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This paper provides a brief summary of a recent Australian Bureau of Statistics (ABS) research
paper, “Exploring Measures of Low Social Capital”." Developing measures of social capital
across individuals and communities has attracted a large amount of attention and policy interest.
However, this is a difficult task. The enumeration of the 2006 General Social Survey (GSS)
provides an important opportunity to explore a range of measures of social capital and see how
they are related to each other. The results presented in this paper show that although a single
measure of social capital is useful in summarising the patterns across the population, there is
sufficient variation to warrant a number of dimensions of social capital to be analysed

separately.
I.  INTRODUCTION

1.  The aims of the analysis presented in the paper are to use the 2006 General Social Survey
(GSS) to: deepen the understanding of social capital in Australia by exploring a number of
measures of low social capital derived from the 2006 GSS; and assist those who will eventually
perform their own analysis of social capital using the 2006 GSS or similar surveys.

2. The Australian Bureau of Statistics (ABS) defines social capital as the “networks, together
with shared norms, values and understandings which facilitate cooperation within or among
groups” (Organisation for Economic Cooperation and Development,

3. 2001: p. 41). While the concept of social capital has received a reasonably large amount of
attention and policy interest, identifying measures that quantify the levels of social capital held
by individuals and/or communities has been more difficult.

4.  The enumeration of the 2006 GSS provides a unique opportunity to analyse a number of
different aspects of social capital and how they are related to one another. The paper presents
results that empirically explore the concept of social capital in more depth than has been
possible before due to the new data collected, and it examines associations between the various
social capital items.

5. A number of the questions used to capture aspects of social capital have not been asked
before in such a large survey, whereas others have not been collected alongside as wide a range

! The ABS research paper, Exploring Measures of Low Social Capital, authored by: Nicholas Biddle,

Elisabeth Davis, Jennifer Myers and Reshen Soorinarain Dodhy.
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of demographic and socio-economic information. To explore measures of social capital, the
analysis presented in the paper is structured around four research questions:

(@ What is the incidence of and associations between the social capital items?

(b) Are there unobserved factors that explain the variance across the social capital data
items?

(c) Isitfeasible to produce meaningful composite items from the dimensions of social
capital?

(d) How do the social capital measures vary across demographic groups?
Il.  SOCIAL CAPITAL: CONCEPTS AND FRAMEWORKS

6.  There are a number of different ways to define social capital. The ABS uses as its starting
point the definition from the Organisation for Economic Cooperation and Development
(OECD). That is, social capital is the “networks, together with shared norms, values and
understandings which facilitate cooperation within or among groups” (OECD, 2001: p. 41). An
alternative way to think of social capital is that, while “... economic capital is in people’s bank
accounts and human capital is inside their heads, social capital inheres in the structure of their
relationships” (Portes, 1998, p. 7).

7. Within the broad definition of social capital, the ABS has developed a comprehensive
Social Capital Framework, which is depicted in the figure in Appendix A (ABS, 2004). Under
this framework, social capital is seen as being a resource which draws on and feeds into other
types of resources (natural, produced economic and human capital). Social capital resources can
be classified into a number of attributes of networks including network qualities, network
structure, network transactions and types of networks. The aim of the paper is not to extend the
ABS (2004) framework but rather to consider measures that fit within it.

I1l. SOCIAL CAPITAL LITERATURE AND PREVIOUS RESEARCH

8.  Inthe social capital literature, there have been two strands of quantitative analysis which
drew upon, and contributed to, the development of the theory of social capital.

9.  The first strand looks at the measurement of social capital, which is the focus of the paper.
The second strand of quantitative research (comprising the bulk of the literature) relates to the
outcomes of social capital.

10. The ABS has made a strong contribution to the measurement of social capital in Australia,
mainly through the development of the ABS Social Capital Framework (ABS, 2004), but also
through analysis of the 2002 GSS (ABS, 2006). This built on work by the Productivity
Commission (2003) and the Australian Institute of Family Studies (for example, Stone and
Hughes, 2002). A number of researchers have also looked at the socio-economic and
demographic variables that are expected to influence the development of an individual’s or
community’s level of social capital.

11. Itis clear that improved measures of social capital, a better understanding of the
relationships between these measures, and a better understanding of the relationship of these
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measures with various demographic groups and aspects of well-being would be greatly
beneficial to the social capital debate.

IV. THE MEASUREMENT OF SOCIAL CAPITAL

12. Given the difficulties in measuring social capital, the scope of the research presented in
the paper is restrained in a number of ways. Firstly, no attempt is made to quantify the level of
social capital in Australia in monetary or other terms. Rather, the focus will be on relative
measures of social capital and how they vary across the population.

