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Social capital and social entrepreneurship and innovation culture 

Abstract 

Entrepreneurship is the mark and symbol of effort and success in business and entrepreneurs are the pioneers of 

successful businesses in the society. Their ability to take the opportunities, their strength in innovation and their 

capacity in succeeding are the standards which modern entrepreneurship is measured by. Entrepreneurs in leading, 

management, innovation, competency, job production, competition, efficiency and establishing new companies have an 

important role in economic growth. According to a kind of belief, entrepreneurship as a revolution is necessary for the 

societies. The importance of this revolution in current century is increasingly more than industrial revolution. 

Keywords: social capital, social entrepreneurship, social capital quality and structural aspect, innovation, innovation 

culture. 
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Introduction  

Entrepreneurship is the mark and symbol of effort 

and success in business and entrepreneurs are the 

pioneers of successful businesses in the society. 

Their ability to take the opportunities, their strength 

in innovation and their capacity in succeeding are 

the standards which modern entrepreneurship is 

measured by (Brochaus & Horwitz, 1986). Social 

capital increasingly is based on social and cultural 

factors and its recognition as a kind of capital in the 

macro management level or institutions and services 

management can give a new kind of understanding 

about socio-economical systems and help the 

managers in better leading of systems. Since 

entrepreneurship is a socio-economical process 

which is based on the status and context of society 

in two ways this kind of capital has an important 

role in the activities of entrepreneurs and, as a 

result, the existence or lack of social connections 

and communications effects the nature of business 

(Bolino, 2002). 

1. Social capital 

Up to now there have been different and variable 

definitions for the social capital. Pier Bourdieu 

believes social capital is the total physical or 

nonphysical, material or spiritual sources which 

allow a person or a group take a more or less 

established network of relations for mutual 

familiarity or cognition (Bourdieu, 1992). Robert 

Putnam, from the other side in his assessments, 

suggests that social capital is a collection of 

concepts such as confidence, norms and networks 

which cause an optimum connection and 
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contribution between the members of a society and at 

the end provides their mutual benefits (Putnam, 2002). 

2. Structural aspects of social capital  

This aspect in terms of management structures and 

processes like responsiveness of managers and 

leaders according to their functions, transparency in 

decision making considers the degree of making 

decision and taking action according to group work 

and general pattern of dominant relationship in the 

society. This means that this aspect takes in 

toaccount the degree of relations between the people 

in the society (Bollino, 2002).  

3. The quality aspect of social capital  

This aspect is in terms of phenomena such as values, 

attitudes, commitments, partnership, and trust and 

includes the nature of social relations. In other 

words, since the structural aspect focuses on this 

question that weather the people have any relation, 

the quality aspect focuses on the quality of this 

relation (Bollino, 2002). 

4. The importance of social capital  

In the recent two decades, the concept of social 

capital in its different grounds and forms, as one of 

the most focal concepts, has been appeared and 

expressed. Even though it has developed a great 

deal of enthusiasm and passion among the 

researches and authorities, it has caused different 

attitudes, views, and expectations. The notable 

increase of research in this field expresses the 

importance and unique status of social capital in 

different social context. Generally speaking, the 

amount of social capital in each group or society 

represents the amount of trust that people have to 

each other (Pheyzy & Faghihi, 1385). The existence 

of acceptable amount of social capital facilitates the 

social actions, so that in critical situations, social 

capital can be used as the main source for solving 

the problems and reforming current procedures. 
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Hence, identifying the effective factors in boosting 

or weakening the social capital is of utmost 

importance (Ranani, 1385). Some of the main 

elements which can be used to measure social 

capital are:  

 Understanding public political, social affairs and 

the presence of motivation among people who 

are seeking to obtain this sort of knowledge.  

 Public mutual trust. 

 Informal cooperative sharing in voluntary 

activities. 

In general, we can say that one of the main factors 

for social capital recognition for target society is the 

form and the way of people relations and the state of 

coexistence among the people (Adler, 2002). Value 

of social capital for the personnel, specially for the 

knowledge personnel is drawn from this fact that 

social capital is the original source of power for the 

person and it is non transitional, that is personal 

social capital can not be directly transformed to 

some other people (Timmons, 2003). It depends on 

the person himself that be able to develop a kind of 

personal relation which would have mutual interest.  

An organization can not betake social capital to its 

personnel and in fact developing and expanding 

network of relations needs interpersonal skills and 

personal interests. Both the social capital and human 

capital have a high anthropic, that is for the creation 

and keeping and enhancing their value, both of them 

need a significant investment. In the case of social 

capital, if the energy is not frequently injected into 

the relations, it is possible that relations or even the 

persons themselves be forgotten (Entropy). 

