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Figure 6.1 Market Place
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Source: Author’s configuration.
a � Buyer demand for volume.
b � Buyer demand for quality.
c � Supplier cost per volume.
d � Supplier cost by quality.

Market Plane

Figure 6.1 locates varieties of markets in a plane. One dimension is
a/c, the other is b/d. The plane assigns a niche to a market as a
whole according to these two trade-off ratios governing the balancing
of its firms’ niches into a viable profile. The main payoff from the
whole model is this state space.

Performances can be characterized in terms of quadrants, of rays,
and of subregions. Price variations can be predicted from equation 6.1
using the two ratios of the four valuation parameters. Differences in
patterns of profit follow, along with market size and the relative
shares of firms in it. This all follows from the market’s construction
through niche-seeking and through searchings for identity by firms in
terms of the signalings validated in aggregate by buyers.

So the performance of markets can be distinguished crudely ac-
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Figure 6.2 Dependency of Firm Profitability on Location Along Rays in
Market Space: Ratio of W over Cost C

Lines of fixed performance W/C

ep
sil

on
�

 0

a/c

b/d

1

0 1

epsilon � infinity

Source: Author’s configuration.

At most points on the map any positive value of k can yield a
viable market profile but only positive values. One can see from equa-
tion 6.1 that this means it is the market profile offering higher ranges
of revenues that is robust dynamically. At the same time this market
profile tends to enable member firms to cover any fixed costs over
and above the variable costs that enter into their optimization choices,
as Favereau and his colleagues (forthcoming) have pointed out. And
in the rich CROWDED region, covering fixed costs would not be a
focus.

Return now to ORDINARY. The other triangle making up the
quadrant with ORDINARY is made up of contexts that cannot sustain
a market for any value of k. Numerical, and thus messier, solutions of
the W(y) model are needed to guide interpretation here, as is also true
for the other two whole quadrants in which profiles with k � 0 can-



Figure 7.1 Social Capital in Metaphor and Network Structures

Bourdieu and Wacquant (1992, 119): “Social capital is the sum of the 
resources, actual or virtual, that accrue to an individual or group by 
virtue of possessing a durable network of more or less institutionalized
relationships of mutual acquaintance and recognition.”

Coleman (1990, 302): “Social capital is defined by its 
function. It is not a single entity but a variety of 
different entities having two characteristics in 
common: They all consist of some aspect of social 
structure, and they facilitate certain actions of 
individuals who are within the structure. Like other 
forms of capital, social capital is productive, making 
possible the achievement of certain ends that would 
not be attainable in its absence.”

Social Capital Metaphor
(Advantages that individuals or groups have

because of their location in the social structure)

Network Models
of Contagion

Network Models
of Prominence

Network Models
of Range

(Information is not a
clear guide to behavior,

so
observable peer behavior

is taken as a signal
of proper behavior)

(Information is not a
clear guide to behavior,

so
the prominence of an
individual or group
is taken as a signal

of quality or resources)

Closure
(Competitive advantage

comes from managing risk;
closed networks enhance

communication and facilitate
enforcement of sanctions)

Brokerage
(Competitive advantage
comes from information

access and control;
networks that span

structural holes
provide broad and early

access to, and
entrepreneurial control over,

information)

Source: Author’s configuration.
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Figure 7.2 Social Organization
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Source: Author’s configuration.

figure 7.2, in which individuals are variably connected to one another
as a function of prior contact, exchange, and attendant emotions. Fig-
ure 7.2 is a generic sociogram and density table description of a net-
work. People are dots. Relations are lines. Solid (dashed) lines con-
nect pairs of people who have a strong (weak) relationship.

In theory, the network residue from yesterday should be irrelevant
to market behavior tomorrow: I buy from the seller with the most
attractive offer, who may or may not be the seller I often see at the
market, or the seller from whom I bought yesterday. So viewed, the
network in figure 7.2 would recur tomorrow only if buyers and
sellers come together as they have in the past. The recurrence of the
network would have nothing to do with the prior network as a causal
factor. Continuity would be a by-product of buyers and sellers seek-
ing one another out for personal best exchanges.

