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Social Capital: Its Origin and Application in Cooperative Organization Abdul Ghafar Ismail1 Muhammad Hasbi Zaenal2 Abstract Despite the development of shariah cooperatives in markets and their social capital based characteristics, neither the origin nor the definition of social capital in shariah cooperatives has been investigated. Therefore, this study seeks to: first, identify the dimension of social capital and hence we contribute to a conceptual clarification of the definition of social capital; and second, we develop a descriptive theory to illustrate how the combination of social capital dimensions results in different types of social capital. These two original contributions provide new insights on different functions of social capital and on its measurement at the cooperative level. JEL Classification: G23; L31; O43; P13; Q13; Keywords: shariah cooperatives; social capital; social networks;
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1.



Introduction



The central premise of social capital is that social networks (or helping each other) have value.3 The collective value of all social networks and the natures that arise from these networks are to do things for each other [or normally known as cooperation]. The social capital resources (e.g. trust, norms and networks of association or ukhuwah) inherent in social relations could facilitate collective action for a common purpose. The cooperation would create an exchange that would encourage bargaining, compromise, and pluralistic politics; and equality of citizens that would encourage the formation of cross-cutting groups. The presence of manners society and cooperation are crucial in explaining the concept of social capital. The underlying theory in explaining the social capital is very much related to social exchange theory and psychological contract theory (Birtch et al. 2016). In this study, we want to link with cooperative organization. The distinguishing features of institutional economics also cover the new learning in fields such as anthropology, evolutionary science, psychology, and sociology. Therefore, with a given principles of cooperative organization, the decision to link social capital with cooperative organization is based on our view that we can gain something valuable from exploring the field of social capital research. The specific phenomena that social capital theorists seek to understand is in organizing the principles for the study of cooperative organization. The benefits would be on the individuals’ empowerment in achieving order and cooperation and controlling anomalous or opportunistic behaviour. In line with the view of DeFilippis (2016) that the issue to divorce the social capital from economic capital and social capital from human capital does not arise. This paper will return to the original concept of social capital used by Loury (1977) and Bourdie (1986, 2005) and the view from Islamic perspective on alternative theories of social capital that can be realized in developing the cooperative organization. Here, we will also discuss the case study on social capital as it pertains to economic fields, with a particular focus on its significance for cooperative organization. In so doing, it seeks to address four specific questions: (i) How do the sources of social capital appear in economic fields?; (ii) Should social capital be embedded in social relationship or individuals (iii) How can social capital be measured?; and (iv) How might existing cooperative business models (a case study) give more adequate attention to social capital (principles that support social capital or social capital can be sustained via cooperative organization)? Despite the fact that the concept of social capital has been increasingly mentioned within social sciences, social capital theory has not attained a full theoretical status. The aim of this paper is twofold. First, identifying social capital dimensions, we contribute to a conceptual clarification of the definition of social capital. Second, we develop a descriptive theory to illustrate how the combination of social capital dimensions results in different types of social capital. These two original contributions provide new insights on different functions of social capital and on its measurement at the institutional level. The paper proceeds as follows. In section 2, we will discuss on the origin of social capital. Although, section 2 will give some sense of what is meant by social capital. However, in section 3



Refer to Surah Al Ma’idah (verse 2): “O you who have believed, do not violate the rites of Allah or [the sanctity of] the sacred month or [neglect the marking of] the sacrificial animals and garlanding [them] or [violate the safety of] those coming to the Sacred House seeking bounty from their Lord and [His] approval. But when you come out o f ihram, then [you may] hunt. And do not let the hatred of a people for having obstructed you from al-Masjid al-Haram lead you to transgress. And cooperate in righteousness and piety, but do not cooperate in sin and aggression. And fear Allah ; indeed, Allah is severe in penalty.
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3, we will revisit the definition of social capital as promoted in the recent literatures. By dwelling on the definition, what would be the dimensions of social capital? This answer will be found in section 4. Section 5 will present the descriptive results of the data and the statistical results of different indicators for social capital. Section 6 will produce the conclusion. 2.



