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Social Capital
A Useful Tool for Public Policy?

ocial capital is a concept with much promise, but an uncertain future.

On the one hand, the basic intuition behind it makes sense: our social

relations can be an important source of resources and supports. Public policy
researchers and practitioners have been keenly interested in social capital precisely
because of its promise to provide a means to better identify and understand just
how these resources and supports are invested in and developed, how they are
accessed, and what kind of benefits flow from them. If we can better understand
this process we might, in turn, better harness its potential in realizing any number
of public policy objectives.

On the other hand, though recent years have witnessed worldwide interest in
social capital’s public policy potential, its usefulness for policy and program devel-
opment has yet to be fully realized. Much of the blame for the present inability
to translate the concept into policy settings lies with the conceptual confusion
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INTRODUCTION (conTINUED)

in the literature, and the difficulties this has meant for attempts to operationalize
social capital. Indeed, the sheer breadth of phenomena that have been labelled
social capital, while accounting for some of the concept’s popularity, has intro-
duced a high degree of fuzziness into social capital research.

Earlier this year, the Policy Research Initiative launched a new horizontal project,
Social Capital as a Public Policy Tool. This project aims to cut through the concep-
tual confusion, and explore how this concept might finally be brought to ground
for public policy purposes in Canada. Its current efforts centre on the develop-
ment and testing of an analytical framework that will allow for a clear and rigor-
ous understanding of the phenomenon. The lead article by Jeff Frank, the director
of this horizontal project, provides an overview of some of the thinking that lies
behind efforts to develop this framework. Robert Judge, a research officer working
with the social capital team, follows this with an exploration of the conceptual
differences in the literature, and suggests a means for overcoming the confusion.

The remaining feature articles represent various attempts to apply the concept
of social capital to issues of public policy concern. Peter King and Charles
Waldegrave, from the Family Centre Social Policy Research Unit in New Zealand,
present the theoretical basis for a pilot study that has been recently launched
into connections between social capital and barriers to employment for single
men and women in that country. David Gyarmati and Darrell Kyte of the Social
Research and Demonstration Corporation offer an overview of the current state
of the Community Employment Innovation Project, a large-scale research demon-
stration project in Cape Breton, and the ways in which this project integrates a
network-based conceptualization of social capital. From the University of British
Columbia, Ralph Matthews introduces the work of the Resilient Communities
Project, which is exploring the relationship between social capital and commu-
nity economic development in coastal British Columbia. Finally, Wendy Stone,
Matthew Gray, and Jodey Hughes present results from a recent study by the
Australian Institute of Family Studies into the connections between an individ-
ual’s stock of social capital and success in the labour market.

Other non-theme articles in this issue include three pieces coming out of the
PRI's North American Linkages project, and one from the Poverty and Exclusion
project. The next issue of Horizons, due out in December 2003, will focus on the
subject of sustainable development.

Jean-Pierre Voyer
Executive Director

|
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FEATURE ARTICLE

Making Social
Capital Work
for Public

Policy

Jeff Frank

Policy Research Initiative

Jeff Frank,

Project Director,

is the project lead for

the PRI’s Social Capital

as a Public Policy Tool project.

an the concept of social capital

offer a useful set of tools for

the development of policies
and programs? This question is at
the core of one of the horizontal
research projects launched by the
Policy Research Initiative (PRI) earlier
this year. Through consultations with
policy departments and experts, the
project on Social Capital as a Public
Policy Tool is developing an analytical
framework that will offer a consistent
approach to social capital and its
application to various policy issues.

Work in this area is not entirely new
across federal departments. For a few
years now, research on social cohe-
sion has been exploring related issues,
albeit through a broader lens that cov-
ers various forms of social and civic
participation, as well as notions of
identity and belonging. What is new
is the focus on the tighter concept of
social capital — understood roughly as
networks of social relationships and
the resources they embody. These net-
works can be invested in and drawn
upon to facilitate action, and can be
beneficial as a resource for individuals
and communities. Even with this rela-
tively lean approach to social capital,
various dimensions can be drawn into
the analysis, depending on the policy
question at hand. This article reviews
some of these dimensions and poten-
tial policy applications, after first
exploring the rising interest in social
capital within public policy circles.

An idea with legs

Interest in social capital has been
mounting in academic circles, in the
policy shops of many national govern-
ments, and across several international
agencies. Scholarly work on social cap-
ital in various disciplines has grown

dramatically over the past decade.
Robert Putnam was already the most
cited social scientist of the 1990s, and
with 2000’s Bowling Alone: the Collapse
and Revival of American Community,

he truly catapulted the idea of social
capital into a wider public conscious-
ness. In Canada, interest crystallized
with an international symposium held
in Québec City that same year. Co-
organized by the Organization for
Economic Cooperation and Develop-
ment (OECD) and Human Resources
Development Canada (HRDC), the
symposium brought together leading
thinkers and government officials to
consider how human and social capi-
tal interact to influence sustained eco-
nomic growth and well-being. The
symposium report remains essential
reading for anyone interested in social
capital and public policy.! The articles
contained in the Spring 2001 issue

of Isuma: Canadian Journal of Policy
Research also serve as an excellent
primer on the subject.

In December 2001, the closing plenary
of the PRI’s National Policy Research
Conference, Bringing Communities
Together, centred on a riveting presen-
tation by Robert Putnam on the impli-
cations of his approach to social
capital for public policy — more than
30 deputy ministers and heads of
agencies were in attendance. More
recently, John Helliwell’s Globalization
and Well-Being won the 2002-2003
Donner Prize for best book on Cana-
dian public policy and has gained
considerable attention. In it, he
includes social capital as a key factor
in explaining the persistence of local-
ized economies in the face of global-
ization, and presents evidence that
social capital is more important than
income as a determinant of subjective
well-being.
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Because of the seeming versatility of
the concept, critics fear that social
capital runs the risk of being rendered
meaningless by becoming everything
to everyone. Nevertheless, an increas-
ingly impressive body of research
demands an assessment of the poten-
tial of social capital to contribute to
the development of sound public
policy. We clearly need to examine,
therefore, its potential for Canadian
public policy both thoroughly and
critically, and to make recommenda-
tions for its use in future policy devel-
opment. These are the objectives of
the PRI-led, interdepartmental project,
Social Capital as a Public Policy Tool.

A multifaceted concept

Michael Woolcock (2001) notes that
the concept of social capital has been
criticized in certain quarters for being
weak on substance, owing its popu-
larity simply to good marketing.
Nevertheless, he rejects this argument,
suggesting that the study of social cap-
ital would have long since collapsed
under its own weight if there were
not a sufficiently rigorous empirical
foundation supporting it. The down-
side of the successful marketing of the
concept has been that some people
have attempted to latch onto the
popularity of the term by employing
it haphazardly in their own work,
even when they have only a vague
understanding of how the term has
been developed by specialists. Still,
Woolcock contends that a coherent
and rigorous core of research is
emerging.

One maijor step forward in social
capital research has been the identifi-
cation of three forms of social capital —
bonding, bridging and linking — which
have proven to be especially helpful

in understanding the sources and

outcomes of social capital. Putnam
emphasizes the distinction between
bonding and bridging. Bonding social
capital refers to the relations within
homogeneous groups, such as within
fraternal organizations, among ethnic
enclaves or in fashionable country
clubs. Putnam likens the strong ties
formed within dense homogeneous
networks as a sociological super glue,
and suggests they are best suited for
providing the social and psycholog-
ical supports its members need for
getting by in their day-to-day activities
(Putnam, 2000). This strong in-group
loyalty, however, can be prone to a
number of negative outcomes as iden-
tified by Portes, including the poten-
tial exclusion of outsiders or a stifling
of the freedoms of network members
(Portes, 1998).

Bridging social capital, in contrast, is
much more heterogeneous cutting
across diverse social cleavages. Putnam
suggests that this form of social capital
is useful in connecting to external
assets and for information diffusion.
This conception draws on the impor-
tance of weak ties first identified by
Mark Granovetter in the 1970s. Such
weak ties to diverse sources may
actually prove to be more valuable to
individuals seeking to get ahead than
stronger ties to relatives and close
friends, depending on the context
(as in a job hunt). Putnam is careful
to point out, however, that bonding
and bridging should not be under-
stood as either-or categories, but
rather as more-or-less dimensions
along which different networks
might be compared.

A number of scholars have found the
category of linking social capital to
be helpful as well. While this linking
might be considered by some as a

form of bridging, Woolcock argues
that bridging social capital has been
largely treated as a horizontal category
of interrelations, whereas linking
better captures an important vertical
dimension of social capital. Thus, link-
ing social capital refers to ties between
different strata of wealth and status.
Woolcock suggests that such networks
are key to leveraging resources, ideas,
and information from formal institu-
tions beyond the community, which
is particularly important for economic
development.

While these distinctions have proven
useful to many, they should not be
taken to represent an exhaustive typol-
ogy. Other categorizations of social
capital may prove useful for analysis
depending on the context. For exam-
ple, Adler and Kwon (2002) stress the
importance of distinguishing between
social networks based in market
relations, those based in hierarchical
relations, and those based on social
relations. Given the variety of forms
that different networks may take,
analysts have only begun to explore
the potential analytic uses of various
categorizations.

Context matters

One of the key messages to emerge
from an interdepartmental consulta-
tion held last June was that policy
questions should drive the way we
operationalize a theoretically informed
approach to studying social capital.
Those aspects of social capital we wish
to study and measure cannot be deter-
mined in the abstract, but will depend
on the policy questions of interest.
We need to ensure, therefore, that
government efforts to research and
operationalize social capital are con-
nected to the specific contexts of
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federal policy and program objectives.
The policy areas that were identified
as most ripe for the application of

a social capital approach included
immigrant integration and diversity,
health, economic participation, and
social inclusion.

It is worth reinforcing the notion

that context matters when it comes

to social capital and policy. Social capi-
tal networks are dynamic, not static.
Indeed, they can be quite episodic and
context-specific. Particular manifesta-
tions of social capital may be highly
useful in achieving certain outcomes,
while of limited value or even counter-
productive in achieving others. For
example, bonding social capital
(homogeneous ties inside a group of
belonging) is crucial for new immi-
grants in getting by on a day-to-day
basis, but may later be less useful

than bridging social capital (linkages
to groups and institutions outside of
the ethnic community) for getting
ahead. Similarly, different dimensions
of social capital (e.g., levels of trust
within the network or the gender

of the network members) may be
critical for determining outcomes

in one area, but of only marginal
importance in others.

The potential impact of social capital
on various outcomes will vary depend-
ing on the ways in which its effects are
enhanced or diminished by the wider
social, political, economic, and cul-
tural environment. One need only
think of the differences in both the
potential sources and the potential
uses of social capital open to women
in 1950s Canada as opposed to Cana-
dian women today. Similarly, organi-
zations and institutions may play an
important and varied role in facilitat-
ing or hindering the development and

operation of social capital, and this
could prove to be an additional path
of worthwhile investigation. Although
the importance of context may
seem an obvious observation, many
approaches to the study of social
capital nevertheless fail to recognize
that we should not expect to find
that prevalent patterns and forms of
social capital in one location are to
be consistently observed across time
and space.

At the same time, distinctions must
be made between social capital’s core
components, its determinants, and its
outcomes. It is the mixing up of these
components that is the source of
much of the confusion in the litera-
ture and in policy discussions about
social capital. We may indeed wish

to end up talking about any or all of
these depending on the policy ques-
tion and specific context, but they
should be kept analytically distinct.
This will help us better understand
the actual mechanism of social
capital formation.

Insights for policy

So how do we apply all this informa-
tion to the development of solutions
to specific policy problems? Even at
this early stage, it seems clear that
social capital’s greatest potential is

as a means to an end, rather than as
an end in itself. We should probably
not be thinking, therefore, about a
national strategy to build social capital
or any sort of blanket policy statement
aimed at increasing the social capital
of Canadians for its own sake. Instead,
social capital might be best understood
as a means or process for accessing
various forms of resources or support
through networks of social relations.
The idea is to emphasize the potential

role of social capital, as a resource and
a process, in facilitating the achieve-
ment of broader policy objectives,
such as immigrant integration,
economic participation, or improved
education and health outcomes.

Social capital is not a cure-all. More
social capital will not necessarily
always lead to better outcomes. Never-
theless, while social capital alone may
not be enough to achieve objectives,
it may prove a useful complement or
reinforcement for other policy tools
and resources in achieving policy and
program obijectives. For example, it

is particularly relevant in the area of
immigrant integration where it can
complement other integration tools
such as language training.

We will probably never be able to
switch social capital on or off by
itself and produce desired outcomes.
Instead, we need to appreciate that it
is only one element in a wider world
of complex social processes. Steps
could be taken to better integrate a
social capital lens into the develop-
ment and implementation of federal
programs and policies. A social capital
lens in policy and program develop-
ment and implementation could
start by raising awareness across gov-
ernment about its potential role in
achieving, or possibly obstructing,
policy objectives.

While many policies and programs
are already incorporating elements
of social capital (e.g., community
partnership initiatives), there could
be more systematic tracking of social
capital’s role in achieving program
outcomes. To this end, we could
become more active in developing
and refining measurement tools and
indicators to register the presence of
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social capital and assess its impacts

on program outcomes. Identifying
the effects of social capital on existing
program outcomes could facilitate
their replication in other program
areas. We must ensure that programs
and policies across government do not
work at cross-purposes in the ways in
which they incorporate or affect social
capital. Seemingly unrelated govern-
ment interventions (e.g., in areas of
transportation, housing, etc.) might
actually undermine the very social
capital resources that other programs
are counting on to achieve their objec-
tives. And using social capital as a
policy tool will inevitably raise some
jurisdictional issues and, depending
on the policy area in question, coordi-
nation across levels of government
will often be important.

The way ahead

We already have some understanding
of the possible determinants and con-
sequences of social capital. How can
this knowledge be translated into
action? Discussions with departments
indicate a need to find out more about
“what works” in creating or facilitating
social capital in specific policy con-
texts. But so far, little has been done
to integrate social capital into policy-
making. A clear and conceptually
rigorous framework for defining and
analyzing social capital could poten-
tially spawn a new set of tools for
developing evidence-based policy. By

PoLicy RESEARCH INITIATIVE

proposing, testing, and refining such
a framework, the PRI project, Social
Capital as a Public Policy Tool, seeks
to achieve just that. Through discus-
sions with policy departments, and
with national and international
experts, what we learn will be incor-
porated into a comprehensive set of
recommendations for measurement,
for testing new approaches, and for
policy action. Policy groups across
departments could then add these
social capital tools to their repertoire,
and apply them in innovative new
ways to a diverse set of problems.

Note

1 Available online at
http://www.hrdc-drhc.gc.ca/sp-ps/
arb-dgra/publications/books/oecd/
en/oecd_e.shtml. See also the
Spring 2001 issue of Isuma:

Canadian Journal of Policy Research at
http://isuma.net/v02n01/index_e.shtml.
Both URLs accessed October 14, 2003.
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Policy Challenges

At present though, it can be difficult for
policy analysts to know the extent to
which a particular policy may provide
beneficial increases in social capital. This
reflects the conceptual ambiguities and
measurement difficulties that surround
the concept, and the fact that, in some
instances, social capital can have per-
verse effects. Even where there is rea-
sonable certainty about what constitutes
a beneficial increase in social capital,
multiple and mutually reinforcing
policies may be required to bring it
about — complications which could test
the competence and coordination of
government, or which may have other
impacts that would need to be consid-
ered. The need for localized solutions

in some cases can also complicate pol-
icy analysis. This suggests that further
research may be warranted to deepen
understanding of the sources of social
capital and how they operate, to better
conceptualise social capital itself, and

to improve on current measures and
measurement methodologies. In the
short term, there may be merit in small-
scale policy experimentation to gather
experience and data on different poli-
cies aimed at supporting and enhancing
social capital.
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FEATURE ARTICLE

Social Capital
Building a
Foundation
for Research
and Policy
Development

Robert Judge!

Policy Research Initiative

Robert Judge
is a Policy Research Officer
with the Policy Research Initiative.

In recent years the concept of social capital has excited much attention and
come to worldwide prominence within academic and government circles alike.
But will it prove to be a robust concept for research and policy development
over the longer term? The answer may well depend on some key choices we
make today about what we fundamentally understand by social capital.

he current range and ambiguity
I in the meanings attached to

the concept of social capital do
not help in making a case for its prac-
tical value for policy and program
development. Indeed, as Portes (1998)
has warned, we may be approaching a
point where the term has been applied
in so many different contexts and to
such a range of events as to mean
everything and nothing.

In part, this current wide variation

in understandings of social capital is
arguably a natural reflection of a con-
cept in an early stage of development.
While the idea that the nature and
quality of social relations have impor-
tant implications for the well-being

of individuals, communities, and soci-
eties has a long history, viewing them
as a potentially productive resource for
particular outcomes is of more recent
vintage. Given the rapid spread and
popularization of this concept follow-
ing, in particular, the seminal work of
Pierre Bourdieu, James Coleman, and
Robert Putnam in the late 1980s and
early 1990s, it should not be surprising
that some have conveniently latched
on to the high-profile label to advance
their own particular projects with little
concern for theoretical precision. One
might hope that with time the rigor-
ous and substantive core of research
will prevail and a clearer understand-
ing will emerge.

Yet even if we focus on this sub-
stantive core, we can find a signifi-
cant division in how the concept is
envisioned. On the one hand, some

researchers see social capital primarily
in terms of particular structures (social
networks) and the resources they con-
vey. On the other hand, many prefer
a functional definition of social capital
whereby it consists of those social
resources that enable cooperation

and collective action. In practice,

the two approaches have much in
common. Those who focus on social
networks frequently do so precisely
because of their potential to encourage
cooperative behaviour, and those who
take a functional approach to social
capital often identify social networks
as a key mechanism for pursuing
common objectives.

Nevertheless, the differences between
the two approaches are not mere
semantics. This article attempts to
outline some of the ways in which
this basic difference in conceptuali-
zation matters to how we operational-
ize the term and the research agendas
we might choose in studying the
productive potential of this capital
resource. At the same time, it attempts
to propose a basis for developing a
framework for analyzing social capital
that draws on the strengths of

both approaches.

The Parallel to Human Capital

To evaluate the comparative advan-
tages of the two basic approaches

to social capital, it may be helpful

to begin by thinking through what
would make it a form of capital gener-
ally, and how it might compare to
human capital in particular (see, for
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example, Lin, 2001, ch. 2). In general,
capital is a resource in which one
might invest and develop, and which
may be then employed to generate a
future flow of benefits. In economics,
capital has classically referred to vari-
ous physical assets, both private and
public, that may be developed and
used to produce goods and services,
including such things as machinery,
buildings, transportation networks
and the like.

Some 40 years ago, the notion of
human capital was introduced in the
work of Theodore Schultz and Gary
Becker. Schultz famously made a case
for the adoption of the concept of
human capital in his widely cited 1960
presidential address to the American
Economic Association (Schultz, 1961).
His central thesis was that human
knowledge and skills formed a capital
asset, and the “failure to treat human
resources explicitly as a form of capi-
tal, as a produced means of produc-
tion, as the product of investment, ...
was wrong in the classical period and
patently wrong now” (p. 3).

Indeed, he suggested that this failure
to conceive of the acquisition of
knowledge and skills as a capital
investment and to evaluate their pro-
ductive potential as such had blinded
researchers and public policy practi-
tioners to their full importance. For
example, reflecting on his work
together with other economists follow-
ing World War 1II, Schultz noted that
they had badly underestimated the
resilience and efficiency with which
Western Europe would recover. This
he attributed to their overemphasis

on the wartime destruction of physical
capital and a failure to understand the
role of human capital in production in
an industrialized economy.

Schultz contended that the increase

in national outputs in Western
economies stemmed in large part from
investments made in human capital,
and investments in education and
training could yield significant returns
over a long period for both individuals
and economies. He further suggested
that the adoption of a human capital
lens had a number of public policy
implications. For example, he pointed
to then-existing tax laws that discrimi-
nated against investment in human
capital in the United States, and called
for greater efforts to provide the funds
for students to invest in education and
thereby their future.

In subsequent decades, the concept

of human capital has proven very
useful in orienting research and public
policy development. (For an overview
see Healy and Coté 2001, ch. 2.)
Researchers have examined the degree
to which various specific investments
in knowledge and skill development
have paid off both for individuals in
terms of improved employment earn-
ings and personal well-being, and
more generally for the overall health
of the economy and society. Similarly,
they have been able to examine the
dynamics and costs of investments in
knowledge and skill development by
individuals and firms, and the role of
various factors in shaping these invest-
ment choices. So too have they been
able to explore the role of public pol-
icy and expenditure programs, both in
shaping the decisions and opportuni-
ties to invest in education and train-
ing, and in affecting the way in which
these investments translate into labour
market opportunities.

Of course human capital theory is not
without its shortcomings. (Again see
Healy and Coté, 2001, ch. 2.) Efforts

to measure stocks of human capital
remain limited, with emphasis typi-
cally placed on educational credentials
as a simple but weak proxy measure.
Poor data quality and a still rudimen-
tary understanding of the complex
interactions of human capital and
economic growth have hampered
efforts to measure the impact on
growth. Nevertheless, the introduction
of the concept has proven highly use-
ful for allowing researchers to explore
the returns from human capital, the
dynamics of investing and developing
in the same, and the role for public
policy in this area.

Will social capital prove to be simi-
larly helpful? Certainly the idea that
social relations can form a capital
asset has received considerable atten-
tion recently. Part of the readiness of
so many scholars and researchers to
explore the concept may well lie in
the intuitive sense this seems to make
for most people. As Woolcock and
Narayan (2000: 3) put it, “... the basic
idea of social capital is that a person’s
family, friends and associates consti-
tute an important asset, one that can
be called on in a crisis, enjoyed for

its own sake, and leveraged for gain.”
Whether you are seeking support in
hard times, looking for a night on the
town with friends, or searching for a
new job opportunity, who you know
matters. Moreover, the authors argue
that what is true for individuals is also
true for communities: those with a
stronger stock of social capital are able
to negotiate the various challenges
they may face more effectively.

When one looks to the major
approaches to social capital, one finds
a broad common interest in how the
dynamics of social relations might
constitute an important asset and be
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productive of various outcomes. For
example, Bourdieu (1986) was inter-
ested in how elites could call upon
their social networks to reinforce

and reproduce their privileged status.
James Coleman (1988) examined

how social capital in tightly bonded
communities helped support family
expectations for their children’s educa-
tion and thereby reduce high school
dropout rates. Putnam (1993, 2000)
argued that networks of community
engagement can engender norms of
reciprocity and trusting dispositions
which, in turn, may generate greater
social collaboration and more effective
democratic institutions.

Yet if there is a common interest in
exploring how social relations may
form a capital asset, there is a wide
disparity in how social capital is
conceptualized more precisely. In
particular, as noted above, the lead-
ing approaches may be broadly
divided between those who focus
on social capital as a structure in
the form of a social network, and
those who take a more functional
approach and view social capital

as being those social resources that
enable effective cooperation.

In practice, this distinction has an
enormous impact on the ability to
identify what might constitute social
capital and how it functions, including
being able to distinguish social capital
from its determinants and its out-
comes. If we are to think of social
capital as a form of capital, and if this
is to be useful for research and policy
development, then ideally we should
be able to identify what it is, explore
its productive potential, and identify
the means by which it can be invested
in and accumulated. Network-based
approaches to social capital may more

readily meet this test. Before exploring
the usefulness of such an approach,

this article first considers the case for a
functional conception of social capital.

Social Capital as Function

At present, the functional conceptual-
ization of social capital may be the
most widely adopted and influential
approach. The seminal work in pro-
posing a functional understanding of
social capital is that of the late Ameri-
can sociologist, James Coleman (1988,
1990). Coleman (1990: 302) argued
that social capital consists of those
aspects of a social structure that facili-
tate the actions of actors within the
structure. The forms of social capital
he identified include obligations and

in Italy, Putnam adapted Coleman’s
approach and defined social capital
as “features of social organization,
such as trust, norms, and networks,
that can improve the efficiency of
society by facilitating coordinated
actions” (p. 167). A similar definition
was offered in the hugely influential
1995 article entitled “Bowling Alone,”
in which he suggested that a decline
in social capital in the United States
in the form of an erosion of civic
engagement was undermining the
effectiveness of its public institutions.

Clearly, though, a functional concep-
tualization of social capital as offered
by Coleman and Putnam would not
have found a sustained audience if the

To the degree that a functional approach lumps multiple
phenomena under a single social capital label, thereby

obscuring their independent dynamics, a disservice is done

to the development of a sound basis for rigorous research.

expectations, trust, information poten-
tial, norms and effective sanctions,
authority relations, appropriable social
organizations, and social networks.

If Coleman was the key figure in
introducing a functional definition

of social capital, its widespread impact
on research agendas must be princi-
pally credited in particular to the
early works on social capital by the
Harvard political scientist, Robert
Putnam (1993, 1995). Although
Coleman (1990: 302) explicitly con-
ceptualized social capital as an asset
of individuals, Putnam has been more
interested in exploring the ways in
which it represents a collective asset.
In his 1993 study of the comparative
effectiveness of regional government

basic ideas did not hold considerable
merit. Certainly the attention to the
role social relations play in enabling
and sustaining various outcomes is
viewed by many as a welcome cor-
rection to approaches to economics
and politics that have neglected the
importance of the social sphere. Fur-
ther, the core problematique this
approach attempts to resolve, either
for individuals or for collectivities, is
a compelling one. Groups, families,
neighbourhoods, and societies in
which people are willing to cooperate,
in which people are predisposed to
trust one another, and in which collec-
tive action is welcome, encouraged,
and enabled, will be able to accom-
plish much more than where this is
lacking. Yet the wide variation in
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levels of such cooperation and sup-
port for collective action underline
the difficulty in its achievement. A
functional approach seeks to identify
the factors that enable the productive
potential of socialbility, and thereby
open them to possible development
through public policy intervention.

And yet this functional approach to
social capital has also been heavily
criticized. For example, Coleman’s
rather vague definition and the “laun-
dry list” of forms — a list that arguably
conflates determinants, sources, and
outcomes of social capital — has been
lamented by Portes (1998) for having
opened the way to confusion and con-
tradiction in the wider social capital
literature. Similarly, Portes suggested
that the functional approach of Put-
nam is tautological, and that (at least
in the case of his 1993 work on Italy)
it failed to distinguish the definition
of the concept both theoretically and
empirically from its attributed effects.

