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Objectives: Whilst all models of the entrepreneurial process identify the role of networking as important at both the start-up and developmental stage of a business latterly these models have expanded the notion of networking and embraced the concept of social capital. However, much of the literature on measuring social capital has focussed on the quantity of social capital within a given geographical space. This paper seeks to expand this research by examining the depth and richness of social capital for new venture creation and thereby identifying the impact of social capital in new venture creation.

Prior work: The current literature highlights not only the differences in the approach to the measurement of social capital (Lochner et al, 1999) but it is also observable that there is also little consensus concerning a standardised method of measurement of the concept. In fact, Hjǿllund and Svendsen (2005) argue that many empirical surveys use ad hoc methodologies due to the heterogeneity of the very definition of social capital. This makes the concept hard to measure. Nowhere is this more challenging than in the area of entrepreneurship. If we wish to investigate either the role or effect that social capital has in/on the process of new venture creation perhaps it would be a useful starting point if we accept Cote and Healy’s (2001) suggestion that measures of social capital should be as comprehensive as possible in their coverage of key dimensions of networks, values and norms. Other dimensions such as trust (Fukuyama, 1995) and civic participation (Putnam, 1993) could also be included.

Approach: Current research has tended to be quantitative, for example the World Values Survey (2001). However there is a need to explore the value of social capital in the entrepreneurial process.

Results: This paper will present a critical review of the existing literature on measuring social capital in the entrepreneurial process. It is anticipated that the research will reveal rich, contextual information which will identify the need to investigate social capital from a qualitative perspective.

Implications: Policy makers charged with developing an entrepreneurial culture and the establishment of new ventures, might wish to look at encouraging both nascent and existing entrepreneurs to exploit their formal and informal network relationships, seeking the development of organisations and institutions that will assist in building social capital.

Value: Contribute to the existing literature in emphasising the necessity of understanding the 'measurement' of intangible factors in our understanding of social capital in the entrepreneurial process.
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Introduction

A key aspect of the ‘entrepreneurial process’ at both the start-up and development stage is the utilising of networks by the entrepreneur. Latterly the notion of networking has been incorporated into the concept of social capital. By utilising social capital the entrepreneur is able to compensate or aggregate personal, limited amounts of other types of capital such as financial and human capital. However, what we do know is that levels of entrepreneurial activity as measured by, for example self-employment and new firm-formation, are unevenly distributed throughout society. If there is a causal link between levels of social capital and these levels of entrepreneurial activity, then obtaining a quantifiable level of social capital may assist in addressing the problem of uneven entrepreneurial activity. That is to say if areas of low levels of social capital can be identified and these areas are linked to low levels of entrepreneurial activity then policy makers can seek to address this issue by attempting to compensate for these low levels of social capital. The aims of the paper are thus two-fold, to address the ‘gap’ in the current literature where the role of social capital in the entrepreneurial process is under researched and to identify policy issues which maybe utilised to increase levels of social capital and hence increase entrepreneurial activity in areas where this is limited.

A key factor which needs to be addressed to achieve these aims is the measurement of social capital. Compared with physical or human capital, social capital is less tangible and therefore more difficult to measure. Not only is the concept of social capital currently presenting researchers with definitional headaches in empirical analysis, there is now also considerable debate, controversy and concern over measurement issues. In fact, the bulk of current academic literature suggests that due to the plethora of definitions which now surround the concept, there is a worrying lack of consensus on one single generally accepted definition of social capital, which leads to the point that if you want to measure social capital you have to be able to define it first! This dilemma has not only led to some justifiable confusion, but it has also meant that it is difficult to discuss the actual operationalisation of social capital and ipso facto, accurately assess its validity and reliability.
The important question is then, do entrepreneurs draw on their reserves of social capital embedded within their networks to compensate for their lack of both the tangible and intangible resources required to exploit opportunities? If the answer is yes, what is required is a robust framework that will measure not only the value of entrepreneurial networks as resource providers, but also the importance of these factors within the entrepreneurial process itself. A starting point would be to adopt a definition of social capital acceptable for rigorous, empirical entrepreneurship research that identifies constructs which can be used as proxies for measuring social capital (Portes, 1998). However, as Durlauf and Fafchamps (2004) point out, identifying a universally acceptable, cross-discipline set of proxies for social capital has, thus far, proved to be a formidable undertaking for researchers, due to the many different variables that have appeared in the literature to measure the concept including trust, norms of reciprocity and levels of civic engagement.

