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6 Knowledge and social capital
Hitendra Pillay

K
prz(;:‘;l:s(fgﬁokljzva;;&’&li)l;s lF)cen at 'the core of economic development and social
acknowledgement ,that tlfccm “mes there has been substantial interest and
more explanatory value ¢ capacity to produce and use knowledge has much
welfare or rates of gro tl;n ;nderstandmg levels of economic (and social)
the recent debate ar:gd t‘lv‘ k(' oray and Hargreaves 2002). However, much of
fiAnaemeit 4nd has li“ Ing around knov.vledge has centred on knowledge
disciplines with a focusSl Uateq knowledge in the business and management
Heagatsembeidediis on Prfva'te sector enterprises. Enterprises whose prac-
i ca{pltallst v.alues — maximizing monetary value of their
ical and/or social r;:Olll:ua”y achieved through exploitation of human, phys-
these enterprises is to therC;& The primary _responsibility of management in
the ‘public interest’. As a whers of the business and shareholders rather than
; consequence the lexicon of knowledge discourse and

thinking is, not surprisi
’ prisingly, skewed tow : L
for the financial investors. owards business and maximizing return

However, a knowled

e-b. s0Ci
efficiency and accluisitig ased society should be about more than business

0
S el fn of wealth. It should have the capacity to regulate
or both economic and socio-cultural development,

and private an i ;

Withpthe el vf/ilg(l;;)ellcs se'ctor enterprises. Discourses such as those associated
commercial enterprise —Ctlle[y i Ui =g Juply mele an e
S b T‘ﬁ)’ are about a society in which commercial enter-
Sosis] i Pc(m;j' he Jr!terrelatcdness of economic performance and
= g o itions is well Figmonstraled in Knack and Keefer’s
e e aggdestilhat th.ere 18 increasing evidence at a macro level
R A nd other sogal factors are key conditions for economic
PSS e b ti, comparative anal.ysis by La Porta et al. (1997)
i ol SOCialefre‘are two countries with similar GDP the one with
ghstais o ita]mtors tends to. h?ve more social infrastructure such
g rIiJSCEl]S, n;pre soPh{slxcated financial and management
b b e o _policy. Thls mte:rrelatedness of economic success
Bits gre Is increasingly being recognized and documented by
o P agencies such as the World Bank (2003) and the Asian

velopment Bank (1999).

The i i it . 4
Nereasing appreciation of the link between socio-cultural and economic

(?()
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conditions has led to diverse but potentially confusing use of concepts such as
knowledge economy, knowledge society, social capital and a plethora of
conceptual hybrids. Nevertheless, despite a lack of clarity, the current debate
has encouraged deeper interrogation of relevant concepts and their applications.
The challenge now is to navigate through this conceptual labyrinth and maxi-
mize the potential to bring competing yet legitimate imperatives found in
contemporary knowledge discourse together into a holistic framework.

Against the above backdrop, this chapter attempts first to consider (differ-
ent ‘forms’ of) knowledge as types of asset, which are often equated to ‘capi-
tal’, and how these may be maximized. Second, based on the different types
of capital inherent in a knowledge society, the chapter will explore ways in
which one can understand and operationalize social capital in both business
and private sector growth, and development. Based on the above,. the chapte?r
argues that there is a need to understand the complexity of the notion of ‘capi-

tal’ within the increasing interest in knowledge and to cast our conceptual net
wider than economic and commercial imperatives. Only then can we create a
llectual and other equitable

new perspective or philosophy driven by inte : ;
values, such as moral and cultural, that bring more sustainable benefits.

