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1.0 Introduction 

The title for this paper is taken from a comment made at the start of this research project. 
When the project proposal was being discussed at a meeting of the non-profit partners – in the 
absence of any initial discussion of what was meant by "social capital" – the question was 
raised: "what do you mean, 'social capital'?" followed by: "I'm a businessman; when people start 
using the words social and capital in the same sentence, I get nervous."  

An entirely understandable perspective in the polarised political climate of the times. And 
one which provides an objective for this paper. In the context of the recent academic and 
political enthusiasm for social capital and all of its related concepts and terms, many 
assumptions have been made and little agreement has been reached. The origins of social 
capital lie in sociology, but the term (if not the concept) has been replicated in the literature 
spanning the social sciences and has begun to gain currency in political spheres. The hope 
here is that a conceptual map can be developed of the range of terms and meanings that swirl 
about in the space between the market and the state so that a non-specialist audience can 
begin use the concepts that spread out from the term social capital based on a common 
framework of language and meaning. 

The confusion around terms like social capital not only exists between disciplines within 
academia but also, as evidenced by the comment above, between academia and the real world. 
And so, before splitting academic hairs, an initial orientation that makes a clear distinction of the 
kind of social capital we are referring to here is perhaps useful. In this context, social capital is 
not tangible, and is "capital" only in its capacity to make the production or attainment of 
something easier. And it is "social" to the extent that it exists in relationships between people or 
groups, not as a thing owned by society or the state. Note how a quick search of the Internet for 
the phrase “social capital” reveals, inter alia, examples that have a wholly different meaning: 

“… that portion of our wealth that we cannot keep …” 
(Financial Planners at www.tucson.com/trust/soccap.htm) 

“… values-based estate planning …” 
(The Social Capital Institute at www.reninc.com/school) 

 “… companies with undefined ownership …” 
(Agency of the Republic of Macedonia for the Transformation of Enterprises 

with Social Capital at www.soros.org.mk) 

 “… social capital is used by everybody and forms a natural monopoly (e.g., 
highways, airports, public utilities) …” 

(Institute for Economic Democracy at www.slonet.org/~ied) 

This range of meanings, from charitable giving (i.e., my capital, directed towards social 
purposes) to state-owned assets and public goods (i.e., socially-owned capital). In both of these 
cases, the "capital" part of social capital is stressed, with capital existing in its traditional 
economic form of physical plant and equipment and financial assets.2 However, for the 
purposes of this paper, the "social" part of social capital is stressed, with the "capital" part of the 
term applied metaphorically.3 

 



This note attempts to provide a brief survey of the concepts that mingle about the terms 
social capital. Social capital – in the context of this project – refers to the social elements of 
trust, expected norms of behaviour and reciprocity, and networks of civic interaction. It operates 
without the threat of legal sanctions or coercion, nor does it require the incentives and self-
interested motivation of the market’s invisible hand. Yet it does, like other types of capital 
(financial capital, natural capital, plant and equipment, infrastructure, and human capital), 
contribute to overall productivity and the attainment of objectives. Social capital does this by 
increasing the efficiency and effectiveness of all other forms of capital – thus helping the market 
to function properly. As well as having an economic payoff, social capital makes governance 
more effective by increasing legitimacy (and therefore compliance) and making the Hobbesian 
recourse to the Leviathan less inevitable. And while social capital contributes to more optimal 
outcomes in the market and by the state, it does have an inherently social quality about it too; 
communities with high levels of social capital are preferable to places lacking in social capital, 
and high social capital can often make up for shortcoming in other, more tangible, areas.  

Social capital should be a motherhood issue, one which everyone has an interest in working 
towards. However social capital is a public good, leading to the traditional problems of 
undersupply. And since it lies between the market and the state, it is subject to the centrifugal 
forces of exchange (through the market) and enforcement (through the state) – both driven by 
rational self-interested behaviour. And an important qualification must be added: social capital 
has important negative consequences, both within a community and through the externalities 
projected on to other communities. 

Perhaps the only thing that is clear at this point is that social capital is a very open concept, 
and one that allows a great deal of flexibility in the interpretation of its causes, characteristics 
and consequences. What follows is an attempt to divide this wide ranging literature into a 
number of themes and sub-themes, to try to make sense of the different perspectives and 
orientations of various social capital commentators.  

