
International Journal of Management and Applied Science, ISSN: 2394-7926 Volume-2, Issue-2, Feb.-2016 

Role Of Organizational Social Capitalin Organizational Performance Improvement 
 

173 

ROLE OF ORGANIZATIONAL SOCIAL CAPITALIN 
ORGANIZATIONAL PERFORMANCE IMPROVEMENT 

 
1FARHAD ALIPOUR, 2ROOHANGIZ KARIMI 

 
1Assistant Professor, Farhangian University, Tehran, Iran 

2Farhangian University, Tehran, Iran 
E-mail: 1alipoor_f@yahoo.com, 2roohangizkarimi@yahoo.com 

 
 
Abstract- This study was conducted to predict the effect of commitment, trust and group dynamic as social capital 
dimensions on organizational performance. The SEM methodology was employed to present the best-fitted model. Data was 
collected from a sample of 255 respondents working at selected Iranian insurance companies. Structural Equation Modeling 
(SEM) and Pearson product moment correlation coefficient was conducted to investigate the relationship between social 
capital dimensions and organizational performance. The overall findings show that there is a significant, linear, and positive 
relationship among commitment, trust, and group dynamic and organizational performance. In addition, the total effect (β) of 
these factors on organizational performance was .49, 22, and .11 respectively. Therefore, as an alternative, companies should 
strengthen social capital dimensions to increase organizational performance.  
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I. INTRODUCTION 
 
In current rapidly changing and complex 
environment, intangible assets such as social capital 
have become the keys to organizational sustainability. 
Social capital is a critical element for organizations, 
especially in a competitive market. Studies show that 
social capital is vital element for the firm’s ability to 
exchange and combine knowledge and information 
via inter and intra organizational contexts.  
Accordingly, how organizations utilize social capital 
to promote organizational performance has been a 
topic of interest to scholars and practitioners. 
Although، nowadays the role of social capital in the 
success of organizations is seen as essentially 
equivalent to other types of capital such as human 
and physical capital, little attention has been paid to 
this concept. Hence, not much has been said about the 
relationship between social capital and organizational 
performance in the HRD literature.  The main 
purpose of this study is to examine the influence of 
social capital on organizational performance 
involving three components namely trust, 
organizational commitment, and group dynamic. 
Despite the significance of social capital in success 
organizations, the relationship between social capital 
and organizational performance is not well 
established.  This paper seeks to add more 
information in this field by examining the 
relationship between social capital and organizational 
performance. The objective of the paper is to address 
the above mentioned limitations of the current 
theoretical understanding of the social capital of 
organizations. In this line, the paper will contribute to 
the existing literature by offering an alternative view 
of how social capital can affect organizational 
performance.This paper also seeks to add more 
information in this field by theoretically and 
empirically examining the relationship between social 
capital and organizational performance. 

Although، social capital is an asset that can benefit 
both organization (e.g., creation value for 
shareholders) and its members (e.g., enhancing 
employee skills) [1], in the literature as an 
organizational phenomenon, has received relatively 
less attention. The literature shows that traditionally 
three types of capital (natural, physical and human 
capital) together, constitute the basis for economic 
development and performance. It is now recognized 
that these three types of capital can only partially 
determine the process of economic growth. One 
important missing link is the social capital [2].  

 
II. LITRATURE REVIEW 
 
1.1 Social Capital 
Coleman [3] pioneered the term social capital which 
he defined as similar to human, financial and physical 
capital. The term social capital, he claimed, was 
justified by its functionality, “social capital is not a 
single entity but a variety of different entities, with 
two elements in common: they all consist of some 
aspect of social structures, and they facilitate certain 
actions of actors who are within the structure” [3]. 
Therefore, social capital is the combination of all the 
integrated resources of the group and the synergy this 
network creates in the social group and individual [4]. 
Social capital is also defined as “networks, norms, 
and trust that enable participants to act together more 
effectively to pursue shared objectives” [5]. 
Although various factors can be acknowledged by 
social capital to facilitate communication among 
individual and functional departments, however, the 
three most important dimensions of social capital are 
trust [4, 6-10] organizational commitment [6, 7] and 
group dynamic [11]. 
1.1.1 Social capital dimensions 