Selecting the best exchange, however, requires that each person
have information on the available goods, sellers, buyers, and prices.
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Figure 7.3 Evidence Categories for the Hole Hypothesis
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Creativity and Learning
(What should be done?)

Source: Author’s configuration.

dividuals rich in the social capital of structural holes are not only
more likely to be creative in seeing opportunities but also more likely
to launch projects to take advantage of the opportunities. Finally, the
projects they launch are more likely to reach fruition because network
entrepreneurs are more likely to anticipate and adapt to the problems
that will inevitably arise. They become aware of trouble sooner, and
they are more flexible in reshaping a project to adapt to exogenous
change (as is vividly illustrated in drug traffic networks; see Williams
1998; Morselli 2001; on health insurance fraud, see Tillman and Inder-
gaard 1999). They are also better able to control the interpretations
that others give to the project by tailoring solutions to the specific
individuals brought together for it.

The third category in figure 7.3 is about benefits—achievements
and rewards as a result of action taken. Adaptive implementation,
and the creativity and learning associated with it, creates an associa-
tion between brokerage and benefits. In fact, studying the association
with benefits is a logical place in which to begin research on the social
capital of structural holes because the first two component effects in
figure 7.3 are implicit in the association. There is little incentive to
look for brokerage effects on creativity, learning, or adaptive imple-
mentation if brokerage has no association with achievement and re-
wards. I begin my review with benefits. There is evidence of an asso-
ciation between brokerage and more positive evaluations, more
successful teams, faster promotion, and higher compensation.
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Table 10.1 Five Basic Employment Model Types, Based on Three
Dimensions

Dimensions

Attachment Selection Coordination-Control
Basic Model

Type

Work Potential Professional Star
Work Skills Peer-cultural Engineering
Love Fit Peer-cultural Commitment
Work Skills Formal Bureaucracy
Money Skills Direct Autocracy

Source: Authors’ configuration.

modal employment blueprint among founders of SPEC firms. The
star model refers to attachment based on challenging work, reliance
on autonomy and professional control, and selecting elite personnel
based on long-term potential. The commitment model entails reliance
on emotional-familial attachments of employees to the organization,
selection based on cultural fit, and peer group control. The bureau-
cracy model involves attachment based on challenging work or oppor-
tunities for development, selecting individuals based on their quali-
fications for a particular role, and formalized control. (For further
discussion of this model type, see Baron, Hannan, and Burton 1998,
appendix.) Finally, the autocracy model refers to employment premised
on monetary motivations, control and coordination through close
personal oversight, and selection of employees to perform prespeci-
fied tasks.

We refer to these five blueprints as the basic model types not only
because they are the most prevalent combinations observed within
this sample, but because they also display several other important
properties. First, each of the blueprints exhibits a high degree of coher-
ence or internal consistency among the three dimensions, suggesting
that they complement one another to form an overarching system.
Second, these types display cultural resonance and salience within this
population and its setting. In conversations with Silicon Valley em-
ployers, employees, and other knowledgeable parties, we find that
insiders resonate with these distinctions and can easily classify orga-
nizations with which they have experience in these terms. Third, the
five basic types reflect different logics of organizing within other insti-
tutions that actors in this organizational field have confronted; in-
deed, the labels for the types are fairly evocative of the characteristics.
For instance, the star employment model—particularly prevalent
among firms that develop medical technology or pursue research2—



Table 10.2 Descriptive Statistics: Selected Characteristics of SPEC Companies

End of First Year of Operations 1994–95
(N � 75) (N � 74)

Variable Mean Median
Standard

Deviationa Minimum, Maximum Mean Median
Standard

Deviationa Minimum, Maximum

Number of full-time
employees (FTEs) 29.43 14.00 66.15 1, 440 132.31 59.50 241.54 6, 1895

FTEs in scientific-
engineering occupations 10.47 5.00 26.88 0, 226 49.40 20.00 139.82 0, 1185

