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About Organized Performance™
The OP™ provides coaching & consulting services to business owners,
their employees, & private individuals. Their experienced team utilizes
detailed & in-depth scientific research & analytics taken from a battery of
testing to identify & provide a unique solution. They are committed to
helping their clients make distinct & substantial improvements in their
performance & brand, identify opportunities for growth, create a
competitive edge & maximize revenue, profitability & value.
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Small Business Social Capital Guide
Over the last 15 years, the notion of social capital as related to firm
performance has exploded in the scientific research. Rightly so due to the
firm’s need to create, maintain and sustain value over time. We know that
value ultimately equates to a financial return. Numerous studies in the US
and abroad have found evidence that social capital is a critical resource in
the pursuit of firm growth. Not only has the research characterized social
capital as a mode of achieving economic integration, the data also supports
social capital as a critical means of attaining that competitive advantage and
value creation. Small business owners that do not unify their many forms of
capital and uniformly drive those resources, ultimately can fail to integrate
at the most basic level the unique characteristics their firm holds in both
human capital and other forms of capital.
You might be asking - How do I integrate a social enterprise when I can’t see
or measure it? Using social capital theory and strategic network theory is
one way. However, I recognize you do not have the time nor inkling to go on
a tangent reading theory. The objective of this article is to help with this
problem by examining the impact of social capital on the small- and
medium-size enterprise using my professional experience with small
business owners and the scientific literature. I hope to share at the most
basic level what social capital is, how to leverage this dynamic, and then
provide the small business owner a means of measuring success (or failure)
of their social enterprise.
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What is social capital?
Most people think of social capital as
“Social capital is defined as the
professional networking. I’m often
aggregate of the actual or
told that they are already focused on
potential features of an
and understand the importance of
organization’s social structure
networking. However, there is more to
with a topography classified as
the problem then meets the eye >
either networks and/or
networking is only 2/3 of the equation.
norms.”
The more you understand the role of
social capital, the stronger you will be
at developing and using these features
as a significant resource of your social economy. The idea is to generate (or
produce and reproduce) social capital as part of both your development and
economic strategy for growth.
The term social capital has been around since the early 19th century. Louis
Hanifan (1916) first identified the term, but not until the late 1980s did other
scholars pick it back up and popularize the notion and by applying it to
business and other domains¹. Social capital is defined as the aggregate of the
actual or potential features of an organization’s social structure with a
topography classified as either networks and/or norms. These actual or
potential features are used to facilitate mutually beneficial coordinated
actions² between business owners, employees and their environment.
At the most basic level, an organization’s social capital “network” is formed
to provide access to various resources including, but not limited to,
information, aid, financial resources, and emotional and psychological
support as needed on an ongoing basis. There are also additional network
descriptors including relational, cognitive, community, family, and
structural social capital.
Social capital “norms,” on the other hand, are created over time and includes
the multiple ways your social structure impacts decision making, facilitates
action and allows for cooperation for mutual benefit¹. Examples of social
capital “norms” (aka socio-cultural properties) include trust, reciprocity,
learning, shared values, innovation, prejudice, sense of belonging,
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participation, resilience, social cohesion, and other attitudinal, cognitive and
behavioral manifestations of social capital in a business owner’s daily life²׳³׳⁵.
More on this later albeit briefly > for now, just understand there are many
socio-cultural properties to consider when examining the norms of your
social capital. For an in-depth discussion, check the scholarly literature on
these added features to take your analysis to the next level.

