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Abstract. This paper uses factor analysis methods to identify structures associated with 
human and social capital in a small country with an open-economy, based on a survey 
of small- and medium-sized companies across different sectors. The purpose of this re-
search is to investigate the influences of entrepreneurial and managerial behaviours on 
the relationship between human capital and social capital. The results indicate that the 
principal factor is highly correlated to the variables of experience, professional proficiency 
and cognitive ability, which are predominant characteristics of the entrepreneur, as well 
as status variables such as interlinking, family support, personal relations and social re-
lations. The study also suggests that links between human capital and social capital are 
more salient in manufacturing and construction companies than in the wholesale trade, 
retail trade and services sectors.
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1. Introduction

The elements of human capital (e.g. Hambrick, Mason 1984; Bantel, Jackson 1989; 
Becker 1993) and social capital (e.g. Bourdieu 1986; Coleman 1988; Burt 1992; Put-
nan 1995; Walker et al. 1997) traditionally refer to large and mature institutions and 
organisations. Nahapiet and Ghoshal (1998) helped prompt the spread of social capital 
in the literature focusing on organisational studies. Despite their economic and social 
relevance, there have been few studies in the literature regarding the relationship be-
tween human capital and social capital in small and medium enterprises (SMEs). In 
these companies, entrepreneurial action leading to successful management relies on 
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human and social capital. According to Anderson (2000), business processes result, 
to a large extent, from the dynamics of the individual, the contingency of many of its 
connections and the influence of its contexts. In addition, organisations are composed 
of multilevel systems of social capital that integrate processes occurring at individual, 
group and organisational levels (Leana, Van Buren 1999; Klein, Kozlowski 2000).
Schwartz (1990), Triandis (1993) and Tiessen (1997) have shown the effects of indi-
vidualism and collectivism on entrepreneurship, although no consensus has been found 
on which are the most suitable cultures for entrepreneurship growth in distinct environ-
ments. In terms of social capital Pyke, Sengenberger (1992) have analyzed the industrial 
districts as examples of small and medium enterprise organization given the importance 
of the sociological concept of region to explain the competitive advantages of the com-
panies located in those industrial districts (Lazerson 1995) towards economic success 
(Brusco 1982).
Human capital refers to a set of characteristics that provide individuals with more skills, 
namely, cognition, experience and knowledge, which make them more productive, pro-
vide a higher potential for efficiency and enhance the development of activities (Becker 
1964; Mincer 1974). In the business perspective, for example, Bates (1995) and Shane 
and Venkataraman (2000) have highlighted that individuals with higher levels of human 
capital have a higher propensity for entrepreneurial activity as a result of greater levels 
of self-confidence and decreased concerns over risk. 
Social capital focuses on the fitness of the players and their personal relationships (Lin 
et al. 1981; Portes 1998). It relates to a composite of social obligations or connections 
that is convertible into economic capital under certain conditions and involving differ-
ent entities. Social capital serves as a facilitator of social structure for certain actions of 
individuals, which benefit both the individuals and the organisations (Bourdieu 1986; 
Coleman 1990; Putnan 1995). It mainly deals with interactions between people. 
According to Kilduff and Tsai (2003), social capital may be defined at the individual 
level or collective level, the latter of which includes groups, firms, communities and/or 
nations. This perspective raises the discussion of social capital at the level of individu-
als (Burt 1992), organisations (Leana, Van Buren 1999), institutions (Putnan 1995) and 
industries (Walker et al. 1997). This multilevel approach seeks to integrate and explore 
how the different properties of exchange networks influence individual development. 
Different authors (Pennings et al. 1998; Gimeno et al. 1997; Nahapiet, Ghoshal 1998; 
Adler, Kwon 2002) show extensive literature on the relationship between human capi-
tal and social capital but accentuate little knowledge about the types of relations in 
a specific industry or activity. Specifically, they do not clarify whether the types of 
relations, ties and connections are similar or different across different industries. Other 
authors (Coleman 1988; Bates 1995, Nahapiet, Ghoshal 1998; Bruderl, Preisendorfer 
1998; Florin et al. 2003; Lester et al. 2008) also consider insufficient knowledge of the 
influences of social structure on human capital. Moreover, it is unclear whether greater 
importance of social capital is due to the network of interconnections (positive externali-
ties) or to social status (negative externalities) (Glaeser et al. 2002). 
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The focus of this study is to evaluate the relationship between human capital and social 
capital for entrepreneurs and managers of small- and medium-sized companies. What 
types of elements of human capital are interlinked with elements of social capital? Does 
business or industry render different influences on the relationship between various 
elements of human capital and social capital? A factor analysis technique was used to 
identify the structure of relationships between the variables of social capital and human 
capital and to ascertain the influences of the business sector on this relationship. 

In this article, Section 2 presents a literature review and hypothesis development. Sec-
tion 3 provides the data and presents a brief description of the statistical methodology. 
Section 4 reports the empirical findings. Section 5 discusses the results. Finally, Section 
6 concludes and offers proposals for future research. 

2. Literature review and hypotheses

Becker (1964) and Coleman (1988) identify human capital as the expertise, experience, 
knowledge, reputation and skills of an individual and social capital as the potential that 
available resources provide as a result of a network of relationships between individuals. 
The concept extends to collective social capital (Leana, Van Buren 1999; Putnan 1995), 
which reflects the degree of social integration and values shared within an organisa-
tion and also involves and benefits not only individuals but also organisations (Portes, 
Sensenbrenner 1993).

Human capital has been considered critical to entrepreneurial activity, especially in 
obtaining specific resources (Brush et al. 2001), by facilitating access to social and 
influential relations of great utility, which then contributes value and importance of 
informal contacts (Glaeser et al. 2002; Brinlee et al. 2004). It refers to individuals who 
possess knowledge, skills and abilities acquired through education, training and expe-
rience (Bruderl et al. 1992; Becker 1993; Gimeno et al. 1997). Human capital is an 
individual-level resource that includes accumulated experiences, skills, education and 
other forms of knowledge (Becker 1993).

