrinsic benefits, for
example, advice. This difference calls attention ro two distinct meanings of the
term “attraction” and its derivatives. In its narrower sense, social attraction refers
to liking another person intrinsically and having positive feelings toward him; in
the broader sense, in which the term is now used, social attraction refers to being
drawn to ancther person for any reason whatsoever. The customer is attracted in
this broader sense to the merchant who sells goods of a given quality at the low-
est price, but he has no inwinsic feelings of attraction for him, unless they happen
to be friends.

A person who is attracted to others is interested in proving himself attractive to
them, for his ability to associate with them and reap the benefits expected from
the association is contingent on their finding him an attractive associate and thus
wanting to interact with him. Their attraction to him, just as his to them, depends
on the anticipation that the association will be rewarding. To arouse this anticipa-
flon, & person tries to impress others. Attempts to appear impressive are pervasive
in the carly stages of acquaintance and group formation. Impressive qualities make
a person attractive and promise that associating with him will be rewarding. Murual
attraction prompts people to establish an association, and the rewards they provide
each other in the course of their social interaction, unless their expectations are
disappointed, maintain their mutual attraction and the continuing association.

Processes of social attraction, therefore, lead to processes of social exchange. The
nature of the exchange in an association experienced as intrinsically rewarding, such
as a love relationship, differs from that between associates primarily concerned with
extrinsic benefits, such as neighbors who help one another with various chores, but
exchanges do occur in either case. A person who furnishes needed assistance to
associates, often at some cost to himseif, obligates them to reciprocate his kindness.
Whether reference is to instrumental services or to such intangibles as social approval,
the benefits each supplies to the others are rewards that serve as inducements to
continue to supply benefits, and the integrative bonds created in the process fortify
the social relationship.

A sitnation frequently arises, however, in which one person needs something another
has to offer, for example, kelp from the other in his work, but has nothing the other
needs to reciprocate for the help. While the other may be sufficiently rewarded by
expressions of gratitude to help him a few times, he can hardly be expected regu-
larly to devote time and effort to providing help without receiving any return to
compensate him for his troubles. (In the case of intrinsic ateraction, the only return
expected is the willingness to continue the association.} The person in need of
recurrent services from an associate to whom he has nothing to offer has several
alternatives. First, he may force the other to give him help. Second, he may obtain
the help he needs from another source. Third, he may find ways to get along
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without such help.' If he is unable or unwilling to choose any of these alternatives,
however, there is only one other course of action left for himy he must subordinate
himself to the other and comply with his wishes, thereby rewarding the other with
power over himself as an inducement for furnishing the needed help. Willingness
to comply with another’s demands is a generic social reward, since the power it
gives him is a generalized means, parallel to money, which can be used to attain a
variety of ends. The power to command compliance is equivalent to credit, which
a man can draw on in the futare to obtain various benefits at the disposal of those
obligated to him.” The unilateral supply of important services establishes this kind
of credit and thus is a source of power.

Exchange processes, then, give rise to differentiation of power. A person who
commands services others need, and who Is independent of any at their command,
atfains power over others by making the satisfaction of their need contingent on
their compliance, This principle is held to apply to the most intimate as well as the
most distant social relations. The girl with whom a boy is in love has power over
him, since his eagerness to spend much time with her prompts him to make their
time together especially pleasant for her by acceding to her wishes. The employer
can make workers comply with his directives because they are dependent on his
wages, To be sure, the superior’s power wanes if subordinates can resort to coer-
cion, have equally good alternatives, or are able to do without the benefits at his
disposal. But given these limiting conditions, unilateral services that meet basic needs
are the penultimate source of power. Its ultimate source, of course, is physical
coercion. While the power that rests on coercion is more absolute, however, it is
also more limited in scope than the power that derives from met needs.

A persor: on whom others are dependent for vital benefits has the power to enforce
his demands. He may make demands on them that they consider fair and just in
relation to the benefits they receive for submirtting to his power. On the other hand,
he may lack such restraint and make demands that appear excessive to them, arous-
ing feelings of exploitation for having to render more compliance than the rewards
received justify. Social norms define the expectations of subordinates and their
evalnations of the superior’s demands. The fair exercise of power gives rise to approval
of the superior, whereas unfair exploitation promotes disapproval. The greater the
resources of a person on which his power rests, the easier it is for him to refrain
from exploiting subordinates by making excessive demands, and consequently the
better are the chances that subordinates will approve of the fairness of his rule rather
than disapprove of its unfairness.

There are fundamental differences between the dynamics of power in a collective
situation and the power of one individual over another. The weakness of the isolated
subordinate limits the significance of his approval or disapproval of the superior. The
agreement that emerges in a collectivity of subordinates concerning their judgment
of the superior, on the other hand, has far-reaching implications for developments
in the social structure.

