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1. How to define 
social & relationship capital?



PPT NOTE

Social capital gains the increasing attention of sociologists, economists, academics and organizations. Last decades numerous definitions of social
capital appeared, and a debate has arisen on whether the social capital should be perceived as an individual or a collective societal resource.

Social capital provides many positive values for individuals, SMEs and communities. For example, it enhances professional productivity and

advances employee career due to their engagement in cooperative interaction and openness to sharing information, knowledge, and resources.

Moreover, networking may lead to the development of human and intellectual capital in SMEs.

Good relationships with local authorities can help SMEs access valuable information on government policy on future economic development and

taxation. In turn, partnerships with financial institutions can provide an SME with a competitive edge in obtaining more facilitated access to loans

and other financial resources.

In a broader context, social capital may contribute to the economic development and growth in the region. Therefore, SMEs need to make efforts in

building and maintaining social capital.

It is worth noting that social capital can be understood differently, which results in its various definitions.



Social capital definitions

The ability of the people to work together for common 

purposes in groups and organizations. (Fukuyama, 

1995, p. 10)

Features of social organization such as networks, 

norms, and social trust that facilitate coordination and 

cooperation for mutual benefit. (Putnam, 1995, p. 67)

The glue that binds society together. 

(Serageldin, 1996, p. 196)

The sum of actual and potential resources embedded 

within, available through, and derived from the network 

of relationships possessed by individuals or social units. 

(Nahapiet and Ghoshal 1998, p. 243)



Social and relationship capital 
definition in SME context

Ability to secure or obtain 

assets or resources, 

knowledge, and information 

by an individual, group, 

organisation or community 

for its benefit through social 

networks, trust, shared 

norms, and license to 

operate (Acquaah et al., 

2014, p. 13)

The carrier of Social and 

Relationship Capital is 

internal or external 

organizational networks



PPT NOTE

It worth noting that the overlap with human, social and relationship and intellectual capital may be remarked because several definitions arose 
describing intangibles or intellectual capital as composed of three elements (Sveiby 1997; Bontis 2002; MERITUM 2002; Pike et al. 2002): 

• human capital (attributes of the people such as intellect, skill, creativity, the way they work)

• organizational capital (company-owned items such as systems, IP, processes, databases, values, culture)

• relational capital (external relations with customers, suppliers, partners, networks, regulators)

The last element – relational capital – is similar to social and relationship capital presented in IIRC (2021). It may be distinguished from the other

capitals by indicating its carrier – internal or external organizational networks.
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How do you relate? Leveraging your social capital for success

Bill Kooser at TEDxHongKong 2013
This video introduces what social capital is and what is its meaning for an organization. Bill Kooser remarks that companies do not typically treat social capital as a real asset, and they do not 

effectively manage it on a day to day basis.

https://www.youtube.com/watch?v=uQuGtCZkizs


2. What are the 
examples of 
social & 
relationship 
capital?



Elements of Social & Relationship Capital

• key relationships, and the 

trust and willingness to 

engage that an organization 

has developed and strives to 

build and protect with 

external stakeholders

• shared norms, and common values and behaviours

• an organization’s social licence to operate

• intangibles associated with brand and reputation that an organization has 

developed

Source: IIRC (2021), p. 19

https://integratedreportingsa.org/ircsa/wp-content/uploads/2021/01/InternationalIntegratedReportingFramework.pdf


PPT NOTE (4)

Social and relationship capital is important for SMEs since it will allow them to demonstrate the impact of their activities on communities, economy, 

and environment through stakeholder engagements and the social value created. 

There are four various elements of social and relationship capital as inidcated by IIRC (2021). (This text preceeds slide „Elements of Social & 

Relationship Capital”)

From SMEs perspective key relationships, connections, ties, trust and reciprocity are significant at the very beginning since norms, values and social 

licence to operate may be developed later based on sound relations and trust between partners.

Oceana Group – a fishing company – dicloses the following examples of its social and relationship capital (see Integrated Report 2018, p. 4):

• Positive employee relations

• Constructive engagement with government and regulators

• Investor confidence

• Sophisticated supply chain

• Customer relationships

• Community trust

• Collaborative partnerships



Key external stakeholders in SMEs 

related to the Social and Relationship Capital 

SUPPLIERSCLIENTS LOCAL 

AUTHORITIES



Clients, suppliers and local authorities should be recognised as the primary external stakeholders related to social and relationship capital in SMEs.

