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Main Messages

• Social capital is not measured as part of the Changing Wealth of Nations (CWON) 
core accounts. Nonetheless, trust, networks, social interactions, and the ability to 
achieve outcomes requiring collective action are important determinants of social, 
health, and economic outcomes.

• Despite social capital’s importance, the lack of a precise and universally accepted 
definition has undermined its measurement, valuation, and integration into main-
stream economic analyses.

• Social capital is not readily amenable to valuation within the System of National 
Accounts, but this valuation challenge in no way reduces its impact on economic 
performance. Just as it did for natural capital, the evolution from theoretical 
concept to consistent accounting will take several decades of development and 
refinement. 
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Introduction

Wealth is the best measure of prosperity. It captures a stream of benefits 
into the future, not just today’s income. These future benefits include the 
consumption of goods and services, of course. But they also accrue directly 
or indirectly from living in a trusting, stable, and fair society. People are 
evidently willing to forgo current economic goods to secure the latter. 
Many of the social and institutional attributes resulting from this invest-
ment are long-lived, generating enduring returns that can be bequeathed 
to future generations. So it seems appropriate to consider these intangible 
social assets as part of wealth. 

But what exactly is social capital and how important is it for prosper-
ity? For individuals, social capital is a resource that encompasses personal 
relationships, civic engagements, and social networks whereby people 
access support and opportunities. For businesses, social capital relates to 
trust between firms, stakeholders, and investors and can significantly 
improve firm performance during times of crisis (Lins, Servaes, and Tamayo 
2017). For the public, social capital is what enables societies to absorb and 
respond to shocks, including wars (Guriev and Melnikov 2016), climate 
change (Adger 2009; Semenza et al. 1996), the COVID-19 pandemic 
(Makridis and Wu 2021), and financial crises (Helliwell, Huang, and Wang 
2014). It comprises shared norms and rules that enable cooperation and 
reduce the costliness of economic exchange by building trust. Some 
notions of social capital extend to incorporate physical infrastructure such 
as libraries and public parks—“Palaces for the People”—that facilitate 
social interaction and mixing among various demographic groups (Kelsey 
and Kenny 2021; Klinenberg 2018). 

As a result, social capital is often referred to as the glue that holds 
societies together (Grootaert 1998). Without it, there can be little or no 
economic growth or human well-being. In business, social capital and trust 
enable companies to enter economic contracts or raise new capital. It lies 
behind the effective functioning of the police and judiciary, political stabil-
ity, and democratic legitimacy as well as whether a government can raise 
tax revenues and provide public goods. In society at large, social capital is 
what enables communities of individuals to work together to achieve out-
comes requiring collective action. Each of these functions is necessary for 
generating economic welfare.

On the other hand, social capital can also reinforce and perpetuate 
unproductive trends and relationships (Portes 2014). In the same way that 

• Despite these challenges, progress in survey penetration and the use of higher-
frequency data offer great potential for social capital research.

• Reflecting the importance of the concept, future editions of the CWON will 
include further examination of how social capital relates to, and interacts with, the 
core wealth accounts.
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a set of shared norms and rules of reciprocity can support a social order 
conducive to economic activity, they can alternatively be used to reinforce 
criminal codes of conduct. Indeed, gangs and mafia families possess some 
of the strongest measures of social capital. Even typically beneficial social 
networks can constrain behavior, reduce flexibility, and serve as a barrier to 
adopting new information and practices. For instance, Carrico, Truelove, 
and Williams (2019) show that higher community participation and per-
ceived social cohesion among female and landless farmers in Sri Lanka 
resulted in worse outcomes following a drought (that is, higher loss of 
yields and income). Similarly, Wolf et al. (2010) describe how strong 
bonding networks can reinforce underestimations of the risks of heat 
waves to elderly populations in UK cities, ultimately increasing vulnerabil-
ity to climate change. In contrast, Semenza et al. (1996) show that those 
who participated in church or social groups had a significantly lower risk 
of death during the 1995 Chicago heat wave. The conflicting findings indi-
cate that the role of social capital in responding even to similar shocks may 
vary across cultural or demographic lines.

That trust, networks, social interactions, and the ability to overcome 
problems needing collective action are important to understanding 
social, health, and economic outcomes is perhaps uncontroversial. But 
despite its perceived importance, social capital has proven hard to define 
and measure precisely, not least because it encompasses so many diverse 
elements. Reviewing an expansive literature, Scrivens and Smith (2013) 
distill four broad interpretations of social capital: (1) personal relation-
ships, (2) social network support, (3) civic engagement, and (4) trust and 
cooperative norms. While each dimension may require a separate mea-
surement framework, most of these elements relate closely to general-
ized trust across a society and the functionality of key institutions. 
Because generalized trust enables social and economic cooperation, some 
argue that “social capital” may be best understood as a means to creating 
trust (Dasgupta 2011). 

A key channel from social capital to economic outcomes is reduced 
transaction and monitoring costs, allowing the efficient allocation of 
resources in goods, labor, and capital markets (Dasgupta 2005, 2011). 
Society wastes resources when people distrust or are dishonest with each 
other. The economic literature on repeated games and punishment shows 
why cooperation makes social sense when people expect to interact in the 
future (Kreps et al. 1982). Yet people are surprisingly cooperative over and 
above what theory suggests is in their self-interest (Paldam 2000). This 
may reflect the fact that people gain direct utility from living in a trust-
worthy society; perhaps for evolutionary reasons, social connectedness 
brings most humans intrinsic pleasure. Indeed, research on the determi-
nants of well-being routinely emphasizes the importance of social rela-
tionships (Agarwala et al. 2014; Helliwell 2006; Helliwell and Putnam 
2004). This raises an important conceptual question: is social capital best 
thought of as an input into the economic production function, or as an 
argument in utility functions? A strong case can be made for both. Living 
in a supportive and trusting society is widely recognized to provide direct 
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utility (Hamilton, Helliwell, and Woolcock 2016). But the full answer to 
this question determines the scope and strategy for measuring and valuing 
social capital.

In many ways, social capital exhibits wealth-like characteristics: it 
underpins future flows of benefits, people can invest in it, it can be 
degraded and depleted over time, and it contributes to production with-
out necessarily being consumed in the process. However, there are concep-
tual challenges, too. As a latent construct, it has no standard unit of 
measurement, it is less straightforward to think of growth rates and stock 
dynamics for social capital than for other components of wealth, and it is 
particularly difficult to disentangle from human capital and other intan-
gible assets. Nonetheless, social capital is clearly important to understand-
ing changes in the capacity of individuals, firms, and nations to generate 
welfare into the future. As such, it deserves formal attention from 
economists. 

