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Social Capital: Theoretical Foundations of Identification and Regulation 

 
The article is devoted to solving the problem of the identification and regulation of the national 

economy’ social capital as the totality of the structured social and economic relations, based on the mutual 
informal institutions (norms and values), the compliance of which brings the benefit to the subjects of the 
relations in the form of the social rent, expressing the size of savings from restructuring of the institutional 
institutions and organizations on the basis of the clear specification of property rights, creation of the 
organizational structures, that ensure their effective exchange, comparison and saving of costs, arising in the 
process. In the basis of the state regulation of the social capital relies the process of the planned development of 
its main elements – trust, norms, rules, social relations, goodwill, culture. 
social capital, functions of social capital, regulation of social capital 
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Statement of the problem. The category “capital” is one of the most widely used in 

modern framework fundamental theoretical and applied practical research. Its application 
requires the use of a balanced multi-component and multi-subject historical and logical 
approach. The impact of certain phases of the development of social relations on 
understanding of the essence of this basic concept has significantly influenced the 
development of a modern dynamic and cognitive approach to understanding capital. Its 
definition continues to be specified and renewed due to the implementation of sophisticated 
accents and changing priorities in the approaches to formulating scientific viewpoints of 
different authors. 

The social capital of the national economy – the totality of the structured social and 
economic relations, based on the mutual informal institutions (norms and values), the 
compliance of which brings the benefit to the subjects of the relations in the form of the social 
rent, expressing the size of savings from restructuring of the institutional institutions and 
organizations on the basis of the clear specification of property rights, creation of the  
organizational structures, that ensure their effective exchange, comparison and saving of 
costs, arising in the process. Functions of social capital: the ability to reduce the transaction 
___________ 
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costs by increasing the level of trust; the provision of access of the subjects to the goods and 
values, the significant increasing of the value of the existing resources, reducing of the costs, 
due to the access to them; facilitating access, overcoming the phenomena of the imperfection 
of the market information, its inaccessibility, secrecy, unilateralism; increasing the confidence 
to the state institutions, the consolidation of the society, increasing the level of the social 
stability, the acceleration of the economic development. 

The growth of the social capital has as consequence the reduction of the  “friction 
forces in the economy”, expressed in the economy of the transaction costs, savings from the 
reconstructing institutions and organizations based on the clear specification of property 
rights, creation of the organizational structures to ensure their effective exchange, comparison 
and cost savings arising in this process. 

Analysis of recent researches and publications. The first approach to study the 
subject as a scientific research was carried out by Hanifan in 1916 [14]. He studied concepts 
relevant to the category, their meaning and influence on the processes of social development. 

Numerous researchers who study the economic nature of social capital of national 
economy (SCNE) phenomenon can be conditionally assigned to one of the three directions: 

– Bourdieu's followers understand its essence mostly as “…a set of real or potential 
resources that are associated with a stable network of [durable networks] more or less 
institutionalized relationships of mutual acquaintance and recognition… or, in other words, 
group membership” [1]. The value of social capital (SC) is seen in the usefulness when it 
provides certain benefits to its consumer. The scientist calls these kinds of resources “the 
ability to dispose necessary conditions and prerequisites for practice; … the structure of 
domination and power over other agents” [1], linking them with the possibility of 
strengthening the position of a person in society as a whole, developing other types of capital, 
increasing their position in the network, prestige, influence and importance. The peculiar 
viewpoint of the followers of this strand of research is that they investigate the results or 
consequences of using capital as an individual characteristic for a particular personality, that 
is SC carrier; 

– Coleman's followers [3] do not specify a single definition of the category. They 
focus on the functions and usefulness of SC as the unity of personalized human and group 
(organization) resources. In contrast to Bourdieu's position, the implementation of SC is 
associated not only with positioning itself in society, but mostly with the function of 
convenience of using it as a public resource, public welfare in order to facilitate personal 
activity of economic entity at macro-, meso- and microeconomic levels of management. That 
is why they distinguish SC sources, such as trust and establishing relationships, the descent of 
man and the history of his or her descent. Regardless of the point of view on understanding 
the SC essence, it should be acknowledged that followers of all aspects of the study of this 
phenomenon are unconditionally acknowledge SCNE as the source of power and welfare; it 
originates and exists only under the conditions of mutual relations among people; 