Percentage female FTEs (all
employees) 22.15 20.00 15.74 0, 64 31.13 30.59 13.44 0, 77

Percentage FTEs in
scientific-engineering
occupations 38.32 42.62 23.03 0, 78 37.68 38.92 19.75 0, 76

Female FTEs in scientific-
engineering occupations 1.29 0.00 4.83 0, 41 9.70 2.00 36.70 0, 314

Percentage females among
scientists-engineersb 11.26 0.00 20.18 0, 100 16.88 11.76 16.68 0, 100



Founder’s employment
modelc (percentages)
Commitment 13.33 — — — — — — —
Autocracy 5.33 — — — — — — —
Star 9.33 — — — — — — —
Engineering 32.00 — — — — — — —
Bureaucracy 5.33 — — — — — — —
Aberrant 34.67 — — — — — — —

Organizational age in 
1994–1995 (years) — — — — 6.02 5.79 2.88 2.08, 14.58

Public firm in 1994–1995
(1 � yes) — — — — 0.31 0.00 — —

Source: Authors’ calculations.
aStandard deviations not shown for binary variables.
bOnly for firms having one or more FTE scientist-engineer.
cIncludes basic model types and near-model cases within each category (see ch. 10, n. 3 for explanation).



Table 10.3 Determinants of Women’s Representations in Scientific, Engineering, and Technical Occupations Within Start-Up
Firms

Gender Mix: End of First Year of Operations Gender Mix: 1994–1995
(model 1a; N � 75) (model 1b; N � 75) (model 2; N � 74)

Variable Coefficient Z P � �Z� Coefficient Z P � �Z� Coefficient Z P � �Z�

Founder’s employment
model

Commitment — — — �1.342 �1.260 .208 — — —
Autocracy �2.145 �1.339 .181 �3.487 �2.229 .026 2.251 2.696 .007
Star 1.133 1.091 .275 �0.209 �0.240 .810 2.084 3.269 .001
Engineering 0.667 0.747 .455 �0.675 �0.931 .352 1.391 2.857 .004
Bureaucracy 1.342 1.260 .208 — — — 1.330 1.952 .051
Aberrant 1.102 1.239 .215 �0.240 �0.331 .741 1.505 3.004 .003

Male scientists-engineers
(ln), year 1 0.248 2.020 .043 0.248 2.020 .043 0.031 0.450 .653

Non-engineering
employees (ln), year 1 1.000 4.181 .000 1.000 4.181 .000 �0.381 �2.188 .029

Female scientists-
engineers (ln), year 1 0.125 3.147 .002

Computer (hardware or
software) industrya �1.215 �2.007 .045 �1.215 �2.007 .045 0.072 0.174 .862

Semiconductor industrya �2.290 �2.226 .026 �2.290 �2.226 .026 �0.636 �1.119 .263
Telecommunications/
networking equipment
industrya �1.416 �2.058 .040 �1.416 �2.058 .040 �0.485 �1.014 .311



Manufacturing industrya �1.889 �1.293 .196 �1.889 �1.293 .196 �1.579 �1.467 .142

Male scientists-engineers
(ln), 1994–1995 0.050 0.522 .601

Non-engineering
employees (ln), 1994–1995 0.714 4.340 .000

Age of organization in
1994–1995 �0.092 �1.518 .129

Public company by
1994–1995 0.886 2.958 .003

Constant �2.712 �2.504 .012 �1.370 �1.572 .116 �1.160 �1.453 .146

Overdispersion (�) 0.521b 0.655b 0.512b

Mean (maximum) of
dependent variable 1.293 (41) 1.293 (41) 9.703 (314)