Despite the myriad challenges in definition, measurement, and valua-
tion of social capital, it remains an important component of the changing 
wealth of nations and deserves a dedicated research program. The field is 
not starting from scratch—there is already an important theoretical and 
growing empirical literature on social capital in economics (Arrow 2000; 
Dasgupta and Serageldin 2000; Glaeser, Laibson, and Sacerdote 2002; 
Knack and Keefer 1997; Putnam 2001; Scrivens and Smith 2013; Woolcock 
2001). The purpose of this chapter is to flag key concepts and signpost 
important areas for further research. The goal is to demonstrate that social 
capital is a critical component of comprehensive wealth, that it matters to 
prosperity today and sustainability into the future, and that it may well be 
possible to develop credible, actionable measures of social capital for use 
in a range of economic and policy applications. 

Overview of Conceptual Approaches to Social Capital

The question “what is capital?” has plagued economists for over a century. 
In his 1896 essay of that name, the US economist Irving Fisher noted that 
“of economic conceptions few are more fundamental and none more 
obscure than capital” (Fisher 1896, 509). Although he made many seminal 
contributions to capital theory, Fisher never found a satisfactory definition. 
Definitional challenges translate into measurement challenges, but this is 
familiar  territory for those familiar with progress in measuring the chang-
ing wealth of nations (Lange, Wodon, and Carey 2018; World Bank 2006, 
2011). Within the past  century, the notion of natural capital has progressed 
from avant-garde metaphor to official statistical standard, with accounts 
compiled by more than 100 countries. 

The System of National Accounts (SNA) (EC et al. 2009) and the 
European System of Accounts (ESA) (Eurostat 2013) have extensive 
guidelines on capital accounting. Beyond this, economists have continued 
to push the boundaries on what constitutes capital and how the changing 
wealth of nations might be measured. There is now a rich literature 
extending wealth accounts to incorporate human and natural capital 
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(Atkinson et al. 2014; Dasgupta 2014; Fenichel, Abbott, and Yun 2018; 
Hamilton and Hepburn 2017; Lange, Wodon, and Carey 2018; Managi 
and Kumar 2018; UNU-IHDP and UNEP 2012, 2014; World Bank 
2006, 2011), and recent years have seen significant progress in developing 
international statistical standards for natural capital and ecosystem 
accounting (UN 2021; UN et al. 2014a, 2014b). A key lesson from this 
process is that it may take several decades, but it is possible to develop 
accounts to incorporate increasingly broader ideas about what constitutes 
wealth. 

The term wealth accounting now casts a broad net, reflecting growing 
interest from governments, nongovernmental organizations, economists, 
and the general public in developing economic measures that go beyond 
gross domestic product (Atkinson et al. 2014; Coyle 2014; Dasgupta 2021; 
Hamilton and Hepburn 2017; Hoekstra 2019). Ultimately, how social 
capital is conceptualized and measured within a wealth accounting frame-
work depends on many factors: how accounts are expected to be used, the 
availability and comparability of data, and agreements over the conceptual 
and measurement boundaries, such as those at the interface of social and 
human capital. While the growing prominence of wealth accounting is 
welcome, it is useful to distinguish between wealth accounts that are 
designed for use in sustainability analyses versus capital accounts designed 
to extend the SNA (EC et al. 2009; Eurostat 2013; OECD 2009). 

Wealth accounts for sustainability analyses are based on the wealth 
theory of sustainability focused on assessing intertemporal welfare (Arrow 
et al. 2012; Dasgupta 2021; Dasgupta and Heal 1979; Weitzman 1976). 
Such accounts encompass a specific and specialized economic definition 
of prices, formally, “shadow prices,” which reflect the marginal contribution 
of an infinitesimally small increase in the capital stock to the social welfare 
function (Arrow et al. 2012; Fenichel, Abbott, and Yun 2018). These 
shadow prices are conceptually and empirically different from the 
“exchange values”—the observed prices at which goods and services are 
formally traded in markets—reflected in the national accounts (EC et al. 
2009). These conceptual differences can lead to substantial differences in 
measurement and especially in how assets and their services might be val-
ued over time. As social capital and its services are not traded in markets, 
they leave no statistical “fingerprint” in the form of exchange values that 
can be readily included in the national accounts. However, this is also true 
of many components of natural capital and their subsequent ecosystem 
services, for which new accounting standards are being developed.

Definitions of Social Capital

The conceptual challenges around social capital begin well before issues of 
valuation arise. First is the issue of definition. As is often the case with 
 capital, many competing and variously useful definitions exist. Nahapiet 
and Ghoshal (1998) identify three dimensions of social capital: (1) struc-
tural, which allows interaction among individuals; (2) relational, which 
produces interaction among the individuals as a result of long-lasting 
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relationships (this incorporates trust and governance institutions); and 
(3) cognitive, which refers to elements of social organization (such as 
 values or beliefs) that promote collective belonging and shared commu-
nity vision. Forrest and Kearns (2001) decompose the concept further, 
identifying common values and a civic culture, social order and social 
 control, social solidarity and reductions in wealth disparities, social net-
works, and place attachment as core components. 

Putnam (2001) refers to social capital as the social networks that con-
nect people (bridging) and the norms of reciprocity and trustworthiness 
that arise from them (bonding). Bourdieu (1986) and Lin (2002) also 
stress the network perspective. They describe social capital as a kind of 
resource nested in a social network. Woolcock (2001, 70) defines it more 
simply, as “the norms and networks that facilitate collective action.” To 
support its social capital measurement work, the UK Office for National 
Statistics defines social capital as “the extent and nature of our connections 
with others and the collective attitudes and behaviors between people 
that support a well-functioning, close-knit society” (ONS 2020). 

While a full review is beyond the scope of this chapter,1 Scrivens and 
Smith (2013) distill four cross-cutting themes from their review of social 
capital, drawing on economics, sociology, and political science. They find 
four broad interpretations of social capital. In table 15.1, the rows 
 distinguish between the individual and collective outcomes and activi-
ties, reflecting that social capital exhibits public and private good charac-
teristics. The columns distinguish between the activities that create and 
 maintain network structures versus the productive resources and out-
comes those networks generate. 

The relative importance of each component within the social capital 
matrix may change across cultures, income levels, and political and eco-
nomic systems. For instance, the role and economic importance of family 
and personal relationships may reasonably be expected to differ across 
societies with well-functioning health or employment insurance markets 
versus those without. The matrix enables insights from various disciplines 
to be readily incorporated, recognizing that psychologists’ interpretations 
of social capital tend to focus more on personal relationships, political 
 scientists’ tend to focus on civic engagement, and economists’ tend to 
focus on trust and cooperative norms.