Social Capital and its Origin



Currently, we classify the capital in economics as economic capital, human capital and social capital. The first two terms are extensively used in economic fields. The JEL classification recognises these words as important keywords but not for the later.4 Historically, the word of social capital has appeared since 1916 as recorded in a book published by Hanifan (1916). In her article, she discussed how neighbours could work together to oversee schools. From here she specifically choose the term social capital as “those tangible assets that count for most in the daily lives of people: namely goodwill, fellowship, sympathy, and social intercourse among the individuals and families who make up a social unit…if an individual comes into contact with his neighbour, and they with other neighbours, there will be an accumulation of social capital, which may immediately satisfy his social needs and which may bear a social potentiality sufficient to the substantial improvement of living conditions in the whole community.” It shows that she uses the term capital specifically to highlight the importance of the social structure to people with an economic perspective. Not until 1970s, the word of social capital was not extensively used. Several studies highlight the reasons on the emergence of this word. First, the influence of influential researchers such as Loury (1977), Bourdiue (1985),5 Coleman (1988) who discuss the origin of social capital. Loury (1977) said that the term social capital represent the consequences of social position in facilitating acquisition of the standard human capital characteristics. While Bourdiue (1985) used the term social capital in an attempt to understand the production of classes and class divisions. He divide the class divisions into social networks and the outcomes of those social relationships. He conclude that both should not be simply equated. Because, the outcomes could not generate resources. Coleman (1988) argued differently on the term. Its function is to facilitate certain actions of actors (that are people or institutions). Second, the group of researchers such as Putnam (1995), (2000) and DeFilippis (2001) brought social capital into use in the development studies. In both his work, Putnam argued that the Americans (in particular) have become wealthier, their sense of community has weakened. Cities and traditional outskirts have given way to “edge cities” and “exurbs” - vast, anonymous places where people sleep and work and do little else. As people spend more and more time in the office, commuting to work and watching TV alone, there is less time for joining community groups and voluntary organisations, and socialising with neighbours, friends and even family. The result was that social capital was missing in economic development. In this perspective, DeFillipis (2001) extended the contemporary interest in social capital by linking the power in the production of communities and economic capital. He concluded that these alternative theories of social capital can be realized in community development practice. Third, the presence of a civilized society and social connectedness (Adam and Roncevic 2003 and Cropanzano and Mitchell (2005)) and civic engagement (Andriani and Christoforou 4 5



Economic capital and human capital are classified under D24 and E22, and J24, respectively. The English translation only appeared in 1985. The first version was in French
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(2016)), all are linked to social capital. Then, the spate of interest in the social exchange theory and psychological contract theory (Watson and Papamarcos (2002) in 1990s also suggests the employment relationship that goes beyond the formal economic employment contract. The psychological contract which is defined by Rousseau (1990) as “an individual’s beliefs regarding reciprocal obligations’ set in the context of the employer/employee relationship. The psychological contract is based on individual perceptions, formed from a variety of external and organizational reference points (Crossman, 2002) and is influenced throughout the formal and informal socialization into the organization by the behaviour of recruiters, managers, colleagues and by the individual’s own experiences. Each party will not share the same interpretation of the (social) exchange agreement and may hold different views on the content of the contract and the degree to which the mutual obligations have been fulfilled (Coyle-Shapiro and Kessler 2000). As identified above the term social capital has been used since the early twentieth century. It shows that the concept of social capital lends itself to diverse application as it is very broad and one may expand the concept in different discourse such as social networks, rational and spiritual choice theory, institutions, and the socioeconomics of poverty, labour markets and social psychology.



3.



