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Outline

e The “standard rational choice approach”
and why it is attractive

e “The proof of the pudding...” — How the
approach contributes to theory and
empirical research on a core problem of
sociology: the problem of social order

e By way of conclusion: Some remarks on
how to tackle puzzles, on theoretical
pluralism and social rationality, and on
“what would be ‘better alternatives’?”
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The Rational Choice Approach

e The rational choice approach as a
research program comprising guidelines
on how to construct, test, and refine
models for the explanation of social
phenomena and processes
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Core Features of the
Rational Choice Approach |

e Start with a model that includes assumptions on
consistent preferences and beliefs of actors.
Hence, start with a model that includes
(expected) utility maximization and Nash
equilibrium behavior as a core theoretical
assumption

e Note: (expected) utility maximization is not an
assumption but is an implication of assumptions
on consistent preferences and beliefs

e Note: distinguish between assumptions on
consistent preferences and beliefs (= rationality
assumptions) and substantive assumptions on the
nature of preferences (and beliefs) such as
selfishness, inequity aversion, risk aversion etc.
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Core Features of the
Rational Choice Approach 11

e Focus on explaining macro-outcomes as a
result of macro-conditions and rational
choice assumptions
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Core Features of the
Rational Choice Approach 111

Social Macro
conditions outcomes
Macro
1 3
Micro 2 .
Preferences, Individual
information effects
1. Bridge 2. Equilibrium 3. Transformation
assumptions behavior rules
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Core Features of the
Rational Choice Approach 1V

e Sociological explananda involve assumptions
OoNn macro-phenomena; macro-micro-macro
transitions are complex and require
simplifications, hence...

e ... heuristic rule for refining models (“method
of decreasing abstraction”): keep the
assumptions concerning individuals and their
cognitive make-up and abilities as simple as
possible (observing the principle of
“sufficient complexity”); however, when
feasible, do employ more complex
alternatives to the assumption of “atomized
Interactions in perfect markets”
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Why Is the Rational Choice Approach
Attractive?

e Focus on generating empirically testable
hypotheses...

e Ultee: “Theory as a system of propositions
rather than a system of concepts”
e ... that follow from more general theory and
additional assumptions

e Sociology as a system of propositions rather
than a set of unrelated statements

e Sociology as a problem- and theory-driven
science in the tradition of Popper (rather than
as being purely data-driven)
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Why Is the Rational Choice Approach
Attractive?

e Hypotheses on macro-phenomena are
“generated” in a systematic way (preferably:
deduced) from underlying theory, including
micro-level assumptions...

e ... using the same “strateqgy of theory-
construction” and similar theoretical
assumptions in diverse fields

e Relation with “middle-range theory” a la
Merton
e Due to the “family resemblance” between

those middle range theories: building up a
“common core” and “unity in diversity” in a

fragmented discipline (see Boudon) ICS
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The Rational Choice Approach and
“Analytical Rigor”

 Rough summary of the attractive features:

the rational choice approach provides
“analytical rigor”

e Rational choice approach as a variant of
“analytical sociology” broadly conceived
e Analytical rigor is more important than using
rational choice assumptions per se: the

rational choice approach is not an end In itself

but a tool for constructing and improving
good social theory
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“The Proof of the Pudding is in the
Eating” —

How the Rational Choice Approach

Contributes to Theory and Empirical

Research on a Core Problem of
Sociology: The Problem of Social Order
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Some Brief Remarks on the History of
ISA RC 45

e RC 45 started as a very small “Ad Hoc
Group” with one tiny session at the I1SA
World Congress in Mexico City 1982

e Compare this modest start to the 10 well-
attended sessions at the Gothenburg
2010 ISA Congress: RC 45 hasn’t been
that unsuccessful... ©
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The 1982 Edited Volume