The Good Community: Social Capital's Place on the Balance Sheet 
Social capital, in its non-specialised generic form as it is used here – is similar to the term 

community. This will be reiterated throughout this paper. Ask the person on the street why they 
like their community and the answers will usually centre around three things: economic wealth, 
the surrounding environment and social interactions. Wealth has long been studied and 
measured by economists, and we can generally say whether one community is better off than 
another. Examples might be the unemployment rate and income levels. The worth of the 
surrounding environment is more subjective, but things like climate, air and water quality, 
landscapes, urban design or wilderness are some of what people cite when describing their 
community. But in any community, another important element of living is how people get along 
with each other, how things get done and how those social interactions combine with the 
economic and environmental elements.  

One common use of the term capital originated in economics and it provides a measure of 
wealth. Human capital is a related form, that relates to the skills and knowledge that people 
have and that can be put towards productive purposes. But after people had secured a level of 
financial wealth, many started to feel that there were more important things to life that 
economics was not reflecting. Measures of natural capital were developed to show that nature 
was important both for providing natural resource as well as for the environmental beauty which 
made life worth living. And another element of community life – the social interactions that hold 
the community together – has come to be called social capital.  

Each of these three forms of capital is crucial for any community. And each type of capital 
seems to make the other two more productive and effective. Without economic growth, social 



capital suffers and natural capital faces increasing pressures. If a community has neither 
wilderness nor good urban planning, both economic growth and social interactions are 
lessened. And without social capital, economic activity is held back and natural capital faces 
growing threats.  

But what makes up social capital? The way we are using the term here, social capital refers 
to trust and cooperation between individuals and within groups, actions and behaviour expected 
from community members, networks of interaction, and actions taken for reasons other than 
financial motives or legal obligations. This last set of characteristics helps us to show how 
important social capital is. 

Imagine that you woke one day to find that all forms of government were gone. For some, at 
first glance, this would be a dream come true. But think of the effect of no government on your 
everyday life. In addition to no government services, two primary facts would confront you: 
money may not be accepted as payment (thereby complicating financial motives) and there 
would be no police force (meaning no enforcement of legal obligations or contracts). So starting 
out in the morning to buy food for breakfast would require that you could trust your neighbours 
not to steal everything of value from your home. Even if you and your neighbours did trust each 
other, what about people along the way? When you got to the store, what would the grocer 
accept as payment? At your workplace, what would you accept as payment?  

In a small community, we could imagine that slowly things might start to work themselves 
out. Your neighbours would work with you to protect each other’s houses when someone was 
away. And anyone who broke the unwritten rules of community behaviour would risk the 
consequences from the rest of the community. If shopkeepers felt they could trust you to pay 
them back in some way, they will let you have some food. And if you felt that you would 
eventually get something of value from your employer, you would continue to go to work. In a 
small community setting with high levels of trust, strong expected norms of behaviour and dense 
networks of social interaction, we might eventually be able to work out some systems to replace 
the government. But what about a large city like Vancouver? What would happen if there was 
no government and no police there? The benefits of the small community would not apply and 
other solutions would need to be found. 

This does not mean that small communities automatically have lots of social capital and 
large cities have none. The question instead is: how does social capital help the government 
and the economy function better? Even with police forces and governments, we still need trust 
and expected standards of behaviour and networks of association to make the formal parts of 
our lives (e.g., government and the economy) work better. Trust and norms and networks also 
work to assure that individuals will comply with not only with the letter of the law but also the 
spirit of the law.  

An example from a coastal community, like the ones that are the focus of this research 
project, might help to describe what we mean by social capital: 

A fishing crew is set to go out one morning when one of the crew members calls the 
captain to say that he broke his hand the night before. He talked to his neighbour that 
morning though and, in exchange for looking after his neighbour’s kids for the day, the 
neighbour (who is an unemployed fisherman) will go out on the boat. They’ve also 
worked out how much money each will make under the arrangement. This arrangement 
works because: (1) the crew member and his captain trust the neighbour to do a good 
job on the fishing boat; (2) the neighbour trusts the crew member to do a good job 
looking after the kids, and; (3) everybody is confident that everyone will be paid what 
they expect. 



This example shows how trust, relationships, and expected norms of behaviour make the 
achievement of an objective (whether that be a day’s fishing or looking after one’s children) 
much easier and much less costly than if there had been no “social capital.”  

In this research project, we are trying to find out why some communities seem to have more 
social capital than others and how people and governments can work together to build more 
social capital. If we work to build social capital, it might make it easier to build and protect the 
other kinds of capital. 