Knowledge as capital - o " )
Knowledge may be conceptualized as an asset which ‘contains some form of
understanding of the nature and relationships between the various elemenfts }(‘)

things, concepts, beliefs or processes (the wholo.e plus. the elemenls of the
whole — see William James (1909) for a detailed dlSCUSSlOH).. At its rr}ost basic
level, therefore, knowledge is an individual’s personal r.neam'ngs derived fr(')m
their understandings of those relationships. These relatl.onshxps, horlvffver, ‘tm;
underpinned by political and cultural yalues and social norms. ’ us,lz; 2
second level, despite relying on an individual’s personal meanings, dnow ch g

may be conceived as something that can be captured and transfeyrc to oft ers
through training, social experiences, and cultural and _technologlcal artelazts,
thereby creating a sharing of, and shareai, understandlpg. 'Ha\u.ng knqule gz
(understandings) puts people, communities and organizations in a privi ege

position to use knowledge to leverage other assets. The aggregation of these

tangible and intangible assets may be referred to as ‘capital’. Bourdieu (1986),
tructure and function of the social world,

in his attempt to understand the s an \
argued that to have a macro-level appreciation of how real economic and
social growth manifests itself in real life we need to discuss capital in a way

that moves beyond the economic perspective. Current knowledge commenta-
tors, building on Bourdieu’s challenge, have been credited with advancing
various types of capital and at different levels, such as economic, social and
cultural capital at individual, organizational, national and global levels of
practice (Soros 2000).
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Social capital

The.social structures, mechanisms, relationships and norms that shape the
quaht)'/ and quantity of society’s social interactions are collectively referred to
as social capital (Putnam et al. 1993). Putnam’s thinking on social capital was
influenced by Coleman (1988, p. 98), who defines social capital as a ‘function
of social structure producing advantage . . . like other forms of capital, social
capital is productive, making possible the achievement of certain ends that
wo_uld not have been attainable in its absence’. Maintaining the focus on
action, Putnam views social capital as the social organization of features such
as trust, norms and networks that facilitate social cohesion to improve the effi-
menf:y of social institutions and relationships through collective actions.
Social capital is based on human relationships and the underpinning beliefs
and values held by groups of people. Putnam points out that one of the bench-
marks of a successful society is when a community has shared values and
morals. Social values and morals, as noted by Bergson (1956), can emanate
from two sources: tribal belonging, and the universal human condition. His
argument suggests that it is the latter that the advocates of social capital should
stnv§ for. Social capital transcends the local social units such as individuals
and 1‘n?mediate social groups (friends and workmates), and focuses on macro
C(.)ndltlons such as business and political ideologies, organizational/commu-
mt'y health and wellbeing, and professional practices. As already noted,
eVIQeﬂCe Sugg.ests that social cohesion is critical for business and societies to
achieve sustainable economic and social development (Fukuyama 1995:
Osberg_ 2003)..Socia1 capital is not the sum of the institution and values that
underpin a society; it is the glue that holds them together (Putnam et al. 1993).

Other-related capital
Social capital is significantly influenced b

grow social capital.

Cultural capital is often used loosely to refer to both a historical heritage as
well as contemporary practices. The underpinning knowledge needed for
cultural capital is confined to certain groups drawn together by a common
belief or practice, whereas social capital is more universal, transcending a
number of cultural groups. Most people acknowledge that cultura] capital is
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valuable and that it must continually evolve to survive. In the historical
context, maximizing cultural capital requires interpreting and recording
event.S/practices within the life of a culture (ethnic cultures and professional
practices) rather then blindly relying on values and practices used for thou-
sands of years. For example, the value of ancient artefacts and practices of
cultural &roups is not only in their direct current relevance, but also in their
contribution to the understanding of historical practices which may guide
conte.mporary vocational and cultural practices and innovations. Professional
practices form professional culture, which is gradually developed by building
on past knowledge and experiences. Thus cultural capital involves both
professional and ethnic culture, and constitutes past and present knowledge
Fhat allows us to explain and understand our social and work-related behav-
iours.