Theoretical Models and
Empirical Analyses

Contributions to the Explanation of
Individual Actions and Collective Phenomena

W. Raub (Ed.)
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The 1982 Edited VVolume

COMTENTS fi, Explaining Differential Participation i High-Cultural Activities
- A Confrontation of Information-Processing and Status-Sesking
Preface Theories
Harry Ganiabodm 113
1 X g, Structural Determinants of Objective and Subjectiva Status
ch g Ute Kort-Eriegar ki3
1. The Siructural-Individualistic Approach towards an Explanatary 10, Subjective Status ldentification, Class Consciousness and
Socjalegy Pelitical Attitudes K
Werner Raub 3 Peter Schaidt
Nates on Contributors 254
Part | ]
Mamee Index /Subject Indes 259

Theoratical Models

I. The Ceneration of Oligarchic Structures in Constitwtional ly
Democratic Organizations
Reinhard Wippler gl

1. Thearies of Revolution and Empirical Evidenca
Siegwart Lindenberg 83

A, Raticnal Actors and Social Institutions: The Case of the Organic
Eﬂ'!rgtﬂc' of Moirms
Thomas Voss Th
f. From & Clazsical AtEiEuds-Fahowine Hypothesis to a Gengral

Model of Behavior, wvia the Theory of Mental Incongruity
Frits Tazelaar 1@

Fart 11
Emgirical Analyses
6, On the Explanation of Contextual Effects on Individual
Eehavior. The Case of Language Acquisition by Migrant

Warkers
Hartmut Essor 11

7. BEconomics, Socicdogy, and Palitical Protest
Kar|-Dieter Opp 166
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... and a Seminal Contribution in the
1982 Edited VVolume

Thomas Yoss

BATIOHNAL ACTORS AND SOCIAL INSTITUTIONS: THE CASE OF THE
ORGAMIC EMERGENCE OF HORMS

It Pchaas Rion

Ore of the most promising branches of the structural-individualiscic progran in
sociolagy I3 the esonomic approach to social phencrena. |t rests on the ldea that
individgal bahaviar wnder soclal conditions ard PR el lecrive cansequences
should be explained with eaplicit recourse te the behavicral assumptics of
raticnal actclon 1 {as =laborated im utillity and game theoryl, The succass of
thls approach largaly stem From che Irsight that the social in&citutions which
can be dealt with by such snapproach ars by ne means eshausted by competinive
rarkets oF transferable physlcal commadities. On the contrary, [t has besn widily
recognized that markets tend ta Fail under certain comd|tions and thae im these
cases an efflclent allocaticn af Fesaurces can only ba achigvad i markets are
supplenented, ar replazed by ather Institutional arrasgesencs consisting of norms

woclal nebearks af varicus Kinds, or of hisrarchias,

The task of thls essay is te investigate whether the sconomic appreach might
contrlbuts to & solution Eo ong of the most |mportant grabiers |n thecretical
sociology, wiz. the prablem of ardér in faciety. Te chis end § shall first |:F'IE||'[

1l mrecant & chort ard hichly afulized receritruction of the Durkheimian
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Game-Theoretic Models of
Trust and Cooperation

e The problem of social order as “the most
fundamental empirical difficulty of utilitarian
thought” (Parsons 1937)

e Reconstruction of the problem: conditions for
cooperation of rational (and possibly selfish)
actors in social dilemmas

e Prisoner’s Dilemma, Trust Game, Investment
Game, Public Good Games...

e ... as well as: coordination problems,
bargaining problems

e In general: noncooperative games with an
Inefficient solution
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Example: The Trust Game

Trustor/Buyer

No trust Trust

Trustee/Seller

Honor
S;<P; <Ry
P Sy R, P,<R,<T,
P, T, R,
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Theoretical Insights
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Insight 1:
Trust Based on Conditional Cooperation —
Dyadic Control Effects

e Trustfulness and trustworthiness as an
equilibrium outcome of indefinitely often repeated
Trust Games between trustor and trustee

e Conditional strategies providing for rewards
and punishments

e Trust based on enlightened self-interest

e The model yields conditions for rational
trustfulness and trustworthiness such as...

e Information of the trustor on the trustee’s
behavior

e Shadow of the future and incentives
e Coordination (due to multiple equilibria)