While social capital is the phrase around which this discussion is centred, the term is not 
used exclusively. This literature review attempts to map the range of terms and concepts that 
meet in this space between the state and the market. In this, social capital is joined by terms 
such as civil society, community involvement, social cohesion, civic interaction and citizen 
engagement.  

The definition of social capital which has been proposed so far is not universally accepted. 
As the following survey will show, the term social capital has attracted many adherents in the 
recent past, all with their own version of what the term means. While the above might sound as 
though I was suggesting that it was what social capital does mean, or should mean, the 
prevailing theme in this analysis is that social capital is simply a metaphor that can mean 
whatever the user wishes it to mean. That does not mean that, because it means everything, it 
means nothing. Rather, it is a widely encompassing concept that requires that the user provide 
some context to the term to help flesh out what the concept means in the particular context. 

 

The following is a survey of the variety of concepts (and similar, related terms) that mingle 
about the idea of social capital. In section 2, we survey the range of concepts and terms that 
define what social capital is from an academic perspective. In section 3, we look at the benefits 
of social capital for a range of issues, and we also look at how social capital can have negative 
outcomes. Measurement issues are a particularly vexing issue, and in section 4 we survey the 
range of suggested measurements of social capital. Section 5 deals with the question of what to 
do about social capital: if you don't have it, how do you get it, and if you have it – and it's bad – 
what can you do about it? Finally, in section 6, some comments are made drawing on this 
review of the literature to provide a framework for the study of policy relevant question of social 
capital in the context of coastal and rural communities in British Columbia. 



2.0 What is Social Capital? 

As the term social capital is embraced widely in the social sciences and begins to emerge in 
political discourse, its meaning becomes stretched in ways that its originators may have not 
intended. Robert Putnam's popularisation of the term through his high profile "bowling alone" 
theme has engendered some resentment from within the sociology discipline for both having 
recycled existing insights from the literature and having misread the "true" meaning of social 
capital. This trend will only worsen if social capital continues to enter the mainstream of social 
discourse.  

While an overriding theme of this survey is that social capital must become the conceptual 
equivalent of open-source computer code, it is important for those who would adopt the term to 
understand something of where it origins lie. Since a shaky foundation of the underlying 
sociological traditions can lead to unhelpful misinterpretations of the social capital concept, a 
survey of those underlying traditions is undertaken here briefly. 

2.1 A Star is Born: From the Sociological Ghetto to Celebrity Status 
Social capital has existed as a concept in the sociological literature for some time. Most 

social capital scholars agree that the term itself was first used in its contemporary form in The 
Death and Life of Great American Cities, in which Jane Jacobs launched an attack on the 
conventional wisdom of city planning and rebuilding as a method and philosophy that had 
served to deaden the social and economic life of cities. Other writers are credited with 
identifying the concept in its early incarnation, while its refinement in recent years is generally 
credited to Loury (1977), Coleman (1988), Burt (1992), Portes and Sensenbrenner (1993), 
Portes (1995) and Putnam (1993a). Preceding the use of the term social capital, however, is a 
long tradition – originating in the Scottish Enlightenment, according to Woolcock (1998) – 
resting on the idea that trust and norms were needed to facilitate market transactions.4 This 
tradition was suppressed during the utilitarian political economy of the 19th century, and led to 
the counter-movement in the social sciences which resulted in the emergence of sociology as 
an opposing discipline to the dominance of economics. From this sociological tradition, out of 
sub-fields related to Durkheim, Weber, Marx and others came concepts such as "bounded 
solidarity"5, "reciprocity transactions"6, "value introjection"7 and "enforceable trust",8 which 
delineate the four main theoretical traditions in sociology and are related to four types of social 
capital (Woolcock, 1998, citing Portes and Sensenbrenner, 1993). 

Many writers credit Coleman (1988, 1990) with developing the conceptual foundations of 
social capital. Coleman presented a view of social capital as the social-structural resources 
which exist as individually-held capital assets. His early conceptualisation of social capital 
emphasised networks, norms and trust that enhance coordination and cooperation – the 
concepts that Putnam highlighted. Coleman went, however, on to look at how social relations 
can become useful capital for individuals. His theoretical inquiry highlighted three elements: 
assurance for expectations and obligations; information transfer in social relations; and reduced 
transactions costs via norms and sanctions. Despite the "public good" nature of social capital 
(thus leading to its undersupply), Coleman argues that it is built up and depleted not primarily 
through explicit efforts to facilitate cooperation and coordination (e.g., through voluntary 
organisations as Putnam argues) but as an unintended consequence of the formalisation of 
social relationships.  
Robert Putnam's Making Democracy Work (1993a) served to popularise the concept of social 
capital outside of sociological circles and, as a result, engendered a sometimes scathing 
backlash from sociologists characterising it as a damaging misconception of a once-useful 
concept. Putnam's social capital emerged as debates about civil society and the appropriate 
role for government had come to the fore and quickly became an attractive concept both to 