Collective approval of power legitimates that power. People who consider that
the advantages they gain from a superior’s exercise of power ourweigh the hard-
ships that compliance with his demands imposes on them tend to communicate o
each other their approval of the ruler and their feelings of obligation to him. The
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consensus that develops as the result of these communications finds expression
in group pressures that promote compliance with the ruler’s directives, thereby
strengthening his power of control and legitimating his authority. “A feeling of obliga-
tion to obey the commands of the established public authority is found, varying in
liveliness and effectiveness from one individual to another, among the members of
any political society.”? Legitimate authoricy is the basis of organization. It makes it
possible to organize collective effort to further the achievement of various objectives,
some of which could not be atrained by individuals separately at all and others
that can be attained more effectively by coordinating efforts. Although power that
is not legitimated by the approval of subordinates can also be used to organize them,
the stability of such an organization is highly precarious.

Collective disapproval of power engenders opposition. People who share the
experience of being exploited by the unfair demands of those in positions of power,
and by the insufficient rewards they receive for their contributions, are likely to
communicate their feelings of anger, frustration, and aggression to each other. There
tends to arise a wish to retaliate by striking down the existing powers. “As every
man doth, so shall it be done to him, and retaliation seems to be the great law that
is dictated to us by nature.” The social support the oppressed give each other in
the course of discussing their common grievances and feelings of hostility justifies
and reinforces their aggressive opposition against those in power. It is out of such
shared discontent that opposition ideologies and movements develop — that men
organize a union against their employer or a revolutionary party against their
government.

In brief, differentiation of power in a collective situation evokes contrasting dynamic
forces: legitimating processes that foster the organization of individuals and groups
in common endeavors; and countervailing forces that deny legitimacy to existing
powers and promote opposition and cleavage. Under the influence of these forces,
the scope of legitimate organization expands to include ever larger collectivities,
but opposition and conflict recurrently redivide these collectivities and stimulate
reorganization along different lines,

The distinctive characteristic of complex social structures is that their constituent
elements are also social structures. We may call these structures of interrelated groups
“macrostructures” and those composed of interacting individuals “microstruc-
tures.” There are some parailels between the social processes in microstructures
and macrostructures. Processes of social attraction create integrative bonds
between associates, and integrative processes also unite various groups in a com-
munity. Exchange processes between individuals give rise to differentiation among
them, and intergroup exchanges further differentiation among groups. Individuals
become incorporated in legitimate organizations, and these in turn become part
of broader bodies of legitimate authority. Opposition and conflict occur not only
within collectivities but also between them. These parallels, however, must not
conceal the fundamental differences between the processes that govern the inter-
personal associations in microstructures and the forces characteristic of the wider
and more complex social relations in macrostructures.

First, value consensus is of crucial significance for social processes that pervade
complex social structures, because standards commonly agreed upon serve as
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mediating links for social transactions between individuals and groups without any
direct contact. Sharing basic values creates integrative bonds and social solidarity
among millions of people in a society, most of whom have never met, and serves
as functional equivalent for the feelings of personal attraction that unite pairs of
associates and small groups. Comumon standards of valuation produce media of
exchange — money being the prototype but not the only one — which alone make
it possible to transcend personal transactions and develop complex networks of
indirect exchange. Legitimating values expand the scope of centralized control far
beyond the reach of personal influence, as exemplified by the authority of a legit-
imate government. Opposition ideals serve as rallying points to draw together strangers
from widely dispersed places and unite them in a common cause. The study of these
problems requires an analysis of the significance of social values and norms that
must complement the analysis of exchange transactions and power relations but
must not become a substitute for it.

A second emergent property of macrostructures is the complex interplay between
the internal forces within substructures and the forces that connect the diverse
substructures, some of which may be microstructures composed of individuals while
others may themselves be macrostructures composed of subgroups. The processes
of integration, differentiation, organization, and opposition formation in the various
substructures, which often vary greatly among the substructures, and the corresponding
processes in the macrostructure all have repercussions for each other. A systematic
analysis of these intricate patrterns would have to constitute the core of a general
theory of social structures.

Finally, enduring institutions typically develop in macrostructures. Established
systems of legitimation raise the question of their perpetuation through time. The
strong identification of men with the highest ideals and most sacred beliefs they
share makes them desirous to preserve these basic values for succeeding generations.
The investments made in establishing and expanding a legitimate organization create
an Interest in stabilizing it and assuring its survival in the face of opposition attacks.
For this purpose, formalized procedures are instituted that make the organization
independent of any individual member and permit it to persist beyond the life span
or pesiod of tenure of its members. Institutionalization refers to the emergence of
social mechanisms throngh which social values and norms, organizing principles,
and knowledge and skills are transmitted from generation to generation. A society’s
institutions constitute the social matrix in which individuals grow up and are
socialized, with the resuit that some aspects of institutions are reflected in their own
personalities, and others appear to them as the inevitable external conditions of
human existence. Traditional institutions stabilize social life but also introduce
rigidities that make adjustment to changing conditions difficult. Opposition move-
ments may arise to promote such adjustment, vet these movements themselves tend
to become institutionalized and rigid in the course of time, creating needs for fresh
oppositions. . . .

