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SOCIAL CAPITAL, WEALTH,
AND NEBRASKA TOWNS
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ABSTRACT-—-The refationship between political theory and economic
development is often overlooked. In this rescarch, political theorizing,
about what makes democracies work iy inked 1o the production of
wealth 1 rural Nebraska towns. Lvidence shows that social capital in
rurad settings actually can help with cconomic developmeni. 'the evi
dencee also shows that suburban towns may actually inhibit the develop-

ment ol social capital,

Key Worps: civie development, democracy, Nebraska towns, rural ceo-

nomic development, social capiiai
Introduction

Living on the Great Plains has fascinated scholars, pundits, and ordi-
nary people who five there. In some respects, the fascination is derived from
the normal reflection ol people tiving tn a place (c.g.. Norris 1993), Beyond
ihe normal sources of fascination, the Greal Plains is a place that geperates
reflection because of its unique and oftentimes harsh envitomment that “has
stirred the passions and aroused the will to survive”™ (Longo and Yoskowitz
2002:xi11). In the Tate 1980s Frank and Deborah Popper (1987) did stir the
passions ol people living on the Great Platas when they proposed that it was
too difficult and cxpensive to mamtain populations on the Plains. Of course,
the Poppers™ work garnered considerable attention and notoriety because 1
questioned people’s Tivelihood. In response, one focal argued that “some of
us have decided to stay. This is our way of fife. And 1's worth o fight”
(quoted in Anderson 2000:2083. The probiem with staying on the Plains is
finding a way 1o make a living.

Maintaining some form of an cconomy that works on the Great Plains
continues to draw considerable attention. In fact, the Federal Reserve Bank

ol Kansas City has launched an cffort through the Center Tor the Study of

)
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Rural America to address problems that are primarily cconomic (see, c.
The Main Street Economist: Conmentary on the Rural Feonomy, June 2001).
While solutions to rural cconomic ills will come froma variety of sources, an
uncommon source that ought to he considered is political theory. The solu
tion proposcd from the realm of political theory has its origins among the
aroup of theorists who have argued that the social features of communitics
(and nations) lead to economic and political development. Robert Putnam’s
(1993) research in Italy gave hard evidence of the possible causal connec-
tions existing between social ife in its civie forms and cconomic develop-
ment. I social and political development can bring cconomic good fortune
to Haly, that knowledge could help us understand how development might
best be approached in the towns of the Great Plains. Putnant’s work has
certainly proved to be important in other work (Sirtanni and Fricdland 1995;
Newton 1997, Brahm et al. 1998: Rose 1998; Gutmann and Pullum 1999
Aberg 2000). Figure | illustrates Putnam’s visualization of the causal con-
nections between forms of soctal, political, and ecconomic arrangements,

[For the purposes of cconomice development, the important connection
in Yigure 1is found between the boxes labeled “Civie Tradition™ and “Socio-
cconomic Development.” This connection suggests that civie activity leads
(o an mproved economy: the solid, wide line in the figure indicates it is a
significant causal connection. Later rescarch conducted outside ltaly has
shown that the link between civie traditions and economic performance is
likely o be significant (Kenworthy 1997; Whiteley 2000). In my research,
the question of whiether civie traditions have allected the economic growth
(or well-being) of towns on the Great Plains is addressed. It specitically
explores whether social capital in communities is related to the production
ol monetary wealth,

Defining Social Capital

Onc problem with research related to social capital is defining the term.
While scholars have used the term social capital for quite some time, their
usc of it has not been particularly consistent. John Dewey first employed the
term in 1900 to refer (o the social relations that young people could access
il they had the skills to do so after [eaving school (Dewey [ 1900] 1990:111).
Dewey’s thinking merely suggested that considerable value could be found
in soctal relationships but he did not develop the concept much further.