The essence of social capital (Bourdieu 1986; Coleman 1990; Putnan 1995) is the net-
work of relationships that include family, friends and casual relationships as suppliers 
of important resources of knowledge, information and support. It is an asset associated 
with the structure inherent in social relations and networks (Burt 1997) that facilitate 
individual action (Lin et al. 1981; Tsai, Ghoshal 1998). The importance of social net-
works lies in the social structure and is based on individuals, groups, institutions and 
social interactions (Wasserman, Faust 1994), under which, according to Degenne and 
Forsé (1999), “individuals cannot be studied independently of their relations to others, 
nor can dyads be isolated from their affiliated structures”. 

The literature has focused on the effects of individualism and collectivism on entrepre-
neurship (Triandis 1993; Tiessen 1997) although there are some authors that consider 
collectivism a barrier to entrepreneurship development. Entrepreneurs usually have a 
propensity towards individualism (Huisman 1985; Scheinberg, MacMillan 1986).
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Nevertheless, the results of some empirical studies show that, in certain contexts with 
more collectivist cultures, as is the case of some Asian (Bond 1991) or Scandinavian 
countries (Peterson 1988) have led, in certain periods, to a bigger positive impact on 
economic development. Other studies show that there is an equilibrium between indi-
vidualism and collectivism cultures (Morris et al. 1994; Hofstede 1991).
Furthermore, according to Kecharananta and Baker (1999) the interdependence between 
people and their contributions to the organizations is quite real. The individual actions 
should be integrated and articulated with the organizations in order to obtain higher 
effectiveness levels. The concept of “social capital” is, in some way, related to collec-
tivism (Fukuyama 1995).
Anderson and Miller (2003) ascertained that the nature and extent of social capital and 
resources from the social network affect the ability of the entrepreneur to recognise 
and pursue opportunities provided by certain businesses. Glaeser et al. (2002), in refer-
ring to the individual social capital, associate it with the social features that allow the 
entrepreneur or manager to reap the benefits of personal interactions in the market and 
in society. These business networks at the individual level focus on the relationships 
or ties of entrepreneurs with other individuals and organisations as players in the firm 
(Anderson, Miller 2003), equipping each employer or manager with a unique set of at-
tributes and resources for the company (Kosnik 1990). However, the relational ties may 
differ depending on the characteristics of the social interactions (Hite 2003), creating 
the potential for evolution in a social network via opportunities to discover business 
and resource mobilisation. On this subject, Bourdieu (1986) highlights the fact that 
economic capital identified with the ownership of assets, resources or attributes and ac-
cumulated with investment potential is the basis for all other types of capital. Economic 
capital interacts with other forms to influence social structures, as social life is like a 
multi-dimensional game in which individuals utilise their economic, social, cultural 
and capital resources to obtain status. He also emphasised that individuals from higher 
socio-economic status groups are likely to have more human capital, are more prone to 
social contacts and have the most effective support of these groups. Such findings lead 
Durlauf and Fafchamps (2005) to discuss the difficulty in separating individual effects 
from the combined effects of social capital. Given the importance of the interactions and 
ties at various levels, including individuals, undifferentiated groups or organisations, 
the horizontal or vertical connections that are part of the aforementioned multilevel 
approach are significant. In this framework, De Wever et al. (2005) considers social 
capital to be multidimensional and proposes an analytical model of its influence on the 
efficiency of interorganisational networks. Oh et al. (2004) consider these networks 
multilevel models of relationships within and among groups to identify how these re-
lationships can be extended to elements of the network to improve group efficiency. 
They consider the social capital of the group to be just as important as each of its ele-
ments. According to Oh et al. (2006), the social capital of the group refers to the set of 
available resources derived from the social relations of its members within the social 
structure of the group itself as well as in both formal and information structures of the 
organisation. It is thought to be a meta-analysis, which in turn is composed of a set of 
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resources that flow from the attitudes of the relationships and configurations of these 
own attitudes (Seibert et al. 2001). 
The literature recognises groups or organisations as social systems qualitatively differ-
ent from individuals whose interactions are different at both macro and micro levels. 
The macro level considers interactions to be concentrated in clusters or collective be-
haviours, while ignoring those that occur at the individual level. The interactions at the 
micro level fit into a macro context and result from the interaction and dynamics of 
elements at lower levels.
Another important issue relates to the importance of the industrial districts for the small 
and medium enterprises in different perspectives and implications for economic suc-
cess (Pyke, Sengenberger 1992; Becchetti, Rossi 2000). Several authors (McNaughton, 
Bell 1999; Gulati 1999; Davidsson, Honig 2003; Van Dijk, Sverrisson 2003; Lechner, 
Dowling 2003; Wolfe, Gertler 2004) have shown the great importance of inter-company 
cooperation and economic factors, values, culture and social structures which imply 
social networks and local environment as enabling factors for cooperation between 
companies in which trust is a key-element, as is the case of familiar relationships that 
Porter (1998) considers as a sort of “social glue”.
An important guideline in the literature is that human capital and social capital are inde-
pendent (Florin et al. 2003; Adler, Kwon 2002; Glaeser et al. 2002). Another orientation 
conceptualises the social capital and human capital of individuals as interdependent and 
interrelated (Lester et al. 2008), admitting the difficulty in separating their approach, 
whether at the level of individuals or organisations with aggregate behaviours. In a cer-
tain sense, Glaeser et al. (2002) argue that the theoretical basis for assessing the effects 
of social capital is clear, but through the context of a community and not as individu-
als. The real owners of social capital, through a network of existing relationships and 
mechanisms associated with its creation, are not well identified. Moreover, several au-
thors (Dimov, Shepherd 2005; Davidsson, Honig 2003; Pennings et al. 1998; Nahapiet, 
Ghoshal 1998) found their interrelationships consistent in many aspects, with positive 
influences on many projects without much knowledge on how they combine. In line 
with this, Anderson and Miller (2003) showed that human capital and social capital are 
interrelated in various ways, which causes entrepreneurs endowed with higher levels of 
human capital to relate to people with similar tastes and influences. In contrast, entre-
preneurs from lower socio-economic levels would be disadvantaged in terms of social 
relationships, more likely to relate to people via limited levels of human capital, which 
has implications for business and corporate development opportunities. Entrepreneurs 
with higher levels of human capital, with access to relationships with individuals in 
prominent positions, achieve higher levels of support for their activities and have higher 
perceptions of the external context. For example, Xu (1998) has found a positive rela-
tionship between human capital and the economic status of individuals.
By virtue of this interdependence and interconnection, data seem to prove the existence 
of relationships between variables associated with human capital such as knowledge, 
experience, professional field, cognitive ability and status variables associated with so-
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cial capital such as entanglement, complicity, family support, personal relationships and 
social relationships. A working hypothesis is as follows:
H1: The elements of human capital, such as knowledge, experience, professional field, 

