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SOCIAL CAPITAL AND POVERTY

Ammar Siamwalla
- e e

Abstract

The concept of social capital advanced in this paper rests on the idea of trust. It is
generally believed that when a group of individuals engage in cooperative activities —
activities in which there are possibilities of free-riding — over a long period, they do not
always take advantage of one another as would be predicted if they were behaving
opportunistically. Instead they learn to trust one another, and in doing so, they enhance
the group’s productivity and/or welfare. To the extent that individuals have to “invest” in
this relationship by not acting opportunistically in the short run, and to the extent that they
gain future benefits in the long run, this sort behavior is similar to other forms of capital,
hence the term social capital.

The following observations are made on the notion of social capital:

¢ Social capital is potentially a quantitative concept: it makes sense to say one
group has more social capital than another, and therefore can more easily
engage in productive collective activity. The quantitativeness is only potential,
however. The present state of knowledge prevents precise quantification.

e Social capital, unlike physical capital, appreciates rather than depreciates with
constant use.

¢ Because the quantity of social capital rests on past use, the history of a group
or a society matters.

e Social capital is usually not additive, unlike physical or financial capital.
When two firms are merged, the capitals of the two firms are added together to
obtain the capital of the merged entity, but when two groups are combined, the
social capital of the merged entity may not be the sum of those of the two
groups. On the contrary, if these two groups have had a history of hostile
relationships with each other, the combined social capital may be considerably
reduced.

e To the extent that most societies have hierarchies of groups, with smaller
groups (villages) forming part of a larger ones (province or region or nation),
the preceding observation requires that statements regarding social capital
should specify clearly the level of the group referred to.

¢ One factor that leads to a low level of social capital is the degree of inequality.
In many cases strong social capital, if it is confined only to the better off may
exclude the poor, and reinforces the poverty.



In Thailand, inequality has led to a different form of social capital, namely that
embedded in patron-client relationships. These relationships embed a form of social
capital in that they also rests on trust arising from non-opportunistic behavior over a long
period. But unlike the form of social capital described in previous paragraphs, patron-
client relationships are primarily between two individuals and reflect asymmetric power.
It can be regarded as exploitative in certain contexts, and to that extent, it tends to
reinforce the inequality {or to use the Marxist term it reproduces the inequality).
Nevertheless it can be regarded as a form of capital because even clients value such
relationships as it provides them with protection.

In Thailand, economic growth over the last four decades has increased inequality,
particularly in rural areas (even though it may have reduced poverty). This arises both
from the growing importance of markets and the growing intrusion of the State into rural
communities. The three factors: increased inequality, the growing roles of the market and
of the state have combined to lessen social capital among rural communities. Increasing
stratification have also led to the exclusion of the poor from benefiting from the collective
activities of their communities. In many cases the transformation of communal
relationships into patron-client relationships may have ameliorated the pain of exclusion
somewhat, but may have led to a higher degree of social inequality, and a reinforcement
of the stratification.
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