The contemporary social theorist James S. Coleman is noted for his
work on the development of a more complex conception of social capital; his

work is the basis of most serious scholarship on social capital. It has been
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Figure I Boxes show cconomic developmentconnections. Source: Putnam §993:155.

noted that Coleman worked on social capital in response to the market-
oriented theorizing of cconomists from the University of Chicago, such as
Gary Becker (Skocpol and Fiorina 1999:4-5). His definition suggested there
were also social and human sides to capital, meaning there are three forms of
capital—physical, human, and soctal(Coleman 1990). According to Coleman,
cach conception of capital has to be linked to productive capacitics, but
observing physical forms of capital is a much casier task than observing its

other forms.

Physical capital is wholly tangible, being embodied in the observ-
able material form; human capital is less tangible, being embodied
in the skills and knowledge acquired by an individual; social capital
is even less tangible, for it is embodied in the relations among
persons. |italicized in original| (1990:304)
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Like Dewey, Coleman understood that social capital could only be produced
in the places where personal relationships oceur.

Social capital 1s formed in associations where people begin to work
with cach other to perform some task that helps others. For the most part,
relationships ficst come into being in primary associations, such as (amities.
Later in life, sets of relattonships are built m sceondary associations, such as
religious organizations and civie groups. The relationships that are formed
in secondary associations are better suited to forming social capitat because
these groups exist to serve some type ol community purpose. Francis
Fukuyama indicated that in the United States associational life is quite rich
and made ol "a dense and complex network of voluntary organizations:
churches, prolessional societies, charitable institutions, private schools,
universities, and hospitals™ (2000:50).

Putnam defied soctal capital in a simifar manner, writing that social
capital was comprised of “features of organization such as networks, norms
and social trust that facititate coordination and cooperation for mutual ben-
¢ht” (1995:67). Putnamy’s attention shifted from the dense scts of relation-
ships and networks noted by Coleman and Fukuyama to focus on the primary
character of those relationships - namely, frust. Later, Putnam further re-
fined his definton: “social capital- - that 1s, social networks and the assoct-
ated norms of reciprocity—-comes in many dilferent shapes and sizes with
inany ditferent uses™ (2000:2 ). Putnam’s fater definition carclully hinked
social capttad to uses. In other words, we should see social networks as the
places where social relationships are formed and maintained, but the norms
resulting from muteally supportive relationships are fruits that tend to en-
hance the ability of people (o work in groups and be productive.

Distinguishing the products of social capitel from relationships at once
improves coneeptuad clarity and also allows for a deftion that s Haked (o
soctocconomic and political activities. Richard Rose areued that “social
capital is delined mstrumientally as the stock of networks that are used to
produce goods and services insocicty”™ (2000:4). Ta this paper, social capital
is defined operationally as the scope and depth of the comimunity organtza-
tions that work 1o help create trusting and productive relationships in com-
munities.

It is maporiant o add that when people develop trusting relationships,
cither bad or good forms of conduct result. Bdward Banlickl obscrved that
ceitain forms ol associatiopal life- familics in southern ltaly —could work
to create “amoral” habits that do not engender democratic community life

(1958 10-11). Gangs are often based on trusting relationships as well, but
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they are seldom considered positive forms of social relationships. A simifar
problem with social capital and political engagement is that the successful
egroups of trusting triends may simply be mineritics ol “good ol” boys™ using
soctal capital among themselves to dominate a policy-making environment
that excludes others (Frortna 1999:403). On the other hand, considerable
evidence has been amassed to show that beneficial forms of social capital
often lead to the development of dependable human relationships that hiclp
bring political, social, and economic development in their wake (see. e.g.,
Coleman 1988 Fukuyama 1995; Putnam 2000). Understanding that social
capital may produce bad effects means that it should be further defined to
account for work that produces some good. ITn this paperwork, social capital
is defined as a community condition where social organizations are present
that work toward some good or public interest.