Definitions



The discussion in Section 2 gives some wisdom of what is meant by social capital. However, in this section, we will revisit the definition of social capital as promoted in the recent literature written by Andriani and Christoforou (2016).6 In this study, we will only concentrate on those we consider relevant in economic fields and those that refer to the central premise of social capital that is the value of social networks. The Oxford Dictionary defines social capital as the networks of relationships among people who live and work in particular society enabling that society to function effectively. In this definition, the economic agents who live and work and at the same time, they interact (via an exchange of idea (shuratic approach), exchange of capital (economic capital), exchange of labour (human capital) among each other via network (in this paper, we refer to creating a cooperative organization). The objective or gain from this network is to produce an efficient economy. The World Bank explain further the concept of network. They define social capital as the institutions, relationships, and norms that shape the quality and quantity of a society's social interactions. Their researchers such as Woolcock (1999), and Woolcock and Narayan (2000) have proven that social cohesion is critical for societies to prosper economically and for development to be sustainable. However, the definition given by linguistics and practitioners tells us that social capital is not just the sum of the institutions and norms that underpin a society - it is the relationships that hold them together. The relationship and interaction become the basis of the above definition. Portes (1998) and Putnam (2000) take the similar view. According to Portes (1998), social capital refers to the norms and networks that enable people to act collectively. Whereas, according to Putnam (2000), physical capital refers to physical objects and human capital refers to the properties of individuals, social capital refers to connections among individuals - social networks and the norms of reciprocity and trustworthiness that arise from them. In that sense, social capital is closely related to what some have called ‘civic virtue.’ The difference is that ‘social capital’ calls attention 6



Please visit http://socialeconomics.org/Papers/Lollo1C.pdf
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to the fact that civic virtue is most powerful when embedded in a dense network of reciprocal social relations.” In defining the social capital, Coleman (1990) dwells further the relevance of networks and their effects on individual behaviour. He says, “Social capital is defined by its function. It is not a single entity, but a variety of different entities, having two characteristics in common: they all consist of some aspect of social structure, and they facilitate certain actions of individuals (also corporate actors) who are within the structure”. He open up the discussion on the different entities who have common characteristics such as norms. On the macro scale, it is the structure of social network that ties between individuals or corporate actors. On the micro scale, the characteristics shape the behaviour of individuals within the social system. He also propagates that some of the mechanism that generate social capital (or the sources of social capital) and the consequences of its possession and the social organization that provide the venue for the implementation of sources of social capital and consequence of social capital. Cohen and Prusak (2001) did the extension to Coleman’s definition. They try to relate the social capital, which consists of the stock of active connections (such as trust, mutual understanding and shared values) among people and behaviours that bind the members of human networks and communities to make cooperative action. Hence, they redefine social capital as the ability of people (who have a stock of characteristics) to work together for common purposes in groups and organizations. Fukuyama (1995) define social capital as the existence of a certain set of informal values or norms shared among members of a group that permit cooperation among them. Equally important is the distinction between the formal and informal values in exchanges mediated by social capital. Here, we emphasize that social network is bound with the information, trust, understand each other, the same values, and collaborative. Despite the agreement among the researchers, that Coleman’s essays have the merit of introducing and giving visibility to the concept of social capital, and highlighting its importance in shaping the individual behaviour and identifying in some of the mechanism through which he derive the sources of social capital. In this last respect, Lin (2001) define social capital as resources embedded in social networks (or ties), accessed and used by its members. From here, we consider another two components in discussing social capital, i.e., social interactions and embedded resources. In addition, he further argue that possession (or resources) embeds in social relationships rather individual actors. While, the access and use of such resources reside with the individual members. This further strengthens the presence of resources in social relations and networks as earlier discussed in Bourdie (1986, 2005) and Adler and Seok-Woo (2002). In conclusion, social capital represents resources embedded in social relationships rather than individuals. On the other hand, the access and use of such resources reside with the members. It indicates that, considering a member of a network, the better the position of origin, the more likely it is that this member will have access to and make better use of social capital. For instance, an individual with better education or higher income might have better. In addition, the second group believes that social capital will give power if a community has an internal collaborative. Therefore, we can think of social capital as the links, shared values and understandings in society that enable individuals and groups to trust each other and so work together. In economic thought, the idea that trust, associational activities, the sense of reciprocity contribute to the economic wealth of a community. More importantly, this conclusion would alter on how we establish a social institution, particularly cooperative organization.
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4.