Standard deviation of
dependent variable 4.834 4.834 36.704

�2 � 62.86(16); p � .000
Log likelihood � �72.905

Pseudo R2 � .301

�2 � 99.54(16); p � .000
Log likelihood � �178.520

Pseudo R2 � .218

Source: Authors’ calculations.
Note: The table shows the results of a negative binomial regression predicting the number of full-time equivalent female employees in
“engineering and scientific” occupations. Results are based on unweighted data.
aOmitted industry category represents companies in biotechnology, medical devices, or research.
bFor model 1, the likelihood ratio test for overdispersion (that � � 0) yields �2 � 25.53 (df � 1); p � .000. For model 2, �2 � 64.63 (df � 1); p �
.000.
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Figure 12.1 Individual Social Capital: Sources and Effects

Sources Definition Consequences

Ability to
obtain resources
through social

networks and other
social structures

•  Norm observance (social control)
•  Family support
•  Network-mediated
    economic benefits

•  Closure of economic
    opportunities to third parties
•  Excessive claims on
    successful group members
•  Restrictions of individual
    freedoms

Altruistic:

•  Value introjection
•  Bounded solidarity

Instrumental:

•  Simple reciprocity
•  Enforceable trust

�
�

�
�

Source: Adapted from Portes 1998a.

in the form of reliable expectations. A subtle transition took place as
the concept was exported to other disciplines where social capital be-
came an attribute of large political structures. In this new garb, its
benefits accrued not so much to individuals as to the collectivity in
the form of reduced crime rates, lower official corruption, and better
governance.

This conceptual stretch, led by the political scientist Robert Put-
nam, produced the metaphor of a “stock” of social capital possessed
by cities and even nations. Social capital as a property of nations is
not the same as its individual version, a fact that explains why the
research literatures based on Bourdieu’s and Putnam’s definitions
have diverged. There are several differences between the two that
deserve careful attention. First, the transition of the concept from an
individual asset to a national characteristic was never theorized ex-
plicitly, giving rise to the present state of confusion about the mean-
ing of the term. In one sentence social capital is an asset of intact
families; in the next it is an attribute of networks of traders; and in the
following it becomes the explanation of why entire cities are well gov-
erned and economically flourishing. The heuristic value of the con-
cept suffers accordingly as it risks becoming synonymous with all
things that are positive or desirable in social life.

This confusion becomes evident when we realize that the individ-
ual and collective definitions of the concept, though compatible in
some instances, are at odds in others. For instance, the right “connec-
tions” allow certain persons to gain access to profitable public con-
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Figure 12.2 Alternative Causal Patterns of Collective Social Capital
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Source: Adapted from Portes 2000.

civicness may disappear. Likely candidates for such a causal role in-
clude the literacy and education of the population, the structure of the
local economy, and the history of past struggles for equality and in-
corporation. Figure 12.2 illustrates these alternative interpretations.

These limitations must be kept in mind when attempting to apply
the concept of social capital to problems of development. It is possible
to find instances in which high levels of collective solidarity have
accompanied sustained economic growth or other positive develop-
mental outcomes. The all-too-common logical fallacy is to conclude
that one causes the other without consideration of the possibility that
both are determined by common external causes. It can be those ex-
ternal factors, not social capital, that play the key role in the process.
Even when strong collective solidarity plays an unambiguous causal
role, the question remains as to how it came about. Without this un-
derstanding, it is impossible to determine whether such bonds and
their alleged effects can be re-created elsewhere.

Lastly, as with the individual version of the concept, it is possible
that strong community bonds do not always have positive effects but
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Table 13.1 Latin American Population Living in Cities

Year Percentage

1960 49
1970 57
1980 65
1990 71
1994 73
1997 74

Source: Author’s calculations for World Bank 1999.

to-urban migration option for all intents and purposes closed down. On
a reduced scale, some city-dwellers engaged in “reverse migration.”
More significantly, urban and rural dwellers alike turned increasingly
to emigration, primarily but not exclusively to the United States. The
migration across borders reflects a growing disparity in opportunities
between the weakest and strongest economies in the region, and most
of all between all Latin American countries and the United States, the
core economy in the hemisphere. It is noteworthy that neoliberalism in
the Western Hemisphere does not allow for the free legal international
mobility of labor along with the free mobility of capital.