– Fukuyama's followers focus on the network of moral relationships “trust among 
groups of individual agents who share informal norms or values ... <...> norms and values can 
range from simple principle of reciprocity between two friends to the complex value systems 
created by organized religions ...” [9]. The followers of this scientific field consider SCNE as 
public resource and define it as informal norms and values. They understand it as a property 
not so much of an individual, but as a resource for the development of associations and entire 
states. The source of the SC is natural co-operation of people, their integration into self-
governing groups to collectively address important issues based on compliance with 
obligations, compliance with norms of reciprocity, and avoidance of opportunistic behaviour. 
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The implementation of an alternative approach allows classifying options for determining the 
content of SC from the standpoint of identifying the ultimate goal of functioning that is the 
formation of social networks, social norms and values. 

A number of researchers of the processes of state regulation of increasing SCNE have 
noted the peculiarities that extend the study of its significant differences in comparison with 
the alternative types of capital resources/assets of the steady increase of individual and 
collective welfare of the nation: 

– SCNE system of elements as an object of forecasting/design requires definite 
arrangement according to certain classification features (Fig. 1); 

– social investment (in the broad sense of the word) occurs at the same time, in the 
form of funding the formation of social capitl, human capital, and transitional/mixed forms of 
these two types of capital; 

– it is necessary to find out the nature of the investments in SCNE in terms of 
characteristic features of the process of transformation of investment expenditures into 
expenses for the formation of profitable intangible (intellectual interpersonal) assets, which 
are expected to pay off in future. Counterparties that incur the cost of forming SCNE tend to 
assume predominantly moral obligations. In future, the realization of the obligations, with 
high probability, but not automatically, generates counter-obligations because of the potential 
for their managers to obtain additional benefits; 

– conscious regulation of investing processes requires logical sequence of 
determining the value of investments in SCNE, its transfer to gross costs, differentiated 
calculation of the efficiency of profitable (in the process of comparing the value of property 
titles or specific goods with incurred costs), as well as unprofitable investments (patronage, 
mutual help, volunteer work, etc.); 

– a clear distinction should be made between mandatory social costs of the 
institutional sector of governmental authorities, which are carried out by budgetary funds, and 
public expenditures that are legitimately regarded as social investments; 

– when making social investments, account should be taken of the non-static 
unbalanced and complex cause and effect chain of realization of the whole set of social 
phenomena with forced or unforced violations of the established logic of events that is 
generated by the society as a whole. At the same time, there is a high capacity of meaningful 
and meaningless events; the number of external manifestations of social phenomena is very 
large and ambiguously interpreted. All of them can be violated in one way or another, except 
for sociological. The model should include the results of psychological, political, economic, 
medical, pedagogical research and the like; 

– the established approaches to the measurement of SCNE are considered 
unsatisfactory and outdated, that rapidly lose their relevance because they do not reflect flows 
in the value of capital; instead, an approach (for example, a cognitive approach to modeling J. 
Forrester's system dynamics [15]) is proposed, according to which SCNE elements are treated 
not as absolutes with qualitatively implicit changes, but as relevant which include the detected 
changes in the scale of the phenomenon; 

– for updating methods of forecasting and programming of a set of processes in the 
environment of SCNE functioning, as a complex system with nonlinear feedbacks, methods 
of system dynamics (with graphical diagrams of causal relationships and global effects of one 
parameter on the other in time) are used [13; 10; 11], with some caveats. G. Gordon's Discrete 
Event Programming (GPSP (Global Purpose Simulation System)) method, as well as the 
latest techniques of agent-based model (ABM) bottom-up simulation [6; 7; 18; 19], and the 
influence of performance agents on the global behaviour of the system as a whole; 
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Figure 1 – SCNE elements as an object of forecasting and programming 

Note: HC - human capital 
Source: summarized by the author on the basis of [1; 3; 9; 21]. 
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– the study of transactional costs of the national economy hold a special place in the 
studies. The decrease of the costs actually serves as a source of social investment returns in 
the amount of the increase in the value of SCNE; 

– a detailed study of the cycle of groups of cause and effect relationships of 
transformation processes in the process of simulation of SCNE, as well as the behaviour of 
decentralized agents involved in its formation is necessary. It is also necessary to study the 
features of manifestation of main prototypes of relations among individuals and social groups 
that cause a direct impact on the formation of SCNE. The causes of uncertainty in social 
investments, institutional environment of social capital formation in all its various forms, 
functional forms, and multivariate identifying promising strategies for transformation of 
social capital are also an important field for investigation. 