Moreover, as Lin (2001) noted, a
single, functional theory that needs
to account for all elements of social
resources that lie behind every
instance of social cooperation quickly
loses its parsimony, and thereby its
explanatory utility. Of course, it is
precisely the lack of parsimony in
this theory that has enabled so many
different researchers from different
backgrounds to include their particular
interests under a social capital banner.
Social networks, norms and trust are
perhaps the most frequently cited
forms of social capital. Many are also
interested in how public institutions
as well as other political and legal
arrangements are forms of social capi-
tal when and where they encourage
and coordinate cooperative collective

action. Indeed, a functional approach
leads to an ever-broadening list of
those elements that may be considered
to be social capital.

However, this continually expanding
list makes it hard at times to isolate
social capital from other forms of
capital while grouping together many
distinct phenomena with different,
perhaps even contradictory, dynamics.

functional definition while avoiding
the potential pitfalls of this approach.
Nevertheless, a functional definition
can too often support confused
research that obscures more than it
enlightens. Moreover, efforts to group
all phenomena that produce collective
action into a single theory may prove
insurmountably complex and, over
the longer term, limit the utility of
the concept for research and policy

While network-based approaches to social capital ma be

more modest and parsimonious then functional definitions,

this may greatly increase the potential explanatory power

over the longer term.

For example, a strong economy and
abundance of equitably distributed
resources might be considered a form
of social capital to the degree to which
it facilitates greater cooperative behav-
iour. Similarly, knowledge of interper-
sonal dynamics and developed social
skills may similarly contribute toward
cooperation. Yet labelling them as
social capital may obscure more

than enlighten.

To the degree that a functional
approach lumps multiple phenomena
under a single social capital label,
thereby obscuring their independent
dynamics, a disservice is done to the
development of a sound basis for
rigorous research and, ultimately,

for the development of evidence-
based policy.

To summarize, the broad question

of identifying the sources of social
cooperation and collective action
remains both a valid and vital concern
for research. And good and careful
scholarship may be able to employ a

development. Finding a means to
define social capital more clearly
without losing sight of the funda-
mental problematique raised by
functional approaches may help
to avoid this predicament.

Social Capital as Network

In contrast to functional conceptual-
izations, network-based approaches to
social capital may offer a much cleaner
definition. To this end, many scholars
have come to rediscover the seminal
network-based work of Pierre Bourdieu
on social capital. Bourdieu defined
social capital as “the aggregate of the
actual or potential resources which

are linked to the possession of a
durable network of more or less insti-
tutionalized relationships of mutual
acquaintance and recognition or, in
other words, to membership in a
group.” For Bourdieu, “the volume

of social capital possessed by a given
agent...depends on the size of network
connections he can effectively mobi-
lize and on the volume of the capital
(economic, cultural or symbolic)
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possessed in his own right by each
of those to whom he is connected”
(1986: 249).

Although there is considerable varia-
tion in network-based approaches

to social capital (see Adler and Kwon
2002: 22-23), most approaches share
with Bourdieu the view that such
approaches must be concerned with
both the structure of the network
and the resources contained within
the network that may be drawn by
its members. This said, various authors
associated with a network-based
approach differ somewhat in their
definitions of the concept. For exam-
ple, there are those who focus prima-
rily on the networks themselves (e.g.,
the definition offered in this article),
those who include equally the net-
works and the resources they convey
(e.g., Bourdieu), and those whose defi-
nition stresses the resources accessible
through networks (e.g., Lévesque and
White, 2001). More generally, Adler
and Kwon (2002) argued that network-
based approaches are split between
those principally concerned with the
effects generated by the pattern or
structure of relations within a net-
work, and those that insist that the
content of those relations, such as
particular norms or levels of trust,
must also be investigated.

Network-based approaches have been
subject to a variety of specific critiques.
Most common, however, are concerns
that these approaches are too narrow.
Some feel that they leave out too
many dimensions that may be impor-
tant in understanding and explaining
various social phenomena, particularly
cooperative collective action. Given
the compelling case made by many
within the functional approach for

understanding these broader issues,
an inability of a network-based
approach to explore such concerns
would be serious.

This said, such concerns may be
misplaced. While network-based
approaches to social capital may be
more modest and parsimonious than
functional definitions, this may greatly
increase the potential explanatory
power over the longer term. Rather
than opening the door to an ever-
expanding list of social resources that
are purported to function as enablers
of collective action, defining social
capital in terms of social networks
allows one to better define the con-
cept, distinguishing it both from
other forms of capital and from its
purported effects. This in turn allows
for more careful empirical testing of
the theorized connections between
the determinants of social capital,

its outcomes, and social capital itself.
Moreover, it does not force one to
conclude that social capital is absent if
its theorized effects are not perceptible
(Lévesque and White 1999: 28).

Defining social capital in terms of
social networks does not mean that
one cannot investigate its possible role
in promoting collective action, or the
ways in which it interacts with norms,
trust, institutions, the wider socio-
political environment, and the like.
Indeed, by carefully distinguishing
between these phenomena rather than
lumping them into a single dynamic,
one may more carefully study and test
the supposed connections between the
various elements. Which of these addi-
tional elements one wishes to study
will vary with the particular problem
one wishes to understand. Neverthe-
less, a common conceptual focus on

social capital as social networks pro-
vides a means of ensuring consistent
measurement across a variety of
research and policy applications.

Potentially, one may more clearly
understand and empirically study
social capital as a form of capital
through a network-based approach.
Human capital has proven a robust
concept over the past 40 years, because
its core elements have more or less
been clearly identified as knowledge
and skills, and this has allowed
researchers to organize their efforts

to evaluate the productive potential

of this form of capital and to study the
dynamics by which individuals invest
in and accumulate human capital.
This, in turn, has allowed for analysis
of the potential role of public policy in
encouraging the most beneficial forms
of investment in human capital and
for maximization of returns on this
investment, particularly in the labour
market. A narrower definition of social
capital may prove a similarly useful
lens for exploring the importance of
social networks.

Conclusion

Through recognizing issues raised by

a functional approach in developing

a broader framework for undertaking
social capital analysis, while maintain-
ing a narrower, network-based defini-
tion for the core social capital concept,
it may indeed be possible to draw

on both approaches. That is, the

study of social capital should be multi-
dimensional and dependent on the
needs of the particular application

in question, including analysis of the
investments that individuals make in
setting up and maintaining social net-
works, associated norms and values,
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institutional dimensions, as well as the
benefits received by individuals and
society. Studies using such a frame-
work can be quite different from each
other, but they will always require a
common, measurable, core if they are
to result in the development of a body
of empirical knowledge that will sup-
port future policy analysis in areas that
cannot easily be predicted in advance.

Such multi-dimensional analysis can
be consistently undertaken over a
wide range of policy and research
applications provided that - in

all these various applications — we
maintain a strict core definition of
social capital based on networks. A
narrow definition of the core concept
is at least potentially measurable in

a consistent way and parallels the
tight definitions used in studies of
physical or financial capital as well
as human capital, thereby facilitating
crosscutting social and economic
empirical analysis.

Thus, we might do well to define social
capital in terms of the networks of
social relations that provide access to
needed resources and supports, while
developing a social capital framework
to support research and policy analysis
that uses the core network concept
but is multi-dimensional. Depending
on the particular research and policy
application, social capital studies
should encompass, for example,

the investments that individuals and
collectivitities make in the establish-
ment and maintenance of social net-
works, the various characteristics of
the networks and of transactions, the
norms and institutional frameworks
in which such networks operate,

the resources that can be potentially
accessed through participation in the
networks, and the returns to those
investments in the form of economic,
social, and health outcomes for indi-
viduals, communities, and societies.
In this way, the strengths of both net-
work-based and functional approaches
to social capital may be harnessed in
building a foundation for research
and policy development.

Note

1 The author wishes to thank Peter Hicks
for comments received on an earlier
draft.
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This article discusses the application of social capital theory, life history methods,
and social network analysis to an ongoing study of the barriers to employment
faced by single men and women in New Zealand. Previous work on social capital
in New Zealand (Robinson, 1997, 1999, 2002) recognized the importance of social
networks in the formation and mobilization of social capital, but its community
development focus has concentrated on the collective rather than individual
dimension of social capital. This research focuses on the individual dimension

of social capital in the form of the resources for individual action that are stored

in social relationships.

ultural analysis is a key compo-
Cnent of this research, because

culture embodies the concep-
tual and normative framework within
which the members of a particular
society, community, or other social
grouping, are socialized, live, enter
into relationships, think, communi-
cate, and assign meaning to objects,
events, and their very existence (Durie,
1998, 2001; Tamasese and Waldegrave,
1997; Tamasese et al., 2000a,b). For
Maori and Pacific people, these cul-
tural frameworks have been subject
to considerable stress and modification
under the impact of colonial programs
and practices. The significance of
culture has clear implications for any
study involving the social networks
to which people belong, because the
characteristics, contents, and structures
of these networks will be significantly
influenced by the cultural back-
grounds of their members or, to put
it another way, the networks people
form and are attracted to will be
significantly influenced by their
cultural backgrounds.

To incorporate this concern, the study
contains, by design, equal numbers
of participants from Maori, Pacific,
and Pakeha cultural backgrounds to
investigate the proposition that the
structures of the personal social net-
works, and the forms of social capital

associated with each cultural group
are different, and that these culturally
based differences are, in turn, associ-
ated with different types of relation-
ships with the labour market.

The apparent association between a
person’s prospects in both the labour
and marriage markets is interesting
and suggests the existence of a section
of New Zealand society whose
members are doubly disadvantaged
due to the difficulties they face in forg-
ing and maintaining social relation-
ships, particularly relationships which
provide them with the social leverage
to get ahead, rather than merely to
get by. By investigating this double
disadvantage within a unified research
framework, this study aims to develop
insights into the social processes
underlying capacity to achieve and
maintain a secure attachment to the
labour market. It also aims to con-
tribute to the development of evi-
dence-based active labour market
policy capable of addressing the

needs of the least advantaged mem-
bers of the labour market.

Bourdieu, Coleman, and
Putnam

During the past decade or so, the
concept of social capital has gained
widespread currency among social
scientists, social commentators,
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politicians, and those involved in
social and economic development
generally. This widespread use has
generated such a proliferation of
applications that it is advisable, when
applying the concept to an empirical
study, to be clear about the definition
of social capital being used and its
relevance and usefulness to the
research. We use the concept in this
study because it broadly concerns
social resources and represents a con-
textual counterpart to human capital;

whereas human capital is concerned
with what you know, social capital is
concerned with who you know. In a
modern industrial market economy,
wage or salary employment is the
primary source of earned income for
most people, and the availability of
employment and people’s capacity
to secure it, are clear issues of social
justice. Central to social justice are
issues of access to social and economic
resources, and the fact that these are
usually distributed inequitably.

The Study

their single status.

he research focuses on single people, because they experience

greater difficulties in obtaining and retaining employment than

their contemporaries who are members of couple households
(Callister, 1998, 2000). The study identifies and examines the structures
and contents of the social networks of 48 single men and women, looking
at the forms of social capital embodied in their social networks. Research
participants were drawn, in equal numbers, from three distinct New
Zealand cultural groups: Maori (the indigenous people of New Zealand),
Pacific (people from the islands of the South Pacific close to New Zealand),
and Pakeha (term commonly used to refer to New Zealand people of Euro-
pean descent). Maori and Pacific people were, and still are, subject to
extensive colonial programs and practices in New Zealand and the South
Pacific. This study pays particular attention to culturally based differences
in network content, structure, and forms of social capital, and the impacts
of colonial relations on these elements. How do the participants use this
social capital to provide the support and leverage necessary to get by and
get ahead, in obtaining and sustaining paid market employment?

The study also investigates the proposition that the employment difficul-
ties faced by single men and women, particularly those in their 30s and
40s, are likely to be compounded by the social isolation associated with

While this project has been designed to produce valuable and useful
findings, it is also a pilot study in view of the relatively small sample and
the fact that this is the first research of this type to be carried out in New
Zealand. As a pilot study, it can provide the basis for refining and develop-
ing research instruments and methods that can be applied to larger studies
in future phases of this research program.

The three theorists most frequently
cited for their contributions to the
development and use of the concept
of social capital are Bourdieu (1986),
Coleman (1990), and Putnam (1993).
The proponents and popularizers of
the idea of social capital have clearly
been most influenced by the work of
Coleman and Putnam, and have paid
little attention to Bourdieu’s work in
this area (Fine, 2001). While all three
identify social capital with social struc-
ture, they do so differently, in ways
that reflect the theoretical underpin-
nings of their respective approaches
and the aspects of social reality they
seek to understand.

The differences between the theoreti-
cal bases of Bourdieu, Coleman, and
Putnam can be summarized as follows.
For Bourdieu, social capital is a resource
used by people to support their strate-
gies for maintaining and changing
their positions within hierarchical
social structures. He uses the concept
within a praxis-based approach in
which social practice is considered

to be generated through a process
involving the interaction of structure
and agency. The concept of capital is
central to Bourdieu’s work. As well as
using the idea of social capital, he is
credited with originating the concept
of cultural capital, which is widely
used in educational theory. The idea
of capital is integral to his key theo-
retical concept of the social field.

Coleman applies the concept to
education and the role of social
capital in increasing human capital.
His approach is based in rational
choice theory and developed from
his earlier work in social exchange
theory. Putnam applies the concept
to understanding and fostering the
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establishment of democratic institu-
tions at the regional and national
levels. His use of the concept of social
capital is influenced by Coleman and,
although his and Coleman’s areas

of interest are different, they share
the view that social capital is a public
good, a community resource that
tends to be undervalued and in

short supply.

The view of social capital as a public
good tends to emphasize its poten-
tially positive or functional character-
istics, while avoiding discussion of its
potential downsides. For this research,
the potential downsides of social capi-
tal are associated with the paradoxical
capacity of the strong ties and criteria
for network membership that are
sources of social capital for members,
yet may exclude those who do not
meet membership criteria. The exclu-
sion of “outsiders” from groups or
networks by “insiders” on the basis

of one or more of any number of
possible forms of social differentiation
illustrates the basis of social capital in
networks of social relationships. It also
underlines the view that social capital
can exist in different forms in different
networks, and that a form of capital
that has currency in one network
might hold no value in another.

Whatever the reason or basis for exclu-
sion, the effect is a denial of access to
a potentially useful resource or set of
resources. The value of Bourdieu’s con-
ceptualization of social capital to this
study derives from his focus on the
individual dimension of social capital
and the equation of social capital with
the qualifications or credentials of
entry and membership of a particular
social group, social network or, to use
Bourdieu’s term, social field. In addi-
tion, his theory of social fields pro-

vides a vocabulary for discussing the
power relationships among fields

or networks. This study explicitly
combines Bourdieu’s understanding of
social capital with the techniques of
social network analysis to investigate

In the study of social capital using
social network methods, social capital
has been associated with information
and communication, access that is
influenced by conditions known

as “closure” and “brokerage.” It is

This study explicitly combines Bourdieu's understanding of social

capital with the techniques of social network analysis to investigate

relationships between social network structure and associated social

capital, and attachment to the labour market.

relationships between social network
structure and associated social capital,
and attachment to the labour market.

Social Network Analysis

Social network analysis is an approach
to investigating social reality that
focuses on the relationships among
social entities rather than their attrib-
utes, as is done by standard social
survey methods (Wasserman and
Faust, 1999). Under this approach,
social reality is conceptualized in
terms of networks of social relation-
ships occupying a wider social space.

Social network analysis shares the
relational approach that is central to
Bourdieu’s framework as well as his
spatial conceptualization of social
reality. This form of analysis employs
analytical methods based on mathe-
matical graph theory to study the
structures and characteristics of indi-
vidual social networks and their rela-
tionships with others. Bourdieu has
developed applications to delineate
the social space, while others have
applied graph theoretic methods to
empirical identification and investiga-
tions of the forms of capital associated
with particular social fields (Anheier
et al., 1995; King, 1996, 2002).

assumed that communication takes
time, but occurs more quickly through
already established relationships, and
that information will circulate within
a network before it moves from one
network to another (Burt, 2000).

Closure

A closed network is one whose mem-
bers have close connections to one
another with no or relatively few
connections outside the group. Within
a closed network, the transmission or
sharing of information is facilitated
by the close links between members,
and sanctions facilitated by network
closure reduce the risks associated
with trusting fellow members. By
facilitating the transmission of infor-
mation within a network, network
closure is a source of social capital
for its members.

Brokerage

Brokerage refers to the bridging of
structural holes or gaps between sepa-
rate networks. A person who is able

to bridge a gap between his or her
own network (network A) and another
network (network B) can facilitate

and control the flow of information
between the two networks. This bro-
kerage will not be an advantage if net-
work A and network B are the same,
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or very similar, in terms of the types
of information circulating within
them. But if the two networks are
host to different types of information,
bridging the gap between them

is a source of social capital for the
person who is able to broker the
flow of information between them
and, potentially, for other members
of the networks who gain access to
new sources of information.

These two examples indicate that
social capital can exist in different
forms and be specific to particular
social contexts. The social capital
associated with network closure might
not be of benefit (have currency, if
you like) outside the network con-
cerned. It might have currency within
other, similar networks, but not in
other networks within which different
sorts of information flow.

While the techniques of social net-
work analysis enable the identifica-
tion, measurement, and analysis of
relationships within and between
networks, they do not provide a
theoretical basis for considering the
significance of these relationships
within the context of broader struc-
tural characteristics and sets of social
relationships. It is in this area that
Bourdieu’s framework is of particular
value, because he developed it with
that purpose in mind.

Research Application

The application of social network
analysis to this research is based on
the assumption that a complex com-
munity or society has a number of
social fields or networks — some
closed, some open, some crosscutting
with others, some relatively isolated.
It is also assumed that people occupy-

ing different positions within the
socio-economic hierarchy will tend
(strongly) to be associated with differ-
ent social networks. For example,
returning to the information flow

and communication metaphor dis-
cussed above, people occupying
positions associated with educational
success and employment in profes-
sional occupations will tend to belong
to different social networks from
people occupying positions associated
with poor educational attainment and
unemployment, or employment in
poorly paid, unskilled occupations.

All these networks will be potential
sources of social capital for their mem-

delineation of the social networks of
single people who have different levels
of actual achievement in employment.
The extent to which these differences
in achievement are functions of the
characteristics of their social networks,
and the extent to which the networks
are characterized by closure and/or
brokerage are then examined.

The Sample

Data were obtained from interviews
with 48 single people in the 30 to
45 age group. The sample had equal
numbers of men and women, and
equal numbers of Maori, Pacific
people, and Pakeha. It also included
people in paid employment as well

Social policy research is rightly concerned with contributing

toward the achievement of practical outcomes, but it is

important that emphasis on the practical does not divert us

from the complementary responsibility to consider carefully

the theoretical assumptions underlying our work.

bers, but the social capital associated
with the networks of the poorly edu-
cated and underemployed will tend
not to have currency in the networks
of the well-educated and profession-
ally employed, and vice versa.

All things being equal, this would not
necessarily be a problem. However,
all things are not equal, and when it
comes to a person'’s success in educa-
tion and employment, it is helpful

if the values, norms, and informa-
tion flows, which are consistent with
success in these areas, are similar to
those circulating within that person’s
social network(s).

Consequently, the application of social
network methods to this research
focuses on the identification and

as those who were not. To the extent
permitted by the small sample, we
attempted to include people represent-
ing a range of employment histories.

The interview schedules were in sev-
eral parts and covered the areas of life
history and social networks. The life
history component of the interview
was semi-structured and designed to
explore a person’s life background in
areas such as family, health, friend-
ships, partnerships, education, train-
ing, employment, access to social,
community, health, and cultural
resources, significant life events (e.g.,
leaving home, returning home, mar-
riages, separations, divorces, births,
widowhood, graduations), and other
significant turning points identified
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by the person (e.g., the death or illness
of a significant other).

The social network component has
four objectives:

¢ developing a list of contacts
through the use of a name
generator;

e measuring the strength of each
contact in terms of frequency and
intensity of contact;

e measuring the status of each con-
tact in terms of occupation, social
and community standing, educa-
tion, and the like; and

¢ identifying the existence of links
between the contacts to identify
secondary networks with which
participants might have “weak”
links.

Once the types of closure associated
with participants’ primary networks
and the extent to which they possess
“weak” links with other secondary
networks are identified, it is possible
to relate these findings to the results
of the life history data analysis and
investigate any associations between
life-course, cultural background, net-
work structure, and the forms of social
capital contained in them. The out-
comes of these analyses are then
related to participants’ experiences in
the areas of labour market participa-
tion and attachment.

Another aspect of the overall analysis
is to treat the primary and secondary
networks identified as social fields (as
theorized by Bourdieu) and attempt
to locate them in relationship to the
wider social space and other social
fields, which affect the labour market.
These fields would include those asso-
ciated with occupational groupings,

and others emerging in the course

of the cultural analysis, which might
include such relational entities as iwi
(Maori tribal entities), whanau (Maori
extended families), and aiga (Samoan
extended families).

Policy Implications

It is increasingly recognized in New
Zealand that, in the areas of policy
development, implementation, and
delivery, one size does not fit all. The
needs of different populations
(whether defined by gender, age,
ethnicity, or some other criterion)

in areas such as health, employment,
and education are not exactly the
same, and policy interventions devel-
oped to meet these needs are the
most effective when they are sensitive
to, and incorporate, the values and
aspirations of a target population.2
This, we argue requires that policy be
based on an accurate understanding
of the ways in which the cultural (in
the broadest sense) characteristics of
a particular population influence the
relationships that its members have
with other fields or domains within
the wider society.

Social policy research is rightly con-
cerned with contributing toward the
achievement of practical outcomes,
but it is important that emphasis on
the practical does not divert us from
the complementary responsibility

to consider carefully the theoretical
assumptions underlying our work.
We are attempting to apply this prin-
ciple in a study aimed at understand-
ing the position of an extremely
disadvantaged section of three popu-
lations within New Zealand society:
single Maori, Pacific, and Pakeha
men and women, by examining

the extent to which the structures
of their social networks and their
capacity to mobilize social capital
affect their capacity to gain and
maintain paid employment.

Notes

1 This article is a condensed version of
a paper presented at a social policy
evaluation and research conference
held in Wellington, New Zealand.
The paper is available at
http://www.msd.govt.nz/documents/
work-areas/strategic-social-policy/
conference/2.11-paper.doc. See also
King and Waldegrave (2003a,b).

2 For example, the need for Maori and
Pacific people to contribute to the
development of social policy initiatives
that will be appropriate for them is
acknowledged in the annual report on
the social well-being of New Zealanders
produced by the Ministry of Social
Development (2003).
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The need for a clear and measurable definition of social capital is exemplified in
the Community Employment Innovation Project (CEIP), a large-scale research
demonstration project being managed by the Social Research and Demonstration
Corporation (SRDC). This article introduces CEIP and its unique approach to
measuring social capital formation through social networks, which was presented
in a recent SRDC working paper by Kate Johnson (2003). The article begins with
a brief overview of CEIP. This is followed by a discussion of various definitions of
social capital, which are operationalized in a model of social network formation
used in CEIP. The model is then discussed in more detail, and the measurable
aspects of social network formation and the specific collection instruments used
in CEIP to obtain these data are reviewed. The paper concludes with a more
detailed discussion of the possible mechanisms by which CEIP may influence

these aspects of social networks.

CEIP - An Innovative
Alternative for the
Unemployed

The Community Employment
Innovation Project (CEIP)

is a long-term research and
demonstration project designed to
test an alternative form of income
support for the unemployed, which
aims to encourage employment
while supporting local community
development. CEIP is sponsored

by Human Resources Development
Canada (HRDC) and the Nova Scotia
Department of Community Services
(DCS). The project, which began in
1999 and is continuing until 2008,
is managed by the SRDC, a not-for-
profit research organization.

CEIP grew out of the belief that new
government initiatives to improve the
economic well-being of individuals in
disadvantaged communities must sup-
port local efforts to create a sustainable
economy. The Cape Breton Regional
Municipality (CBRM) — the principal
industrial area of Cape Breton, Nova
Scotia — was selected as the test site.
This area has experienced a steady
and protracted erosion of its industrial
base, which was founded on the steel

and coal industries. Past efforts to
diversify the economy using tradi-
tional development approaches have
had limited success, and the regional
unemployment rate has remained
high relative to provincial and national
rates. The area, however, has a signifi-
cant history of grassroots involvement
in community development. This tra-
dition of local activism and the avail-
ability of expertise and organizational
infrastructure, along with a pressing
need to address chronic high unem-
ployment, make industrial Cape Breton
a suitable location in which to test the
CEIP program model.

CEIP, Employability, and
Community Capacity

Eligible individuals in the CBRM were
offered the opportunity to exchange
their entitlements to Employment
Insurance (EI) or income assistance
(IA) benefits for a “community wage”
that is earned by working on projects
developed and operated at the local
level. Eligible volunteers are able to
take part in community-based projects
for up to three years, which provides
them with a significant period of sta-
ble, earned income and an opportu-
nity to gain experience in a variety
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of settings, acquire new skills, and
expand their networks of contacts. In
short, beyond addressing the immedi-
ate need for employment, CEIP hopes
to influence participants’ longer-term
employability by improving both their
human and social capital.

An important feature of CEIP’s design
is the central role given to local com-
munities to identify and prioritize
local needs, and to develop, approve,
and implement projects to meet those
needs. CEIP hopes that the activities
residents undertake in the mobiliza-
tion and organizing of local resources
to generate project-based jobs will
help enhance community capacity.

It is through both the process and the
product of these efforts that CEIP may
improve and sustain a central element
of capacity building - the social capital
of local communities.

Definitions of Social Capital
Relevant to CEIP

Jacobs (1961) was the first to provide
evidence of the importance of social
capital to a healthy functioning
society. She believed neighbourhood
networks are essential to fostering

healthy, liveable cities. Bourdieu (1986:

243, 248) suggested that social capital
is the value of social obligations or
contacts formed through a network.

Networks of connected individuals

are acknowledged in many definitions
of social capital. According to Coté
(2001), “while human capital is
embodied in individuals, social capital
is embodied in relationships.” To Put-
nam (2000: 19), “social capital refers
to connections among individuals —
social networks and the norms and
reciprocity and trustworthiness that
arise from them.” Similarly, Stone
(2001: 4) sees social capital “as

networks of social relations which
are characterized by norms of trust
and reciprocity.” It is this micro-level
explanation that emphasizes the role
of social networks and social ties that
is most relevant to CEIP.

However, Woolcock (2001) believes it
is also useful to distinguish between
social capital and its outcomes and
has noted that definitions of social
capital have a tendency to include
both networks and values like trust
and reciprocity. Woolcock advocates
a definition that focuses on what
social capital is rather than what it
does and, in his reasoning, trust is a
consequence of social capital rather
than an element of the definition.