Therefore, as we wish to investigate the role and effect that social capital has on the process of new venture creation perhaps it would be a useful starting point if we accept Cote and Healy’s (2001) suggestion that measures of social capital should be as comprehensive as possible in their coverage of key dimensions of networks, values and norms. Other dimensions such as trust (Fukuyama, 1995) and civic participation (Putnam et al, 1993) could also be included.
Current research in the social capital field has tended to be in the main quantitative, for example the World Values Survey (2001). 

This paper will proceed by firstly setting the context for the study, that is identifying the problem of uneven entrepreneurial activity, and then secondly discuss the role of networks as reservoirs of resources in the entrepreneurial process. The paper then proceeds to address the problems relating to measurement that have arisen. It is argued that this problem of measurement may arise due to the lack of clarity in the definition of social capital; this issue is discussed in the penultimate section the paper then concludes with policy implications and suggestions for future research. 

 Context of the study

The current literature highlights not only the differences in the approach to measurement of social capital (Lochner et al, 1999) but there is also little consensus concerning a standardised method of measurement of the concept. In fact, Hjǿllund and Svendsen (2005) argue that many empirical surveys use ad-hoc methodologies due to the heterogeneity of the very definition of social capital. This makes the concept hard to measure. Nowhere is this more challenging than in the area of entrepreneurship.
Reynolds et al (1994) argue that no feature of a region is more critical than its economic well-being and central to their thesis is the significance of the birth of new, small firms which play a major role in job creation, particularly in areas where there has been evidence of high, long- term unemployment. These regions are often the focus of public policy initiatives, designed to stimulate new firm births in an attempt to tackle the levels of unemployment. Within the findings of their study, Reynolds et al suggest that a high proportion of the regional variations in firm births within the European Community (EC) can be partly explained by appreciating the regional characteristics of different regions within countries. Their study also highlights that those higher firm birth rates, although a contributor to regional economic growth, were no guarantee that this growth would in fact, occur. Why should this be the case? We suggest that one possible explanation for the regional differences in new firm birth rates may be down to varying levels of social capital in these regions. An examination of this contention should not only be of interest to academics, but may also have implications for future public policy initiatives designed to stimulate new firm creation and assist the entrepreneurial process.  

One area of the United Kingdom (UK) where there has already been an attempt at examining the reasons behind regional differences in new venture creation is Scotland. In what was regarded as a more general response to the fall in the numbers of new business formations in Scotland, compared with other areas of the UK, the Government intervened to establish the cause of this decline by initiating a major study into Scottish business birth rates. Scottish Enterprise (SE), the regional development agency for Scotland, published The Business Birth-Rate (BBR) strategy report in 1993. One the main objectives of this study was to provide an improved understanding of the role of new business formation in economic development in an effort to explain why Scotland had a lower rate of business creation than other regional and national economies (Danson, 1996). Another objective was to set targets for future new business start-ups in Scotland.

In 2001, The Fraser of Allander Institute (FAI) carried out a review of the BBR strategy following a lengthy public and academic debate. The purpose of the review was to provide an independent, objective assessment of the strategy's achievements and to produce a nationwide formula for SE network's involvement in this area. The FAI concluded that that there had been a positive, but small (three per cent) impact of the BBR strategy on business birth rate trends. While this was well short of the strategy's target of closing the gap with the rest of the UK on business start-ups, the FAI pointed out the original target may have been unrealistic and therefore could not be used to rationally assess the strategy's overall effectiveness. The belief that new business births are vital for national economic development is not in doubt, but we are also interested on the impact these new businesses have within local economies.

In light of this and a general recognition within the extant business and management literature that new ventures and small firms contribute significantly to local economies and in particular to economic development, it is understandable that there is now a considerable quantity of empirical research which addresses the themes of new venture creation and small firm growth (MacPherson and Holt, 2007). Interestingly, Stokes and Wilson (2007) point out that the process of new venture creation is often easier in some regions and countries than others, mainly because the levels of entrepreneurship in specific locations are contingent on the particular sociological and characteristics of that environment. Further evidence of the importance of new businesses is provided by Timmons and Spinelli (2003) who believe new ventures represent a critical source of innovation, job growth and value creation.