The distinction between the individual and collective elements of 
social capital is a recurring theme that poses challenges for definition and 
measurement. To fix ideas, Klinenberg (2018, 5) distinguishes between 
“social infrastructure: the physical places and organizations that shape the 

TABLE 15.1 Social Capital Matrix

Network structure and activities Productive resources

Individual Personal relationships Social network support

Collective Civic engagement Trust and cooperative norms

Source: Scrivens and Smith 2013.
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way people interact,” such as libraries, parks, playgrounds, schools, and 
other public places where people interact. For Klinenberg, social infra-
structure can be thought of as “the physical conditions that determine 
whether social capital develops.” Kelsey and Kenny (2021) show that 
while “big infrastructure” projects often attract the most attention, small-
scale locally managed social infrastructure is a key source of employment, 
particularly for young and marginalized workers in “left behind” places. 
Scrivens and Smith (2013) describe how networks of interpersonal 
 relationships then generate social network support, while civic engage-
ment breeds, and is further induced by, greater trust and broader coopera-
tive norms. This reinforces the view that social capital is the combination 
of a collective component (the existence of social infrastructure, networks, 
and their benefits) and an individual component (a person’s capacity or 
skill in accessing and utilizing that infrastructure and networks).2 The 
 connection to social skills or adeptness is one reason why disentangling 
social from human capital is so difficult, but defining these boundaries is 
crucial for wealth accounting, where the intertemporal welfare of assets is 
defined as an additive index of the value of each capital. If it is not possible 
to distinguish between the complementary effects of investing in human 
and social capital, the additive index could lead to double counting.

A key theme in social capital research entails distinguishing between 
“bonding” social capital, which refers to strong ties, relationships, and codes 
of behavior within a group, and “bridging” social capital, which refers to 
connections and interactions between groups (Gittell and Vidal 1998; 
Putnam 2001). The relative merits of bridging versus bonding social  capital 
are open to debate. Gangs, corrupt elites, and criminal networks are a clear 
demonstration of how strong bonding social capital can be detrimental to 
society. Less obvious concerns are whether in the absence of  sufficient 
bridging capita, strong bonding social capital can prevent the dissemina-
tion of new information or ways of doing things and ultimately stifle 
 economic growth (for a brief discussion, see Agarwala et al. [2020]). 

Is Social Capital Really Capital?

Given the range of definitions and interpretations, it is possible now to 
return to the question of whether social capital formally constitutes a cap-
ital stock and, if so, how economists should incorporate it into models, 
wealth accounts, official statistics, and policy advice. Ultimately, such 
questions may require an examination of the definition of capital that is 
beyond the scope of this chapter, but it is worth summarizing a few con-
tributions from an economic perspective. 

In many ways, social capital exhibits wealth-like characteristics 
(Robison, Schmid, and Siles 2002). It is investible, in that individuals 
devote time and effort to building social relationships. Businesses, charities, 
and universities dedicate scarce resources to networking events, and their 
attendees sacrifice leisure time to participate.3 Such activities entail a cur-
rent sacrifice of time and other resources to secure future flows of benefits 
and can therefore be considered capital investments. Social capital can 
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grow and appreciate, if a person’s network grows or includes more  valuable 
members, or if the community provides new forms of support. But social 
capital can also depreciate, if trust is eroded, norms of behavior become 
obsolete or are no longer observed, or if community support wanes. Social 
capital is durable, in that it persists over time and is not  consumed in the 
process of production (for example, sororities and fraternities at university 
provide access to networks throughout the career path). And finally, social 
capital is substitutable (if imperfectly), in that insurance markets can 
 substitute for dependence on family to weather shocks.

Alternatively, social capital is a latent construct with no standard unit 
of measurement, making it difficult to think of an accumulated stock or its 
dynamics. Moreover, many of the descriptions and definitions of social 
capital refer more to the services that social capital might provide than to 
the stock itself. Indeed, Arrow (2000) and Solow (2000) caution against 
using the term capital, although they fully acknowledge the importance of 
trust, social norms, and relationships to economic performance (Robison, 
Schmid, and Siles 2002).

Dasgupta (2011, 119) argues that “the deep requirement for eco-
nomic progress is the development of trust among people” and, defining it 
as “interpersonal networks,” demonstrates that social capital is best consid-
ered as a “means to creating trust.” Thus considered, Dasgupta proposes a 
notion of social capital that acts within total factor productivity (TFP), 
effectively scaling up or down what it is possible for a society to achieve 
with its other endowments. 

Hamilton, Helliwell, and Woolcock (2016) focus on the role of social 
capital as a consumer “good,” allowing social capital to directly enter the 
utility function as well as the production function. Conceptually, this is an 
important and unique contribution. Most of the economics literature has 
focused on the role of social capital in economic production. Hamilton, 
Helliwell, and Woolcock (2016) extend it to economic consumption, on 
the grounds that people may derive direct utility from living in a trusting 
society. There is strong intuitive appeal: a rich literature on human well-
being confirms the importance of social relationships in human happiness 
and life satisfaction (Agarwala et al. 2014). Humans are, after all, social 
animals.

However, social capital remains challenging to reconcile with the 
SNA-consistent definition of asset. Assets as defined in the SNA are enti-
ties that must be owned by some unit, or units, and from which economic 
benefits are derived by their owner(s). The ownership need not be private 
but is nonetheless an important criterion for determining which entities 
can be considered assets, monetized, and included in the national balance 
sheets. 

Measurement of Social Capital

Efforts to measure social capital reflect the broad range of conceptual 
interpretations and definitions just described. However, most of the 
empirical literature on social capital relies on responses to social surveys, 
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sometimes in combination with other revealed data, such as blood dona-
tions or voting participation rates. Such measurement strategies have sev-
eral advantages. They largely make use of existing data collection, reducing 
costs and ensuring the longest possible time series of data. The questions 
have typically undergone extensive testing and validation procedures, and 
most countries are generally covered by domestic or international surveys. 
However, because definitions and survey questions differ across countries, 
domestic social capital metrics may not align with data from international 
surveys, making comparisons difficult. 

For instance, following the Organisation for Economic Co-operation 
and Development (OECD) framework for measuring social capital, the 
UK Office for National Statistics (ONS) measures social capital through a 
25-indicator framework covering personal relationships, social network 
support, civic engagement, and trust and cooperative norms (see 
table 15.2). Such extensive surveys make it difficult to identify social 
 capital trends without further statistical analyses—simultaneously assess-
ing 25 survey responses is difficult. A common method is to conduct 
 principal components analysis (PCA) to reduce the dimensionality of 
complex data and identify core concepts—or principal components.

 PCA of the ONS social capital indicators identified five principal 
components with sufficient explanatory power for interpretation (ONS 
2019). These emphasized (1) neighborhood relationships, (2) social 
engagement (for example, volunteering and membership in groups), 
(3) political engagement, (4) giving and receiving care, and (5) social 
 relationships. Interestingly, although trust had high loadings across 
many of the components, it was not the highest loading on any individual 
component.4 

In contrast, the state-level social capital index created by the Joint 
Economic Committee of the US Congress includes seven categories 
( subindices) of data, including (1) family unity, (2) family interaction, 
(3) social support, (4) community health, (5) institutional health, 
(6)  collective efficacy, and (7) philanthropic health (see table 15.3). 

A more concise, four-subindex version was constructed for measuring 
social capital at the county level, providing a geographically rich index for 
use in further research.5 Encouragingly, the 15 highest-ranked states on 
the social capital index are also the 15 highest-ranked states in Putnam’s 
analysis (Putnam 2001). The US results indicate a clear North-South 
divide in social capital across the country, and clusters of states with high 
and low levels of social capital point to the possibility of “deep-seated 
roots in historical immigration and internal migration patterns, regional 
culture, and perhaps even features of climate and topography” in deter-
mining social capital in the United States (JEC 2018, 40). 