those interested in reducing the role of the state as well as those advocating an expansion of 
participatory governance. As a result of being "many things to many people" (Narayan and 
Pritchett, 1996, p.2), the social capital concept has been applied widely: the project for which 
this review has been undertaken, for example, joins a long list international, governmental and 
academic research and action programs which have adopted social capital as an organising 
framework.  
Portes argues in several places (e.g., Portes and Sensenbrenner, 1993; Portes and Landolt, 
1996; Portes, 1998) that the extra-sociological applications of social capital are misplaced and 
destined to weaken the concept. First, recent interpretations of social capital have made it a 
property of groups and nations, rather than of individuals. Second, the sources of social capital 
are confused with the benefits derived from it. And third, social capital proponents focus 
exclusively on the positive effects of community participation without considering its possible 
negative implications, yet there are several distinctly negative aspects of social capital that 
these analyses miss (see section 3, below). Woolcock (1998) summarises the theoretical and 
empirical weaknesses of the current wave of social capital as: its inadequacy in explaining a 
range of situations; the confusion of sources with consequences; its use to justify contradictory 
social policies across the range of communitarianism, social conservatism, and liberal 
interventionism; and the understatement of corresponding negative aspects. 

Woolcock (1998) does, however, claim that social capital's greatest potential lies in 
providing: 

a credible point of entry for socio-political issues into a 
comprehensive multi- and interdisciplinary approach to some of 
the most pressing issues of our time. (p.188) 

This survey, and its related research project, take the door opened up by Woolcock. Here, 
we leave behind the rigid sociological traditions of the origins of social capital and explore a 
broader, interdisciplinary approach to social capital. We also note the comments of Keefer9 who 
argued that rather than debating what social capital should mean, it would be "more interesting 
and more helpful to … simply to be clear about what we mean by social capital in every 
comment or application or problem."  

Social Capital: Definition 
Woolcock (1998) proposed a general definition of social capital as: 

information, trust and norms of reciprocity inhering in one's social 
networks (p.153) 

that he derived from the major contributors to social capital theory. Some of those definitions 
are laid out in table 1 below.  

Table 1: Leading Definitions of Social Capital 

Social capital is defined by its function. It is not a single entity, but a variety of different entities 
having two characteristics in common: they all consist of some aspect of social structure, and 
they facilitate certain actions of individuals who are within the structure. Like other forms of 
capital, social capital is productive, making possible the achievement of certain ends that would 
not be attainable in its absence. Like physical and human capital, social capital is not completely 
fungible, but is fungible with respect to specific activities. A given form of social capital that is 
valuable in facilitating certain actions may be useless 
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Coleman (1990), p. 302 

[Social capital is] the sum of resources, actual or virtual, that accrue to an individual or a group by 
virtue of possessing a durable network of more or less institutionalised relationships of mutual 
acquaintance and recognition.  

Bourdieu (1992), p. 119 

[Social capital refers to] friends, colleagues, and more general contacts through whom you 
receive opportunities to use [other forms of] capital…. Relations within and between firms are 
social capital… [it] is the final arbiter of competitive success. 

Burt (1992), 9 

[Social capital refers to] naturally occurring social relationships among persons which promote or 
assist the acquisition of skills and traits valued in the marketplace…. It is an asset which may be 
as significant as financial bequests in accounting for the maintenance of inequality in our society.  

Loury (1992), p. 100 

Social capital … refers to features of social organisation, such as trust, norms, and networks, that 
can improve the efficiency of society by facilitating coordinated actions. 

Putnam (1993), p. 167 

Social capital refers to the capacity of individuals to command scarce resources by virtue of their 
membership in networks or broader social structures.  

