
How Social Capital unlocks Human 
Capital     Dr Johan du Toit 

My previous essay “Why Human Capital needs Social Capital”i examines the critical individual/collective 

dynamic which is often absent in modern HRM.  The business school academics Bolton and Houlihan 

crisply capture this individual/collective ‘dilemma’ii (emphasis added): 

[Strategic HRM] particularly downplays the psychological contracts between the organisation 

and employee, and where these might diverge. By viewing the employee as an individual 

resource unit to be optimally configured and managed, these practices conceptually divorce 

employees from their social context – that is, other relations, other shaping forces and other 

commitments (even within the workplace).  In sum, contemporary HRM practice, and the theory 

that informs it, is based on a thin view of mutuality. 

Alexander’s Integrative model, as shared in Ritzer’s magnificent textbook “Sociological Theory”iii, is a 

useful construct to summarise much of my argument so far. 

 

Alexander’s two key dimensions involve the level at which order is created (individual or collective) and 

the nature of action (instrumental/rational/conditional versus normative/nonrational/affective).  The 

resulting 2x2 gives four windows on differing types of social analysis.  I propose that most “best-

practice” HRM effort is concentrated on perceiving through the lower two ‘windows’ which focus on the 

individual (“hard” HRM = Rational Action and “soft” HRM = Voluntary Agency?). 
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I will briefly examine three areas highly relevant to business leaders, but do so through a distinctly 

collective lens.  I have positioned the three topics on the 2x2 to indicate not only the collective nature of 

these phenomena, but also the differing degrees of “rationality” inherent in them. 

 

What these disciplines all share (and hence their placement at the collective level) is that they need to 

be catalysed by the presence of trust.  No trust = no real impact! 

But what is this intangible thing called trust?  Google 

offers quite a number of definitions.  Hereiv I present 

just a couple.  Trust is also describedv by Barbara 

Misztal as having the following three properties.  

Trust: 

1. makes social life predictable 
2. creates a sense of community 
3. makes it easier for people to work together 

Trust is the cornerstone of social capital.  Let’s now 

consider how this often overlooked “commonwealth” 

wonderfully unlocks - the often latent promise in - 

human capital. 

Accountability-based management 
A big aha moment for me has been the realisation the accountability is profoundly relational.  The well-

known statement “people take responsibility, but are held accountable” begins to evoke insights into 

this deep reality. 

Instrumental 
(Materialist) 

Normative 
(Idealist) 

Material 
Structures 

Rational 
Action 

Voluntary 
Agency 

Norms 

Leadership 
development 

Knowledge 
management 

Accountability 
based 

management 

Trust is both an emotional and logical act. 

Emotionally, it is where you expose your 

vulnerabilities to people, but believing they 

will not take advantage of your openness. 

Logically, it is where you have assessed the 

probabilities of gain and loss, calculating 

expected utility based on hard 

performance data, and concluded that the 

person in question will behave in a 

predictable manner. 



Elliott Jaques spent over 50 years labouring on a systemic design for effective work environments, he 

finally called Requisite Organisation (RO)vi.  He was arguably the greatest social scientist to ever study 

the world of work.  For all that he is largely unknown, and when known, generally misunderstood and 

demonised.  An earlier paper of mine set out to dispel these tragic distortionsvii. 

Jaques’ collaborators continue to produce significant work.  John C. Bryan has written a lucid paper 

titled “Three-tier Management: A Structure for Trusted Managerial Leadership”viii based on Jaques’ RO 

prescriptions.  I will largely base this section on Bryan’s inspiring distillation of RO’s deepest principles. 

Bryan submits that the relationship between trust, the quality of managerial leadership, and 

organisation structure is not well understood. He proposes that trust requires a structure that supports 

accountable managerial leadership: a three-level unit comprising an employee, the employee’s 

manager, and the manager’s manager. 

