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UNDERSTANDING THE IMPACT OF ARMED CONFLICT ON
SOCIAL CAPITAL AND NETWORKS IN SOUTH OSSETIA.

Svetlana Valieva'

A key to an individual’s welfare rests in society and how it organizes itself. Correspondingly, the
main intention of armed conflict is the dissolution of the cohesiveness of a social group under
attack. Armed conflict in South Ossetia has undoubtedly become a collective trauma for all
witnesses and matters of security have dominated the minds of the South Ossetian society over
the last twenty years. Now that the focus has shifted to reconstruction, state-building and
economic development, South Ossetia is faced with the challenge of rebuilding of its social
structures and healing the effects of uncertainty brought upon by conflict.

With loss of lives, permanent injuries, population displacement, destroyed infrastructure,
political instability, and ensuing insecurity comes the flight of human capital from a conflict-
affected locale. Human capital has been described as “a central mechanism in economic growth
and development processes.” Distinct from physical capital, defined as accumulated physical
and financial wealth and typically emphasized by classical economics, assets in the forms of
human capital and social capital “are now being seen as having as much, if not more,
significance for economic growth.”™ Social (and institutional) capital is vested in relationships
between individuals, whereas human capital includes education, experience, and natural talents.”

In a place of a relatively small size such as South Ossetia, dense patterns of social ties are formed
within communities and act as sources of new knowledge and resources. Such social networks
transmit information about opportunities and allow for mutually beneficial collaborations
through conjunctures of events. During the conflicts over the last two decades these functional
communities have been demolished, along with the social capital embedded in these networks.
South Ossetia can be characterized by the presence of dense networks, which are generally
prevalent in smaller groups, making it a perfect example for analysis of social networks and
capital.

This article focuses on the impact of violent armed conflict on the contextual conditions of social
networks in South Ossetia, with implications on economic performance. The article begins with
an overview of social capital and network theory followed by application in the context of South
Ossetia. Next, specifics of the post-war environment are reviewed. Finally, recommendations are
provided for further research, followed by conclusions.
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SOCIO-ECONOMIC CONSIDERATIONS OF SOCIAL CAPITAL AND NETWORKS
REVIEWED

An export from sociological theory, the concept of social capital, in the form or mobilized social
ties, represents a relational resource of individual actors fundamental to the establishment of
social cohesion and economic stability. The social capital hypothesis holds that those with better
social capital are better able to realize their goals through networks of exchange.’ In the sphere
of socio-economics, the aspect of relationships on value co-creation is achieved through
coordinated action allowed by social networks.

The concept of social capital went from being “an individual asset to a feature of communities
and even nations.” ® Collective social capital rests within the structures of communities and is
shaped through exchange of social support among households. The collective good aspect of
social capital on a wider community can be seen through relations between two individuals
having external effects on other persons and by creating trust. Social structures also, in turn,
shape actions of individuals.

Social network analysis is an approach related to, but distinct from, social capital. Social network
analysis assumes the interdependence of social actors, allowing for the examination of the
structures of relationships between them. Taking into account the context within which
individuals shape one another’s actions, social network analysis studies patterns of relations,
with outcomes caused by unique constraints, opportunities and perceptions.

Social networks are constructed through social interactions and meeting of obligations of
reciprocity, leading to development of norms and their subsequent institutionalization of group
relations. Such group norms and culture also have the ability to “shape skill and productivity.”’
These group relations, with their structure and dynamics influenced by the interaction of their
elements, serve as usable as reliable sources of benefits. In shaping economic as well as
collective action,® social ties build a collective capacity, or social capital at a collective level.

Due to their dynamic nature, social networks create opportunities and allow for productive
integration through the establishment of contacts with counterparts. By connecting expertise and
desires, networks use social ties to act as sources of new knowledge and resources in today’s
postindustrial society where ideas serve as capital and offering analytic advance. Moreover,
markets develop through “their origination phase of social networks,” which make access to
economic resources through social resources possible. '’
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Flow and quality of information determine the impact of social structures on economic
outcomes.'' Through larger and more efficient information dissemination, social networks serve
as sources of innovation and its diffusion. Social networks are also at the heart of the networked
information economy, bypassing the limitations of the market-based production places and
organized in a decentralized pattern in today’s considerably more complex and service-oriented
economic systems.

Although “much of social life revolves around a non-economic focus,” the mixing of society and
economics is what produces the effect of social embeddedness of the economy.'”> Embedded in
individual and organizational networks, social capital is measured by the available resource links
and an actor’s control over those links."” The productivity of social capital at a collective level
can be considered in terms of reduced production, transaction, and monitoring costs.