13.  Secondly, there is no structural analysis of the factors that determine whether or not a
person has low or high levels of social capital and the elements that social capital might
influence. Finally, the measures of social capital are restricted to those that come from, or can
be derived from, the 2006 GSS. As this is an individual level dataset, area level factors are not
considered in the paper.

14. The 2006 General Social Survey (GSS) collected information from 13,670 private
dwellings. Information was obtained across a range of topics covering various aspects of
people’s social and economic lives. By collecting data from such a range of areas of social
interest, the GSS allows researchers to connect information in ways not generally possible in
more targeted collections. This is likely to be of particular use in developing broad-based social
policy that is not restricted to one aspect of a person’s life.

15. The 2006 GSS is the second such survey and follows the 2002 GSS. The most important
addition to the 2006 GSS from the point of view of the paper is the module on social capital. A
full list of the variables in the 2006 GSS social capital module is in Appendix B. The variables
are grouped into a few broad dimensions:

(@ Network qualities (trust, efficacy, active involvement in groups, friendship);
(b)  Network structure;

(c) Network transactions; and

(d) Network type.

16. While the variables collected as part of the social capital module make up a large
proportion of those analysed in the paper, other data items in the survey are also related to social
capital. These were also included in the initial list of variables that were analysed in the
remainder of the paper.

V. THE INCIDENCE OF SOCIAL CAPITAL ITEMS

17. Because a large number of the variables in the 2006 GSS have not been collected before,
or at least not concurrently, in a large scale national survey, the first step in the analysis is to
obtain a descriptive understanding of individual measures of social capital, as well as the
interactions between them. The analysis in the paper begins by examining the proportion of the
total population who reported each of the social capital items used in the paper, then how the
incidence varies by a few key demographic variables, and finally, the interactions between
social capital items. (The detailed results will not be presented in this summary paper.)



Working Paper 13
page 4

18. In order to construct measures of low social capital it is often necessary to convert the
social capital variables from categorical to binary outcomes. In order to create these binary
variables, however, cut-offs need to be chosen. To do this, a number of decisions need to be
made, as illustrated by examples detailed in the research paper.

19. For instance, for the question on whether people agree that in general people can be
trusted, there are five categories (strongly agree, somewhat agree, neither agree or disagree,
somewhat disagree or strongly disagree). In turning this particular categorical variable into a
binary variable, two related decisions need to be made. First, should the binary variable measure
low or high values of social capital and second, what should be done with the middle neutral
category? Given much of the research literature and policy focus is on the relationship between
low social capital and poor outcomes (low health, being unemployed, etc.) for this paper, binary
variables are constructed to measure low social capital. Hence the neutral category is grouped
with the high social capital categories.

20. One example of the summary findings on the incidence of low social capital is that for the
majority of the binary low social capital variables, there was a statistically significant difference
between those who were born in ‘Australia’ compared to those born ‘Overseas’, and/or between
those who live in ‘Regional/Rural’ areas compared to ‘Major cities’. Furthermore, the direction
of the differences are very consistent. For all the variables where there is a significant
difference, those who were born ‘Overseas’ have a higher reported incidence than those born in
‘Australia’, and those in ‘Major cities’ have a higher reported incidence than those who live in a
‘Regional/Rural’ area.

VI. ASSOCIATION BETWEEN MEASURES OF SOCIAL CAPITAL

21. While all of the variables are likely to capture unique aspects of social capital, a number
of them are also likely to be associated with each other. For example, those who report low
levels of generalised trust may also report low levels of trust in specific institutions. To
understand measures of social capital in the GSS, it is important to know which variables are
associated with each other and how strong the associations are.

22. There are a number of variables that have been used as proxies of social capital by other
authors and/or were discussed in ABS (2006) based on the 2002 GSS or other collections. It is
worth considering the correlations between these variables and other social capital variables in
the 2006 GSS in order to see how previous conclusions may have varied with the wider range
of information available in the 2006 GSS.

23. For example, the ‘Level of generalised trust’ variable was correlated weakly with
measures of low social capital except for the institutional trust variables. This is an important
finding as other authors (for example, Leigh, 2006) used generalised trust as a proxy for social
capital. However, these results suggest that trust does not capture all of the aspects of social
capital.