Latin America came to account for 43 to 54 percent of all legal
immigrants to the United States between the mid-1980s and the cen-
tury’s end (see table 13.2)—close to the percentage of legal immi-
grants who were European in the midtwentieth century (see Borjas
1999, 10). Immigration from the region picked up following state im-
plementation of austerity and other IMF-backed reforms designed to
reduce fiscal expenditures and increase export earnings. In some
countries, especially El Salvador, Guatemala, Nicaragua, Peru, and
Colombia, political violence that was only partially explained by neo-
liberal-linked economic dislocations and impoverization also contrib-
uted to emigration.

But U.S. law restricted the exit option. Washington privileged the
entry of skilled workers and professionals and foreigners seeking
family reunification. For this reason, some Latin Americans who
could not enter legally came illegally. Of the estimated 5 million un-
documented immigrants in 1996, 80 percent came from Latin America
(U.S. Immigration and Naturalization Service 1999, 199–200). Mexico,
which shares a two-thousand-mile border with the United States, ac-
counted for the largest number of illegal U.S. entrants. The North
American Free Trade Agreement (NAFTA) allowed for the free mo-
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Table 13.2 Latin American and Caribbean Immigration to the United
States (Legal Immigrants)

Year Number of Immigrants

1961 to 1970 1,303,064
1971 to 1980 1,812,796
1981 to 1990 3,458,287
1995 218,650
1997 295,918

Percentage of Total
U.S. Immigration

1955 to 1964 41
1965 to 1974 46
1975 to 1984 40
1985 to 1994 54
1995 to 1997 43
1998 45

Source: U.S. Immigration and Naturalization Service 1999, 20, 25–31.

bility of investment and goods between Mexico, the United States,
and Canada, but, once again, not for the free mobility of labor.

Domestic Resistance to Changes
Grounded in Trade and Foreign
Investment Liberalization and Promotion

Pressed to generate hard currency, to pay for imports, and to repay
foreign debts, Latin American governments since the mid-1980s have
used their powers to promote exports, both traditional and nontradi-
tional. Given the close ties between authorities and economic elites
and typically biased especially toward big business, governments fa-
vored large-scale commercial farm exporters over domestically ori-
ented peasant producers. (The large farmers are more efficient in
terms of output per unit of labor input, but often not in terms of
acreage yields.) And within the industrial sector, governments pro-
moted low-wage, labor-intensive, subcontracting, maquila-type firms
that produced for overseas sales. In this sector Latin America (and
other Third World) countries had a competitive advantage, based on
cheap labor.

To favor exports, the governments adjusted their exchange rates.5

These adjustments may have been economically sound at the macro
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Table 13.3 Shifts in Strike Activity in Latin America, by Country,
1990 to 1999 (Percentage)

Country

Change in
Number of

Strikes

Change in
Number of

Strikers

Change in
Workdays Not

Worked

Bolivia �480 — —
Brazil �69 �73a �91
Chile �39 �57 �96
Colombia �39a �96d —
Costa Ricab �79 �35 �61
Dominican Republic �71 �262c —
Ecuador �90a �92a �83
El Salvador �80 �1660 �308
Guatemala �5 — —
Hondurase �14 — —
Mexico �69 �11 �70
Nicaragua �96 �97 �99
Panamaf — — —
Peru �88 �94 �77

Source: International Labor Office 1998, 1205, 1230; 2000, 1336–40, 1358–61, 1380–83.
a1990 to 1994 change.
b1990 to 1997 change.
c1995 to 1998 change.
d1990 to 1993 change.
e1990 to 1998 change.
f1990 to 1998 change. In 1990 Panama had no strikes. In 1998, there were three strikes,
carried out by 269,260 strikers, and 154,130 days were not worked.

lic-sector strikes in the 1990s, and at a higher rate than in years past.
State-employed police, bureaucrats, doctors, nurses, teachers, and
other public-sector workers became the most defiant opponents of
work-based restructuring.