Despite the varying definitions that
have emerged in the literature, Stone
(2001: 4) has identified a common
similarity, and points out that three
of the most notable social capital writ-
ers, Bourdieu (1986), Putnam (1993),
and Coleman (1988) “understand
social capital as a resource to collec-
tive action concerning economic

well being, democracy at the nation
state level, and the acquisition of
human capital in the form of educa-
tion.” Described as such, there is a
relational component to the defini-
tion. The authors view social capital
as networks leading to various out-
comes. It is necessary to see social cap-
ital as a resource — through networks —
to collective action rather than view
the outcome of such action as exis-
tence of social capital.

A Model of Social Capital
Formation

Adopting a definition of social capital
that draws on a micro-level explana-

tion that emphasizes the role of social
networks and social ties will allow

social capital to be measured sepa-
rately from its outcomes. However,
social capital, even with a micro-level
definition based on social networks,
has not been formally modelled until
now. To determine if there are any
effects of CEIP on social networks,
measurable aspects of network forma-
tion need to be clearly defined. This
requires a model of social network
formation through which social
capital develops.

In her paper, Johnson (2003) investi-
gates a model of social capital forma-
tion, which uses individual incentives
to create or sever network links. It is
based on the propositions that rela-
tionships can be both beneficial and
costly, and that individuals rationally
form and sever relationships according
to the cost and benefit of those rela-
tionships. Being connected greatly
benefits an individual, yet maintaining
relationships has a cost. As a conse-
quence, individuals limit the number
of their active relationships. As net-
work links are formed and maintained
individuals begin to accumulate social
capital. Like any other asset, social
capital pays a return and depreciates
over time.

In Johnson’s model, each individual’s
utility depends on the net benefits
from each relationship in each period
of time. The net benefit in maintain-
ing relationships over time is a func-
tion of several factors, which are
described in more detail in Johnson
(2003). Briefly, the net benefits of
individual connections in a social net-
work are determined by the value of
the active links, not only from current
interactions with an individual, but
also from the social capital and costs
of maintaining relationships that are
inherent in the entire history of the
relationships.
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The model implicitly allows active
connections to accumulate social capi-
tal over time while also incorporating
the concept of depreciation. Further-
more, individual connections can

also vary in their ability to accumulate
social capital based on how well the
individuals interact. As one would
expect, the size of network also influ-
ences the net benefit. However, more
is not always better, as being con-
nected to too many individuals can
cause congestion, where the net bene-
fit is less than anticipated. Finally, the
model incorporates a maintenance
cost for individuals in maintaining
relationships. It is designed to allow
for different costs, which ensures that
each individual is faced with a variety
of potential relationships ranging from
inexpensive to very costly.

Johnson also reviews the implications
of this type of model on social net-
work formation. Most importantly,

it has implications for how the size,
homogeneity, and density of social
networks, and hence social capital,
evolve and are influenced by the
factors described in the model. Size,
homogeneity, and density are clearly
definable aspects of social networks
that can be measured separately from
outcomes on, for example, labour
market experiences or quality of life.

Measuring Social Capital
in CEIP

The CEIP research design includes an
experimental participant impact study,
which employs a random assignment
design. Participants are randomly
assigned to either a program or control
group. The program group receives the
CEIP treatment while the control
group, ineligible for the program,
serves as a counterfactual — a measure

of what the outcome would have been
in the absence of the program. Any
differences that are observed over time
in the experiences of the two groups
can be attributed with confidence to
CEIP, because random assignment
ensures that there are no pre-existing
differences between the groups.

The experiences of participants in

the program and control groups are
assessed through a series of follow-

up surveys and administrative data
sources. Follow-up surveys, conducted
at 18, 40, and 54 months after random

networks is assessed through questions
designed to determine the nature and
interconnectedness of these relation-
ships. Because these data are collected
for both program and control group
members, consistent and reliable esti-
mates of the impact of CEIP on social
networks can be determined - separate
from outcomes on labour market
experiences and quality of life.

In addition to the participant impact
study, the CEIP research design also
includes a comprehensive study of
community effects. This involves a

Social capital, even with a micro-level definition of social networks,

has not been formally modeled until now.

assignment, are the key source of data
on the labour market outcomes and
quality of life of those in the study
and will provide the basis for measur-
ing the impacts of CEIP.

Follow-up surveys also include mod-
ules on social network formation that
will be used to assess the evolution

of the social networks of study partici-
pants through the study period. Con-
sistent with the implications of the
above model of social capital forma-
tion, these survey modules collect data
on the size of participants’ social net-
works as well as their homogeneity
and density. Specifically, they include
a series of questions designed to elicit
a list of contacts to which participants
could turn to for help in the following
areas: household activities, specialized
advice, emotional support, and help
with finding a job. Beyond overall
size of networks, their homogeneity

is captured through additional ques-
tions that assess the similarity of the
identified individuals on a range of
characteristics. Finally, the density of

multiple-methods research design
that relies heavily on both a “theory
of change” approach and a quasi-
experimental comparison community
design. A range of data collection
methods is used in this design includ-
ing a longitudinal community survey,
administrative indicators, and a series
of qualitative research approaches.
Similar to the participant impact
study, indicators related to both out-
comes and the evolution of social net-
works are collected, which will allow
the effect of CEIP on the evolution of
social capital and community well-
being, capacity, and cohesion to be
analyzed separately. For example, the
longitudinal survey will be adminis-
tered in three waves to a random sam-
ple of community members, in both
program and comparison communi-
ties. It includes questions on economic
activity and employment, household
composition, health, time use, com-
munity participation, and social net-
works. The social network questions
in the community survey are similar
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to those in participant follow-up sur-
veys in that they assess network size,
homogeneity, and density.

Mechanisms by which CEIP
Might Influence Social Capital

CEIP may influence the social capital
of both the participants enrolled in
the program and of the members

of participating communities where
projects are being approved and con-
ducted. The mechanisms by which
CEIP can influence social capital
development of both participants
and the wider community members
are explored below.

First, CEIP has the capacity to affect
social capital in communities by
bringing individuals together who
might not otherwise meet. Individuals
include members of the volunteer
community boards, individuals from
sponsoring organizations and mem-
bers of the community at large. Social
networks can evolve through both the
process of communities mobilizing
their resources to participate in CEIP
and from the actual output of the
projects they develop. The process of
engaging the community, of electing
community boards, their setting prior-
ities and working to approve projects,
allows social capital to accumulate
among members of the boards and
sponsoring organizations. The delivery
of new products, or the enhancement
of existing products in the commu-
nity, once projects are approved and
active, has the potential to bring
diverse groups of people together.

Second, CEIP enhances the potential
for participants to improve social capi-
tal throughout their participation in
the project. CEIP guarantees income
to participants for three years and this
income stabilization should mean

individuals are more reliable in meet-
ing the maintenance cost of their
relations. Glaeser (2001) notes that
individuals with a high probability

of mobility are least likely to invest

in social capital. CEIP provides indi-
viduals with an opportunity to settle
for three years, thus keeping partici-
pants in their communities. Glaeser
(2001: 3) also notes “that individuals
in occupations that are more social
will invest more strongly in social cap-
ital.” In many instances, CEIP projects

Putnam (2000) refers to bonding
social capital as that which is exclu-
sive. Putman maintains that such

a form of social capital reinforces
exclusive identities and homogenous
groups. CEIP occurs in specific com-
munities throughout the CBRM and
may reinforce bonds among members
in each community. Many participants
are in work placements within their
home communities and may develop
such bonding social capital with other
participants, members of sponsoring

CEIP may influence the social capital of both the participants
enrolled in the program and of the members of participating

communities where projects are being approved and conducted.

are in the social economy or at least
their outputs are socially oriented,
motivated for the betterment of the
wider community.

Although the succession of work
placements in community-based

jobs is the primary mechanism for
altering social capital of participants,
it is not achieved solely by providing
opportunities for contact with other
participants. Work placements should
enhance the networks of participants
by bringing them into contact with

a broad range of people — those
directly involved in CEIP (other par-
ticipants, project sponsors, training
organizations), and also members of
the community at large — through the
output of the projects themselves. This
could involve individual members of
the community who use the service
and products of the projects, or other
organizations involved in the process.

More specifically, CEIP has the poten-
tial to enhance the bonding, bridging,
and linking social capital of partici-
pants and community members.

organizations, and members of the
community who use the output of the
projects. Furthermore, most projects
that are approved by each community
board draw on resources and function
largely within the boundaries of their
own community. Members of each
community — those involved with the
volunteer board, in sponsoring organi-
zations, or those using the output of
projects that bring individuals together
— have the opportunity to enhance
bonding social capital as well.

However, CEIP also has the potential
to enhance bridging or inclusive social
capital, which Putman (2000: 22)
acknowledges “are better for linkage to
external assets and for information dif-
fusion.” Granovetter (1973) has noted
weak ties that link individuals to more
distant contacts can be of more value
than strong ties. Although participants
were randomly selected from commu-
nities throughout the CBRM, there

are only five participating CEIP com-
munities that develop projects and
receive CEIP workers. As a result, many
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participants are placed in communities
throughout industrial Cape Breton,
outside of their hometown, giving
them the opportunity to increase
more distant contacts and enhance
bridging social capital.

Finally, linking social capital refers

“to relations between different social
strata in a hierarchy where power,
social status, and wealth are accessed
by different groups” (Coté, 2001: 3).
Participants may develop linking
social capital by meeting individuals,
potentially project sponsors, who
possess extensive social networks.
Before receiving CEIP participant
workers, project sponsors are required
to demonstrate to community boards
that they have adequate resources,
both financial and otherwise, for a
successful project. In many cases, it

is prominent members of the commu-
nities and those with greater access to
community resources and existing net-
works, who come forward to sponsor
projects. This gives participants the
opportunity to expand their networks
and gain access to resources previously
unavailable, beyond what they would
have been in a position to develop
without CEIP.

Early Results

Initial surveys with CEIP study partici-
pants and the first wave of community
surveys provide a baseline measure of
social networks for study participants
and the members of CEIP and compar-
ison communities in the CBRM. How-
ever, to assess the effect of CEIP on
network formation and social capital
as well as its associated outcomes, data
from additional follow-up surveys are
required. The 18-month follow-up
survey with study participants will not
be in the field until early 2004 while

the follow-up wave of the community

survey is due to be completed by June

of next year. As a result, the first report
of effects of CEIP on social capital and

network formation can be expected in
early-to-mid 2005.

Although results from the first CEIP
participant impact and community
effects studies are more than a year
away, preliminary data on approved
CEIP projects and work placements
may suggest possible effects on the
social network formation of partici-
pants. For example, it is reasonable

to expect that participants who expe-
rience a greater number and range

of work assignments will have more
opportunities for enhancing networks
than those who work exclusively in
one job for the duration of their CEIP
eligibility. At the same time, too many
jobs could be a limitation, as stability
is also important in establishing new
relationships. Early data suggest that
many CEIP participants appear to have
achieved a degree of balance between
varied opportunities and stability of
employment. Almost two thirds of
participants (64 percent) have worked
in more than one position during
their eligibility. About a quarter

(26 percent) have had two positions,
while a similar proportion has held
three or four jobs (28 percent). Less
than 10 percent have worked in five
or more jobs during their eligibility.

There also appears to be a wide range
of projects and work placements that
are being generated by communities.
They are not all concentrated in the
service of one community group or
sector nor do they generate a limited
number of occupational opportunities
for participants. For example, projects
cover a range of community sectors

with no more than 15 percent of all
projects in one category, including
various community services, environ-
mental, sports and recreation, church
and charities, seniors, youth, and serv-
ices for those with disabilities. Occu-
pations generated from these projects
include service occupations, finance
and administration, education, trades
and operators, natural and applied
sciences, and management positions.
Having a wider range of projects and
work placements may enhance social
capital, not only for CEIP participants,
but also for those who develop, imple-
ment, and use the output of these
projects within participating commu-
nities. Future reports from the SRDC
will demonstrate whether social
capital does in fact develop, through
enhanced social networks, and what
implications this has for CEIP partici-
pants and participating communities.
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What can a social capital perspective tell us about community and regional
development in Canada? This question underlies the Resilient Communities
Project (RCP) in British Columbia. The RCP is funded by a Social Sciences and
Humanities Research Council of Canada (SSHRC) Strategic Research Grant and is
being carried out by the research team of Ralph Matthews (Principal Investigator),
Brian Elliott, Terre Satterfield, and Gerry Veenstra (all of the University of British
Columbia) in collaboration with the Coastal Communities Network (CCN) of

British Columbia.

oastal British Columbia is, in

many respects, a world of hurt.

With the exception of the
growing urban areas of Vancouver,
Victoria, and Nanaimo (excluded from
this study because their situations dif-
fer from the rest of the coast), coastal
BC consists primarily of small towns,
villages, and First Nation communities
and reserves. These are mostly dotted
around Vancouver Island and other
islands, or are sandwiched between
the mountains and the ocean on a
rugged mainland that stretches to
Alaska. Many are inaccessible by road.
The traditional bases of livelihood
from fishing, logging, and mining
have declined drastically. Salmon
stocks are subject to strict quota limits;
markets for lumber have been affected
by trade disputes with the United
States and an ongoing crisis in Asian
markets; mines have closed and not
been replaced. Aquaculture provides
some employment but is subject to
considerable resistance due to concern
about its environmental impact. A
moratorium on oil and gas exploration
means that significant economic
growth in this sphere is not in sight.

The result has been massive out-
migration. In just five years, 1996-
2001, the once relatively prosperous
north end of Vancouver Island lost
nearly 17 percent of its population.
Prince Rupert, the northern anchor
on the coast, lost nearly a quarter of

its population in the same short
period. Hardest hit have been the
First Nation peoples who live both on
reserves near larger communities, and
also in some of the most inaccessible
communities along the coast. Not
only are they affected by the same
global economic forces that have hit
non-Aboriginal communities, but
plans to buy back fisheries licences
and thus reduce overfishing have led
many First Nation members to give
up their boats and licences. As a result,
many Native communities have lost
most of their access to the salmon
resource that formed the mainstay

of their traditional culture and way

of life. Today, many Aboriginal youths
leave their home communities in
search of an uncertain future.

To the best of our knowledge, this is
the first study of the formation and
role of social capital in what can be
described as ethnically and culturally
divided communities. Given the sig-
nificance placed in the social capital
literature on what is termed bridging
and bonding social capital relations,
one of our goals in the Resilient
Communities Project (RCP) is to
examine the extent to which social
capital relations in coastal BC commu-
nities bridge the ethnic divide between
settlers and First Nations, as well as to
examine the effects that ethnic divi-
sions and bridges have on both social
and economic development.
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Phases of the Project

The RCP is being carried out in three
phases. In Phase I, with the assistance
of BC Statistics, we have collected data
on most social and economic indica-
tors available for each community. In
this process, we have identified (out-
side the three metropolitan areas)

131 separate coastal communities with
a population of over 50 persons. These
include 75 First Nation reserves and
28 incorporated municipalities. These
data have been entered in SPSS accessi-
ble format and permit statistical analy-
sis of the major social and economic
trends in coastal BC as a separate
region. For example, using these data,
we have identified distinct temporal
periods of growth and decline on the
coast, as well as somewhat distinct
patterns of development in four socio-
economic regions. In addition, these
data provide the baseline against
which we can examine future trends.

However, though we have developed
three composite measures of commu-
nity economic well-being (i.e., com-
munity financial status, income
sources, and income inequality), we
have been unsuccessful in finding
significant correlations between these
and social indicators. One interpreta-
tion would be that no correlation
between economic and social activity
exists, despite the extensive social capi-
tal literature that suggests otherwise.
Another interpretation (and obviously
one that we favour) is that the meas-
ures of social activity collected by
various agencies do not adequately
capture the dynamic processes of
social capital formation, and it is

this social capital that provides the
explanatory link between social and
economic development.

Phase II of our research deals directly
with social capital. In this phase, we
developed a questionnaire that has
been sent to over 4,800 households
in 22 communities (see our Web site
for a list). These communities were
selected using a stratified random sam-
ple aimed at ensuring representation
from communities on both the north
and south coast, and from those with
a strong resource dependency as well
as those with a more mixed economy.
Thus, the sample communities reflect

variables. The following section
describes in detail the conceptual
and measurement issues involved.

Using mailed questionnaires in First
Nation communities raises particular
challenges as previous studies have
indicated that response rates from

First Nation communities are generally
low. To determine whether this was
true for our research area, we mailed
our questionnaire to a sample in one
reserve community and received about

The measures of social activity collected by various agencies do not

adequately capture the dynamic process of social capital formation,

and it is this social capital that provides the explanatory link

between social and economic development.

all areas of the coast and the patterns
of economic activity within them.
This questionnaire phase is nearing
completion. Up to five mailings per
respondent, together with the possi-
bility of winning prizes of $50, $150,
and $250 in each community just for
returning a completed questionnaire,
has produced a response rate of

59 percent.

In the questionnaire, we inquired
extensively about the complex array
of full- and part-time employment
activities that constitute the work life
of many rural people, and which form
the economic base of rural communi-
ties. This questionnaire also incorpo-
rated many of the measures used in
other social capital studies including
indicators of social networks, trust,
and community satisfaction. In addi-
tion, we asked about the respondents
physical and mental health, and
health service utilization, as well as
an array of demographic and income

’

a 35 percent return. In consequence,
with one First Nation, we negotiated
permission to administer our question-
naire “verbally” on a house by house
basis. When we do so, we will be
accompanied by a band member who
will assist in seeking the cooperation
of the respondents. If this approach
proves successful, we will seek the per-
mission of other First Nations to use
the procedure in their communities.

Phase III is just now being finalized
and will involve intensive interviews
in at least six communities that
formed the sample in Phase II.
Whereas the data collected in Phase II
provide us with information about
what might be termed the structure

of social capital formation in each com-
munity, the questions asked in the
interview are designed to provide
information on the dynamics of

social capital utilization. For example,
whereas the questionnaire data can
establish whether or not a represen-
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tative sample of respondents in a
particular community have strong
bonding and bridging social network
ties (a key issue in social capital
research), the questions asked in

the interview will probe how those
interviewed actually use their network
ties and for what long- and short-term
purposes. Throughout, our focus is

on how such activities may advance
economic well-being — both individ-
ually and for the community at

large. Finally, as part of our Phase III
research, we also intend to undertake
key informant interviews with the
economic, social, and political leaders
of each of these six communities.

Conceptualizing and
Measuring Social Capital

Social capital analysis has attained its
recent popularity primarily as a result
of the work of Robert Putnam (1993)
who identified a relatively small num-
ber of social variables (e.g., density

of civic participation, newspaper
readership, voting) that appear to

be associated with regional economic
development in Italy. His overall con-
clusion was that civic involvement
leads to the development of social net-
works that facilitate interpersonal trust
and ultimately economic cooperation
and growth. For Putnam, civic engage-
ment and participation, trust, and
norms of reciprocity, constitute the
basis of social capital. Though similar
to Putnam’s, our approach is actually
grounded on the earlier analysis of
Granovetter (1985) who sees economic
relations as embedded in a nexus of
social activities. We, likewise, see social
capital as the product both of the way
economic relations are embedded in
social structure, and also of the way
that people themselves are embedded

in the nexus of social relations that
constitute their society. We believe
this perspective is consistent with
Coleman’s (1994) argument that social
capital is defined by its social function,
but remains a capital asset of individu-
als. If so, this formulation avoids the
oft discussed, but unproductive, debate
about whether social capital is under-
stood through individuals or resides

at some supra-individual level. As we
interpret it, social capital is created
through the resources and actions

of individuals, but its strength is
manifested in its collective social

and economic outcomes.

That said, the measurement task for

a social capital researcher must con-
centrate on ways of identifying and
measuring both the extent of social
network involvement, and the
strength and types of interpersonal
trust. In the RCP, we have incorpo-
rated many measures of informal

and formal network associations by
asking respondents about a wide range
of their social activities and whether
these occur within or outside their
home communities, or in both loca-
tions. One of our most useful network
measurement tools is an adaptation of
the Position Generator. Developed by
Lin and his colleagues (cf. Lin, 2001;
Lin et al, 2001), the Position Generator
asks respondents to identify whether
they know people in a range of social
positions (e.g., a teacher) within their
immediate community. Knowing
such persons is assumed to place

the respondent in a favourable
position to access the economic

and social resources inherent in

these various positions.

In the RCP, we have adapted the
Position Generator to include posi-

tions that are generally found in rural
BC coastal communities, and that
represent different levels on a social
class hierarchy (e.g., mayor, fisherman,
health worker, logger). We have also
asked respondents to indicate whether
persons they know in such positions
are acquaintances, close friends, or
relatives, and whether these persons
live inside or outside their home com-
munity. In sum, for well over 2,000
respondents in 22 coastal communi-
ties in British Columbia, we have
strong measures of their network
density, and of their bonding and
bridging activities — both within and
outside their home communities.

As but one example of the strength

of these data, we used early responses
to test a theory by Burt (2001) that
those who occupy “structural holes”
between social networks are in the
strongest position to benefit from
network ties. Our data indicate that
involvement in multiple networks

or placement between different net-
works does not appear as important

as being involved in networks that
span external and internal community
relationships. In contrast, even strong
involvement in relationships that are
only within communities is limiting,
perhaps because there are relatively
few resource-rich positions in such
communities. Put another way, a com-
munity that has a dense internal social
network structure in which many of
its members are also linked to outside
activities and groups, is in a poten-
tially strong social network position.

If such networks are, indeed, instru-
mental to economic development as
Putnam and others contend, then
such a community is also well placed
to benefit from new economic oppor-
tunities than may arise.
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Yet, social network contacts by them-
selves, without trust, may be of little
value. As Putnam (1993: 170) noted:
“Trust is an essential component of
social capital.” Trust is about vulnera-
bility, and is a consequence of risk. If
one never needed to risk, one would
also never need to trust. Yet in modern
society we must accept on trust a wide
range of persons we interact with and
depend on, both socially and econom-
ically. When one enters social relations

trustworthy as others. In addition, we
examine positional trust and institu-
tional trust through questions focused
on key positions, such as community
leaders, service providers, business
leaders within the community, and
the politicians who serve it.

The inclusion of trust into the social
capital framework transforms the
approach by incorporating an impor-
tant social psychological dimension.

Our data indicate that involvement in multiple networks or

placement between different networks does not appear as important

as being involved in networks that span external and internal

community relationships.

or economic ones, one risks being
vulnerable, and trust becomes essen-
tial. One solution to this problem is
to develop contracts. However, at a
community or regional level, few
development initiatives would begin,
much less succeed, if contracts were
the prerequisite to action. Indeed,
even at an economic organization
level, there is evidence of the power
of trust over contract in achieving
economic goals (cf. Miller, 2001).
Hence, if communities and regions
are to develop social networks that
lead to effective economic develop-
ment strategies, relationships of
cooperation and trust are essential.

In the RCP questionnaire, we probe
for information on several types and
relations of trust. We measure levels
of generalized trust and mistrust. We
also have questions probing general
levels of trust in residents of the com-
munity, and in youth. Conversely, we
ask respondents to indicate whether
there are groups within the commu-
nity that they perceive to be not as

Thus, its inclusion within a social
capital framework opens the way

for a consideration of other social
psychological attributes that appear
intimately related to social capital
formation, at least at a community
and regional level. One of the most
significant of these is place identity.

It is anticipated that communities

are stronger when their residents
identify with them and express com-
mitment to them (cf. Matthews, 1993:
88-91). Thus, we inquire into the level
of place identification and commit-
ment as attributes of the social capital
of a community.

Finally, within the Phase II question-
naire, we incorporate questions related
to our perspectives on both history
and culture. Though Bourdieu (2000)
emphasized the importance of social
time and the significance of cultural
capital, we see his analysis as primarily
about the way in which dominant
elites use their cultural advantages to
maintain and enhance their positions.
In contrast, many of the communities

in coastal BC have a different type of
cultural capital, built up through their
history and common experience
together. This is particularly true of
First Nation communities, whose
members have a sense of themselves as
“a people in this place” for over 8,000
years, and who attribute their survival
in the face of both natural and
human adversity to their cultural

as well as environmental resources.
Consequently, we inquire into the
way in which social memory and
cultural identity are related to social
capital formation and may affect the
economic development strategies in
these communities.

We are nearing completion of Phase II
(i.e., the questionnaire phase) of our
study. Hence, our focus in this article
has been on the conceptual and
methodological dimensions of that
part of our research. We believe our
analysis of the data collected through
those questionnaires will allow us

to examine, in numerous ways, the
dynamics of social capital develop-
ment in coastal BC communities.
Furthermore, we anticipate that the
questionnaire data, when used in
conjunction with the economic
indicators and scales that we devel-
oped out of our Phase I background
data, will enable us to make important
links between social capital formation
and patterns of economic develop-
ment in this region.

However, before concluding this sec-
tion, it is important to emphasize

that our Phase III interviews that are
about to begin, will also contribute
enormously to the goals of our project.
Mailed questionnaires permit respon-
dents to identify easily their network
social ties. However, it is difficult in
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a fixed choice format for them to
explain cogently what those ties
mean to them, and how they actually
(or potentially) use them in ways that
may contribute to their own well-
being and to the potential economic
development of their communities.
Interviews provide an important vehi-
cle for getting at this contextual infor-
mation. Thus, our Phase III interviews
will put interpretative flesh and sym-
bolic meaning on the bare bones of
our questionnaire findings. In antici-
pation of this stage of the research, we
asked those who returned completed
questionnaires to indicate whether
they were also willing to talk with us
further about their community. The
majority did so, and our interviews
will be with those who have already
returned completed questionnaires
and will permit us to obtain contex-
tual background to their questionnaire
responses. In addition, our targeted
interviews with community leaders,
particularly with business and eco-
nomic leaders, will further flesh out
whether the social capital aspects of
life in these communities is of rele-
vance to their ability to access new
development opportunities. Finally,
these interviews will enable us to

gain insight into the way in which
local communities and their leaders
respond to, and attempt to meet, the
challenges of a knowledge economy
and a globalized world.

Closing Comments

Social capital and its relevance to
public policy formation has become
a matter of considerable study and
debate in many western industrial
nations. However, some uncertainty
still surrounds the mechanisms
involved in social capital formation,

development.

The multi-year project is:

for future development policy.

The Resilient Communities Project

At its core, the Resilient Communities Project is examining whether
community social capital can serve as a buffer against economic
downturn and/or as the basis for renewed community economic

e documenting and studying the social and economic changes that
are taking place in coastal British Columbia;

¢ examining how changing resource development strategies and
practices are affecting coastal community life;

e determining the extent of social capital in coastal BC communities;

¢ assessing the potential relationship between social capital and
community economic development; and

¢ investigating the extent to which a social capital perspective can
usefully explain the existing situation and provide a framework

the dynamics of the relationship
between social capital and economic
development, and even the most
appropriate indicators involved in
measuring social capital.