It is appropriate, we feel, at this juncture to explore how an entrepreneur acquires the necessary resources to start a new business and then marshal these resources to achieve future growth.

Social capital, networks and resource acquisition

Much of the knowledge required for small firm creation, development and growth we suggest comes from the entrepreneur’s network of social relationships. Support for this view comes from Davidsson and Honig (2003) who believe the concept of social capital captures the external relations people enjoy in a social structure that allows them to recognise and exploit opportunities and is inextricably linked to new venture creation. An entrepreneur’s social capital can therefore be a key organisational growth resource asset. The value of informal and social contacts embedded within the entrepreneur’s social networks can have both short and long term benefits for new firm start-up and growth. Access to networks is perceived to provide potential knowledge resources to support small firm growth, particularly at start-up (MacPherson and Holt, 2007). The concept of social capital refers to the importance of the resources, including knowledge, that are available to a person through his or her social relations with others (Nahapiet and Ghoshal, 1998). Lin, Cook and Burt (2001) would seem to agree, believing social capital to be manifested by,

       “resources embedded in a social structure of relationships which are accessed and/or mobilised in purposive actions.”

We would argue that the establishment of a new business venture is one such purposive action! Furthermore, Baron and Markman (2000) suggest that an entrepreneur’s social capital can assist in gaining access to those individuals who are important for their success including for example, business advisors, venture capitalists, customers and/or suppliers. Thus the core theoretical underpinning of what we describe as ‘entrepreneurial social capital’ (ESC) is quite simple. Firstly, entrepreneurs with better social resources or high value social capital, as manifested through memberships of distinct social networks and the benefits that accrue from those memberships, are more likely to attain their goals – in this case the establishment of new business ventures. Secondly, entrepreneurs will (or should) invest in social relations according to the expected value of the social resources made available by these relations (Flap et al, 1998). Thirdly, it is suggested that the basic constituents of social capital are not only membership of networks themselves per se, but also the number of people in an individual’s network, their willingness or sense of obligation to offer help(or reciprocate)when called upon and the resources they subsequently make available.

If we are to summarise the central proposition of this paper, it is that networks of social relationships constitute a valuable resource in the process of new venture creation. It is also our proposition that network ties provide access to both tangible and intangible resources that include, for example, finance, knowledge and information. Previous research, including the work of Florin, Lubatkin and Schulze (2003), is supportive of our contention that social capital contributes directly to an entrepreneur’s resource base, by facilitating better access to human, financial and information resources. Thus far we have discussed the value of networks and their function as repositories of resources for nascent entrepreneurs, but we would now like to offer some explanation of our understanding of the process of new venture creation itself and the role of social capital within that process. 

The entrepreneurial process and social capital

While many models of the ‘entrepreneurial process’ identify the role of ‘networking’ in acquiring and marshalling resources at both the start-up and development stage of a business, latterly these models have expanded the notion of ‘networking’ and embraced the concept of social capital. However, much of the literature on measuring social capital has focused on the quantity of social capital within a particular geographical space. This paper seeks to expand this research by examining and exploring the depth and richness of social capital for new business venture creation and thereby identifying the impact of the concept within the entrepreneurial process.

New business organisations are not only a central feature of modern market economies but also the product of the entrepreneurial process itself (Reynolds and White, 1997). This process, they argue, begins when one or more individuals initiate a firm start-up and ends some time later when a viable new business is established and trading. Reynolds and White building on previous work by Reynolds et al (1994) promulgate a phased transitional model to explain the process of new firm creation, which they suggest is analogous to our understanding of the biology of human creation. The stages they identify are Conception, Gestation, Infancy and Adolescence. Other researchers, for example, Bolton and Thompson (2004), adopt a less simplistic linear overview of new venture genesis by adopting a more holistic approach, which takes into account the acquisition of resources, managing risk and the use of networks during the entrepreneurial process. See the diagram that follows:

            Bolton & Thompson‘s entrepreneurial process diagram (2004) 

Items 4-6 are the action factors that Bolton and Thompson believe entrepreneurs employ to overcome obstacles and two of these are of particular interest to this study. It has already been established that social networks provide a reservoir of resources for nascent entrepreneurs, but this diagram provides a context of their actual importance to the overall entrepreneurial process itself. It is also interesting that at item 10 there is not only mention of the creation of financial capital for the entrepreneur, but also social capital.