5. Destructive effect of social capital 

Social capital has some costs and it can be 
destructive in some situations. A lot of studies have 
been performed on the advantages of using social 
capital, but less attention has been paid to the risks 
and threats of social capital. The first objection is 
related to the actorswho have the original and 
central role in social capital. Developing and 
keeping the social capital in an organization needs a 
large amount of financial investment to keep in 
place and maintain the relationships between the 
members. In some situations the advantages derived 
from social capital are so lower than the capital 
which is allocated to it (Alvany & Taghavy, 1387). 

6. Relation of social capital with entrepreneurship  

Viclen believes that in addition to the economic 

elements such as market and capital advantages 

which affect the entrepreneur, noneconomic factors 

such as social relation networks can also affect the 

phenomenon of entrepreneurship. Social capital as a 

social phenomenon can lead to creativity, ideology, 

and it can facilitate the innovative behaviors and 

risk taking that could be one of the entrepreneurship 

indexes (Coleman, 1998). Those with higher amount 

of social capital have more access to the sources and 

information that can affect the development and 

formation process of business and access to the new 

market. Hence, social capital is of utmost 

importance to the entrepreneurs and those in social 

groups who have more social capital more likely are 

placed in profitable situations inside the networks, 

so it is more likely that they can discern business 

opportunities more effectively and can use them. To 

be involved in entrepreneurial activities, people 

should be able to monitor environmental changes 

and evaluate the effects of these changes over their 

newborn business. Failing of entrepreneur on 

forecasting his achievement in the business 

produces environmental hesitancy which in turn 

would stop his participation in entrepreneurial 

activities. Even though, social networks provide the 

skill and knowledge which reduces the existence of 

natural ambiguity in the process of 

entrepreneurship.  

7. The importance of social interactions in 

entrepreneurial activities  

Empirical studies show that social interactions play 

a major role in facilitating innovations and creativity 

which are among the indexes of entrepreneurship. 

Theorists have examined the relationship between 

social networks, the development of new ideas, and 

creativity. Also empirical and hypothetical studies 

have been carried out about the relation between 

social interaction and risk taking which are among 

other aspects of entrepreneurship (Nahapiet & 

Ghoshal, 1996). Social relations through 

identification and exploration of threats and 

environmental opportunities and with implementing 

measures for neutralizing environmental hesitancy 

can lead to pioneering. Social relations also results 

in facilitating the knowledge transfer and 

implementation of social interaction not only 

benefits participants in these relations, but also 

people themselves with reducing the expenses and 

time in responding to the needs and environmental 

threats achieve some advantages. Recent researches 

suggest a connection between the network size and 

innovation, self renewal and entrepreneurship. The 

role of networks in boosting innovation and 

development of new ideas has been the subject of 

studies in recent years and their findings supports 

this hypothesis (Burt, 2000).   

8. Social entrepreneurship 

Certo and Miller (2008) define social 

entrepreneurship (SE) as a process that involves the 

recognition, evaluation and exploitation of 
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opportunities that result in social value which 

involves the provision of basic needs such as food 

delivery, health services and education. SE is an 

activity with com-munity goals, which hopefully is 

profitable and the profitis used to reinvest in the 

organization itself (Steinerowski, Jack, & Farmer, 

2008). It is more likely to occur in con-texts where 

there are socio-economic, environmental and 

cultural issues (Dacin et al., 2010) and promotes a 

lasting, attractive and sustainable solution for social 

problems (Nga & Shamuganathan, 2010). Social 

entrepreneurs are people who identify a failure in 

society and transform it into a business opportunity; 

they recruit and motivate others to their cause and 

build networks with essential people at the same 

time. Also, they face the obstacles and challenges 

and introduce their own systems to manage their 

social business (Thompson, 2002). Research on 

entrepreneurship highlights its importance in 

economic growth and development (Kirchhoff et al., 

2013; Headd & Kirchoff, 2009; Shane, 2006; Shane 

& Venkataraman, 2000; Kirzner, 1979; Baumol, 

1990; Schumpeter, 1934). New firms, particularly 

new high technology ventures with disruptive 

technologies, are important for job creation and 

contribute to distributing wealth (Kirchhoff et al., 

2013; Spencer et al., 2008; Michelacci, 2003; Walsh 

et al., 2002; Birch, 1979). 

 Other research has focused on the behaviors of 

entrepreneurs and factors accounting for successful 

entrepreneurship (Gupta et al., 2004; Williams, 

1983; de KetsVries, 1977; Honig, 1998) in contexts 

ranging from science and technology to micro 

enterprises in developing countries (Aldridge & 

Audretsch, 2011). Governments in developing 

economies have made efforts to encourage 

entrepreneurship and technological innovation, 

given their importance, especially in small and 

medium scale business (Dolfsma & Seo, 2013; 

Kang & Park, 2012; Leff, 1979).  