24. Another measure that has been used as a proxy for social capital relate to a person’s
feelings of safety. The three variables measuring a person’s feelings of safety did not have a
large correlation with other social capital variables (apart from each other). The two variables
measuring safety at home had a only a low level of correlation with ‘No social activities in the
last 3 months’, “‘Unable to ask for small favours’ and “Has no support in a time of crisis’.
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VII. THE DIMENSIONS OF SOCIAL CAPITAL: FACTORS THAT EXPLAIN THE
VARIATION

25.  Although a number of the social capital variables had reasonably large positive
correlations with each other, a high proportion of the bivariate correlations were either low or
occasionally negative. Such a correlation structure would tend to suggest that, rather than there
being one underlying concept of social capital, there may be a set of dimensions of social
capital that the measures fall into.

26. Those variables within a particular dimension are likely to have strong positive
correlations with each other, but lower correlations with variables in different dimensions. The
analysis attempts to identify the dimensions of social capital by estimating whether there is a set
of unobserved factors that explain the variation across the social capital items.

27. To examine the dimensions of social capital, common factor analysis is used. Unlike a
regression style analysis which is used to look at the relationship between one variable of
interest (the dependent variable) and a set of observed explanatory variables (the independent
variable), factor analysis is used to study the patterns of relationships among many dependent
variables (Darlington, 1997). This is done with the aim of identifying the underlying variables
that directly affect them, even though these variables are unobserved or not measurable directly.
These variables are called factors and the relationship between the observed variables and the
underlying factor is given by the factor loadings. Eigenvalues give an indication of the amount
of variance explained by that factor.

28. There are three main steps involved in the common factor analysis:

(@ The first step in undertaking any type of factor analysis is to create a correlation
matrix of those variables that might potentially be influenced by the underlying factors;

(b) Based on these correlation matrices, the next stage of the factor analysis produces a
set of eigenvalues for all possible factors. These eigenvalues represent the weighted sum of the
squared correlations for each factor with the observed variables;

(c) After selecting the number of factors to retain, the next step is to rotate the matrix of
factor loadings. To interpret the rotated results, variables that have a factor loading of 0.4 or
higher for a given factor are assumed to be influenced by that unobserved factor.

29. The results showed that five factors emerged from the analysis. Looking first at the
eigenvalues, whether or not there is one or more than one dimension of social capital depends
on the criteria used. If using the scree test, an argument could be made that there is only one
factor that underlies the 32 social capital measures in the 2006 GSS. However, if a cut-off of
one for the eigenvalues was used, then it would appear that there are five underlying latent
variables or factors that are discussed in the next section.
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VIII.EXPLORING COMPOSITE MEASURES OF LOW SOCIAL CAPITAL

30. The analysis shows there was potentially a limited set of factors that explained a large
amount of the variation across 32 of the social capital data items in the 2006 GSS. These factors
can be thought of as unobserved or latent variables that constitute a particular dimension of
social capital with the loadings that the individual variables had on the factors being an
indication of the relationship between the latent and observed variables. Making this assumption
allows us to derive a set of composite variables representing each of the dimensions. In
discussing the results in the previous section, it was identified that either a one-factor or five-
factor solution was appropriate for the 32 binary measures of low social capital. The composite
items for the five dimensions of low social capital items outlined in the table below are labelled
as follows (a summary of the factor / variable association is presented in Appendix C):

(@ Support-Comp. 1;

(b) Community involvement — Comp. 2;
() Trust—Comp. 3;

(d) Feelings of safety — Comp. 4; and
(e) Network type — Comp. 5.

31.  While the mean values for the measures of low social capital are a useful summary of the
distribution across the population subgroups, it is often those individuals with very low values
of social capital that are of most policy interest. The second section of the relevant tables in the
research paper therefore give the proportion of the particular sub-population who have a value
for each of the composite items that puts them in the decile with the lowest level of social
capital. Values greater than 10% indicate a greater proportion of the population group with very
low levels of social capital than the population average.

Mean Values and per cent of population with very low relative levels of social capital — Total
population and by sex and age group

S Age
Total Male  Female 18020 30m4d 45©50 80ps
Mean value for CF:IITIPC‘SI'IB indicators
Comp. A - Sodd caplial 100.0 w041+ S80% 1008 G52+  Q5@* 1104+
Comp. 1 - Support 100.0 Eas  o33e 871+ 904 1052% 1082+
Comp. 2 — Corrmunity Invchement 100.0 1012 LX) 1123+ OS5+ @08+ 1043+
comp. 3 - Thst 100.0 WSl 41+ 1030 4013 1003 a4z *
Comp. 4 - Feslings of safety 100.0 241+ 1052% 1004 1010 or4* 1013
Comp. 5 — Metwork type 100.0 Q55+ 1044+ Q937+ @30+ 1012 1134+
Percant of FIDFU|S'[|DI'I in decile with lowest social capr:al
Comp. A - Socld capi 1000 115% as% % 2% 102 14.2%
Comp. 1 - Support 1000 12.59% TE% S4% am  12F% 120
Comp. 2 — Cormrmunity Invhement 1000 a5 104% 14.4% 2% T 110%
comp. 3 - Trust 1000% 12.59% TE% 125% 102%  100% TA%
Comp. 4 - Feslings of safety 1000 TE 1207 2 105% 7% 112%
Comp. 5 - Metwork type 1000 2% 1l 7% ams  108% 144%
Proporton of populatian 1.00 0.49 0.51 022 029 027 023

