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ABSTRACT

SOCIAL CAPITAL AND ABORIGINAL ECONOMIC DEVELOPMENT:
OPPORTUNITIES AND CHALLENGES

Doctor of Philosophy 2003

Yael M. Levitte

Graduate Department of Geography
University of Toronto

Two main concerns animate this dissertation. On a theoretical and methodological level,
it investigates the analytical utility of social capital, a concept that has gained prominence in
recent years. I examine the different levels of social capital — strong, bonding ties with primary
reference groups; intermediate, bridging relations between such groups; and weak, linking
networks with networks of power. Associating them to geographic scales, I reinforce the
analytic framework with which social capital terminology may be employed. Moving away
from the uncritical celebration of social capital as a panacea to all types of social ills, I also
examine issues, such as accessibility and control of resources, historical constraints and the
dysfunctional potentials of social networks themselves.

At the same time, as an empirical and practical study, this dissertation explores the
history and future of economic development in three Northern Ontario Aboriginal communities.
Canada is among the most affluent countries in the world, ranked highly on quality of life
indices. Yet its First Nations share this prosperity only to a small extent. Policies aimed at
improving Native peoples’ lives focus on the promotion of one economic development strategy
in particular, entrepreneurship. My research examines the role social capital plays in

entrepreneurial success or failure.
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I suggest that geographical isolation segregates individuals and communities from
linking and bridging networks; reliance on bonding networks in such locales often results in
limited access to financial and human resources. In places where networks extend beyond the
community, larger pools of resources are accessed. The dissertation highlights, however, the
potential detrimental role that such external networks can play in the daily lives of marginal
communities. Analysis of the colonial legislative framework which guided twentieth century
policy makers in Canada examines how assimilative policies have interfered with various levels
of social capital, and the consequential effect of such interference to economic and social
development.

My analysis, which offers some insights into the major determinants of present-day
social and economic hardships in Aboriginal communities, also suggests ways in which lessons
learned in the Aboriginal framework may be transposed elsewhere. At the same time, I offer a
critique of social capital theory and propose ways of refining its concepts and extending its

applicability.
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CHAPTER 1 — INTRODUCTION

This dissertation tells two stories: One explores the application of the idea of
social capital to the study of economic exchange and economic development; the other
explores economic development policy for Aboriginal peoples in Canada. The storylines
follow about a century of scholarship and policy making. Their convergence enriches
both narratives: understanding how family, friendship and leadership networks interact
with elements such as access to capital, markets and resources contributes to our
understanding of the opportunities and challenges that Aboriginal economic developers
face. The specific historical and geographic prism of First Nations in Canada sheds light
on how factors such as space and time influence the interaction between social and
economic processes. Thus, this dissertation tries to make a geographical contribution to
the field of social capital, adding to an already growing economic geography literature on
the subject (Bebbington, 1997; Bebbington & Perreault, 1999; Gertler, 2003; Maskell,
2000; Morgan & Henderson, 2002). The research undertaken here also contributes to a
better appreciation of the under explored role of social networks in Aboriginal economic
development.

In this introductory chapter, I lay out the two storylines, providing a brief history
of the concept of social capital and outlining key issues in Aboriginal economic
development. Next, I list the research questions that emerged from these narratives,
which guided my research and writing. The third section provides an overview of the
chapters that follow. I conclude with a consideration of terminology, explaining the key

labels I use, and briefly reflect on issues of representation.



1. SOCIAL CAPITAL — A BRIEF INTRODUCTION

The twentieth Century was marked by a lively debate about the importance of
social institutions to economic exchange. From Simmel (1971 [1908]), Weber (1969
[1947]) and Polanyi (1957) to Granovetter (1973; 1985), Putnam (1993b; 1995a), Portes
and Landolt (1996; 2000) and Woolcock (1998), there is wide agreement that social
relations can turn into both resources and liabilities for economic development, and
particularly for entrepreneurship. The last decade has also seen the meteoric rise of one
concept in particular — social capital. Some celebrate it as an element by which
communities, individuals, governments or financial organizations foster economic growth
and stability. Others highlight the potential costs and risks implicit in social relations as
they manifest themselves in economic exchange (e.g. opportunism, nepotism).

