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Friendship Patterns and Upward Mobility: 
A Test of Social Capital Hypothesis* 

Abstract : In this paper, we argue that having a large number of non-redundant friends - that is, friends 
who do not know each other - is conducive to upward mobility. We define friendship patterns using two 
quantities: the number of all friends and the density of ties among friends. Applying a job-mobility model, 
based on the utility anticipated from a possible new job, we test the hypothesis that social capital in 
the form of sparse networks, also known as networks with structural holes, positively stimulates upward 
mobility - above and beyond social characteristics traditionally used in status attainment research. On the 
basis of survey data gathered in Poland, we test social capital hypotheses pertaining to change in earnings 
during a five-year period, 1998-2003. Our results indicate that non-redundant ties among friends influence 
income attainment. In addition, we find that fifteen years after the collapse of communism, having friends 
who were members of the communist party is an inhibitor of upward mobility, while having friends who 
were entrepreneurs increases people's chances of establishing their own businesses, independently of the 
number of potential bridges between friends. 

Keywords: Friendship ties, network constraints, structural holes, social mobility, communist party member- 
ship, entrepreneurship 

Friendship Patterns and Individuals' Resources for Upward Mobility: 
A Theoretical Argument 

Friendship is an important asset in the status attainment process because it provides, 
through its intrinsic relational nature, the opportunity to learn about and access 
resources that could be instrumental in social mobility, such as finding a (better) job or 

* The first author began working on this project in 2000, with Katarzyna Wilk as his research assistant, 
using the 1998 data. All analyses of the current version of this paper are based on data from the panel study 
conducted on a national sample in Poland in 1988, 1993, 1998, and 2003. The study was partially financed by 
the (Polish) State Committee for Scientific Research (2 H02E 037 25) and the (U.S.) National Council for 
Eurasia and East European Research (819-14). Earlier versions of this paper were presented at seminars 
conducted at the University of Warsaw (2002), The Ohio State University (2003), and the University of 
Zielona Gora (2004). We thank Katarzyna Wilk, James Moody, Krystyna Janicka, Michal Bojanowski, 
Tadeusz Krauze, Jerzyna Stomczyriska, and the Polish Sociological Review reviewers for comments. 

Authors' addresses: Kazimierz M. Slomczyriski, Department of Sociology, The Ohio State University, 
300 Bricker Hall, Columbus, OH 43210, USA (slomczynski.l@sociology.osu.edu) or Institute of Philosophy 
and Sociology, Polish Academy of Sciences, Nowy Swiat 72, 00-330 Warsaw, Poland (kms0543@aol.com), 
and Irina Tomescu-Dubrow, Department of Sociology, The Ohio State University, 300 Bricker Hall, 
Columbus, OH 43210, USA (tomescu.l@sociology.osu.edu) 

This content downloaded from 140.254.87.149 on Wed, 05 Aug 2015 14:59:45 UTC
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


222 KAZIMIERZ M. SLOMCZYNSKI, IRINA TOMESCU-DUBROW 

seeking promotion. Thus, friends represent a notion of social capital that is explainable 
in a relatively definite manner: friends are "social," an aspect usually agreed upon, and 
friends are "capital." With regard to the latter, however, opinions are divided: some 
researchers forcefully dispute the capital aspect of friendships, while others emphasize 
the benefits that individuals can gain from them. 1 In this debate, we follow Nan Lin's 
(2001) position that informal networks produce benefits because they facilitate the 
flow of information, exert influence on the agents, provide certification of credentials, 
and reinforce identity and recognition. We argue that friendship networks, through 
the resources embedded in them, represent an important asset for upward mobility, 
such that "better connected" individuals will enjoy higher returns. We consider this 
to be the case particularly in transforming societies, where economic restructuring 
heightens the dynamics around job loss and job creation. Not only the greater risks 
but also the greater opportunities that followed the breakdown of communism in 
Central and Eastern Europe impel people to put all available resources into play to 
secure their position in the new social structure. From a rational behavior perspective 
then, using one's networks to seek out and access information becomes an obvious 
choice. 

The following quotation, with reference to individuals' well-being, highlights the 
distinction between strangers and friends: "If people are strangers to one another, 
they are indifferent to each other's well-being. Analytically this means that they 
have independent utility functions. They do not care whether others are better off 
or not and are indifferent [about] whether their own actions help or harm others... 
Friends, by contrast, are persons whose utility functions are positively interdependent, 
which means that they attach some value to each other's well-being. They consider 
themselves better off when their friends are wealthier, happier, more secure, and 
more respected" (Uphoff 2000, p. 222). 