P P T P P P P P
Mote: In the first pam of the table indicate, higher values indicate lower levels of social capital with values
rrarked with an * are significantly different from the raconal average (1000 at the 59 level of significance.
standard errors are presented in Appendix C.
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IX. SUMMARY

32.  While the concept of social capital has received a reasonably large amount of attention
and policy interest, identifying measures that quantify the levels of social capital has been more
difficult. Those who have used social capital in quantitative research have often relied on proxy
measures or variables that measure one particular aspect only. Enumeration of the 2006 General
Social Survey (GSS) provides an opportunity to develop more detailed measures of social
capital than had been possible in Australia. Based in part on the Social Capital Framework
developed by the ABS (2004), the 2006

33. GSS contained a range of questions that touched on many aspects of social capital at the
individual level.

34. Returning to the research questions outlined in the paper, the following observations are
made:

(@ Inanswering the first research question, there was a great deal of variation in the
incidence of the different measures of social capital. There was also substantial variation in the
social capital items by population subgroup;

(b) Addressing the second and third research questions, based on common factor
analysis using a correlation matrix of 32 individual measures of social capital, the results
presented in this paper confirmed that the concept of social capital can be partitioned into a
number of dimensions. This fits well into the ABS (2004) framework of social capital;

(c) Addressing the fourth research question, by estimating a set of composite items
rather than one, it was possible to show that individual dimensions of social capital occasionally
varied across demographic groups in different ways. Some demographic groups (those born
overseas or those who live in major cities) had consistently low levels of social capital across
the dimensions.

35.  Whilst somewhat exploratory, what this analysis demonstrates is that in many cases the
dimensions of social capital need to be treated separately. Rather than being a single measure,
social capital is clearly better thought of as a set of related concepts.

36. Ultimately more research needs to be carried out on these and other measures of social
capital to test their validity for the purposes of research and policy formulation. For example,
although it was found that the measures of low social capital varied across demographic groups,
it was not shown whether or not they were related to aspects of well-being or whether these
associations remain after controlling for demographic characteristics.

37.  Anupcoming paper will test the validity of the composite measures created in the paper in
terms of their associations with aspects of well-being, and whether these associations remain
after controlling for demographic characteristics.
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Appendix A

2.1 Social Capital, Culture and Political, Legal and Institutional Conditions in Australia

g;_lt;fg_lage Culture and Political, Legal and Institutional Conditions E;Ig::;ramn of powers

History Universal adult suffrage

Religions Transparency of political process
Sports Rule of law

Cultural Events Social capital Reprasentative elected government
Arts

4. Network Types

4.1 Bonding
4.2 Bridding
4.3 Linking

T h N i 1. Network qualities
. Network transactions
Network composition L1 Heogms
. Trust/Trustwarthiness
3.1 Sharing support . Reciprocity
Phiysical/financial assistance Family Sense of efficacy
Emational support -In-househokd Cooperation
Encouragement -Ex-household Acceptance of diversity
Integration into community Friends Inclusiveness
Common action Meighbours
Colleagues 1.2 Common pumpose
L : Organisations/Groups Social participation
Knowledge and !nformatlon -Government *Civie participation
Irtreductions Mot for profit *Corm rr?un'rty s.upport
. -Commercial Friendship
3.3 Negotiation People in general Economic participation
3.4 Applying sanctions - P N
Acquaintances (* includes voluritary work)

2, Network structure

2.1 Sie
2.2 Density and Openess
2.3 Communication maode
2.4 Transience/mobility
2.5 Power relationships

Institutional
E.g. Agents of policy implementation and review
(e.g. Ombudsman, Administrative Appeals Tribunal)
Institutions for the promotion of economic stability
{e.g. Reserve Bank, International Monetary Fund)

Legal

E.g Independent judiciary

Criminal, civil, contract, property and constitutional law

Protection against arbitrary amest and detention

Transparency of legal process

Intemational conventions and agreemeants

Freedoms of: speech; association; assembly;

religion; the press; movement

E:g;&r?r;;ilrgﬂ}]lggi\q:presentamn, Positive effects of social capital Negative effects of social capital

