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SOCIAL EXCHANGE THEORY

Primary Disciplinary Field(s): Sociology; Social Psychology; Behavioral Economics;

Organizational Behavior

Proponents: George C. Homans; Peter Blau; Richard Emerson; Harold Kelley and John W.

Thibaut

1. Core Principles

Social Exchange Theory (SET) posits that all human relationships and interactions are

fundamentally characterized by a series of exchanges--a calculated give-and-take motivated by

self-interest. The theory views social interactions through an economic lens, where individuals are

rational actors seeking to maximize their rewards and minimize their costs. The overarching goal of

any social actor is to achieve the greatest possible profit, defined as the difference between the

rewards received and the costs incurred in a relationship or interaction. This perspective moves

beyond purely internal psychological drives, asserting that social behavior is largely predictable

based on the history of reinforcements and punishments received from others.

A central and defining principle of SET, often highlighted in early formulations, is the expectation of

reciprocity. If an individual receives a benefit--whether material goods, emotional support, or

social approval--there is a normative pressure and often an explicit expectation that they must

return an equivalent benefit in the future. This principle is vital for maintaining social stability and

trust; without the confidence that contributions will be repaid, the structure of ongoing social

exchange collapses. SET argues that adherence to this rule of reciprocity ensures the continuation

of beneficial relationships, as individuals are less likely to exploit partners who have already

invested in them.

Furthermore, the theory does not solely focus on immediate profit maximization; it incorporates the

concept of perceived fairness and justice. Individuals evaluate their relational outcomes not in

absolute terms, but relative to what they believe they deserve (Comparison Level) and what

alternative relationships could offer (Comparison Level of Alternatives). If an outcome is judged as

unfair, even if the absolute rewards are high, dissatisfaction and subsequent behavioral

adjustments (such as reducing contributions or exiting the relationship) are likely to occur. Thus,

social exchange is inherently constrained by societal norms, personal expectations, and the

availability of viable alternatives.

2. Historical Foundations and Key Proponents

The foundations of Social Exchange Theory emerged predominantly in the mid-20th century,

drawing heavily on behavioral psychology and microeconomics, particularly the principles of
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reinforcement learning championed by B.F. Skinner. While the notion of exchange in society is

ancient, dating back to anthropological studies of gift economies, it was sociologist George C.

Homans who provided the first rigorous theoretical framework for applying these economic

principles to face-to-face social interaction in his seminal 1961 work, Social Behavior: Its

Elementary Forms. Homans focused on small groups and highly localized interactions, viewing

social behavior as conditioned responses to rewarding or punishing stimuli received from others.

Shortly after Homans' behavioral interpretation, Peter Blau, in his 1964 work Exchange and Power

in Social Life, expanded SET into a more sophisticated sociological perspective. Blau distinguished

between economic exchange (governed by explicit contracts and measurable goods) and social

exchange, which involves unquantifiable, often diffuse obligations, such as friendship, respect, or

approval. Blau's framework was crucial because it accounted for the emergence of complex social

structures, hierarchy, and power imbalances. He argued that when one party provides a valuable

resource that cannot be reciprocated immediately or directly, the recipient becomes dependent,

granting the provider social status and power.

The third major strand of SET development came from social psychologists John W. Thibaut and

Harold Kelley, who introduced the Interdependence Theory in 1959. Their approach placed

greater emphasis on the cognitive processes involved in evaluating relationships and introduced

the crucial concepts of Comparison Level (CL) and Comparison Level of Alternatives (CLalt). While

Homans and Blau focused on why exchanges occur, Thibaut and Kelley detailed the mechanisms

by which individuals assess the quality and stability of ongoing relationships, focusing particularly

on dyadic interactions like marriage and friendship. The integration of these three perspectives--the

behavioral (Homans), the structural (Blau), and the relational (Thibaut and Kelley)--solidified SET

as a robust, multi-disciplinary framework.

3. Key Concepts and Components

SET relies on several interlocking concepts to explain the dynamics of social interaction. The most

fundamental concept is the distinction between Rewards and Costs. Rewards are defined as the

positive consequences associated with an interaction, which satisfy needs or desires; these can be

tangible (money, gifts) or intangible (love, approval, feeling competent). Costs are the negative

consequences, including time spent, effort exerted, emotional stress, or loss of alternative rewards.

The calculus of exchange centers on the Outcome, or profit, which is simply calculated as the total

Rewards minus the total Costs (Outcome = R - C). A positive outcome suggests a profitable and

desirable relationship, while a negative outcome indicates a loss, prompting the individual to seek

adjustments or withdrawal. However, a positive outcome alone does not guarantee satisfaction or

stability; the outcome must be evaluated against two critical standards, which represent the

subjective nature of social value.
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The first standard is the Comparison Level (CL). This represents the minimum standard of

acceptability for a relationship, based on an individual's past experiences and observations of

others' relationships. If the current relationship's Outcome exceeds the CL, the individual is likely to

feel satisfied. The second standard, the Comparison Level of Alternatives (CLalt), is arguably

more important for predicting relationship stability. CLalt represents the perceived outcome the

individual could receive from the best available alternative relationship or situation (e.g., remaining

single, entering a new partnership). If the current relationship's Outcome is lower than the CLalt,

the individual is likely to leave, even if the current relationship is, objectively, satisfying (i.e., its

Outcome is above the CL).