Statement of the objective. The aims of publication are to justify and develop 
theoretical positions, methodological approaches and scientific and practical 
recommendations on regulation (forecasting and designing) of the social capital at the level of 
the national economy.  

The main material. Basic model of SC micro-level [17] considers it as a set of 
functioning of three components. The issues of strength of the group members' connections 
with other individuals, the inclusion of individuals in social networks, the degree of density of 
the social networks are considered in the process of studying structural component. Cognitive 
component, which is a passive reflection of organizational culture, consists of language, 
thesaurus and narratives shared by the group members. Relational component is represented 
by trust, social norms, level of identification with the group, commitments and expectations. 

The cognitive component also includes the relative component. In this case, it consists 
of norms, values, attitudes, beliefs of a person facilitating joint activity, perception of help and 
support, reciprocity, willingness to share resources and trust within the group. 

Cognitive SC has two levels: individual level as a basic willingness to cooperate and 
group level as a successful collective interaction. The preconditions to form SC at the 
personal level are: the willingness to cooperate (the tendency to trust others, help, care for the 
well-being of the environment, take on social responsibility, etc.), the willingness to defend 
their interests (non-aggressive confidence (persistence) in the process of self-interest, the 
obligation of mutual services such as assertiveness, cognitive flexibility, ability to adapt and 
interact effectively with the workgroup. 

Examples of complete, valid, open methods of measuring cognitive SC at the 
community level of neighborhoods that compactly reside in a particular territory 
(neighborhoods, satellite cities, villages, urban settlements, etc.) are the 7-scale A-SCAT 
(Adopted Social Capital Assessment Tool) and the 8-scale ONYX. Based on the results of the 
studies, graphs of relationships between the scales are displayed, showing level of correlation 
r and the level of their significance p. Cognitive SC of the group level is formed under the 
condition of high level of cognitive SC of individual level, as well as understanding of the 
collective goals by the members of the work groups and the availability of agreement 
regarding the means to achieve them. 

The macro-level SC provides formal relationships and structures that include the rule 
of law, legal system, type of political regime, level of decentralization, and the level of 
participation in the political process. It should be noted that a unified methodology for 
measuring SC level and “generalized confidence” at the macroeconomic level has not yet 
been developed. This is explained by the fact that misunderstanding permeates not only the 
sphere of calculation of the components of the final formula and the dimension of the results, 
but also their interpretation. Recent methods can only provide the coefficient with a range of 
normative values that allow formulating judgments about the “manifestation level” of SC in 
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society, the extent to which citizens are involved in social networks and the nature of their 
interaction. 

The main methods of quantitative measurement of SC are to calculate its level on the 
basis of “distal” and “proximal” Putnam indicators, SOCAT method, Fukuyama “confidence 
radius”, and rating index. 

The following definitions include more detailed characteristics of SC types: 
– bonding social capital (BoSC) includes social networks of micro- and cognitive 

levels of closely and strongly interconnected individuals (within a family, a highly identical 
homogeneous ethnic group) of homogeneous groups formed and used to maximize daily life 
easiness (“getting by in life”) [22]. The sources of information on the structure, origin and 
quality of personal social connections within the framework of the formation of objects of SC 
are the results of conducting basic social research of the economical entities, the analysis of 
self-centered social networks, etc. The mechanisms of BoSc implementation are the provision 
of social (emotional, instrumental, evaluative and informational) support, normative guidance 
through manifestation of standards of behavior within the group, demonstration of potential 
roles in real life, personal contacts, psychological and physiological factors; 

– bridging social capital (BrSC) are social networks of remote individuals who are 
poorly connected through cross-cutting, more meaningful than family, relationships (business 
partnerships, acquaintances, handshake acquaintances, friends from other ethnic groups), 
which can be used to get on in life (“getting ahead”), to organize a “social lift” channel [16]; 

– linking social capital (LSC) includes social networks of cohesive individuals who 
occupy different positions in hierarchical structures. Their membership facilitates access to 
get support from official institutions [20]. 