Regulatory mechanisms and framewoark . . .
E.2. Network development E.g Social exclusion or intolerance of

ldentity and sense of belonging differance (unbalanced bonding)

Increased knowledge/understanding||Reduced family functioning

Increasad confidence in community || {(unbalanced bridgng)

capacity to achieve goals Corruption (unbalanced linking

Community resilience Community breakdown

Satisfactory locus of control

Lowering of transaction costs

Conflict resolution

Source: Measuring Social Capital, an Australian Framework and Indicators, 2004 {cat. no. 1378.0)
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Appendix B — Social Capital Variables in the 2006 GSS

MNetwork sitnibute

Varable name

b bl b ek bk b b bR b bl R D Rk bl bR bbb bbbk bk bbb bbbl b b AR R bbbl

MNetwork qualities

MNorrns: Trust

Norms: Serse of efficacy

Active rvohemsant in groups

Frisnadship

MNatwork structure

Network transactions

Network type

Lenel of gamaralised trust

Lenel of trust in institutiors — doctar

Lenel of trust in institutiors — hospitaks

Ll of trust in institutiors — polize in local arsa

Ll of trust in institutiors — police outside local arsa
Feslings of safety walking alre in local arsa after dark

Feels able to havwe & say with family and friends on important issues
Feels able to havwe & say within community on important ssues

Active imobement in social or support @roup in the st 12 months by typs of
organisation

Active imvobermant in group in the last 12 months by type of organisation:
@overnance and citizenship

Active imobement in group in the last 12 months by type of organisation:
community suppaort

Typs of civie activity engagsd in, in the last 12 months

Hars se-househald family members fask closs to, can confids in
Mumbsr of ex-housshold family membsrs can confids in

Has friends feals chees to, can corfids in

Mumbsr of fiends can confide in

Frequency of face-to-facs contact — ex-housshakd family and fisnds

Fraquency of other fomns of contact - ex-housshold family and friends

Other forms of contact used with family and fiends

Frequency of Intemet or SMS contact with family and friends

Typs of partizi pation in group activitiss as childiyouth

Parsritis) did wolurtary work

Parsan knows of someons in type of organisation woulkl feel comfortable
conitzcting for information/advice

Provision of unpaid worktypss of support in past four weeks to sx-household
persoE

Provision of unpaid sssistance, by scipient

Whether parson spent time in last four wesbe providing unpaid care, help ar
assistancs to family membsrs or others becauss of a disakility, a long-term
illress or problems elatsd to old ags

Whether attended & community svent in past sic months

Whether sver bssn active in project to onganiss rew service or activity, or presens
exigting one in the keal area

Proportion of friends of similar age

Proportion of friends of sams ethnic background

Proportion of friends with mughly the same level of sdusation
Murnbsr of onganisatiors where personally knows someons
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Appendix C — Summary of factor / variable association

Factor Lahel Binary Social Capital data itermns

Comp. 1 Support Has no support in & time of crisis
Does not have a friend they are closeto or can corfide in
Unahle to ask for small favours
Does not kave an ex-housshaold family member they are close
to or can confide in
Mo social activities in the last3 months
Frequency of ather forms of contact with ex-household family
and friends manthly orless
Frequency of face-to-face contact with ex-household family and
friend s manthly or less
Does not feel able to have a saywith family and friends on
important issues

Camp. 2 Community Invalvement Did not do unpaid voluntary work in the last 12 maonths
Mo imvoleement in civic activity in the last 12 months
Hasnot been activein a project in the local area
Mo inwolvement in governance or citizenship group inthe last 12
months
Did not provide work or support for ex-household persons inthe
lastd weeks
Mo invokeement in social or support groupin the last 12 months
Did not attend a community event in the pastb months
Did not provide care to family member or others in last 4 weeks
Does not know someone in an arganisation for information and
advice
Did not personally donate money inthe last 12 months

Caomp. 3 Trust Low trust in insttutions - police in local area
Low trust in institutions - police outside local area
Low trust in insttutions - hospitals
Low trust in institutions - doctor
Low igeneralised trust

Comp. 4 Feelings of Safety Feels unsafe arvery unsafe at home alone during day
Feels unsafe orvery unsafe walking alone in local area after
dark
Feels unsafe orvery unsafe at home alone after dark

Comp. 5 Network Type Low or high praportion of friendswith roughlythe same level of

education
Low or high propartion of friends of same ethnic background
Low or high propartion of friend s of similar age

other data items

Did not attend a sporting event in the last 12 months

Could notraise $2000 within a week

Does not feel able to have a saywithin community an irmportant
IS5UES

* Kk kX %k