Trust 
The key dimension of social capital is trust [10].Trust 
is the viewpoint that “emphasizes faith in the moral 
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integrity or goodwill of others, which is produced 
through interpersonal interactions that lead to social-
psychological bonds of mutual norms, sentiments, 
and friendships in dealing with uncertainty” (Ring & 
Van de Ven, 1994. p. 93). It is important for 
employees in an organization; with trust they know 
for sure they can depend on the organization [12]. 
One of the main barriers to the sharing of best 
practices within organizations is difficult relation 
between the sources and the receivers [13]. Trust can 
facilitate this relationship, provide access to resources 
and have an avenue for open knowledge sharing 
among people in an organization. Only when there is 
trust, would there be open interactions and good 
cooperation among business associates [4]. Thus, 
without trust, internal level of social capital will be 
lost [14]. 

 
Organizational Commitment 
Another important dimension of social capital is 
organizational commitment. Commitment is 
described as the notion that makes an individual 
bound to an activity, to see it to fruition [15]. 
Organizational commitment is defined as the level at 
which the staff of the organization are able to relate to 
the organization and are sincere in achieving the 
organization’s goals and objectives [16]. This 
commitment is reflected in the attitude of the 
employees in wanting to work hard and be 
determined in reaching the organizations objectives 
[17]. 
 
Organizational commitment increases the amount of 
knowledge exchange among employees. That is why 
it is claimed to play an important part in reaching a 
successful interaction level within the organization 
[3, 7]. Staff who are committed to a firm will be more 
willing to disclose information and knowledge since 
they realize that by sharing, their input is appreciated 
by the organization and they feel valued [6]. 
Organizational commitment will encourage the 
increase of trust, information sharing and the sharing 
of intellectual knowledge among the employees. “If 
A does something for B and trusts B to reciprocate in 
the future, this establishes an expectation in A and an 
obligation on the part of B. This obligation can be 
conceived as a credit slip held by A for performance 
by B. If A holds a large number of these credit slips, 
for a number of persons with whom A has relations, 
then the analogy to financial capital is direct” [3]. 

 
Group Dynamics 
The third dimension of social capital is group 
dynamics. Group dynamics is a social process by 
which people behave as a network and work together 
in a social environment. It is defined as 
communication that exists within people in a group 
[18]. Group dynamic has also been described as the 
communication that exists among member of a 
common group that offers ways in which to identify 

the meaning of the way they interact [19]. Managers 
should know how group behaviour works so that they 
can support these groups by clearly stating acceptable 
norms and unacceptable ones.  
 
1.2 Relationship between SC and OP 
The theory of social capital was first founded in 
sociology studies. It was used to associate 
organizational behavior that was created through 
social relationships in the community and cultural 
settings [4]. The main focus of the theory behind 
social capital is that these groups or networks are a 
valuable asset when it comes to carrying out social 
events. These networks are usually established 
through some mutual similarities that exist within 
these groups [20]. 
Studies show that social capital is considered as a 
vital element in economic growth and organizational 
performance around the world [21, 22].This approach 
can help organizations to formulate new strategies for 
growth and development [21]. Social capital also 
plays a role in a person’s career path, find better jobs, 
supports intellectual discourse, and innovative 
product creation; it grows the intellectual capital in 
the firm, decreases employee turnover and employee 
discontentment and encourages self-confidence which 
may lead to entrepreneurship within the firm or even 
outside [23]. 
 
There are some empirical evidences that social capital 
influences organizational performance improvement. 
In a study on 3073 China’s private enterprises, 
researchers found significant relationship between 
short-term investments in social capital, and 
economic performance in terms of profitability and 
sales [2]. The empirical study revealed a positive 
correlation between social capital and 
entrepreneurship, innovation and economic growth. 
In particular, the study showed a significantly 
positive relationship between social capital and 
entrepreneurship when tested among women 
entrepreneurs with lower levels of academic 
achievements. The analysis using regression showed 
that social capital which included trust and acceptable 
norms had a positive impact on the level of 
innovation in the country while the association 
between social capital and entrepreneurship was 
controlled. Further findings proved that social capital 
played an important role as a social driver for 
economic development besides the usual drivers such 
as financial, knowledge and entrepreneurial capital 
[24]. 
 