To give one example, the definition
of social capital adopted by both the
OECD and the United Kingdom is,
“Networks together with shared
norms, values and understandings
that facilitate cooperation within or
among groups.”? Such a definition
places the primary focus on cultural
and normative aspects of social rela-
tions, rather than more dynamic
processes of interaction and behaviour
within social networks that are central
to much of the literature on which
the Resilient Communities Project is
based. Moreover, while it is important
that members of any society have
some core values in common, such a

definition seems more appropriate to
a focus on social cohesion rather than
an analysis of the role of social capital.
In particular, an emphasis on such
normative aspects seems at odds

with the acceptance of multi-cultural
differences that lies at the heart of
Canadian public policy.

If social capital analysis is to become

a useful public policy tool, it is neces-
sary to understand not only what it

is and how it works, but also the link
between social capital and other forms
of capital, most notably human capital
and economic capital. While some
understanding of this is possible
through macro-level national studies,
the dynamics of how social capital
works and how it relates to other
forms of capital are likely more fully
understood through micro-level stud-
ies of communities and regions. It is
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our hope that the Resilient Communi-
ties Project will make a significant
contribution to our understanding

of these dynamic processes.

Notes

1 Iwould like to thank Nathan Young for
helpful comments on an earlier draft of
this essay.

2 See <www.statistics.gov.uk/socialcapital>.
Accessed October 16, 2003.
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Social Capital and
Blood Donation

Ralph Matthews,

University of British Columbia

ost public appeals for blood donors are directed at individuals — “It’s in

you to give!” Such strategies are based on notions that the decision to

donate blood is primarily a personal decision, based on individual altru-
ism. The problem is that, despite such appeals, only three percent of the Canadian
population now donate, and the rate is falling. Moreover, the modal blood donor
is a middle-aged Caucasian male, a profile not consistent with the growing ethnic
diversity of the population.

Beyond public opinion surveys, little research has been done on why people do
not donate blood. Yet there is strong evidence that something social lies behind
blood donation. For example, blood donation rates differ by community, age,
ethnicity, income, occupation, and gender. Given such social differences, it
becomes relevant to ask whether social capital may also be an important factor
in the decision to donate blood. If that were the case, then it would make sense
to target blood donor appeals to those communities and groups with high levels
of social capital, that is, where individual decisions to donate blood may be influ-
enced by network ties and group commitment and belonging.

A research team of Ralph Matthews (Principal Investigator), André Smith, Jay
Fiddler, and Laura Hurd Clarke from the University of British Columbia, has
recently received funding from the Bayer — Canadian Blood Services — Héma-
Quebec — Canadian Institutes for Health Research Partnership Fund to undertake
a two-year study of the relationship between blood donation and social capital
in four British Columbia communities. Working closely with Canadian Blood
Services, it will examine the effects of different recruitment strategies across
different populations where varying levels of social capital and trust are present.

o __________________________________________________________________________________________________________________________|

PoLicy RESEARCH INITIATIVE

HORIZONS VoLUME 6 NUMBER 3



FEATURE ARTICLE

Can Public
Policy Address
Social Capital?

Solange van Kemenade,
Sylvain Paradis,

Eric Jenkins!

Health Canada

The authors are with

the Policy Research Division,
Strategic Policy Directorate
at Health Canada.

Solange van Kemenade

is a Policy Research Officer,
Sylvain Paradis

is Director, and

Eric Jenkins

is a Senior Policy Analyst.

Having examined ways of measuring and defining social capital, the Policy
Research Division at Health Canada now turns to the role of government in
developing social capital policies. The following article summarizes research

conducted on this subject.

To Act, or Not to Act

he following questions arise

in any examination of the role

of public policy in social capi-
tal: Can social capital be generated
or strengthened? Should government
intervene, or is social capital an inher-
ent element of society that cannot be
influenced by government? Does pub-
lic policy have a role to play? What
should that role be?

The definition of social capital prima-
rily involves social networks, civic
engagement, and confidence. All these
elements are inherent in society and
in social relationships. Consequently,
the debate on government involve-
ment in developing policies to gener-
ate and/or strengthen social capital
relates back to the debate on the
relationship between society and
government. This debate is not new,
and it highlights the delicate balance
between growing social demands and
limits on the government’s ability

to act. It also underlines the tension
between the need for social initiatives
to be independent and their need for
funding. Last, it brings out certain
risks that would ensue from govern-
ment intervention.

Government intervention in social
capital poses significant challenges.

It is hard to imagine what the govern-
ment could do to develop or improve
a community’s social capital. How

do you get people to work together
or increase their community involve-
ment? How do you increase people’s

confidence level when that confidence
may be a component of social capital
with deep cultural roots (Fukuyama,
1995)? Moreover, government inter-
vention has even destroyed a commu-
nity’s social capital, as in the case of
some urban renewal projects (Sirianni
and Friedland, 1995).

From a historical perspective, the rela-
tionship between government and
society is the subject of debate. Some
think that the growth of the welfare
state has crowded out societal associa-
tions to a certain extent, while others
believe that the associative sector owes
its growth to the development of the
welfare state (Worms, 2001). In France,
for example, government seems to
have contributed to the expansion

of the associative sector in three ways:
by recognizing and assisting in the
organization of new collective interests
and social rights, by passing new laws
and regulations that encourage civic
engagement, and by transferring to
associations some of the responsibili-
ties it once assumed (Worms, 2001).

Bélanger et al. (2000) point out that
the involvement of public agencies
(and private organizations) in social
networks has sometimes proven
counter-productive. The studies they
consulted indicated that decreased gov-
ernment support can help to free up
inactive reserves of social capital within
volunteer or not-for-profit groups.

However, Sirianni and Friedland
(1995) state that government interven-
tion seems to strengthen social capital

. 31
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provided that certain institutional
arrangements are respected, as in the
creation of incentives to encourage
greater citizen engagement.

In Canada, some government inter-
ventions (policy and program) encour-
age participation, civic engagement,
and social cohesion while respecting
the independence of civil society.
Interventions to reinforce community
strength, social networks, and civic
engagement include the Quebec
government’s support for the social
economy, and community programs
(including those funded by Health
Canada) that recognize and develop
the capacity of community organiza-
tions to manage services for families
with young children.

In summary, when we evaluate various
types of interventions it appears that
both views of the effectiveness of gov-
ernment intervention in areas tradi-
tionally handled by civil society are

at least partly correct. Government
intervention can have negative or
positive impacts, depending on the
circumstances and the era.

However, while researchers may cau-
tiously agree that social capital can be
generated and/or strengthened, there
is no agreement on the type of inter-
vention that should be encouraged.

Decision Makers Focus on
Social Capital

Over the past four years, international
organizations as well as governments
(in the North and South) have shown
new interest in social capital.2 Over
time, greater recognition has been
given to the importance of social
capital in developing social policies.
Why should we strengthen social
capital? The benefits of social capital

appear undeniable, whether in the
fields of business, economic and social
development, or health.

In terms of business, companies per-
form better when the people working
there have relationships based on con-
fidence. Solid relationships are a key
factor in an organization. Investments
in strong interpersonal relationships
pay off handsomely. (Prusak and
Cohen, 2001a,b).

Higher levels of social capital in some
countries or communities seem to
guarantee the success of development
projects supported by international
organizations.3

In the field of health, many studies
have highlighted the close relationship
between social networks and morbid-
ity and mortality rates (Kawachi et al.,
1997; Berkman and Syme, 1979;
House et al., 1982; Cohen and Syme,
1985). Some have concluded that the
mortality risk for people without social
support was two to three times higher
than for people who had better social
networks (House et al., 1982).

More recently, House et al.# noted that
the positive effects of social integration
and support counter the risks associ-
ated with tobacco, obesity, high blood
pressure and physical inactivity.

How Do We Invest in Social
Capital?

While social capital is recognized as

a key factor in a company’s perform-
ance, a country’s economic and social
development, or a community’s well-
being, the ways to promote social
capital are not as evident. Sirianni and
Friedland (1995) note that although
there are clear examples of how public
policy has destroyed social capital, it is
much less obvious how public policy
can be used to increase it.

In this same vein, Durston (1999,
2000) reminds us that the theorists
behind the concept of social capital
did not all believe that it could be
developed in communities that
lacked it.

However, research into production,
development, health, and the struggle
against poverty did succeed in deter-
mining practices whose positive and
negative effects could be measured.

In the anti-poverty field, international
development agencies have listed
examples of external interventions
that generated a sense of community
spirit conducive to social capital
(Durston, 1999). Certain programs
promote opportunities to develop
new group strategies.

Furthermore, social networks have
frequently been used in developing
countries as part of interventions to
develop disadvantaged areas or rural
communities (Favreau et al., 2001).
Organizing new networks or making
use of existing networks has been
proven as a strategy for preventing
such social problems as violence,
alcoholism, drugs, etc. Also, networks
that take the form of community
coalitions or other collaborative
organizations are also very common
in the history of community develop-
ment in North America.

There is almost no literature on gov-
ernment intervention to strengthen
social capital in the field of health.
However, some research has focused
on the comparative influence of bio-
medical and social factors on health
(Lomas, 1997). Social interventions
are considered very effective since the
development of social networks has a
preventive effect, thereby helping to
avoid curative intervention.
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Are There Any Best Practices?

In the two examples that follow,
government develops some of the
components of social capital directly
or indirectly.

The first form of intervention con-
cerns Quebec’s policy of public sup-
port for the social economy. In recent
years, structural unemployment has
resulted in a process of exclusion in
industrialized countries and stimulated
the search for alternative forms of
insertion. They include a new genera-
tion of social economy initiatives that
have emerged since the early 1990s.

The social economy targets the cre-
ation, reconstruction, or maintenance
of social relationships as a means for
civil society to combat poverty among
various social groups. In the context of
isolated regions or local development,
these initiatives complement existing
economic activities, and the relation-
ships they encourage promote better
social cohesion within communities
(Saucier and Thivierge, 2002; Saucier
et al., 2002).

The Quebec government made the
social economy a priority by support-
ing the creation of the Chantier de
I'économie sociale and allocating
special budgetary envelopes follow-
ing requests from women’s groups.
Since 1998, the government has
supported social economy initiatives
through social economy funds man-
aged locally.

In the case of Quebec, interventions
to support the social economy take
the form of recognizing and organiz-
ing new interests (responding to new
needs),5 and providing a new structure
for existing and new initiatives. This
type of intervention works on sociabil-

ity and networks, promotes access to
resources, and democratizes decision
making by supporting initiatives that
share these values.

The second type of intervention
involves health. Community programs
targeting early childhood in particular
illustrate the type of intervention that
seeks to promote access to resources,
social support, and the development
of community networks.6

National, regional, and local evalua-
tions highlight the benefits for chil-
dren, families, and communities
where three community programs
are offered. In terms of social capital,
these programs seem to support civic
engagement, stronger networks, and
social cohesion. First and foremost,
they provide opportunities for volun-
teerism.” Second, they strengthen
social networks at various levels. Rela-
tionships between parents, families,
and children are reinforced; commu-
nity organizations establish partner-
ships with similar organizations in
their area (local community service
centres, school boards, child-care serv-
ices, schools, etc.); and relationships
between various levels of government
are strengthened. In some cases, new
programs grow out of partnerships
between community organizations.

Government supports the community
or associative sector by recognizing the
emergence and organization of new
social interests, passing new legisla-
tion, and transferring management
responsibilities. In doing so, it lays the
foundation for new forms of social
cohesion created by civil society rather
than government.

Through such initiatives, new social
systems are eventually established that
can create alternative economic and

social models. But how do we move

from a successful initiative to a

broader intervention aimed at devel-

oping social capital? This type of shift

is accomplished by:

e setting up programs that are part of
a broader community approach;

¢ establishing legal provisions that
support the emergence or consoli-
dation of associations;

¢ adopting measures to encourage
citizens to volunteer;

¢ adopting measures to encourage
the social economy sector and
other social innovations that appeal
to such values as solidarity, social
responsibility, the sensible use of
local resources, and public mobiliza-
tion (fair trade, responsible tourism,
solidarity financing);

e supporting approaches that favour
local development; and

e institutionalizing associative or
community sector initiatives.

To Conclude

After examining certain interventions
that help to strengthen social capital
and the risks and benefits of these
interventions, it seems that we should
not frame the initial question in terms
of opposites — “intervention” versus
“non-intervention.” Instead, the
problem, if there is one, lies in know-
ing where and how to intervene.

The challenge is to decide whether

to make social capital a new type of
non-economic public policy instru-
ment or a low-investment economic
tool (Landry et al., 2001). Whatever
the case, social capital should not

be a substitute for public policy and
government programs.
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Notes

All Web sites given in this article were
accessed September 23, 2003.

1 This is an abbreviated version of a
longer article the authors wrote on
the same subject. Two earlier reports
describe the connections between
social capital and health. They are avail-
able on the Health Canada Web site
<http://www.hc-sc.gc.ca/iacb-dgiac/
arad-draa (see Working Paper Series).>

2 These international organizations
include the Organization for Economic
Co-operation and Development (OECD),
the World Bank, the Social Capital Initia-
tive (SCU) of the University of Michigan
and the Inter-American Initiative on
Ethics, Social Capital and Development
of the Inter-American Development
Bank. The World Bank has conducted
surveys in Africa and Latin America and
has promoted regional and international
conferences and seminars.

3 The World Bank’s Web site on social
capital is at http://worldbank.org/
poverty/scapital.

4 As cited in Putnam (2000).

5 New needs arise because of changing
demographics and social and political
changes. For example, the aging popula-
tion has put greater emphasis on setting
up home-care services for senior citizens.
The public sector partially funds these
services, which are primarily part of the
social economy.

6 Health Canada funds various programs,
including three major community pro-
grams: the Community Action Program
for Children (CAPC) as of 1992, the
Aboriginal Head Start program as of
1995, and the Canada Prenatal Nutrition
Program as of 1994.

7 For example, 7,600 volunteers partici-
pated in CAPC, offering 159,000 hours
over two years.
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The structure of the world economy has been fundamentally transformed over
the last several decades. Rapid technological change, the liberalization of com-
merce under multilateral, regional, and bilateral trade agreements, and the accom-
panying intensification of international competition have resulted in the growing
internationalization of business activity. Production, marketing, and financial sys-
tems have become increasingly linked on a global basis, and national economies
have become more integrated. These developments have resulted in a dramatic
growth in the international flows of goods, services, people, and capital. In most
Organization for Economic Cooperation and Development (OECD) countries,
international trade, portfolio capital flows, and foreign direct investment (FDI)
have all increased at a considerably faster pace than gross domestic product (GDP)
over the past 20 years.

Canada has been a full participant in, and beneficiary of, these developments, due
in large part to its strengthening economic linkages with other North American
economies. Trade and investment between Canada and the United States have
grown rapidly, and important structural changes have occurred as Canadian firms
have positioned themselves to exploit new economic opportunities. This article
examines these developments, reviews evidence on the impact of stronger North
American economic linkages, and considers the challenges that increasing North
American economic integration pose for Canada over the medium term.

anada has long been one of the

most outward-oriented of the

major industrial economies.
International trade and investment
have helped Canadians overcome the
limitations of a relatively small econ-
omy. A high degree of openness in
the economy has made it possible for
firms to engage in greater specializa-
tion. It has also provided access to
new ideas and innovative new tech-
nologies, helped stimulate the devel-
opment of new products and more
efficient processes, and offered con-
sumers a greater choice of products
at more competitive prices. As can
be seen in figures 1 and 2, there has
been a further and very marked
increase in Canada’s outward orien-
tation since 1990. Trade and inward
and outward stocks of FDI have
increased substantially as a ratio
of GDP over the past decade.

A main factor underlying Canada’s
increased outward orientation has
been the strengthening of commercial
ties with the United States and
Mexico. The implementation of the
Canada-US Free Trade Agreement
(FTA) in 1989 and the North American
Free Trade Agreement (NAFTA) five
years later paved the way for strong
growth in North American trade.
Trade between Canada and the United
States now amounts to over $600 bil-
lion a year, or over $1.3 million per
minute. Canada-US trade has more
than doubled since 1990, growing
much more rapidly than supporters
of the free trade agreements had pre-
dicted. The US market, traditionally
the major destination for Canadian
exports, has grown further in impor-
tance. In 2002, over 80 percent of
Canadian exports of goods and serv-
ices were destined for the United
States, 10 percentage points more
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FIGURE 1
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than in 1990. The portion of Cana-
dian imports of goods and services
coming from the United States has
also increased over this period,
edging up to the current share of
over 70 percent.

The growth in Canada-US trade has
been pervasive, affecting virtually all
Canadian provinces and industries.
As Figure 3 illustrates, the US market
is relatively more important to produc-
ers in some provinces (most notably,
Ontario) than others (Saskatchewan).
However, even in Saskatchewan, the
province with the least reliance on
the US market, the US share of exports
had increased to a substantial 62 per-
cent by 2000. Among manufacturing
industries, the US market is most
important for transportation equip-
ment and least important for food,
beverage and tobacco products, and
printing. Between 1993 and 1999,
however, the share of exports to the
United States in total shipments
increased in every industry except
the already heavily US-oriented trans-
portation equipment sector (Figure 4).

Although all Canadian industries are
increasingly orienting their activities
toward the overall North American
market, a small number of large firms
account for a major share of Canada’s
exports to the United States. In 2001,
the top five exporters accounted for
almost half, and the largest 2,000
firms accounted for over 80 percent
of Canada’s exports to the United
States. These results are, in part, a
reflection of the relatively high degree
of concentration within Canada’s
major export industries.
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As predicted by economic theory,
liberalization has resulted in a signifi-
cant increase in intra-industry trade.
Improved market access has encour-
aged firms to rationalize production
and become more specialized. Cana-
dian manufacturers now produce a
narrower range of products, but gen-
erally for the North American rather
than just the domestic market. In
addition, the trade surpluses Canada
generates in resource and resource-
based industries and motor vehicles
have increased. This reflects the
trend toward increased specialization
in areas of Canadian comparative
advantage, a development that is
again consistent with the predictions
of economic theory.

The US market is more important to
Canada than the Canadian market

is to the United States. Still, Canada

is the United States’ best customer,
accounting for about 20 percent of
American exports. The Canadian mar-
ket is a major focus for US producers
in a number of industries, including
autos, electrical and electronics, chem-
icals, and pharmaceuticals. The per-
centage of US imports from Canada is
also about 20 percent. Among Ameri-
cans, Canada’s most widely recognized
and appreciated role is probably that
of the United States’ main energy (oil,
natural gas, and electricity) supplier.

Along with the increase in trade, there
has been a large growth in two-way
FDI between Canada and the United
States. Between 1990 and 2002, FDI
stocks associated with US investment
in Canada and Canadian investment
in the United States more than tripled.
Total foreign investment in Canada
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has also been growing over this period,
however, and the US share of Canada’s
inward FDI stock has more or less
remained constant. At the same time,
Canadian firms have been diversifying
their outward investment, focusing
less on the United States and more on
opportunities in the European Union,
and developing Asian Pacific and Latin
American markets. As a result, the
United States’ share of Canada’s out-
ward FDI stock declined from 61 pet-
cent in 1990 to 47 percent in 2002.

Canadian trade with Mexico has been
growing rapidly from the small base
that existed prior to NAFTA. While
sales to Mexico still represent less than
one percent of Canada’s total exports,
purchases have grown to account for
close to four percent of Canadian
imports, almost double the 1990
share. Foreign direct investment
flows between the two countries

have also increased considerably

FIGURE 5

in the post-NAFTA period, although
the FDI stocks that have been built
up from new investment and the
reinvestment of earnings by foreign
enterprises are still relatively small.

Benefits of Increased
Canada-U.S. Economic
Linkages

Over a decade ago, proponents of free
trade argued that liberalization would
promote efficiency and foster the
productivity gains needed to achieve
higher living standards and bring
greater prosperity to Canadians. Pro-
ponents claimed that exposure to US
competition would encourage Cana-
dian firms to adopt more advanced
technologies and practices and that
improved access to the world’s richest
market would support capital spend-
ing, promote greater specialization in
production and lead to investment in
costly innovative projects that cannot
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be justified without assured access
to a large market. It was argued that
Canada would also benefit from the
increased knowledge inflows likely
to result from its stronger links to
the world’s most research-intensive
and innovative economy.

The evidence that has accumulated
since the implementation of the agree-
ments largely supports these claims.
Research shows that liberalization has
made a significant contribution to

a number of the important changes
that have occurred in the Canadian
economy over the past decade. It con-
tributed, for example, to the export
growth that was a major factor —
accounting for 80 percent of the
increase in shipments — underlying
the growth of Canada’s manufacturing
sector over the 1990s. While Canada’s
strong export performance was the
result of a number of developments —
including the strength of the US econ-
omy, and the real depreciation of the
Canadian dollar in the 1990s — the
trade agreements had an influence.
Significantly, the largest increase in
the share of shipments going to the
United States has been experienced

in those industries that were protected
the most prior to the FTA and

NAFTA: furniture and fixtures,
clothing, and textiles.

In addition, assorted evidence indi-
cates that Canadian firms are making
adjustments to respond to the oppor-
tunities resulting from liberalization.
Firms are rationalizing their production
and raising the skill content of their
exports to take advantage of market
opportunities. It has been found that
the industries that experienced the
greatest tariff and non-tariff reductions
under FTA and NAFTA also registered
the largest productivity gains (see
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Trefler, 1999; Acharya et al., 2003).
The FTA tariff cuts are estimated to
have raised labour productivity in

the most affected industries by 3.2 per-
cent per year over the 1989-95 period
(Sawchuk and Trefler, 2002). These
industries, however, also experienced
the greatest economic turbulence,

as suggested by data on the net exit

of firms.

Recent studies offer further documen-
tation of the benefits from inward
foreign investment. Foreign-controlled
firms tend to be more outward-
oriented and productive and, on
average, pay higher wages than
domestic firms. Research by Rao and
Tang (2002) showed that, after adjust-
ing for identifiable differences (size,
industry, capital stock, R&D, export
orientation, etc.), foreign-controlled
firms, on average, are 15 to 20 percent
more productive than domestically
controlled firms. Foreign firms are an
important source of competition as
well as a potentially significant source
of knowledge for domestic businesses.
Preliminary results from recent Indus-
try Canada research suggest that
domestically controlled firms, espe-
cially firms in the service sector, do
enjoy productivity gains that can be
attributed to knowledge spillovers
from foreign-controlled firms.

At the same time, the evidence does
not support the concerns of those
who feared that increasing economic
integration would limit the scope for
distinctive Canadian social policies.
Studies have found that Canada and
the United States are pursuing their
own responses to social pressures,
and there has been no tendency
toward policy convergence. Concerns
that economic integration would

promote a race to the bottom in
environmental standards have simi-
larly not materialized.

Challenges

While economic integration offers
opportunities, it also presents chal-
lenges. To maximize the benefits of
stronger North American economic
linkages, Canada needs to improve
its competitiveness and its ability to
attract capital and skilled workers.
This message is underscored by
recent developments.

however, neither strong US growth
nor a weak Canadian dollar provides
a basis for sustainable export growth.
Canadian firms must improve their
productivity performance if they

are to compete effectively against
foreign producers and contribute
over the longer term to growth and
job creation.

Second, Canada faces growing com-
petition in the US markets from
Mexico and China. Since 1990,
while Canada’s share of US imports

The FTA tariff cuts are estimated to have raised labour productivity
in the most affected industries by 3.2 percent per year over the

1989-95 period.

First, the evidence indicates that a
number of special factors contributed
to the dramatic increase in Canadian
exports over the 1990s. The most
important factor was the strength of
the US economy. This is demonstrated
in Figure 5, which shows that the
growth in Canada’s exports to the
United States tracked fairly closely
the growth in total US imports.
While the depreciation of the Cana-
dian dollar and the two free trade
agreements contributed to the export
expansion, they were not the main
drivers (Acharya et al. 2003). More-
over, in the manufacturing sector,
labour productivity in Canada
increased at only about half the pace
in the United States. The depreciation
of the Canadian currency along with
a slower growth in the hourly com-
pensation of workers enabled Cana-
dian manufacturers to overcome the
effects of slower productivity growth
and improve their cost competitive-
ness. As recent developments indicate,

remained relatively constant, Mexico’s
share nearly doubled. Mexico is mak-
ing strong inroads in high tech indus-
tries, such as computers and electronic
products, machinery, and motor vehi-
cles. It has, at the same time, become
a significant competitor for US direct
investment. China is also making big
gains in the US market. While the skill
content of their exports is still signifi-
cantly below that of Canadian prod-
ucts, Mexico and China are quickly
moving up the value-added chain.

Third, Canada’s share of inward North
American FDI has declined substan-
tially over the recent period. To some
extent, this reflects the considerable
appeal of the large US market to
foreign investors. With integration,
the United States is in a strong posi-
tion in competing to become the
North American base of operations
for overseas companies. Investment
trends, however, are not immutable.
The example of Ireland within the
EU indicates that small countries can
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introduce policies to attract FDI and
make it an important component of
growth strategy.

Looking Forward

The strengthening of economic
linkages between North American
economies has been beneficial to
Canada. It has contributed to an
improvement in the performance

of Canadian firms, and it has not,

as some feared, resulted in the harmo-
nization of Canada’s economic, social,
and cultural policies with those of

the United States. Increased integra-
tion has, at the same time, given rise
to new challenges and put the spot-
light on some weaknesses in Canada’s
economic performance. The most
significant weakness, and the main
factor hampering this country’s ability
to compete in an integrated North
American market, is Canada’s weak
productivity performance.

Although Canada’s productivity
growth over the 1990s was better than
it would have been in the absence of
the free trade agreements, it still com-
pared poorly to the performance of
the United States. As a result, the pro-
ductivity gap between Canada and
the United States widened. Research
at Industry Canada identified a
number of factors contributing to

this result, including Canada’s slower
rate of capital accumulation, its lower
spending on innovation and slower
adoption of information and commu-
nication technologies, the lower per-
centage of researchers and university

graduates in the Canadian labour
force, the greater importance of

small and medium-sized enterprises in
Canada; and the slower pace at which
Canada has been shifting resources
toward more dynamic knowledge-
based industries. These factors are
partly interrelated and act as reinforc-
ing impediments to greater innovation
and the achievement of stronger pro-
ductivity growth. The innovation
strategy of the Government of Canada
and associated public consultations
were helpful in sensitizing Canadians
to these problems and to the need for
a comprehensive longer-term action
plan to increase innovation and nar-
row the gap between Canadian and
US productivity levels.