Whilst these different types of capital all contribute to the knowledge soci-
ety, they have different theoretical and philosophical underpinning assump-
tions. These assumptions presumably require these types of capital to operate
under different laws of maximization. A lack of clear understanding of the
underpinning assumptions and laws of maximization has traditionally led us to
perceive different types of capital as competing with one another. This percep-
tion arises because we view them separately as a means to an end, rather than
collectively contributing towards the growth and development of better qual-
ity of life for all. The next section discusses common tensions between social
capital and economic capital that lead to the view that they are in competition.

The tension between economic and social capital
Traditionally accepted economic thinking says that increasing economic
returns for investors involves the pursuit of self-interest through exploitation
of resources (human, natural and other resources) to supply the demands of
the market. However, with the emergence of the knowledge society and the
‘knowledge worker’, human resources are no longer perceived as merely a
passive asset that just performs routine tasks in the cycle of production and
supply. Human labour is now reconceptualized as human capital with the
capacity to be innovative and thus create new demands rather than just react
to the market by supplying its needs. Similarly, the market is not a passive
recipient of products and services; market forces actually contribute to shape
the nature of the products and services that are developed and made avail-
able. Thus, as Granovetter (1985) argues, the economically rational, self-
interested behaviour assumed in many economic models unwittingly
downplayed the significance of human capital and social relations in gener-
ating trust, in shaping expectations, and establishing and enforcing social
norms which can be potent agents of change and growth. These social
dynamics are now gaining legitimacy in the ‘development’ literature and are

By Y
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regarded as having significant influence on business success, economic
reform, regional integration and security (Fukuyama 1995).

According to standard economic theory, economic growth is optimized by
balancing supply and demand to achieve equilibrium. The law of maximiza-
tion of economic capital entails increasing capital’s value by manipulating
supply and demand of goods and services — limited goods in the market means
that people will pay a higher price, a price that may be more than the goods
are really worth. However, to achieve and sustain equilibrium of these market
factors is difficult in the face of economic agents seeking to manipulate supply
and demand for their own benefit. Unlike economic capital, social capital
increases its values by making itself widely available; it becomes depleted if
restricted and not used. For growth in social capital, a state of equilibrium
(stasis) can be seen as perpetuating redundancy and stagnation (see Burt
2000). Social capital grows from interaction within diversity and even creative
conflict. For example, if everyone had the same knowledge, there would be
limited need for anyone to interact with others to learn and share ideas; the
social dynamic that unpins social capital becomes redundant. This social inter-
action is underpinned by trust, respect for individuals, social norms and so on
that in turn are linked to individuals’ growth and wellbeing. It includes both
human and individual capital but is more about collective understanding and
associated actions.

The second tension between social capital and economic capital stems from
the different assumptions they seem to operate under in dealing with values.
Dominant economic thinking takes into account only values associated with
economic behaviour, which is directly connected to ‘profiting’, treats all other
values as given and does not factor them into the analysis. These economic
values assume that each participant is there to maximize profits to the exclu-
sion of all other considerations. Such assumptions may not be appropriate to
sustain the development of a knowledge society. Soros (2000) critiques the
standard economic assumption and argues that standard economic theory may
not be the best tool to deal with what must go beyond economic theory. He
insists that non-economic values, instead of being taken as given, must be
treated as ‘reflexive’. He argues that either value can influence economic
maximization or economic maximization can influence values, depending on
operating conditions. Thus values have a two-way feedback mechanism that
connects them to social and market reality in a holistic manner.

The third source of tension is found in the debate on the contingent nature
of the various forms of capital. Putnam et al. (1993, p- 37) argue that social
capital underpins good government and economic progress: ‘the social capital
embodied in norms and networks of civic engagement seems to be a pre-
condition for economic development as well as for effective government’.
This is contrary to current approaches to development work and government
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planning models, which are over-reliant on economic and financial indicators
such as gross domestic product (GDP) and balance of payments. Growth in
social capital often does not register on traditional indicators of GDP. For
instance, better work practices in ‘informal economic sectors’, such as
increased efficiency and cost reduction, may lead to improved wellbeing for
many and yet not be counted in GDP. Equally, redistribution of resources may
lead to more equity and wellbeing without any positive implications for GDP.
Such redistribution could make a significant difference to the overall develop-
ment of the country.