There is a strain toward imbalance as well as toward reciprocity in social associ-
ations. The term “balance” itself is ambiguous inasmuch as we speak not only of
balancing our books but also of a balance in our favor, which refers, of course, to
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a lack of equality between inputs and outputs. As a matter of fact, the balance of
the accounting sheet merely rests, in the typical case, on an underlying imbalance
between income and outlays, and so do apparent balances in social life. Individuals
and groups are interested in, at least, maintaining a balance between inputs and
outputs and staying out of debt in their social transactions; hence the strain toward
reciprocity. Their aspirations, however, are to achieve a balance in their favor and
accumulate credit that makes their status superior to that of others; hence the strain
toward imbalance.

Arguments about equilibrium — that all scientific theories must be conceived in
terms of equilibrium models or that any eguilibrium model neglects the dynamics
of real life — ignore the important point that the forces sustaining equilibrium on
one level of social life constitute disequilibrating forces on other fevels. For supply
and demand to remain in equilibrium in a market, for example, forces must exist
that continually disturb the established patterns of exchange. Similarly, the circula-
tion of the elite, an equilibrium model, rests on the operation of forces that create
imbalances and disturbances in the various segments of society. The principle
suggested is that balanced social states depend on imbalances in other social states;
forces that restore equilibrium in one respect do so by creating disequilibrium in
others. The processes of association described ilfustrate this principle.

A person who is attracted to another will seek to prove himself attractive to the
other. Thus a boy who is very much attracted to a girl, more so than she is to him,
is anxious to make himself more attractive to her. To do so, ke will try to impress
her and, particularly, go out of his way to make associating with him an especially
rewarding experience for her. He may devote a fot of thought to finding ways to
please her, spend much money on her, and do the things she likes on their dates
rather than those he would prefer. Let us assume that he is successful and she becomes
as attracted to him as he is to her, that is, she finds associating with him as reward-
ing as he finds associating with her, as indicated by the fact that both are equally
eager to spend time together.

Astraction is now reciprocal, but the reciprocity has been established by an
imbalance in the exchange. To be sure, both obtain satisfactory rewards from the
association at this stage, the boy as the result of her willingness to spend as much
time with him as he wants, and the girl as the result of his readiness to make their
dates enjoyable for her. These reciprocal rewards are the sources of their mutual
attraction. The contributions made, however, are in imbalance. Both devote time
to the association, which involves giving up alternative opportunities, but the boy
contributes in addition special efforts to please her. Her company is sufficient reward
by itself, while his is not, which makes her “the more useful or otherwise superior”
in terms of their own evaluations, and he must furnish supplementary rewards to
produce “equality in a sense between the parties.” Although two lovers may, of
course, be equally anxious to spend time together and to please one another, it
is rare for a perfect balance of mutual affection to develop spontaneously. The
reciprocal attraction in most intimate relations — marriages and lasting friendships
as well as more temporary attachments — is the result of some imbalance of con-
tributions that compensates for inegualities in spontaneous affection, notably in the
form of one partner’s greater willingness to defer to the other’s wishes. . . .

| Exchange and Power in Sociaf Life _ _oﬂ

The theoretical principle that has been advanced is that a given balance in social
associations is produced by imbalances in the same associations in other respects.
This principle, which has been illustrated with the imbalances that underlie recip-
rocal attraction, also applies to the process of social differentiation. A person who
supplies services in demand to others obligates them to reciprocate. If some fail to
reciprocate, he has strong inducernents to withhold the needed assistance from them
in order to supply it to others who do repay him for his troubles in some form.
Those who have nothing else to offer hi at would be a satisfactory return for his
services, therefore, are under pressur defer to his wishes and comply with his
requests in repayment for his assistance .M.w@m. compliance with his demands gives
him the power to utilize their resources at*his’ discretion to further his own ends.
By providing unifateral benefits to others, a person accumulates a capital of willing
compliance on which he can draw whenever it is to his interest to impose his will
upon others, within the limits of the significance the continuing supply of his benefits
has for them. The general advantages of power enable men who cannot otherwise
repay for services they need to obtain them in return for their compliance; although
in the extreme case of the person who has much power and whose benefits are in
great demand, even an offer of compliance may not suffice to obtain then,