Portes (1995), p. 12 

[Social capital refers to] the expectations for action within a collectivity that affect the economic 
goals and goal-seeking behaviour of its members, even if these expectations are not oriented 
toward the economic sphere 

Portes and Sensenbrenner (1993), p. 1325  

In reporting on a major social capital conference in April, 1998, Robison and Siles10 note that 
the problem of definition is compounded by the difference between what social capital is, what 
gives rise to it, where it resides and what it can be used to accomplish. The Portes and 
Sensenbrenner definition11, as well as Coleman's definition12, for example, appear to combine 
what social capital is with what it can be used to achieve. Burt's definition13 combines a 
statement of where social capital resides with what it can be used to accomplish, whereas 
Portes' definition14 can be separated into a statement of what social capital and where social 
capital resides. And in Putnam's definition15, the basis for social capital can be separated from 
statements of what social capital can do and where social capital resides.  

In this study, the adopted definition of social capital, which relies most heavily on 
Putnam�倅軟 �N 咲� �榭� � 鉢� , is offered here as: 

the intangible features of community life – such as trust and co-
operation between individuals and within groups, actions and 
behaviour expected from community members, networks of 
interaction between community members, and actions taken by 
community members for reasons other than financial motives or 
legal obligations – that can potentially contribute to the wellbeing 
of that community. 

With reference to the objections raised by Portes and Woolcock (see above), this definition 
acknowledges that social capital – for our purposes – explicitly refers to the positive features of 
community life16; views the accumulation of social capital as something that governments can 
contributed to (or deplete), but it not primarily the purview of government; entails both sources of 



social capital which are also the benefits of social capital; and is manifest in the community, not 
as a benefit to individuals. 

2.2 The Range of Inquiry Bounding Social Capital 
Woolcock (1998) argues that social capital assumes a wide variety of meanings and has 

been rapidly gaining currency in a number of social, political and economic studies. A taxonomy 
derived from the different research field Woolcock delineates is presented in table 2. 

Table 2: Woolcock's Taxonomy of Social Capital Research17 

Social Theory and Economic Development 

Family and Youth Behaviour Problems 

Schooling and Education 

Community Life: (a) In Physical Settings 
   (b) In Virtual Settings 

Work and Organisations 

Democracy and Governance 

General Cases of Collective Action Problems 

The approach taken in this literature review relies less on a survey of the specific research 
fields similar to the taxonomy in table 2 than on a survey of the concepts that various examples 
from the literature attempt to isolate in their work. As such, it does not ignore the Woolcock 
taxonomy, but instead adapts it to suit the purposes of this study. The taxonomy proposed here 
is set out in table 3. 

Table 3: An Alternative Social Capital Taxonomy 

Trust 

Co-operation 

Networks: (a) Real 
  (b) Virtual (CMC) 

Transactions Costs 

Institutions and Rules 

Civicness 

Civil Society 

Participatory Decision Making 

Community Governance  

Community Economic Development 

Social Cohesion / Social Exclusion 

 

Trust 
Fukuyama's (1995) central thesis is that the level of trust inherent in a given society 

conditions its prosperity and degree of democracy, as well as its ability to compete globally. 
Trust is the key measure of social capital, and the author argues that it is accumulated through 
norms of reciprocity and successful cooperation in networks of civic engagement. Trust is 



related to industrial structure and the origin of those organizations that are essential to 
competitiveness and economic well-being. In four low-trust societies (China, southern Italy, 
France, and Korea), familistic structures constitute the basic unit of economic activity, leading to 
difficulty in creating large organizations. Alternatively, high-trust societies (Japan and Germany) 
are able to create large-scale firms. The author claims that trends in the United States illustrate 
a society degenerating into low-trust. Fukuyama’s basic argument is that to obtain economic 
success it is necessary to establish large, democratic, and capitalistic organizations, especially 
corporations. 

Co-operation 
Axelrod (1984, 1997) has investigated the conditions under which co-operation will emerge 

in a world where people seek to maximise their own interests and no authority can be exercised 
by the state. Reciprocity is one of the most powerful norms that leads to co-operation, while fear 
of retaliation also is a strong constraint on defection. In a Prisoner’s Dilemma, co-operation is 
impossible because there is no communication between players and no opportunity to make 
threats or commitments. However, real life rarely works like a prisoner’s dilemma; in a 
community setting, interactions are iterative and the capacity for reciprocity and threats can 
often produce the conditions necessary for co-operation. Thus, efforts that enhance interactions 
between different communities can serve to increase the likelihood of co-operation in a larger 
area. 

N.B.: Robert Frank's work on altruism: trust and co-operation which are not engaged in for 
reciprocity or fear of retaliation. 