Social capital and operational issues R
Having acknowledged the tensions above, we are compelled to revisit
Bourdieu (1986) in relation to the convertibility of capital — how different
types of capital transform from one to another and how such processes may
form the basis of strategies adopted by social groups to ensure reproduction gf
capital. As David Suzuki argues, the world is not an infinite system: growtﬁ in
one area may mean a compromise in another. Thus maximization of the differ-
ent types of capital often just transforms one into another. However, short-
term tradeoffs thus made may have long-term potential for a much higher net
benefit to society. It is the dynamics of tradeoffs and the resultant effects that
need further consideration as a tool for development and growth for a knowl-
edge society. The above suggestion of tradeoffs is not counter to market
fundamentalism; it is recognition of the changing nature of markets’ responsi-
bilities. Unless we adopt a holistic approach and combine the different types
of capital that constitute the knowledge society we will continue to hinder
growth and the development of a balanced global society (Nelson and Winter
1982; Soros 2000).

It appears that with the development of a global transactional economy apd
the pursuit of self-interest driven by capitalist ideologies, our moral and spcm]
values have been gradually transformed to support an ethic of single-minded
competitiveness. Moral values related to ‘social good’ are being erod.ed'by .the
push for a market-driven society — a world where economic maximization
seems to be the only focus. This single-minded adoption of the market princi-
ple is now being perceived as market ‘fundamentalism’, where it is believed
that the common interest is best served by an unwavering pursuit of self-
interest. This has fostered a new relationship between self- and common
(social) interest and is now being mandated by ‘the market’ to the extent that
it is unclear if responsibility for the ‘public good’ is best met by governments
and other public regulators. Whilst we may argue that the single-minded

market-driven approach to national development is unrealistic, it has become
doctrine in the West, and has become something to aspire to in developing
countries, large corporations and public policy circles. As a result, over the last




1§ " ! ,
»  Handbook on the knowledge economy

decade at least, the public sector’s regulators have increasingly been shying
away from responsibilities for the delivery of social sector services such as
Arguably, there is now
\llenges that global-

Iropean

hea > >
Ith, education, welfare and pension schemes.

renewe
ewed interest in understanding if not addressing the che
veneral (see E

izat “ing
ion brings for governments and governance in

Commission 2003).

‘\\. noted earlier. social values are intrinsic and fundamental to well-
functioning communities, implying that their validity ranscends prevailing
conditions. Communities often fail to identify and adopt 11|)PI'0P"i“IC shared

value . . - o it
ues due 1o complacency and/or a desire by individual members
est. In recent years, this

to increase

their personal wealth through the pursuit of self-inte
oC Freataaes i ‘ . 5 3 =
’;“Pl"““‘.‘ has arguably contributed to the increasing breakdown in socio-
cultural value hg ) L
tural values such as mutual respect, moral values and cultural tolerance.

The standar S N . . .
tandard model of social dev clopment underpinned by economic rational-
iy international

ism see o P
cems 1o be failing. As a consequence, in recent years mi
g social

4gelcies have recognized the role of indigenous knowledge in buildin
capital (Finger and Schuler 2004). This i)nx become a key factor in bringing
I’Cf\CC and relative political stability to many developing countries, which in
I\UVIH hus ensured a climate that attracts investors to grow these countries’
economies. An example of this focus on social capital (respect, trust and

wisdom of ¢ - R . A 5
community elders) can be seen in the role of the Iragi Governing
s Great Council of Chiefs,