cognitive ability and proactivity, are associated with various elements of social 
capital, such as status, entanglement, complicity, personal relationships, family sup-
port and social relationships.

In numerous studies (Pennings et al. 1998; Gimeno et al. 1997), the elements that 
define features of human capital are found to be important to organisational success, 
particularly those related to the founders of companies (Colombo, Grilli 2005). These 
authors argue that individuals with more human capital are more likely to make better 
business decisions, particularly those individuals with specific human capital based on 
industry or business experience. Such individuals can take advantage of greater benefits 
by seizing appropriate business opportunities. Markovic (2008) believes that individual 
capability is enhanced by higher skill and qualification levels, and this suggest that 
better human capital would enhance organizational performance. As such, Hambrick 
and Mason (1984) state that routine activities of managers are influenced by their past 
experiences and previously established interpersonal relationships.
Dimov and Shepherd (2005) focused on the variables of formal education, industry 
experience and business experience. They note that in contexts where a high level of 
human capital predominates, the distinction between areas of educational specialisa-
tion may have a greater impact than the number of years of experience or length of 
education. In turn, Davidsson and Honig (2003) found no positive relationship between 
years of education and years of experience. Cohen and Levinthal (1990) found that 
perceptions were influenced by the individual ability that enabled one to accumulate 
new knowledge, depending on the availability of such stock knowledge formally ac-
quired through training, or implicit knowledge gained through experience in multiple 
domains. Specifically, one can ascertain the possibility of risk perceptions, opportunities 
and threats depending on the existence of knowledge and is influenced by the ability 
to accumulate new knowledge. In summary, the importance of different variables as-
sociated with human capital variables for business activity is highlighted by contribu-
tions to the success of organisations and by distinguishing multiple variables regarding 
individuals such as knowledge, experience, professional field, cognitive capacity and 
action, which all can facilitate social relationships. 
People who belong to groups with greater social capital tend to invest more in social 
relations and accumulate such capital when personal incentives are high, whereby such 
patterns are not evident if based on a network of interconnections or within the social 
status (Glaeser et al. 2002). These authors suggest that the status variables regarding 
relevant forms of individual social capital allow some people to obtain greater benefits 
from voluntary non-commercial operations. It appears that members of families of high 
status enjoy great benefits from social recognition. By contrast, members of lower status 
groups are indifferent or even hostile to prevailing practices, which explains why they 
are more open to rule changes and shareholder regulations, while displaying lower inter-
est in anything that relates to strengthening the status quo (Phillips, Zuckerman 2001). 
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For more educated individuals with social advantages and more group involvement, 
there is greater diversification of entanglement (Erickson 2004), which is characteristic 
of broader social structures and in turn promotes cultural diversity and knowledge about 
different forms of cultural or popular status (Lin 1999; Erickson 1996). Holt (1998) con-
siders culture as an important social advantage that facilitates access to education, jobs 
and social networks. Experimental results show that the learning of social interlinking 
is longer when relations of non-social interlinking or trafficking are developed (Janicik, 
Larrick 2005), which is why the degree of social integration between individuals will 
affect their ability to correctly understand its context, with implications on their ability 
to generate social capital. 
Burt (2000) reviews the literature and states that entanglement, reputation or status, 
personal relationships and complicity are four sources of social capital. Its origin lies 
in the structure and content of social relationships between individuals, centred on per-
sonal family relationships and sympathetic friendships as well as social relationships 
derived from positions of economic, cultural or social influences. Another source of 
family relationships is based on results, such as emotional attachment, identification 
and sharing among members. 
Adler and Kwon (2002) and Baker (2000) found that investment in interlinking relation-
ships increased individual social capital by promoting the obtainment of benefits via 
information, power and solidarity of both individuals and groups. Coleman (1988) sug-
gested that new experiences create human capital and that social capital was essential 
for the reproduction of human capital.
Social capital is defined as social structures and relationships between individuals within 
organisations. According to Lin (1999), Burt (2000), Adler and Kwon (2002), among 
others, the goodwill created by the social relationship is derived from family, friends, 
co-workers and other committed relationships, which provide access to valuable re-
sources that can be mobilised to facilitate decision-making. 
Given the importance of normative behaviours in relationships, several authors (Adler 
2001; Adler, Kwon 2002) show that relationships are based on trust, reciprocity, obli-
gations and expectations. Tsai (2000) believes that social capital in the organisational 
context involves the recognised amount of social interlinking between individuals. 
Hence, high levels of confidence in relationships arise from social interactions, which 
contribute to the creation of social capital for entrepreneurial learning and new business 
opportunities (Gabarro 1978; Lechner, Dowling 2003). As entrepreneurs interact with 
other entrepreneurs, banks and other entities, they theoretically are well positioned to 
develop trusting relationships that are conducive to the creation and development of 
new business.
The social relations of differentiated groups with high degrees of mutual interdepend-
ence and interrelated activities can strengthen overall social influence (Anderson, Miller 
2003). Resources are more prone to be distributed preferentially among members of a 
group with a common identity (Kramer 1991), especially when they are friends (Aron 
et al. 1991), when they are demographically similar (Tsui et al. 1992) or when they 
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perform interdependent tasks (Greenburg 1979). As such, entrepreneurs often make 
decisions based on advice from friends and other acquaintances, which is especially rel-
evant for small businesses (Bruderl, Preisendorfer 1998; Paxton 1999; Bennett, Robson 
1999). It is recognised, however, that emotional ties provide additional information and 
can contribute to efficiency gains, which can supplant threats of censorship, ensure the 
reciprocity of commitment and lead to the exploration of new opportunities, all with 
lower opportunity costs (Shane, Venkataraman 2000). In summary, the literature indi-
cates that that certain characteristics of social capital are strongly oriented towards the 
protection (i.e. complicity, family support and family entanglement) usually associated 
with businessmen, as well as the exercise of power and influence (i.e. status, non-family 
interlinking, personal relationships and social relationships) usually characteristic of 
managers. The following two specific hypotheses are established:

H1a: The elements of human capital that are associated with entrepreneurs are related 
to elements of social capital marked by family protection and complicity.

H1b: The elements of human capital associated with managers are related to elements 
of social capital marked by power and influence.

In general, case studies of companies across various business sectors are used to analyse 
relationships between the variables of human capital and social capital, specifically 
regarding variables that influence relationships between the variables. Doing so can 
confound the results (Bates 1995). Hence, it is important to investigate each business 
activity. 
Being an entrepreneur is a product of one’s social environment. Anderson and Miller 
(2003) suggest that perceived opportunities are influenced by social origin, and in turn, 
businesses are likely to be influenced by social capital. The types of experiences in 
commercial, management and other business settings significantly influence entrepre-
neurial activities, especially when the specific industry sector is controlled for in the 
analysis (Bates 1995; Gimeno et al. 1997). Pennings et al. (1998) acknowledged that 
human capital was specific to certain homogeneities in a given industry sector, which 
led Dimov and Shepherd (2005) to measure the influence of such sectors on variables 
associated with human capital. 
These studies show the importance of a company’s business sector in influencing the 
relationships between the variables related to human and social capital. The following 
general and specific hypotheses are established:

  H2: Different business sectors or industries influence different relationships between 
variables associated with human and social capital.

H2a: The elements of human capital associated with entrepreneurs, across different 
industries, are linked with elements of social capital such as family protection 
and complicity.

H2b: The elements of human capital associated with managers, across different indus-
tries, are linked with elements of social capital such as power and influence.
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3. Data and methodology

This research focuses on small- and medium-sized firms (SME) in Portugal across vari-
ous business sectors such as manufacturing, construction and public works, wholesale 
trade, retail trade and services, excluding banks and insurance companies. The selected 
firms were firms which employ fewer than 250 persons and which have an annual turn-
over not exceeding EUR 50 million, and/or annual balance sheet total not exceeding 
EUR 43 million (SME definition adopted by European Commission, 2003/361/EC). 
The data were collected using a questionnaire that was sent to a group of firms randomly 
selected from a Dun and Bradstreet database. The chosen firms had between three and 
fifteen years of business history, specifically because such a duration best captures the 
evolutionary phases of business projects. The questionnaire included a cover letter, ad-
dressed to the general manager of each firm, explaining the purpose of the study and 
assuring confidentiality. Two weeks after the initial survey mailing, each manager was 
phoned and encouraged to complete the questionnaire. A total of 199 useable responses 
were received. Of these, 59 (29.7%) were from manufacturing companies, 33 (16.6%) 
were from construction and public works firms, 45 (22.6%) were from wholesale and 
retail trade firms, and 62 (31.1%) were from service firms. All of the variables were 
measured on a 5-point Likert-type scale ranging from 1 (less important) to 5 (more 
important). 
Respondents to the questionnaire were of two types, top managers and business owners. 
Survey respondents were asked to indicate how much influence various measures of hu-
man and social capital had on the performance of the company. A total of 41 variables 
were considered. Of these, 18 were human capital variables, and 23 were social capital 
variables. Human capital was measured using five conceptual dimensions (knowledge, 
experience, professional proficiency, cognitive ability and proactivity), and social capital 
was measured using six conceptual dimensions (status, interlinking, complicity, per-
sonal relations, family support and social relations). Table 1 presents a summary of the 
dimensions and variables. Descriptive statistics (mean and standard deviation) are also 
reported in this table.
To enable improved analysis of the results regarding variables of human capital de-
scribed in this study, factors most likely to characterise the manager and entrepreneur 
profiles were assessed. There is no rigid separation to determine such categories, but 
certain factors were seen to favour each type of profile. No company leader is solely 
an entrepreneur or exclusively a manager. Often, there is a prevalence of certain profile 
trends, which leads to the characterisation of the manager-entrepreneur or the entre-
preneur-manager. The literature is not conclusive in relation to such factors of charac-
terisation. To support such factors, a specific questionnaire was designed for the same 
group of companies. We obtained a sample of 87 valid responses. The variables were 
measured using a 7-point scale ranging from -3 (“manager”) to +3 (“entrepreneur”), 
where 0 corresponded to “both”. To determine statistically significant differences be-
tween “manager” and “entrepreneur”, we used a t-test. Fourteen specific variables cor-
responded to knowledge, experience, professional field, cognitive ability and proactivity. 
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Table 1. Human capital and social capital survey items and descriptive statistics  
(mean and standard deviation)

Conceptual dimensions Variables Mean S.d.