Networks 
(i) Forms of Social Organisation 

(ii) Computer Mediated Communication 

Transactions Costs 
Social capital as an aid in reducing transactions costs 

Institutions and Rules 
Elinor Ostrom (1990) has noted that some institutions designed to manage common-

property resources have succeeded in overcoming the logic of collective action. This is 
accomplished through clearly defined boundaries, rule-making by the affected parties, 
graduated sanctions for violators, and low cost conflict resolution mechanisms. This “new 
institutionalism” does raise a chicken and egg problem, however: the residents in uncivic 
regions are unable to create the institution, for the same reason that they need it in the first 
place. But Ostrom also reports that, in reference to small scale common property resources, 
“when individuals have lived in such situations for a substantial time and have developed shared 
norms and patterns of reciprocity, they possess social capital with which they can build 
institutional arrangements for resolving [common property resource] dilemmas.” (p.183).  

Thus, for Ostrom, the resolution of the dilemma posed by the logic of collective action 
hinges on the concept of social capital and the “soft” solutions of trust and community. Social 
capital refers to features of social organisation, such as trust, norms, and networks, that can 
improve the efficiency of society by facilitating coordinated actions. And voluntary, mutually 
beneficial, cooperation is more easily achieved in a community that has inherited and preserved 
a substantial stock of social capital.  

Civicness 



The idea of civic virtue as the key determinant in the success or failure of political institutions 
has been around since the Greek polis, who emphasised community and the obligations of 
citizenship. This view was, for the most part, vanquished by Anglo-American liberalism (e.g., 
Hobbes and Locke), which stressed individualism and individual rights. The U.S. Constitution, 
for example, does not assume that the citizenry is virtuous and civic-minded; rather, modern 
American democracy was designed for the selfish. For almost two hundred years, liberalism 
held sway over the civic humanism of republicans. In recent years, however, this dominant 
theme in Anglo-American political thought has undergone some revision, with the re-discovery 
of civic humanism (with social capital an important outgrowth of that revival).  

Putnam (1993) reported on a study of regional governments in Italy designed to investigate 
what the necessary conditions are for creating strong, responsive and effective representative 
institutions. In it, a successful democratic institution is defined as being both responsive and 
effective: sensitive to the demands of the citizenry and effective in using limited resources to 
address those demands.18  

Putnam attempts to explain differences in performance through an examination of the link 
between performance and the “civic community”. Putnam identifies the civic community as 
marked by an active and public spirited citizenry, vibrant networks of civil engagement, 
egalitarian political relations, a social fabric of trust and cooperation and many diverse 
organisations and associations.  

Civil Society 
Civil society refers to the class of institutions located between the family and the state, the 

forums in and through which there is an attempt to harmonise, where necessary, "the conflicting 
demands of individual interests and social good." (Seligman, 1993, x – quoted in Woolcock, 
1993, fn.6). 

The concept of civil society has a long history in social and political thought. Its roots begin 
with Aristotle and the early Greek philosophers, and can be traced through time to democratic 
theorists, such as John Locke, Alexis de Tocqueville, and John Stuart Mills, to social and 
political analysts and commentators in today's policymaking arena. While the term "civil society" 
is gaining more prominent recognition as a framework for viewing community life and social 
interactions, it remains loosely defined and conceptually abstract.  

In its broadest sense, civil society refers to the proliferation of formal and informal 
associations, organizations, and networks that exist outside of the state and the business 
sector. These groups are characterised by citizen participation and the free exchange of ideas, 
values, and beliefs. They form the core of civic activity, and are the domain of citizen interaction. 
While civil society represents a distinct and separate sphere of activity, it is deeply interactive 
with the state and the market.  

Participatory Decision-Making 
 

Community Governance 
 

Community Economic Development 
Justification for the focus on social capital has been based on the role social capital plays in 

enhancing the ability of communities to manage human, economic and environmental capital 
(Flora & Flora,1993). High degrees of social capital have been suggested to enhance a 
community's ability to manage controversy (Flora, 1997). Yet, little is known about the 



development of social capital within a community. The primary distinction between the social 
field and the community field is that in the social field individuals pursue their own self interest 
while a community field cuts across and  is  more generalised. It is within the community field 
that we see collective action focusing on public good.  

Social Cohesion / Social Exclusion 
Strong social cohesion can help to forge consensus on important issues. However, strong 

communities can be difficult for outsiders to penetrate, as well as making it difficult for the 
community to integrate new ideas and innovations. And a strong community consensus that 
works for the benefit of the community might fail to recognise the negative externalities that that 
consensus imposes on other communities that were not a part of the decision making process. 
This idea will be of particular interest in this study, as community consensus can be forged in 
the absence of a guiding policy from higher orders of government.  