(This text precedes slide „Key external stakeholders in SMEs related to the Social and Relationship Capital”)

SME must clearly define goals, tasks, and rules of cooperation, develop quick and efficient client service, proivide immediate response to customer needs, 

maintain regular customer base, create a pleasant working atmosphere, and strengthen the company image to develop solid foundations for relations with 

clients.

The relationships with suppliers are based on trading, technology transfer, financial exchanges and informal contacts (Fonfara 2014). 

1. Trading is related to the exchange of raw materials, components or services for monetary compensation. 

2. Technology transfer contributes to the development of innovative partner projects and encourages the establishment of new trade relations. 

3. The financial exchange is based on granting loans, acquiring shares in a partner company. It may strengthen cooperation and contribute to the 

establishment of long-term policies between the partners. 

4. Informal communication may facilitate solving problems and prevent conflicts between the partners. Personal contacts of managers or owners (when 

we consider family businesses) may play a considerable role in mitigating unrequired situations.

The local authorities, who are institutional stakeholders exercising administrative control over business activities, play a significant role in SMEs. They are 

expected to take various actions that stimulate economic development of the region, coordinate SMEs activities in a given area, solve potential conflicts 

arising between various local entities, initiate economic undertakings that are beneficial for SMEs. 



Relationships of SMEs with clients

BUILDING RELATIONS WITH CLIENTS

STRATEGIC OBJECTIVES

✓ attracting a large number of new clients in the future

✓ gaining customer satisfaction and loyalty in the long-term period

✓ building trust among clients and long-term partner relationships

✓ developing e-partnerships

✓ developing marketing strategies

✓ ensuring flexibility of marketing activities

✓ strengthening the positive image on the market

✓ eliminating conflicts of interests

CONCRETE ACTIONS

✓ offering a wide range of products / services

✓ maintaining professional sales staff

✓ introducing promotions and favourable forms of purchase

✓ providing cheap post-warranty repairs

✓ encouraging re-purchasing

✓ analysing customers' behaviour and anticipating changes in the 

styles of purchasing

✓ responding quickly to customer needs

✓ adjusting sales offer to customer requirement

✓ extending the offer with new products / services

✓ keeping in touch with top clients

✓ establishing jointly cooperation objectives and 

principles

✓ negotiating cooperation rules

✓ improving staff competence in the field of customer

service

✓ updating regularly sales offers on the websites

✓ educating clients

Be aware of strategic objectives related to building relations with your clients. If you report about social and 

relationship capital, it is also worth disclosing concrete actions undertaken to maintain good relationships.



Relationships of SMEs with suppliers

BUILDING RELATIONS WITH SUPPLIERS

STRATEGIC OBJECTIVES

✓ creating long-term partner relationships 

✓ building supplier loyalty

✓ developing joint projects and/or business plans

✓ creating new technological solutions and innovations

✓ developing e-partnerships

✓ improving knowledge and information transfer mechanisms

✓ refining jointly delivery logistics

✓ eliminating conflicts of interests

CONCRETE ACTIONS

✓ ensuring continuity, timeliness and quality of deliveries

✓ reducing waiting time for delivery

✓ gaining a group of regular suppliers with an attractive offer

✓ coordinating jointly procurement, manufacturing and 

distribution processes

✓ working out the terms and conditions of cooperation

✓ personalising contacts with suppliers

✓ implementing joint projects

✓ formulating jointly pricing and cost policy

✓ being in regular contact with suppliers

✓ organising informal meetings with suppliers

✓ ensuring a friendly atmosphere in communication

✓ improving staff competence

✓ creating loyalty programs for suppliers

✓ negotiating supply costs

✓ streamlining logistics operations

✓ paying timely liabilities to suppliers

✓ securing fluent information flow and ordering via the Internet

Be aware of strategic objectives related to building relations with your suppliers because cooperation with them 

directly impacts the continuity of the production processes and the quality of products manufactured.



Relationships of SMEs with local authorities

BUILDING RELATIONS WITH LOCAL AUTHORITIES

STRATEGIC OBJECTIVES

✓ establishing and developing long-term cooperation 

with the municipal authorities

✓ building trust and positive image in relations with local 

authorities

✓ building network relations

✓ consolidating cooperation

✓ implementing joint projects

CONCRETE ACTIONS

✓ working out the term and conditions of cooperation

✓ cooperating with non-governmental organizations 

through contacts with local authorities

✓ implementing jointly EU-funded projects

✓ participating in the fairs

✓ searching for new public orders and participating in 

public tenders

✓ creating new jobs in the region

✓ promoting the municipality and region

✓ obtaining access to credit guarantees through network 

relations

Be aware of strategic objectives related to building relations with your local authorities. You should know local 

strategies, investment climate, institutional efficiency in SME development and SME support programs.