“Bonding”, “bridging” and “linking” are recurring terms in the social capital
debate; they relate to different forms of social capital and the ability of these forms to
affect coping mechanisms of struggling individuals and communities (Gittell & Vidal,
1998). Bonding relationships or “strong ties” refer to relations between family, friends,
and neighbours. Bridging networks or “weak ties” refer to relationships between
associates, colleagues, or people who share some demographic characteristics,
irrespective of how well they know one another (Woolcock, 2000: 10). Linking (Briggs,
1998; Woolcock, 2000) refers to the capacity to leverage resources, ideas, and
information from formal institutions beyond one’s own locality (Woolcock, 2000: 11). In
the following chapters I look at how these various levels of social capital help and hinder

economic development in Aboriginal communities.



From the outset, it is important to emphasize that by choosing to analyze First
Nations economies from a social networks angle, I do not discard the role of other factors
such as the availability of natural resources, location relative to supplies and markets, the
allocation of public funds or legislation. I believe, however, that social capital is an

important mediating factor in accessing these resources.

2. DEVELOPMENT AND ABORIGINAL PEOPLES — A BRIEF INTRODUCTION

Limited access to resources such as funds, skills and markets hinders economic
development efforts in First Nation Communities. Stimulating Aboriginal economies,
however, is key to the improvement of Native peoples’ lives. Two centuries of radical
transformations in the ways of life of Aboriginal peoples in North America have resulted
in great social upheaval. A large body of research has documented the consequent socio-
economic reality and the gap between Native and non-Native socio-economic conditions
(see, for example, Abadian, 1999; Gagné, 1994; Hawthorn, Cairns, Jamieson, & Lysyk,
1966; Royal Commission on Aboriginal Peoples, 1996b, 1996¢; Shkilnyk, 1985; Warry,
1998; and York, 1990). The popular media have also been preoccupied with the dismal
living conditions experienced by First Nations. Focusing on the challenges and hardships
facing Aboriginal peoples is important, as it turns public attention to such issues and to
the need to address them. At the same time, interest in learning from past experiences in
Aboriginal economic development to understand how First Nations can take control of

their destinies and change their lives for the better is growing.1 The majority of policies

! See, for example, Alfred, 1999; Anderson, 1995, 1999; Black, 1994; Caldwell and Hunt, 1998;
Champagne, 1992; Chataway, in press; Chiste, 1996; Cornell, 1995a, 1995b, 2000; Cornell & Kalt, 1991,
1992a, 1992b, 1997b; Elias, 1991; George, 1989; Julnes, 1994; Native Investment and Trade Association
(NITA), 1998; Royal Commission on Aboriginal Peoples, 1993, 1996b; Wuttunee, 1992.



designed to stimulate economic development in First Nation communities has been
geared towards entrepreneurship. Individual economic success is assumed to strengthen
the community (by generating jobs and wealth). Moreover, the community as a collective
is perceived as a potential entrepreneur, providing employment for its members and
generating capital for social and economic programming. Consequently, much research
has been directed to examining factors influencing successful business development. In
this dissertation, it is not my objective to evaluate whether entrepreneurship is the right
approach to stimulate Native economies; instead, I prefer to examine how social capital
can help or hinder this preferred economic strategy. In particular, I analyze the role of
social networks in overcoming or exacerbating specific barriers to entrepreneurship, such
as access to capital and markets.

Location is pivotal to understanding Aboriginal socio-economic reality and to the
effectiveness of programs aimed at changing this reality. Peters (2001) points out that
“the Aboriginal population in Canada is much more rural than the Canadian population as
a whole” (p. 140). The focus of this research is therefore on rural and remote
communities in northern Ontario, considered by the Royal Commission on Aboriginal
Peoples [RCAP] (1996¢) as a mid-north region.” A large proportion of Aboriginal
peoples (ca. 26%) live in Canada’s mid-north; in Ontario, of the 184 communities in that
area, 110 (ca. 60%) are Aboriginal. Approximately 30% of the communities in Ontario’s
mid-North are considered remote (over 350 kilometres away from an urban centre) and
most of them are accessible only by air (McCue, 1994: 404). Other communities are

equally divided between settlements defined as rural (50 kilometres to 350 kilometres

2 The Commission’s zones are based on determinants “like geography, climate, population density,
economic structure and the proportion of the population made up of Aboriginal people” (RCAP, 1996¢:
497n1).



away from an urban centre) and those defined as urban (within 50 kilometres of an urban
centre) (ibid.). Summarizing the Rosehart (1986) report on resource dependent
communities in Northern Ontario, Gertler et al. (1993: 64) show that northern
entrepreneurs (whether Aboriginal or not) face specific challenges such as difficulty in
attracting and/or retaining highly skilled workers, and high costs of doing business (e.g.
transporting goods to and from the region, high energy costs, and high local supply prices
due to a lack of competition). For Aboriginal peoples these hardships are compounded by
legislation that poses additional barriers to access to funds and other material resources

(for instance, high quality housing).