Helping Each Other in Islamic Way



In promoting social networks, Allah guide us thorough the following surah: “O you who have believed, do not violate the rites of Allah or [the sanctity of] the sacred month or [neglect the marking of] the sacrificial animals and garlanding [them] or [violate the safety of] those coming to the Sacred House seeking bounty from their Lord and [His] approval. But when you come out of ihram, then [you may] hunt. And do not let the hatred of a people for having obstructed you from al-Masjid al-Haram lead you to transgress. And cooperate in righteousness and piety, but do not cooperate in sin and aggression. And fear Allah ; indeed, Allah is severe in penalty.” (Surah Al Ma’idah: 2) According to tafseer ibn kathir 7, Allah commands the believer 8 to help one another perform righteous, good deeds, which is the meaning of `Al-Birr', and to avoid sins, which is the meaning of `At-Taqwa'. Allah forbids the believers from helping one another in sin, `Ithm' and committing the prohibitions. Ibn Jarir said that, "Ithm means abandoning what Allah has ordained, while transgression means overstepping the limits that Allah set in your religion, along with overstepping what Allah has ordered concerning yourselves and others.9 It shows that Allah informs us that the best assistance a believer can offer is in promoting goodness and piety. Again, we learn from the Qur'an what goodness is: “It is not righteousness to turn your faces to the East or to the West. Rather, those with true righteousness are those who believe in Allah and the Last Day, the Angels, the Book and the Prophets, and who, despite their love for it, give away their wealth to their relatives and to orphans and the very poor, and to travellers and beggars and to set slaves free, and who establish prayer and pay welfare tax; those who honour their contracts when they make them, and are steadfast in poverty and illness and in battle. Those are the people who are true. They are the people who do their duty.” (Surah al-Baqara: 177) In the above verse, Allah informs us that the best assistance a believer can offer is in promoting goodness and piety. Again, we learn from the Qur'an what goodness is: It is not righteousness to turn your faces to the East or to the West. Rather, those with true righteousness are those who believe in Allah and the Last Day, the Angels, the Book and the Prophets, and who, despite their love for it, give away their wealth to their relatives and to orphans and the very poor, and to travellers and beggars and to set slaves free, and who establish prayer and pay welfare tax; those who honour their contracts when they make them, and are steadfast in poverty and illness and in battle. Those are the people who are true. They are the people who do their duty. (Surat al-Baqara: 177) As is evident, the above goodness plainly differs from the sense of goodness established in societies (as discussed in Section 3) in which the values of religion do not prevail. We, who are distant from Qur'anic morality, perceive goodness as a favour done when one feels like it. This is an attitude occasionally adopted. Often this form of goodness is limited to not side-stepping
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Tafseer Ibn Kathir (1999) Tafsir al-Qur'an al-Azim, Riyadh, Dar Toyyibah. Before this we used to refer member, hereafter we refer to member which believe in rukun iman and Islam as believer 9 Imam Ahmad recorded that Anas bin Malik said that the Messenger of Allah said Support your brother whether he was unjust or the victim of injustice. He was asked, "O Messenger of Allah! We know about helping him when he suffers injustice, so what about helping him when he commits injustice'' He said, Prevent and stop him from committing injustice, and this represents giving support to him.) Al-Bukhari recorded this Hadith through Hushaym. No. 2444 8