Large-scale measurements of the parameters of SC functioning at the meso- and 
macro-levels of the national economy have recently been carried out with sufficient 
frequency.  

Turning to the practical plane of quantitative measurement and regulation of the 
SCNE, it should be noted that one of the most universally representative indicators of its 
functioning in society is generalized (consolidated) trust.  

Unlike the specific in-group trust, directed onto certain situations or groups, the 
generalized out-group trust can be defined as confidence in the rightness, honesty, sincerity of 
the people as a whole outside the context of a particular situation, personal acquaintance, 
ethnicity, religious or other affiliation. Generally, the concept of trust is an absolute polysemic 
homonym and contains the following meanings: structure, disposition, attitude, feelings, 
expectations, faith, intention [2].  

Higher levels of credibility are associated with a higher standard of living, the 
effective functioning of political, public and economic institutions, tolerance and subjective 
well-being. 

Strategic trends for improving the efficiency of the state regulation of SCNE were 
formulated by us in order to achieve the UN Sustainable Development Goals [8; 12]. 

Having been substantiated by previous studies, SCNE is defined as a set of structured 
socio-economic relations based on mutually recognized informal institutions (norms and 
values).  Compliance with the norms and values benefits the subjects of relations in the form 
of social rent, expressing the amount of savings from restructuring institutional institutions 
and organizations based on a clear specification of ownership rights, creation of 
organizational structures to ensure their effective exchange, comparison and cost savings that 
arise during consideration of its impact on the formation of welfare of the nation. 

The institutional environment of the SCNE is a set of political, legislative, economic 
and socio-cultural factors for the formation of its regulatory, supportive and cognitive 
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environments, purposeful regulation by means of managerial, psychological and social 
technologies as a set of processes and methods of multiple application of governmental 
authorities of the symbolic capital of conditional values that provides “in advance” 
generalized trust to its carrier from the side of the target audience in the face of the 
institutional object (agent) and institutional sector of the national economy. It is based on the 
use of the unconditional positive reputation potential of the state in order to achieve 
commercial and non-economic benefits at meso- and macro-levels of transformational 
modernization of the national economy due to the deliberate use of “soft incentive force” to 
accept civilization values of the subject of influence. 

A characteristic feature of the strategic reform of institutional environment for the 
deployment of SCNE in the context of modern economy is that it is against the backdrop of 
the phenomena of transformational modernization that are linked to the latest trends in social 
development. 

State regulation of the institutional environment of the SCNE is one of the strategic 
trends of practical implementation of the provisions of neo-institutional theory. It takes into 
account the peculiarities of changing dynamics of the architectural structure of the national 
economy in time. Unlike the mathematically rigorous neoclassical theory of modeling general 
equilibrium in statics, which took scientific and technical progress as the socio-economic 
development at first, later it was investment in human capital, the neo-institutional theory 
modifies it, while remaining at the fundamental positions of scarcity of resources and 
competition. It broadly involves analytical tools of microeconomic analysis of neoclassical 
theory. 

Changes in the economy are an ever-increasing process as a result of daily choices by 
individuals, entrepreneurs, and organizations of economic exchange that pursue the goal of 
improving their situation. The main long-term source of change in modern age is the 
knowledge of individuals/entrepreneurs who create organizations. The speed of economic 
change depends on the intensity of the process of cognition, and their orientation depends on 
the knowledge-driven expectations of benefits that are associated with the acquisition of 
knowledge. 

The strategic direction of increasing the efficiency of the state regulation of SCNE is 
the implementation of its compliance-control procedures at the institutional and 
organizational levels. The residual attention is paid to its individual level. At the institutional 
level it is a matter of patterns of development, selection and change of social institutions, the 
effectiveness of procedures of “posing to society” positive and negative incentives that direct 
people's behaviour in a certain direction, eliminate entropy, transform social environment into 
less uncertain. At the organizational level we speak about the choice or certain organizational 
forms, depending on the nature of the existing institutional environment. At each level, the 
interaction of institutional objects (agents) of the national economy is connected with 
inevitable costs and losses, which have the generic name of the transnational expenditures of 
the national economy. 

