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The article provides an empirical test of the hypothesis of the influence of the level of economic
development of the country on the level of development of its social capital based on panel data
analysis. In this study, the Indices of Social Development elaborated by the International Institute of
Social Studies under World Bank support are used as an indicators of social capital development as
they best meet the requirements for complexity (include six integrated indicators of Civic Activism,
Clubs and Associations, Intergroup Cohesion, Interpersonal Safety and Trust, Gender Equality,
Inclusion of Minorities), comprehensiveness of measurement, sustainability. In order to provide an
empirical analysis, we built a panel that includes data for 20 countries divided into four groups
according to the level of economic development. The first G7 countries (France, Germany, ltaly,
United Kingdom); the second group is the economically developed countries, EU members and
Turkey, the third group is the new EU member states (Estonia, Latvia, Lithuania, Romania); to the
fourth group — post-Soviet republics (Armenia, Georgia, Russian Federation, Ukraine). The analysis
shows that the parameters of economic development of countries cannot be completely excluded from
the determinants of social capital. Indicators show that the slowdown in economic growth leads to
greater cohesion among people in communities, social control over the efficiency of distribution and
use of funds, and enforcement of property rights. The level of tolerance to racial diversity and the
likelihood of negative externalities will depend on the change in the rate of economic growth. Also,
increasing the well-being of people will have a positive impact on the level of citizens’ personal safety,
reducing the level of crime, increasing trust.
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Introduction. Contemporary, the question of what factors of production are and how
they affect economic development is still relevant, although the range of factors that are
essential for economic growth is expanding significantly. “Moving from the proximate to
fundamental causes of growth also shifts the focus of attention to the institutional framework
of an economy, to its 'social capability” by Hjerppe R. [13]. Indeed, social potential is
increasingly seen as a fundamental factor in a long-term stable trajectory of development and
growth. The idea of growth itself has been significantly rethought — the emergence of the
concept of inclusive growth is currently changing the socio-economic policy, its priorities
and instruments. The social determinants of development are in the focus of research in
response to changing global development goals — the emergence of the Sustainable
Development Goals and the Europe 2020 Development Strategy. The objective of improving
the quality of the social environment is directly linked to the development of social capital.

Problem statement. Traditionally, social capital is explored as a result of the influence of
social factors (level of trust, level of cooperation of people, etc.) only. There are also studies
examining the impact of social capital on economic growth. However, there is an important
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research question unexplored so far, and how much social capital depends on the level of
economic development of a country, particularly on growth indicators.

The purpose of the article is to investigate the link between economic growth and
changes in social capital. Therefore, by testing the hypothesis that the economic growth rate
of a country influences the change in its social capital, we will form an understanding of the
opportunities for countries with different levels of development to increase their own social
capital.

Results of the research. In order to empirically test the impact of economic development
of the country on the level of social capital development, we will use panel data models.
Panel data by their structure form an array of statistical information on a single array of
objects for a number of consecutive periods of time. This helps to increase sample size under
data constraints and thus increase the model parameter estimation efficiency, compensate for
the disadvantages of separately spatial and dynamic models and identify individual effects
for countries. In addition, the use of panel data is considered to be an excellent tool for
overcoming the endogeneity of regressors, e.g. their correlation with random errors.

One of the key problems encountered in the study of social capital is the choice of an
adequate indicator or group of indicators that fully describe the essence of social capital and
make it tangible.

The choice of social capital indicators is complicated by the debate over its definition.
Today, scientists are on the lookout for sources of its origin, history of formation and factors
that determine its dynamics. Most authors agree that trust is key in the existence of social
capital. However, researchers do not agree on what role trust plays.

Social capital was introduced into scientific research by R. Patham in a work where a
comparative analysis of the institutional and economic development of the northern and
southern regions of Italy was carried out. The difference was explained by “features of social
organization such as trust, social norms and networks that can enhance the effectiveness of
society by promoting coordinated action”. Such ability to cooperate, in his opinion,
determines social capital [1]. R. Patham considers trust as a source of social capital, which is
implemented through cooperation and coordination of people's actions and uses quality
indicators of civil society development and civic engagement. He demonstrates social capital
through the number of interactions between local people in the areas of community or
organizational life, engagement in public affairs, community volunteerism, informal
sociability, social trust [2].