Human 
capital

Knowledge Academic level of the chairman
Academic level of the director / manager
Specific training of the chairman
Specific training of the director / manager 

4.11
3.79
2.21
2.13

1.50
1.43
0.81
0.85

Experience Business experience
Management  /  leadership experience
Technical  /  technological work experience
Commercial work experience
Industry experience
Diversified experience

4.14
4.04
4.09
4.02
3.79
3.86

0.67
0.76
0.76
0.77
1.09
0.84

Professional 
proficiency

Professional proficiency in a  
technical / technological area
Professional proficiency in company management

3.99
4.07

0.83
0.77

Cognitive  
ability

Strategic decision-making regarding  
risk-taking propensity
Ability to innovate
Perception of risks and threats

2.97
3.71
3.53

0.86
0.77
0.69

Proactivity Discovery and exploitation of opportunities
Widespread knowledge
Communication skills

3.33
3.45
3.70

0.89
0.73
0.86

Social 
capital

Status Economic status
Cultural status
Popularity status
Political status

3.55
3.52
2.96
2.39

0.76
0.75
1.00
1.05

Interlinking Family interlinking
Work interlinking
Sporting interlinking
Associative interlinking
Political interlinking

3.49
3.47
2.70
2.69
2.28

0.90
0.80
1.10
1.04
1.04

Complicity Interpersonal solidarity
Interpersonal confidence
Understanding of weaknesses

3.79
3.93
3.71

0.87
0.88
0.87

Personal  
relations

Personal relations with financial entities
Personal relations with the government
Personal relations with business associations
Personal relations with sports associations
Personal relations with cultural institutions

3.41
2.27
3.02
2.58
2.67

0.94
1.06
1.05
1.11
1.06

Family  
support

Family encouragement regarding challenges
Family support to overcome difficulties

3.48
3.25

0.88
0.95

Social  
relations

Informal relations with bank / insurance managers
Informal relations with the government
Informal relations with business managers
Informal relations with cultural institutions

3.14
1.99
2.53
2.49

1.04
1.02
1.00
1.01
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Data and results of the test of significance are presented in Table 2. The statistical results 
suggest that managers were characterised by factors such as management experience/
leadership, experiences in technical work, diverse professional experiences, field of 
business management/leadership, coordination of dispersed knowledge in the firm and 
ability to communicate within a company. Entrepreneurs were characterised by factors 
such as business experience, propensity for risk, innovative capacity and discovery and 
exploitation of business opportunities. Using the literature, a variable associated with 
comprehension of technical work was added to the manager profile, and a variable as-
sociated with risk perception was added to the entrepreneur profile.

Table 2. Test of significance for the differences between “Manager” and “Entrepreneur” 

Variable Manager Entrepreneur Both p-value

Business experience 0.460 0.001

Management / leadership experience –0.471 0.004

Technical / technological work experience –0.425 0.048

Commercial work experience –0.115 0.535

Industry experience 0.034 0.854

Diversified experience –0.310 0.037

Professional proficiency in a  
technical / technological area –0.161 0.401

Professional proficiency in company 
management –0.402 0.022

Strategic decision-making regarding  
risk-taking propensity 1.126 0.000

Ability to innovate 0.724 0.000

Perception of risks and threats 0.092 0.571

Discovery and exploitation of opportunities 0.816 0.000

Widespread knowledge –0.414 0.024

Communication skills –0.374 0.010

Notes: The variables were measured using a 7-point scale ranging from -3 (“Manager”) to +3 (“En-
trepreneur”), where 0 corresponded to “both”. We used a t-test of H0: mM - mE = 0 versus the two-side 
alternative H1: mM – mE ≠ 0. Significant values are indicated in bold 

The data collected allowed us to define the entrepreneur as a person with skills to 
develop business, with competitive and innovative sense, especially qualified to take 
the risk of uncovering and exploiting new opportunities for the development of the 
company. Manager refers to a person with leadership skills and coordination, with great 
understanding and ability to apply the techniques of work organization, with expertise 
and management experience, particularly skilled in communication and mobilization 
of expertise aimed at results. According to Watson (1995), entrepreneurs and managers 
behave a little differently. Managers focus more on doing what is necessary to maintain 
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and improve the organizations while entrepreneurs are more likely to quickly recognize 
new opportunities to seek a constant sense of doing something new and ensuring suc-
cess. It is not intended to open discussion on this topic because it is recognized are dif-
ferent points of view. As an example we point to the work of Kecharananta and Baker 
(1999) for whom an entrepreneur is the person who created his own organization and 
that runs it day-to-day, and they consider the manager as the individual employee with 
managerial skills.
Factor analysis was used to analyse the data. Factor analysis attempts to describe the 
structure of a data set and identify clusters of interrelated variables. Factor analysis 
describes the covariance relationships among the observed variables in terms of smaller 
numbers of unobserved latent variables called factors. For more details, refer to Everitt 
and Dunn (2001) and Johnson and Whichern (2007).
Let Y1, Y2, ..., Yp be the set of the observed variables. The factor analysis model assumes 
the form:
 Yi = qi1F1 + qi2 F2 + ... + qiq Fq + ui,  i = 1, ..., p,

where F1, F2, ..., Fq are unobserved latent variables or common factors, θij is the factor 
loading of the ith variable on the jth factor, and ui is the error or specific factor of the 
ith variable. We assume that specific errors are not correlated with each other or with 
the common factors F1, F2, ..., Fq.
We used the principal component factor analysis method to estimate the factor loadings 
and communalities, which specifically utilises square multiple correlations as estimates 
of the communalities to compute the factor loadings. This procedure drops those factors 
with eigenvalues <1. We then performed an orthogonal rotation of the factors using the 
Varimax method to simplify the factor structure. The goal of this method was to obtain 
factors with a few large loadings and as many loadings close to zero as possible. Fac-
tor loadings greater than 0.4 (in absolute value) were considered significant for factor 
interpretation purposes (Hair et al. 2006). An acceptable factor solution occurred when 
all variables had a significant loading on a factor.