In coming years, along with address-
ing the challenges on the produc-
tivity side, there will be a need to
ensure that Canada continues to
benefit from favourable terms of
access to the US market. The security
concerns that have arisen in the wake
of September 11, 2001 have made
cross-border transport more costly
and introduced new issues that must
be resolved to facilitate the movement
of goods and individuals between
Canada and the United States. In
future deliberations on how to contain
the costs of cross-border transactions,
consideration might be given to
possibilities for further strengthen-
ing Canada-US economic linkages.
Among the possible options are the
elimination of rules of origin, the
establishment of common external

tariffs, and the mutual recognition
by Canada and the United States of
each other’s regulatory procedures
and practices. The building of eco-
nomic linkages remains a work in
progress. There is much that Canada
can do both on its own and by work-
ing with the United States to build
on the important gains that have
already been achieved through
economic integration.
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Post-NAFTA trends toward economic liberalization have undeniably reinforced
North American economic integration. However, issues of multi-level governance
emerging from the regular interaction of businesses, citizens, and governments
have not been adequately addressed. And, borders still play a fundamental role
in shaping differences in legal systems, economic relationships, cultural identities,
and political and policy choices (Watson, 1998; Helliwell, 2000; Hoberg, 2002).

This paper examines the implications of North American economic integration for
the policy capacities of federal and provincial governments. It reviews some of the
challenges created by jurisdictional asymmetries between Canadian and American
federalism, along with the emergence of policy instruments for managing overlap-
ping jurisdictions in federal-provincial relations that may be adaptable to ongoing

negotiations with the United States and Mexico.

he flexibility of Canada’s fed-
I eral system provides a poten-

tially effective model for policy
coordination within North America
that respects national and regional dif-
ferences while permitting greater or
lesser degrees of policy harmonization
depending on the issues at stake. This
flexibility is reflected in the emergence
of a style of complementary federalism
in which federal and provincial gov-
ernments carry out related, but opera-
tionally independent functions that
recognize both areas of common and
discrete jurisdiction. These develop-
ments are neither uniform, nor a
guarantee against political conflicts.
However, they offer options that
enable both levels of government to
balance national and regional interests
in international negotiations.

Continental Integration:
Adapting to Regional
Specialization

The adaptation of Canada’s regional
economies to market-led integration
has led to the growing interaction
of economic policy decisions with
social, environmental, labour, and
immigration policies that cut across
traditional lines of federal and

provincial jurisdiction. At the same
time, growing north-south economic
integration contributes to the growing
specialization of provincial economies
— and with them, the emergence of
distinctive fiscal, microeconomic, and
social policy strategies that may com-
plement or conflict with those of the
federal government.

Several factors limit the ongoing
institutionalization of cross-border
economic relations in North America.
These include asymmetries of political
and economic power, risks of dimin-
ished capacity for policy responsive-
ness to distinctive national and
regional concerns, and the flexibility
provided by the national treatment
principle in allowing institutional
arrangements that generally respect
national differences and priorities
among NAFTA nations.

There appears to be growing recogni-
tion that the promotion of economic
growth and opportunity through
closer North American linkages is
compatible with preserving substantial
discretion in the social and economic
policy choices of Canadian govern-
ments (Rock, 2002; Axworthy, 2002;
Canada, 2002; Helliwell, 2002). How-
ever, this confidence, while reducing
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the intensity of political debate, does
not answer a traditional challenge

of Canadian economic policies: how
to accommodate the substantial differ-
ences in regional economies and
related government policies so people
across Canada can benefit economi-
cally and socially from trends toward
greater integration.

This problem has been conceptualized
in Courchene’s discussion of Ontario’s
evolution as a “region state” whose
economic policies are increasingly
focused on the need to enhance its
economic competitiveness within
North America. Several features of
economic regionalism as a defining
characteristic of Canada’s place in the
North American economy include:

e greater dependence on continental
rather than domestic patterns for
trade and investment, particularly
with contiguous American states;

¢ the emergence of distinctive
regional business cycles, compli-
cating the use of countercyclical
fiscal and monetary policies;

e integration of the production and
distribution facilities of key indus-
tries across national borders, con-
tributing to the development of
common technical and regulatory
standards;

¢ the growing integration of provin-
cial transportation, energy, and
telecommunications infrastructures
within north-south regional net-
works, sometimes at the expense
of east—-west networks;

e a more external orientation of fed-
eral and provincial policies govern-
ing mobile factors of production,
particularly taxes on corporate and
investment incomes, research and

innovation, and the attraction and
retention of skilled professionals,
managers, and technical specialists;
and

e a growing emphasis on regional
economic specialization and the
development of business or eco-
nomic clusters capable of gener-
ating locational competitive
advantages or “untraded interde-
pendencies” as a major factor in
industrial innovation and competi-
tiveness (Courchene, 1998, 2001).

Although later studies of continental
and regional economic integration
qualify these analyses (Helliwell, 2000,
2002), they still have significant impli-
cations for both federal and provincial
policy-makers.

Cross-border integration of produc-
tion networks, much of it based on
intrafirm trade, has made Canada’s
economy one of the world’s most
open and export dependent. The
international exports of all provinces
exceeded their interprovincial exports
between 1998 and 2001. Table 1 notes
that Ontario’s economic integration
within North America far outstrips
that of most other provinces.

Ontario and Quebec arguably qualify
as region states based on several crite-
ria. Their transportation systems,
economic structures, and policies

are increasingly oriented toward
increased integration and competi-
tiveness within North American mar-
kets rather than toward endogenous
growth or regional competitiveness

TABLE 1

Comparing Integration, Economic Openness by Province

1998-2001

International Exports
of Goods & Services

Goods Exports

Ratio of International
to Interprovincial

Percent of

as Percent of GDP  Shipped to the US Exports Trade
Canada 43.1 86.5 2.23 2.06
Ontario 52.5 93.1 2.82 3.26
Saskatchewan 43.0 57.8 1.76 1.15
New Brunswick 41.1 85.2 1.38 1.11
Quebec 38.9 84.6 1.99 1.97
Alberta 38.6 85.6 1.76 1.49
Newfoundland 38.6 67.7 2.62 1.30
British Columbia 32.1 67.2 233 1.77
Manitoba 31.1 79.5 1.05 1.00
Prince Edward Island 29.1 86.1 1.06 0.63
Nova Scotia 27.2 78.8 1.29 1.10

Notes: Bold Type: Provincial score >95 percent of Canadian average.

Sources: DFAIT (2002): Statistical Annex, tables 1A, 9A, 9E, 9F; author’s calculations.
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within Canada. Many of their key
industries, particularly the automotive,
steel, aerospace, telecommunications,
and other high technology industries,
are fully integrated within North
American networks of suppliers and
customers. Their energy grids are
largely integrated with those of the
Northeastern and Midwestern United
States. Both provinces have given high
priority to competitive corporate tax
structures to attract and retain busi-
ness investment (Hale, forthcoming).

New Brunswick and Alberta also
demonstrate selected characteristics of
region states, particularly in the conti-
nental integration of key industries,
competition for business investment
in export-oriented industries, and the
adoption of formal economic strate-
gies to enhance their international
competitiveness (Alberta, 1000; New
Brunswick, 2003). However, the
region-state model, which implies
independent provincial adaptation to
continental market forces, has limited
application in most other provinces,
especially those lacking a common
border with the United States or
whose major urban areas are some
distance from the border.

Even so, many issues associated with
North American integration are either
subject to provincial jurisdiction or
require provincial cooperation with
federal initiatives for their successful
implementation. These range from
bilateral negotiations affecting region-
ally differentiated industry sectors to
the interaction of energy and environ-
mental issues, labour mobility, the
planning and financing of major infra-
structure projects, and other border
management issues.

TABLE 2

Overalapping and Conflicting Jurisdictions:
Effective jurisdiction over major issues with

cross-border implications

Canada  Provincial United States State
Federal Federal
International trade X X X
Economic development X X X
Primary industries/land use X X X
Food standards X X X
Energy X X X
Environment X X X
Border management X
Related infrastructure/highways X X X
Immigration X X X
Labour mobility X X
Corporate governance/
securities regulation X X X

Notes: X-sole or primary jurisdiction; x-concurrent or partial jurisdiction.

All these policy fields are characterized
by jurisdictional asymmetries that
make it difficult, if not impossible for
the federal government to take unilat-
eral responsibility for their resolution
in negotiations with the United States
(and/or Mexico), or for provincial
governments to take major initiatives
without undermining federal responsi-
bility for the management of Canada’s
foreign affairs. Table 2 summarizes
major areas of jurisdictional overlap

in relations between Canada and the
United States. Extending negotiations
to include Mexico raises similar chal-
lenges (Sada-Solana and Hale, 2003).

The recent evolution of federal-
provincial relations suggests oppor-
tunities to address these challenges
in a more flexible and responsive
manner through the processes of
what may be described as “comple-
mentary federalism.”

Complementary Federalism:
Adapting Federal Processes
to Changing Needs

Complementary federalism describes
an approach to shared or overlap-
ping government jurisdictions in
which federal and provincial govern-
ments carry out related, but opera-
tionally independent functions that
recognize areas of common and dis-
crete jurisdiction.

This concept has emerged, through

a process of trial and error, as a by-
product of government efforts to

set priorities, define core businesses,
balance budgets, and increase political
and fiscal discretion in responding to
challenges arising from globalization
and continental economic integration.
Both senior levels of government have
recognized, to some extent, that their
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capacity to exercise this discretion
requires them to limit their commit-
ments to, and related demands on,
other levels of government. This
process often requires clarification of
formal or informal divisions of respon-
sibility. In some cases, it has resulted
in the evolution of purpose-specific,
rules-based institutions to coordinate
particular regulatory and administra-
tive functions when their benefits out-
weigh the constraints they impose

on action by individual governments.

These arrangements enable some
degree of symmetry between national
policy regimes addressed in NAFTA
and evolving federal-provincial
arrangements on taxation, trade,
labour mobility, and other policies

to facilitate the mobility of persons,
goods, services, and capital within
Canada. In some cases, these processes
provide for what MacDonald describes
as “positive integration” — shared
rules imposed by a central authority.
More often, they take the form of
“negative integration” — a framework
of rules that prohibits certain forms

of behaviour by participating govern-
ments while accommodating varying
levels of policy differences within the
different elements of that framework
(MacDonald, 2001).

The specific arrangements of comple-
mentary federalism may reflect power
politics as much as administrative
rationality. However, they have
enabled governments to accommodate
many regional differences, thereby
increasing their capacity to respond

to citizens’ expectations.

The paper from which this article

is drawn reviews three examples of
complementary federalism in policy
fields with different mixes of federal

and provincial authority: taxation
and revenue collection, trade policies
and negotiations, and labour markets.
The following is a short summary of
the findings.

Raising and Collecting Taxes

Federal and provincial governments
jointly occupy the four largest sources
of revenue: personal and corporate
income taxes, general sales taxes, and
specific-purpose consumption taxes.
Canadian provinces exercise greater
discretion in fiscal and tax policies
than sub-national governments in
almost any other federal country. The
growing diversity of provincial eco-
nomic policies since the 1980s has led
to greater autonomy in fiscal and tax
policies (Hale, 2000). The destabilizing
effect of unilateral changes to tax and
transfer mechanisms during the 1990s
gave both levels of government a
vested interest in restructuring the
interaction of their tax systems.

Adopting the so-called “tax on
income” system between 1998 and
2001 gave provinces greater freedom
to set their own tax rates, adapt parts
of their tax systems to regional prior-
ities, and exercise greater fiscal flexi-
bility while maintaining a common
tax collection system (except in
Quebec, which has long administered
its own system).

At an administrative level, senior
federal and provincial officials

meet regularly through the Federal-
Provincial Committee on Taxation
to discuss the operations of the
system and avoid unnecessary con-
flicts. Another expression of comple-
mentary federalism at work can be
seen in the restructuring of Revenue
Canada as the Canada Customs and
Revenue Agency (CCRA) to facilitate

federal-provincial cooperation in tax
administration. The CCRA has also
harmonized tariff schedules and
administration in cooperation with
American officials, helping to stream-
line border management procedures
and expedite trade. Overall, the evolu-
tion of tax systems and tax collection
processes provides successful examples
of both federal-provincial and cross-
border cooperation.

However, a third major element of fis-
cal federalism — the mix of equaliza-
tion and transfer payments — reflects
the limits of complementary federal-
ism. The politicization of transfer fed-
eralism, along with the tendency of
both levels of government to engage
in unilateralism, blame shifting, and
“one-upsmanship,” limits their capac-
ity to pursue a stable, consensual
division of policy responsibilities.

Comparing these approaches suggests
that the capacity of governments to
engage in complementary federalism
in areas of overlapping jurisdiction is
likely to increase with the technical
complexity of the issues and the
degree of interest- group consensus
in facilitating mutual recognition of
regulatory standards. The federal
capacity to coordinate both inter-
governmental and regionally diverse
interest group concerns is a key factor
in this process, as reflected in efforts
to increase cross-border cooperation
on customs and border management
issues since September 2001.

Federal-Provincial Cooperation
on Trade Policy

The growing complexity and intrusive-
ness of international trade agreements
has encouraged increased intergov-
ernmental collaboration to foster a
common front in international trade
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negotiations, and to ensure accommo-
dation of regional interests and con-
cerns in federal policies and positions.
Historic limits placed by the 1937
Labour Conventions case on federal
treaty-making powers in areas of
provincial jurisdiction also encouraged
this cooperation, a process described
as the “internationalization of execu-
tive federalism” (Skogstad, 2001;
Kukucha, forthcoming).

The provincial role in trade policy
takes several forms. The C-Trade Com-
mittee process emerging from the Free
Trade Agreement negotiations of the
1980s has allowed the exchange of
information and some harmonization
of regional interests. Shared economic
goals and the fiscal constraints of the
1990s encouraged increased coordina-
tion of trade promotion activities.

Trade issues are also subject to inter-
ministerial consultations. Sector-
specific issues are likely to draw in
ministers responsible for energy, natu-
ral resources, environment, or other
line departments, although their inde-
pendence may be limited depending
on the political salience of the issue
and the degree to which particular
provinces or premiers centralize con-
trol over intergovernmental relations.

The attitudes of individual federal
ministers toward federalism and
federal-provincial relations play a
major role in determining the spirit
and substance of intergovernmental
relations on trade issues. Not surpris-
ingly, federal officials tend to guard
their autonomy against any presump-
tion of provincial entitlement to dic-
tate federal policies. However, the
greater the diversity of provincial
interests at play on particular trade
issues — as with Canada’s protracted

softwood lumber dispute with the
United States — the greater the impor-
tance of maintaining a common front
to the effectiveness of federal negotiat-
ing strategies.

The effects of regional economic
specialization on this process depend
on the capacity of governments to
engage key industry and other rele-
vant stakeholder groups that are
often organized on a provincial

or regional basis. Failure to do so
effectively risks the escalating politi-
cization of federal-provincial or inter-
regional disputes, the pursuit of
transnational coalitions by aggrieved
stakeholders, and the erosion of Cana-
dian negotiating positions in NAFTA
or World Trade Organization dispute
resolution processes.

The development of complementary
federalism has depended on broadly
shared normative or institutional
frameworks for policy development
while maintaining the formal auton-
omy of both levels of government
within their respective jurisdictions.
Some observers have suggested that
institutionalized consultations could
serve as a future constraint on federal
autonomy over trade policy and
related negotiations. However, while
existing consultation processes allow
it to avoid the joint decision-making
trap inherent in requiring a formal
consensus, their calculated ambiguity
also precludes Ottawa from com-
pelling provinces to implement poli-
cies or treaty commitments to which
they have not consented.

Ultimately, the effectiveness of the
decision-making and dispute resolu-
tion processes of complementary
federalism — whether among NAFTA
partners or within Canada — contin-

ues to depend significantly on the
willingness of individual governments
to acknowledge shared political and
economic interests that transcend the
narrower tactical benefits of “defec-
tion,” non-compliance, or unilateral
power plays on specific issues (Mac-
Donald, 2001). This reality is both the
strength of complementary federalism
and its greatest vulnerability.

Labour Markets and Mobility

Unlike trans-national markets for
goods, capital, and some services,
Canadian labour markets remain
largely regionalized. However, several
related policy fields are becoming
laboratories for complementary feder-
alism. These include labour market
training, occupational standards, post-
secondary education, and immigra-
tion, particularly as they relate to the
recruitment and integration of skilled
immigrants into Canadian society.

Changes to federal policies during the
1990s were driven by fiscal constraints,
a desire to shift resources from passive
income support to active labour mar-
ket measures, and efforts to demon-
strate the flexibility of federalism after
the 1995 Quebec sovereignty referen-
dum. Interprovincial cooperation has
been driven, in part, by the labour
mobility chapter of the Agreement

on Internal Trade and the Social
Union Framework Agreement of 1999.

The implications of these trends for
further North American integration
are not yet clear. Canada, the United
States, and Mexico remain far apart
on issues of labour mobility, particu-
larly as they affect border controls
and immigration policies. NAFTA has
provided little impetus for the integra-
tion of labour markets in Canada, the
United States, and Mexico — except
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in limited areas of specialized profes-
sional and managerial skills arising
from cross-border integration of spe-
cific industries. However, the indirect
effects of NAFTA have fostered greater
labour mobility within Canada, and
a broader recognition that Canada
must compete for skilled immigrants
in international markets by reducing
barriers to their integration in
Canada’s economy and society.

Conclusion

The effects of progressive North Ameri-
can economic integration on Cana-
dian federalism vary widely by policy
field. Both federal and provincial gov-
ernments have generally avoided the
pitfalls of the “joint decision-making
trap” by evolving sector-specific
approaches to policy-making that
recognize national, interprovincial,
and trans-border differences in juris-
dictional responsibilities.

The capacity of national and sub-
national governments across North
America to develop a normative con-
sensus on the broad outlines of partic-
ular policy regimes is likely to depend
on the accommodation of diversity
and with it, limits on incentives to
polarize political debates, for the fore-
seeable future. However, the evolution
of consensus-building processes will
also depend on the willingness of
national governments to take the ini-
tiative in engaging both national and
sub-national counterparts, along with
key interest and stakeholder groups
whose interests and values are most
likely to be affected.

On the surface, the jurisdictional
asymmetries of the three NAFTA
nations lend themselves to an

incremental, sectoral approach to

this consensus-building process. How-
ever, the range of issues involved sug-
gests that central governments must
develop a broader strategic agenda

if they are to manage effectively the
continuing drift toward piecemeal,
market-led integration.

Note

1 This paper is adapted from “Regional
Economic Specialization, ‘Complemen-
tary’ Federalism, and the Challenges of
North American Integration,” a paper
presented to the conference, Federalism
and Trans-border Integration in North
America, sponsored by the Centre for
North Amrican Politics and Society,
Carleton University, Ottawa, Ontario,
February 6-8, 2003.
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The current level of economic integration between Canada and the United
States, and the increasing difficulty of maintaining a border, in the historical
sense, have caused policy analysts to begin questioning the future direction of
border management. Central to this analysis is the question of what are the
costs of the current border? This article reports on a recently completed research
project, which sought to quantify the actual costs of the border to industry and

personal travellers.!

ver the last 20 years, Canada
and the United States have
reached an almost unparal-

leled level of economic integration.
However, while NAFTA and its prede-
cessor agreements did much to reduce
investment and trade barriers, they did
little to change the customs processes
and border-crossing policies used to
manage the border. The result of these
changes has been very significant
increases in trade and transportation
that have begun to strain border facili-
ties and cause increased uncertainty
about the border process. At the same
time, the events of September 11, 2001
have caused US policy-makers to push
for increases in security at the border,
and it is not entirely clear that any
meaningful level of security can be
provided while still facilitating growth
in trade and travel across the border.

In many ways, our two countries

are at a crossroads on border strategy.
One approach is to attempt to increase
security while facilitating trade. This
approach may be able to maintain the
status quo on border movements and
costs of the border, but will require

a great deal of infrastructure, staff,
and technological investment, and
may not be capable of providing
genuine border security. The other
approach is the much talked about
North American external perimeter
strategy — a border management
strategy that would alleviate much

of the need for border investment,

and could eliminate much of the exist-
ing and potential future cost impact

of the border.

The cost estimate developed follow-
ing the research described in this
article becomes, in effect, a proxy
for the level of savings that might be
expected from an external perimeter
strategy. Such a savings estimate is,
of course, crucial to any future cost—
benefit analysis of the border policy
options that confront Canada and
the United States.

Trade and Truck Traffic Levels

While trade between Canada and the
United States grew rapidly between the
1989 signing of the Free Trade Agree-
ment and 2000, trade declined in 2001
and 2002. And while two-way truck
traffic has grown from 6.0 million in
1984 to 13.4 million in 2001, the
number of trucks entering the United
States from Canada declined 4.7 per-
cent between 2000 and 2001. Figure 1
attempts to isolate the impact from
the after-effects of September 11, 2001
by showing US economic activity,
merchandise imports from Canada

by land, and inward truck moves for
each of nine months (October to June)
following September 11, 2001. This is
compared to the same nine months

in 2000. On a cumulative level, while
the US industrial production index
was at the same level at the end of
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FIGURE 1

US Economic Activity: Canadian Land Exports to US

and US-Bound Trucks

Year-over-year Monthly Percentage Changes
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both nine-month periods, and auto
production was actually up 4.2 percent
in the United States, imports of goods
by land from Canada fell 10.8 percent,
and truck traffic entering the United
States fell 2.2 percent. This fall-off in
Canadian exports to the United States
by land will be of considerable con-
cern in Canada where a number of
trade associations expressed fears that
post September 11, 2001 perceptions
of border delays and uncertainty
might have this effect. The fact that
Canadian exports to the United States
fell 10.8 percent despite flat economic
activity may indeed be due in part to
US industrial buyer’s concerns about
the costs of the border. However, what
are these specific costs?

Costs of the Border

Little objective research has been
done on the specific border and econ-
omy-wide costs that result from border
policies and processes, as well as con-
gestion and uncertainty. However,
several organizations or authors have
suggested estimates of the costs of the
border. For instance, the Canadian
Manufacturers and Exporters Associa-
tion has stated that the border adds
six percent to the cost of Canadian
manufactured goods. Former Cana-
dian Prime Minister Mulroney has
also been quoted as stating that the
border adds C$30 billion in costs to
businesses in both countries. More
recently, a May 2002 report to a
Canadian parliamentary committee
suggested that removing remaining

tariffs, and reducing inspection needs
and paperwork could reduce costs

by some two to three percent of the
value of trade.

Given this backdrop, the research
team set out to develop a framework
of cost categories relating to the bor-
der, and to quantify a range of cost
estimates for each category. Two broad
categories of costs are summarized in
Table 1. First, are those costs related to
actual transit time and uncertainty at
the border. They include specific cost
items, such as primary inspection, sec-
ondary inspection, lost productivity
for industry, etc. Next are those related
to general costs, such as brokerage fees,
remaining duties, customs administra-
tion, etc. Costs applicable to carriers,
manufacturers, and government were
estimated, and reflect the impact on
the combined economies of the two
countries. For each specific cost type,
estimates were made for minimum,
mid-range, and maximum assump-
tions. It should be noted that the
estimates reflect direct costs and do
not assume any multiplier impacts

or input-output analysis that might
assume reduced output, employment,
and income that could occur as a
result of border policies. Rather, these
cost estimates reflect an initial look

at actual direct costs to industry.

In total, border costs are estimated

to range between US$7.52 billion

and US$13.2 billion, with a mid-range
estimate of US$10.3 billion. Costs for
the transit time and uncertainty sub-
category are estimated at a mid-range
point of US$4.01 billion. Specifically,
transit time and uncertainty-related
costs associated with carriers are esti-
mated at US$1.87 billion.
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Primary inspection transit times are
estimated to have a cost of US$0.32
billion, while secondary yard costs
represent another US$0.76 billion.
Primary inspection backup time cost
was estimated using Canada Customs
primary backup time data for each
direction of travel. Secondary yard
times were based on estimates of the
percentage of trucks entering second-
ary inspection at each major crossing,
and estimated processing times.

Other major costs included excess
time built into route plans estimated
at US$0.42 billion, documentation
preparation time, and the need for
additional equipment and drivers

due to reduced cycle times and other
problems. Transit time uncertainty
can also cause the need for additional
warehousing, shorter pickup and deliv-
ery routes, and a variety of operational
problems that increase costs.

Another major category of cost impact
from long transit times and uncer-
tainty is on manufacturers who suffer
reductions in productivity, because

of reduced sourcing from Canada. It

is assumed that US buyers may have
reduced sourcing from Canada due to
actual or more likely perceived prob-
lems with border crossings, and that
they then forgo benefits related to
cost, specification, or quality that they
would otherwise have received. These
lost productivity benefits are estimated
at US$1.53 billion per year. Uncer-
tainty is also assumed to have a slight
impact on inventory levels and the
total carrying cost of that inventory.
US$0.46 billion in extra inventory
carrying cost is estimated.

The General Border Costs subcategory
is estimated at US$6.28 billion at the
mid-range point. For carriers, the

TABLE 1

Summary of Border Crossing Cost Impacts

(Billions of US $)

Assumption/Scenario Minimum Midrange Maximum
Transit Time/Uncertainty Related 2.52 4.01 5.27
CARRIER 1.19 1.87 2.37
Primary Transit Time .28 .32 .35
Secondary Processing Time .60 .76 91
Excess Plan Time 1 42 .52
Reduced Cycles/Other .07 12 .20
Driver Documentation/Fax Time 13 .25 .40
MANUFACTURER 1.24 1.99 2.69
Lost Manufacturer Productivity Benefits  1.00 1.53 2.00

Extra Inventory Carrying Costs .23 46 .69
Manufacturer Subtotal 1.24 1.99 2.69
Personal Traveler .10 .16 21
Transit Time/Uncertainty Subtotal 2.52 4.01 5.27
General Border Costs 4.99 6.28 7.92
CARRIER .20 .35 .58
MANUFACTURER 4.34 5.36 6.38
FEDERAL STAFF 45 .57 .96
Total Border Impact Costs 7.52 10.30 13.20

mid-range estimate is for a cost impact
of US$0.35 billion. These costs relate
to administration of border crossing
processes and to cabotage costs. US
cabotage regulations prohibit Cana-
dian drivers from making domestic
freight moves in the United States

and drive up Canadian carrier costs.
Other border-related costs include

an estimated US$5.36 billion paid

by manufacturers for brokerage

fees, duty, and managing customs
processes. Brokerage costs alone are
estimated at US$0.46 billion. Duties
and fees are estimated at US$1.61 bil-
lion and include importers that choose
to pay non-NAFTA duties to avoid
rules of origin paperwork. Customs
administration costs related to the

US-Canada border are estimated at
US$3.29 billion. A final border cost
is for federal inspection services (FIS)
staff in both countries — estimated
at US$0.57 billion for personnel
costs alone.