Fukuyama equates social capital with trust, putting it on par with classical factors of
production — physical capital and human capital. Arguing that trust increases the productive
capacities of relationships between people, it is considered a form of social capital [2].

Some scholars emphasize the complex and, as a rule, abstract nature of the components
of social capital and emphasize the complexity and even impossibility of measuring it.
Therefore, they consider the need to evaluate social capital, not directly, but through the
measuring and evaluation of its manifestations. Indeed, resources such as information, ideas
and support relate to social capital, as opposed to education, skills related to human capital
and, for example, technologies related to physical capital [3].

Exploring approaches to the definition of social capital, its sources of origin, forms of
existence, leading Ukrainian scientists also come to the conclusion that traditional indicators
used in statistical and sociological research in Ukraine (level of social tension, anomic
demoralization index, cynicism index and national distance index) and in international
practice (such as the Corruption Perceptions Index, the Government Index and the Economic
Freedom Index) they cannot characterize it comprehensively. It is considered appropriate to
ground the assessment of social capital on a measure of trust being measured by a set of
indicators in two dimensions: overall trust between people and institutional trust.
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In our opinion ISD offered by the International Institute of Social Studies are the most
proper measures for social capital [4].

They meet the requirements of complexity, measurement simplicity, sustainability and
ability to be used locally and nationally.

ISD consist of six integrated indicators of Civic Activism, Clubs and Associations,
Intergroup Cohesion, Interpersonal Safety and Trust, Gender Equality, Inclusion of
Minorities. Each of these indices was formed on the basis of the queries of scientists and
their vision of the definition of social capital and its measurement.

Table 1
Indices of Social Development (compiled by authors based on [5])

Index

Meaning

Theoretical approach

Benefits for social
welfare

Civic Activism

measuring use of media
and protest behaviour

Putnam et al.’s [1]
Inglehart and Welzel [6]

Civic activism is capable
of promoting collective
action aimed at ensuring
better governance

Clubs and Associations

defined as membership in
local voluntary
associations

Woolcock and Narayan
[71
Robert Putnam [8]

The ability of people to
voluntarily join
associations reduces
corruption and other risks
and ensures efficient use
of funds

Intergroup Cohesion

which measures ethnic
and sectarian tensions,
and discrimination

Schuster et al [9]

Increasing cohesion
provides a reduction in
transaction costs and
negative externalities

Interpersonal Safety and
Trust

focusing on perceptions
and incidences of crime
and personal
transgressions

Fukuyama [10]
Knack and Keefer [11]

Increasing cohesion and
reducing transaction costs
related to contract
fulfilment and property
rights provision

Gender Equality

reflecting gender
discrimination in home,
work and public life.

Schultz [12]

Gender equality ensures
growth and equity in
distribution of individual
and group income,
promotes human
development

Inclusion of Minorities

measures  levels  of
discrimination against
vulnerable groups such as
indigenous peoples,
migrants, refugees, or
lower caste groups

Reducing discrimination
contributes to a more
even distribution of
income, reduced crime
and increased trust

In order to complete an empirical analysis, we have built a panel that includes data for 20
countries divided into four groups according to the level of economic development. The first
group of countries includes economically developed countries that are G7 members (France,
Germany, Italy, United Kingdom); to the second group — economically developed countries,
members of the EU except Turkey (Austria, Belgium, Denmark, Finland, Netherlands,
Portugal, Sweden, Turkey); to the third group of countries — new EU member states (Estonia,
Latvia, Lithuania, Romania); to the fourth group — post-Soviet republics (Armenia, Georgia,
Russian Federation, Ukraine).

The ISD database contains calculated indicators for 1990, 1995, 2000, 2005 and 2010
years. Therefore, in constructing the regression, we use the values of the average annual
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growth rates for the periods 1990-1995, 1995-2000, 2000-2005, 2005-2010 as the
dependent variable. We use the annual average GDP per capita growth rate based on
purchasing power parity (PPP) as an independent variable. As a result, we plan to answer the
question of whether the dynamics of economic development is a determinant of social capital
change.