The US and UK approaches to measuring social capital take advan-
tage of existing social survey data. Thus, differences in the types of ques-
tions included may be an accident of the history of surveys in the two 
countries rather than any deliberate statement on what constitutes social 
capital. However, it appears that social capital metrics in the United States 
place greater emphasis on the immediate family (and especially how 
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TABLE 15.2 UK Office for National Statistics Social Capital Measurement

Personal relationships  

 1.1 Proportion of people who have at least one close friend

 1.2 Proportion of people who meet socially with friends, relatives, or work colleagues at least once a week

 1.3 Feelings of loneliness often/always

 1.4 Proportion of people who have used the internet for social networking in the last three months

 1.5 Proportion of people who regularly stop and talk with people in the neighborhood

Social network support  

 2.1 Percentage of people that have people who would be there for them if they needed help

 2.2 Proportion of people who give special help to at least one sick, disabled, or elderly person living or not living 
with them

 2.3 Proportion of parents who regularly receive or give practical or financial help from or to a child age 16 or 
over not living with them

 2.4 Proportion of people who borrow things and exchange favors with their neighbors

Civic engagement  

 3.1 Percentage who volunteered more than once in the last 12 months

 3.2 Proportion of people who are members of organizations, whether political, voluntary, professional, or 
recreational

 3.3 Proportion of people who have been involved in at least one social action project in their local area in the 
previous 12 months 

 3.4 Proportion of people who definitely agree or tend to agree that they can influence decisions affecting their 
local area

 3.5 Voter turnout in UK general elections 

 3.6 Proportion of people who have been involved in at least one political action in the previous 12 months

 3.7 Proportion of people who are very or quite interested in politics

Trust and cooperative norms  

 4.1 Percentage of those who have trust in national government

 4.2 Proportion of people who would say that most people can be trusted

 4.3 Proportion of people who would say that most people in their neighborhood can be trusted

 4.4 Proportion of people who definitely agree or tend to agree that their local area is a place where people from 
different backgrounds get on well together 

 4.5 Felt fairly/very safe walking alone after dark (men/women)

 4.6 Proportion of people who agree or strongly agree that people around where they live are willing to help their 
neighbors

 4.7 Percentage who agreed or agreed strongly that they felt they belonged to their neighborhood

Source: ONS 2020. 
Note: Numbers show the category and number of the indicator per ONS.
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TABLE 15.3 US State-Level Social Capital Index Indicators

Indicator

Family unity subindex

Share of births in past year to women who were unmarried

Share of women ages 35–44 who are currently married (and not separated)

Share of own children living in a single-parent family

Family interaction subindex

Share who report child spends at least four hours per weekday in front of a TV

Share who report child spends at least four hours per weekday on electronic device, excluding homework

Share who report someone in the family reads to child every day in past week

Social support subindex

Share saying they get the emotional support they need only sometimes, rarely, or never

Average number of close friends reported by adults

Share of adults reporting they and their neighbors do favors for each other at least one time per month

Share of adults reporting they can trust all or most of their neighbors

Community health subindex

Share of adults who report having volunteered for a group in the past year

Share who report having attended a public meeting regarding community affairs in past year

Share who report having worked with neighbors to fix or improve something in past year

Share of adults who served on a committee or as an officer of a group

Share who attended a meeting where political issues were discussed in past year

Share who took part in march/rally/protest/demonstration in past year

Membership organizations per 1,000

Registered nonreligious nonprofits plus religious congregations per 1,000

Institutional health subindex

Average (over 2012 and 2016) of votes in the presidential election per citizen age 18 and older

Mail-back response rates for 2010 census

Share of adults reporting some or great confidence in corporations to do what is right

Share of adults reporting some or great confidence in the media to do what is right

Share of adults reporting some or great confidence in public schools to do what is right

Collective efficacy

Violent crimes per 100,000

Philanthropic health

Share who report having made a donation of more than US$25 to a charitable group in past year

Source: JEC 2018.
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family members allocate time at home). This is an important consider-
ation because the nature and relative weight of indicators comprising a 
social capital index can be expected to depend on cultural and social 
norms. For instance, in some places, the shared norm might be that indi-
viduals purchase health and employment insurance to cover themselves in 
case of emergency, whereas in others the norm might be that families and 
networks provide informal insurance. 

The level of detail and coverage of social surveys varies considerably 
across countries, as might the most relevant components of social capital. 
For this reason, much of the social capital research relies on the trust ques-
tions found on international social surveys: for example, the World Values 
Survey (see map 15.1). These trust questions typically entail Likert scale 
responses indicating how much various groups from generic “others” to 
specifically “the police” can be trusted. The questions have a distinct 
advantage in that notions of trust are common and interpreted similarly 
across culture and language, and perhaps most important, they tend to 
have strong correlations with other more detailed components of social 
capital, such as those described in tables 15.2 and 15.3. 

Map 15.1 demonstrates the coverage of trust questions in the World 
Values Survey and reports results for 2014. There is relatively good cover-
age across geographic, language, and development levels, although much 
of Sub-Saharan Africa remains underrepresented.

A common critique of all survey-based data is that respondents may 
provide strategic or otherwise inaccurate responses. For instance, it is not 
uncommon to find that people respond differently to the same question 

MAP 15.1 Share of People Agreeing with the Statement “Most People Can Be Trusted,” 2014

% agreeing
≥ 59
44–59
29–44
15–29
0–15
No data IBRD 46037  | JUNE 2021

Sources: Our World in Data (database), Oxford, UK (accessed March 1, 2021), https://ourworldindata.org; World Values Survey 2014 
(Inglehart et al. 2014). 
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depending on whether the survey is conducted face-to-face or online. To 
overcome these potential biases, some researchers have sought “revealed” 
measures of social capital, such as blood donations, voter turnout rates, or 
volunteering behavior. Conflict, crime, and violence also act as proxies for 
social capital (Chioda 2017). They are highly correlated with wealth accu-
mulation with inequality often acting as a strong predictor. 

Time Scales for Measuring Social Capital Trends

Accounts are tools for telling stories over time. For most of the compo-
nents of comprehensive wealth, annual changes in stocks tend to be small 
relative to the level of the stock, indicating that annual accounts are suffi-
cient. However, this may not be the case for social capital, especially if 
measurements are based on trust, which can change rapidly. 

There are strategic complementarities associated with trusting others. 
An individual’s perceived payoff to trusting others is a function of how 
others trust them. As social capital depends on expectations about others, 
this can make it unstable. A society can tip from cooperation to noncoop-
eration merely on account of a change in expectations that pushes trust 
levels below a critical threshold. People who woke up in the morning as 
friends can yield machetes by afternoon. Consequently, the ability of social 
capital to secure future flows of benefits can collapse overnight. Thankfully, 
such rapid swings in social capital are rare. 