With redemocratization, strike activity initially picked up in the
private sector as well as the state sector. The strikes were more politi-
cally than economically inspired. They reflected the lifting of repres-
sion and labor efforts to press for pent-up demands. Protest soon ta-
pered off, however, even as work conditions deteriorated. It waned
especially in the private industrial sector, which had previously been
the center of strike activity.

Table 13.3 summarizes data on Latin American strike activity in the
1990s, the period of both neoliberal and democratic consolidation. Ac-
cording to available information, substantially more countries experi-
enced decreases than increases on the three standard indicators of
workplace disruptions: number of strikes, number of workers in-
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Table 13.4 Employment and Salaries in Latin America, 1985 to 1996

1985 1990 1995 1996 1997a

Unemployment rate 8.3 5.7 7.2 7.7 7.2
Informal-sector employmentb 47.0 51.6 56.1 57.4 n.d.
Industrial salariesc 89.9 84.7 98.8 102.2 102.6
Minimum wagec 83.5 68.5 70.8 69.9 73.7

Source: V. Tokman 1997, 152.
aEstimates.
bNon-agricultural employment.
c1980 � 100.

volved, and workdays not worked. Moreover, strike activity declined
even though real industrial wages in the region, on average, declined
at the time and did not surpass the 1980 level until 1996, and the
minimum wage (in real terms) dropped with debt-crisis-linked re-
structuring without rebounding even by the latter 1990s (see table
13.4).8 Not merely global competition but labor-unfriendly govern-
ments made work-based disruptions and general strikes difficult to
organize and personally risky.9

The tempering of strike activity in Latin America takes on added
significance when compared to the United States. During the same
period labor in the United States also became a shadow of its former
self. Strike activity declined, though by less than in most Latin Ameri-
can countries: from 1990 to 1999, the number of strikes in the United
States decreased by 23 percent, the number of strikers decreased by
61 percent, and the number of workdays not worked decreased by 66
percent (International Labor Office 2000, 1065, 1073, 1342). In essence,
the deepening of neoliberalism eroded labor’s power in the stronger
as well as weaker economies of the hemisphere, though more in the
latter economies.

Illustrative of worker resistance to public-sector downsizing, min-
ers in Bolivia protested the closing of mines. Having won political
and economic rights through their participation in the nationalist-
populist revolution of 1952, they suffered the ultimate coup de grâce
in the mid-1980s. The government of Paz Estenssoro, the leader of the
revolution, by then had returned to power as a born-again neoliberal.
His new government, with U.S. and IMF backing, shut the tin mines
that he had nationalized during his first term of rule. Labor had for a
period of time even enjoyed the right to comanage the mines, in re-
turn for their support in the anti-oligarchy insurrection.

Whatever the economic logic to the mine closings, workers did not
passively acquiesce to the elimination of their means of livelihood.



Table 13.5 Latin American Consumer Price Increases, 1990 to 1999

Food Fuel-Electricity

Country
200 Percent

or Less
201 to 500

Percent
501 Percent

or More
200 Percent

or Less
201 to 500

Percent
501 Percent

or More

Argentina — 379b — — 441 —
Bolivia — 224c, i — 166h — —
Brazil 180a — — — — —
Chile — 231 — — — —
Colombia — 491 — — — —
Costa Rica 171d — — 118 j — —
Dominican Republic — 212 f — — — —
Ecuador — — 1574 — — 962j

El Salvador — 246c — 176 — —
Guatemala — 261 — — — —
Haiti — 216g — — — —
Honduras — — 506 — 340 —
Mexico — 474 — 177i — —
Nicaragua 164 — — — — —
Panama 111 — — 103 — —
Peru — — 1918b — — —
Paraguay — 275j — — — —
Uruguay — — 1496e — — 1782
Venezuela — — 2516 — — 2723 f

Source: International Labor Office 1998, 1045; 2000, 1063–73.
Note: 1990 � 100.
aIndex base: 1992 � 100.
bMetropolitan area.
cUrban areas.
dCentral area.
eCapital city.
f1997
g1995
h1996
i1993
j1998
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