Here, an imbalance of power establishes reciprocity in the exchange. Unilateral
services give rise to a differentiation of power that equilibrates the exchange. The
exchange balance, in fact, rests on two imbalances: unilateral services and unilat-
eral power. Although these two imbalances make up a balance or equilibrium in
terms of one perspective, in terms of another, which is equally valid, the exchange
equilibrium reinforces and perpetuates the imbalances of dependence and power
that sustain it. Power differences not only are an imbaiance by definition but also are
actually experienced as such, as indicated by the tendency of men to escape from
domination if they can. Indeed, 2 major impetus for the eagerness of individuals
to discharge their obligations and reciprocate for services they receive, by providing
services in return, is the threat of becoming ctherwise subject to the power of the
supplier of the services. While reciprocal services create an interdependence that
balances power, unilateral dependence on services maintains an imbalance of power.

Differentiation of power evidently constitutes an imbalance in the sense of an
inequality of power; but the question must be raised whether differentiation of power
also necessarily constitutes an imbalance in the sense of a strain toward change in
the structure of social refations. Power differences as such, analytically conceived
and abstracted from other considerations, create such a pressure toward change,
because it can be assumed that men experience having to submit to power as a
hardship from which they would prefer to escape. The advantages men derive
from their ruler or government, however, may outweigh the hardships entailed in
submitting to his or its power, with the result that the analytical imbalance or dis-
turbance introduced by power differences is neutralized, The significance of power
imbalances for social change depends, therefore, on the reactions of the governed
to the exercise of power.

Social reactions to the exercise of power reflect once more the principle of recipro-
city and imbalance, although in a new form. Power over others makes it possible
to direct and organize their activities. Sufficient resources to command power over
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large numbers enable a person or group to establish a large organization. The
members recruited to the organization receive benefits, such as financial remuner-
ation, in exchange for complying with the directives of superiors and making
various contributions to the organization. The leadership exercises power within
the organization, and it derives power from the organization for use in relation
with other organizations or groups. The clearest illustration of this double power
‘of organizational leadership is the army comumander’s power over his own soldiers
and, through the force of their arms, over the enemy. Another example is the power
business management exercises over its own employees and, through the strength
of the concern, in the market. The greater the external power of an organization,
the greater are its chances of accumulating resources that put rewards at the dis-
posal of the leadership for possible distsibution among the members.

The normative expectations of those subject to the exercise of power, which
are rooted in their social experience, govern their reactions to it. In terms of these
standards, the benefits derived from being part of an organization or political
society may outweigh the investments required to obtain them, or the demands made
on members may exceed the returns they receive for fulfilling these demands. The
exercise of power, therefore, may produce two different kinds of imbalance, a pos-
itive imbalance of benefits for subordinates or a negative imbalance of exploitation
and oppression.

If the members of an organization, or generally those subject to a governing lead-
ership, commonly agree that the demands made on them are only fair and just in
view of the ample rewards the leadership delivers, joint feelings of obligation and
loyaity to superiors will arise and bestow legitimating approval on their authosity.
A positive imbalance of benefits generates legitimate authority for the leadership
and thereby strengthens and extends its controlling influence. By expressing legiti-
mating approval of, and loyalty to, those who govern them subordinates recipro-
cate for the benefits their leadership provides, but they simultaneously fortify the
imbalance of power in the social structure.

1f the demands of the men who exercise power are experienced by those sub-
ject to it as exploitative and oppressive, and particularly if these subordinates have
been unsuccessful in obtaining redress for their grievances, their frustrations tend
to promote disapproval of existing powers and antagonism toward them. As the
oppressed communicate their anger and aggression to each other, provided there are
opportunities for doing so, their mutual support and approval socially justify and
reinforce the negative orientation toward the oppressors, and their collective hos-
tility may inspire them to organize an opposition. The exploitative use of coercive
power that arouses active opposition is more prevalent in the relations between organ-
izations and groups than within organizations. Two reasons for this are that the
advantages of legitimating approval restrain organizational superiors and that the
effectiveness of legitimate authority, once established, obviates the need for coercive
measures. But the exploitative use of power also occurs within organizations, as unions
organized in opposition to exploitative employers show. A negative imbalance for
the subjects of power stimulates opposition. The opposition negatively reciprocates,
or retaliates, for excessive demands in an attempt to even the score, but it simult-
aneously creates conflict, disequilibrium, and imbalance in the social structure.®
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Even in the relatively simple structures of social association considered here,
balances in one respect entail imbalances in others. The interplay between equili-
brating and disequilibrating forces is still more evident, if less easy to unravel, in
complex macrostructures with their cross-cutting substructures, where forces thas
sustain reciprocity and balance have disequilibrating and imbalancing repercussions
not only on other levels of the same substructure but also on other substructures.
As we shall see, disequilibrating and re-equilibrating forces generate a dialectical
pattern of change in social structures.