Entrepreneurship itself however is both an economic and social process (Casson, 1991). It is Casson’s view that entrepreneurs who do not have sufficient personal wealth to fund the business start-up process, must have the necessary social contacts or ‘social capital’ as an alternative source of finance. These social contacts, we suggest, could also be sources of both information and knowledge that are vital to the entrepreneur engaging in the new venture creation process. One of these sources is the entrepreneur’s immediate family; particularly the nature and extent of family connections that influence the available opportunities. Other sources of information, according to Casson (1991), lie outside the family in the clubs and societies to which the entrepreneur belongs. These are important non-profit institutions in which nascent entrepreneurs can make contacts and acquire valuable information. However, access to these bodies is often determined by expensive subscription or by professional, academic qualifications, which means that those entrepreneurs who are in some way socially disadvantaged cannot easily gain access to the key information or financial resources necessary to engage in the new business start-up process.

Commenting on Casson (1982; 1990), Deakins and Freel (2006) point out that entrepreneurs not only co-ordinate scarce resources, but also make decisions judgementally that reallocate or organise those scarce resources. 

Furthermore, they make two insightful observations on Casson’s ‘demand /supply curve of entrepreneurs’ hypothesis, with particular regard to the supply side. Firstly, they note that the supply curve of entrepreneurs depends on access to resources, which consequently are dependent on the local economy and environment for their provision. Secondly, they suggest that Casson’s analysis is a genuine attempt to explain why in some economies entrepreneurs and entrepreneurship are flourishing and yet in others there are particularly low levels of individuals starting and developing their own new businesses.

 Profit may not be all that motivates an entrepreneur, there may also be a social purpose to the business, but this would be an area for subsequent research and not part of this paper’s terms of reference.

Before we discuss some of the issues related to measuring social capital within the context of the entrepreneurial process we highlight the debate surrounding the definition of social capital within the literature.

Definitions of social capital from the ‘three godfathers’, Bourdieu, Coleman and Putnam: problems for measurement

Social capital has been independently defined and championed over the past 25 years by Pierre Bourdieu, James Coleman and Robert Putnam. Bourdieu’s analysis focused on the benefits accruing to individuals by virtue of participation in groups, and on the deliberate construction of sociability for the purpose of creating this resource. He defined the concept as, 

         “the aggregate of the actual or potential resources which are linked to possession of a      durable network of more or less institutionalised relationships of mutual acquaintance  or recognition” (1986). 

His definition makes clear that social capital can be broken into two elements: first, the social relationship itself that allows individuals to claim access to resources possessed by their associates and second, the amount and quality of those resources.

Coleman (1988) on the other hand defined social capital by its function as,

         “a variety of entities with two elements in common: they all consist of some aspect of social structures, and they facilitate certain action of actors – whether persons or corporate actors – within the structure” (1988).

The differences in definition between these two eminent researchers are important because any measurement using the Bourdieu definition would have to include an understanding of the material conditions that drive the formation of social processes, whilst an analysis using the Coleman approach needs only to consider motivation at the individual level.

By contrast, Robert Putnam has concentrated on national civic association and the general well being of communities in his understanding of social capital. He has aggregated the social capital of individuals to give a description of the “collective social capital” of the population of an area. 

He defines social capital as referring,

         “to features of social organizations, such as trust, norms and networks that can improve the efficiency of society by facilitating co-ordinated actions” (2000)

In his analysis, he focused on the creation of civic norms, which led to the socio-economic order or conversely the lack of ‘civic-ness’, which lead to a decline in socio-economic order. This is the reverse of Bourdieu’s description of the relationship between the two.