3. How to 
measure social & 
relationship 
capital?



Stocks and flows of Social and Relationship Capital

CAPITALS ACTIVITIES OUTPUTS OUTCOMES IMPACTS

Stocks of value Flows of value Performance measures

• number of social 

programs 

supported

• number of 

company social 

events

• number of business 

partners

• number of 

memberships in 

professional bodies

• value of sponsoring 

contracts

• number of projects 

with universities or 

research units

• renewed 

contracts with 

customers or 

suppliers

• new 

collaborative 

initiatives

• new social 

programmes

• corporate social 

investment as

percentage of 

revenue spend of 

social projects

• number of 

employee-voluntary 

workhours

• number of loyal 

customers

• number of 

incoming CVs to 

the company

• articles about 

company in press

• company experts 

in industry panels

• addressing 

stakeholder 

interests

• upholding the 

highest social 

standards

• providing 

leadership 

through 

responsible 

citizenship

• making a 

positive social 

contribution



How to measure relations with clients in SMEs? 

• Client satisfaction and loyalty

❑ number of loyal clients

❑ number of satisfied clients

❑ customer satisfaction index 

❑ loyalty satisfaction index

❑ number of complaints

❑ frequency of purchases

• Operational quality of relationships

❑ existing norms and good practices of 

cooperation

❑ number of contracts concluded

❑ total number of transactions with clients

❑ number of transactions with clients to 

whom the company has been 

recommended

• Strategic customer database

❑ 5% largest customers in terms of revenues generated 

❑ duration of the existing customer relationships 

❑ percentage of clients, who would recommend the company

❑ expenditures on relational marketing

• Customer base renewal

❑ number of new clients

❑ cost of acquiring a new client

❑ number of new followers on social 

channels

❑ number of new subscriptions



How to measure relations with suppliers in SMEs? 

• Cooperative satisfaction 

❑ quality level of products

❑ number of complaints 

❑ number of returns

❑ number of improvements 

or innovations made by 

suppliers

❑ cost of poor quality

• Supplier base 

❑ number of new suppliers,

❑ number of suppliers with 

whom cooperation was 

terminated

❑ duration of cooperation 

in years

❑ suppliers’ loyalty level

• Operational quality of relationships

❑ lead time

❑ delivery volume

❑ delivery speed

❑ number of deliveries consistent with the order 

❑ number of delayed orders

❑ order backlog

• Supplier base renovation

❑ number of new suppliers

❑ cost of searching for a new supplier

❑ effectiveness in searching for new suppliers 

❑ degree of suppliers’ substitution

❑ the potential of foreign suppliers’ base



How to measure 

relations with 

local authorities 

in SMEs? 

❑ duration of the cooperation

❑ satisfaction level of local authorities from collaboration with an enterprise

❑ number of completed projects

❑ level of co-financing from the municipal authorities



4. What are the 
relations 
between social & 
relationship 
capital and other 
capitals?



Social and Relationship Capital 

and its relations with other Capitals 

Each implemented social undertaking requires 

appropriate financing; in this respect, there is a 

need to secure funds (from own sources or 

bank loans) to ensure efficient implementation 
of planned initiatives.

Financial capital

The efficient use of this capital enables an 

organisation to be flexible, responsive to societal 

needs, innovative and faster in getting its 

products and services to market. In this way, the 

company builds trust and strengthen 
relationships.

Manufactured capitalSocial and relationship capital

Human capital

Employees by involvement in social initiatives, 

gain knowledge, experience and develop social 

skills and competences. In this way they build 

their sense of commitment to the social activity 
of the company and feel an integral part of it.

Intellectual capital

The acquisition of knowledge and experience by 

employees involved in social initiatives may 

become the new capital. It should be an aim of 

an enterprise to aggregate and secure the 

knowledge acquired to be used at the right 

time. It contributes to the increase in company’s 
potential in making it a conscious organization

The social awareness of natural resource 

depletion has contributed to the launch of 

activities eliminating the effects of nature 

degradation as a result of business activity. It is 

done by various initiatives such as common 
caring for areas of natural value.