Unspecified Obligations and Trust

The concept of exchange can be circumscribed by indicating two limiting cases. An
individual may give another money because the other stands in front of him with
a gun in a holdup. While this could be conceptualized as an exchange of his money
for his life, it seems preferable to exclude the result of physical coercion from the
range of social conduct encompassed by the term “exchange.” An individual may
also give away money because his conscience demands that he help support the
underprivileged and without expecting any form of gratitude from them. While this
Q.EE be conceptualized as an exchange of his money for the internal approval of
his super-ego, here again it seems preferable to exclude conformity with internal-
ized norms from the purview of the concept of social exchange. A social exchange
is involved if an individual gives money to a poor man because he wants to receive
the man’s expressions of graticude and deference and if he ceases to give alms to
beggars who withhold such expressions.

“Social exchange,” as the term is used here, refers to voluntary actions of
Fﬁmiaﬁm_m that are motivated by the returns they are expected to bring_and
typicaily 4o 1 facT bring from Gthers. Action comipelled by physical coercion is
not voluntary, although compliance with other forms of power can be considered
a voluntary service rendered in exchange for the benefits such compliance produces,
as already indicated. Whereas conformity with internalized standards does not fall
under the definition of exchange presented, conformity to social pressures tends to
entail indirect exchanges. Men make charitable donations, not to earn the grati-
tude of the recipients, whom they never see, but to earn the approval of their peers
who participate in the phifanthropic campaign. Donations are exchanged for social
approval, though the recipients of the donations and the suppliers of the approval
are not identical, and the clarification of the connection between the two requires
an analysis of the complex structures of indirect exchange. Qur concern now is
with the simpler direct exchanges.

The need to reciprocate for benefits received in order to continue receiving them
serves as a “starting mechanism” of social interaction and group structure, as Gouldner
has pointed out.®* When people are thrown together, and before common norms or
goals or role expectations have crystallized among them, the advantages to be gained
from entering into exchange relations furnish incentives for social interaction, and
the exchange processes serve as mechanisms for regulating social interaction, thus
fostering the development of a network of social relations and a rudimentary group
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structure. Eventually, group norms to regulate and hmit the exchange transactions
emerge, including the fundamental and ubiquitous norm of reciprocity, which makes
failure to discharge obligations subject to group sanctions. In contrast to Gouldner,
however, it is held here that the norm of reciprocity merely reinforces and stabil-
izes tendencies inherent in the character of social exchange itself and that the
fundamental starting mechanism of patterned social intercourse is found in the
existential conditions of exchange, not in the norm of reciprocity. It 1s a necessary
condition of exchange that individuals, in the interest of continuing to receive needed
services, discharge their obligations for having received them in the past. Exchange
processes utilize, as it were, the self-interests of individuals ro produce a differen-
tiated social structure within which norms tend to develop that require individuals
to set aside some of their personal interests for the sake of those of the collectivity.
Not all social constraints are normative constraints, and those imposed by the nature
of social exchange are not, at least, not originally.

Social exchange differs in important ways from strictly economic exchange. The
basic and most crucial distinction is that social exchange entails unspecified obliga-
tions. The prototype of an economic transaction rests on a formal contract that
stipulates the exact quantities to be exchanged. The buyer pays $30,000 for a specific
house, or he signs a contract to pay that sum plus interest over a period of years.
Whether the entire transaction is consummared at a given time, in which case the
contract may never be written, or not, all the transfers to be made now or in the
furure are agreed upon at the time of sale. Social exchange, in contrast, involves the
principle that one person does another a favor, and while there is a general expec-
tation of some future rerurn, its exact nature is definitely not stipulated in advance.
The distinctive implications of such unspecified obligations are brought into high
relief by the institutionalized form they assume in the Kula discussed by Malinowski:

The main principle underlying the regulations of actual exchange is that the Kula
consists in the bestowing of a ceremonial gift, which has to be repaid by an equi-
valent counter-gift after a lapse of time. . . . But it can never be exchanged from hand
to hand, with the equivalence between the ewo objecis being discussed, bargained about
and computed. . . . The second very important principle is that the equivalence of
the counter-gift is left to the giver, and it cannot be enforced by any kind of coercion.
... X the article given as a counter-gift is not equivalent, the recipient will be dis-
appointed and angry, but he has no direct means of redress, no means of coercing his
partner. ., .”

