

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Social Network Capital, Economic Mobility and Poverty Traps

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Economic Inequality
 
        

    
	

	
	
		
		
			61 Pages
		
		

		Posted: 27 Jun 2008
		
			Last revised: 1 Sep 2014
		
		
	

	
		
			
			




	See all articles by Sommarat ChantaratSommarat Chantarat
Australian National University - Crawford School of Economics and Government
Christopher B. Barrett
Cornell University - Charles H. Dyson School of Applied Economics & Management


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: June 25, 2008

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper explores the role social network capital might play in facilitating poor agents' escape from poverty traps. We model and simulate endogenous network formation among households heterogeneously endowed with both traditional and social network capital who make investment and technology choices over time in the absence of financial markets and faced with multiple production technologies featuring different fixed costs and returns. We show that social network capital can serve as either a complement to or a substitute for productive assets in facilitating some poor households' escape from poverty. However, the voluntary nature of costly social network formation also creates both involuntary and voluntary exclusionary mechanisms that impede some poor households' exit from poverty. Through numerical simulation, we show that the ameliorative potential of social networks therefore depends fundamentally on broader socioeconomic conditions, including the underlying wealth distribution in the economy, that determine the feasibility of social interactions and the net intertemporal benefits of social network formation. In some settings, targeted public transfers to the poor can crowd-in private resources by inducing new social links that the poor can exploit to escape from poverty. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: social network capital, endogenous network formation, poverty traps, multiple equilibria, social isolation, social exclusion, crowding-in transfer

	
	

	
    

    
	

	
	
		JEL Classification: D85, I32, O12, Z13

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Chantarat,  Sommarat and Barrett,  Christopher B., Social Network Capital, Economic Mobility and Poverty Traps (June 25, 2008). Journal of Economic Inequality,  Available at SSRN: https://ssrn.com/abstract=1151353 or http://dx.doi.org/10.2139/ssrn.1151353 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Sommarat Chantarat

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Australian National University - Crawford School of Economics and Government]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Australian National University - Crawford School of Economics and Government  ( email )

			

			
			
				
				
				
					7107 Coombs Building
Canberra, ACT 0200
Australia
612 6125 3756 (Phone)
612 6125 3700 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.schantarat.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Christopher B. Barrett (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Cornell University - Charles H. Dyson School of Applied Economics & Management  ( email )

			

			
			
				
				
				
					315 Warren Hall
Ithaca, NY  14853-7801
United States
607-255-4489 (Phone)
607-255-9984 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://aem.cornell.edu/faculty_sites/cbb2/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      228

			

		
		
		
			Abstract Views

			    1,963

		

		
		 
		
			Rank

			  244,210

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       81 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Economics of Networks eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economics of Networks eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,703

                                    

                                    
                                        PAPERS

                                           14,729

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Nicholas Economides at New York University - Leonard N. Stern School of Business - Department of Economics 

                                    

                                
                            

                        

                    

                
	
                    Sustainability & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Sustainability & Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              874

                                    

                                    
                                        PAPERS

                                           27,574

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Economic Inequality & the Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economic Inequality & the Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              519

                                    

                                    
                                        PAPERS

                                            6,129

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Chris William Sanchirico at University of Pennsylvania Carey Law School

                                    

                                
                            

                        

                    

                
	
                    Political Economy - Development: Underdevelopment & Poverty eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: Underdevelopment & Poverty eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               57

                                    

                                    
                                        PAPERS

                                            4,497

                                    

                                

                                
                            

                        

                    

                
	
                    Poverty Research eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Poverty Research eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                                3

                                    

                                    
                                        PAPERS

                                           10,521

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Stochastic Wealth Dynamics and Risk Management Among a Poor Population

                        
                            By
                                
                                
                                    
                                    Travis J. Lybbert, 
                                    
                                
                                    
                                    Christopher B. Barrett, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Social Identity and Manipulative Interhousehold Transfers Among East African Pastoralists

                        
                            By
                                
                                
                                    
                                    Marieke Huysentruyt, 
                                    
                                
                                    
                                    Christopher B. Barrett, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Not Necessarily in the Same Boat: Heterogeneous Risk Assessment Among East African Pastoralists

                        
                            By
                                
                                
                                    
                                    Kevin Smith, 
                                    
                                
                                    
                                    Christopher B. Barrett, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Household Income Dynamics in Rural China

                            
                                By
                                    
                                    
                                        
                                        Martin Ravallion
                                         and 
                                    
                                        
                                        Jyotsna Jalan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Heterogeneous Wealth Dynamics: On the Roles of Risk and Ability

                            
                                By
                                    
                                    
                                        
                                        Paulo Santos
                                         and 
                                    
                                        
                                        Christopher B. Barrett
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Bayesian Herders: Asymmetric Updating of Rainfall Beliefs in Response to External Forecasts

                            
                                By
                                    
                                    
                                        
                                        Travis J. Lybbert, 
                                        
                                    
                                        
                                        Christopher B. Barrett, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Bayesian Herders: Optimistic Updating of Rainfall Beliefs in Response to External Forecasts

                            
                                By
                                    
                                    
                                        
                                        Travis J. Lybbert, 
                                        
                                    
                                        
                                        Christopher B. Barrett, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Two Poverties

                            
                                By
                                    
                                    
                                        
                                        Abhijit V. Banerjee
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Occupational Choice and Dynamic Incentives

                            
                                By
                                    
                                    
                                        
                                        Maitreesh Ghatak, 
                                        
                                    
                                        
                                        Massimo Morelli, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.101 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