The subject of regulatory application of neo-institutional theory, as a coherent 
conglomerate of ideas for the formation and measurement of the SCNE, is: 

– broad concept of institutions (informal/formal rules, mechanisms of coercion to 
comply with the rules), factors influencing institutional dynamics (changes in the structure of 
relative prices due to the technological progress, opening new markets, population growth; 
ideology – subjective models which individuals perceive and evaluate the surrounding world), 
institutional environment – fundamental political, social and legal rules under which the 
processes of production and exchange take place (stating the main reasons for preservation of 
inefficient institutions) [5]; 
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– institutions of public sphere (theories of rational public and social choice); 
– institutions of private sphere, securing property rights and their reliable protection 

at meso- and macroeconomic levels (the theory of property rights); 
– organizational forms of cooperation among individuals within the generally 

recognized “rules of the game” (theory of “agent-agent” (agency theory)); 
– positive theory of construction of organizational schemes for the implementation of 

agency relations in the field of “separation of property (interests of principals) from the 
control of agents (hired managers)” at the stages of conclusion of agreements; 

– theory of transactional expenditures of the national economy in the sphere of their 
application at the stage of contract execution, determination of quantity and quality of 
goods/services transferred at the stage of implementation of the agreement; 

– normative theory of design of organizational schemes for optimal risk allocation 
among market agents (mechanism design theory); 

– study of regulatory structures (governance structure) for each class of agreements 
that minimize transactional expenditures of the national economy. These are special 
mechanisms used to assess the behaviour of contractual parties, to resolve emerging disputes, 
adapt to unexpected changes, apply sanctions to violators, which involves a combination of 
assumptions of unlimited rationality and opportunism. 

Awareness of the importance of social capital of the national economy in the market 
economic mechanism and formation of well-being of the nation require realization of a 
complex theoretical model of the reproductive approach to its functioning. At the same time, 
the efficiency of state regulation in the process of formulating strategic directions should be 
increased. 

The formulated approach measures up the requirements for: 
– substantiation of a systematic approach to the revelation of the essence of the 

economic phenomenon, its renewal and development. It is based on the sequential change of 
stages of reproduction, correspondence of the content and public form of manifestation, 
ensuring the conditions of transition from simple to extended reproduction of functioning 
conditions; 

– determination of the essence of the phenomenon through the system of social and 
economic, social-legal, organizational, economic and market relations. They describe 
relatively separate but process-related subsystems and arise among entities that are direct 
carriers of capital assets, as well as the among entities that express relationships regarding 
their self-renewal and growth in the interests of achieving the ultimate goal of functioning. 
There is also generalization and complementation of characteristic features and functions in 
which the essence of the positive potential of capital assets is revealed; 

–  definition of the structure of elements that express the content of the social and 
economic category of SCNE in the composition of the objects that characterize material side 
of deployment on the one hand. Definition of entities, as well as the system of economic 
relations among them for the reproduction and development of capital assets, reflecting the 
public side of functioning on the other hand; 

– substantiation of the material content of SCNE as an economic phenomenon, 
applying the principle of “process-result” to the dynamics of its change. In accordance with 
the principle its reproduction is considered as a process of constant restoration of the ability of 
entities to produce collective capital assets (formation, distribution, exchange and the use of 
elements of BoSC, BrSc, LSC) and, as a result, the ability to perform productive social 
functions assigned to it. The volumes and directions of socially recognized useful costs and 
expenditures that characterize its production as a process of intermediate consumption of 
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institutional units of the national economy in the course of shaping the welfare of the nation 
(value of comparative indices of the achieved level of development) are determined; 