Social exchange, whether it is in this ceremonial form or not, involves favors that
create diffuse future obligations, not precisely specified ones, and the nature of the
return cannot be bargained about but must be left to the discretion of the one who
makes it. Thus, if a person gives a dinner party, he expects his guests to reciprocate
at some future date, But he can hardly bargain with them about the kind of party
to which they should invite him, although he expects them not simply to ask him
for a quick lunch if he had invited them to a formal dinner. Similarly, if a person
goes to some trouble on behalf of an acquaintance, he expects some expression of
gratitude, but he can neither bargain with the other over how to reciprocate nor
force him to reciprocate aft all.
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Since there is no way to assure an appropriate retarn for a favor, social exchange
requires trusting others to discharge their obligations. While the banker who makes
a loan 1o 2 man who buys a house does not have to trast him, although he hopes he
wiil not have to foreclose the mortgage, the individual who gives another an expen-
sive gift must trust him to reciprocate in proper fashion. Typically, however, exchange
relations evolve in a slow process, starting with minor transactions in which little
trust is required because little risk is involved. A worker may help a colleague a few
times. [f the colleague fails to reciprocate, the worker has lost little and can easily
protect himself against furcher loss by ceasing to furnish assistance. If the colleague
does reciprocate, perhaps excessively so out of gratitude for the volunteered help and
in the hope of receiving more, he proves himself trustworthy of continued and extended
favors. (Excessive reciprocation may be embarrassing, because it is a bid for a2 more
exrensive exchange relation than one may be willing to enter.) By discharging their
obligations for services rendered, if only to provide inducements for the supply of
more assistance, individuals demonstrate their trustworthiness, and the gradual expan-
sion of mutual service is accompanied by a parallel growth of mutual trust. Hence,
processes of social exchange, which may originate in pure self-interest, generate trust
in social relations through their recusrent and gradually expanding nwmmmnﬁmm.

Only social exchange tends to engender feelings of personal obligation
and trust; PATELY it-gxchange as such does not. An individual is obligated
to the banker who gives him a mortgage on his house merely in the technical
sense of owing him money, but he does not feel personally obligated in the sense
of experiencing a debt of gratitude to the banker, because all the banker’s services,
all costs and risks, are duly taken into account in and fully repaid by the interest
on the loan he receives. A banker who grants a loan without adequate collateral,
however, does make the recipient personally obligated for this favorable treatment,
precisely because this act of trust entails a social exchange that is superimposed
upon the strictly economic transaction.

In contrast to economic commodities, the benefits involved in social exchange
do not have an exact price in terms of a single guantitative medium of exchange,
which is another reason why social obligations are unspecific. It is essential to
realize that this is a substantive fact, not simply a methodological m. It is
ot just the social scientist who cannot exactly measure how much approval a given
helpful action is worth; the actors themselves cannot precisely specify the worth of
approval or of help in the absence of a money price. The obligations individuals
incur in social exchange, therefore, are defined only in general, somewhat diffuse
terms. Furthermore, the specific benefits exchanged are sometimes primarily valued
as symbols of the supportiveness and friendliness they express, and it is the exchange
of the underlying mutual support that is the main concern of the participants.
Occasionally, a time-consuming service of great material benefit to the recipient might
be properly repaid by mere verbal expressions of deep appreciation, since these are
taken to signify as much supportiveness as the material benefits.® In the long run,
however, the explicit efforts the associates in a peer relation make on one another’s
behalf tend to be in balance, if only because a persistent imbafance in these mani-
festations of good would raise questions about the reciprocity in the underlying
orientations of support and congeniality.
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Chapter 7

The Logic of Collective Action [1965]

Mancur Olson

The combination of individual interests and common interests in an organization
suggests an analogy with a competitive market. The firms in a perfectly competitive
industry, for example, have a common interest in a higher price for the industey’s
product. Since a uniform price must prevail in such a market, 2 firm cannot expect
a higher price for itse}f unless all of the other firms in the industry also have this
higher price. But a firm in a competitive market also has an interest in selling as
much as it can, until the cost of producing another unit exceeds the price of that
unit. In this there is no common interest; each firm’s interest is directly opposed to
that of every other firm, for the more other firms sell, the lower the price and income
for any given firm. In short, while all firms have a common interest in a higher price,
they have antagonistic interests where output is concerned. This can be illustrated
with a simple supply-and-demand model. For the sake of a simple argument, assume
that a perfectly cornpetitive industry is momentarily in a disequilibrinm position,
with price exceeding marginal cost for all firms at their present cutput. Suppose,
too, that all of the adjustments will be made by the firms already in the industry

. rather than by new entrants, and that the industry is on an inelastic portion of its

demand curve. Since price exceeds marginal cost for all firms, output will increase.
Bat as all firms increase production, the price falls; indeed, since the industry demand
curve is by assumption inelastic, the total revenue of the industry will decline.
Apparently each fizm finds that with price exceeding marginal cost, it pays to increase
its output, but the result is that each firm gets a smaller profit. Some economists in
an earlier day may have questioned this result,' but the fact that profit-maximizing
firms in a perfectly competitive industry can act contrary to their interests as a group
is now widely understood and accepted.® A group of profit-maximizing firms can
act to reduce their aggregate profits because in perfect competition each firm is, by