Most management systems today are two-level structures (manager and direct report).  This generally 

leads to deficits compared to what a fully-trustworthy-system needs, which are: 

 An accountability structure for the quality of the managerial leadership provided 

 Developmental support for employees’ future potential 

 A means of integrating competing priorities 

The essential concept of the manager-once-removed (MoR) role and a three-tier management structure 

plug these gaps in a management system.  The two- versus three-tier structures are graphically 

represented below: 

The relational principles in the manager-‘managee’ 

collective are found to requisitely be: 

 The manager/direct report relationship 

provides a foundation for trust and operational 

excellence 

 The manager-once-removed role provides 

additional functions needed for sustaining trust 

 The manager-once-removed/employee-once-

removed relationship provides for integrating 

competing activities 

RO prescriptions for managers 
The contemporary attack on management (i.e. the call for ‘flat’ organisations) is based on the 

misconception that managers are in place to communicate and control.  In fact, managers are in place to 

ensure accountability for creating value.  Managers ought to effectively do the following: 

 Communicate and monitor progress 

 Provide direction, context, resources, and leadership to their direct reports 

Sustaining trust in a managerial system 
requires a three-level managerial unit 
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Foundation for Trust Essentials to sustain trust 



 Clarify what is expected of an employee, and why 

 Provide adequate resources to accomplish assigned tasks 

 Give guidance as to whether team members are moving in the right direction at the right tempo 

To achieve operational excellence, organisations must gain employees’ trust and commitment.  To merit 

employees’ trust and commitment, organisations must ensure employees receive competent, effective 

managerial leadership from an accountable manager. 

Since managers control the key variables that determine outputs (resources, priorities, task 

assignments, etc.), trust and fairness require that they (rather than their direct reports) be held 

accountable for achieving assigned outputs through efficient use of resources and effective direction 

and utilisation of their direct reports. 

Because managers are accountable for the outputs of their direct reports, a manager’s self-interest is in 

meeting current demand through maximum use of his/her direct report’s abilities.  Tasking employees 

away from current work assignments to develop their capabilities for potential future roles, perhaps in 

different parts of the organisation, is not in the manager’s self-interest.  Therefore, all employees 

require assurance that someone else is accountable for providing development opportunities to help 

them achieve their potential, as well as for ensuring the quality of managerial support they are 

receiving.  This is the role of the MoR – it should not be delegated ‘downwards’ or outsourced to HR! 

Why three-tiers are requisite 
A two-level management system risks misplaced priorities, amplified discontent and resentment among 

employees, competing goals becoming conflicts, loss or neglect of future potential, and not having 

adequate talent-supply ready when needed.  It is also trust-destroying. 

In a three-tier structure, what is often left to chance in a two-tier structure becomes part of an 

integrated management system.  This results in: 

 Managers having the structure they require to provide effective and accountable leadership 

 EoRs having the structure they need to receive fair treatment and equal opportunity 

 MoRs having a reliable structure through which to meet current and future demands 

Effectiveness, accountability, and trust are largely reliant on organisation 

structure and policy – this claim is at the rational, collective level in 

Alexander’s “set of windows” and hence where I locate accountability-

based management.  As Bryan says “...trust means having reasonable 

confidence in the integrity, reliability, and justice of the management 

system, as well as in the managers who operate that system.” 

This trust-inducing environment does not just happen!  The individual-level analysis of much modern 

HRM labouring largely misses this with its “thin view of mutuality”. 
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Winston Churchill wisely said:  "First, we shape our structures.  Then, our structures shape us.” So, by 

being overly distracted with individualism, we could end up ignoring structure at our peril…   

Knowledge Management 

A quick review of knowledge management (KM) reveals that knowledge and knowing are not the same 
thing.  The tension implied above is amply explored by several thinkers in the following paragraphs.  
Their subtle insights starkly contrast with the often flimsy assurances made by IT vendors pushing the 
latest pipes-and-pumps KM wonder – their sub-text usually is “build it and they will come!”   

No surprise then that many KM (mis)adventures have severely disappointed.  It is acknowledged that an 
organisation’s culture largely determines its ability to learn.  So let’s (re)visit this collective phenomenon. 

What about the culture!? 