Over time, norms of reciprocity and the complementarities associated 
with trust can build up a persistent stock of social capital. Like knowledge 
and physical capital, social capital also depends on history, making it highly 
path-dependent (Wildavsky 1987). Individuals’ beliefs are influenced by 
values and social norms, which, in turn, are influenced by the products of 
society, such as institutions, trends, and technologies. This testifies to the 
fact that complementarities exist across assets. 

Thus, there are two opposing interpretations. Is social capital an 
enduring stock built over long histories of reciprocity and mutual gain, or 
is it an unstable set of potentially rapidly changing norms and expecta-
tions? Algan and Cahuc (2014) refer to these interpretations as “Putnam I,” 
following early views that social capital is a persistent stock (Putnam, 
Leonardi, and Nanetti 1994) and “Putnam II,” after Putnam (2001) set out 
how social capital changes over time.

Unfortunately, most data on social capital, including on trust mea-
sures, come from surveys conducted annually at best. The European Social 
Survey, for instance, is conducted every two years. The paucity of high-
frequency social capital data makes strong claims about the relative persis-
tence or instability of social capital impossible. However, there is evidence 
to suggest that Putnam I and II are not necessarily mutually exclusive. 
Ananyev and Guriev (2019) exploit regional variations in the impact of 
the 2009 economic crisis in the Russian Federation to show that a 10 per-
cent reduction in income was associated with a 5 percent reduction in 
trust and that trust did not recover to its precrisis level following the post-
crisis recovery. Taking a different approach, Guriev and Melnikov (2016) 
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construct weekly social capital data using internet searches for keywords 
related to prosocial behavior (for example, blood donation, adopt a child, 
and orphanage) during the violent conflict on the Russian-Ukraine border 
in 2014. Performing PCA on Google search data, they were able to con-
struct a weekly social capital measure to estimate the effect of war on 
social capital. These studies demonstrate that high-frequency social capital 
data may reveal greater volatility in the stock than could be identified 
from lower-frequency surveys. The higher variation captured by these 
approaches could be useful for identifying causal relationships between 
social capital and other topics of interest. 

Ongoing research at the World Bank and beyond has shown the high 
costs to society of social exclusion (Chioda 2017). Social exclusion not 
only erodes trust within society, often leading to social conflict, it also rep-
resents an economic loss in terms of forgone income, owing to untapped 
potential from low human capital accumulation, labor segregation, and 
discrimination. In Uruguay, for instance, it is estimated that if women 
enjoyed the same labor conditions as men, the collective gain would rep-
resent up to 14 percent of the national gross domestic product (World 
Bank 2020). The systemic failure of social institutions to allow individuals 
access to their full human capital amounts to a failure of state institutions 
with measurable consequences.

Valuation and Social Capital

A key contribution of comprehensive wealth accounting has been to value 
capital stocks and their associated flows of services in monetary terms so 
that they can be included in economic analyses. The greatest example is 
the economic valuation of ecosystem services and their core natural  capital 
stocks (Bateman et al. 2014; Dasgupta 2021; Fenichel and Abbott 2014; 
Fenichel et al. 2016; Guerry et al. 2015; Pearce and Atkinson 1993; Pearce 
and Turner 1990). An important lesson from the economics of natural 
capital is the distinction between valuing capital stocks and valuing flows 
of environmental goods and services (Bateman and Mace 2020). This is 
because many ecosystem service valuation exercises effectively provide a 
point estimate of the marginal value of an additional unit of flow of the 
service. But those point estimates are unlikely to be constant across the full 
range of flows: for example, from scarce to abundant supply (Fenichel 
et al. 2016). If social capital is to be considered within the framework of 
wealth accounting, there is an opportunity and an obligation to learn from 
the methods and conceptual frameworks developed for valuing natural 
capital.

Although social capital is clearly important for the functioning of 
economic markets, it is not directly traded in them. As such, there is no 
clear market signal for the value of social capital. Economists have devel-
oped a range of tools and methods for valuing nonmarket goods and 
services (Champ, Boyle, and Brown 2003; Potschin et al. 2016). While 
social capital can be expected to present unique valuation challenges, 
core principles can be applied. Potential avenues to explore include 
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valuing social capital via its impact on TFP, by examining data on search 
costs in labor markets; exploiting weak complementarities (Bockstael 
and McConnell 2007), for instance, with club memberships; measuring 
time and financial investments in networking activities; or employing 
hedonic valuation models, for instance of wage premiums attached to 
network size. Pursuing these avenues has the advantage of being consis-
tent with economic theory.

Alternatively, research could focus on links between social capital 
and subjective well-being and attempt to derive compensating differen-
tials—that is, to determine the change in income that would support 
equivalent levels of subjective well-being (Helliwell and Barrington-
Leigh 2010). An important and unique contribution is by Hamilton, 
Helliwell, and Woolcock (2016), who develop an approach to use 
 subjective well-being to compute wealth-equivalent values for social 
capital. Their approach requires first estimating the effects of changes in 
trust and income on subjective well-being, and then taking the ratio of 
those two effects to represent the income-equivalent value of any given 
level of social trust. This early attempt requires strong assumptions 
about the legitimacy of constructing income-equivalent values of sub-
jective well-being, their comparability across countries, and the nature 
of the relationships between trust, income, and well-being. However, the 
approach utilizes available data and can be calculated consistently across 
a large range of countries; their sample consists of 132 countries, and 
they find that social trust is an important component of wealth in all 
regions, ranging from 12 percent of total wealth in Latin America to 
28 percent in OECD countries.

Why Social Capital Matters for Economic Output 
and Welfare

The World Bank estimates that intangible capital may make up between 
60 and 80 percent of total wealth in most developed countries (Lange, 
Wodon, and Carey 2018). Hamilton, Helliwell, and Woolcock (2016) sug-
gest that much of this is social capital. Robust social capital based on trust, 
civic engagement, and effective institutions can support economic well-
being and economic growth (Dasgupta 2011). Knack and Keefer (1997) 
find that a moderate increase in a survey-based measure of country-level 
trust significantly increases economic growth (a one-standard deviation 
increase in a survey-based measure of country-level trust increases 
 economic growth, not just the level of activity, by more than one-half of a 
standard deviation).6 

Workers in poor countries are three to five times less productive than 
those in the United States, taking into account the quality of machines and 
skill levels available for production (Hall and Jones 1999). Yet when these 
same workers migrate, they quickly earn salaries comparable to those of 
workers in their new countries. Something unrelated to the amount of 
physical and human capital available seems to be holding back productiv-
ity in poor countries.
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Acemoglu and Robinson (2012) conclude that the main determinant 
of economic prosperity is functioning, inclusive, and law-based institu-
tions. The centrality of institutions explains the infamous “resource curse”: 
some countries with large endowments of primary commodities fail to 
benefit from subsequent economic growth when politically powerful 
groups enrich themselves through unabated rent-seeking and corruption 
(Sachs and Warner 1995). Corruption causes significant dissipation of 
resources. In rich countries, increasing focus is being paid to the role of 
institutions and generalized trust in explaining growing disaffection and 
populism among the “left behind.”