Variables and descriptive statistics are listed in the Table 2.

Table 2
Variables and panel descriptive statistics
Variables Abbreviation N mean sd min max
GDP per capita dgdp 77 0.0234 0.0589 -0.265 0.163
based on
purchasing power
parity (PPP)
Civic Activism civicact 80 | -0.00538 0.0233 -0.0803 0.0425
Clubs and intergroup 45 0.0198 0.0304 -0.0535 0.0781
Associations
Intergroup clubsassoc 75 | 0.000871 0.0285 -0.0649 0.0962
Cohesion
Interpersonal safetytrust 76 -0.00129 0.0260 -0.0706 0.0426
Safety and Trust
Gender Equality gender 80 0.0113 0.0223 -0.0257 0.0654
Inclusion of inclusion 53 -0.00179 0.0344 -0.0950 0.127
Minorities
Thus, the models we will be evaluating are as follows:
civicact; = a+ f dgdp;+ e; (€D)]
intergroup;, = a+ f dgdp;+e; )
clubsassoc;, = a+f dgdp; +e; 3
safetytrust; = a+ f dgdp;.+e; 4
gendery, = a+ f§ dgdp;, +e;, (5)
inclusion; = a+ f dgdp;+e; (6)

where civicacti;, intergroupi, clubsassoci;, safetytrust;;, genderi;, inclusion;;— average annual
growth rates Civic Activism, Intergroup Cohesion, Clubs and Associations, Interpersonal
Safety and Trust, Gender Equality, Inclusion of Minorities, in country i (i = 1..20) for year t
(t = 1..4); dgdpi: — annual average GDP per capita growth rate based on purchasing power
parity (PPP) in country i (i = 1..20) for year t (t = 1..4).

To obtain the regressor estimates, we will use Pooled OLS estimator, which ignores the
panel nature of the data and does not take into account the individual characteristics of the
objects being evaluated. Next, we estimate the regression with a random individual effect
(Random effects estimator) and a fixed individual effect (Fixed effects or within estimator).
We will compare these three models to understand which one is more relevant to our data.
The best model can be selected using the Breusch and Pagan Lagrangian Multiplier Random
Effect Test and the Hausman Test for Fixed versus Random Effect Model. Model parameters
are estimated using STATA 13.0.

The results of the evaluation are presented in the Table 3.
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Table 3
Estimation results of economic growth and social capital
Pooled Fixed Random Pooled Fixed Random Pooled Fixed Random
oLs effects effects oLS effects effects oLs effects effects
VARIABLES civicact civicact civicact clubsassoc clubsassoc clubsassoc gender gender gender
dgdp -0.03517 -0.05954 -0.03517 -0.163*** 0.15348** 0.16367*** 0.02380 0.00991 0.02380
(0.0451)  (0.0498)  (0.0451) (0.05922) (0.06767) (0.05922) (0.04413) (0.05186) (0.04413)
Constant -0.00449 -0.00392 -0.00449 0.00384 0.00361 0.00384 0.0111%** 0.0115%** 0.0111%**
(0.0028) (0.0030) (0.0028) (0.00352) (0.00379) (0.00352) (0.00278) (0.00312) (0.00278)
Observations 77 77 77 72 72 72 77 77 77
R-squared 0.00801 0.02488 0.09838 0.09003 0.00386 0.00065
Number of
country 20 20 19 19 20 20
Pooled Fixed Random Pooled Fixed Random Pooled Fixed Random
oLs effects effects oLs effects effects oLs effects effects
inclusio inclusio intergrou safetytrus
VARIABLES inclusion n n p intergroup intergroup safetytrust t safetytrust
dgdp 0.251** 0.19217 0.251** 0.12088 -0.00647 0.12088 0.12290** -0.12385* 0.12290**
(0.121) (0.137) (0.121) (0.11496) (0.15556) (0.11496) (0.05809) (0.07270) (0.05809)
Constant -0.00804 -0.00654 -0.00804 0.016*** 0.0199*** 0.0166*** 0.00207 0.00209 0.00207
(0.0056) (0.0057) (0.0056) (0.00544) (0.00659) (0.00544) (0.00344) (0.00399) (0.00344)
Observations 51 51 51 45 45 45 73 73 73
R-squared 0.08059 0.05720 0.02507 0.00007 0.05930 0.05285
Number of
country 18 18 20 20 20 20