(\“‘?“l“C‘Ilv ]'|11i1i'H.L‘Ullllcil of community elders, Fij
L,Ing_\.l(‘:gil:;‘:l;i:;‘lh::];|t.1crsi "I‘!m‘imp:lajl_nl‘ilhcsc social structures and the inher-
S it ve it nc“)l’]l)lumln)n of mdli_.'cnnu.\ kln)\vlcqgc.llull they reflect
e >ed >l<'1 engage Ih,c ..\’nmul llu.'l\\'orks 01. |m|‘|gcnuu< Cf)mmu~
> provide the political and civic stability essential for attracting the
ccm}nnuc Investment needed for growth. Y €
e I\tlltl:‘“l:]’“:l’]':(;tltll;)j:ll:mn »n!" the significance of indigenous knowledge can
¥ le .mnf ‘n,.".l recent mnlcrcncc‘un drug production in
2 e ations Office on Drugs and Crime 2004). It was noted
:h'i,ll I?“pp_y cultivation has a long history in Afghani culture — and without a
lll:::lns)u&l fll::'“:‘] ith:S,L‘. I-m.figcnnus moral and cultural values appear to have
i essful in regulating the use of such substances. Even today cultural
wisdom continues to play a role in the use of opium by locals — without having
10 resort Lo punitive measures and legislation. However, recent increases in Ih:‘
wans while at

P"“dlll‘ti()llinf opium may mean more economic returns for :
the same time having a severe impact in western countries with drug abuse
Pl’-uhlen?s. tl‘hc demand and supply of narcotic drugs is therefore cml;lcmulic
of hlow indigenous knowledge and the dynamics <»l'£:|()bnl social and economic
capital can work together (see Isham et al. 2002). Practitioners need to develop
a deep understanding of indigenous knowledge attributes and capabilities.
Based on such understanding, a matrix comprising different social and
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economic institutions and their inter- and intra-relationships needs to be

mapped out and juxtaposed with similar data from the West to develop an

appreciation of the need for global social capital. Such ss-roots-level

d

comparative analysis may lead to the development of sustainable interven-

tions, unlike the current substitution model where farmers are asked to plant
provided to offset the economic

corn instead of poppies, with huge subsidies
are concerned

loss. Western industrialized nations and developing countries
with different types of social capital comprising different variables, as noted
by Klitgaard and Fedderke (1995). There is a need 10 develop more holistic
models that take into consideration the full range of variables that impact on
growth and sustained development of social capital for all groups of people
(see Serageldin 1990).

Identifying and measuring social capital

Parallel with the theorizing is increasing interest in measuring social capital so
that it may be experimented with to either maximize growth or control poten-
tial adverse effects (Portes and Landolt 1995) that may be detrimental to
enhancing growth and quality of life. This is especially challenging because
social capital comprises concepts such as trust. reciprocity, civic solidarity,
social norms and practices, knowledge types such as indigenous, global,
cultural and religious, institutional structures such as business organizations,
social/community groups and governments, social networks and communica-

tion systems, all of which can be difficult to quantify.
not just the quantity

The challenge 1s

increased when one considers that the quest is to measure
but also the quality of social capital on a variety of scales.

Given the complex nature of the construct, even the most comprehensive
definitions are multidimensional, incorporating different levels and units of
analysis. Identifying core factors and de eloping key indicators of these
factors can be very challenging as propertics of many of the indicators (noted
suous. Thus social capital research cannot have
able to have) a single ‘true’ measure. The most

above) are inherently ambi
(and it may not even be de:
useful approach will be to develop a relational understanding. As
quence, most attempts to measure social capital have been partitioned into
manageable units of this complex and multidimensional construct. However,
these manageable units need to be linked to other manageable units to build a

grand model, because keeping them

a conse-

in discrete manageable units may not

further our understanding.