Types and reasons for identifying social capital features
and actions…
If you are a business owner, it’s likely that you shaped your “networks” and
established these “norms” based on internal and external reasoning. An easy
way to remember these internal and external reasons is by describing the
many social features of each (see list above) as either “pull” or “push” factors.
Push factors are those social features and sources you use or have used to
establish and maintain your business, such as family, relatives, local
government officials, neighbors, and the networks in your community (aka
“strong ties”). Pull factors, on the other hand, are sources of social capital
used primarily to make your business independent and autonomous, such as
the extended professional networks (aka “weak ties”). Pull factors are
considered weak ties because the business owner relies on them for various
minor actions based solely on their relationship with colleagues, members of
associations and chambers, for example. In other words, it is important that
you identify your current and previous social capital based on the reasons
you are reaching out and building the relationship… to push or pull the
business using socialization.
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A start-up is more likely to use push factors (local government officials,
chambers) to create important social norms for their new business, such as
reciprocity, sense of belonging, to facilitate action, and so on; whereas a
business in the survival stage of growth⁴ would more than likely use several
pull factors (using groups such as practitioners, volunteer associations, B2B
and B2C contacts) to build and maintain their social network. Norms for a
small business in the survival cycle include:











trust,
resilience,
social cohesion,
cooperation
reciprocity
prejudice or
discrimination,
synergy,
collaboration,
 and so on…
No matter what cycle your business is in, being able to identify the types of
social capital you are reliant on and the reasons these groups are part of
your social structure, should be the ultimate goal. To grow, you want to
creatively and strategically identify new norms and networks. More on this
later…

Benefits of growing social capital for public and private
small businesses?
Isolated business owners with few social ties are less likely to receive
assistance from others when needed (e.g., receive a warning, bartering, B2B
referrals, etc.). Some of the business losses due to social isolation include:
 a lack of business opportunities or information,
 less social action when needed (i.e., having a means to exploit a new
product or service),
 these individuals are often discriminated against, and
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 they have less public organizational space due to their lack of social
capital.
In contrast, there are numerous positive
“The benefits of social
benefits for business owners to hold
capital can be seen in the
and grow social capital. To understand
strengths of relationships
the benefits of your social capital, first
and composition of the
identify an outcome or reason for
networks.”
reaching out. Examples would include
a) in the case of an unexpected natural
disaster, the small business owner
could easily measure the benefits through the social support received and
associated cost savings and b) critical learning and development obtained
via professional organization such as SHRM to learn better strategies on
selection, recruitment. Professional development obtained from the AMA or
university can include the intricacies of cash flow, marketing, etc.; all of
which can be measured once implemented. Another way to understand all
of the benefits and ID cost ratios is to also identify the type social capital.
As noted, the benefits of social capital can be seen in the strengths of
relationships and composition of the networks. And so, there are three main
types of social capital: bonding, bridging, and linking².
 Bonding social capital are the connections among individuals who are
emotionally or physically close in demographics, characteristics,
attitudes, and availability of information and resources²׳⁵. You want a
strong connection with this “type” of social capital (e.g., chamber,
business neighbor, professional organizations, repeat customers),
because it is hoped they can be counted on to provide you with social
support and personal assistances when needed.
 Bridging social capital are the acquaintances that you are loosely
connected to²׳⁵ (e.g., tax accountants, marketing firms, attorneys).
The pros and cons of this type network are dependent on the
demographic diversity, novel information, employment or business
opportunities they offer when you need trust and the collective action
of financial or nonfinancial support.
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 Linking social capital are regular citizens who have power such as
institutional power or authority²׳⁵ (e.g., the mayor, commissioner of
roads and bridges, other politicians, social media trolls). The benefit
of having this type network connection can be realized when least
expected, such as when your business runs into conflict on taxes, a
natural disaster, litigation where an ombudsman is needed, and so on.

Why identify and measure social capital?
Many small business owners fail to embrace social capital due to a lack of
knowledge on how to capture the metrics and then illuminating this type
data to create value in their efforts. A means of understanding the
importance in revealing reason and impact on resilience, norms of
reciprocity, and so on, despite the evidence, has created this barrier of
identifying a firm’s reserve of social capital; quite honestly, this IS a
complicated subject after all.