We argue that individuals gain from networking, but recognize that friendship 
patterns can be characterized in various manners.2 In this paper, we focus on two 
simple properties of friendship networks - the number of all friends and the density 
of ties among friends - and claim that a specific combination of these variables is 
crucial for social mobility. Ronald S. Burt's (2001) concepts of network constraints 
and structural holes in networks are key to understanding why only in some particular 
combination will the number of all friends and the density of ties among friends 
influence the social attainment process. 

The essence of the notion of network constraints is that an individual is involved 
in a network in which his or her contacts are redundant (Burt 1992). Cohesive con- 
tacts and structurally equivalent contacts have this property. In contrast, the weaker 
connections have holes, conceptualized as a lack of ties between subsets of actors. For 

1 In particular, Kenneth Arrow (2000) undermines the usage of the word "capital" together with 
networks; see also Ostrom (2000) and Dasgupta and Serageldin 2000; for the generally critical assessment 
of the social capital concept, see Baron, Field, and Schuller (2000), and Field (2003). Nan Lin (2001), 
in contrast, argues for the capital aspect of networks, given the benefits that individuals gain from their 
informal ties. 

2 The network approach provides a rich set of tools for analyzing friendship patterns (cf., Marsden 
1990; Scott 1991; and Wasserman and Faust 1994). 
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an individual whose relationships span the holes, this type of network creates a com- 
petitive advantage. This distinction is important because "closed networks - more 
specifically, networks of densely interconnected contacts - are systematically associ- 
ated with substandard performance. For individuals and groups, networks that span 
structural holes are associated with creativity and innovation, positive evaluations, 
early promotion, high compensation and profits" (Burt 2001, p. 45). 

Following this rationale, we advance the hypothesis that social capital in the 
form of sparse networks, also known as networks with structural holes (Burt 2001), 
positively stimulates upward mobility - above and beyond social characteristics tradi- 
tionally used in status attainment research. The main theoretical argument pertains 
to the opportunity structure. If a person's friends do not know each other, that person 
can benefit from connecting them. By providing a bridge for otherwise nonconnected 
clusters, a liaison has access to new information, influence, social credentials, and 
identity reinforcement. All these factors, in turn, have the potential to influence up- 
ward mobility (for specific arguments pertaining to the link between sparse networks 
and mobility, see Granovetter, 1973; Polodny and Baron 1997). 

Within a social capital framework, we can treat the friendship ties of a person's 
network as an investment. For simplicity, assume that for a given person the cost of 
ties with his or her friends is the same as the cost of ties among his or her friends. 
In terms of systemic properties, under this assumption having a small number of 
well-connected friends costs the same as having a large number of weakly connected 
friends. 

Nonetheless, this raises a question regarding which of the two situations brings 
higher returns. Coleman's (1988, 1990) approach of network closure answers this 
question differently from Burt's (1992, 2001) approach of structural holes. 3 Without 
considering the former invalid or less useful in general, in studying social mobility 
processes we opt for the structural-holes approach because nonredundant ties seem 
especially important in obtaining new information, exercising stronger influence, at- 
taining diversified social acceptance, or achieving stronger identity reinforcement.4 

A General Model of Upward Mobility 

In the context of career choice, our model postulates that an individual expects to gain 
some utility from income derived from a given job. In practical terms, this utility may 
be equated with the value of the goods and services that the individual can buy with 
his or her job income. Generally, we can expect the following form of the relationship: 

Uj = F(Vj) (1) 

3 Recently Burt (2005) has tried to bridge the two approaches insofar as brokerage across structural 
holes is the source of added value while close relationships can be important to realizing this value. 

4 We believe that social closure may operate strongly in realms of social life other than social mobility - 
especially in situations where interpersonal trust is a substitute for more formalized rules of the game. 
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where Uj represents the utility anticipated from the ;th job; Vj represents the income 
anticipated from the yth job; and j = 1, . . . , M represents the different jobs available. 
An individual "surveys" the different jobs that are available and subsequently selects 
the job that promises to maximize utility in the near future. These jobs might be either 
employment situations or the creation of one's own business. 