Entrepreneurship in developing countries, 
particularly at the base of the pyramid (Prahalad & 
Hammond, 2002; Prahalad, 2007; London & Hart, 
2004) differs from that in the industrialized world 
(Silvestre & Silva Neto, 2013; Walsh, 2012). In 
developing economies entrepreneurs must mobilize 
capital and specialized labor in imperfect markets 
characterized by poor information and rapid 
structural change (Walsh, 2012; Leff, 1979).  

Likewise, diffusing technologies involves creating 

channels for input supply and sales and introducing 

disruptive innovations to serve new markets (Walsh, 

2012; Christensen et al., 2003). Without 

entrepreneurship, investment in these activities 

might not occur. Social entrepreneurship is valuable 

in commercialization environments prevalent in 

developing economies as it refers to an ability to 

leverage resources and specifically address social 

problems (Dacin et al., 2010; Goldstein et al., 2008; 

Zahra et al., 2009). Often entrepreneurial efforts are 

stymied by a lack of available capital in developing 

countries due to insufficient demand (as in the case 

of renewable energy), thus increasing the risk and 

cost of innovation (Walsh, 2012).  Consequently, 

other entities such as non-governmental 

organizations (NGOs) and academic institutions 

may assume a social entrepreneurship role to 

facilitate successful innovation. 

9. Social entrepreneurship and its development 

Social entrepreneurship is a young research area. 

Researchers in the field of social entrepreneurship 

showed diversified focuses and a unified definition 

was not found (Pless, 2012, p. 317; Short et al. 

2009, p. 161; Dacin et al., 2011; Dacin et al., 2010). 

Dacin et al. (2011, p. 1211) pinpointed the 

importance of social processes in the pursuit of 

social entrepreneurship. They also indicated that 

social entrepreneurship theory should be constructed 

based on the following disciplines: institutions and 

social movements, networks, culture, identity and 

image cognition. A successful social 

entrepreneurship would contribute positively to the 

society. A valuable social entrepreneurship could 

provide constructive thoughts and motives that 

move the society onto the right track and arrive at a 

harmony state. Social entrepreneurship should broad 

social, cultural, and environmental goals, reach a 

high social satisfaction, and enhance social 

innovation. Social entrepreneurs would seek to 

transform societies at large. In order to reach a 

maximum outcome, social entrepreneurship must 

utilize information technology such as the Internet 

for facilitating communication capability.  

10. Innovation 

Innovation has become the core pillar of 

achievement for every organization in the current 

business world. Fast-evolving technology, shorter 

product life cycles and a higher rate of product 

development possibly boost the speed of innovation, 

which triggers changes in the nature of  economic 

development. Innovation is now a core part of 

organizational strategies to achieve and sustain a 

competitive advantage in the market. It will be more 

complex due to rapid changes in customer wants 

and technology (Calantone et al., 2002). 

11. Innovation culture 

Corporate culture has been a fashionable topic since 

the early 1980s (Hofstede, 1991). During the last 

two decades, corporate culture has been 

acknowledged as an important component of 
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organizational success (Irani, Beskese, Love, 2004). 

Johnson and Scholes defined it as a deeper level of 

basic values, assumptions and beliefs that are shared 

by the members of an organization (Johnson, Scholes, 

1984). More specifically, innovation culture refers to 

the shared common values, beliefs and assumptions of 

organizational members that could facilitate the 

product innovation process. When an organizational 

culture or climate encourages the employees’ 

innovation capacity, tolerates risk, and supports 

personal growth and development (Menzel, Aaltio, 

Ulijn, 2007), the organizational culture may be 

labelled as an ‘innovation culture’. 

Conclusion 

The study shows that entrepreneurship drives 

economic growth and our country also can be one of 

the leading counties in entrepreneurial activity. 

Information, knowledge and practical-oriented 

entrepreneurial skills can be imparted for better 

results. Our country must build  up a  wide  network  

of institutions which impart entrepreneurship 

education and training for prospective and existing 

entrepreneurs. The effectiveness of this network is 

considered as satisfactory. The study suggests a 

framework for entrepreneurship education and 

training which can be used to promote economic 

growth. Entrepreneurship as a strategic approach 

is an important element in the development of 

nations and societies. Nowadays because of 

enormous and basic changes in important areas of 

life such as economics and business, 

entrepreneurship is considered as a necessity. As 

entrepreneurship causes change and it is the result 

of creativity and innovation it is called as the 

most competitive excellence of institutes, nations 

and countries. The experts of entrepreneurship 

call it as a new lifestyle which is the origin of 

changes in all aspects of life. All of the values of 

entrepreneurship are the result of the 

entrepreneurs’ interest toward creativity and 

innovation. 
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