THE ROLE OF SOCIAL CAPITAL IN THE SOUTH OSSETIAN CONTEXT:
IMPLICATIONS FOR NORMS, GOVERNANCE, AND THE ECONOMY.

Social relations in South Ossetia

Large shocks such as armed conflicts tend to produce profound restructuring of existing social
norms and distributional arrangements.'"* South Ossetia’s ubiquitous collectivistic worldview
permeates all spheres of life, solidifying relationships both within and outside of households. A
close look at the social structure in South Ossetia points to the existence of a tightly-woven
community. Cooperation, based on considerations of sharing a common future and past
experiences, influences all spheres of community activities.

One major benefit of denser networks is the greater ability to emphasize trust by molding
individual behavior. Since norms play a large role in establishing a “moral community” with a
threat of “collective punishment,”'” they tend to be easier to enforce within denser networks.
Besides serving a source of family support, social capital created by tight community networks is
also useful in rule enforcement and thus bears a social control function.'®

The overall damage caused to the social fabric post-conflict encompasses the less tangible and
measurable costs compared to the physical harm of war.'” The population data for South Ossetia
indicate that there have been dramatic changes since 1991. In the fall of 2015 a census was
undertaken in South Ossetia, with final results to be published in mid-2016. The preliminary
results point to the permanent population of a little over 51 thousand people, with Tskhinval

! Granovetter, “The Impact of Social Structure on Economic Outcomes,” 33.

'2 Granovetter, “The Impact of Social Structure on Economic Outcomes,” 35.

"3 Henk Flap and Beate Volker, eds., Creation and Returns of Social Capital (Routledge, 2004).

' Patricia Justino, “The Impact of Armed Civil Conflict on Household Welfare and Policy Responses,” Department
of Economic and Social Affairs of the United Nations Development Policy Analysis Division, (2008),
http://www.un.org/en/development/desa/policy/wess/wess_bg_ papers/bp_wess2008 justino.pdf

'S James E. Rauch, “Business and Social Networks in International Trade,” Journal of Economic Literature 39, no. 4
(2001): 1177-1203.

' Eric L. Lesser, Knowledge and Social Capital: Foundations and Applications (Butterworth-Heinemann, 2000).

' Deborah J. Warr, “Gender, class, and the art and craft of social capital,” The Sociological Quarterly 47, no. 3
(2006): 497-520, DOI: 10.1111/5.1533-8525.2006.00056.X.



Svetlana Valieva

alone containing 30 thousand inhabitants.'® The previous census was conducted in 1989, at
which point 98.5 thousand inhabitants were reported with 42.3 thousand living in Tskhinval."

Impact of social coherence on state-building and institutions

Social capital plays a significant role in the overall governance environment and the efficacy of
government institutions.”’ In turn, “effects of networks seem to be conditioned by institutions.”?'
Thus, the mutually reinforcing relationship between society and its institutions cannot be
underestimated.

Social capital enables people to solve collective action problems through the presence of well-
performing political institutions, thereby promoting political efficacy, maintaining peace and
contributing towards post-conflict recovery and local development. Correspondingly,
“organizations, as institutional settings, are conducive to the development of high levels of social
capital.”** Therefore, it is not surprising that profound effects of conflicts on the distribution of
social capital among individuals translate to the way communities relate internally and
externally.

Traditions and focus on communal ties serve an important role in socio-political self-
organization in Ossetia, as seen within older forms of communal order and those of the more
recent past. An earlier example of a shock rearranging the socio-political self-organization of
communities was seen following hostile incursions into territories inhabited by Ossetians taking
place in the 13™ and 14™ century, which forced Ossetians to retreat into more mountainous
areas.” At that time, an older method of governance actualized through a gathering called
‘nykhas’ returned, serving as a reversion from a feudal system of organization, and actualizing
the communicative principles of the traditional political culture in Ossetia.**

Organizing the daily life of the community, the ‘nykhas’ served as the coordinator of power
relations within political-economic unions of settlement groups. Showing importance of public
opinion in exercising authority, the ‘nykhas’ as a council held a democratic essence and
socializing potential by modeling many aspects of meaningful conduct. Although the ‘nykhas’
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lost its initial importance in the public sphere of Ossetian societies towards the end of the 19"
century > it remains an important example for the analysis of the communicative aspect of the
political culture of the Ossetians.

The ‘nykhas’ as a form of societal self-organization was prevalent during periods of isolation of
the Ossetian societies. Similarly, the conditions of economic and political isolation of South
Ossetia prior to 2008 precipitated a return to a process of social networks formation based on
blood-relative relations. As a result of this transformation, and a reduction in social and political
capital, the main structures of political system began to exhibit a de-facto communal character
and the political behavior, to a large extent, became determined by the factor of communal
belonging.