3.0 Good and Bad Social Capital 

Recent popularisations of social capital (e.g., Putnam, 1993a) have interpreted the concept 
as beneficial with no significant negative consequences. This derives partly from Coleman's use 
of the term because his two essays (1988, 1990) on the topic treated social capital as an 
positive factor. Portes and Landolt (1996) describe three significant problems that can be 
associated with strong social capital: 

• Conspiracies against the public: The same strong ties that help members of a group often 
enable it to exclude outsiders – whether based on ethnic prejudice, class distinctions, or a 
predisposition against newcomers. 

• Restrictions on individual freedom and business initiative: Membership in a community 
also brings demands for conformity, stifling individualism Tight social networks can also 
undermine business initiatives, where the press of obligations to family and friends routinely 
undermines business success. 

• Downward levelling pressures: While Putnam echoes the common view that the inner city 
is short on sociability, careful studies show the opposite. In poor areas, many people rely on 
their social and family ties for economic survival. There is considerable social capital in poor 
communities, but the assets obtainable through it seldom allow participants to rise above 
their poverty. Social networks that provide access to resources and enforce conformity also 
produce "public bads": Mafia families, prostitution rings, and youth gangs.  

On other important negative consequence of social capital are the extra-community negative 
externalities that are imposed on other communities as the result of one community forging 
consensus that works to the benefit of that community but to the detriment of its neighbours. 
This is an adaptation of Portes and Landolt's first negative consequence, where the concept of 
community is broadened (from the village, town, city or region, outward to the area, province, 
nation, etc.) 



4.0 Measuring Social Capital 

if you ever could figure everything out, if you ever could have a 
social science that really is a science, then we should be the first 
ones to be disappointed. We would be dismayed because if man 
becomes like that, he could be figured out. And that means he is 
not worth as much as we think – I take this to mean that we 
should ‘measure’ what we can, while also recognising … that most 
of what is important in life is both unknown and unknowable. 

Albert Hirschman19 

 

 



5.0 Building Positive Social Capital / Addressing Negative Social Capital 

If social capital promotes economic development and effective governance then a logical 
next question is, "Can social capital be increased in places where it is low?" If social capital is 
not constructable, then studies of the level and characteristics of social capital serve primarily as 
indicators of development prospects for communities – if social capital is low, don't bother.  

A debate in the literature hinges on the possibility of building social capital where it is weak 
based on a role of formal governmental institutions, versus the view that state often plays a 
destructive role in undermining social capital by crowding out voluntary action. Another view 
argues that the existence of professional services and market sources of supply cheapens any 
volunteer contributions.20 This debate places social capital in the vice of the market and the 
state. 

 



6.0 Conclusions 

 