4. Results

After estimation of the parameters by principal-component factor analysis, we obtained 
a factor solution for the correlations of the 35 human and capital data variables with 
KMO (Kaiser-Meyer-Olkin measure of sampling adequacy) scores greater than 0.7. 
The factor loadings were then transformed using the Varimax rotation. The principal 
component factor method retained nine factors with eigenvalues ≥1. For interpretation 
purposes, we only examined the first three factors that accounted for nearly half of the 
total variance. Table 3 shows the unrotated factor loadings and communalities.
The first factor (F1) in the unrotated solution accounts for 26.1% (9.12/35) of the total 
variance and 37.2% (9.12/24.53) of the common variance. The second factor (F2) ac-
counts for 14.3% (5.01/35) of the total variance and 20.4% (5.01/24.53) of the common 
variance. Finally, the third factor (F3) accounts for 7.1% (2.48/35) of the total variance 
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Table 3. Factor analysis for human and social capital data

Variable F1 F2 F3 F4 F5 F6 F7 F8 F9 Comm.

Business experience 0.44 0.43 0.73
Management experience 0.45 0.55 0.75
Technical experience 0.40 0.79
Commercial work experience 0.49 0.61
Industry experience –0.43 0.49
Diversified experience 0.41 –0.43 0.69
Technical professional proficiency 0.44 0.47 0.72
Management professional proficiency 0.49 0.55 0.67
Ability to innovate 0.52 0.51
Perception of risks and threats 0.42 0.50
Widespread knowledge –0.50 0.71
Communication skills 0.42 0.42 0.74
Economic status 0.48 –0.43 0.73
Cultural status 0.60 0.64
Popularity status 0.62 0.73
Political status 0.57 0.40 0.71
Family interlinking 0.40 0.53 0.54
Work interlinking 0.51 0.61
Sporting interlinking 0.64 0.74
Associative interlinking 0.71 0.72
Political interlinking 0.64 0.74
Interpersonal solidarity 0.64 0.51 0.86
Interpersonal confidence 0.71 0.45 0.85
Understanding of weaknesses 0.63 0.50 0.81
Personal relat. with financial entities 0.47 –0.49 0.62
Personal relat. with the government 0.67 –0.41 0.73
Personal relat. with business assoc. 0.67 0.67
Personal relat. with sports assoc. 0.69 0.75
Personal relat. with cultural instit. 0.75 0.76
Family encouragement 0.46 0.41 0.75
Family support to overcome difficult. 0.41 –0.44 0.41 0.81
Informal relat. with bank managers 0.56 –0.48 0.62
Informal relat. with the government 0.66 0.78
Informal relat. with busin. managers 0.73 0.70
Informal relat. with cultural institutions 0.76 0.74

Eigenvalue 9.12 5.01 2.48 1.75 1.49 1.35 1.23 1.09 1.01
Proportion (%) 26.1 14.3 7.1 5.0 4.3 3.9 3.5 3.1 2.9

Cumulative (%) 26.1 40.4 47.5 52.5 56.7 60.6 64.1 67.2 70.1

Notes: Factor loadings less than 0.4 (in absolute value) have been excluded; KMO measure of sam-
pling adequacy = 0.84

Journal of Business Economics and Management, 2012, 13(3): 395–420



408

and 10.1% (2.48/24.53) of the common variance. The communalities indicate the amount 
of variance that each variable shares with all other variables in the set. For example, 
73% of the correlation for the business experience variable is accounted for by the nine 
common factors. All variables (except industry experience, ability to innovate, percep-
tion of risks and threats and family interlinking) have communality estimates of 60% or 
greater. The overall KMO measure of the sampling adequacy is 0.84, with a significant 
Bartlett test of sphericity (p-value < 0.01), which is meritorious for a factor analysis.
Using a threshold of ±0.4 to identify significant loadings, we observed that all of the 
variables in the unrotated solution had a significant loading on a factor. Factor 1 has 
25 variables with significant loadings, factor 2 has 12 and factor 3 has 6. The Varimax 
rotation did not improve the factor structure, and therefore, the unrotated solution was 
used to interpret the factors. 
Factor 1 links human capital variables such as experience (corporate, management and 
diverse), professional field (management), and cognitive ability (perception of risks) 
with social capital variables such as status (economic, cultural, popular and political), 
interlinking (family, work, sports, associative and political), personal relations (financial 
institutions, government, business associations, sports associations and cultural institu-
tions), family support (encouragement and support on difficulties) and social relations 
(bank managers and insurance companies, government, association leaders and cultural 
institutions). Factor 1 reveals that characteristics of human capital are associated with 
a predominant profile of a manager of significant status and influential personal and 
social relationships.
Factor 2 links human capital variables such as experience (business, management, tech-
nical work and commercial work), professional field (technical and management), cog-
nitive skills (innovation capacity) and proactivity (communication skills) with positive 
social capital variables such as complicity (solidarity, trust and understanding) and nega-
tive social capital variables such as personal relationship with the government. Factor 2 
shows that characteristics of human capital are associated with a predominant profile of 
an entrepreneur; they are positively linked to situations of complicity and interpersonal 
understanding and negatively linked to a personal relationship with the government.
Factor 3 negatively links human capital variables such as experience (industry and 
diversified) with social capital variables such as family entanglement and complicity 
(solidarity, trust and understanding). Factor 3 shows that less experience in industry is 
associated with greater family entanglement and professional complicity.
In short, it is clear that managers are generally holders of status and privilege as well as 
influential personal and social relationships. Entrepreneurs are associated with relation-
ships involving interpersonal complicity.
To ascertain the influence of a firm’s area of business on the factor structures of human 
and social capital, we performed a principal component factor analysis on the correla-
tion matrices for each area of business (e.g. manufacturing, construction, wholesale 
and retail trade, and services). Table 4 summarises the results of the unrotated factor 
analysis.
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Manufacturing
In manufacturing, factor 1 is linked to human capital variables such as experience (man-
aged and diversified) and technical field and is also linked to social capital variables 
such as status (cultural, popular and political), interlinking (family, work, sports, asso-
ciative and political), personal relationships (financial institutions, government, business 
associations, sports associations and cultural institutions) and social relationships (bank 
managers/insurance companies, government, association leaders and cultural institu-
tions). This factor reveals that human capital as a whole is associated with a predomi-
nant profile of a manager endowed with positive social status, strong interlinking and 
significantly influential personal and social relationships. 
Factor 2 is linked to human capital variables such as experience (management, technical 
work and the industry), professional field (technical and management) and capacity for 
innovation and is also linked to social capital variables such as political status, interlink-
ing of work and complicity (solidarity, trust and understanding). This factor reveals that 
human capital as a whole is associated with a predominant profile of an entrepreneur 
who relies significantly on complicity. 
Factor 3 is linked to human capital variables such as business and diversified experience 
and is adversely linked to social capital variables such as family, associative interlinking 
and interpersonal solidarity. This factor reveals that human capital is associated with an 
entrepreneur but adversely correlated with reliance on solidarity and family interlinking.