Standard errors in parentheses
% n<0.01, ** p<0.05, * p<0.1

Based on the Breusch and Pagan and Hausman test, Pooled OLS estimator fits the best
for evaluating models. This means that the findings on our issue are equal to all countries in
the sample analyzed. The Pooled OLS estimator quality assessment is similar to usual
regression and is based on the determination ratio and Fisher's test scores.

The analysis of the results of the F-test show that the models obtained by 5 indicators out
of 6 are qualitative. According to Gender Equality, we cannot reject the null hypothesis and,
accordingly, provide instrumentally validated conclusions.

Model determination coefficients are small as being expected. Thus, the dynamics of
economic indicators can explain only 0.8 percent of variation in Civic Activism, for
Intergroup Cohesion — 2.5 %, Clubs and Associations — 9.8 %, Interpersonal Safety and
Trust — 5.9 %, Inclusion of Minorities — 8 %. At the same time, the coefficients in the models
for estimating the relationship between changes in economic development parameters and
changes in Clubs and Associations, Inclusion of Minorities, Interpersonal Safety and Trust
can be considered statistically significant.

Conclusions and prospects of further research. In this study we tried to understand
whether the dynamics of social capital is determined by the economic growth of the country.
Modern theory of social capital defines social capital through social interactions based on
trust, a set of formal and informal institutes formed and perceived, and cooperation networks
that allow for additional socio-economic effects. As a result of the analysis, we have
concluded that the parameters of the economic development of countries cannot be
completely excluded from the determinants of social capital.