Setting the cost of changing jobs at zero, individuals who are maximizing their 
expected utility will switch from one job to another if the expected utility of the latter 
is greater than the expected utility of the former. Consequently, we assume a simple 
model of the individual's behavior: 

Di = AVi + BNi + CXi + ei (2) 

for persons i = I, ... ,K. In this model Dt is the expected utility differential between 
the utility of being in a position at time t-1, and in the position at time t; denotes 
the anticipated income from a new job ; Nj denotes a vector of variables related to 
the network of person /, while Xt denotes a vector of specific variables characterizing 
person i; A , B , and C are weights for K, N, and X types of variables, respectively; 
and et is a disturbance term that includes unobserved variables. Before explaining the 
meaning of our independent variables, we should note some formal properties of the 
proposed model. 

The individual will choose to change jobs if £>/ > 0. Although we cannot observe 

£),, we have information on individuals who at time t- 1 occupied a considerably lower 
position than at time t. We will apply three approaches to defining Dv 

The first approach is to assume that Dv as the expected utility differential, is 
proportional to relative income gains. In this case, we equate the anticipated income 
from a new job, Vv with actual earnings - that is, Vi(t) - and introduce a new vari- 
able Vi(t - 1), past earnings. Thus, we assume that movement on the income scale 
approximates £>,. We will consider this variable in Model I. 

In the second approach, we build a binary variable taking the value 1 if the 
individual achieves the position of manager, expert, or entrepreneur, and 0 otherwise. 
Recent studies demonstrate that managers, experts, and entrepreneurs constitute 
a category of "winners" of the post-communist transformation (e.g., Domariski 1996; 
Slomczyriski and Shabad 1997). The probability that an individual belongs to this 
category at time t , knowing that this individual's position at time t - 1 was in a different 
category, can be expressed as the conditional expectation: 

P(Dit > 0|^(,_i), #/(,_!), = F(AV^_^ + + CX^-l)) (3) 

where we specify F as the logistic distribution function. This constitutes Model II. 
In the third approach, we use the same equation as in the second one, except 

that the dependent variable describes the switch from employment to establishing 
one's own business. Specifically, in Model HI, this variable refers to a situation in 
which a person either changed his or her status from employment or unemployment 
to an entrepreneurial position (value 1), or did not change his or her initial status 
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(value 0), in a given period of time. Based on recent studies in the economic literature 
indicating that appropriate networks of people represent a major facilitator in starting 
and maintaining a private business (Renzulli, Aldrich, and Moody 2000; Johannisson 
2000), we expect persons' number of potential bridges to positively influence their 
likelihood of becoming entrepreneurs. 

We discuss the independent variables as the analyses progress. We focus on spe- 
cific friendship patterns and present our models in most parsimonious ways. More 
extensive models, using the same data but different sets of independent variables, are 
presented elsewhere (Wilk 2005; Osborn and Stomczyriski 2005) and are in agreement 
with our findings. The results presented in this paper illustrate general theses rather 
than elaborate extensively on mobility processes. 

Data and Measurement 

Data for this analysis comes from the POLPAN panel survey, supported and adminis- 
tered by the Polish Academy of Sciences. Initially, in 1988 a survey was conducted on 
a random (probability) sample of the adult population ages twenty-one and older in 
Poland, and followed again in 1993 (N = 2,600). The survey covers the interval 1988- 
2003, divided into three phases: 1988-1993, 1993-1998, and 1998-2003. The core of 
the 1988-1993 sample, 72 percent of the individuals, was interviewed in consecutive 
waves, 1998 and 2003, and consists of respondents that were thirty-six or older. In 
addition, the subsamples include those respondents who were interviewed in 1998 
but not earlier (i.e., persons twenty-one to thirty years old in 1998) and new cases 
(persons twenty-one to twenty-five years old in 2003). 

All four waves of the survey were conducted by personal interviews. The purpose 
of the study was to observe social structure and its change during the post-communist 
transformation in Poland. Thus, the questionnaire included extensive batteries of 
questions on the sociodemographic composition of the household, intergenerational 
and intragenerational mobility, employment and unemployment history, political and 
social attitudes, voting behavior and membership in political organizations, and eco- 
nomic situation, including housing and possession of durable goods. 