Endnotes 
 
1 The Non-Profit Sector Research Initiative Project on Social Capital and the Non-Profit Sector in 
Threatened Coastal and Rural Economies is a collaborative project of the Centre for Public Sector 
Studies (University of Victoria), the Community Economic Development Centre (Simon Fraser University) 
and the Inner Coast Natural Resource Centre (Alert Bay, British Columbia). Project funding has been 
provided by the Kahanoff Foundation through the School of Policy Studies at Queen’s University (which 
provides overall direction for the Initiative), as well as the B.C. Ministry of Fisheries. Project Team 
members include the principal investigator Dr. Darcy Mitchell (Research Associate, Centre for Public 
Sector Studies), and project co-investigators Justin Longo (Research Assistant, Centre for Public Sector 
Studies) and Kelly Vodden (Research Assistant, Community Economic Development Centre). Primary 
responsibility for this present paper lies with Justin Longo. Suggested citation: Longo, Justin. 1999. 
Multiple Meanings and a Myriad of Terms in the Space Between the Market and the State. CPSS 
Working Paper. Victoria: Centre for Public Sector Studies. 
2 The use of the term social capital in classical economics is traceable back to Alfred Marshall (1890) and 
John Hicks (1942). 
3 Some commentators object to the term social capital because it employs a metaphor with such strong 
economic overtones, and considers culture a utilitarian concept that has an external purpose of 
enhancing economic welfare. Still, others are happy to see mainstream ideas from sociology moving into 
policy-making circles – an area traditionally the domain of economics.  
4 For example, Edmund Burke and Adam Smith predicated their belief in the value of the market with 
strict criteria about the moral responsibility of those in society. While some cite Smith's reference to the 
"Invisible Hand" as the crucial element in the organising of economic activity, Avio and Pegler (1995) 
argue that reading Adam Smith's Wealth of Nations in isolation from the Theory of Moral Sentiments fails 
to reveal Smith's underlying moral philosophy – in which he was less sanguine about the absolute power 
of the market in the absence of moral sensibilities. Unfortunately for the cause of social capital, the 
utilitarian tradition of Jeremy Bentham, John Stuart Mill and David Ricardo rested more upon the 
arguments in The Wealth of Nations than The Theory of Moral Sentiments. 
5 Derived from Marx and Engels, bounded solidarity relates to the group cohesion or unification that 
comes about due to the existence of a common enemy or experience. Worker solidarity and unification 
against the exploitation of management is an example.  
6 From Simmel, reciprocity transactions relates to the norms and expectations in informal networks, in 
which one person does favours for another and in return will expect a favour at a later date. 
7 From Durkheim emerges value introjection, the idea that a shared sense of value within a society that 
makes up its moral code is more important than contractual commitments. Examples are professionalism 
and honesty in transactions. 
8 Enforceable trust, derived from Weber, is the existence of social obligations that provide members with 
economic advantages or opportunities, Institutions and groups use different compliance mechanisms, 
from the legal to the social. A group example would be obligations to assist extended family members 
with business start-ups. 
9 Philip Keefer, Development Research Group, The World Bank. "Moderator's Comments." Posted to 
Let's Talk, The World Bank's Email Discussion Group on Social Capital.  Posting # 11, January 29, 1999. 
10 Robison, Lindon and Marcelo Siles. "Report on Social Capital Conference at Michigan State 
University." Posted to Let's Talk, The World Bank's Email Discussion Group on Social Capital. Posting 
#13, February 11, 1999.  
11 the expectations for action within a collectivity that affect the economic goals and goal-seeking 
behaviour of its members, even if these expectations are not oriented toward the economic sphere 
12 a variety of different entities having two characteristics in common: 1. Some aspect of social structure, 
and 2. They facilitate certain actions of individuals who are within the structure. 
 



 
13 friends, colleagues, and more general contacts through whom you receive opportunities to use other 
forms of capital 
14 the capacity of individuals to command scarce resources by virtue of their membership in networks or 
broader social structures 
15 features of social organizations, such as trust, norms, and networks, that can improve the efficiency of 
society by facilitating coordinated actions 
16 The negative features of strong social cohesion are identified in this study as the implication of social 
exclusion, and the extra-community negative externalities of strong social cohesion. 
17 In addition to these seven distinct fields, Woolcock (1998) notes that the social capital concept also 
appears under names such as "intangible assets," "social energy," "social capability," "sociability," "moral 
resources," and "ties / networks"; social capital is also implicit in studies of "economic groups" and recent 
innovative work in economics. See Woolcock (1993) at fn. 20 for citations under each heading. 
18 While we are concerned here with the space outside the government, Putnam first asked which 
governments were successful and then asked what conditions made them successful (e.g., high levels of 
social capital). He did this by comparing a number of indicators of institutional performance. His 
conditions for these indicators (comprehensive, internally consistent, reliable, and responsive) cannot be 
attained in the time period for this study, nor is the sample size of governing units large enough. However, 
some of these indicators, listed below, might inform the interview questions. The governments and 
organisations that are active in the North Island area not only exist as a result of social capital; their 
effectiveness determines whether social capital is enhanced or diminished.  

Council Stability: long tenures in office allow for the pursuit of a coherent line of policy, whether through 
majority support or through a coalition. Question: How long do people stay involved with a council / 
organisation? 

Statistical and Information Services: Other things being equal, governments with better information about 
the citizenry and issues which affect them is able to respond more effectively to potential problems. 
Question: How good is the factual information base?  

Reform Legislation: E.g., economic development initiatives. Question: How proactive are governments at 
initiating new programs or projects? 
19 Quoted by Woolcock in Let's Talk. 
20 Take the case of blood supply. Some countries rely exclusively on donations.  If the patient can't get it 
any place else, the value of the gift is increased.  In the U.S. we have a mixed system of donations and 
purchases.  If a patient needs blood and their friends do not contribute, there is always the market.  This 
devalues the gift (Titmuss, 1971). 
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