Thus, any proposed research guided by any of the definitions of social capital, suggested by the triumvirate of Coleman, Bourdieu or Putnam, could be undertaken to examine the social relationships that allow members of networks to access resources via those networks. However, research using the Bourdieu definition of social capital (although not specifically focused on entrepreneurship), because of its specific focus on the individual and the clear linkage to the value of resources, could be applied to this area as an underlying theory to explore and help explain the types of the resources individual entrepreneur’s access through membership of their social networks. An examination of entrepreneurship through a social capital lens following the Bourdieuian definition therefore might be best accomplished by adopting a qualitative methodology. Having considered the definitional issues, we now focus the discussion on the measurement of social capital.

Difficulties relating to the measurement of social capital

During the last 15 years, much empirical research has proposed not only a great variety of methods for measuring social capital, but also a plethora of ways of testing its ability to produce relevant social, economic and political outcomes. However, the empirics of social capital still continue to suffer from a definite difficulty to address micro-outcomes in a convincing way, as many studies seem to rely mainly on macro- indicators as can be demonstrated by the following example. In his bestselling book ‘Bowling Alone’ Robert Putman (2000) not only chronicled the decline and revival of American communities, but also made a significant contribution to the ongoing debate on the measurement of social capital. The reason for this was that much of his data relied on information compiled by other people for different purposes, to answer the questions he was posing with regard to the levels of civic associations and social trends in the United States during the latter part of the 20th century. In an earlier seminal study carried out in Italy (1993), on the similar theme of civic engagement, he employed four measures including associational life, newspaper readership, electoral turnout and preference patterns to determine the levels of social capital in the north and south of Italy. One particular critic of this practice of using data that was designed for one purpose and using it for another, was Wendy Stone  (2001) who described it as adopting ‘questionable measures’. She argued that measures which were often designed for other purposes and without sufficient regard to the theoretical underpinnings of the concept did little to ensure validity or reliability. Her solution to this problem was to establish, what she believed to be a theoretically informed measurement framework for empirical investigation of social capital, which would ameliorate the insufficiency of tools for measurement that are currently available. In reality though what Robert Putnam did was to combine 14 separate measures of social capital, including levels of trust and civic engagement, to form a Social Capital Index, which he used to map the levels of social capital for each of the fifty States.

Regardless of criticism from other researchers, including Stone (2001), Putnam (2000) strongly argued that his evidence from the data collected in the USA pointed to a powerful, positive association between social capital and well being, 

            “Where trust and social networks flourish, individuals, firms, neighbourhoods and even nations prosper” Putnam (2000) p 319)

Nevertheless, it is unlikely that communal measures of social capital such as those employed by Putnam could reflect the importance of the social network ties, whether strong or weak (Granovetter, 1973), that are vital for resource acquisition during the entrepreneurial process. 

Although measures of civic engagement and association might be useful and illuminating for some purposes (Field, 2003), they do not provide concrete evidence on the role, nature and quality of, for example, an entrepreneur’s social connections which provide access to the vital resources needed to exploit identified opportunities. Thus, if we accept that social capital is a resource that entrepreneurs utilize to help them achieve their goals, it would seem reasonable to also accept that the critical idea that underpins the concept of social capital is that social networks are valuable, relational assets which function as an important reservoir of information. 

It has already been suggested in this paper that Scottish Enterprise (SE), in their Business Birth-rate (BBR) strategy report (1993) and attested to by Deakins and Freel, that Scotland has a lower new business start-up rate than the South-East of England. If we ignore for a second the issue of unrealistic targets, one reason for this phenomenon could be that nascent entrepreneurs in Scotland do not have the same level of resources available to them as their counterparts in the South-East of England and this is directly linked with the levels of social capital in both areas.

If we also agree with the contention in the mainstream, extant literature that there are a number of different aspects to social capital, for example Bonding, Bridging and Linking (Putnam 1993 et al, 2000: Woolcock, 1998), it follows that measuring the level of social capital in any given community will be complex. This view is supported by the Organization for Economic Co-operation and Development (OECD) who stated in 2001 that much of what is relevant to the concept of social capital is tacit and relational and therefore defies easy measurement or codification.

The measurement of social capital in the UK
In a report published by the UK Government’s Performance and Innovation Unit in 2002, its authors argue that,

‘it is crucial to be able to measure social capital at all levels and in all its  forms and types, and then relate these to particular economic, social and other outcomes of concern to policy makers’ (page 52).