As you can guess, there are several other perspectives on the pros and cons
of identifying and actually measuring social capital. Some of the well-known
studies point towards the typical actions that create value for the
business¹׳²׳³; whereas others argue for firm growth using the social
dimensions of the local economy.
In other words, the benefits of a social analysis really depend on the firm’s
existing level of social capital over a 12-month period using a bottom-up
approach alongside an analysis of anticipated vs. actual outcome data local
relations brings (i.e., political participation, economic development, social
exclusions). The more data, the stronger the analysis. Sounds complicated,
but it’s really not if the small business owner takes the time and effort or
reach out for external support.
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Other indicators to consider…
If you are still not convinced, research shows that higher social capital of
entrepreneurs is generally tied to age, professional training, work
experience, stronger personal and professional contacts, and so on. Clearly,
these are added benefits that have positive results re customer acquisition⁶,
expert status, higher ROI from marketing efforts.
Lower social capital of the entrepreneur includes the negative effects of the
social “norms” listed above. Entrepreneurial personality and characteristics
of the small business owner can also be used as a predictor of high or low
social capital⁶. More so when bridges have been burned or new relationships
created due to conflict management skills and social and emotional
intelligence per se. Other measurable factors such as reduced transaction
costs due to specialized skills, labor market pooling, availability of
specialists, suppliers and infrastructures, and technological expertise² can all
be used to capture the interdependencies and cost of this asset.

A real-world application of social capital….
Most consultants rely on sub-contractors to perform certain tasks outside
their expertise. If the consultant views their social network as people who
can’t be trusted or are dishonest, then the decision to use sub-contractors
will likely be non-existent or limited at best. This attitude (low social
capital) translates into lost revenue for the business. In addition, how can
this be good for the client? Even more alarming is the resulting attitude
such as “all consultants” claim to know everything about everything. How
can this be good for the industry in general? Therefore, it would be wise of
this consultant to examine his or her own behaviors and attitudes towards
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their self and social network. I certainly would ask myself what the social
norms are of the groups I am involved with and what the informal rules are
with how they and myself prefer to behave. In turn, I would then also take a
deep dive into a social audit. If we surround ourselves in our community
and beyond with individuals who can’t be trusted, then we become isolated
with few social ties. This only serves to minimize our resource, social,
human, and financial capital.
The better approach would be to
“The better approach would be
identify and embrace the many
to identify and embrace the
social indicators so we have many
many social indicators so we
options and interactions with all
have many options and
forms of capital. This approach
interactions with all forms of
enables better decision making and
capital.”
allows the consultant to choose a
sub-contractor s/he can trust by
taking full advantage of B2B
opportunities, which ultimately effects business growth.
So, at the end of the day this small business owner should try to better
understand and facilitate change. This can be measured via costs or values
to their social capital. If we take this example a step further using the stage
of growth model⁴ as an example, we could argue that this consultant’s
defined levels of social capital certainly can have different implications
pending which cycle their business is in (i.e., existence, success, take-off,
resource maturity³). If the business is in start-up phase, B2B contact and the
many other networks and norms are very critical.
Further, it is also well known that there is a difference in the social capital of
women business owners, as compared to male operated firms⁴. This is
unfortunate research, but women small business owners operating in a
male-dominated industry should find ways to manage their behavior and
determine how their gender or ethnicity effects their social capital while
doing their social audit.
What about geographic boundaries? Many business owners view their
community sector as within a 50-mile radius. If you do business nationally
P a g e 10 | 17

Understanding & Growing Social Capital

or globally using both electronic and face-to-face means, then your social
capital network and norms are that much more complicated with varying
degrees of importance.