Friendship patterns were among the important topics of the questionnaire. One set 
of questions aimed at recovering some important features of ego-centered networks. 
Each respondent, termed ego , reported on alters and on the ties among them. In 
Table 1, we provide basic information on network variables used in this paper. The 
first variable refers to the number of friends . In all waves of the POLPAN study the 

respondents were asked: "How many friends do you have?" In the 1988 wave, this 

question was asked after several specific items pertaining to the characteristics of the 
best friend. The context of the question on number of friends clearly suggested close 
friends. In other waves there was no such suggestion - the definition of friends was 
left to the respondent. This difference in context might explain the relatively small 
mean number of friends in 1988 in comparison with the analogous numbers for 1993, 
1998, and 2003. For the end of the communist era the mean number of friends is 
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10.1, while in the period of 1993-2003 it varies from 16.2 to 19.4. It should be noted 
that for all waves the standard deviation is close to the mean, sometimes exceeding 
it, indicating the significant variability of this network characteristic. 

Table 1 
Basic Information on Friendship Patterns, 1988-2003 

- - 
Years 

  1988 1993 1998 2003 
Number of friends (N) 

Mean 10.1 18.0 19.4 16.2 
 Standard deviation   13J  19X)  2L1  17.2 

Density of ties ( K) 
Mean 0.76 - a 0.72 0.71 

 Standard deviation  0.29  - ®  0.24  0.26 
Average network size ( S ) 
S= '/2[(N xN)-N]b  46  153  178  123 

Average number of existing ties ( T) 
T = KxSh  35  - »  128  87 

Average number of structural holes ( H) 
H = S-Tb  H  -f  50  36 

Number of cases  1,886  2,247  2,128  1,693 
aData unavailable in that the item on density of ties among friends was not included in the 1993 wave 

of POLPAN. 
b Formulas are for an average individual. 

The second variable is the density of ties among friends. Respondents provided 
information about how many of their friends knew each other, using precategorized 
answers: "all friends know each other," "some friends know each other," "only a few 
friends know each other," and "almost nobody knows each other." The first impression 
is that the questionnaire item "How many of your friends know each other?" pertains 
to the actors, that is, nodes or vertices in graphs. However, the phrase "know each 
other" refers to the relations - represented by lines or edges in graphs. Thus, is this 
question about actors or relations? 

An example illustrates the problem of interpretation. Assume that networks A 
and B have the same number of friends, let us say twenty. In network A one friend 
knows (reciprocally) the remaining nineteen friends; in network B four friends know 
each other. Obviously, the answer to the question in terms of actors (the number for 
A is smaller than the number for B) is different from the answer in terms of relations 
(the number for A is larger than the number for B). Because of this inconsistency, we 
investigated how respondents understood the question. From intensive interviews it 
became apparent that when respondents estimated the number of friends that "know 
each other" they thought about the number of relations rather than the number of 
actors. 

We assigned arbitrary proportions to respondents' answers: 1.000 for "all friends 
know each other," 0.666 for "some friends know each other," 0.333 for "a few friends 
know each other," and 0.165 for "almost nobody knows each other."5 We assume 

5 For precategorized answers about the density of friendship ties, we experimented with sets of monoton- 
ically decreasing numbers for these categories. In particular, assigning equal intervals for answers (eg., 0.8, 
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that these numbers reflect the density of ties among respondents' friends expressed 
as a proportion of all possible ties for a given set of friends. The density calculated in 
this manner is stable over time, ranging on average between 0.71 and 0.76, with the 
highest number in 1988. 

Actually, there is a weak inverse relationship between number of friends and 
density of ties. This is in agreement with the notion that if one has many friends, than 
they are likely to be recruited from different milieus and therefore some of them 
would not know each other. In case of our data the number of friends explains around 
5% of the variance in network density. 

In Table 1 we provide the average network size , understood as the number of all 
possible ties among friends. It is assumed that each friend could be connected with 
any other, and no friend has a tie with himself or herself. An interaction of density of 
ties among friends and the network size provides the number of already established 
ties, which are considered network constraints. 

The last variable in Table 1 is central to this paper. It is the number of ties that 
the respondent could exploit as a broker. It is calculated by subtracting the number of 
network constraints from the number of all ties that might connect friends. For short, 
we call it the number of structural holes , or the number of potential bridges. Assuming 
that a person's friends also have friends, this concept corresponds to Burt's (1992) 
original concept of structural holes since holes are among clusters. 