Implications for Border
Management Strategy

As Canada and the United States
consider alternative border manage-
ment strategies, it is important to
have an understanding of the costs

of the current border management
system. Based on the research reported
here, the border has a cost of US$7.52
billion to US$13.2 billion with a
mid-range estimate of US$10.3 billion.
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At the mid-range, this cost represents
2.7 percent of the US$382 billion

in 2001 merchandise trade. After
adjusting for non-truck related costs,
the total border costs relating to
truck-borne trade total US$9.45 billion,
or some 4.0 percent of the US$270 bil-
lion in 2001 truck-borne trade.

These costs are modest but signifi-
cant, and their elimination would be
warmly welcomed by CEOs facing
strong competition from Asia, and a
market where pennies can make the
difference between success and failure.
An external perimeter strategy, along
with changes in customs policy and
procedures, could substantially elimi-
nate the bulk of these costs, and
provide a competitive advantage

for North American firms. Such a
strategy might provide for random
and intelligence-based inspections

at the border, significant post-
importation audits, and large penalties
for violators. An external perimeter
strategy could also allow for diversion
of FIS resources to intelligence-based
activities and patrol of first points of
entry, and might provide enhanced
security compared to the present sys-
tem of cursory inspections. However,
such a system might not provide for
sufficient sovereignty and independ-
ence of action by each nation.
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The alternative is for the United States
to invest significant sums in infrastruc-
ture, technology, and inspection staff
in an effort to provide enhanced bor-
der security. The jury is still out how-
ever on whether such an approach will
enhance security and also provide for
trade facilitation. Initial observations
would suggest that industry will need
to make major investments in tech-
nology to avoid delays and uncer-
tainty in such a system. Such a system
may also inhibit smaller firms from
participating. Should the United States
and Canada want to maintain or
increase the current levels of integra-
tion and decrease the costs of the bor-
der, while enhancing security, it may
be time to consider dramatic changes
in border management strategies.

Note

1 The project was funded by the US,
New York and Michigan Departments
of Transportation, and the Canadian
Embassy, and involved a review of over
750 newspaper articles on border issues,
analysis of 45 border-related repotts,
some 20 border site visits, and interviews
with 173 organizations. For more infor-
mation or a copy of the underlying 210
page report, please contact Dr. Taylor at
taylojoh@gvsu.edu.

BOOKMARK

Opportunities And
Challenges

In the 1990s, economic linkages
between the three North American
economies increased dramatically. Trade
between Canada and the United States
has grown much more rapidly than
had been predicted, and Mexico has
become an important economic player
in the North American market. The
scope and pace of these developments
raise many important questions about
Canada's place in the future course of
North America. In this context, a key
questions is: how do we maximize the
economic benefits of increasing eco-
nomic linkages while preserving the val-
ues and programs Canadians cherish?

Industry Canada has recently released a
research volume examining the oppor-
tunities, pressures and challenges of

deepening North American economic
linkages from a primarily Canadian per-
spective. The seventeen studies in this
volume focus on three major policy
research themes:

e An assessment of the current state of
North American economic integra-
tion.

An examination of the policy dimen-
sions of the integration process.

Various strategies for deepening
NAFTA institutions, such as adopting
a customs union or common market.

Richard G. Harris, ed. 2003. North
American Linkages: Opportunities and
Challenges for Canada. Industry
Canada Research Series, volume 11.
Calgary: University of Calgary Press.
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as Well as
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overty in Canada continues to
Pbe an urgent issue for policy-

makers. The larger concern,
however, is that, so far, there is no
fail-safe solution. According to some
of the newest measures developed
(see HRDC, 2003) as many as 10 to
14 percent of Canadians, and 27 to
30 percent of Canadian children are
living in poverty. Worse still, the
gap between Canada’s rich and poor
appears to be growing. Between 1990
and 2000, incomes for the richest
10 percent of Canada’s families grew
slightly while the incomes of the poor-
est 10 percent of families remained
stagnant (Statistics Canada, 2003).

Social policy debate, research, and
action in Canada have long recog-
nized the need to provide a minimum
level of income to meet basic con-
sumption needs. The Canadian social
safety net has responded with an array
of measures to provide income sup-
port in cases of temporary unemploy-
ment, disability, work-related injury or
illness, retirement, and parental leave.
While debate about the adequacy of
these measures is ongoing, income
supports account for a significant por-
tion of the total incomes of Canada’s
low-income families.

But what about assets? We know intu-
itively that savings and assets are as
important to our overall financial and
economic security as income. Anyone
who has ever applied for a mortgage,
sought the advice of a financial plan-
ner, or applied for social assistance
benefits knows first-hand that any
savings, however modest, can be an
important economic resource. Assets
appear to have effects that income
alone does not. Assets can cushion
against sudden losses of income or
financial risks, such as starting a new

business. Assets can also enhance
social capital, participation, and
inclusion. For example, homeowners
appear to have higher levels of civic
engagement than do non-owners and
enjoy better marital stability, family
health, and well-being among depend-
ent children. Assets may build capacity
that can be sustained beyond current
consumption needs while comple-
menting existing income supports.

Compared to the income gap, the gap
between Canada’s asset-rich and asset-
poor may appear to be an insurmount-
able chasm. The poorer 50 percent of
Canadian households own only six
percent of all personal financial assets
(Statistics Canada, 2001). Savings and
assets increase substantially as a family
moves from low-income to middle
and upper-income. Compared to
families with incomes of $10,000 to
$19,000, families with incomes of
$40,000 to $49,000 have more than
seven times the net financial assets,
and families with incomes over
$75,000 have more than 21 times the
net financial assets. Between 1984 and
1999, the median net worth of the
wealthiest 20 percent of Canadians
increased 39 percent while the net
wealth of the poorest 20 percent of
Canadians actually fell.

Opportunities for asset development
are imbalanced in Canada to such a
degree that low-income Canadians:

e are two and a half times less likely
to own their home than high
income Canadians(CMHC, 1992);

e have twice the national debt-to-
asset ratio (Statistics Canada, 2001);

e are almost twice as likely to work
in a low-skilled job compared with
the Canadian average (CCSD,
2000); and
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currently invests:

20¢ for every $1 saved.

The Government of Canada

e $15.4 billion to support private retirement savings in Registered Retire-
ment Savings Plans and Registered Pension Plans through deferred tax
income and allows these savings to be used for adult learning and
downpayments for first-time homebuyers; and

e nearly $1 billion to support savings for children’s post-secondary educa-
tion by matching the savings of contributing relatives and friends with

e are almost twice less likely to report
any contributions to an RRSP than
middle income Canadians (CCRA,
1999).

To date, the social safety net in
Canada has not acknowledged the
value of assets as a universally impor-
tant economic resource. The federal
government invests billions annually
to support asset accumulation among
Canada’s middle and upper income
households. At the same time, provin-
cial governments require that social
assistance applicants exhaust the assets
that might otherwise help them end
a cycle of poverty before receiving
income support benefits. A more
comprehensive view of the role of
both income and assets in the eco-
nomic security and social participa-
tion of all Canadians might result in

a very different picture.

In the United States, the United
Kingdom, and Canada, there is an
innovative new field of social policy
debate, research, and activity called
asset building.

In the United States, federal and state
legislation supports hundreds of com-
munity asset-based projects designed

to increase the savings of low-income
Americans through Individual Devel-
opment Accounts (IDAs) — restricted

savings accounts with matching grants
for deposits. Research from the largest
of these projects, the Downpayments
on the American Dream Demonstra-
tion (ADD), has found that, when
provided with the right institutional
and program supports, low-income
account holders can and do save for
productive asset-oriented uses such as
children’s education, micro-enterprise
development and homeownership.
Based on the most current data from
the Centre for Social Development,
ADD participants are saving an
average of US$25.42 per month or
US$900 per year once the matching
grant is included (Beverly and Sher-
raden, 2001). Among the most low-
income participants, the savings rate,
or the percentage of income saved, is
actually slightly higher than among
participants with incomes closer to
the US poverty line.

The most common strategy for saving
in an IDA came by changing con-
sumption behaviour (e.g., shopping
more carefully for food, eating out
less, and spending less on leisure).
Other initiatives in the US, such as
the recent passage of the tax credit
oriented Savings for Working Families
Act, which will take IDAs to a larger
scale, signal that asset building is an
approach increasingly embraced by

both liberal and conservative members
of the social policy community.

In the United Kingdom, the Blair Gov-
ernment’s 2003 budget announced
the ambitious new Child Trust Fund,

a universal endowment paid to all
British newborns available for use only
after age 18. The Trust includes an ini-
tial payment at birth, top-ups through-
out childhood and adolescence, and
increased benefit rates for children of
lower-income families. With modest
regular contributions from families,
the government expects that an
individual trust fund could grow

to as much as £27,000 by age 18.

The initiative is part of a broad gov-
ernment plan to promote savings

and asset development over the
lifespan to ensure personal eco-

nomic security, opportunity, and
long-term independence.

In Canada, the federal government

is funding the world’s largest demon-
stration of IDAs for learning. learn$ave
is fully funded by Human Resources
Development Canada and is managed
nationally by Social and Enterprise
Development Innovations (SEDI), the
leading Canadian organization in the
asset-building field. SEDI's partners
include community-based organiza-
tions at 10 sites across Canada and
private sector financial institutions.
The Social Research and Demonstra-
tion Corporation (SRDC) has designed
and is now implementing a rigorous
evaluation strategy including imple-
mentation, impact, and cost-benefit
analyses — the most detailed and
comprehensive evaluation of any
asset-based intervention to date.
learn$ave offers low-income Canadians
an IDA to save for a learning opportu-
nity through education, skills training,
or micro-enterprise development. A
rigorous evaluation framework will
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look at implementation and impacts
through data from seven unique case
study sites and three experimental
sites where participants are randomly
assigned to one of three program
groups to test the relative effectiveness
of different program components.
According to the project data, as of
May 2003, more than 3,000 low-
income Canadians have enrolled in
the project. Among participants with
a learn$ave account, average monthly
deposits are an impressive $55,
totalling about $1 million so far and
leveraging a further $3 million in

matching grants (learn$ave MIS, 2003).

learn$ave participants are predomi-
nantly young (77 percent are in their
20s or 30s), single with no dependants
(47 percent), female (59 percent)

and have some form of employment
income (63 percent). Perhaps the most
striking information on participants

is the depth of poverty they experi-
ence while enjoying relatively high
levels of education: 83 percent of
participants have a household income
of less than $20,000, while at the
same time 79 percent have at least
some post-secondary education, if

not a post-secondary degree (learn$ave
MIS, 2003).

Further information on the project
and initial data will be available later
this year when SRDC publishes the
first interim report. Findings from the
project will help to inform policy-
makers in Canada and internationally.

As significant an endeavour as
learn$ave is, it is only one application
of the asset-based approach to policy
in Canada. SEDI believes this is a con-
cept with broad potential and will be
seeking opportunities to apply asset
building to a variety of social policy

contexts. One initiative is the develop-
ment of an asset-based approach to
housing policy. To that end, we have
recently completed a study funded

by the Canada Mortgage and Housing
Corporation and the National Secre-
tariat on Homelessness. Our consulta-
tions found a strong level of interest
among low-income Canadians and
other stakeholders for asset-based poli-
cies and programs to increase access
to affordable homeownership and
rental housing. Representatives from
the broad spectrum of the housing

Just as income support policy has a
heritage of robust debate and research,
so too can the asset-building field ben-
efit from more debate and research
within Canada and abroad. To this
end, SEDI is now engaged in a multi-
year asset-building policy research
agenda. We will be seeking opportuni-
ties to solicit the advice of leading
thinkers in the social policy field
through a national policy advisory
group. Using information gathered
from the learn$ave project, any
eventual Home$ave project and other

Research has found that, when provided with the right institutional
and program supports, low-income account holders can and do

save for productive asset-oriented uses such as children’s education,

micro-enterprise development and homeownership.

policy community also confirmed
SEDI'’s opinion that an asset-based
housing policy would be an appropri-
ate use of government expenditures
and an approach that might comple-
ment existing housing policies, gener-
ate opportunities for new partnerships,
and potentially increase the availabil-
ity of affordable rental units. At the
same time, our study revealed impor-
tant issues for further consideration
before any national policy should

be adopted. In response, SEDI will

be seeking support for a national
demonstration project to evaluate

the effectiveness of delivering IDAs
for homeownership. Results from

this demonstration will build on the
anecdotal findings from small, local
housing IDA initiatives in Abbottsford,
Calgary, and Winnipeg.

Asset-based policy has a far broader
scope than any specific application
including adult learning and housing.

sources, SEDI will prepare and dissemi-
nate a series of discussion papers on
the interaction of asset-based policy,
taxation, and social assistance policy,
and on serving the needs of newcom-
ers in IDAs. A series of commissioned
working papers will also generate new
ideas and options for asset building in
Canada. To help evaluate options and
move from information to action,
SEDI is developing a policy matrix
based on the most up-to-date informa-
tion on asset-building theory and best
practice from across jurisdictions. We
will also conduct the first-ever compre-
hensive review of all Government of
Canada and provincial programs and
services to establish a baseline for pub-
lic expenditure and outcomes on asset
development in Canada.

The asset-building policy field is
gaining momentum in Canada and
abroad. The Canadian social policy
community has much to contribute.
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Low-income and asset-poor Canadians
can only benefit from better oppor-
tunities to save and accumulate the
productive assets that build and
sustain futures.

References

Note: All Web sites given in this article were
accessed on September 24, 2003.

Beverley, Sondra and Michael Sherraden.
2001. “How People Save and the Role of
IDAs” in Ray Boshara, ed., Building Assets:

A report on the asset-development and IDA field,
Washington: Corporation for Enterprise
Development.

Canada, HRDC (Human Resources Develop-
ment Canada). 2003. “Understanding the
2000 Low Income Statistics Based on the
Market Basket Measure.” Ottawa: HRDC,
May.

Canada, Statistics Canada, 2001. “The Assets
and Debts of Canadians: An Overview of the
Survey of Financial Security.” Catalogue no.
13-595-XIE, http://www.statcan.ca/english/
freepub/13-595-XIE/free.htm.

. 2003. The Daily. May 13,
http://www.statcan.ca/Daily/English/030513/
d030513a.htm.

CCRA (Canada Customs and Revenue
Agency). 1999. “Income Statistics — 1999 Edi-
tion.” Ottawa: Government of Canada.

CCSD (Canadian Council on Social Develop-
ment). 2000. Urban Poverty in Canada: A
Statistical Profile, ed. Kevin Lee. Ottawa:
CCSD.

CMHC (Canada Mortgage and Housing
Corporation). 1992. “Research and Develop-
ment Highlights.” Ottawa: Government

of Canada.

learn$ave MIS (Management Information
Software). 2003. Toronto: Social and
Enterprise Development Innovations.
Unpublished dataset. September.

54
PoLicy RESEARCH INITIATIVE

BOOKMARK

Can Work Incentives
Pay For Themselves?

The study has found that generous
financial work incentives can generate
large increases in employment, earn-
ings, and income and reduced welfare
receipt and poverty over five to six
years. Moreover, it has found that such
an incentive program comes very close
to paying for itself when the recipients’
increased taxes and reduced IA receipt
are taken into account. Such findings
are remarkable and might be the sub-
ject of considerable debate if they were
not the culmination of a sequence of
findings from a related series of Self-
Sufficiency Project studies subject to

a rigorous experimental study design.

Reuben Ford, David Gyarmati, Kelly
Foley, and Doug Tattrie, with Liza
Jiminez. 2003. Can Work Incentives
Pay for Themselves? Final Report on
the Self-Sufficiency Project for Welfare
Applicants. Ottawa: Social Research
and Demonstration Corporation.
This report can be found at
http://www.srdc.org. Accessed
October 29, 2003.
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In Australia, as in many other nations, there is an emphasis on paid work as a
primary means for achieving economic independence, alleviating poverty, and
avoiding welfare dependency. Much of this attention focuses on an individual’s
skills and attributes or on characteristics of the labour market. This paper presents
a summary of research that extends these analyses, by investigating the extent to
which an individual’s stock of social capital relates to a successful job search, over
and above more well-established determinants. The findings highlight the rele-
vance of social capital for labour market outcomes, and represent an evidence

base for public policy intervention.

ince Robert Putnam made the

now famous claim that bowling

alone rather than in clubs and
organizations represents an unravel-
ling of the social fabric of the United
States, the concept of social capital
entered the world policy horizon.
Social capital is now a key plank in
the Australian approach to public pol-
icy at national, state, and local levels.
It features strongly in strategies aimed
at promoting prevention and early
intervention, and in a welfare reform
agenda that sees Australia moving
toward an income support system
that encourages individuals and fami-
lies to be self-reliant. Yet it has not
been taken up uncritically. Policy-
makers and critics alike have ques-
tioned how social capital relates to
policy and what the role of govern-
ment is or should be (see, for example,
Productivity Commission, 2003).

Against this background, the
Australian Institute of Family Studies
(AIFS) has undertaken a four-year
program of research, the Families,
Social Capital and Citizenship project,
which represents the most extensive
investigation of social capital in the
Australian context. This research first
established a conceptual understand-
ing suitable for use in policy-related
research, developed empirical tools
for measuring social capital and
linking it to a host of hypothesized

determinants and outcomes and,

most recently, undertook a series of
empirical research papers to test the
relevance of social capital to key public
policy issues.

This paper presents a summary of one
of these research papers. The research
paper examined how various measures
of social capital relate to individual
labour market outcomes including
labour force status and a successful

job search (Stone et al., 2003). Here
we focus on how social capital relates
to a successful job search using a single
composite measure of social capital
that summarizes the total mix of
types of relationships individuals have
(Stone and Hughes, 2002). The rela-
tionship between social capital type
and job search method is examined
empirically by including the com-
posite social capital measure as an
explanatory variable in regression
models of the determinants of job
search method, along with known pre-
dictors of job search method that are
typically used in economic analyses.

The focus on job search method is of
particular interest given that the most
obvious mechanism by which social
capital may impact on labour market
outcomes is through the job search
process. However, the extent to which
social capital relates to labour market
outcomes is of interest more broadly,
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because it draws attention to the role
of family, and informal, civic, and
institutional ties in supporting labour
market engagement. Also, while much
social capital analysis is limited by the
difficulty of determining causation,
the casual relationships in this analysis
are much clearer.

Conceptualizing and
Measuring Social Capital

While there has been much debate
about the precise definition of social
capital, not least due to its multidis-
ciplinary lineage (Woolcock, 1998),
we start from the position that social
capital can be understood as networks
of social relations characterized by
norms of trust and reciprocity (Bour-
dieu, 1993; Coleman, 1988; Putnam,
1993; see Winter, 2000 for discussion).
The essence of social capital is quality
social relations. It is the quality of
relationships, understood through

the use of the concept of social capital,
which affects the capacity of people to
come together to resolve collectively
problems they face in common, and
achieve outcomes of mutual benefit.
Thus, social capital can be understood
as a resource to collective action,
which may lead to a broad range

of outcomes, of varying social scale.

The types of social relationships the
concept of social capital encompasses
can be thought of as informal, civic,
or generalized and institutional (Stone,
2001; Stone and Hughes, 2002). Infor-
mal social capital comprises trusting
and reciprocal relationships within
family, kinship, friendship, and
neighbourhood networks. Civic ties
are those with members of formal
organizations and associations; gener-
alized relations are those with other
members of society not known to

an individual (e.g., other people in

the local area, or Australians more
broadly). Institutional ties are those
links an individual has with major
systems, such as the legal system,
education, business, trade unions,

and the like. The distinction between
informal, civic/generalized, and insti-
tutional types of social capital fits
broadly with the more recent bonding,
bridging, and linking distinction made
in social capital theory (Narayan,
1999; Woolcock, 1998).

Social Capital and Labour
Market Outcomes

We expect social capital may impact
on an individual’s labour market
outcomes in several ways. The most
obvious is via its effect on the effi-
ciency and effectiveness of a job
search. One major task of the labour
market is to coordinate information
or signals between employers and
their potential workforce (Ehrenberg
and Smith, 1997). Matching workers
and employers is a formidable task,
because workers have varying skills

Within this framework, we anticipate
the nature of an individual’s networks
may affect the process of job search
in a range of ways, many of which are
well supported by recent job search
literature within economics (see
Devine and Kiefer, 1991; Heath, 1999
for detailed reviews). This literature
suggests various types and patterns

of social networks affect a successful
job search by reducing the cost of job
search for potential employees and
employers, and by producing a better
quality of job match. The sociological
and anthropological literature simi-
larly points to the importance of net-
works (Granovetter, 1974; Lin, 1999).

Social Capital and Job Search
Data and Method

Using the definition of social capital
presented above, and based on a theo-
retical framework developed within
the Families, Social Capital and Citi-
zenship project (Stone, 2001), the AIFS
undertook a national random survey
of Australian households in 2001.

A total of 1,506 respondents aged

Various types and patterns of social networks affect a successful job
search by reducing the cost of job search for potential employees and
employers, and by producing a better quality of job match.

and preferences for work, and jobs
differ in requirements. Because infor-
mation about job opportunities and
workers’ characteristics is imperfect,
the process of job search takes time
and effort and is therefore costly.

The process of finding the appropriate
worker-employer matches can be facil-
itated by the job search behaviour of
workers, the recruitment procedures
of employers, and the institutional
systems in place to coordinate signals
of the respective parties.

18 years or over participated. Inter-
views were conducted via telephone,
and detailed information about
respondents’ networks, feeling of
trust and reciprocity, labour force
status, and recent labour market expe-
rience was collected along with other
demographic information. These data
provide a detailed account of social
capital, measured at the level of indi-
viduals and represent the only dedi-
cated, national, social capital data of
this kind in Australia. They show how,
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for example, the size of respondents’
informal, civic, and institutional net-
works vary, how dense and overlap-
ping these networks are, how diverse
they are, and how much trust and
reciprocity respondents in a range of
circumstances report as operating in
their various networks.

Given the multidimensional nature
of social capital, various analytic
approaches can be taken to its empiri-
cal study. This analysis draws on an
approach developed in our earlier
work that considers the overall stock
or mix of social capital relationships
individuals have, and how these relate
to other outcomes — in this case
labour force outcomes. Specifically,
using a statistical technique known
as cluster analysis, which groups
respondents according to similarities
in their overall mix of social capital
relationships, we developed a social
capital typology that is useful for ana-
lyzing how the combination of one’s
networks relates to various other out-
comes (Stone and Hughes, 2002).

The advantage is that this approach
enables us to examine social capital
as a whole, rather than each separate
dimension separately. (An analysis of
the separate dimensions is presented
in the full paper.)

Using the cluster analysis technique,
we found respondents grouped into
one of four main social capital types
(Stone and Hughes, 2002):

e social capital rich, characterized by
high levels of connection, trust, and
reciprocity across all network types
(18 percent of the sample);

e civic oriented, characterized by
strong group affiliations and high
levels of generalized trust (55 per-
cent of the sample);

e informal oriented, characterized by
small but dense informal networks
with fewer civic and institutional
ties (19 percent of the sample); and

e social capital poor, characterized
as having fewer connections across
informal, civic, and institutional
realms with low reported levels of
trust and reciprocity in each (7 per-
cent of the sample).

It is important to note these social
capital types relate, in some important
ways, to various measures of socio-
economic status. In previous research
we found, for example, that those

Given the focus on a successful job
search, the analysis is based on those
who were employed at the time of
the survey. The self-employed are
excluded from this analysis, since the
process of setting up a business clearly
differs to that of finding employment
with an employer.

Given that there are four job search
methods, the appropriate statistical
model is the multinomial logit model.
(For more detail, refer to the full
paper.) This model compares variables
to determine which are most likely

to “predict” the various job search

The social capital poor have lower employment rates over all than

other groups and, among those in paid work, substantially lower

rates of full-time employment.

who are social capital poor are more
likely to have lower levels of educa-
tion, poorer self-reported health, and
were far less likely to own their home
(Stone and Hughes, 2002). Impor-
tantly, the employment rates for each
group also vary. The social capital poor
have lower employment rates over all
than other groups and, among those
in paid work, substantially lower rates
of full-time employment.

Modelling the Determinants of
Job Search

The survey asked employed respon-
dents how they found their last job.
Overall, the most common way was
via an advertisement (29.3 percent).

A very similar proportion found

their job by directly contacting the
employer (26.8 percent). The numbers
using personal contacts were also high
with 25.5 percent using professional
contacts and 18.4 percent having
found their job through family or
friends. (These rates are generally
consistent with official statistics.)

methods used by respondents to find
their last job. Measures of social capital
type were included in the model along
with the usual determinants of job
search, such as education, region of
residence, family type, experience

of unemployment in the last

12 months, health, whether migrant,
and socio-economic status of the area
in which the respondent lives. As
expected, this model indicated the

job search method relates to various
usual determinants such as education,
health, rural versus urban area, and
the socio-economic status of the

area. However, for this paper, only

the estimates of the social capital
variables are presented.

Table 1 presents the estimates of the
relationship between social capital
type and job search method used to
find the respondent’s current job. The
estimates reveal a strong relationship
between social capital type and job
search method successfully used. The
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TABLE 1

Marginal Effects of Determinants of Job Search Method
Used, Employed Respondents, and Social Capital Type

JOB SEARCH METHOD

Direct Contact Family or Professional
Advertisement  with employer friends contact
% % % %

Social capital clusters
Social capital rich -4.0 5.9 -4.2 23
Informal oriented -7.0 -1.9 -1.4 *10.2
Social capital poor 5.3 -3.6 13.4 *15.1
Base case probabilities 30.2 28.5 15.3 26.0

Notes: Estimates are restricted to the working age population (18 to 64 years). The base proba-
bilities in the last row indicate the probability that the “average respondent” is in the various
labour force states. The marginal effects presented in this table are derived from multinomial
logit estimates of the determinants of labour market outcomes. A range of demographic and
human capital characteristics have been controlled for, and the marginal effects indicate the
change in this probability from a change in the respective explanatory variables. Since the ref-
erence person is still in one of the labour force states, the marginal effects must sum to zero in
each row. The asterisk (*) denotes that the marginal effect is significant at the five percent level.

Source: FSAC (2001).

social capital rich are 2.3 percentage
points more likely to have used a pro-
fessional contact, and 5.9 percentage
points more likely to find their job
via direct contact with the employer.
The informal oriented group are

7.0 percentage points less likely to
have found their job through an
advertisement, and 10.2 percentage
points more likely to have used a
professional contact than the average
respondent. The social capital poor
are much less likely to have used a
professional contact (15.1 percentage
points), and 3.6 percentage points
less likely to have found their job

via direct contact with the employer.
However, they are relatively more
likely to have found their job through
an advertisement (5.3 percentage
points) and through family or friends
(13.4 percentage points). It is impor-

tant to note that these estimates con-
trol for having been unemployed in
the previous two years, and so cannot
be explained simply in terms of those
who have not been employed having
fewer professional contacts.