6 ways a small business owner can grow their social
capital network:
1. The obvious answer is to have a clear networking strategy designed to
give you and other managers in your business a well-rounded and
collective list of community resources. This network strategy of
resources should be designed to bond stakeholders - bridge the
groups and socio-cultural factors together.
2. Understanding how to improve or develop social capital begins with a
social audit, by which the social enterprise (network and norms) is
clearly understood.
3. Space limits a thorough discussion, but to start the social audit and
garner a basic understanding, build a concept map using the “type”
and demographics of all the social resources you’ve used in the last
30-, 60-, 120-days, and up to one year of data (a lot can happen in a
business in one year).
4. Then separate the map out by the normative behaviors of each group.
What are the pros and cons of each? What are the effects of each
social network and social norms? How do these impact your business
infrastructure (both human and physical)? Where in the network
should you have more support and why (see discussion on norms to
help choose)? Is trust a factor? If you had a disaster tomorrow, do you
have the social resources that will provide you a collective ability to be
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resilient⁵ and recover, whether this is within your local community or
geographically dispersed across the U.S.?
5. If the alarm sounds on any of this
and indeed you need to take a
“Examine your
critical look and determine value
orientation towards the
creation, then reach out for
normative behaviors of
professional support. Very few small
your human capital.”
business consultants understand or
can measure a firm’s social capacity
using science, as opposed to popular
press. My advice is to reach out to a scholar-practitioner for
assistance. They have the tools and advanced understanding based on
the sciences and research. There are valid and reliable measures
available, but you will need a scholar-practitioner to access them due
to publisher rules and copyrights.
6. Lastly, let’s not forget the difference between communication
channels. Be sure to identify and have in place a communication
strategy that supports your social capital strategy – one that utilizes
face-to-face and electronic means (e.g., email, social media, and other
electronic media).

How to know if your strategy is effective…
Acquiring as many assets as possible to initiate and maintain a small
business requires extra effort and a lot of hats. Aside of a valid measure to
pinpoint strengths and weaknesses (e.g., attitudinal, cognitive and
behavioral aspects⁵) of your social capital, data on the diversity of your
network is also important. Examine your orientation towards the normative
behaviors of your human capital.
If you answer “no” to any of the following questions, then it is likely that
your strategy is ineffective.
 Are you consciously assertive with growing your informal and formal
networks?
 Can you identify the sources of your social capital (push verses pull
factors)?
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 Do you have an instrumental orientation? For example, do you
believe this is just a bunch hogwash or do you consider your
connections as major capital resource?
 Have you sought to measure the cost/value equation of your social
capital and the social behaviors of your proxies (individuals who are
authorized to act on your behalf)?
 Are you an avid lifelong learner and have already stopped to Google
social capital during this reading?

Conclusions…
The critical role of social capital is obvious to most small business owners.
The literature on social capital hands down argues this resource is a core
function. The small business owner’s success or failure resides in how they
can leverage and maximize their use and development of the many tools
within their reach.
Generating and developing a local and
“Simply rubbing elbows
far-reaching social infrastructure of
with the same groups
networks, assets, and normative
over time puts you at risk
behaviors will serve as a lens to empower
through stalled
to fully utilize collectively the
creativity, redundancy of
community sectors and be more resilient
information, unhealthy
in the long term. The notion of your
normative behaviors, and
business being only as strong as the
so on.”
weakest link, comes to mind. Like other
performance systems, a true test is your
ability to describe you unique negative
impacts a closed social structure can have on “your” small business growth.
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At the end of the day, when small business owners become complacent with
their networking (i.e., formal and informal, individual, and community
networks) by taking a Lasse faire view of their social infrastructure and other
assets, they most certainly will lack a solid understanding of how to leverage
ALL their capital resources. Wearing too many hats or the I don’t have
enough time or energy reply is not the best response.
By simply rubbing elbows with the same groups over time puts you at risk
through stalled creativity, redundancy of information, unhealthy normative
behaviors, and so on. Instead, create the concept map using the factors
listed above (aka social audit) and compare it up against your many business
strategies. Determine the areas that need improvement to grow social
capital only. Identify your unique factors and leverage them accordingly to
achieve stronger growth goals***
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