Putnam, Leonardi, and Nanetti (1994) find a strong correlation 
between measures of civic engagement and government quality across 
regions in Italy dating back centuries. La Porta, Lopez-de-Silanes, and 
Shleifer (1997) find that across countries, a one-standard-deviation 
increase in the same measure of trust increases judicial efficiency by 0.7 of 
a standard deviation and reduces government corruption by 0.3 of a stan-
dard deviation. Goldin and Katz (1999) argue that social capital in the US 
Midwest brought on the rise of the public high school.

Coyle and Lu (2020) find that interpersonal trust, one of the essential 
components of social capital, has a significantly positive association not 
only with the level of TFP but, crucially, with its growth rate. This first-
difference effect allows economies to generate additional resources for 
investment in a range of assets, including institutions that help maintain 
social capital. This exacerbates the presence of multiple equilibria and 
helps limit catch-up and convergence in incomes between poor and rich 
countries. 

A University of Cambridge study applies PCA on 10 questions 
looking into different aspects of trust, a widespread metric for social 
capital from the European Social Survey (Zenghelis et al. 2020). The 
study finds clear patterns of trust in institutions and trust in individuals 
across different income and age groups. It finds that reported social 
capital tracked the slowdown of TFP growth since 2004, particularly 
following the 2008 financial crisis period, such that a 10 percent 
increase in trust is associated with an increase of around 1–6 percent in 
relative TFP levels.

Unsurprisingly, the causal mechanism between trust and economic 
growth is not fully understood (Algan and Cahuc 2010, 2014). It is likely 
that generalized trust and the quality of governance are a result of, as well 
as a cause of, productivity growth and higher reported well-being. But this 
feedback mechanism can be fruitfully exploited through sustained, care-
fully targeted policy interventions to trigger a virtuous cycle of good gov-
ernance and higher productivity. It suggests that governments can and 
should invest in the quality of economic and political institutions, to 
enable broad-based social and economic participation.

Dasgupta (2011) presents a convincing theoretical model to dem-
onstrate how interpersonal trust can cause higher output for the entire 
economy, with no change in the aggregate level of capital and labor 
inputs used. Empirical studies find that the quality of institutions and 
economic policies explains a significant part of the variation in growth 
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rates across countries (Olson, Sarna, and Swamy 2000). Others find that 
the quality of governance and institutions is important for explaining 
rates of investment (Clague et al. 1999; Knack and Keefer 1995). 
Good institutions, checks on government that limit corruption, and 
environments that encourage social inclusion, creativity, and enterprise 
tend to attract investment and benefit from learning, experience, and 
innovation.

Olson, Sarna, and Swamy (2000) conclude that the quality of gover-
nance institutions accounts for a large part of the variation in the rates of 
growth and investment across countries. Clague et al. (1999) explain this 
using rates of investment. Investment in sound institutions includes 
 providing assistance and financial support for local entrepreneurship in 
starting or expanding small and medium-size enterprises. This is related to 
employment opportunities and access to social services, especially for 
rural-urban migrants. It also involves issues of devolved government to 
ensure that local governments have strong and sustainable own-revenue 
sources.

The changes in governance and economic policy when Deng Xiaoping 
reformed Maoist mainland China, or the reforms in the Republic of Korea 
after Park Chung-hee replaced Syngman Rhee, offer historical examples. 
Even unsavory regimes have sometimes engendered economic stability for 
middle-class entrepreneurs. Cross-sectional evidence illustrates that insti-
tutions exert different economic influences on culturally similar societies: 
East and West Germany during the Cold War; the Democratic People’s 
Republic of Korea and the Republic of Korea; mainland China compared 
with Hong Kong SAR, China, and Taiwan, China. In all these cases, 
 institutional change preceded—and appeared to cause—changes in pro-
ductivity. The issue of identification and causality is discussed further in 
subsequent sections. 

The 2018 Nobel Prize winner Paul Romer argues that innovation 
that drives endogenous growth is not limited to technological capital 
and knowledge capital (Romer 2010); it also applies to rules, gover-
nance, and policies, which together drive TFP. Romer argues that social 
rules can hold back the potential introduction and exploitation of new 
technology. Indeed, new technologies are potentially harmful if they are 
not accompanied by rules that make growth sustainable—for example, 
rules that limit pollution, soil degradation, and overfishing; rules and 
ethical standards that regulate the use of artificial intelligence; or rules 
that limit economic rent-seeking from innovation via patents or market 
power. 

The policy response to climate change, perhaps the most pressing 
social challenge of our time, and to coping with the challenges pre-
sented by new technologies such as artificial intelligence, big data, and 
automation requires institutions that enable the implementation of a 
range of policies that raise new risks and opportunities with corre-
sponding distributional consequences in terms of generating winners 
and losers (Haldane 2018). Any policies that are not built on strong 
foundations of trust and effective institutions will meet resistance and 
likely fail.
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Social Capital in Europe 

Exploring the measurement of social capital in Europe, research under-
taken by the Bennett Institute for Public Policy at the University of 
Cambridge analyzed 10 questions relating to various aspects of trust, a 
widespread metric for social capital from the European Social Survey7 
(Zenghelis et al. 2020). Seven of these questions investigated trust in insti-
tutions, and three investigated trust in individuals. 

Two underlying dimensions of trust are identified that can explain 
up to 65 percent of the variation in the initial 10 questions (figure 15.1), 
using the PCA data-reduction technique. The first dimension, generalized 
trust, shows a positive correlation with all 10 initial questions. The second 
dimension, people versus institutions, shows a positive correlation with the 
three initial questions investigating trust in individuals, but a negative cor-
relation with the seven questions investigating trust in institutions. Such an 
approach, which leverages the commonality among different forms of trust, 
can yield a novel perspective on the essential, underlying elements of trust. 

For instance, dividing the sample into five age groups and looking at 
how generalized trust evolves over time for each group reveals that those 
ages 15 to 30 show consistently higher levels compared with the other age 
groups (figure 15.2, panel a). Moreover, the gap between the youngest 
and the rest has been increasing over time. Repeating the same exercise for 
five groups based on income level (where the first quintile represents the 
lowest income group) shows that higher-income groups display higher 
generalized trust (figure 15.2, panel b).8 

These correlations do not tell the whole story. Regression analysis can 
isolate a clearer relationship between age, income, and the two trust com-
ponents, and it helps explain if other variables play a role in determining 
social capital. Figure 15.3 reports how age and income are related to the 
two components once the analysis accounts for a number of possible 

FIGURE 15.1 Two-Component Structure of Trust
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confounding factors, including country of residence, date the survey was 
administered, demographic and socioeconomic variables such as gender 
and education, and additional measures of social capital.9 The analysis also 
controls for inequality in the country using the Gini coefficient and for a 
measure of policy uncertainty at the country level. 