However, the measurement of social capital has to date not only been challenging for policy makers but, it has also been difficult area for academic research. In a review of the literature on the measurement of social capital Field (2003), commenting on the work of Harper (2002), notes that a significant volume of the empirical work has been imported wholesale from the USA with minimal adaptation. This practice might be useful for some cross-country comparisons at a macro-level, but is particularly problematic at a micro-level because relationships and shared norms and values are deeply rooted in local circumstances with people experiencing effects in different ways. Cultural or ethnic differences aside, many of the indicators used in the World Values Survey, for example, were proxies which did not measure social capital directly.  Field (2003) makes the point that proxies are, what he terms, ‘easy variables’ which may have some connection to social capital and are easy to measure.

Harper’s (2002) also analysed many of the UK large-scale quantitative surveys and identified eighteen indicators that had some social capital connection. Although many of these may be valid on community or meso-level as well as a national level or macro-level, they may not be entirely appropriate on an individual or micro-level where different indicators may be required when it comes to social capital measurement.

The view from the United States however, is encouraging with regard to the British position on social capital measurement. According to The Saguaro Seminar, a social capital ‘think-tank’ set up by Harvard University Professor and social capital guru, Robert Putnam, the United Kingdom is probably the farthest along in any country outside the USA in social capital measurement. They hold this view in the main because of the development of a harmonised set of social capital questions by the Office of National Statistics (ONS) questions which have been extrapolated from 15 – 20 different surveys previously conducted on social capital. They have developed an interactive ‘Social Capital Question Bank Matrix’, identifying different aspects of social capital and charting how those dimensions have been probed in different surveys.  The ONS accepts the view that social capital is generally recognised to be a multi-dimensional concept and as such believes that a single measure cannot provide a complete picture. They argue that it is important to distinguish between different dimensions of social capital, as some are more relevant to different policy areas than others. The strategy they adopted was as follows: their framework built on an agreed definition, (they adopted the definition of social capital as proposed by the Organisation for Economic Co-operation and Development (OECD),

       “Networks together with shared norms, values and understandings that facilitate co-operation within or among groups” (OECD, 2001)

As good practice would dictate, they took account of approaches adopted elsewhere, mainly the work of Blaxter et al (2001) who developed a framework for measuring social capital for the UK Health Development agency. This consisted of the following dimensions: a) Participation, social engagement and commitment b) Control and self efficacy c) Perception of community level structures or characteristics d) Social interaction, social networks and social support e) Trust, reciprocity and social cohesion. These dimensions were then adapted to ensure that they were relevant to government policy with the addition of a further factor which would include the participant’s views on the local area. (See Appendix 1)

We have in fact discovered evidence where this framework has been adopted for a research project in Scotland in a study carried out by FMR Research (2006) on behalf of Scottish Enterprise Glasgow and the Glasgow Centre for Population Health, in direct response to a challenge from the OECD for Glasgow to be “really ambitious”. The researchers utilised the ONS UK Framework to produce a Social Capital Framework and Assessment Tool for Glasgow. FMR believed by doing so they would best achieve their research objectives, which were to assess the levels of social capital in Glasgow, collate data on social capital at Scottish, Glasgow and local levels and then recommend actions to develop social capital in the future. 

The ONS however, take the view that as social capital is generally recognised to be a multi-dimensional concept, no single indicator can provide a complete picture on measurement. As the UK Government’s statisticians believe it is important to distinguish between different dimensions of social capital because some are more relevant to different policy areas than others, this view is equally relevant in the field of entrepreneurship research. We should note that the authors of this ONS social capital measurement report, Harper and Kelly (2003) suggest that the indicators chosen were those most commonly used in UK government and non-government surveys and are in no way exhaustive. Their dimensions cover both sources, for example the family, as well as outcomes of social capital; for some indicators however, such as trust, there is debate in the literature as to whether it is an outcome or source of social capital. 

Building on this idea, for example, perhaps those engaged in entrepreneurship research with a social capital focus should have an agreed working definition and then cover the key dimensions of social capital most relevant to the field of entrepreneurship. However, defining social capital at any level has been a problem for some time. This problem we believe can in some part be traced back to the early ‘fathers’ of the concept of social capital who had differing ideas on definition, which has in turn lead to a lack of consensus regarding measurement.