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beggars and to giving in charity, feeding stray dogs or giving one's seat to an elderly person in a crowded train. However, all these favours are done only when, they do not harm one's interests. Contrary to this picture, however, the kind of goodness described in the Qur'an is the kind of morality (to produce a manner society) and worship practised right throughout one's life, and not only when it happens to occur to one or one feels like it: it is not dependent on particular conditions. When necessary, a believer can consider making any sacrifice simply for the sake of doing a good deed or to encourage others to do good deeds. Another subject on which Allah commands believers to help one another is the wonder or fear of Allah (taqwa) which inspires the individual to be on his guard against wrong actions and to be eager to do things which please Allah. The following verses describe different aspects of "taqwa": “whatever good you do, Allah knows it. Take provision; but the best provision is doing your duty (taqwa). So heed Me, people of intelligence!” (Surah al-Baqara: 197) “Children of Adam! We have sent down clothing to you to conceal your private parts, and fine apparel, but the clothing of heedfulness (taqwa)-that is best! That is one of Allah's Signs, so that hopefully you will pay heed.” (Surat al-A'raf: 26) “Mankind! We created you from a male and female, and made you into peoples and tribes so that you might come to know each other. The noblest among you in Allah's sight is the one who best performs his duty (one with the most taqwa). Allah is All-Knowing, AllAware.” (Surat al-Hujurat: 13) The Qur'an informs us that what is precious in the sight of Allah is not the deed itself but the intention behind it and whether it has been done purely to earn Allah's approval. The following verse explains this as follows: Their flesh and blood does not reach Allah but your heedfulness does reach Him… (Surah al-Hajj: 37) Examples from our daily life are throng. For instance, one may give charity to the poor or make many sacrifices or be very considerate towards others. Yet, the real criterion here must be that while doing all these things, the individual must hope only to earn Allah's approval and seek only His rewards. If his intention is to show off, to earn the admiration or praise of others then it may well be that his efforts will be in vain. Ultimately, in the hereafter, everyone will be rewarded in accordance with his own piety. In the Qur'an, Allah commands believers not only to do good deeds but also to be sincere about doing them. Cooperation among believers is based upon exactly these two criteria that are deemed to be precious in the hereafter. True compassion, indeed, entails this kind of cooperation. Believers help others in uplifting the maqasid shariah. 10 For instance, believers help to improve one's health, to provide better living conditions, to give joy and happiness (Ismail and Haron),11 to ease worries or strengthen faith. That is, the ultimate end of such help has to improve health, peace, the environment and people's faith. However, those who have no Qur'anic understanding of mercy do not while helping someone appreciate these finer points. They do not even think of the possibility of the harm they may cause to others. For instance, lending money for gambling, prostitution or fraud is highly damaging. The one who borrows the money sooner or later find himself in great trouble in this world. But the matter does not end there, for his suffering extends to the hereafter, because of his having acted against the commands of Allah. Furthermore, the lender ought also to accept the blame for having 10 11