Following the network analysis literature on the advantages that result from linking 
otherwise disconnected clusters, we argue that a large number of potential bridges in 
a person's network should have various benefits for him or her, including economic 
well-being. We test the null hypothesis that these ties have no effect on income 
mobility. 

Before we turn to this test, it is helpful to explain the relationship between 
the number of fiends and the density of ties among friends, on the one hand, 
and the number of structural holes, on the other. Analytically, a product of the 
number of friends and the density of ties among friends defines all actually ex- 
isting ties - network constraints. For a given person, subtracting this number from 
the number of all possible ties among this person's friends results in the num- 
ber of structural holes of that person. For example, as shown in Figure 1, for 
ten friends of person X we have forty-five possible ties [(10 x 10) -10]/ 2; for this 
number, the actual density of 0.66 results in fifteen ties for which a given person 
could be a broker. Of course, in Figure 1 structural holes are assigned arbitrarily; 
based on the available information, we do not know between which friends there 
is a lack of ties. However, the number of calculated potential ties is the correct 
one.6 

0.6, 0.4, and 0.2) does not alter the results. The results appear to be robust, indicating that our conclusions 
hold. 

6 Our measure of numbers of holes is a recalibrated measure of the network effective size (Burt 1992). 
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Figure 1 

Example of Existing Ties and Structural Holes 

ABCDEFGHIJ 
A - 000000000 
B -11111111 
C - 0 1 1 1 0 0 1 
D - 0 1 0 1 1 1 
E - 1 0 1 1 1 
F - 1 1 1 1 
G - 1 1 1 
H - 1 1 
/ - 1 
J 

A, J friends of a person X. 
1 - existing ties (network constraints), 0 - nonexisting 
ties (structural holes). 

Model I: Friends and Income Mobility, 1998-2003 

The number of potential network ties proves to be a powerful variable in explaining in- 
come mobility. We measured income mobility as the difference between respondents' 
earnings in 2003 and their earnings in 1998. For each year, earnings are expressed on 
the same scale, the percentage of the mean value. Thus, the mobility metric is the 
percentage shift. 

As the results presented in Table 2 indicate, the null hypothesis that the number 
of structural holes in one's network of friends has no effect on income attainment is 

rejected. The relationship between the two variables is linear and positive. Clearly, 
the larger the number of potential bridges the greater the income mobility. Although 
the relationship is not very strong in terms of correlation, it is substantively and 
statistically significant. 

Table 2 

Regression of the Five-Year Change in Earnings on the Number of Potential Bridges (structural holes), 
Controlling for Other Variables, for 1998-2003 

Independent variables | B | SE | Beta 1*1 P 
 Model for 1998-2003a    

Number of structural holes 0.008 0.003 0.098 2.549 0.010 
Education - years of schooling 1.055 0.357 0.115 2.954 0.003 
Gender- male = 1 -2.354 2.147 -0.430 -1.096 0.273 
Age (years) 0.531 0.697 0.198 0.762 0.447 
Age squared/ 10 -0.111 0.076 -0.378 -1.448 0.148 
Constant  -17.3262 16.561 - -1.046 0.296 
a W = 646; F = 7.550 with df = 5; p = 0.000; R2 = 0.236. 

To our knowledge this is the first evidence that structural holes induce income mo- 

bility. The literature finds that social ties increase salary negotiation outcomes (Seidel, 
Polzer, and Stewart 2000). Weak ties and structural holes in the career advice network 
are related to social resources, which in turn influence salary (Seibert, Kraimer, and 
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Liden 2001). Burt (2005) shows how sparse networks facilitate managers' advance- 
ment. Moreover, the importance of heterogeneity in networks for positive mobility 
outcomes is stressed (Dominguez and Watkins 2003). 

Model II: Friends and Mobility to Winners' Positions, 1988-2003 

To what extent do friendship connections facilitate mobility to upper positions on 
the social ladder? Following social resources theory, which formulates hypotheses 
concerning the relationships between embedded resources in social networks and 
socioeconomic attainment (see Nan 1999, for a review; also Wegener 1991), we expect 
that the effects of potential bridges on upward mobility will be particularly strong in 
countries like Poland that are undergoing rapid political and economic transition. 
During such transformations job mobility is very intense, and relying on informal 
networks to learn about and access information related to the labor market becomes 
particularly relevant. Other analyses (Wilk 2005) have already shown that people 
who have friends working in nonmanual occupations are more likely to be socially 
successful than those who have friends working in manual occupations. Here our 
approach takes on a different angle, and we focus on the importance of structural 
holes for socioeconomic attainment. 