Of course, the social networks descrtbed by commiunity-oriented think-
ers such as Putnam, Dewey, and Coleman are not static and cannot be
contrived overnight. Social capital is built through repeated use and refine-
ments over time in communitics, and several Greal Plains comniunities
provide some fascinating examples ol the process (Wall 1999,

Civic associations in the form of organizations. like the Kiwanis,
Shriners, and Little League are ideally suited 1o the formation ol positive
relattonships that foster cooperation for twe reasons. First, the types ol
relationships that foster trust and cooperation are bora of familiarity and
material benelit demonstrated on a regular basis over time. Second, civic
assoclations generally espouse some greater purpose that s related to ob-
taining something good for others. Most often, civice groups cengage their
members in work designed to help others in their community, and these
activities help build civie character and establish norms that take people
beyond narrowly delined scif-interested behaviors, All these Tactors ol asso-

ciational life muke civic associations ideal indicators of soctal capital.
Understanding Social Capital

Social capital is not a term that has received attention from only an
esoterie sel ol university-based scholars: rather, it is a concept that has
received extensive scholarly and journalistic commentary, and it represents
a comprehensive approach to democratic theory. The works of Alexis de
Tocqueville and even Aristotle were precursors to this fine of democratic
theorizing. In general, Putnam is well known because he explicitly argued

that social capital not only cnabled democratic institution building but also
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tended to increase the production of wealth. Prosperity ought to at feast be
considered a correlate of democratic institutions and plentiful soctal capital,
but Putnam argued that wealth and responsive democratic governing flowed
from the civic traditions he witnessed in ltaly (1993:152-62). In other words,
positive forms of social capital in abundance help create prosperity and
promote democracy.

The dynamic and pragmatic view ol political and social lile described
above makes many daring claims that have drawn serious criticism (see, ¢.g.,
Heying 1997; Bdwards and Foley 1998). Rather than redress social capital
theory, and Pumam’s work in particular, my rescarch tests Putnam’s claims
against evidence from a Great Plains state. One can accept Putnam’s theoriz-
ing mostly on the grounds that he is situated in a well-established approach
to political and social thought.

Looking at how communities work, based on their civic health, can be
seen as “leel good™ theorizing. Some scholars have suggested this type of
scholarship has an element of nostalgia associated with it

LEhrenhalt, Putham, Joyce and Schambra, and many other commen-
tators who stress Tost community, bring to mind a half-remembered
era in America—-a time when bowling leagues met regularly and
people sat on their porches or played bridge: a time when wives
organized dinner partics and neighbors threw themselves into all

kinds of community activitics. (Skocpol and Fiorina 1999:7)

Unfortunately, knowing there is an element of nostalgia in the work docs
little to dispel its timportance; that knowledge only indicates that we should
fook in places where parts of that nostalgic world may still be found. Survey-
ing clements of the disappearing reatm ol nostalgia may also help theorists
and practitioners alike understand how social change has affected our politi-
cal life. If places where people play bridge, organize dinner parties, and gel
involved in their communitics still exist in conlemporary America, that fact
deserves documentation. If these rare places are to be found by investigators,
they will probably have to look in the places least affected by suburbanized
life. In fact, Putnam (2000) argued that there is a suburban social capital
deficit created by living in places where people do not relate to each other in
the local grocery story, in the front yard, or in other small group scttings
(210-15).

Communitics where people tatk to cach other at the local store still dot
the landscape of Nebraska. One study of successful rural communities in fact
centered its research on Nebraska towns (Wall 1999), Putnam (2000) found
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that states 1 the northern Great Plains, such as Nebraska and the Duakotas,
rated high on his index of social capital (293). Local-level rescarch con-
ducted in the towns located in states such as Nebraska is important for
understanding the role of social capital in developing sustainable communi-
ties (Flora 1999).

The Research

If towns in the Upper Midwest, especially in Nebraska, are just the sort
ol places where stocks of social capital are likely to be bigh, they also ought
to be places that successfully produce economic results. Two hypothetical
statements are postted to test the retationship between social capital and the
production ol wealth:

t. Social capital is abundant and widespread in Nebraska towns.