An alternative way of illustrating the
results is to present the predicted job
search method used for each social
type. These probabilities are presented
in Table 2. The social capital poor are
the least likely to have used workmates
or professional contacts with 7.2 per-
cent having found their current job in
this way. This compares to rates of use
of workmates or professional contacts
of 17.4 percent among the civic-ori-
ented group, 19.0 percent among the
social capital rich, and 25.7 percent
among the informal oriented social
capital group. The social capital poor
are also less likely to have obtained

their job via a direct approach to
employers. The social capital poor are
much more likely to have used family
and friends (31.6 percent) and
responding to a job advertisement
(35.3 percent) than are the other social
capital groups.

Among the other groups, the job
search methods used are broadly simi-
lar. The social capital rich are the least
likely to have used family and friends
and the most likely to have used a
direct approach to employers. This is
presumably because the social capital
rich have other options. This finding
is particularly significant, because it
means the social capital poor have

a much higher reliance on family
and friends for finding employment,
although they also have fewer of
these types of connections, on aver-
age, than respondents in other social

capital types.

Summary

One limitation of much social capital
analysis is the difficulty in determin-
ing causation where relationships
between measures of social capital and
various outcomes are found. Analysis
of the relationship between social capi-
tal and job search allows us to com-
ment more confidently about the
causal relationship between social cap-
ital and labour market outcomes at the
individual level.

Measures of social capital type are
found to have a strong and statistically
significant relationship to the job
search method used to find employ-
ment. This illustrates the usefulness of
the social capital typology approach in
explaining variation in labour market
outcomes.? The differences are strik-
ing, particularly in the differential
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rates at which jobs are found through
professional contacts and family and
friends. For example, the social capital
poor rely on informal channels to a far
greater extent than any other social
capital type, and are considerably less
likely to gain employment through
professional contacts.

Taken together, the research reported
on in this article points to several key
conclusions.

e Social capital has some role to play
in determining labour force status.

e The findings are, in part, consistent
with the influential “strength of
weak ties” theory (Granovetter,
1974). Professional contacts are an
important means of finding
employment; however, this was not
the case for everyone. In fact, the
paper suggests that the “strength of
close ties” is particularly important
for those with limited social capital
and more vulnerable ties to the
labour market, where friends and
family were relatively important in
finding employment.

e The findings suggest that it is the
combination of various types of
social capital that is important in
determining labour market out-
comes rather than the individual
dimensions per se (in informal,
generalized, and institutional
realms).

e There appears to be an interaction
between a person’s socio-economic
status, social capital type, and
labour market outcomes.

To close, we pursue this final point
further. Social capital may mirror or
exacerbate existing inequalities or dif-
ferences between people from higher

TABLE 2

Predicted Job Search Method by Social Capital Type

SOCIAL CAPITAL TYPE

Social capital Civic Informal Social capital

rich oriented oriented poor

% % % %

Advertisement 28.4 32.5 26.3 353

Direct approach to employers 39.3 32.2 31.2 259

Family and friends 13.3 17.9 16.9 31.6
Workmates or professional

contacts 19.0 17.4 25.7 7.2

Notes: The predicted probability of being in each labour force state is calculated by setting the
non-social capital variables to their sample average and then varying the social capital group
type holding all other variables constant at their sample average.

Source: FSAC (2001).

and lower socio-economic circum-
stances. It is more likely that the use
of friends and family connections by
those from low socio-economic back-

grounds for finding jobs leads to lower

quality jobs, than for those from
higher socio-economic circumstances,
who would be more likely to use pro-
fessional contacts. Furthermore, the
social capital poor are less likely than
other social capital groups to find
employment via workmates or profes-
sional contacts, a search method that
is likely to result in a higher quality
job. The extent of these differences
and inequalities is a topic worthy of
further policy analysis and research.

Notes

1 Contact Wendy Stone, Assistant Research

Director, Australian Housing and Urban
Research Institute (AHURI), at
Wendy.Stone@ahuri.edu.au or visit
www.aifs.gov.au to download a copy of
the full research paper on which this
piece is based. The views represented in
this paper are those of the authors and
do not necessarily reflect those of the
AIFS or AHURL

2 In the full paper, the relationships
between measures of the separate dimen-
sions of social capital, such as trust, reci-
procity, and network characteristics are
also examined in relation to job search
and labour force status. While some rela-
tionships are found, it is the overall com-
bination of characteristics summarized
by the typology approach that is most
strongly related to job search outcomes.
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BOOKMARK

Men, Women, and SC

Besides several chapters on social
capital in the Netherlands, this book
includes the first nation-wide report
on social capital in Canada. Bonnie
Erickson uses the 2000 federal election
survey to illustrate how social capital
varies across the country. By way of
examining the extent to which people
know men and women in various
occupations, Erikson explores gender
differences in the accumulation and
use of social capital. She also illustrates
how social capital varies with other
individual characteristics, including
age, ethnicity, education, work and
family status, and (most strongly)
participation in voluntary associations.
In addition, she describes macro
structural differences, as in social
capital being lower in metropolitan
areas and higher in the Maritimes.

Henk Flap and Beate Volker, eds. 2003.

The Creation and Returns of Social
Capital. New York: Routledge.

HORIZONS VoLuME 6 NUMBER 3




BOOK REVIEW

Social Capital

John Field
(London: Routledge, 2003)

Reviewed by
Robert Judge

Policy Research Initiative

Robert Judge
is a Policy Research Officer
with the Policy Research Initiative.

oming to grips with the litera-
‘ ture on social capital presents

a distinct challenge to those
new to the field. In the early 1990s,
a mere handful of articles on social
capital had been published, and one
could reasonably expect to absorb
their content in fairly short order.
However, after a decade of rapidly
expanding interest within academic
and policy circles alike, there are now
literally thousands of studies in virtu-
ally all the social science and public
policy disciplines. With this, has come
a great deal of divergence over how
best to define and operationalize
the concept. Such disagreement and
confusion should not be surprising
given the present exploratory nature
and the extremely rapid development
of the field of study. Nevertheless,
the present state of the literature
presents a daunting morass to social
capital neophytes.

Recognizing the need today for an
extended introduction to the field

of social capital, John Field's recently
published work on this topic deliber-
ately sets out to fill this gap and suc-
ceeds in doing so. Social Capital is

an extremely helpful overview of

how the concept has developed across
disciplines and the directions in which
it is now headed. The book length
treatment is a much more compre-
hensive survey than that provided by
other article-length literature reviews.
While one may quibble with the odd
point here or there, Field nevertheless
performs an invaluable service in pro-
viding a much needed thorough orien-
tation to the social capital literature.

Field begins with a presentation of
the work of three seminal figures in
the social capital literature: Pierre
Bourdieu, James Coleman, and Robert

Putnam. He is not the first to recog-
nize the importance of these authors;
indeed, most literature reviews begin
with these scholars. However, such
reviews typically only spend a para-
graph or two on each, whereas Field
is able to present a much more
extended discussion of their contri-
butions, including their strengths and
weaknesses. This can be no substitute,
of course, for reading the original
works of these key scholars them-
selves. Nevertheless, this is probably
by far the best overview of these
authors presently available.

Field’s presentation of Bourdieu,
Coleman, and Putnam is fairly even
handed. Somewhat odd, however, is
his suggestion (p.42) that, on balance,
Coleman’s approach “has the greatest
potential for producing new insights
into social and political behaviour.”
He is not very clear on why this
should be. Indeed, if anything Field’s
discussion of the weaknesses of
Coleman’s approach is more extensive
than those of Bourdieu and Putnam.

Moreover, in his conclusion (p.141)
Field implies that while Putnam can
be criticized for failing to be theoreti-
cally explicit, as well as for muddling
cause and effect in his stretching of
the concept from the level of individu-
als to states and nations, this approach
may nevertheless be more helpful in
actually capturing the multi-faceted
complexities of social capital than
neater, micro-level approaches.

Field also provides a very helpful
introduction to the literature on social
networks (the core element of social
capital), empirical findings on the role
of social capital networks in the four
areas of education, economic well-
being, health, and crime, the debates
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over the dark side of social capital, and
efforts to apply social capital to public
policy contexts.

Field makes an intriguing observation
on, and evaluation of, the social capi-
tal literature in his chapter on social
capital in a (postymodern world. Here
he suggests that postmodern condi-
tions, discussed in terms of changes
in work, family structures, market
deregulation, information technology,
scientific advancement, and the rise
of a risk society, may in fact be making
conditions more rather than less
favourable for social capital.! In con-
trast to those who see a decline in
social capital, Field posits that, in
those countries increasingly charac-
terized by these new conditions, we
may in fact be witnessing a basic
change in social capital toward,

for example, more small-scale and
informal forms of civic engagement,
reflecting a greater individualization
of social relations and a broad refash-
ioning of identity. Field’s attempt to
draw together the literature on social
capital with the literature on postmod-
ern conditions and the risk society is
definitely worth further exploration.

In general though, the purpose of this
book is not to present a new line of
research, but rather to make sense of
the existing research on social capital.
Given the increasing confusion over
the concept of social capital, at the
same time that interest in applying

it to various problem areas has never
been greater, Social Capital performs
an impressive and invaluable service
in providing a thorough introduction
to the state of the literature. For

the present, new students of social
capital should begin their work

with this book.

62
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Note

1 The notion of a risk society has been
developed most prominently in the
works of Ulricht Beck and Anthony
Giddens. Essentially, the thesis suggests
that a move toward a new risk society is
being propelled by the increasing break-
down in the security of traditional forms
of collective identity in industrialized
states combined with a pervasive sense
that the rise of information technology
and scientific advancement has given
humanity both a greater degree of con-
trol and a greater potential for harm in
the management of this planet. This has
resulted in an increasingly individualized
and reflexive citizenry confronting a
world seemingly fraught with new forms
of risk and uncertainty.

BOOKMARK

World in a City

Unfortunately, the simple logic of
increasing government spending to
solve social problems is very often inef-
fective at solving anything at all in the
absence of a clear understanding about
the problem, the remedies that could
help, and about the agents who are
best able to bring about effective solu-
tions. It is hardly axiomatic that all
social problems can be solved by gov-
ernments, let alone through a simple
transfer of public funds those who are
‘close’ to the problem.

Assessing a problem and its magnitude
carefully to determine if government
action is needed at all or is the most
effective way to alleviate a social condi-
tion is essential to responsible gover-
nance. Research can be extremely
valuable when it considers the actual
impact government interventions and
assesses the likely impact of potential
future interventions; it is even better
when it offers a comparison of alterna-
tive courses of action, say, at the com-
munity level, or even the option of no
action at all. Social forces are often in
themselves powerful agents of progres-
sive societal change. Therefore, we need
research that tells policy-makers more
than that a problem exists; we also
need a sober assessment of its gravity,
where effective solutions may lie, and,
correlatively, where they do not.

Meyer Burstein and Howard Duncan.
2003. “World in a City: A View From
Policy.” In The World in a City, ed.
Paul Anisef and Michael Lanphier.
Toronto: University of Toronto Press.
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(Toronto: James Lorimer
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Reviewed by
Michael Woolcock

World Bank and Harvard University

Michael Woolcock

is a Senior Social Scientist

with the World Bank’s
Development Research Group,

and an Adjunct Lecturer in

Public Policy at Harvard University.

or a variety of reasons, the past
F decade has seen a revival of

interest in the social dimensions
of economic life. Several different
“social” terms have emerged as part
of the new corresponding vocabulary,
among the most common being
social capital, social exclusion, social
capability, and social cohesion. It is
the latter term that economist Jeff
Dayton-Johnson (Dalhousie Univer-
sity) appropriates for his take on this
issue, in his book Social Cohesion
and Economic Prosperity.

For Dayton-Johnson, social cohesion
generally refers to “the interconnect-
edness and trust among a group of
people,” and at root it matters for eco-
nomic prosperity, because it “changes
the incentives facing people and helps
groups of rational decision-makers
avoid the ills of massive defection”
(p- 50). That is, by enabling individu-
als (and groups) to solve more readily
a range of pervasive collective action
dilemmas, “social cohesion” renders
society more efficient and effective

in its political deployment of finite
economic (and other) resources,

and enhances its capacity to respond
more constructively to various sorts
of crises. Though not without impor-
tant downside features, Dayton-
Johnson argues that — all else being
equal — societies with higher stocks
of social cohesion are generally hap-
pier, healthier, and wealthier.

Social Cohesion and Economic Prosperity
manages to be at once a useful,
insightful, and frustrating book. It is
useful, because it summarizes a con-
siderable number of academic articles
and policy reports, and presents their
findings in an accessible manner. It

is insighttul, because it makes connec-
tions within and across different social

science disciplines that need to be
made more often than they are. It is
also frustrating, however, because it
never quite finds its voice, seeking

to simultaneously please academic
economists (with its disproportion-
ately long discussions of game theory,
thereby putatively giving it a “rigor-
ous” intellectual foundation), general
readers (with its brisk overview of
complex issues and folksy references
to popular culture), and pragmatic
politicians (with its laundry list of
broad “policy implications”).

While laudable in principle, in practice
reaching out to these very different
constituencies is a tough challenge

for even the most seasoned writer, and
in the end I suspect Dayton-Johnson's
noble but rather ungainly quest to
speak to everyone has left him reach-
ing none of them particularly well. It
is worthwhile elaborating on each of
these three responses.

Dayton-Johnson has written a (poten-
tially) useful book, not least because
the range and volume of published
material on the social dimensions of
economic life are literally increasing
exponentially each year. Those new
to the field simply cannot pick up the
latest article or report and hope to be
quickly brought up to speed on the
various ways and means by which
scholars and practitioners are address-
ing these issues. Dayton-Johnson is
familiar with many of the key works
from these different fields, and has
performed a valuable service (espe-
cially for students) by accurately (if
somewhat uncritically) conveying
their core findings and messages.

Moreover, in seeking to not only sum-
marize but synthesize, he also provides
the reader with important insights
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supported by several different studies,
the significance of which are not
readily apparent when one remains
ensconced within the confines of a
single discipline or sub-field (as most
scholars, unfortunately, are wont to
do). In and of themselves, Dayton-
Johnson's insights — that citizens
from societies with lower levels of
inequality are likely to be healthier,
that “more trusting” societies are also
likely to be more prosperous, that edu-
cation is good for social cohesion —
are not especially new, but as a pack-
age they have a compelling logic and
coherence. Echoing Amartya Sen, Day-
ton-Johnson’s recognition that “knit-
ted warmth” can matter for intrinsic,
as well as instrumental, reasons is also
commendable. The chapter on the
potential and pitfalls of “scaling up”
is particularly strong (albeit rather
short, given its policy significance).

For all these positive aspects, however,
the book has several persistently frus-
trating weaknesses, of varying degrees
of severity. First, Dayton-Johnson relies
too much on the findings from cross-
country growth regression studies, and
is conspicuously deferential toward
this methodological approach. Such
studies had their heyday in the mid-
1990s, and are useful for generating
stylized facts (and thus are strategically
significant in the early stages of an
intellectual campaign), but little more.
Most serious students of growth recog-
nize that the policy challenge is to
respond to specific problems in spe-
cific countries or contexts, and that
this in turn requires specific knowl-
edge of that country or context —
something generalizations gleaned
from cross-country growth regressions
inherently cannot do.

Second, while it is obviously impor-
tant to have a firm intellectual base
for one’s argument, Dayton-Johnson
subjects readers to a relatively long
and early discussion of the micro-
foundations of macroeconomic out-
comes via game theory, in what
appears to be primarily an attempt
to impress (or at least maintain the
attention of) his academic economist
colleagues. To the extent it is needed
at all, this material should have been
consigned to an appendix, where the
interested reader could have followed
up as needed.

Third, this episode bespeaks the
larger problem of the author’s less
than stellar attempt to engage very
different groups of readers consis-
tently. I suspect academics will be
suitably intrigued by the empirical
studies, but find the general tone
overly conversational. Lay readers
will perhaps enjoy this latter feature,
but be distracted, even bemused, by
the discussion of game theory and
the meandering line of argument.
And, for their part, policy-makers
and practitioners will appreciate the
author’s attempts to ground his analy-
sis in real-world examples and some
field work, but find precious little
guidance regarding how they might
implement any of the “policy impli-
cations” — better schools, more
progressive income redistribution,
stronger safety nets, and labour stan-
dards — he divines, few of which
are distinctively associated with (or
can be derived solely from) a social
cohesion perspective.

The real value-added of a social cohe-
sion perspective, it seems to me, is in,
first, documenting why such policies

are not implemented more often than
they are (i.e., why “good politicians”
regularly find themselves presiding
over “bad policies”), and second, pro-
viding context-specific examples of
how “social cohesion” has actually
been sparked, nurtured, and sustained
in particular communities, and the
role (if any) that external agents
played in these processes. Canada

has actually initiated some of the
world’s most innovative policy
experiments on these very issues but,
unfortunately, Dayton-Johnson makes
no mention of them. His excessive
reliance on one form of empirical
evidence and one theoretical base
(even if these are used in different
disciplines) seems to have muted his
capacity to reach his desired audience
of academics, citizens, and policy-
makers effectively and, most disap-
pointingly, rendered him largely
silent on the crucial “how” questions
of policy implementation.

Social Cohesion and Economic Prosperity
arrives at a time of great interest in
the social dimensions of economic
life. As a general introduction to the
core ideas, it provides a sensible and
informative overview, but in attempt-
ing to please too many masters
inevitably ends up satisfying only
some of them some of the time. It
will be most useful for undergraduate
students and the educated lay public,
especially in Canada (from where most
of the everyday, if not policy experi-
ment, examples are drawn), and will
hopefully inspire future work on this
important issue.
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erhaps no aspect of social capital
Phas been more avidly debated

in recent years than its implica-
tions for political participation and
the health of liberal democracy. This
is due, in large part, to the work of
the Harvard political scientist Robert
Putnam. However, much of this
debate has not paid attention to
the differences that gender makes
to patterns of social capital and
political participation. The contribu-
tions of a recent conference at the
University of Manitoba have made
an important and exciting step in
addressing this gap.

Participants at the Gender and Social
Capital conference, held last May in
Winnipeg, included political scientists
and sociologists from Canada, the
United States, and the United King-
dom. The conference was sponsored
by the Social Sciences and Humanities
Research Council of Canada (SSHRC),
together with various partners at

the University of Manitoba and
McGill University.!

The conference problematic was
framed around Robert Putnam’s
understanding of social capital and
his intriguing work on its implications
for democracy in the United States
(first published in a 1995 article
“Bowling Alone” and developed
into a book-length treatment with
the same title in 2000). Putnam
understands social capital to consist
of social networks and the norms of
reciprocity and trust that arise from
them. He argues that social capital,
particularly in terms of formal asso-
ciational activity, builds up habits

of social cooperation and social trust
that, in turn, lead to greater levels of
political participation. His empirical
findings suggest that thanks to tech-

nological and social change, the
United States has experienced a
steady decline in social capital over
the past several decades, undermining
the levels of political participation
and the well-being of democracy in
that country.

Barbara Arneil, a professor with the
Department of Political Science at

the University of British Columbia,
opened the conference with a critique
of Putnam’s account of social capital
and the state of American democracy.
For Arneil, Putnam’s story, with its
implicit portrait of a lost golden age
of American community life in the
1950s, seems less convincing when
viewed through the lens of race or
gender. She contends that, over the
last several decades, patterns of associ-
ational activity and political participa-
tion for women reflect a change to a
better society — one that is more just
and inclusive. Arneil levels the familiar
charge that Putnam’s account of a
decline in membership of traditional
associations fails to capture the new
patterns of participation. One example
she offers is that of the Girl Scouts of
America, not included by Putnam in
his study of membership rates. While
the Girl Scouts are not a new organiza-
tion, they nevertheless went through
a major transformation to be a more
inclusive and open organization, and
membership has flourished in recent
years (in contrast to many traditional
women'’s organizations that Putnam
includes in his study).

One of the strongest contributions

to the conference came from Vivien
Lowndes, Professor of Local Govern-
ment Studies at De Monfort University
in the United Kingdom. Lowndes
notes that social capital, as with
gender studies, gives a sociological
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account of political life. Despite this
common starting point, many gender
scholars have been somewhat suspi-
cious of much of the social capital
literature given its blindness to gender
differences. In the context of political
participation, much of the work on
the level of social capital and its
impacts has focused on large national
or regional trends that have not

paid enough attention to different,
context-specific patterns of distribu-
tion. Lowndes contends that looking
at gender reminds us of how little is
in fact known about how social capital
works, and under what conditions,

to enhance democracy.

In the United Kingdom, national
aggregates seem to show men and
women with similar levels of social
capital, but Lowndes finds that these
data obscure differences in patterns
and applications of social capital. A
closer examination reveals that men
and women tend to have social capital
that is structured very differently and
used for different ends. Further, she
has found that even when men and
women have developed similar net-
works of social capital through being
active in their community, once they
cross the boundary into involvement
into political activity, women are less
likely to “spend” their social capital on
climbing the ladder into senior formal

roles then are men with similar back-
grounds. Lowndes suggests we need to
know more about the factors, such as
institutional design, that may trigger
or suppress the mobilization of social
capital. More study is needed to exam-
ine how these factors operate in rela-
tion to different social groups, and
whether they can be influenced by
policy-makers and citizen groups.

Canadian evidence of a like nature was
reported by Elisabeth Gidengil and
Elizabeth Goodyear-Grant, from the
Department of Political Science at
McGill University. They have found
that similar average rates of partici-
pation in formal organizations mask
important gender differences. Men
tend to belong to larger and more
heterogeneous organizations focused
on work and the economy, while
women tend to belong to more homo-
geneous, domestically oriented organi-
zations. Women’s patterns of informal
networks also differ from men’s, with
women'’s networks tending to be
smaller and more focused on commu-
nity and care activities than work and
recreation. This means that women
generally have less rich bridging ties,
and more redundant sources of infor-
mation - information being a key
asset offered by one’s social capital.
One might expect that these differ-
ences could account for the gender

gap in political knowledge that exists
in Canada. However, on the basis of a
national survey, the presenters found
that a gender knowledge gap remains
even when women and men have
equally diverse networks (even con-
trolling for other variables like age,
education, income, region, etc.). Rein-
forcing the point made by Lowndes,
this suggests the need for more study
on why men seem to get a bigger
return on their investments in social
capital than women.

There is not the space here to summa-
rize all of the important contributions
made at the Manitoba conference.

In general though, this event clearly
demonstrated that we have much to
learn about how social capital oper-
ates, and the ways in which specific
contexts impinge on the potential
both to generate and to spend social
capital. This seems to point toward the
need for more micro-level studies of
the workings of social capital and the
difference that gender makes.

Note

1 For more information, consult
the conference Web page
http://www.umanitoba.ca/gender_
socialcapital/. Accessed June 9, 2003.
Proceedings from the conference will
be published in an edited collection.
For more information, contact Professor
Brenda O’Neill at the Department of
Political Science, University of Manitoba.
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Social
Inclusion,
Social Capital
and the New
Social Policy

Queen’s International
Institute on Social Policy
August 19-20, 2003

Catherine Demers!
Policy Research Initiative

Catherine Demers
is a Senior Policy Research Officer
with the Policy Research Initiative.

The annual Queen’s International Institute on Social Policy brings together
senior policy-makers and leading researchers to review recent research findings
and discuss major directions in social policy. This year’s conference was organized
in partnership with Human Resources Development Canada and the Policy

Research Initiative.

he conference included two
I days of lively discussions and
debates on the merits and limi-
tations of various approaches for inte-

grating social inclusion and social
capital perspectives into social policy.

The Relationship between
Low-Income and Social
Inclusion/Exclusion:
Concepts and Trends

Peter Hicks from the Policy Research
Initiative introduced a framework for
understanding poverty within the
broader concept of social exclusion,
one that concentrates on the intersec-
tion of low income and obstacles to
social, economic, and civic-political
participation. Such a framework offers
a more complete, yet manageable
approach for analyzing policies that
affect the causes and consequences

of poverty and social exclusion, and
provides an opportunity for applying
multiple lenses and a life-course
perspective to the analysis, thus
going beyond the income at a point
in time perspective.

The latest data on income dynamics
presented by Garnet Picot from Statis-
tics Canada allow us to view a new
picture of persistent poverty among
members of the five at-risk groups.
While the focus on at-risk groups is

a useful tool for guiding certain reme-
dial and prevention policies, it was
acknowledged that indicators of
exclusion are still primarily based on
income, and we would benefit from

an exercise aimed at identifying more
direct measures of exclusion.

Approaches for Addressing
Poverty and Social Exclusion

On the different approaches for
addressing and measuring poverty

and social exclusion, Robert Haveman,
of the University of Wisconsin, pre-
sented an analytic measure he has
developed called “capability poverty.”
This measure describes the poverty
that would be left over if labour mar-
kets were working perfectly (i.e., if
everyone worked full-time, full-year).
This distinguishes low income due to
lack of demand, from the supply issues
of deficits in human and social capital.
Haveman argues that the lack of
human capital gets close to the real
substance of exclusion.

Inspired by a more European concep-
tualization that links poverty to a lack
of citizenship rights, Francois Blais, of
the Université Laval, spoke about the
rationale and merits of a basic income
(also known as citizenship income) for
addressing the poverty trap and work
disincentives arising from marginal
tax rates. Essentially, a basic income
would replace targeted transfer
systems with a universal allowance
(non-means-tested). This approach,
while very costly and difficult to attain
in the medium term, places emphasis
on issues of current policy concern,
such as a social investment approach
to social policy, the role of collective
responsibility and individual rights,
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and the development of assets over
the life course to account for tempo-
rary loss of income from work.

On the role of education for tackling
social exclusion, Janet Curry, of the
University of California argued that
early interventions may be a more
effective way to equalize outcomes
than interventions taken later in life.
The evidence is quite mixed. Some
“boutique” head start programs in the
United States have been effective, but
there is, as yet, little evidence of the
long-term effects of large-scale head
start initiatives. Medium-term effects
have been mixed, with some groups
gaining, but the benefit for other
groups fading quite quickly. Barbara
Wolfe, of the University of Wisconsin,
concluded that investments in school-
ing have substantial payoffs in terms
of future well-being. Investments in
health are particularly important in
preventing exclusion. Investment in
learning among disadvantaged adults
has had mixed results.

Social Inclusion and Policy
Choices

With the progressive enlargement of
the inclusion problematique, policy
challenges have become more com-
plex and difficult to address. Policy
responses can no longer exclusively
be related to meeting material needs;
they also require an understanding
of the interrelationship between eco-
nomic, social, and cultural exclusion.
Kim Sharman, Assistant Deputy
Minister of Employment, Income
and Housing in the Government of
Manitoba provided, in essence, a case
study on Manitoba'’s approach for
integrating a social inclusion perspec-

tive into policy through, in particular,
the amalgamation of their Family
Services and Housing portfolios.
Cynthia Williams, Assistant Deputy
Minister of Strategic Policy at Human
Resources Development Canada,
presented a review of how the notion
of social inclusion has evolved over
the years in Canadian policy and the
political discourse. This review demon-
strated the difficulties that arise from
the fact that the nature of inclusion
challenges has changed, that a new
kind of integration is needed, and that
quite new approaches to implemen-
tation are needed, particularly with
regards to bringing non-government
players into the tent.