Mancur Olson, “The Logic of Collective Action,” pp. 9-16 from The Logic of Collective
Action: Public Goods and the Theory of Groups {Cambridge, MA: Harvard University Press,

. 1965). Copyright © 1965, 1971 by the President and Fellows of Harvard College. Reprinted
* by permission of Harvard University Press.
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definition, so small that it can ignore the effect of its output on price. Each firm
finds it to its advantage 1o increase output to the point where marginal cost equals
price and to ignore the effects of its extra output on the position of the industry.
it is true that the net result is that all fisms are worse off, but this does not mean
that every firm has not maximized its profits. If a firm, foreseeing the falf in price
resulting from the increase in industry output, were to restrict its own output; it
would lose more than ever, for its price would fall quite as much in any case and
it would have a smaller output as well. A firm in a perfectly competitive market
gets only a small part of the benefit {or a small share of the industry’s extra revenue)
resulting from a reduction in that firm’s output.

For these reasons it is now generally understood that if the firms in an industry
are maximizing profits, the profits for the industry as 2 whole will be less than they
might otherwise be. And almost everyone would agree that this theoretical con-
clusion fits the facts for markets characterized by pure competition. The important
point is that this is true because, though all the firms have a common interest in a
higher price for the industry’s product, it is in the interest of each firm that the
other firms pay the cost — in terms of the necessary reduction in output — needed
to obtain & higher price.

About the only thing that keeps prices from falling in accordance with the
process just described in perfectly competitive markets is outside intervention.
Government price supports, tariffs, cartel agreements, and the like may keep the
firms in a competitive market from acting contrary to their interests. Such aid or
intervention is quite common. It is then important to ask how it comes about. How
does a competitive industry obtain government assistance in maintaining the price
of its product?

Consider a hypothetical, competitive industry, and suppose that most of the
producers in that industry desire a tariff, & price-support program, or some other
government intervention to increase the price for their product. To obtain any such
assistance from the government, the producers in this industry will presumably have
to organize a lobbying organization; they will have to become an active pressure
group. This lobbying organization may have to conducr a considerable campaign.
If significant resistance is encountered, a great amount of money will be required.
Public relations experts will be needed to influence the newspapers, and some
advertising may be necessary. Professional organizers will probably be needed to
organize “spontanecus grass roots” meetings among the distressed producers in
the industry, and to get those in the industry to write letters to their congressmen.
The campaign for the government assistance will take the time of some of the
producers in the industry, as well as their money.

There is a striking paralle! between the problem the perfectly competitive indus-
try faces as It strives to obtain government agsistance, and the problem it faces in
the marketplace when the firms increase output and bring about a fall in price. Just
as it was not rational for a particular producer to restrict bis output in order that
there might be a bigher price for the product of his industry, so it would not be
rational for him to sacrifice bis time and money to support a lobbying organization
to obtain government assistance for the industry. In neither case would it be in the
interest of the individual producer to assume any of the costs himself. A lobbying
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organization, or indeed a labor union or any other organization, working in the
interest of a large group of firms or workers in some industry, would get no assis-
tance from the rational, self-interested individuals in that industry. This would be
true even if everyone in the industry were absolutely convinced that the proposed
program was in their interest {though in fact some might think otherwise and make
the organization’s task yet more difficult).

Although the lobbying organization is only one example of the logical analogy
between the organization and the market, it is of some practical importance. There
are many powerful and well-financed lobbies with mass support in existence now,
but these lobbying organizations do not get that support because of their legislative
achievements. The most powerful lobbying organizations now obtain their funds
and their following for other reasons, as later parts of this study will show.

Some critics may argue that the rational pesson will, indeed, support a large organ-
ization, like a lobbying organization, that works in his interest, because he knows
that if he does not, others will not do so either, and then the organization will fail,
and he will be without the benefit that the organization could have provided. This
argament shows the need for the analogy with the perfectly competitive market.
For it would be quite as reasonable to argue that prices will never fall below the
levels a monopoly would have charged in a perfectly competitive market, because
if one firm increased its output, other firms would also, and the price would fall;
but each firm could foresee this, so it would not start a chain of price-destroying
increases in output. In fact, it does not work out this way in a competitive market;
nor in a large organization. When the number of firms involved is large, no one
will notice the effect on price if one firm increases its outpuz, and so 1o one will
change his plans because of it. Similarly, in a large organization, the loss of one
dues payer will not noticeably increase the burden for any other one dues payer,
and so a rational person would not believe that if he were to withdraw from an
organization he would drive others to do so.