89}

Social capital positively influences the creation of wealth in
Nebraska towns.

To test the above hypothetical statements, a research plan was designed
to explore soctal capital and wealth foriation 1 Nebraska towns with
populations between 1,000 and 5,000 (as measured by the Census Burcau in
1970. Using towns this size permitted analysis ol communities whose size
was manageable yet farge enough to produce a variety ol civie groups.
Second, using towns based on populations in 1970 meant that towns that had
been more or less successful at producing wealth were included in the
rescarch. Using populations from the 1970 census also meant that towns thut
may have grown or shrunk because of factors refated 1o other growth dynam-
ics were included in the sample. With cconomics in mind, 50 towns out of the
approximatety 150 towns with a population between 1,000 and 5,000 were
selected. These 50 towns were chosen becavuse their per capita income
mcasures in 1970 were at the top or bottom of the list of towns in the state.
Using the wealthiest 25 communitics and poorest 25 communitics imeant that
analysis would include towns from both ends of the income spectruni.

Next, community leaders, principally the presidents of chambers of com-
merce and other community groups, were contacted. Feaders were asked 1o
provide a list of active civice groups in their community along with the addresses
of the group leaders. OF the 50 towns, uscable lists of community organiza-
tions were received from 30 towns. Those 30 fowns were geographically
diverse and represented both high- and low-income communities. As Table

I shows, the breakdown between wealthy and less wealthy communities
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TABLE 1

PER CAPITA INCOME OF NEBRASKA TOWNS, 2000

N Valid 30

Missing 0
Mean 17777
Minimum 13325
Maximuim 20129

remained about equal. Sixteen of the towns surveyed were below the group
mcan ol per capita income in 2000, and 14 of the towns bad income fevels
above that mean. Among the fowns, there was considerable variation 1o
income: one town’s per capita income was more than twice as much as that
of the town with the lowest per capita income.

Next, the levels of social capital in the 30 towns were estimated.
Associations that were vofuntary and organized to meet and act on a regular
basis were counted through a two-step process. That process provided 2
measure of social capital similar to the one Putnam used in his study of
regional governments in Haly (1993:91-94). First, the lists of organizations
provided by local chumber of commerce and community leaders provided a
basis for counting. Then, a mailing was sent o cach organization’s leader to
determine whether the group was active. In most cases, groups were active,
but some were not. For instance, a group ol left-handed people, the Leltis
Right Club, had met and worked on small public projects for years, but the
eroup was no longer active because most of its members had died or moved
away--a common trend for many traditional civic associations (Skocpol
2003:218-29). Inactive groups like the Left is Right Club, were removed
from the list of organizations.

To control for the lact that larger towns ought to have more groups than
small towns. a per capita measure of assoctation density was caleulated (Table
2). This produced very small numbers (actually fractions) that were difficult to
understand. To muke the measure intuitively appealing, the association density
measure was multiplied by 1,000, This measure for association density

provided the variable for social capital,
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TABLLL 2

NUMBER OF CIVIC ORGANIZATIONS PER 1,000 PEOPLE

N Valid 30
Missing, 0
Mcan 13.0
Minimum 2.5
Maximum 31.7

The range ol associational densities iltustrated in Table 2 indicates that
considerable variation in social capital can be found in these Nebraska
towns. While on average there were 13 groups for every 1000 people, some
towns had more than 20 groups for cach 1,000 pcople and one town had 31.7
groups per 1000 people. What scems renarkable is that a few towns had
only about two groups per 1000 people. Tt is clear that the density of civie
groups in Nebraska towns varies considerably.

While Putnam’s work suggests Nebraska has high levels of social
capital, his aggregate characterization of the state masks considerable varia-
tion. The linding clearty shows that the first rescarch question cannot be
answered with a simple affirmative. While there may be high levels of social
capital in Nebraska, it varies significantly when measured on the community
fevel.