Natural capital



5. How does social 
& relationship 
capital affect other 
capitals (potential 
trade-offs)?



Examples of trade-offs (1)

A decision to increase financial capital may cause a considerable depletion in social capital (Shepherd 2016)

FINANCIAL CAPITAL INCREASE VERSUS SOCIAL CAPITAL DEPLETION

If a large enterprise reduces costs through massive outsourcing or downsizing

shareholders and customers will benefit from these initiatives in the forms of

increased profits or competitive products at decreased prices, respectively.

However, an impact on local society may be devastating since employees in the

region will lose their jobs. Some externalities in the long-term period may appear,

such as increasing social costs related to living in stress due to deprivation of work

and livelihood. If similar practices like downsizing, outsourcing or excessive process

automation start to spread, it will have other unfavourable consequences for society,

such as an increase in the unemployment rate or outflow of labour from the region.



Examples of trade-offs (2)

A decision to increase financial capital may devastate natural capital and deteriorate social

relations with local community.

SOCIAL CAPITAL CHANGE VERSUS NATURAL CAPITAL DEVASTATION 

AND FINANCIAL CAPITAL INCREASE

A construction company builds large housing estates with apartments for young

families in the areas that are heavily forested with existing natural flora and fauna.

The local community, which is made up of older residents, is against the destruction

of natural areas and protests against the investment. On the other hand, housing

financing is supported by government subsidies, which is very beneficial for young

families with children.

The construction company knows that a financially attractive government program

will attract customers, so the company will be able to generate profit. On the other

hand, the problems of negative environmental impact and dissatisfaction of the local

community remain.



6. How do 
companies present 
their social and 
relationship capital 
in the integrated 
reports?



S&R Capital: Example from Vodacom



PPT NOTE (X)

Vodacom is an example of an African communications company that provides data, voice, messaging and financial services across the 

mobile and fixed networks to more than 100 million active individual customers. The vision of Vodacom is to be a leading digital company 

that empowers a connected society. 

The company knows that its ability to deliver value depends on the quality of relationships with stakeholders. Therefore, social and 

relationship capital plays a vital role in building and maintaining proven relations. Vodacom needs to understand how to manage these 

relationships and what to do to deliver societal value. 

For that reason, the company determines its key inputs such as customer base size, relations with regulators and suppliers, and the other 

intangible values, including trusted brand, reputation, or stakeholder confidence. In order to sustain the value and reach the outcomes, 

Vodacom undertakes various activities embracing investment in networks, engagement with regulators, communication with investors or 

partnerships with governments. These activities contribute to strong and generally positive relationships with stakeholders that are

fundamental to overall value creation in the long term. Moreover, as a reliable and transparent organization, Vodacom discloses all these 

issues in the integrated reports and indicates the potential trade-offs. (196 words)

I marked in yellow the terms that are going to be explained in the glossary. So they should be linked with the glossary



7. Test yourself 

what you have 

learnt about social 

and relationship 

capital



Q1. Which statements are correct?

A. Social capital requires relationships 

between and among individuals and 

groups.

B. Social capital diminishes or 

depreciates with the use.

C. Social capital is not costless to 

produce; it requires an investment.

D. Social capital is easily alienable from 

the organization or a group.



Q2. Social capital measurement reflects:

A. formational, relational and cognitive 

dimensions

B. structural, relational and emotional 

dimensions

C. structural, relational and cognitive 

dimensions

D. natural, relational and normative 

dimensions.



Q3. Choose the right completions of the 
statement:

A. establish connections and networking 
relationships with key stakeholders 

B. measure it, using various advanced 
tools

C. develop shared norms, common 
values, and goals to influence 
attitudes and behaviour

D. obtain and maintain a legal license to 
operate in order to demonstrate their 
commitment to key stakeholders

Social and relationship capital is created 
when individuals and companies:



Q4. TRUE OR FALSE QUESTION

Social and relationship capital may 

be perceived as a separate capital, 

as part of human or intellectual 

capital, or as inherent in, and 

therefore cutting across and linking, 

a number of the individual capitals.

TRUE FALSETRUE



Q5. TRUE OR FALSE QUESTION

Social and relationship capital value 

does not persist over time and thus 

investments in social capital should 

recognise only short-term benefits 

flowing from them.

TRUE FALSEFALSE



Q6. Answer the question and fill in blanks

The relationships with suppliers are based on:

T N T E

F I E A

I R C C

T I

1.

2.

3.

4.

Answers: 1. financial exchange, 2. trading, 3. informal communication, 4. technology transfer 
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