Further discussion, see Ismail at al (2017) Refer to Haron and Ismail (2015)
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helped another to commit a sin. In this sense, he may become equally responsible for the sin. For this reason, Allah declares that such people will meet the most grievous punishment in the hereafter and that they will no longer be able to help one another: "Why are you not helping one another?" No, today they come in absolute submission. (Surat as-Saffat: 25-26) Those who help one another out of goodness and piety will be rewarded as follows: Those who produce a good action will receive ten like it. But those who produce a bad action will only be repaid with its equivalent and they will not be wronged. (Surat al-An'am: 160) If anyone does a good action, We will increase the good of it for him. "Allah is EverForgiving, Ever-Thankful". (Surat ash-Shura: 23) 5.



Measurement of Social Capital



By dwelling on the sources and definition of social capital; and Islamic way in helping each other, what should a believer has in relation to institutions, relationships and manner? Furthermore, in an economy, the believer who is guided by Allah. Hence, the individuals should have the characteristics that have an impact on the social capital. What would be the dimensions of social capital? Several excellent studies have identified different indicators for social capital, using different types and combinations of qualitative, comparative and quantitative research methodologies. For example, Ng et al (2015) consider trust and ethics as the important elements in social capital. Social capital is complex and difficult to measure. Until now, social capital has not been measured directly and is frequently reduced to one or even a part of one of its indicators. At the macro-level, Chloupkova et al. (2003) use three indicators for social capital: membership in voluntary organizations, trust, and civic participation. Another popular indicator system regarding macro-level social capital is developed by Putnam (1993), in which networks, norms, and trust are the three indicators of social capital. Networks are referred to as social relationships. Many studies emphasize the network dimension of social capital and even equate networks to social capital. Norms specify what actions are acceptable or unacceptable (Lyon 2000), whereas trust is the confidence or belief in other agents that perseveres in spite of uncertainties, risks, and opportunisms (Misztal 1996). Tsai and Ghoshal (1998) demonstrate the ingredient of social capital at the firm level and distinguish the following three dimensions of social capital: the structural dimension, the relational dimension, and the cognitive dimension. The structural dimension of social capital refers to the social networks or social interactions of a firm that can be used to access specific resources or facilitate transaction. The relational dimension of social capital is the trust and trustworthiness embedded in the organization or among its members. The cognitive dimension pertains to the shared vision that facilitates the understanding of collective orientation and ways of acting in an organization. This analysis of the three dimensions of social capital is used mostly in business and management studies (Lee 2009). In addition, there are associations among the different dimensions of social capital. Structural social capital may stimulate trust and trustworthiness, which represent the relational dimension of social capital (Tsai and Ghoshal 1998). The structural and relational dimensions of social capital can be conceptualized, respectively as inter-organizational trust and interpersonal trust within an organization (Zaheer et al. 1998). Moreover, a common understanding of the organization’s goals and mission, which represents the cognitive dimension of social capital, may also help develop trust within the organization (Tsai and Ghoshal 1998).
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We distinguish three dimensions of social capital based on Tsai and Ghoshal (1998) and by incorporating the feature of cooperatives. They are external dimension, relational dimension, and cognitive dimension of social capital. External social capital refers to inter-organizational networks that a cooperative is engaged, whereas both relational and cognitive dimensions are intraorganizational social capital. Relational social capital is the trust among members and between members and managers, while cognitive social capital indicates the collective orientation of members in a cooperative. Different types of firms operate differently and may vary with respect to each dimension of social capital as well. However, according to our knowledge, there is no systematic theory regarding social capital for different types of firms. The embeddedness of cooperatives makes the external dimension of social capital more concerned with the local community and social connections than shareholder-owned firms (SOFs), in addition to marketing and financial stakeholders (Xu 2005, Nilsson et al. 2012). Cooperatives, which are owned and controlled by their members, are characterized by dual types of attributes, an economic attribute and a social attribute, which makes them proxies for the formation and development of social capital (Nilsson and Hendrikse 2011). Internal social capital in cooperatives – the relational and cognitive dimensions of social capital –is an important resource in cooperatives (Nahapiet and Ghoshal 1998, Nilsson et al. 2012).However, IOFs maximize financial profits; thus, inter-trust among employees – and also between employees and shareholders – is subordinated to financial returns. Cooperatives require a high level of intra-organizational social capital to ensure the loyalty and commitment of member. However, sources of social capital such as trust, tolerance, and cooperation. The benefit of this approach is that it is more or less clear about what is, and what is not, social capital, making for cleaner measurement and more parsimonious theory building; the disadvantage is that it tends to overlook the broader institutional environment in which believers are inherently embedded with a kind of morality and worship.



6.



A Case Study of Social Capital in Shariah Cooperatives in Cirebon



Due to the difficulty of direct measurement, various proxies are applied to conceptualize and measure social capital. We partially borrow the dimension of social capital from Tsai and Ghoshal (1998) and customize it according to the operation of shariah cooperatives in Indonesia. All the measures of social capital are shown in Table 1. Table 1: Measurements of the Dimensions of Social Capital Parameter External Dimension



Measurements 1) How close are the relationships you have with input suppliers? 2) How close are the relationships you have with managers of other cooperatives and agricultural firms? 3) How close are the relationships you have with wholesalers or clients? 4) How close are the relationships you have with officials from the government?



Evaluation
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Relational Dimension



Cognitive Dimension



Internal Dimension



5) How close are the relationships you have with managers of cooperative unions or associations? 1) Please indicate to what extent members trust the managers’ capabilities in service provision, products’ market recognition, and enhancing members’ income. 2) To what extent do you trust that members are committed to the bylaws and delivery obligation of the cooperative? 3) Please evaluate the extent of trust between members. Members have a common understanding about the collective orientation and the mission of the cooperative. Please indicate to what extent the managers’ effort in safeguarding the faith