1.3 Proposed hypotheses 
H1:There is a liner and positive relationship between 
commitment and organizational performance 
H2:There is a liner and positive relationship between 
trust and organizational performance 
H3:There is a liner and positive relationship between 
group dynamic and organizational performance 
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III. MATERIAL AND PROCEDURES 
 
The study was a quantitative correlation study.Based 
on the research framework, thisstudy examines the 
relationship between social capital dimensions and 
organizational performance in Iranian insurance 
companies. In this research, the independent or 
exogenous variables are social capital dimensions.To 
determine the sample size, G Power software was 
utilized in order to confirm the actual required sample 
relative to the target population. Based on the G 
Power, 138 companies was sufficient as a 
representative sample for this study.However, for the 
sample to be representative enough of the population, 
255 branches of the Iranian insurance companies 
were studied. Social capital was measured across 
three dimensions: trust, organizational commitment, 
and group dynamic.  
Trust was measured with six items by an instrument 
developed by De Clercq, et al.[6]. Organizational 
commitment was measured with nine items by an 
instrument developed by Mowday, Porter, & 
Steers[25]. Group dynamic was measured with four 
items and using a 5-point Likert-scale based on an 
interval scale.Organizational performance with four 
dimensions namely internal business perspective, 
employee growth and learning perspective, customer 
perspective, and financial perspective was measured 
with 21 items by an instrument developed by 
Blackmon(2008)which used the 5-point Likert-scale 
based on an interval scale.In this study, internal 
consistency using Cronbach’s alpha was used to 
determine degree of reliability. 
 
IV. RESULTS AND DISCUSSION 
 
1.1 Correlation Analysis 
In order to investigate the correlation between 
variables, Pearson product moment correlation 
coefficient was used. Based on the result as presented 
in table 1, there was a positive correlation between 
commitment and organizational performance (r = 
0.441, p<0.01). The strength of relationship based on 
Cohen (1998) was medium. Therefore the results 
support hypothesis1 and it can be concluded that 
there is a linear and positive relationship between 
commitment and organizational performance. Also, 
there was a significant and positive correlation 
between trust and organizational performance (r = 
0.328, p<0.01). Therefore the results support 
hypothesis 2 and it can be concluded that there was a 
liner, positive and significant relationship between 
trust and organizational performance. There was a 
positive correlation between group dynamic and 
organizational performance (r = 0.322, p<0.01). The 
strength of relationship based on Cohen (1998) was 
medium. Therefore the results support hypothesis 3 
and it can be concluded that there is a linear and 
positive relationship between group dynamic and 
organizational performance. 

Table1:Mean, Standard Deviation and 
Correlation Coefficient 

 
1.2 Examining the Path Coefficients 
Testing of the hypothesis in the research model was 
carried out by using Maximum Likelihood 
estimation. Based on fit indices as showed in table2, 
the Structural Model is a fitted model. 
 
Table2. Fit Indices for the Structural Model 
 

 
 
According to the model as the best fitted model 
(Figure1), the impact of commitment on 
organizational performance (훽	= .49, p= .001< .05), 
trust on organizational performance (훽	= .22, p= 
.002< .05), group dynamic on organizational 
performance (훽	= .11, p= .047< .05), as dimensions 
of social capital was significant.  
In addition, according to the fitted presented model 
(Figure1), 39% of variation in organizational 
performance as dependent variable has been 
explained by social capital dimensions. 
 

 
Figure1: The Structural Model 
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CONCLUSIONS 
 
The proposed fitted model was able to explain how 
independent (exogenous) variables lead to 
organizational performance. Based on the proposed 
structural model, commitment, trust and group 
dynamic had good contribution to predict 
organizational performance. It can be concluded that 
these factors are the important contributors to 
enhance organizational performance in Iranian 
insurance companies. 
 
By demonstrating the role of social capital in this 
study, top leaders, managers, and HRD departments 
should focus on types of social capital dimensions 
such as commitment, trust and group dynamic in their 
strategies and policies to improve organizational 
performance. They should concentrate their effort on 
enhancing their companies’ intangible resources. 
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