– identification and characterization of the structures of the system of economic 
relations of SCNE reproduction, which includes subsystems (formation as a public good; 
determining the value of assets as a marketable product; distribution, exchange and use as a 
co-evolutionary social market network well-being). It also includes relations of formation, 
distribution, exchange and use that form a single coherent system on the basis of their 
interconnection; the system of measures for their improvement, which correspond to the 
stages of capital reproduction and subsystems of relations of the essence is suggested. They 
are: social and economic (development and emergence of new forms of expression of 
property relations, interaction of economic interests of among entities, etc.); social and legal 
(creation of safe and favourable conditions for the formation and improvement of legislation, 
etc.); organizational and economic (promoting the introduction of new forms and methods of 
social capital formation, development of cooperation and division of labour, etc.); market 
(formation and development of competitive environment, achievement of sustainable 
development goals by ensuring and institutionalizing multiple equilibrium of social 
development, smoothing inequalities, enhancing pro-social and eliminating anti-social 
instances of asset use, etc.); 

– disclosure and purposeful improvement of the structure of the mechanism for 
regulating economic relations of SC reproduction. The structure includes the totality of its 
hierarchical components (micro-, meso- and macroeconomic level), varieties (value 
orientation, direct social impact, limited solidarity and inductive trust). Each of them consists 
of the elements such as entities, objects, methods and instruments of regulation. The functions 
of each element of the mechanism are defined: level of the household activity (formation of 
BoSC), level of non-financial corporation, regional (sectoral), national innovative ecosystems 
(formation of BrSc, LSC), marketing function (planning, coordination, stimulation, control, 
information, combination of separate functions in the process of programming and 
forecasting). 

In the basis of forecasting and designing as specific mechanisms of the state regulation 
of the social capital relies the process of the planned development of its main elements – trust, 
norms, rules, social relations, goodwill, culture. These processes is based on the principles of 
the formation of the strategical goals of the priority directions of the social and economic 
policy – scientific justification, consistency, adequacy, alternative (variance), efficiency 
(optimality), continuity in the process of developing target, comprehensive programs – system 
totality of the oriented in space and time, coherent in content, terms, artists, provided with 
resources of measures, aimed at the development of its main elements to save costs in the 
transaction sector of the national economy. 

Conclusions and prospects for further researchers. The basis for the development 
of practical directions for improving the efficiency of SCNE formation and its functioning 
includes our interpreted and adapted to practical needs of controlled regulation of the national 
economy theoretical principles of functioning in modern conditions formulated by Veblen T. 
[23] and the researcher of social and legal aspects Commons J.R. [4], as well as the factors of 
the transformational renovation of the SCNE elements under the conditions of modernization 
of current economy. 

In general, they are formulated as follows: 
– collective economic interests, the carriers of which are technocrats-intellectuals 

engaged in industry, who are interested to increase labor productivity and its efficiency. The 
sphere of functioning of real capital (industry) by itself does not contain social antagonisms. 
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Public contradictions and conflicts have to do with the functioning of capital in the financial 
sector, fictitious capital and its pressure on the industry; 

– the task of economists is to study the norms, customs and their evolution in order to 
explain the decisions made by economic agents at different times and under different 
circumstances; 

– the basis of institutionalism are neo-orthodox theories, which assume the presence 
of hedonistic motives of human behaviour, formulate alternatives to individualistic 
competition, explore other problems of economic theory; 

– the content of regulatory influence on the processes of realization of economic 
phenomena (agreements) for the dominance of the institutional economy is the wilful 
introduction of the influence of collective institutions on the control of individual actions on 
the basis of social psychology and law in order to achieve acceptable for society agreements 
(market, administrative, distribution) contradictions of the economic system on the way of 
establishing final amount of "reasonable value"; 

– the principles of economic behaviour are performance, rarity, evaluation of future 
well-being. Productivity is related to the “technical concept” of cost value, which is 
determined by the administrative type of transactions, but is also determined by the future 
usefulness of the assets, their rarity, value of the stock, future net income from the use of a 
particular type of capital. “Fair value”, in addition to what is said, is also determined by 
taking into account the costs that are interpreted as a psychological internal counteraction to 
incentives to act in a certain way; 

– the basis for establishing “reasonable value”, providing an objective quantitative 
public assessment of the value of goods in order to ensure the stability of society are the 
psychological motives of activity, agreements and culture as main concepts of modern 
political economy. 
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