The foregoing argument must at the least have some relevance to economic
organizations that are maioly means through which individuals attempt to obtain
the same things they obtain through their activities in the market. Labor unions,
for example, are organizations through which workers strive to get the same things
they get with their individual efforts in the market - higher wages, better working
conditions, and the like. It would be strange indeed if the workers did not con-
front some of the same problems in the union that they meet in the market, since
their efforts in both places have some of the same purposes.

However similar the purposes may be, critics may object that attitudes in
organizations are not at all like those iz markets. In organizations, an emotional
or ideological element is often also involved. Does this make the argument offered
here practically irrelevant?

A most important type of organization — the national state — will serve to
test this objection. Patriotism is probably the strongest non-economic motive for
organizational allegiance in modern times. This age is sometimes called the age of
nationalism. Many nations draw additional strength and unity from some powerful
ideology, such as democracy or communism, as well as from a common religion,
language, or cultural inheritance. The state not only has many such powerful sources
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of support; it also is very important economically. Almost any government is
economically beneficial to its citizens, in that the law and order it provides is a
prerequisite of all civilized economic activity. But despite the force of patriotism,
the appeal of the national ideology, the boad of a common culture, and the indis-
pensability of the system of law and order, no major state in modern history has
beer able to support itself through voluntary dues or contributions. Philanthropic
contributions are not even a significant source of revenue for most countries. Taxes,
compulsory payments by definition, are needed. Indeed, as the old saying indicates,
their necessity is as certain as death itself.

If the state, with all of the emotional resources at its command, cannot finance
its most basic and vital activities without resort to compulsion, it would seem that
large private organizations might also have difficulty in getting the individuals in
the groups whose interests they attempt to advance to make the necessary contri-
butions voluntarily. :

The reason the state cannot survive on voluntary dues or payments, but must rely
on taxation, is that the most fundamental services a nation-state provides are, in
one important respect, like the higher price in a competitive market: they must be
available to everyone if they are available to anyone. The basic and most element-
ary goods or services provided by government, like defense and police protection,
and the system of law and order generally, are such that they go to everyone or
practically everyone in the nation. It would obviously not be feasible, if indeed it
were possible, to deny the protection provided by the military services, the police,
and the courts to those who did not voluntarily pay their share of the costs of
government, and taxation is accordingly necessary. The common or collective
benefits provided by governments are usually called © public goods™ by economists,
and the concept of public goods is one of the oldest and most important ideas in
the study of public finance. A common, collective, or public good is here defined
as any good such that, if any person X, in a group X, .oy Xp ..o, X, consumes
it, it cannot feasibly be withheld from the others in that group. In other words,

those who do not purchase or pay for any of the public or collective good cannot -

be excluded or kept from sharing in the consumption of the good, as they can where
noncollective goods are concerned.

Students of public finance have, however, neglected the fact that the achievement
of amy common goal or the satisfaction of amy common interest means that a

public or collective good has been provided for that group. The very fact that a
goal or purpose is common to a group means that no one in the group is excluded -

from the benefit or satisfaction brought about by its achievement. As the opening
paragraphs of this chapter indicated, almost all groups and organizations have
the purpose of serving the common interests of their members. As R. M. Maclver
puts it, “Persons . . . have common interests in the degree to which they participate
in 2 cause...which indivisibly embraces them all.”® It is of the essence of an
organization that it provides an inseparable, generalized benefit. It follows that the
provision of public or collective goods is the fundamental function of organizations
generally. A state is first of all an organization that provides public goods for its
members, the citizens; and other types of organizations similarly provide collective
goods for their members.

_q_s Logis of Collective Action _ :m_

,b.ﬁm Just as a state cannot support itself by voluntary contributions, or by
selling its basic services on the market, neither can other large o_..wmwwmmmmmw sup-
post themselves without providing some sanction, or some attraction distinct from
ﬂr.m mmvmn good itself, that will lead individuals to help bear the burdens of main-
taining the organization. The individual member of the typical large organization
is in a position analogous to that of the firm in a perfectly competitive market, or
&m taxpayer in the state: his own effores will not have a noticeable effect on vma
situation of his organization, and he can enjoy any improvements brought about
by oﬁwamw. whether or not he has worked in support of his organization.

,wrmmm is no suggestion here that states or other organizations provide only
wnvrw or no.:mnﬁ?n goods. Governments often provide noncollective goods like
&mnﬁm.mn power, for example, and they usually sell such goods on the market much
as private firms would do. Moreover, as later parts of this study will argue, large
organizations that are not able to make membership compulsory must &mm_ pro-
ﬁmm some noncollective goods in order to give potential members an incentive to
join. Still, collective goods are the characteristic organizational goods, for ordinary
noncollective goods can always be provided by individual action, mm“m only where

COMmMOn PUrposes o collective goods are concerned is organization or group
action ever indispensable.”
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