Previous research on Central and Eastern Europe demonstrates that during the 
post-communist transition, employers, managers, and experts have gained in terms of 
human capital, their position on the labor market, and economic standing (Domanski 
1996; Stomczyriski and Shabad 1997). Therefore, in our analysis we take this category 
as indicative of socioeconomic success, and aim to predict entrance into it based 
on one's number of structural holes, as well as other relevant variables. The model 
presented in Table 3 is a panel regression model in the sense that the dependent 
variable is entrance to the category of employers, managers, and experts (winners) at 
time t , while one of the predictors is exit category (from nonwinners) at time t- 1. We 
see that the relationship between these two variables is significant, with nonwinners 
having a 65 percent smaller chance to move to a winner's position than the rest. 

The results support our hypothesis regarding the importance of structural holes for 
social mobility. Controlling for the nonlinear component, we find that each additional 
potential bridge in one's network of friends contributes an almost 2 percent increase in 
the chances of achieving an employer, manager, or expert position. This relationship 
exists in the context of other relevant factors. Education matters significantly: for 
every additional year of schooling, one's chances of moving into the winners' category 
increase about 2 times. In addition, gender is relevant: men are 2.5 times more likely 
to become employers, managers, or experts than are women. Age, as expected, has 
a nonlinear effect: initially, growing older positively affects the probability of entering 
the winners' category, but after reaching a certain age, the relationship reverses. 

One of the most interesting findings pertains to the impact of type of friends on 
social attainment. Table 3 shows that fifteen years after the collapse of communism, 
having friends who were members of the communist party (hereafter, CP) is an 
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Table 3 

Logistic Regression of Entrance into Winners' Category on the Number of Potential Bridges (structural 
holes) and a Set of Other Variables, 1988-2003 

T , , . , , Entrance into entrepreneurshipa T Independent , , variables . , ,    
^ 
 

sE I Exp(B) 
Number of structural holes / 10 (Nl) 0.018 0.008 1.018 
Number of structural holes squared / 1,000 (Nu) -0.002 0.002 0.998 
Nonwinner category -1.044 0.542 0.352 
Education years of schooling (£) 0.616 0.108 1.852 
Gender (5) 0.917 0.473 2.501 
Age (G) 0.569 0.310 1.766 
Age (years squared/ 10) (0 -0.060 0.029 0.942 
Having friend who belonged to the communist party ( F ) -1.404 0.551 0.245 
Intercept  -22.049  8.220  0.000 
aN = 358*; x2 = 101.8; df = 8;p< 0.001; -2 log likelihood = 153.0. 

Cox and Snell R2 = 248; Nagelkerke R2 = 0.486. 
* This analysis includes only those respondents who were working in 1988, and had active employment 

status in 2003. 

inhibitor for upward mobility: people who have friends that belonged to the CP have 
75.5 percent less chance of becoming employers, managers, or experts than those who 
did not. 

One possible explanation for this result could be that people having CP friends 
were communists themselves, and thus face more difficulties in adapting to the post- 
1989 structure of the work environment. While having CP friends and belonging to 
the CP are, indeed, related, entering CP membership into the equation does not 
change the basic relationship with our dependent variable: having communist friends 
is still negatively related to moving into the winners' category, and the result remains 
substantively and statistically significant. 

Following the literature on peers' impact on one's values and attitudes (for re- 
view, see Brehm et al. 2002), we propose a social-psychological rationale for this 
occurrence. We argue that having communist friends influences one's outlook on 
the capitalist economy, especially in terms of three types of market-related features: 
privatization, governmental intervention with respect to unemployment, and govern- 
mental intervention with respect to regulating food prices. Our data indicate that the 
correlation between having CP friends and a positive evaluation of socialism is, as 
expected, positive, and substantively and statistically significant. Nonetheless, further 
analysis is needed to explore this hypothesis thoroughly. 