Construction
In the construction and public works sectors, factor 1 reveals that human capital vari-
ables as a whole are associated with the predominant profile of an entrepreneur endowed 
with strong levels of economic and social status, strong interlinking, family support 
and significantly influential personal and social relationships. Factor 2 is not linked to 
characteristics of human capital but is associated with elements of social capital such as 
complicity, family interlinking and work. Factor 3 reveals that human capital variables 
as a whole are associated with the predominant profile of a manager who is averse to 
taking advantages of interpersonal trust.

Wholesale and retail trade
In the wholesale and retail trade sector, factor 1 reveals that human capital variables 
such as professional field are sensitive to risk and are associated with the coordination 
of knowledge related to economic and social status, strong interlinking and intense re-
lationships of personal and social influence. Factor 2 reveals that human capital linked 
to the profile of an entrepreneur is associated with variables such as complicity and 
family support. Factor 3 reveals that human capital linked predominantly to the profile 
of a manager with less experience, less technical expertise and less industry experience 
and is most associated to variables such as interlinking and complicity.

Services
In the services sector, factor 1 reveals the importance and independence of social capital 
variables such as economic and social status, interlinking, family support and personal 
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and social relationships. Factor 2 reveals human capital linked predominantly to the 
profile of an entrepreneur and is especially associated with the variable of complicity. 
Factor 3 is linked to social capital variables such as complicity (solidarity, trust and 
understanding) and family interlinking. This shows that most business experience is in 
contrast to the tendency to resort to complicity and family interlinking.