Each bar in figure 15.3 represents the difference in the trust indicator 
between each group and the reference category, which is the first income 
quintile in the case of income (blue bars), and those ages 15 to 30 for age 
(red bars). The relative patterns observed in figure 15.2 still hold when the 
analysis controls for all the other variables. Indeed, all age groups show 
lower values for generalized trust compared with the age 15 to 30 group;10 

FIGURE 15.2 Generalized Trust: Variations across Age and Time, and Age and Income
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FIGURE 15.3 Regression Coefficients for Age and Income for Generalized Trust, and for 
People versus Institutions 
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they also show higher values for people versus institutions (that is, they 
appear to trust individuals relatively more than institutions). By contrast, 
compared to the first income quintile, all other income groups show higher 
values for generalized trust (in agreement with figure 15.2) and people 
versus institutions. This finding suggests that young people are sizably 
more trusting than their older counterparts in general, but also relatively 
more trusting of institutions rather than people. 

The two predicted underlying components can also be compared 
across locations. Figure 15.4 shows that deviations from the reference 
group differ across countries. The zero line can be interpreted as the 
European average, and the bars represent each subgroup’s deviation from 
that average. Both components are highest for people in Scandinavia and 
lowest for those in the Mediterranean and Eastern European countries. 

These results do not establish causality. It is impossible to claim, for 
instance, that higher income causes higher generalized trust, but it can be 
stated that the two are related. Identifying causal drivers is difficult given 
the complex relationships between the variables (figure 15.5). 

For example, variables such as age or parental income cannot be 
affected by other relevant variables and are therefore broadly exogenous. 
But income may be affected by parental income or education (which is 
itself affected by parental income), all of which may affect the level of 
trust, which may affect some of these variables in turn. Investigating this 
network of directed links to isolate evidence of causality forms the next 
aim of the research. It does not matter whether the egg came before the 
chicken in terms of mutual causality. What matters is that intervention can 
generate reinforcing feedback of greater trust, higher social capital, and 
higher productivity (see also box 15.1). 

FIGURE 15.4 Trust within the European Union
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FIGURE 15.5 Possible Causal Links between Exogenous Variables, 
Endogenous Variables, and Trust 
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BOX 15.1 Social Capital in China 

The extent to which China manages to harness the strategic complementarities arising 

from investing in physical, human, natural, and social capital will determine the ability 

of the 14th Five-Year Plan to support stable and sustained growth for years to come 

(Hepburn et al. 2020; Stern, Xie, and Zenghelis 2020). 

China recognizes the importance of social capital and a cohesive society. 

The government has sought to tackle inequality and recognizes the need for action 

to promote good governance (Shigong 2018). Managing disruptions and risks, for 

example, from new digital technologies; managing the low-carbon transition; and utilizing 

opportunities in innovation and investment require an emphasis on social harmony, 

opportunities for all, reducing inequality, and promoting social cohesion.

The Chinese authorities understand that environmental degradation has threatened 

health and social stability, while in many countries, sharply increasing shares of wealth 

and income for the rich have also threatened social cohesion and many have seen falling 

confidence and trust in social and political institutions.

A fruitful avenue for future work would be to apply principal components analyses 

using social surveys in China to “explain” the latent concept of social capital. The extent to 

which this is possible or helpful will depend on the quality of data already available or within 

scope for development.
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Future Options for Linking Social Capital and Wealth 
Accounting

Reflecting the importance of the concept of social capital, future editions 
of the CWON will include further examination of how social capital 
relates to the wealth accounts. Further work will be necessary to define the 
conceptual role of social capital as a complementary enabling asset or a 
scaling factor applying to factor productivity. More thinking is required 
about indicators that act as linking pins between different capitals: for 
example, the measures of social competencies that form a reinforcing 
bridge between human and social capital. It would be valuable to examine 
the relationships that shape the realization of human capital’s potential. 
For example, the New Zealand Ministry of Education is currently investi-
gating the social support factors, including teachers, parents, peers, and 
institutions, that diverse students interact with and which enable them to 
thrive. Measures include the reported cultural responsiveness of teachers, 
parents feeling welcome at school, and experiences of bullying. A similar 
process is needed for each combination of capitals within the wealth 
framework. Adopting a wealth economy approach entails systematically 
identifying and exploiting strategic complementarities between assets 
(Agarwala et al. 2020), raising the returns to all assets (public and private), 
and enabling productivity growth and human flourishing.

Creating opportunities for diverse people to meet and positively 
interact requires that governments no longer take social capital for granted. 
The objective is to integrate a concern for social capital across the entire 
spectrum of public decision-making and assessing the impacts of decisions 
on inequalities and social capital ex ante rather than relying solely on 
ex post evaluations (OECD, forthcoming). A good example is Canada’s 
Gender-based Analysis Plus policy analysis tool (Government of Canada 
2020). Active investment enables successful collective action, for example 
in the face of COVID-19 as well as climate change (see box 15.2). 

There is also a need to develop subnational measurement for all the 
key wealth components, including natural and social capital. The US 
county-level social capital index is an important example (JEC 2018). 
Regional variations in wealth are key determinants of inequalities of 
opportunity in terms of access to enabling assets. For example, areas with 
high crime or poor connectivity may exhibit relatively lower levels of 
social capital and community interaction, while areas of high pollution 
with limited access to nature might exhibit poor physical and mental 
health outcomes. COVID-19 exposed the degree to which such short-
comings in key assets increased exposure to the pandemic and limited 
people’s ability to maintain welfare while socially distancing. 

A powerful way to encourage governments in all countries to under-
stand the importance of social capital is to demonstrate its economic 
impacts on productivity growth (Algan and Cahuc 2010; Coyle and Lu 
2020), firm performance (Lins, Servaes, and Tamayo 2017), or in times of 
crisis (Makridis and Wu 2021), as well as impacts on education, health, 
and crime and the corresponding increase in the returns to all other public 
investments (Agarwala et al. 2020).
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Once the importance of social capital for economic growth, produc-
tivity, well-being, and resilience has been acknowledged, a crucial next 
step is to understand what activities and policies exist to generate social 
capital. Sawhill (2020) shows that increased interactions between people 
from different social, economic, political, ethnic, and educational back-
grounds can generate social capital. Potential options include national ser-
vice programs (for example, a conservation corps), increasing resources 
and decision-making power for local communities to direct investments, 
or providing an increased subsidy for charitable giving (thus encouraging 
prosocial behavior). Such programs could support the creation and 

BOX 15.2 Social Capital and the COVID-19 Pandemic

Social capital affects disaster preparedness through multiple channels (pooling of resources, identifying unique 

needs, and protecting vulnerable populations) and at all stages (disaster planning, during the crisis, and recovery 

and future resilience) (Koh and Cadigan 2008; Wu 2021). Because it partially determines information sharing 

and the adoption of new social norms (for example, mask wearing, social distancing, other nonpharmaceutical 

interventions, and even perceptions of vaccines), social capital is an important asset for managing pandemics. 