“Cookie-cutter” solutions to organisational challenges ignore context.  This is why they often fail.  It is 
thus critical to know where the people are at in organisations.  Organisational Culture offers us this 
understanding.  This culture encompasses the beliefs, attitudes and behaviour of an organisation.  It is 
how things get done around here.    

Rob Goffee and Gareth Jonesix have provided a simple, yet powerful picture to comprehend 
organisational culture.  The employ a matrix with two dimensions: 

 Sociability  

 Solidarity  

Sociability is the amount of camaraderie among members of the organisation.  Here members are 
more like friends than just work colleagues.  They tend to spend much time in face-to-face 
communication, sharing ideas, and sustain a high level of unspoken mutuality; there are no “strings” 
attached. 

High sociability has many positives like, free sharing of knowledge and high team-spirits.  It can have 
disadvantages too, like disagreement or criticism being avoided so as not to upset others.  Under- 
performance from colleagues is thus often allowed to continue unchallenged. 

Solidarity is a measure of the members of an organisation to pursue shared goals, regardless of 
personal relations.  Even if members don’t know each other, a clear commitment to shared goals 
will draw them together to act in concert. 

High solidarity has many positives like a robust response to external pressures and other 
organisational crises and very little accommodation of slack performance.  But it also has drawbacks.  
These lie mainly in a take-no-prisoners attitude and merciless fights for resources. 

When these two dimensions are “cross-cut” a revealing 2x2 is generated of the four faces of culture: 



 

Goffee and Jones point out that no particular quadrant is 

inherently superior; it simply shows how an organisation 

styles itself to cope with its environment.  Their model also 

allows for positive, and negative, expressions of all four of 

these culture-types; so a university department could be an 

example of a positive/fragmented culture.  There are stories 

of Nobel laureates in science, who once (before they got 

their awards) had offices in the same corridor, but rarely 

spoke to each other! 

But fragmented cultures (even when positive) are poor benchmarks for organisations with more 

pressing delivery time frames (years instead of decades).  Knowledge sharing is not a luxury, but a 

necessity in modern organisations. 

Layering more perspectives onto the Goffee/Jones model 

Maish Nichani has done an astute extrapolationx of the Goffee-Jones model with respect to efforts by 
organisations implementing knowledge management.  He overlays several complementary models onto 
the culture 2x2, with additional insightful views on trust, process and style. 

1.  Trust and knowledge sharing 

Trust is known to be a great enabler of knowledge flows.  Inxi “Trust and knowledge sharing: A critical 
combination”, two kinds of trust that shape knowledge sharing are posited: 

Benevolence-based: belief that an individual will not harm another even when given the 

opportunity to do so – i.e. not expecting to be given the wrong information.   

Competence-based: belief in another to be truly knowledgeable in their subject area – i.e. 

seeking and trusting only those who are the competent.   

2.  Organisation work and knowledge sharing 

In a classic paperxii, Xerox researchers Seely Brown and Duguid make a clear case for the distinction 
between process and practice.  They remind us that “there’s a large gap between what a task looks like 
in a process manual and what it looks like in reality”. 

Practice: what actually takes place on the field.  This rich, real-world arena contains a great deal 
of tacit knowledge. 

Process: what can be codified into rules and procedures.  This is how the world is supposed to 
operate. 



3.  Learning and Knowledge Strategy 

Inxiii another HBR essay, different authors present two dimensions for managing knowledge based on the 
work practices of an organisation.  These are: 

Personalisation: This is a people-to-people approach.  Here the focus is to link people with 

others and to foster networks and community of practices.  Great faith is placed on informal-

knowledge sharing.   

Codification: This is a people-to-documents 

approach.  Here the focus is on populating 

databases with best-practices, case-studies 

and how-to guides to aid people in their daily 

work (in extremum = just-in-time performance 

support).  Reusable ’knowledge-objects’ is the 

mantra. 

Which KM approach works best? 
Nichani, who overlayed these four models (see the 

composite graphic alongside), ends with: 

The best way to use this model is to first take a stance on which quadrant(s) your department or 

organisation fits into and then work your way through …and then make a case for the strategy 

for your initiative. 