2 Universiteit Utrecht IC S
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Insight 2:
Testable Hypotheses

e Bridge assumptions can be introduced
that specify how social (macro-)
conditions affect the actors’ incentives
and information in a repeated Trust Game

e Hence, the game-theoretic model
together with those bridge assumptions
allows for deriving testable hypotheses
on social (macro-) conditions for
trustfulness and trustworthiness

e Note: these hypotheses follow from more
general theory rather than coming “out of

[GS
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Insight 3: B

Extension to Networks —

Network Control Effects

e The model can be generalized to a
network of actors: e.g., trustors can
exchange information about trustees

e This allows to derive hypotheses on how
network characteristics (e.g., density,
trustors’ outdegree) affect trustfulness
and trustworthiness

e Related research on “strategic network
formation”: endogenizing networks

> Universiteit Utrecht
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Insight 4:
Further Extensions

e Many results for the Trust Game can be
generalized and apply to other social dilemma
games, too (including n-person games)

e Group size effects
e Effects of risk preferences

e Models and hypotheses on complementary
mechanisms of trust and cooperation such as
commitments (““hostages™)

e Models and hypotheses on trust and
cooperation through a “mix of mechanisms”
such as repeated interactions plus
commitments

Dsl'
:: > Universiteit Utrecht IC S
%),

——
21 RUG/UU/RU




Empirical Research
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DONALD P. GREEN
IAN SHAPIRO

PATHOLOGIES
OF RATIONAL
CHOICE THEORY
A CRITIQUE OF
APPLICATIONS

IN POLITICAL
SCIENCE

YALE UNIVERSITY PRESS NEW HAVEN AND LONDON IC S
& Universiteit Utrecht
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Universiteit Utrecht

On Sociology

Numbers, Narratives, and the
Integration of Research and Theory

John H. Goldthorpe

OXTORD

UNIVERSITY PRESS
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S

The Quantitative Analysis of
Large-scale Data Sets and
Rational Action Theory:

For a Sociological Alliance

IN SOCIOLOGY today, the quantitative analysis of large-scale data sets (QAD)
and the deployment of rational action theory (RAT) are not closely related
activities. In this chapter, however, it is my aim to show that they could with
advantage become highly complementary features of the sociological enter-
prise; and, further, that the desirability of creating stronger ties between QAD
and RAT is in fact well brought out by an examination of the main lines of

criticism that each presentlv encounters. IC S
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Convergence between the Rational
Choice Approach and Empirical Research

e Major progress: increasing convergence
between the rational choice approach and
empirical research In the past 15-20 years

e See Wittek et al. (eds.) (Forthcoming)
Handbook of Rational Choice Social
Research

e Large-scale survey research
e Behavioral (experimental) game theory
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Beyond Goldthorpe and
Behavioral Game Theory

e Approach: use complementary research
designs (survey, vignhette study, lab
experiment) for multiple tests of the
same hypotheses (cf.: triangulation,
cross validation)
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Alternative Designs:
Advantages and Disadvantages

Advantages Disadvantages

Survey Actual interactions | Measurement
problems; less
control over variables

Lab Control over Abstract; external

experiment iIncentives and validity
embeddedness
variables

Vignette Less abstract than |Hypothetical

study lab experiments; interactions; lack of
control over “incentive
variables compatibility”

&) Universiteit Utrecht ES
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Insight 5:
Summary of Empirical Evidence

Vignhette Lab

sSurve ]
Y study experiment

e Consistent support for dyadic control

Dyadic effects on trust of trustor

control e Quite some support for dyadic control
effects on trustworthiness of trustee

e Consistent support for network control
Network effects on trustworthiness of trustee
control e Hardly support for network control
effects on trust of trustor

e Consistent evidence that trustors react

Dyadic and : )
to own experiences of previous trustee
network ] ) i
) behavior as well as to information on
learning

others’ experiences with the trusteTC

N
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Back to Theory
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Insight 6:
Empirical Research 2 More Complex Models

e The empirical evidence on learning effects
Induces the application of new theoretical
models: finitely repeated games with
Incomplete information

e Note: empirical research thus induces
more rather than less complex theoretical
models
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Theories for Deriving Hypotheses on
Embeddedness Effects

