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Abstract

Debates centered on the role of social networks as a determinant of labour mar-
ket outcomes have a long history in economics and sociology; however, determining
causality remains a challenge. In this study we use information on random as-
signment to a unique intervention to identify the impact of changes in the size of
alternative social network measures on subsequent employment at both the individ-
ual and community level. Our results indicate that being assigned to the treatment
protocol significantly increased the size of social networks, particularly weak ties.
Nevertheless, these increases did not translate into improved employment outcomes
18 months following study completion. We do not find any evidence of treatment
effect heterogeneity based on the initial size of one’s social network; but those whose
strong ties increased at a higher rate during the experiment were significantly less
likely to hold a job following the experiment. We find that many of these results
also hold at the community level among those who did not directly participate in
the intervention. In summary, our results suggest that policies can successfully in-
fluence the size of an individual’s social network, but these increases have limited
impacts on long run labour market outcomes with the notable exception of changes
in the composition of individuals who hold jobs.

JEL Codes: J48, C93 and D85
Keywords: employment social networks; experiment; non-compliance; Maritimes;
strong and weak ties

We wish to thank Charlie Beach, Doug Tattrie and seminar participants at the Income,
Inequality and Immigration: A JDI Conference Honouring Charles M. Beach for helpful
comments and suggestions on earlier drafts. Lehrer wishes to thank SSHRC for research
support. We are also extremely gratefully to members of SRDC for answering numerous
questions about the data used in this study. The usual caveat applies.


Vivian Tran
Rectangle

Vivian Tran
Typewritten Text
JEL Codes: J48, C93 and D85
Keywords:  employment social networks; experiment; non-compliance; Maritimes; 
                    strong and weak ties

Vivian Tran
Typewritten Text


EXECUTIVE SUMMARY

Among the popular press, networking is often suggested to be one of the most
important components of job searching. Recently, there are an increasing number of job
searchers using online social network websites such as LinkedIn to help find
employment. In response, a growing number of websites offer advice on tactics
individuals should employ on social network websites to access desired employment
opportunities. While the idea that social networks influence a host of labour market
activities has a long history, there is little formal empirical evidence from Canada exists
on whether and how social networks affect a variety of labour market outcomes.

Empirical analyses on the effects of social networks have difficult providing direct
evidence of causal relationships from social networks to employment due to various
conceptual and data problems including selection bias. Selection bias arises since
people tend to associate with others based in part on some group characteristics they
favor which are unobserved to the researcher. This paper is able to establish a causal
relationship by using data from a field experiment recently conducted in several local
labour markets in Cape Breton, Canada. The experiment utilized randomization and
offered those selected to receive the intervention an enhanced opportunity to develop
valuable work-related networks and social capital. Thus random assignment allows the
authors to find variation in the size of participants’ social networks that is not
contaminated by selection bias. This variation allows the authors to estimate the causal
impact of social networks on subsequent long-term employment success. Specifically,
the authors explore, at the individual level, whether changes in the size of social
networks resulting from being assigned to receive the CEIP intervention affected
employment in the medium to long term.

The authors have three main findings. First, they present evidence that, being
assigned to the program indeed leads to increases in the size of a variety of social
network variables; particularly those composed of acquaintances. The effects are
particularly strong for both women and those who completed education beyond
secondary school. This indicates that policymakers can indeed successfully design
interventions to change participants’ social capital.

However, the second finding is less positive since these gains in the size of the
social network did not translate into improved employment outcomes both 18 months
after the CEIP intervention ended. The absence of effects is observed for all of the
different measures of social network size investigated and subsamples including those
defined along gender and education lines. Last, correcting for selection bias in the
network variables are shown to be important both empirically.

Third, the authors present evidence suggesting that these results also hold at the
community level among those who did not participate in the field experiment.
Community level analyses indicate that measures of alternative types of social networks
do increase at a faster rate in program communities relative to comparison
communities. There are large and significant increases in the number of both linking



and bridging contacts as well as a marginally significant increase in the number of
contacts who can help find a job. All of these measures correspond to weak ties.
However, the authors did not observe aggregate changes in the number of individuals
employed across communities. Last, the authors present suggestive evidence that this
intervention only served to change who was holding a job post-experiment.

Taken together, these results suggest that while governments can indeed devise
programs that increase social capital and reduce social exclusion, these programs do
not appear to subsequently lead to economic prosperity since the analysis shows that
by providing individuals with increased social capital only changed the composition of
those employed in the medium to long-term and there does not appear to be any
spillover effects. At best, policy changes along the CEIP dimension likely only have
distributional consequences regarding who is employed locally in the long-run. The
authors conclude that despite the idea of boosting social capital to reduce poverty
pervading in many disciplines, other avenues such as economic growth or job creation
remain the best solution to reducing poverty.
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