Conclusions and policy implications

Although there has been a significant increase in both the fields of entrepreneurship and social capital research over the last two decades, we feel there has been a limited quantity of relevant empirical investigation into the measurement of social capital particularly within the context of the entrepreneurial process. Our examination of the social capital literature thus far, although not exhaustive, has noted the emergence of several common themes that associate the issues of measurement with the lack of empirical consensus on an accepted definition of social capital.
Regardless of the ongoing debate on the different definitions of social capital, and in keeping with the aims of this paper, we reiterate that what we have done is to highlight the necessity for entrepreneurs to extract benefits from their social relationships (Portes, 1998) that assist them throughout the entrepreneurial process. Accepting that some of these networks are loosely constructed, constantly changing, amorphous and informal (van Deth et al, 1999), they take the shape of overlapping and interlocking associations of family, friends, colleagues and neighbours. Davidsson and Honig (2003) support this proposition arguing that strong family and social ties are an asset in small business creation and development, as these ties act as a pool of resources that the nascent entrepreneurs can draw upon as required. In developing a framework for measuring social capital we would need to identify both the formal and informal networks with which the entrepreneur has some connection and explore why they are important. Other potentially useful data would include the type of relationships within the network, the entrepreneur’s place in the network as well as the frequency of contact and density of the network. 
As has been already noted, an entrepreneur’s social capital can be accumulated via their family membership, social relations, social networks and memberships of both formal and informal institutions. These relationships and interactions help entrepreneurs gain access to the resources that are vitally important for the success of their new business ventures; these resources include business information providers, potential investors, customers and suppliers (Baron and Markman, 2003). In fact, Nahapiet and Ghoshal (1998) eloquently summed this up by stating that social capital is,

             “the sum of the actual and potential resources individuals obtained from their relationships with other people”.

If it can be shown through further research that accumulated social capital can directly facilitate access to resources that allow the exploitation of potential opportunities and at the same time impact positively on the chances of an entrepreneurial venture’s success, it will indeed make a valid contribution to the ongoing debate by adding to the existing body of knowledge in the field.
It has also been our intention to contribute to a broader analysis of policy issues by exploring the themes that have been discussed in this paper with particular regard to national and local policies to enhance new business birth rates. We suggest that more research should be undertaken that provides support to nascent entrepreneurs in a fashion that allows them to build the ‘higher level’ social capital needed to assist with new venture creation. If indeed there is a link between both low levels of new firm formation, self-employment and low levels of social capital, then there is a policy initiative required that needs to increase levels of social capital generally and more specifically, provide access to higher levels of social capital. This could be achieved for example, by the promotion of networking activities in the areas of low social capital bringing together relevant public and private sector bodies to deliver information and provide access to key scarce resources to potential and actual entrepreneurs, at a place and time that would make these activities attractive and accessible to nascent entrepreneurs. Currently many potential high-level social capital organisations, such as Chambers of Commerce and the Federation of Small Businesses require a membership fee and are often located in inaccessible areas for nascent entrepreneurs who are resource constrained. Paradoxically, nascent entrepreneurs are only likely to join these institutions once they are established and have gained access to a high level of social capital.   
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Appendix 1

UK Social capital Measurement Framework

(Source: Harper & Kelly, ONS December 2003)
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Examples of indicators

Social participation

Civic participation

Social networks and social support

Reciprocity and trust

Views of the local area

Number of cultural, leisure, social groups
belonged to and frequency and intensity
of involvement

Volunteering, frequency and intensity of
involvement

Religious activity

Perceptions of ability to influence events
How well informed about local/national
affairs

Contact with public officials or political
representatives

Involvement with local action groups
Propensity to vote

Frequency of seeing/speaking to relatives
/friends/neighbours

Extent of virtual networks and frequency
of contact

Number of close friends/relatives who
live nearby

Exchange of help

Perceived control and satisfaction with
life

Trust in other people who are like you
Trust in other people who are not like you
Confidence in institutions at different
levels

Doing favours and vice versa

Perception of shared values

Views on physical environment
Facilities in the arca
Enjoyment of living in the area
Fear of crime
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