Dyadic Network
embeddedness embeddedness

Models for indefinitely often repeated

Control games with complete information

Adaptive learning models;

Learnin ) i i )
9 Information diffusion models

Learning and | Models for finitely repeated games
control with complete information

——
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Embeddedness Mechanisms

Dyadic Network
embeddedness embeddedness
Learning | Common history of Information from third
past interactions: parties about their past
information about the | experiences with the
partner from own partner

experiences

Control Expected future Opportunities for
interactions: conditional cooperation
opportunities for involving third parties:
conditional “voice” (reputation
cooperation via, e.g., |effects)

“tit for tat”
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Hypotheses — Summary

trustworthiness
iIncrease with the
likelihood of future
interactions

Dyadic Network
embeddedness embeddedness
Learning|Trust increases Trust increases
(decreases) with (decreases) with positive
positive (hegative) (negative) information on
own experiences with |the trustee received from
the trustee other trustors
Control |Trust and Trust and trustworthiness

Increase with the trustor’s
control opportunities
through her network with
other trustors

> Universiteit Utrecht
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By Way of Conclusion: Some Remarks on
How to Tackle Puzzles, on Theoretical

Pluralism and Social Rationality, and on
“What Would be ‘Better Alternatives’?”

: ¢ Universiteit Utrecht IC S
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Examples of Puzzles

e There are many puzzles for the rational
choice approach and some are related to my
“case study”’, e.g.

1. “standard (...) models based on full
rationality and narrow self-interest tend to
overestimate the difficulties of promoting
trust in one-shot situations, and
underestimate the difficulties in ongoing
Interactions” (Bolton & Ockenfels 2009: 31)

2. Consistent support for network control
effects on trustworthiness of trustee but
hardly support for network control effects on
trust of trustor
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Rational Choice Models Provide
“Benchmarks”

e Puzzles := systematic deviations from the
predictions that follow from the standard
assumptions of (1) equilibrium behavior and (2)
selfishness (““utility=own money”)

e Such puzzles become themselves explananda
(Harsanyi: the standard assumptions provide
“benchmarks’)

e The explanation of these puzzles requires, by
definition, modifications of the standard
assumptions

e Adequacy criterion for such modifications:
Independent testability /7 new predictions
(including new predictions on macro outcomes
and/or effects of social conditions)
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Strategies for Modifying RC Models

1. Modifying rationality assumptions (e.g.,
bounded rationality, evolutionary
models, etc.)

2. Modifying substantive assumptions on
preferences and beliefs (e.g., non-selfish
utility, iInequity aversion, etc.)

3. Modifying assumptions on the social
context

4. Combinations of 1, 2, and/or 3

O 5|+
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Theoretical Pluralism,
Including Social Rationality

e All modifications and theoretical
alternatives should be welcomed that
assure independent testability and
provide new predictions (including new
predictions on macro outcomes and/or
effects of social conditions)

e | see no reason to construe artificial fault
lines between a “standard rational choice
approach” and such modifications,
Including social rationality

3 > Universiteit Utrecht IC S
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What Would Be a “Better Alternative” to
the Standard Rational Choice Approach?

e A “better alternative” (in the sense of
new and empirically supported

predictions) would have to satisfy two
criteria:

1.“Better” as a theory of individual
behavior

2.“Better” as a theory of macro-
phenomena

e What to do as long as a better

alternative is not available? Encourage
theoretical pluralism!

O 5|+
f_ > Universiteit Utrecht IC S
74 4

——
40 RUG/UU/RU




Thanks for your attention!

e Apologies for rushing through (too) much
material

e More information:
http://staff.fss.uu.nl/wraub

e Review paper on the literature on
embeddedness effects on trust: Buskens
& Raub (2010) Rational Choice Research
on Social Dilemmas, mimeo, Utrecht
(downloadable from the website)

e Raub, Buskens & Van Assen (2011) Micro-
Macro Links and Microfoundations iIn

Sociology, Journal of Mathematical
Sociology 35: 1-25
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http://staff.fss.uu.nl/wraub

MATHEMATICAL
SOCIOLOGY
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Additional Slides
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Examples of Hypotheses
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