basically agree



External Dimension Due to the dominant position of chairpersons in the management and operation of cooperatives (Liang and Hendrikse 2013), the social ties of the chairperson with other organizations and people are roughly taken as the external dimension of social capital. The extent of closeness that the chairperson has with five types of stakeholders, input suppliers, managers of other cooperatives and agricultural firms, wholesalers or clients, officials from the government, and managers of cooperative unions or associations, is used to measure the structural dimension of social capital. We use a 5-point scale ranging from ‘not close at all’ to ‘extremely close’ to evaluate the answers to the five questions. An exploratory factor analysis of the five variables yields a one-factor measure of the external dimension of social capital in each sample. Relational Dimension The mutual trust between managers and members and the trust among members represent the relational dimension of social capital. We utilize three inquiry questions: (i) to indicate the extent to which members trust the managers’ capabilities in service provision, products’ market recognition, and enhancing members’ income; (ii) to what extent do you trust that members are committed to the bylaws and delivery obligation of the cooperative?; and (iii) to evaluate the extent of cohesion and trust between members. To measure the trust within a farmer cooperative. A 5-point scale with choices: ‘do not trust at all’, ‘basically trust’, ‘trust’, ‘quite trust’, and ‘completely trust’ is applied to evaluate the answers to those questions. A one factor-measure of the relational dimension of social capital is produced from the three variables by an exploratory factor analysis.
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Cognitive Dimension The cognitive dimension refers to a shared vision that facilitates the understanding of collective orientation and missions and ways of acting in an organization. “Members have a common understanding about the collective orientation and mission of the cooperative” is applied as a variable of the cognitive dimension of social capital. A 5-point scale ranging from ‘not right at all’ to ‘extremely right’ is used to evaluate the answer to the question. Internal Dimension Ethics and worship which indicates the strength of ethics and worship among cooperative membership. Between leaders and members, how much involved with this dimensions, in which it is assumed will affect oon cooperative activities. The data consists of both documented materials and first-hand data. Face-to-face interviews were conducted to collect first-hand data. We chose cooperatives in Cirebon, a city in the province of West Java, Indonesia, for two reasons. First, cooperatives in Cirebon are in the eastern area of Java Island where the economy is economy is dominated by manufacturing, trade, hotels and restaurants, transport and communications and service sectors. Second, the religious based school (or pesantren) in Cirebon is among the oldest in Indonesia (Muhaimin (1996)). The role of pesantren is important in influencing the community development. We chose five shariah cooperatives in Cirebon from the lists of cooperatives by random sampling and conducted face-to-face interviews with the chairperson of each cooperative. Data regarding the chairperson’s personal information, measures of the external, relational, cognitive and internal dimensions of social capital, members’ collective activities, and cooperative-level information, such as membership size, shareholder structure, and profits, were collected. We interviewed the chairpersons of cooperatives in Cirebon which is Al-Ishlah Cooperative, Al-Falah Cooperative, Syariah Cooperative 165, Al-Fath Cooperative, and Global Insasi due to the unavailability of chairpersons at the other cooperatives. This section presents the descriptive results of the data and the statistical results of the models. All the variables, as well as the mean, standard deviation, minimum and maximum values of each variable, are displayed in Table 2. Table 2: Descriptive Statistics Social Capital Variables External Dimension



Mean



SD



Min



Max



Managers to Input Suppliers Managers to Other Cooperatives Managers to Clients Managers to The Government Member to Managers/ Cooperative Unions Relational Dimension Members Trust The Managers Managers Trust To The Members Trust Between Members Cognitive Dimension Common Understanding by The Members



4.07 2.21 3.50 3.50 3.71



.82 .57 .51 .51 .72



3 1 3 3 3



5 3 4 4 5



3.71 3.86 3.35



.72 .66 .85



3 3 2



5 5 5



3.71



.91



2



5



13 Internal Dimension Managers Effort in Safeguarding The Faith



3.93



.73



3



5



The results presented in Table 2 shows that social capital values among the members of the shariah cooperatives in Cirebon is good. For example it is found that the cooperative members are generally able to understand what their rights and obligations. In addition, we found that the member and the leader states that religion is the necessary factor in shariah cooperative environment. But, there is a few points that needs to be looked at; First, on the external dimension, the relationships among shariah cooperatives to create as an inclusive financial sector for the community at large must be improved; Second, in relation dimension, there is a need to further enhance the trust between the leader to the members, the members to the cooperative leaders, and among the members.



7.



Conclusion
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