4. Applications in Interpersonal Relationships and Organizational Behavior

Social Exchange Theory has proven immensely valuable across various disciplinary fields due to

its high predictive power regarding human motivation and relationship dissolution. In the realm of

interpersonal relationships, particularly romantic partnerships, SET provides a framework for

understanding satisfaction, commitment, and breakup dynamics. Couples constantly monitor the

costs (e.g., conflict, personal sacrifices) and rewards (e.g., emotional intimacy, shared resources)

of their relationship. Dissatisfaction often occurs not because of low absolute rewards, but because

one partner perceives a better alternative or feels their rewards fall below their CL, suggesting their

investment is not paying off relative to others.

In the context of Organizational Behavior and Management, SET is applied to explain worker

motivation, job satisfaction, and organizational commitment. Employees view their employment as

an exchange: they contribute effort, skill, and time (costs) in exchange for salary, benefits,

recognition, and security (rewards). A sense of organizational justice, where employees perceive

fair treatment and equitable outcomes compared to their peers, is a direct application of SET's

fairness principles. When employees feel they are highly rewarded for their contributions (high

profit), their commitment to the organization increases, reducing turnover intentions.

Furthermore, the theory is used extensively in understanding social marketing and prosocial

behavior. For instance, volunteerism can be understood as an exchange where the cost of time

and effort is offset by the psychological rewards of feeling altruistic, gaining status, or developing

skills. Even seemingly selfless acts are analyzed through a lens of generalized reciprocity or

delayed self-interest. In political science, SET helps explain coalition formation and voting

behavior, where support is exchanged for promised policy benefits or access to power.

5. Equity Theory and Distributive Justice

While SET generally focuses on profit maximization, a significant refinement came with Equity

Theory, often considered a specialized branch of social exchange. Equity Theory, primarily
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developed by Elaine Hatfield (formerly Walster), argues that individuals are not simply seeking to

maximize their own outcomes, but rather to ensure that the ratio of their outcomes to their inputs is

equal to the ratio of their partner's outcomes to their partner's inputs. The formula for equity is:

(Outcomes A / Inputs A) = (Outcomes B / Inputs B).

When a relationship is perceived as inequitable--either because one is over-benefited or under-

benefited--psychological distress results, motivating one or both partners to restore actual equity

(e.g., changing inputs) or psychological equity (e.g., cognitively justifying the imbalance). Equity

Theory is particularly effective at explaining distress in situations where one party feels they are

putting in significantly more effort or resources than their partner while receiving proportionally

fewer rewards.

The introduction of equity formalizes the concept of distributive justice within social exchange. It

highlights that social actors are often motivated by the perceived fairness of resource distribution,

not just the absolute level of personal reward. An individual may tolerate a suboptimal absolute

outcome if they perceive the exchange as fair relative to their partner's contribution, demonstrating

the powerful influence of social comparison on relational satisfaction.

6. Criticisms and Limitations

Despite its broad applicability, Social Exchange Theory faces significant academic criticism,

primarily concerning its underlying assumption of rational, self-interested behavior. Critics argue

that SET is overly reductionistic, simplifying complex human motivations--such as genuine

altruism, moral duty, or irrational passion--to mere calculations of costs and benefits. While

proponents argue that even altruism can be framed as an exchange for internal rewards (e.g.,

relief from guilt, positive self-image), critics contend this approach drains human action of authentic

meaning.

Furthermore, SET is often accused of being tautological, meaning its definitions are circular. If a

person chooses to remain in a costly relationship, the theory simply defines their persistence as

evidence that the "rewards" (which must be abstract or hidden) outweigh the "costs." Because

rewards and costs are subjectively defined and often measured post-hoc, the theory can struggle

to make falsifiable, non-trivial predictions about behavior that has not yet occurred, particularly

regarding non-economic social goods like love or devotion.

A final structural limitation involves its handling of power and structural inequality. While Blau

addressed power imbalances, critics from critical theory and conflict perspectives argue that SET

often overlooks the systemic constraints imposed by larger social structures (class, gender, race)

that limit individuals' access to rewards and viable alternatives (CLalt). Individuals in marginalized

positions may remain in exploitative relationships not because they calculate positive profit, but

because systemic barriers make better alternatives unattainable, a factor often poorly addressed
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by the individualistic calculus of exchange.

Further Reading

Social Exchange Theory (General Overview)

Blau, P. M. (1964). Exchange and Power in Social Life.

Homans, G. C. (1961). Social Behavior: Its Elementary Forms.

Equity Theory in Social Psychology
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