With the partial recognition of statehood post-2008, the nature of internal and external decision-
making in South Ossetia, particularly in connection with the distribution of the externally
received resources, became the source of skepticism towards the effectiveness of the existing
state structures and political governance. Moreover, the question of how the new government
should be built following the decades of conflict is a sensitive issue when it comes to the
perceptions by the outside world, for which an interest in portraying the process of state-building
in South Ossetia as unsuccessful and statehood as unrealized may exist.

The conflicts in South Ossetia have undoubtedly lowered the state’s ability to solve problems
and hampered its functioning. The results of the lowered administrative potential were mirrored
by the low-rating of the politicians from the previous administration, largely due to
embezzlement of reconstruction assistance,”® which were captured by a survey conducted in
2011 on the eve of the presidential election campaign. >’ These sentiments, reflecting the
dissatisfaction of the South Ossetian residents with the work of the post-war administration,
echoed dissatisfaction with economic and other dimensions of welfare.

The survey, intended to obtain public opinion on the socio-economic and political situation in
South Ossetia, made a connection between existing socio-economic problems and the mass
population exodus. Experts who participated in the survey”® alluded to the ineffective work of
state structures in South Ossetia and assessed the economic development of South Ossetia as low
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due to the current demographic situation.”” The main problems reported included unemployment,
poverty, quality of medical services, corruption and lack of opportunity for the young.*

While conflict negatively affects the institutional ability to shepherd the economy, provide basic
social services, and maintain socio-economic stability,”’ further compounding the problems in
South Ossetia is the lack of a strong civil society. Social capital in the political sphere is highly
associated with civil society, as it produces a dense civil society, balancing the power of the state
and reducing the reliance of the populace on the state.’> Although a stronger civic society
presence could help increase transparency and mitigate some of the effects of the conflict, the
line between the state apparatus and civic society is rather blurred.”> Development of
independent civil society groups would bring a higher degree of attention to socio-economic
issues and promoting cooperation between individuals.

Economic development trends in South Ossetia post-conflict

Destruction entailed by warfare, combined with the erosion of institutions, typically leads to a
deterioration of the economic environment. The economic disruption and isolation as a result of
violent armed conflict and tension over the last twenty years has produced severe negative long-
term social and developmental consequences in South Ossetia.

Economic institutions evolved as social constructions and economic activity is coordinated by
groups of people rather than isolated individuals,* further emphasizing the embeddedness of
economic activities in social structures. Transactions take place through loose collections of
individuals who maintain ties, thereby facilitating embeddedness.

Since economic action is embedded in social structure, with the decimation of the population
goes the undermining of the basis of the economy and crumbling of statehood. Conflicts also
change social relations in ways that affect also the non-asset, but economically relevant quality
of life and welfare. The events of the last twenty years reversed the economic and social
development achieved prior to the start of the conflict in 1989.

The last decades of the Soviet period saw an improvement in the economic and social
development of South Ossetia within the framework of a program providing funds to
nationalities inhabiting the peripheral regions of the Soviet Union. This program countered the
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minimal opportunities for self-sufficiency and development afforded by the central government
of the Georgian SSR* and was responsible for an increase in the number of industrial and social
infrastructure objects in South Ossetia.

It is also important to note that the adverse economic shock of the 1991 war in South Ossetia was
compounded by the collapse of the Soviet Union, thereby presenting a separate developmental
challenge. Armed conflicts during the period of transition from a planned economy significantly
hampered the process of necessary economic and political reforms. Furthermore, many of the
social problems during the transitional period were exacerbated by the destruction of
infrastructure for data collection and the resultant absence of reliable information which would
aid in such reforms.

The deterioration of the economic environment due to conflict contributes to a reduction in the
desired levels of factors of production, as some mobile factors (such as physical and human
capital) are more able to leave than others (such as land), giving rise to a gradual exodus of these
more mobile factors.’® The flight of human capital goes hand in hand with a reduction in
economic interdependence both within the local economy and with outside trade partners.
Similar to the period prior to the dissolution of the Soviet Union, South Ossetia’s reliance on the
Russian Federation still continues particularly when it comes to external trade.