Attempts to measure social capital have
which reflect Bergson’s (1956) distinction
of tribal belonging. This may be interpreted as the social capital of sma
ganizations. His macro-level

adopted two broad perspectives
between micro- and macro-levels
Il units

such as community groups and small business or,
universal human condition may be interpreted as the social capital of a number
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of communities, states, regions, nations and large national and multinational
businesses. At the tribal level, studies such as Kreuter et al. (1998) compiled
indexes from a range of approximate items for measures of trust, membership
and reciprocity to measure social capital in community-based health promo-
tion. Similarly, Parcel and Menaghan (1994) developed measures for ascer-
taining family social capital by measuring the extent and size of extended
families and the frequency and quality of contact between members. Tribal-
level research on social capital in the business sector can be seen in Chua’s
(2002) research on social interaction as a basis for knowledge creation in busi-
n.ess organization. He examined structural, relational and cognitive dimen-
sions as a basis for social interaction, which in turn is used as an indicator of
social ‘fapilﬂl within organizations. Interest in studies similar to the above has
been triggered by businesses embracing learning and knowledge as their key
for success. It has led to business organizations experimenting with social
Capn_a[ indicators such as attitudes (value of self, trust/perceived safety, reci-
procity, personal empowerment, diversity/openness, relationships and belong-
ingness in the workplace (see Anderson and Miller 2003; Spence et al. 2003).
At the macro level of social capital, the universal human condition, most
stud1e§ have been conducted with the support of international development
agencies such as the World Bank and the Soros Foundation. One approach has
been to embed attributes of social capital in the Living Standard
Meas}lrcments Survey, directly seeking individuals’ responses to survey items
focusu?g on moral, cultural, social norms and relationships. Narayan-Parker
and Pritchett (1997) constructed a measure of social capital in rural Tanzania,
using data from the Tanzania Social Capital and Poverty Survey (SCPS). This
larg‘e—scale‘ survey asked individuals about the extent and characteristics of
their associational activity, and their trust in various institutions and individu-
.als. Thc.y matched this measure of social capital with data on household
income in the same villages to link social capital to economic indicators. They
foupd‘ that village-level social capital raises household incomes. Another more
hol1§t1c approach to measuring social capital can be seen in Grootaert’s (2003)
Social Capital Integrated Questionnaire (SC-IQ). It has six factors: groups and
networks; trust and solidarity; collective action and corporation; information
and. Fommunication; social cohesion and inclusion; and empowerment and
political action that constituted social capital at the housechold level. They
provided detailed descriptions of what may be included under each of the six
factors, and also possible approaches to data analysis. For researching multi-
leve.] social capital (household, communities and organizations) there is the
Social Capital Assessment Tool (SOCAT) developed by the World Bank
(Grootaert and van Bastelaer 2001). This tool uses both questionnaire plus
focus group interviews to collect data on community assets, governance,
collective action, density of local organizations, relationships between organi-
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zations and communities. While the above research tools are useful, it is
always necessary first to review the factors and items contained in these tools
to assess their appropriateness to the proposed application. To make this
Judgement, it is important to have a full appreciation of the constructs and
measuring indicators, levels of measurement and nature of context.

Alternatively, social capital proxies are identified and used as indicators of

social capital. Use of proxies can be seen in Klesner’s (2003) study, where he
used social trust, membership in organizations, density and distribution of
telephone services, and hours of television viewed daily as proxies of social
capital in Mexico to ascertain the levels of political participation of people. He
found strong relationships to political participation with organizational
membership. His tentative explanation is that the government structure in
Mexico has traditionally encouraged personal contact with officials aimed at
individualized benefits rather than group-based benefits. In this, the govern-
ment is supporting the pursuit of self-interest by fostering attributes of social
practices that detract from pursuit of the common good.

This chapter outlined different types of capital that are often associated
with knowledge management and discussed the tensions between these types
of capital at conceptual as well as operational levels. It also discussed some
contemporary approaches and tools to measure social capital. While the above
discussions may provide insight into types of capital in a knowledge society
and their management, there is a need to understand and manage tradeoffs
inherent in the tensions between the different types of capital posited here.
Such understanding should form the basis for developing a holistic model
which may promote a balanced knowledge society.
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