Variation is important in social scientific rescarch because it suggests
that some variable (or variables) 1s causing the dilferences. In Nebraska
towns, the variation also raises an important question. Could social capital
theorists be wrong about the causal direction? Maybe these theorists have
the story reversed, and wealth has actually ereated sociat capital. Alter all, it
is plausible to suggest that wealthy people join groups because they have the
time and resources o do so.

10 wealth produces social capital. then towns with larger per capita
income will also have more social capital. In Nebraska, the evidence from
the 30 towns studied shows that per capita income is not correlated with the
measure of social capital (see Fig. 2). In fact, the two towns with the highest

per capita income 1 2000 also had very few organizations (social capital),
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Pigure 2. Scatterplot ol income and per capita income in 2000 {or 30 Nebraska towns.

which suggests that wealth had not worked to produce social capital in those
towns. Of course, it might be true that the per capita income measure does
not account tor individual differences and misses the reasons why people
Join and participate i groups. Also, it is true that income is distributed
unevenly, and has been for some itme, We should not expect to find as much
wealth o raral settings as we might find in urban wreas since many of the
highesi-paying profossions and occupations are found in cities, not small
towns.,

Addressing the second hypothesis-—that social capital positively infhu-
ences the ereation of wealth in Nebraska towns- —gets (o the heart of wealth
creation. Testing this hypothesis also offers a chance to explore in more
depth whether wealth produces social capital or social capital produces
wealth, Answering the rescarch quesiion also goes to the heart of concerns
about the survival of rural communitics raised by other scholars and practi-
tioners (Flora 1999 Anderson 2000).
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To assess the relative impact of social capital on wealth ereation, a
measure o wealth that reflects its accumulation over a period of time is
needed. Also. since the measure of social capital was drawn from informa-
tion gathered in 2000, the wealth measure had to have been recent enough to
be atfected by other measures. For this reason, wealth production was mea-
sured by subtracting per capita income in 1990 [rom per capita income in
2000. This variable ought to reflect the amount of wealth produced in the
most recent decade; towns with signilicant fevels of social capital should
have had greater gains inincome if the theory about social capitad s correct.

To help assure that social capital was actually producing wealth, the
influence of rural and urban locations had to be included in the analysis. In
fact, the Nebraska case requires accounting for the infTuence of location in
yel another imanner. Most recent growth in Nebraska has come from two
ocographic regions. One region is the Lincoln/Omaha metro region- it has
grown in the same way most arban settings in the United States have grown
in recent years. The other region of growth s the 1-80 (Interstate Highway
&0) corridor. This region has grown steadily, and most of that growth has
been driven by the economic activity generated by the highway. As one
article in the Owuaha World-ilerald pot 1 “1-80 spans America fike an
ceonomic pipeline, pumping tife into citics and towns”™ fJuly 28, 2002, 1),
The region is also a busy rattroad corridor, which means it 1s a good place for
businesses to Tocate. Of course, the trains themselves bring increased ceo-
nomic activity. Also, most of the 1-80 corridor includes the rich farmland of
castern Nebraska and the Platte River valley.

When social capital and wealth production are analyzed along with
location——cither in the Lincoln/OGmaha metro area, along the 1-80 transpor-
tation corridor, or in rural Nebraska--the stery becomes even more interest-
g, Higure 3 shows that the effects of social capital on the production of
wealth is imdeed powerlul in rural communitics, and that it has some nflu-
cnce on wealth production along the 180 corridor. In both cases. a regres-
ston analysts revealed that sovial capital works in the expected direction
(rural Beta = L5580 1-80 Beta = 419); however, social capital is only statis-
tically significant among rural communities. On the other hand, there Tooks
to be no statistically valid ifluence of social capital on the production of
wealth in the Lincoln/Omaha meiro area. In sum, the regression suggests thid
soctaf capttal inlfuences weatth production in Nebraska’s rural communities
but it does not do so along the 1-80 corridor or in the metro areas.