Indicators show that the slowdown in economic growth leads to greater cohesion among
people in communities, social control over the efficiency of distribution and use of funds,
and enforcement of property rights. The level of tolerance to racial diversity and the
likelihood of negative externalities will depend on the change in the rate of economic
growth. Also, increasing the well-being of people will have a positive impact on the level of
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personal security of citizens, reducing crime rates, and increasing confidence. As a result,
transaction costs associated with contract execution and property rights will decrease.
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ConmanpHBIl MOTEHHHAN BCEe OONbBIIE paccMaTpuBaeTcs Kak (yHIaMEHTAIBHBIN (akTop
JONTOCPOYHOro pasBuths M pocra. ColuanbHble JETEPMHUHAHTBI MPUOOPENTH aKTyaJbHOCTH B
PE3ynbpTaTe MOSABJICHUSA KOHIECIITA WHKIIO3WMBHOT'O POCTA, UBMECHWIUCH MPHUOPUTETHI U MHCTPYMEHTHI
noJuTuKu. B crarbe MPOBEACHO SMIIMPUYCCKYIO IIPOBEPKY TUIOTE3bI O CYHIECTBOBAHWU BIIMAHUA
YPOBHSI 5)KOHOMUYECKOTO Pa3BUTHSI CTPAHBI HA YPOBEHB Pa3BUTHS €€ CONNAIBHOTO KalNTala Ha OCHOBE
aHaNM3a MaHEeIbHBIX JaHHBIX. B 3TOM Hcclie[oBaHNH B Ka4eCcTBE MHAMKATOPA Pa3BUTHS COIHMAIBHOTO
KamnuTajla HCIIO0Jb30BaHbI I/IHI[C](CI)I COLMAJIbHOI'O0 pa3BUTHUA, NPEATIOKECHHBIC Me)l(}lyHapO)lelM
UHCTUTYTOM COLUAJIBHBIX AWUCHHUIUIMH, ITOCKOJBKY OHU MaKCHUMAJIbHO COOTBETCTBYIOT T‘peGOBaHI/lHM
KOMIUIEKCHOCTH (BKJIIOYAIOT IIECTh HHTETPHPOBAHHBIX MokasaTeneil (['paxmaHckas aKTHBHOCTB,
Kiy6sr m accommanmy, MexXrpynmoBasi CIUIOUYEHHOCTh, MexIHYHOCTHAsT 0€30ImacHOCTh M JOBEpHUE,
I'ennepHOe paBeHCTBO, MHKIIO3US MEHBUIMHCTB), IPOCTOTE U3MEPEHUs], YCTOHUMBOCTH U MOTYT OBIThH
HCIIOJIb30BaHbl KaK JAJIs JIOKAJbHOTO, TaK M JJIs1 HAlIHUOHAIBHOTO YPOBHA. B cTaThe MOCTpoeHa maHenb,
KOTOpas BKJIIOYAC€T AAaHHBIC II0 20 CTpaHaM, pas3sACJICHHBIX Ha YETBIPE I'pyHIbl, B COOTBETCTBUU C
YPOBHEM PKOHOMHYECKOTO pa3BHTHs. [lepBast rpymma — crpassl, Bxojsmme B coctaB G7 (Dpanmus,
T'epmanust, Utamus, BeankoOpuranns) Bropast rpyIia — SKOHOMHYECKH pa3BHUTHIE cTpaHbl, WwieHsl EC
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u Typuus, Tperbst rpynmsl — cTpadsl HOBble wieHbl EC (Ocronus, JlatBus, JlutBa, Pymbinus) B
YeTBEPTOH TIpymIe — MOCTCOBeTCKHe pecryoumku (Apmenusi, ['pysums, Poccuiickas ®enepanns,
VYkpauna). B pesynaprare npoBeZeHHOro aHaNM3a JOKa3aHO, YTO MapaMeTpbl IKOHOMHUYECKOTO
pa3BUTHS CTpPAaH HENb3sl TOJHOCTBIO HCKIIOYHTH W3 YHCNA JETEPMHHAHT COLHUATIBHOTO KaIlUTala.
IlomyueHHBIE OKa3aTENH CBUETENBCTBYIOT, YTO CHIDKEHHE TEMIIOB 9KOHOMHYECKOTO POCTa IPUBOAUT
K YCHJEHHIO CIJIOYEHHOCTH JIIOfAei B COOOIIECTBaX, COLMAIBHOMY KOHTPOMIO 3a 3(G(EKTHBHOCTHIO
pacrpeneneHuss M HCIOJIB30BAaHUS CPEICTB, 00ECHEUEHHIO COOMIONEHHs mpaB coOcTBeHHOCTH. OT
M3MEHEHHs TEMIIOB SKOHOMHYECKOTO POCTa HANPSIMYIO 3aBHCHT YPOBEHb TOJIEPAHTHOCTH K PACOBOMY
Pa3HOOOpa3HI0 M COOTBETCTBEHHO BEPOATHOCTh YCHJIEHHs] HETaTHBHBIX 3KCTepHamuil. Takke poct
6J1arocoCTOSIHHSA JIFOJIEH MOJTOKUTENBHO OyJeT BIMATH HA YPOBEHb JUYHON OE30MaCHOCTH TpaskAaH,
YMEHBIIEHHE YPOBHSI KPUMHHAJA, POCT JOBEPHSI.