Model III: Friends and Entrepreneurial Activity, 1988-1998 

In this section, we extend Osborn and Slomczynski's (2005) model explaining entry 
into entrepreneurial activity by adding a variable central to this paper: the number 
of structural holes in a person's network. According to our earlier discussion, people 
switch jobs only if the expected utility of a new job is higher than the actual utility 
of the present job. Opening a business, then, represents, at least in a subjective di- 
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mension, upward mobility - a person engages in it because he or she believes that this 
activity will maximize utility in the near future - and is influenced by one's number of 
structural holes. Table 4 presents the results of the logistic regression of entering en- 
trepreneurship on the number of structural holes in one's network and other selected 
independent variables. The number of structural holes is given in its raw form as well 
as in its squared form to account for nonlinearity. 

Table 4 

Logistic Regression of Entrance into Entrepreneurship on the Number of Potential Network Ties and 
a Set of Other Variables, 1988-1998 

. , , . , , Entrance into entrepreneurshipa 
 

Independent . , , vanables . , , 
 B I SE Exp(B) 

' 

Number of structural holes/ 10 (N]) 0.004 0.002 1.004 
Number of structural holes squared / 1,000 (Nn) -0.001 0.003 0.999 
Anticipated income from a private business activity (V) 0.231 0.083 1.260 
Managerial/supervisory or expertise position (A/) 1.224 0.225 3.402 
Freedom in earlier workplace (W) 0.193 0.070 1.213 
Material resources (R) 0.506 0.313 1.659 
Having friend who was entrepreneur (F) 1.054 0.51 1 2.869 
Profit orientation ( O ) 0.873 0.248 2.394 
Gender (S) 1.164 0.243 3.203 
Age (G) -0.028 0.100 0.973 
Age (years squared / 10) ( Q ) 0.000 0.013 1 .000 
Intercept  -3.1 14  1.883  0.044 
a Dependent variable was measured for the 1988-1998 period, x2 = 124.2 for df = 11 (p < 0.001); -2 log 

likelihood = 591.1; Cox and Snell R2 = 0.165; Nagelkerke R2 = 0.255. 

The results indicate that, as in the case of winners, the relationship between the 
number of structural holes and the probability of opening a business is a reversed-U 
shape. Initially, a growing number of structural holes rapidly increases one's proba- 
bility of becoming entrepreneur, but after this number reaches a certain point, the 
probability decreases. 

As previously mentioned, we consider this relationship in the context of other 
relevant variables. First, following Osborn and Slomczyriski (2005), we examine the 
relationship between a person's income expectations from entrepreneurial activity and 
one's likelihood of opening a business. We infer a person's anticipated income from 
a private business activity using a set of POLPAN questionnaire items that inquire 
about what income people should obtain in occupations ranging from bricklayer and 
manual worker to medical doctor and cabinet minister. To measure our variable we 
took into account the anticipated income for two occupations: (1) store owner, as 
a representative of private business, and (2) an occupation closest to the respondent's 
real occupation. The ratio of sums allocated to these two occupations indicates the 
extent to which a respondent expects private business to be more profitable than 
being employed. Table 4 shows that for any unit increase in the anticipated income 
from private activity there is a 26 percent increase in the chance of becoming an 
entrepreneur. 

This content downloaded from 140.254.87.149 on Wed, 05 Aug 2015 14:59:45 UTC
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


232 KAZIMIERZ M. SLOMCZYNSKI, IRINA TOMESCU-DUBROW 

The next two variables pertain to job experience, since we assume that (a) hav- 
ing a managerial/supervisory position or working in jobs requiring some expertise 
facilitates the transition to private business, and (b) people who have worked in jobs 
that have given them a lot of freedom in managing their time are better prepared 
to start their own businesses. The findings support our expectations. Individuals with 
appropriate work experience, employed in managerial/supervisory or expertise-type 
jobs, are three times more likely to open a new business than are those lacking 
such work experience. At the same time, there is a positive relationship between 
freedom in time management on the past job and the probability of becoming an 
entrepreneur. 

As a further step in our analysis, we examine whether financial prosperity is related 
to the probability of entering entrepreneurship. We identified a category of people 
who are well off by using both their household income and their own assessment of 
their financial situation. In practical terms, these are people who belong to the upper 
quartile of the income distribution and who report having no financial problems. We 
observe that, in comparison with others, there is an increase of about 65 percent in the 
chance that those who belong to the financially privileged will open a new business. 
However, this result is statistically significant only at p< 0.10, for two-tailed tests. 