Just as Potoam argued in his book Bowling Alone, there may be a nel
suburban cffect on social capital that amounts to a delicit, Putnam (2000
explained that effect:



14 Great Plains Research Vol. 14 No. 1, 2004

16000- Town location:
% X Metro Area
14000+ O Along transportation
corridor
120001 ®  Rural
B 100004 =
(&
3
[}
% x d =
- "
S s =
% :
-
= ©
6000+
[ | lq
X [} [
4000 ]
2000 =T L T 1
0.00 .01 .02 .03 .04
Associations per population in 2000

Figure 3. Scatterplot of income and wealth in 2000 for 30 Nebraska towns.

The residents of Jarge metropolitan arcas incur a “sprawl civic
penalty™ of roughty 20 percent on most measures ol community
involvement. More and more of us have come to incur this penalty
over the last thirty years. (215)

In Nebraska, the towns included tn our sample have been taken in by the
sprawl that has occurred around the metro arca. Little, sleepy towns are now
more like suburbs and these towns are populated by people who generally
work elsewhere, join groups clsewhere, go to church elsewhere, and may
only steep in their towns where they reside. In one town in the sample. local
leaders reportedly could not manage (o get any major organized groups, like
a chamber of commerce, operating even though the town had a population of
almost 2,500 people. Apparently, people only came to the town to be home —
this negative effect of suburban life may explain why cach of the four towns
in the metro arca also have very little social capital, at feast as it is measured
in this research.

Social capital scems to be more prevalent in the towns along the 1-80)

transportation corridor, but only one ol those towns is on the upper cad of the
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scade ol towns with this valuable civie commodity. Given that some of the
towns along the corndor are also close to larger regional centers such as
Grand Island, Kearney, and North Platte, they may sutfer from the negative
effects of civie sprawl. In one 1-80 town, a civic leader commented that too
many of the people who might organize and support groups worked 1n
another nearby town. Even so, the data suggest that social capital only
marginally supports the production of wealth along the I-80 corridor. Wealth
along this corridor may be produced simply by the favorable focation of the
towns, with only a few exceptions.

Regarding cconomic development in the rural arcas of Nebraska, there
is apparcntly a significant positive correlation between the vitality of group
life and the production of wealth. Clearly, the trend shows that towns with
more civice groups (and hence greater civie participation) also tend to have
produced more improvement in wealth production over the last decade. We
do not know from these data how the social capital was formed, but we can
speculate with good reason that some of 1t has to do with the face-to-face
interactions people experience in smaller places.

To conclude, 1t would seem that political theorists who write about
social capttal are probably right. One key to cconomic developmentis likely
Lo be a vital civice life marked by robust participation in civie groups. In the
{uture, policymakers and developers would do well to work toward estab-
lishing dense networks of interaction among citizens, which foster trust. Ina
sensc. development likely requires that communitics have good leaders and
good followers tn abundance. Also, drawing from political theory again, we
should begin to study specifically how people retate to cach other in ways
that make community democracies work. As the former mayor of Missoula.
MT, Daniel Kemmis, indicated, “republicans from Montesquicu to Jefferson
(and we might add the populists) had recognized that the character which is
required for participation in face-to-face self-government can only be in-
stitled through repeated experiences of a very specific kind™ (1990:72). We
would be wiser if we learned what those specific experiences are and remen-
ber to repeat them over and over again.

Lessons learned from looking for answers in unexpected places are
profound. When academicians examine the small towns of the Great Plains,
they can discover traces of the formula that has made American democracy
work. However, scholars also ought to be attuned to finding parts of the
formula that did not lend themselves to building a democratic constitution,
Traces of what has plagued democracy can also be found in the small towns
on the Great Plain. Specifically, towns that have changed because of the

influx of foreign-born workers are likely to have groups that exclude new
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immigrants. Cornell West (1994) claimed that “race matters in the American
present,” and it probably matters in Nebraska as well (xvi).
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