Economic problems were found to be felt so acutely in South Ossetian households that 24
percent of residents surveyed in 2010 expressed a desire to move out of South Ossetia.’’ Of
those, more than half are interested in immigrating to Russia in search of better economic
opportunities.”® Another 2010 survey of South Ossetians determined that almost all households
surveyed have family members in Russia, *” further solidifying the dependence on the Northern
neighbor.*’

Besides the loss of valuable human capital resulting from casualties, migration, and displacement
of people, the removal of private funds which could have been used for investment is another
reality of post-conflict states.*’ Confirming this trend is the fact that the public sector currently
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statehood and identity]," FOuxcnas Ocemus 6 yciosusx cmpykmypHulx npeoopazosaruii: ObuecmeeHnvle npoyeccyl
u koH@rukmozenHolil nomenyuan [South Ossetia during structural transformations: Societal processes and conflict
potential], IloBomKCcKast akaieMHs TOCyIapCTBEHHOIT cirysx0b1, Caparos, 2010 (translation by author).
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represents the largest employer and source of income in South Ossetia.** With both the private
and public sectors not leaving much in the way of options for the youth of South Ossetia,
approximately half of those graduating secondary-level schools and wishing to continue their
education leave for Russia.*’ This trend exacerbates the challenge of maintaining the minimal
population count in South Ossetia for the necessary level of activity for economic self-
sustainability.**

RECOMMENDATIONS

Social capital and networks are areas suggested for empirical study in South Ossetia, particularly
when it comes to tie formation and dissolution. Examining the impact of human and social
capital loss in South Ossetia would require extensive collection and review of data. Taking into
account the manner in which social capital is distributed among individuals as well as its creation
and returns, such collection of network data could show social relations and examine different
mechanisms through which social systems affect economic action. A thorough assessment of
households across South Ossetia would also reveal a more complete picture of the social costs of
conflict and its dimensions, and may offer insights into how best to further encourage the post-
war recovery and mitigate the disruption of non-linear dynamics of economic activity.

The role of the state as the abstract mediator resolving a society’s fate is the ultimate one in
deciding the proper allocation of resources in a post-conflict situation. Despite given limitations,
the current situation in South Ossetia presents a chance for carrying out bold reforms through
comprehensive systematic changes, not the least of which is increasing the transparency of
public institutions. Although the government of south Ossetia is facing a significant challenge of
simultaneous reform and removal of the social consequences of war, creating factors that
empower collective action, coupled with access to resources provided by the state, can serve to
build new businesses. Government policies can also stimulate the growth of collective social
capital and rebuild the structure and quality of societal relations.

Since social capital influences social mobility, with institutions of higher education making
decisive contributions to structural dynamics of a society, the importance of improving the
educational opportunities presented in South Ossetia cannot be underestimated. To stem the flow
of the youth graduating from South Ossetia’s secondary schools to Russian universities, the
South Ossetian university complex can be engaged in such an effort. The youth of South Ossetia
should be able to obtain specialized education and knowledge with an emphasis on new
technologies and professions, in order to increase their chances on the labor market and to claim
their rightful place as the main driving force in the restoration of the economic activity in South
Ossetia.

The university complex’ plan to adopt the Russian experience of forming networked structures to
ensure the creation of a strategy for socio-economic growth of innovative potential science and

2 International Crisis Group, “South Ossetia: The burden of recognition,” 5.
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resource “IR”], http://iarir.ru/node/70 (translation by author).
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professional training could facilitate such processes.” Taking into account the regional
specificity, new integrative relations between the South Ossetian State University and the other
local educational and industrial organizations could be realized for economic development.

Tied with the need for the strengthening public institutions is the necessity in improving the
business environment in order to stimulate economic development and offset the high level of
unemployment that currently permeates South Ossetia, as the youth is also more likely to take
risks and to start businesses. According to a recent survey, the youth of South Ossetia has been
characterized as being aware of their potential and realistically assessing their abilities. The
survey of 142 working and studying young people (ages 18-25) concluded that the youth holds
an interest in their future and exhibits a presence of adequate goals for self-development.*®

CONCLUSION

As humans we represent diversely-motivated beings — striving for material gain as well as
psychological well-being and social connectedness. External structures such as communities and
organizations are necessary for individual development through their potential of fostering an
ability “to act freely and effectively.”*’ Therefore, when there are major disruptions such as
population loss and reorientation of the economy we can expect both the available resource links
and the actors’ control over those links to diminish.

Conlflict exposure undoubtedly affects human development and the multi-dimensional notion of
quality of life. In South Ossetia the exposure to conflict lead not only to loss of lives and
inhibited psycho-social well-being, but also the disruption to the non-linear dynamics of
economic activity. Recommendations for how to address the societal cost of conflict that South
Ossetians continue to bear must await the analysis of more complete data to determine the
factors for the longer-term recovery strategy. However, there are clear recommendations that
emerge from this study with regard to what further research would be useful.
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