5. Discussion

This study examined the relationship between social capital and human capital. Factor 
analysis identified three distinct factors of human and social capital. One factor clearly 
showed a predominant profile of a manager characterised by having status, interlinking 
and influential personal and social relationships. Another factor reflected a predominant 
profile of an entrepreneur associated with situations of complicity and interpersonal 
understanding and was adversely linked to a personal relationship with the government. 
The third factor highlighted, in particular, the adverse relationship between experience 
in industry and diversified experiences with the interlinking of family, complicity and 
interpersonal solidarity. Managers are generally individuals of high status, and they 
emphasise relationships of personal and social influence that correspond to attitudes of 
power and influence. Entrepreneurs clearly rely on interpersonal complicity relation-
ships such as attitudes related to protection.
There is a certain rationale for the interconnectedness of variables linked to human 
capital and social capital that different authors have considered worthy of future in-
vestigation (Granovetter 1985; Coleman 1988; Nahapiet, Ghoshal 1998; Lester et al. 
2008). They have also admitted that it is difficult to separate human and social capital 
as independent elements. The calculated factors consist of different variables that reflect 
the distinct business activities and types of firms that form the overall sample, accord-
ing to the arguments of Woolcock and Narayan (2000) and Putnam (2000). Naturally, 
social interconnections hold, bind or unite individuals. Both forms of capital can inter-
fere with the adequate characterisation of the social influence of managers as well as 
entrepreneurs. The present study confirmed this hypothesis. The elements of knowledge 
and training, intrinsic to managers and entrepreneurs, show no influence on any of the 
situations, which is in line with the literature (Becker 1993; Gimeno et al. 1997; Pen-
nings et al. 1998).
Management experience, technical or technological experience, diverse expertise, field 
of management area and communication skills – all factors typically associated with 
managers – are associated with the elements of status, interlinking, personal relationship 
and social relationship. Business experience and cognitive capacity, which are typically 
associated with entrepreneurs, are associated with variables such as family support and 
complicity. The status elements are in line with the argument presented by Bourdieu 
(1986), who considered economic status to be of utmost importance and the basis for all 
other types of status. He showed that these individuals are likely to possess more human 
capital because they are more prone to social contacts and derive more effective support 
from the groups with which they identify. It appears that the variables that make up the 
elements that typify entrepreneurs are interlinked with elements of social capital that 
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characterise situations of family protection and complicity. Entrepreneurs perform their 
activity, focus on the development and results and face continuing challenges with the 
risks of assets, and this requires ensuring stable support and relationships of complicity, 
especially in difficult times. Hypothesis 1a is also confirmed. The variables that make up 
elements that typify managers are related to elements of social capital that characterise 
situations of power and influence. Managers essentially seek success in their firms and 
the best returns for their shareholders. This requires that they depend on personal and 
social relationships, as well as interlinking, to seize opportunities and other facilities for 
their businesses. They also seek to take advantage of and develop situations of status. 
Hypothesis 1b is confirmed.
Another aim of the study was to assess the role of business activity in the relationship 
between human and social capital. The test results were different across the aforemen-
tioned business sectors (e.g. manufacturing, construction and public works, wholesale 
and retail trade and services sectors). 
When each of the three factors across the four sectors was assessed, it was found that 
the activity of services is characterised only by social capital variables for factor 1. In 
the manufacturing, construction and public works and wholesale and retail trade sectors, 
there was an association between social capital and human capital variables. Entrepre-
neurs and managers in companies within the wholesale and retail trade sector, with cog-
nitive ability (risk) and coordination of knowledge, are different from those examined 
in the other sectors. Companies in the construction and public works, in comparison 
to others, were similar in their reliance on professional complicity. The heads of firms 
in the construction and services sectors used family support, which was not observed 
in the manufacturing and wholesale and retail trade sectors. In turn, companies in the 
manufacturing and construction sectors clearly relied on the experience and professional 
mastery of their managers, which was not observed in the wholesale and retail trade 
and service firms. Hatch and Zweig (2000) found that the effects of cognitive factors 
were not obvious to business success, although behaviour characteristics of managers 
contributed to complicity. Cohen and Levinthal (1990) described the importance of 
perceptions on influencing the ability of individuals to accumulate new knowledge, 
including their multiple experiences, from where the ability to perceive risk is derived. 
Friendship, advice from friends and other relationships influence the decision-making 
process of entrepreneurs, especially for those in small or medium businesses, according 
to literature (Bruderl, Preisendorfer 1998; Bennett, Robson 1999). With regard to fac-
tor 2, the heads of industrial firms resort to political status, while those of wholesale and 
retail trade companies rely on family support, both of which are elements that differ-
entiate them from the construction and services sectors. In turn, managers in wholesale 
and retail trade and services firms resort to coordination of knowledge and ability via 
communication, unlike managers in the manufacturing and construction sector firms. 
Concerning factor 3, in companies with industrial and service activities, managers with 
greater business experience do not like situations of family interlinking and complic-
ity. In the construction and public works sectors, managers with business mastery and 
extensive experience were averse to enhancing interpersonal trust. In the wholesale and 
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retail trade sector, less control and technical experience and less experience in indus-
try led to greater efforts in interlinking and complicity. In summary, there were clear 
differences across sectors regarding the human capital characteristics of businessmen 
(entrepreneurs) and managers associated with characteristics of social capital. These 
results confirm hypothesis 2. 
Regarding the elements that identify entrepreneurs and managers, as well as their inter-
connections with elements of social capital, the predominance of the manager profile 
especially gifted in terms of social status, strong interlinking and significantly influential 
personal relationships was found in the manufacturing sector. The businessman profile 
was prone to relying on complicity, political status and interlinking work associated 
with complicity. In the construction and public works sectors, the entrepreneur, gifted 
with economic and social status, strong interlinking, family support and strong rela-
tions of personal and social influence, were associated with power, influence, protec-
tion and complicity, as well as technical work experiences associated with elements 
of complicity, family interlinking and work. In addition, the entrepreneur was averse 
to taking advantage of interpersonal trust. In the wholesale and retail trade firms, the 
managers endowed with economic and social status, strong interlinking and significantly 
influential personal and social relationships were associated with power and influence. 
The entrepreneurs relied on family protection and complicity. Managers with less ex-
perience, less technical expertise and less industry experience relied on complicity and 
interlinking. In the service sector, companies stood out predominantly by the independ-
ence of social capital compared to human capital, characterised by strong ties between 
economic status and social status, interlinking, family support and personal and social 
relations. The entrepreneurs especially relied on complicity in their strong propensity 
for action. Interestingly, more business experience was inversely related to reliance on 
complicity and family interlinking. 
Large businesses are endowed, in particular, with technical and commercial work ex-
periences and competence in the coordination of knowledge, which are in line with 
Colombo and Grilli (2005), who investigated business leaders with experience in such 
areas. Davidsson and Honig (2002) noted strong relationships as sources of additional 
social capital, which occur between very similar persons (Tsui et al. 1992) sharing a 
common identity (Kramer 1991). The data obtained were relevant to understanding 
how a social network affects a manager’s ability to recognise and seize opportunities 
(Anderson, Miller 2003), better access different economic resources and establish dif-
ferent interlinking strategies (Lechner, Dowling 2003; Witt 2004). In turn, entrepreneurs 
are endowed, in particular, with protection, family support and complicity, which are 
adopted as a means for protection. This is based on trust, reciprocity, obligations and 
expectations (Lochner et al. 1999; Adler 2001; Adler, Kwon 2002). All of these behav-
iours contribute to the creation of cognitive social capital (Tsai 2000), although trust 
may have an uncertain social nature (Glaeser et al. 2000). Other authors (Coleman 1988; 
Burt 2000; Adler, Kwon 2002; Anklam 2002) note that social relations are derived from 
the combination of relations, interpersonal trust, family, friends, co-workers and other 
committed relationships, which are all influenced by context (Widén-Wulff, Ginman 

J. A. Felício et al. Human capital and social capital in entrepreneurs and managers ...



415

2004). Family interlinking is also essential for the reproduction of human capital. In 
summary, the relationship between human capital variables and social capital variables 
can be differentiated by identifying entrepreneurs who rely on family protection and 
complicity, which confirms hypothesis 2a, and managers who hold power and influence, 
which in turn confirms hypothesis 2b. 

6. Conclusions

The present study demonstrates that head entrepreneurs with a natural propensity to 
rely on complicity and family protection are different from managers endowed with 
power and influence based on status, interlinking, personal relationships and social 
recognition. The training of entrepreneurs and managers has no influence on elements 
of social capital.
The companies in different business sectors vary in their association with human capital 
and social capital variables that predominantly typify the actions of either the entrepre-
neur or the manager. The data reveal that firms in different sectors show clear differ-
ences (i.e. manufacturing, construction and public works, wholesale and retail trade and 
services sectors). Entrepreneurs were generally associated with complicity and, in some 
cases, family support, while managers were associated economic status, social status, 
strong interlinking, intense personal relationships and social influence. 
This work demonstrates the existence of different interrelationships of variables associ-
ated with human and social capital. It also distinguishes the differences between influ-
ences of social capital associated with entrepreneurs versus managers.
Future studies are warranted to study firms in other sectors, with different levels of 
economic development and different legal frameworks. Such studies can assess the 
presence of elements that can also characterise the profiles of managers and entrepre-
neurs. In addition, an analysis of interdependence and causality relationships between 
the dimensions of social capital and human capital as well their influences on company 
performance will be important.
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