Although research on entrepreneurship rarely takes into account attitudinal vari- 
ables, one seems particularly important here, in that it directly relates to the profit 
orientation. Specifically, we assume that individuals who are profit oriented and thus 
more likely to become entrepreneurs are more likely to oppose legal restrictions on 
how much people can earn. To examine this relation, we use the item used in the 1988 
questionnaire: "Do you think that there should be (legally) established upper limits 
on how much people can earn?" We code respondents who said no as 1, and all others 
as 0. As expected, the impact of this variable is positive and statistically significant. 

In this model, gender and age are treated as control variables. The impact of 
gender is as predicted: men have a much greater chance of being entrepreneurs. The 
two coefficients for age (age in years and age in years squared) have very high standard 
errors and we cannot assume that they differ from 0. 

Finally, we focus on a variable particularly important for network analysis, namely, 
having an entrepreneur as a friend. We find that people who enjoy such a relation 
are almost three times more likely to become entrepreneurs themselves. Following 
Osborn and Stomczyriski (2005), we consider three reasons why this is the case. First, 
economic information provided by friendship ties is an important supporting resource. 
This information may specify the best industries to enter, pricing, technology, business 
methods, and other relevant information. Networks are frequently used as channels 
of communication. Messages from a friendship network are credible because of the 
relationships of mutual trust that link the members. 

Second, networks facilitate the hiring of labor. Friends can suggest people who 
would be reliable employees and would be loyal to the firm. This is especially important 
for the sizable proportion of Polish entrepreneurs who are engaged in semi-legal 
activities or who sell part of their production through undocumented transactions. In 
such situations, having employees recommended by friends is an asset. 
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Third, informal networks provide access to aid and assistance other than those 
related to information. Some potential entrepreneurs acquire their initial training in 
businesses conducted by friends. Once they establish their own firms, they can call 

upon primary social relationships for business help. This help may include dealing 
with public bureaucracies and courts, customer and supplier relations, financial and 

production management, labor relations, marketing, and the introduction of new 

products or technology. In some cases, friendship networks provide access to credit 
associations, and, through them, to business capital. 

Conclusion and Discussion 

Generally, our analyses support the hypothesis that social capital in the form of friend- 

ship ties influences upward mobility. A large number of potential bridges between 

past or current friends is conducive to increasing earnings, achieving a position in the 
winners' category, or becoming an entrepreneur, indicating that sparse networks, also 
known as networks with structural holes (Burt 2001), positively stimulate upward mo- 
bility, even controlling for social characteristics traditionally used in status attainment 
research. 

Our contribution, however, goes beyond simple support for social capital hy- 
potheses. In this paper, we demonstrate that in circumstances such as movement to 
the categories of winners and entrepreneurs, the impact of the number of structural 
holes in one's informal network is nonlinear. At the beginning of the process, the 
larger the number of potential bridges the higher the rate of upward mobility, but at 
the end of the process, the relationship becomes negative. Hence, sparse networks 
are good only if they are not too vast. 

Additionally, our analyses indicate that certain characteristics of the "quality" 
of one's friends are important in socioeconomic attainment. Fifteen years after the 
collapse of communism, having friends who were members of the communist party 
proves to be an inhibitor of upward mobility, while having entrepreneurs as friends 
increases people's chances of establishing their own businesses, independently of the 
number of potential network ties. 

A possible criticism of this paper involves the method of data collection typical 
for network analysis (Marsden 1990). Our data may be biased because of inaccuracies 
in respondents' reports. In particular, it is plausible that prosperous people report 
more friends and weaker connections among them than people who are not upwardly 
mobile. Moreover, some personality traits could cause both biased reporting and 
successful behavior on the labor market, producing spurious correlations. To examine 
empirical evidence for and against these arguments one would need new data and 
new analysis. Our existing data reveal some interesting psychological correlates of 
reporting large numbers of friends and weak inter-friend connections, but do not 
allow for causal interpretation. 

This latter, however, is definitely, at the center of our paper. The panel data we 
employ in the analyses allow us to introduce the variables in a sequence adequate 
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for establishing causal ordering, and we argue that having a large number of struc- 
tural holes in one's network of friends leads to positive outcomes. Nonetheless, the 
problem of endogenous features of the models presented here should not be over- 
looked. Future research should examine the extent to which the process of upward 
mobility creates special friendship patterns. We do not exclude the possibility that the 
relationship between the two structural variables is reciprocal. 
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