I would like to take a slightly more prescriptive stance.  Traditional KM methods are strong on a theme 

weaving together codification, process- and expert-centric models.  This is the horizontal axis shown in 

the matrix diagramme above. 

Although this may be necessary to achieve KM success, it is certainly not sufficient.  It is essential to also 

weave in the social dimension (the vertical axis).  This condition is due to at least two major snags in KM: 

1. Sharing is effectively annulled in low-trust environments 
2. Most valuable knowledge is tacit – it cannot be readily codified but can be slowly shared 

There’s the catch-22! World-class organisations have long made peace with this inconvenient truth.  And 

hence willingly make large investments in fostering people-to-people mingling.  They do not normally 

perceive this outlay as building social capital, but that’s just what it is… 

Leadership Development 
Building leaders is certainly not a quick, efficient process.  If it was, we would not have such a dire 

shortage of these valuable creatures!  But why is so difficult to do? 



Firstly, let us briefly remind ourselves what leadership is.  The ground-breaking workxiv of James 

MacGregor Burns shoots up an illuminating flare: 

…leadership occurs when one or more persons engage with others in such a way that leaders 

and followers raise one another to higher levels of motivation and morality. Their purposes, 

which might have started out as separate but related, as in the case of transactional leadership, 

become fused. Power bases are linked not as counterweights but as mutual support for common 

purpose. . . . The relationship can be moralistic, of course.  But transforming leadership 

ultimately becomes moral in that it raises the level of human conduct and ethical aspiration of 

both leader and led, and thus it has transforming effect on both. 

Leadership in of it itself is profoundly relational and collective, as Burns (1978) has persuasively pointed 

out.  The field of leadership however would demand at least a whole chapter, if not a several books, to 

properly expound how social capital animates great leadership.  I cannot do that here. 

It is conceivable that leadership potential is widely present, but deeply buried.  To bring it forth, to 

evoke this gift in others is likely to require significant time and persistent, earnest effort by all involved.  

That is the subject we will now fleetingly visit.  This essay will take a modest shot, at exploring social 

capital’s role in the deliberate effort of developing leaders.  Even more specifically, we do a whistle-top 

tour of the world’s best known corporate university to highlight its key success factors. 

Crotonville:  The corporate university case-study 
General Electric for decades has been the poster child for business schools.  In recent years however, GE 

has faced truly daunting business challenges - the company's current US$200 billion market 

capitalisation is half of what it was a decade ago.  Nonetheless, an indisputable GE core competency is 

still the way the organisation identifies and develops leaders, as the large number of ex-GE corporate 

highflyers, who subsequently became CEOs elsewhere, proves. 

GE spends about $1 billion a year on corporate training of its 290 000 strong workforce.  To put that sum 

in context: that is more than the South African government spends on training its own one million-plus 

workforce. 

Much of the credit for this enviable “deep bench” of leadership talent belongs to GE's corporate learning 

programmes, conducted at their venerable learning facility in Crotonville, New York.  It is the oldest 

corporate university in the United States, having been started over 50 years ago.  It is also a residential 

facility with almost 200 executive bedrooms.  Intense, face-to-face learner contact certainly seems to be 

part of the GE success formula (the early Crotonville courses were residential and up to three months in 

length!) 

The previous CEO, Jack Welch truly put Crotonville on the map. "Jack put his time and energy into 

developing people," according to Noel Tichyxv, the management professor who helped Welch revitalise 

Crotonville.  But the new CEO, Jeff Immelt has definitely not allowed Crotonville to go to seed. 



Susan Peters, GE's current chief learning officer and vice president for executive development, shared a 

number of relevant insights for this exploration, in a recent interviewxvi.  These include that: 

 GE’s leadership effort seeks to inspire, connect and develop its current and future leaders.  It 

does this through the “Crotonville experience”.  Done well, it gives GE a huge multiplier effect. 

The attendees go back to their workplaces and do much the same thing - inspire, connect, and 

develop the people who work for them and who may not be part of Crotonville’s 10 000 annual 

attendees. 