Research shows complex but important impacts of social capital on the early spread of COVID-19. Using voter 

turnout and blood donations per capita as proxies for social capital, Bartscher et al. (2020) analyze COVID-19 

cases across seven European countries (Austria, Germany, Italy, the Netherlands, Sweden, Switzerland, and the 

United Kingdom) from mid-March to mid-May 2020. The results show that (1) the virus was initially more prevalent 

in areas of high social capital (consistent with higher initial levels of social interaction), but (2) as information about 

the virus improved, higher social capital was associated with better pandemic outcomes. For instance, high social 

capital areas accumulated between 12 and 32 percent fewer COVID-19 cases between mid-March and mid-May 

2020. In Great Britain, Italy, the Netherlands, and Sweden, high social capital areas experienced between 7 and 

14 percent fewer excess deaths compared to low social capital areas. A one standard deviation increase in social 

capital was associated with a 12 percent (Germany) and 32 percent (Italy) reduction in COVID-19 cases compared 

with low social capital areas (Bartscher et al. 2020). Similarly, studying more than 2,700 counties in the United 

States, Makridis and Wu (2021) find that moving a county from the 25th to the 75th percentile of the social capital 

distribution would reduce the cumulative number of infections and deaths by 18.0 and 5.7 percent, respectively. 

This demonstrates a clear empirical basis for the importance of social capital in managing the pandemic.

A potential channel through which social capital might affect pandemic outcomes is through its interaction 

with governance and the quality of institutions. Frey, Chen, and Presidente (2020) debunk the widely held myth 

that autocratic governments have been more effective in reducing the movement of people to curb COVID-19 

transmission. Using a real-time data set tracking 111 countries, they find that while autocratic governments 

imposed more stringent lockdowns and relied more heavily on contact tracing, democratically accountable 

governments introduced fewer stringent lockdowns and were approximately 20 percent more effective in reducing 

geographic mobility at the same level of policy stringency. Frey, Chen, and Presidente (2020, 11) conclude that 

in terms of reducing mobility—a key strategy for limiting the spread of COVID-19—“collectivist and democratic 

countries have mounted relatively effective responses to COVID-19.” 

The importance of social capital for public health is not limited to infectious diseases. Xue, Reed, and 

Menclova (2020) analyzed 470 published studies to demonstrate that social capital has a positive (if small) impact 

on the incidence of noncommunicable diseases such as cancer, heart disease, and diabetes.



THE CHANGING WEALTH OF NATIONS 2021420

maintenance of social infrastructure such as parks and green spaces (Kelsey 
and Kenny 2021; Klinenberg 2018). The OECD identifies improving 
 public sector performance (in terms of responsiveness, reliability, integrity, 
openness, inclusiveness, and fairness) and strengthening public  participation 
in decision-making as key pathways to building trust in government, and 
therefore, social capital (OECD 2017).

Ultimately, because social capital has value, people and firms have 
incentives to collaborate, transact, and connect ideas in a trusting society. 
This increases the potential for productivity growth based on utilizing all 
assets and characteristics of assets to generate creativity and innovation. 
However, the public good characteristics of social capital mean that it will 
be undersupplied by the market. Thus, there is a strong case for govern-
ments to act. Glaeser, Laibson, and Sacerdote (2002, 442) argue that “[i]n 
some communities, the level of investment is high and the return to invest-
ment is consequently high. . . . These complementarities raise the possibil-
ity that there exist multiple equilibria in the levels of social capital 
investment. . . . Multiple equilibria models explain how small differences 
in initial conditions can generate large divergence in long-run levels of 
social capital.” 

New editions of the CWON can fruitfully expand the data sets avail-
able for defining and measuring social capital. Many opinion surveys offer 
valuable information. These include the African, Arab, Asian, American, 
and Latino-barometers (which provide consistent metrics of trust in 
democracy, institutions, and markets), the World Values Survey, and 
 country-specific household surveys. Other information sources, such as 
Mercy Corps surveys, can also inform future assessments of social capital.

Rapid transformative change needs to be managed carefully, whether 
it is from a crisis like COVID-19, decarbonization, artificial intelligence, 
automation, or digitalization. Reinforcing the social contract between the 
state and citizens and avoiding popular discontent and political polariza-
tion require that gains are seen to be equitably distributed and the losers 
supported. This requires enabling institutions to reskill, retool, and 
 compensate affected workers (Haldane 2018); policies designed to com-
pensate those who lose out;11 and targeted place-based employment 
transition policies in areas at high risk of disruption (Austin, Glaeser, and 
Summers 2018).

Social capital is a crucial tool for navigating the economic challenges 
ahead: managing and recovering from the COVID-19 pandemic, reversing 
the trend in biodiversity loss, combatting climate change and managing 
the low-carbon transition, governing the digital economy, and addressing 
automation. Social capital is necessary for securing productivity growth, 
ensuring that climate change and environmental policies are deployed 
effectively and fairly, and enhancing resilience in the face of future shocks. 
The main barriers to recovery, structural change, and technological trans-
formation are not economic or technological: they are institutional, behav-
ioral, and political (Averchenkova, Stern, and Zenghelis 2014). Social 
capital is elemental and ubiquitous, so it is easy to overlook. Yet history 
shows that it is hard to overestimate the returns to measuring, monitoring, 
and investing in the social capital that is all around. 
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Notes

1. For a review, see Sobel (2002) or the more in-depth Dasgupta and Serageldin 
(2000).

2. The intersection of individual and collective components of social capital is 
demonstrated in Bourdieu’s (1986, 248) definition: “Social capital is the aggre-
gate of the actual or potential resources which are linked to possession of a 
durable network of more or less institutionalized relationships of mutual 
acquaintance and recognition—or in other words, to membership in a group—
which provides each of its members with the backing of the collectively owned 
capital.” 

3. The wage premium attached to former politicians who join corporate boards 
or investment funds without any specific expertise in the field may be consid-
ered a signal of willingness to pay for social networks.

4. It is possible this may be because the question set included six questions with 
the word neighbor and only one question with the word trust. There is no pen-
alty within this PCA for the number of similar questions. 

5. The reduction in categories reflects data availability rather than a view that the 
components of social capital are different between these scales.

6. However, using data for the same countries for 1990–2000, Berggren, Elinder, 
and Jordahl (2008) found that the relationship between trust and economic 
growth was no longer as large or statistically significant.

7. Zenghelis et al. (2020) use the eight waves (2002–16) of the biannual European 
Social Survey, which comprises data at the individual level for more than 30 
countries. (The sample varies depending on the year). The European Social 
Survey is a widely respected source and provides cross-country as well as cross-
time comparability. It is also especially insightful on certain themes, including 
social capital.

8. A change in measurement for the income variable occurred between 2006 and 
2008; therefore, the observed pattern of convergence in the series might be 
driven by it. In addition, generalized trust is de-meaned so that mean-shifting 
changes should not appear. 

9. These measures include how often the individual meets socially, whether the 
respondent is a member of a trade union or a similar organization, how many 
people there are with whom the individual discusses personal matters, and 
whether the respondent voted in the previous national election.

10. With the exception of the 61- to 100-year-old group, for which the coefficient 
is statistically indistinguishable from 0. 

11. Examples include proposals for the US Democratic Green New Deal to return 
carbon tax revenues to households, or former London mayor Ken Livingstone’s 
popular use of congestion charge revenues to fund extra capacity on London’s 
bus networks.
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