Social Capital in Policy and
in Practice

In the social capital portion of the
conference, Jeff Frank, from the Policy
Research Initiative, presented a net-
work-based approach for defining

and measuring social capital for policy
purposes. He argued that a leaner
definition of social capital, inspired
by the work of Pierre Bourdieu, allows
us to better distinguish this concept
from other forms of capital and its
potential effects, and offers a more
practical approach for understanding
how social capital is developed and
exploited at the individual and com-
munity levels. Michael Woolcock,

of the World Bank, provided some
useful insights on the opportunities
that governments have for influencing
the creation and use of social capital
among individuals and communities.
He emphasized the importance of dis-
cretionary decisions made by front-
line service delivery employees who
forge linkages and relationships with

the population. He argued that these
linkages (i.e., linking forms of social
capital) are essential to the effective
implementation of policies and pro-
vide citizens with important access
to different institutional and power
structures in society.

Representatives of national and
Ontario-based foundations (Tim
Brodhead, Ratna Omidvar, and Hilary
Pearson) presented practical examples
of social capital in action. Discussions
focused on the need to ensure that
feedback mechanisms are in place

for integrating lessons from best
practices at the local level into policy
development and program delivery.
While foundations and other local-
level organizations are often creating
social capital through community
resources and network-building prac-
tices, governments do not sufficiently
take this information developed by
these resources back into the system.

The Changing Social Policy
Process

The last panel session brought to

the debate critical dimensions in the
process of social policy development
related to the triangle of the courts,
the Charter and civil society. Presen-
tations by Morris Rosenbeg, Deputy
Minister, Justice Canada, Tsvi Kahana,
University of Alberta, and David
Lepofsky, Chair of the Ontarians
with Disabilities Act Committee,
highlighted the large limitations

of the use of the courts alone for
advancing social policy, particularly
for individuals not represented by
strong organizations. The importance
of strengthening the role of civil
society in the process of social policy
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formulation and the achievement
of human rights was reiterated on
numerous occasions.

Conclusion

The conference highlighted the
importance of finding the right bal-
ance between national approaches
and bottom-up, community-driven
approaches to social policy. The need
to better integrate the voices and
experiences of non-governmental
players in the formulation of public
policy was also emphasized. Other
areas needing work include the neces-
sity of a comprehensive framework
for understanding the interaction
between different forms of exclusion,
while maintaining a hierarchy of
objectives. This hierarchy would span
elements ranging from defining social
cohesion as an overarching societal
goal, to social inclusion as a policy
objective that includes civic, political,
cultural, and economic participation,
to poverty reduction as an underlying
objective for achieving social inclusion
and, finally, to the development of
social capital as one of several instru-
ments for assisting the poor and the
excluded in building the assets they
need to participate fully in society.

Note

1 Conference presentations, including
summary reflections and speaker infor-
mation can be accessed directly from
the School of Policy Studies Web site at
http://www.queensu.ca/sps/forum/qiisp/
qiisp.shtml. Accessed October 17, 2003.
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Nobody to Play With?

Time spent in isolation is, for most
people, only pleasurable in small doses.
Many of the things that people do in
their non-work time (from bowling to
choral singing) involve other people,
and are distinctly more pleasurable if
done with others; indeed many things
(such as playing cricket or poker) are
impossible without others. However, the
huge variety of leisure tastes that people
have means that individuals face the
problem of locating suitable leisure
companions — ‘somebody to play

with” — and of scheduling simultaneous
free time. Consequently, if paid work
absorbs more of other people’s time,
each person will find their own leisure
time scheduling and matching problem
more difficult to solve. Societies which
are better able to co-ordinate the level
and timing of paid working hours

may be better off in aggregate, because
they enable their citizens to enjoy more
satisfying social lives. To be specific,

our externality hypothesis suggests that
North Americans may work more hours
than Europeans partly because they are
more likely to have ‘nobody to play
with’ — because other North Americans
are also working more hours — and that
they are worse off as a result.

Stephen Jenkins and Lars Osberg. 2003.
Nobody to Play With? The Implications
of Leisure Coordination. Bonn: Univer-
sity of Bonn (IZA Discussion Paper

No. 850). This paper can be found at
ftp://ftp.iza.org/dps/dp850.pdf.
Accessed October 27, 2003.
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DATA FOR POLICY RESEARCH

Counting
Connections
that Count

Measurement
Challenges and
Data Gaps

Jeff Frank

Policy Research Initiative

Jeff Frank,

Project Director,

is the project lead for

the PRI’s Social Capital as

a Public Policy Tool project.

s noted in other articles in
this issue, the idea that par-
ticipation in social networks

can have positive consequences for
individuals, communities, and soci-
eties seems to resonate strongly with
researchers from a number of disci-
plines and within the policy commu-
nities of several countries. With the
right type and level of information,
there is potential that a social capital
lens could prove highly informative
for the development or adjustment
of programs and policy in a variety
of areas.

With input from consultations

with policy departments and various
experts, the interdepartmental project,
Social Capital as a Public Policy Tool,
is developing a proposed analytical
framework. This framework will be
presented, critiqued, and refined over
the coming months, with an assess-
ment of options for future data collec-
tion being carried out in parallel. Of
course, what we choose to measure
will depend on how we define social
capital, the framework within which
that definition is conceptualized, and
the policy research questions at hand.

Sources of Social Capital Data

The Canadian experience in social
capital measurement is already well
documented.! As in other countries,
the approach to official data collection
to date has been an inclusive one,
with information being gathered along
various dimensions of social capital
found in the literature. Although such
a multi-faceted approach is effective

in accommodating various definitions,
the risk is that we perpetuate a mud-
dying of conceptual waters and hinder
the potential utility of the concept.

Nevertheless, some highly useful
sources are already available or are
soon coming on stream. Among the
most directly relevant is Cycle 17 of
the General Social Survey (GSS) on
Social Engagement. This survey asks
various questions of interest to social
capital researchers, across several
dimensions of social capital. It will be
capable of producing estimates reliable
at the provincial level, and will sup-
port analysis of these indicators of
social capital for specific population
groups and other important factors. As
a result, we will soon have a statistical
profile of various dimensions of social
capital across Canada. The survey is in
the field, and results will be available
in the spring 2004.2

The Longitudinal Survey of Immi-
grants to Canada (LSIC) collected
extensive information about the social
networks and supports of newcomers
to Canada. LSIC completed its first
wave of data collection in 2002, and
initial results will be released shortly.
Subsequent cycles of the survey will
carry an expanded module on social
contacts, and will answer some impor-
tant policy-relevant research questions
about how new immigrants adjust to
life in Canada. Other useful official
sources include other cycles of the
General Social Survey; the National
Survey of Giving, Volunteering and
Participating; the National Population
Health Survey; the Canadian Commu-
nity Health Survey; the Ethnic Diver-
sity Survey; as well as the Adult
Literacy and Life Skills Survey.

Another source worth mentioning has
been developed by researchers at the
University of British Columbia. The
Equality Security Community Survey
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(funded by the Social Sciences and
Humanities Research Council of
Canada) is a random sample, tele-
phone survey of over 5,000 Canadian
adults dealing with civil society and
the formation of social capital. In addi-
tion, the survey included an oversam-

measures over time would provide
policy researchers with an extremely
powerful set of analytical tools.

It may also be important to collect
thematically targeted information,
either for specific populations (e.g.,
youth, recent immigrants, Aboriginal

Early indications suggest a need for micro-level data that existing

sources cannot provide.

ple of individuals in Canada’s main
immigration destinations (Toronto,
Vancouver, and Montréal), as well
as an oversample of people living in
several BC sawmill communities.

Directions for the future

Despite the availability of a number
of surveys, existing data sources will
unlikely be able to meet all our
policy research needs. The concepts
employed across these sources have
been developed independently and
often without clear theoretical under-
pinnings. So what information would
we collect in an ideal world? This will
depend on the operationalization and
framework we develop. Early indica-
tions suggest a need for micro-level
data that existing sources cannot
provide. By this we mean detailed
information on the nature and
extent of personal networks, their
characteristics, and the resources
accessed through these contacts.
Moreover, being able to track changes
in social capital over time through
longitudinal measurement would be
critical in making the connections

to different kinds of outcomes (e.g.,
economic, social, health). This level of
information linked to specific outcome

peoples) or for particular policy
domains (e.g., labour market, health,
justice). Various sources that are both
thematic and longitudinal already
exist, and may lend themselves to
incorporating additional content
related to social capital. These other
sources include the National Longitu-
dinal Survey of Children and Youth;
the Youth in Transition Survey; the
Longitudinal Survey of Immigrants
to Canada, the Survey of Labour and
Income Dynamics, and the National
Population Health Survey. Finally, pre-
liminary thinking also suggests that
a social capital module might also be
adapted to a special, occasional add-
on to an existing, large-frame survey
(e.g., Labour Force Survey, Canadian
Community Health Survey), thus
enabling the tracking of changes in
social capital over time, as well as
sub-provincial estimates.

The project, Social Capital as a Public
Policy Tool, is carrying out a feasibility
study to assess options for future

data collection. With a theoretically
informed framework, this could poten-
tially lead to a module of questions
that could be adapted and consistently
incorporated into existing survey vehi-
cles, or possibly form the basis of new

collection activities. In parallel with
content development activities, the
feasibility project is undertaking a
detailed analysis of methodological
options (i.e., frame, sample, survey
design) for future data collection.
Options being explored include:

* examining existing surveys and
frames to assess the feasibility of
finding adequate samples of the
populations of interest, with a
view to

o including a social capital module
as part of existing longitudinal
surveys,

o administering a social capital
module to a subset of respon-
dents of other survey frames;

e exploring the possibility of linking
to administrative databases or

to other surveys for outcome

measures;

e undertaking one or more special
surveys dedicated to covering the
target populations or policy
domains of greatest interest;

e using the census as a frame for an
initial post-censal survey, which
could then become an ongoing
program; and

e alternative approaches, possibly
involving smaller scale efforts
(e.g., a small sample of Canadian
communities).

In conclusion, we are quite fortunate
in Canada to have a number of data
sources already (or soon to be) avail-
able that will allow relevant analysis
of issues related to social capital. Infor-
mation across these sources, however,
has been collected with a variety of
notions of what social capital is.
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Efforts are well underway to develop
and build consensus around an opera-
tional definition, a conceptual frame-
work for understanding social capital’s
key components, its determinants and
its outcomes, as well as a set of indica-
tors using appropriate units of analysis
based on this framework. We need

to think creatively about the type of
information we would ideally collect
to answer key policy research ques-
tions and then develop the instru-
ments to meet those needs.

Notes

1 See for example Bryant and Norris (2002)
and van Kemenade (2003).

2 See Sandra Franke’s article, “Social
Engagement in Canada: Statistics
Canada’s General Social Survey, Cycle
17,” in this issue of Horizons.
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What To Do About Social
Capital?

In about 10 years, an amazing quantity
of literature has developed, mostly in
the United-States, on and about the
concept of social capital. Its promoters
build on the idea that social relations,
shared norms, values, and trust, facili-
tate coordination and cooperation
between individuals or groups. The
idea is not new. What is new is to con-
sider sociability and associational partici-
pation, norms, shared values, and trust,
as a stock of capital at the macro-social
level (region, and even country), and
to raise it as a unique principle able to
explain multiple economic and social
phenomenon. The promotion of this
approach, first undertaken by Robert
Putnam, and subsequently by the
World Bank and the OECD, praises

the positive impact of high levels of
social capital on well-being, economic
growth, health, government efficiency,
security and so on. In France, the con-
cept is beginning to appear in public
debate, but the response — so far — has
been relatively modest. This working
paper provides at first a presentation

of the current literature, focusing on its
main references. It ends with a critical
discussion of the concept, and questions
its implementation as an analytical and
statistical category.

Sophie Ponthieux. 2003. Que faire

du << social capital >>? Paris: Institut
national de la statistique et des études
économiques, NOF0306. This document
can be found at http://www.insee.fr/fr/
nom_def met/methodes/doc_travail/
docs_doc_travail/F0306.pdf. Accessed
October 30, 2003.
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As in other countries, such as Australia or the United Kingdom, the concept

of social capital is arousing growing interest within the Canadian government.
Statistics Canada has responded by devoting Cycle 17 (2003) of the General Social
Survey (GSS) to the theme of social engagement. The GSS is a regular program,
and it generally repeats the same theme on a five-year cycle to measure social
trends over time. However, this will be the first cycle devoted to social capital.
The content of the survey was developed on the basis of work by experts in social
capital, such as Robert Putnam and John Helliwell. The survey was also strongly
influenced by the work of the United Kingdom’s Office of National Statistics and
the Organization for Economic Cooperation and Development (OECD), particu-
larly when identifying the main dimensions of the concept.

ocial capital can be defined as

the resources that emerge from

the networks of social interac-
tions based on norms of trust and
reciprocity. These resources facilitate
the achievement of individual and col-
lective outcomes. These benefits may
be expressed in terms of well-being,
health, safety, democracy, or of acqui-
sition of economic or human capital.

This perspective raises questions as to
the role of networks of relationships
(horizontal and vertical) in the pro-
duction of strategic resources available
to individuals. For example, we might
ask ourselves what types of resources
individuals draw on from their net-
work of loved ones. From a collective
viewpoint, this perspective also raises
questions as to the dynamics of social
relationships in specific community
settings, the norms that underlie
those dynamics, and the outcomes
that emerge at a more aggregated
level. For example, we might try to
find out whether the well-being of

a community is associated with a
greater propensity for its members

to turn to their neighbours for help.
These types of questions assume

that individuals’ social behaviour

has a more far-reaching impact than
can be grasped from the economic,
political, and institutional perform-
ance of their community.

Taking the pulse of social capital in
Canada on the basis of a statistical sur-
vey is a major challenge, because the
dynamics of social relationships con-
tinue to be an elusive process, particu-
larly since the information is collected
on an individual basis. How do we
identify a person’s network and what
is being exchanged within it? How

do we account for the norms that
guide the production and use of the
resources within these networks? How
do we deal with respondents’ subjec-
tivity and describe the nature of the
social linkages within networks? How
do we translate these dynamics into
measurable outcomes at the individual
and collective level? Let us take a
closer look at three sets of measures
used in the GSS to make social capital
an operational concept: determinants,
dimensions, and outcomes.

Measuring the determinants
of social capital

First, the survey collected data on
respondents’ individual characteristics
that affect socialization. Here we are
thinking of socio-demographic char-
acteristics (age, sex, education level,
marital status, employment status,
income, housing tenure, province of
residence), ethnic origin, immigrant
status, or certain cultural characteris-
tics, such as language or religion.
Other data were collected to document
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the main background factors underly-
ing social participation such as length
of residence, shared values, participa-
tory experiences during youth, and
the motivation derived from parents’
participation.

By correlating these data with different
dimensions of social capital (which

we will see in the following section),
the GSS provides insights into several
relevant questions on the impact of
individual characteristics on patterns
of social affiliation (e.g., size, density
or type of networks) or on the more
formal experiences of social participa-
tion (e.g., contributory behaviours).

spread, diversity and stability of the
network, frequency and proximity

of contacts, degree and duration of
involvement, etc. Other data indicate
the presence of norms of trust and rec-
iprocity. Let us look in more detail at
the three types of social interactions
explored in the GSS.

Informal social networks

The first type of social interactions
originates in what are known as pri-
mary relations (with family, loved
ones, friends) and in broader social
contacts (neighbourhood, fellow
workers, acquaintances). Together,
these relations form informal social

The GSS explored three major types of social interactions that reflect
the dimensions of social capital: informal social networks, social

participation in groups and organizations, and participation in

political life.

We might also want to study the
propensity to trust within different
groups (family, network of friends,
neighbourhood, fellow workers,
strangers, province). Finally, we might
measure the power of individual char-
acteristics to explain the outcomes of
social capital.

Measuring the dimensions of
social capital

Drawing on the typology developed
by the OECD, the GSS explored three
major types of social interactions that
reflect the dimensions of social capital:
informal social networks, social parti-
cipation in groups and organizations,
and participation in political life. In
each case, the data serve to describe
the nature of the social interactions
(bonding, bridging, linking) as well

as the level of social connectivity pro-
vided by measures of attendance: size,

networks on the basis of which indi-
viduals mobilize resources. The GSS
looks at the number of significant
persons with whom respondents have
a relationship, the frequency and the
way in which they maintain their rela-
tionships with these persons (Internet,
face-to-face, telephone), taking geo-
graphical distance into account. One
question also measures the expansion
or contraction of the respondent’s net-
work. Finally, the survey investigates
the forms of informal assistance or
emotional support that operate within
these networks (babysitting, lending
money, rendering services, helping to
find a job, providing health care) by
drawing on hypothetical situations.

The following research issues might be
explored with these data.

e What is the connection between
the geographical distance and the

emotional distance between the
individuals?

e What association can be made
between the different norms of
trust and reciprocity and the spe-
cific configuration of the social
networks?

e Is there a correlation between the
isolation of some individuals and a
lack of trust in the persons making
up their network?

We will also be able to investigate
various hypotheses concerning the
connections between use of the infor-
mal network, the social environment,
and the institutional resources avail-
able to individuals. In addition to
comparisons between provinces, Statis-
tics Canada is studying the possibility
of including community profiles in
the data file using the postal code.
This would allow us to verify various
strong hypotheses on, say, the role of
neighbourhood dynamics.

Formal social participation

Formal social participation is under-
stood as social interactions that arise
in an organized participatory environ-
ment. In examining this participation,
we are better able to draw a profile

of collective social capital by question-
ing individuals on their helping role,
(their contribution to producing
resources for persons whom they
generally do not know, i.e., those who
are assisted). The GSS looks at respon-
dents’ membership in various types of
groups or associations, their charitable
activities and other, more official
forms of voluntary work. The survey
also measures the level of engagement
and the intensity of the participation
through questions on frequency,
change over time, and scope (active
participation “in person,” remote par-
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ticipation via the Internet, or indirect
support, such as through membership
or financial contributions.)

It is important to note that most of
the data contained in Cycle 17 of the
GSS have already been produced in
other Statistics Canada surveys (e.g.,
the National Survey of Giving, Volun-
teering and Participating, the Time
Use Survey, etc.). What is notable
about Cycle 17 of the GSS is that

it brings together the data relating

to social capital within the same sur-
vey, which will make it possible to
analyze links between the different
dimensions of the phenomenon.
Thus, for example, we can now
associate the data on formal social
participation with the data on infor-
mal sociability, or with certain norms
governing social relationships, such
as trust or direct reciprocity. We will
then be able to explore whether the
propensity to trust transcends the
various forms of social participation,
or whether it is instead associated
with specific types of involvement.
Finally, it will be useful to study how
the type of community (in terms of
the degree of urbanization, ethnic
diversity, socio-economic profile)
affects the different indicators of
social capital, such as level of trust

or community participation.
Participation in political life
Participation in political life is another
dimension of social capital. This one
explores the different forms of expres-
sion employed by individuals in deal-
ing with collective issues. Several types
of involvement are covered by the
GSS, ranging from the more tradi-
tional forms (voting, political activism)
to less conventional or emerging
forms of participation, such as boy-
cotting consumer products, partici-

pating in public demonstrations or
signing petitions. The survey is also
concerned with the level of interest
in issues of a political nature and the
use of various media to stay abreast
of these issues. It will be interesting
to associate different types of political
participation with other forms of
social participation, as well as with
the social environment and respon-
dents’ individual characteristics. Also
of interest are correlations with the
level of trust in the major institutions
governing Canadian society (the
justice, health, and social welfare
systems, the police, schools, banks,
large corporations, business people,
government, etc.).

Measuring the outcomes of
social capital

The outcomes of social capital are, in
a sense, the product of social interac-
tions. They are what these interactions
allow us to achieve, either individually

health status, stress level, degree of
happiness, level of satisfaction with
one’s life, ability to cope with events,
sense of belonging to one’s neigh-
bourhood, province or country,
sense of security.

These are reliable indicators for explor-
ing a number of issues with political
implications. What are the links
between social participation and an
individual’s health, economic well-
being, or social capital? Does the
homogeneity or heterogeneity of the
circle of friends and fellow members
of associations affect a person’s well-
being? Does the level of sociability (as
an indirect measure of social isolation)
have an impact on health and the
level of stress? Is there a correlation
between a sense of control over one’s
life and the level of social engage-
ment? What is the direction of this
relationship? What is the relationship
between neighbourhood ties, length of

The results can be expected to further broaden our understanding

of what exactly social capital is and how its various dimensions

can be translated into indicators useful for the development of

public policies.

or collectively. These outcomes are not
social capital. Rather, they result from
it. In a sense, they are a value-added
derived from the mobilization of social
capital by individuals. It is fairly diffi-
cult to identify the concrete outcomes
of the social capital of a given person
or group. What aspects of that person’s
situation are actually attributable to
the resources mobilized during his or
her experiences of interaction and par-
ticipation? As measurable outcomes,
the GSS has chosen to produce data
on traditional indicators of well-being:

residence, and the sense of belonging
to one’s community? Do these aspects
have an impact on community partici-
pation, trust, and well-being?

Depending on the viewpoint adopted,
these indicators of social capital out-
comes may also be seen as determi-
nants: we need to keep in mind that
social interactions are a dynamic
process in which the protagonists
change their situation, depending on
whether they are in the role of helper
or recipient. Thus, outcomes such as a
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feeling of belonging, control of stress,
a sense of security, etc. may alterna-
tively be seen as social skills (empow-
erment) that enable individuals to
develop abilities to relate and therefore
gain access to the resources that these
make possible. In the same way, some
determinants, such as income or trust,
may also be looked upon as resulting
from the mobilization of social capital.

Data available in spring 2004

Cycle 17 of the General Social Survey
is one of the first attempts to measure
social capital at the scale of a country.
The data collected will provide a
whole range of analytical opportuni-
ties for researchers and analysts who
venture to tackle this relatively new
field of research. However, it must be
kept in mind that until now, the con-
cepts measured in the Survey have
rarely been explored from an empirical
viewpoint, let alone from a statistical
viewpoint. The results can therefore
be expected to further broaden our
understanding of what exactly social
capital is and how its various dimen-
sions can be translated into indicators
useful for the development of public
policies. The data are scheduled for
release to the general public in the
spring of 2004. However, Statistics
Canada is considering the possibility
of publishing some preliminary results
in the coming months.

Note

1 For more information on Cycle 17 of the
GSS, contact Susan Stobert, Manager,
General Social Survey, at (613) 951-6496
or susan.stobert@statcan.ca.
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BOOKMARK

Better Together

In his national best seller Bowling Alone,
Robert Putnam decried the collapse of
America’s social institutions. But while
traveling to promote that book, one
question came up at every appearance:
what can we do to end the atrophy of
America’s civic vitality. What can bring
us together again?

Seeking an answer to this question,
Putnam, a professor of public policy

at Harvard, with the assistance of
coauthor Lewis Feldstein, who has a
long and distinguished career in civic
activism, visited places across the coun-
try where individuals and groups are
engaged in unusual forms of social
activism and civic renewal. These are
people who are renewing their com-
munities and investing in new forms of
social capital. Better Together describes
a dozen innovative organizations from
east to west and north to south that
are re-weaving the social fabric of the
United States, and brings the hopeful
news that civic institutions are taking
new forms to adapt to new times and
new needs.

Robert D. Putnam and Lewis M.
Feldstein with Don Cohen. 2003.
Better Together: Restoring the
American Community. Cambridge
MA: Simon & Schuster. Information
regarding this book can be found

at http://www.bettertogether.org/
about.htm. Accessed October 30, 2003.
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Conferences The Opportunity and Challenge of Diversity:
A Role for Social Capital?

November 24-25, 2003

Fairmont Queen Elizabeth Hotel, Montréal, Québec

The PRI, jointly with the Organization for Economic Cooperation and Devel-
opment (OECD), and in partnership with federal government departments, is
organizing an international conference to examine the role of social capital in
the social, economic, and political participation of immigrants and to discuss
broader implications for public policy. Specific themes to be covered include
the effects of social capital on the labour market and education outcomes of
immigrants and members of ethno-cultural communities, ethnic networks,
community development and neighbourhood dynamics, civic engagement
and political trust among diverse ethnic groups, and the role of government
and stakeholders in fostering social inclusion in pluralistic societies through
the development of social capital.

The conference will begin with a one-day workshop on the measurement
of social capital in the context of immigration and diversity. The conference
program and registration information is available on the PRI Web site at
<http://policyresearch.gc.ca>.

Exploring the Promise of Asset-Based Social
Policies: Reviewing Evidence from Research
and Practice

December 8-9, 2003

Hotel Chéateau Cartier, Gatineau, Québec

The PRI, in partnership with several federal departments and organizations,

is organizing a conference to examine the potential role of asset-based policies
in addressing poverty and social exclusion. The main objective will be to take
stock of current knowledge from Canadian and international research, policy
and practice on asset-based approaches (saving programs for individual devel-
opment, learning, housing, etc.), in the context of poverty prevention and
reduction, and to assess their potential merit and implications for social policy.

As the program develops, details on the conference will be posted on the PRI
Web site at <http://policyresearch.gc.ca>.
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PRI _SSH RC The PRI-SSHRC Policy Research Roundtables is a joint effort by the Social
Science and Humanities Research Council (SSHRC) and the Policy Research
] Initiative (PRI). Its objective is to improve the quality of knowledge transfer
POllcy between experts from academia and those responsible for the design and develop-

R h ment of federal policies and programs.

esea rc The PRI-SSHRC Policy Research Roundtables exercise provides a unique venue for

Ro n dt abl es informed discussions on key emerging policy priorities and policy research issues.
u In addition, it will contribute to the development and maintenance of networks

between key policy researchers and senior policy personnel.

Assessing a Network-Based Approach to Social
Capital from a Policy Perspective
October 20, 2003

How Does Poverty Research Translate into Policy?
November 14, 2003

Expanding Regulatory Cooperation with the
United States

December 11, 2003

Life-Course Based Policies-The Solution for an
Aging Society?
January 30, 2004

Moving Towards a North American Customs Union
Early 2004, exact date to be confirmed later

The PRI-SSHRC Roundtables are by invitation only. For more information on the
roundtables, contact Bob Kunimoto at 613.943.2401 or by email at
b.kunimoto@prs-srp.gc.ca.
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