 The company’s “cornerstone courses” have individuals physically go to a GE facility and spend 

time there.  These courses are one week long and are offered around the world. 

o Foundations of Leadership course (usually during the first one to three years) 

o Leadership Development Course 

o New Manager Development Course 

o Advanced Manager Course 

 These courses span the first 10 years of a GE manager’s career, so attendees 

would be going on them every second or third year 

 The executive level courses are three weeks long and are offered only at Crotonville 

o Manager Development Course 

o Business Management Course 

o Executive Development Course 

 The titles of MDC, BMC, and EDC have existed in GE since the 1960s so they 

have a distinct historical legacy and a strong internal brand 

The magnitude of this investment by participants and company is impressive.  What is remarkable is the 

time-related aspect – both the duration of the courses and the period over which they occur.  It is 

evident that mutual commitment is essential.  Companies with rapid turnover of talented staff would be 

insane to make this kind of investment!  And they don’t. 

By regularly bringing its leaders together to learn and grow, GE can steadily protect and build the social 

capital of this group.  It is a virtuous cycle not easily copied by imitators. 

Remarkably, the GE leadership team innately believes that the learning, the effort, the time, the money 

and the resources GE puts into learning have an inherent payback. Their learning & development teams 

focus on crafting and fine-tuning curricula and content on how to inspire, connect, and develop leaders 

instead of figuring out "Did GE make a specific financial ROI?" 

Leadership commitment to and participation in leadership development is seen as the critical success 

factor.  Paine (2008)xvii recounts some GE folklore: 



Legend has it that Welch only missed speaking at one top executive programme and that was 

because he was in hospital having a heart bypass operation. Jack did more than speak at 

courses, he debated with his top staff for hours on end and made sure that being at Crotonville 

was neither optional nor an easy ride. He, apparently, sent hand written cards to those selected 

for executive programmes. The card welcomed the individual, suggested that Jack was looking 

forward to meeting him or her and asked, should the person be unable to attend, to let him 

personally know, the reason for their absence. Funnily enough attendance was always 100%! 

Jack Welch grasped that building leadership depth requires huge collective effort, with him being the 

“chief cheerleader”.  Even the new CEO, Jeff Immelt indicates himself as the head of the Crotonville 

effort. This is too important to ‘outsource’ to HRD.  It takes leaders to grow other leaders.  It is also a 

long-term socialisation process (GE top executives spend an average of 12 months at training & 

professional development events during an average 15 year tenure!xviii). 

Not surprisingly therefore, many global organisations have given up on the idea of corporate 

universities.  Virtual is in.  e-Learning is the future.  But these penny-wise organisations will not reap a 

great harvest.  They will simply have to (use supply-chain principles toxix) poach other organisations’ 

leaders. 

Compare this to GE where 90% of their top 600 leaders are promoted from within.xx  

Conclusion 
James Coleman puts his finger on the key issue in his classic 1988 paperxxi “Social Capital in the Creation 

of Human Capital” [emphasis is mine]: 

It is of course true that children are strongly affected by the human capital possessed by their 

parents.  But this human capital may be irrelevant to outcomes for children if parents are not an 

important part of their children’s lives...that is, if the human capital possessed by parents is not 

complemented by social capital embodied in family relations, it is irrelevant to the child’s 

educational growth that the parent has a great deal…of human capital. 

I contend that simply by substituting the words parent/children with organisation/employee the central 

point of this essay will be confirmed. 

If the relational aspects in the world-of-work are discounted or ignored, human capital – that value 

which is seen to be embodied in individuals – will appreciate far less than it could in an environment 

where social capital is added to the mix. 

Without social capital, synergy is practically impossible.  So if you want compound, and not just simple, 

interest on your human capital you need to factor in (the often difficult-to-see stocks of) social capital.  

This is what sustainable, winning organisations have always done via trust-inducing efforts to link the 

individuals within them into vibrant, vital communities. 

I challenge sceptics to name one exception. 
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