Kniwouesvie cnosa: comyaabHBIN Kammural, 3KOHOMHUYECKHUI poCT, HOCTCPMHHAHT, WHICKC
COLMaJIbHOI'O pa3BUTHUA.
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ComiaibpHUI MOTEHIIaN yce OUIbIe PO3TIBIIAETECS SIK GyHAaMEHTAIBHIHA (aKTOp JOBrOCTPOKOBOT
PO3BHTKY Ta 3pocTaHHs. CollialbHi JeTepMiHaHTH HAOYIN aKTyalbHOCTI B pe3yJIbTaTi MOSBH KOHIENTY
IHKJIIO3MBHOTO 3pOCTaHHs, 3MIHWINCS NPIOPUTETH Ta IHCTPYMEHTH MOJITHKY. Y CTaTTi MPOBEICHO
eMITIpUYHY TePEeBIPKH Til0Te3W iCHYBaHHS BIUIMBY PiBHS €KOHOMIYHOTO PO3BUTKY KpaiHM Ha PiBEHb
PO3BHTKY 1i COLIANIFHOTO KaIliTaly Ha OCHOBI aHANi3y MaHEIbHUX NAaHHUX. Y IbOMY JOCIIDKEHHI SIK
IHAWKATOp PO3BUTKY COIIATbHOTO KaIiTaly BHUKOPHUCTAHO IHAEGKCH COLIalbHOTO PO3BUTKY,
3ampONOHOBaHI MDKHApOAHUM IHCTHTYTOM COIUIbHUX IJUCLMIUIIH, OCKUIBKM BOHH MaKCHMAaJbHO
BIJIMOBIIAIOTh BHMOTaM IIIOJI0 KOMIUICKCHOCTI (BKJIIOYAKOTh IIICTh IHTETPOBAHUX IMOKA3HHKIB
I'pomansHCcbka akTHBHICTH, KimyOm Ta acomiauii, MixrpymoBa 3ryproBaHicTh, MikocoOHCTiICHA
Oesmeka 1 nmoipa, ['eHpepHa piBHICTH, [HKIIO3is MEHIINH), MPOCTOTI BHMIPIOBAaHHS, CTIMKOCTI Ta
MOXYTb OyTH BHKOPHCTAaHI 5K IJIS JIOKAJIbHOMY TaK i Ha HAI[lOHAILHOMY DiBHSX. Y CTaTTi HOOYIOBaHO
naHenb, M0 BKIIoyae JgaHi 3a 20 kpaiHaMH, NMOJUICHUX HA YOTHPU TPYNH, BIANOBIIHO 1O piBHS
€KOHOMIYHOro po3BUTKy. [lepma rpymu kpainu, ski Bxoaarth go ckiaany G7 (®panuis, HimeuyunHa,
ITanis, BenukoOpuraHis); Apyra rpymna — eKOHOMIYHO po3BHHYTI Kpainu, wieHnn EU Tta TypeuuwnHa,
Tperst rpynu — Kpainu HoBi wienn EU (Ectownis, JlaTis, JlutBa, PymyHis); mo werBeproi rpymu —
noctpaastHebKi  pecniy6uniku  (Bipmewnisi, I'pysist, Pociiicbka ®enepauisi, Ykpaina). B pesyinbrari
MPOBE/ICHOTO aHAJIi3y JOBEAEHO, L0 MapaMeTpH eKOHOMIYHOI'O PO3BUTKY KpaiH HE MOXKHA MOBHICTIO
BUKJIIOYMTH 3 4YHCIA JeTepPMIiHaHT coliajgpHOro Kamitamy. OTprMaHi TOKa3HUKH CBig4yaTh, IO
3HIDKEHHSI TEMITIB €KOHOMIYHOTO 3POCTAHHS MHPHU3BOAUTH IO IOCHICHHS 3TYPTOBAHOCTI JIIOAEH Yy
TpoMajax, COIIaNbHOTO KOHTPONS 32 e(QEeKTUBHICTIO pO3MOAUTYy Ta BHKOPHCTAHHS KOIITIB,
3a0e3neyeHHs. JOTPUMaHHS TpaB BIACHOCTI. Bif 3MiHM TeMIiB €KOHOMIYHOIO 3pOCTaHHS HAmpsMy
3aJICKUTh PIBCHb TOJEPAHTHOCTI IO PAcoOBOTO PO3MAITTS Ta BiAMOBIAHO WMOBIPHICTH TOCHJICHHS
HETaTHBHUX eKcTepHamii. Takox 3pocraHHs H0OpoOyTy Jrozeil MO3UTHBHO Oy/e BIIMBATH Ha PIiBEHb
0coOucTo1 Ge3MeKn TpoMaIsTH, SMEHIIICHHIO PiBHS KPUMIHATY, 3pOCTaHHIO TOBIPH.

Kniouosi cnosa: corianbHuil KarmiTan, eKOHOMIYHE 3POCTaHHS, ACTCPMIHAHT, 1HACKC COILIalbHOTO
PO3BUTKY.
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