3. HYPOTHESES AND QUESTIONS

Using location as a key variable, and through the convergence of the two story
lines, I argue that spatial boundaries have the capacity to limit or enable communities and
individuals to move beyond their close-knit community networks to access greater
resources outside their locality. I also maintain that in the Aboriginal context, the
problem of small scale economies has been exacerbated by years of policy making that
undermined social networks, previously crucial to the survival of their members. Finally,
although boundaries pose limits to the ability to reach out beyond one’s locality, effective
leaders and mechanisms of local governance can, given enough time, build and maintain
such networks. To test these hypotheses, the research project sought to answer the

following questions regarding Aboriginal economic development:



1) Can social capital generate the needed resources to overcome the challenges
facing Aboriginal economic development? That is, can social networks help
individuals and communities gain access to capital, land and markets?

2) The negative qualities associated with social capital, such as nepotism or
exclusion of outsiders, have been well documented. How do these characteristics
exacerbate the challenges to Aboriginal economic development?

3) Given the above, how can governments and Aboriginal institutions enhance the
positive aspects of local social networks to support Aboriginal economic
development?

Concerning social capital the dissertation asks:

4) What can we learn from the Aboriginal context about the ways in which social
policy can influence the formation or breakdown of social relations?

5) Why do some communities appear to be able to capitalize more on their social
relations while others do not? To answer this question, I focus on the role of
governing institutions in creating and maintaining social capital.

6) How do geographical scales shape social relations?

4. OVERVIEW

To understand these issues, I have reviewed scholarly publications and
government and policy documents as well as Aboriginal and non-Aboriginal newspapers.
My empirical analysis is based on case studies conducted in three Aboriginal
communities in northern Ontario, located in fairly remote areas (Moose Factory Island

and Manitoulin Island). The communities have a relatively large number of businesses,



which differ by sectoral composition and ownership models (collective vs. individual
ownership of businesses). The variety of business practices enabled me to draw some
conclusions that can be applied beyond the local case studies. In the summer and fall of
2000, I conducted 99 interviews with 113 individuals, both individually and in groups. I
spoke at length with business owners, community leaders, and economic development
officers, as well as community members of various age, gender and economic groups.
The result of this work is presented in the next six chapters.

Chapters 2 and 3 introduce the theoretical issues guiding this work and provide a
broader social and historical context for the case studies. Specifically, Chapter 2 provides
a critical review of the social capital literature, introducing terms used by scholars from
various disciplines to describe the concept. The discussion traces the precursors of social
capital in sociological and economic writings from the beginning of the twentieth century
and highlights some of the debates arising from these works. Debates include factors that
influence the creation and maintenance of social capital, the possible downsides of social
capital, the use of the concept by politicians with different agendas, and issues related to
measurement.

In Chapter 3, I examine the meaning of development from conventional and
Aboriginal perspectives, i.e. what criteria can be used to determine the stage of
development within a community. The analysis outlines traditional measures of
development (such as the United Nations Human Development Index) as well as
Aboriginal approaches to development. Following this analysis, I suggest a framework
with which researchers and policy makers can compare the development of Aboriginal

communities. The chapter then provides an overview of the state of development in the



First Nations context. Because of the lack of national data on some of the alternative
measures outlined earlier in the chapter, | use mainstream measures such as health,
education, income and labour statistics to compare Aboriginal and non-Aboriginal
realities in Canada. To understand these realities, I offer an analysis of a century of
policies and legislation aimed at First Nations and examine their effect on social capital.
In the final sections of the chapter I review economic development strategies undertaken
by Native and non-Native policy makers to alleviate some of the development challenges
described earlier. The chapter concludes with a focus on Aboriginal entrepreneurs that
includes key statistics from Aboriginal firms. A discussion of opportunities and
challenges facing First Nation businesses provides the context to understand how social
capital interweaves as both an opportunity and a challenge to this economic development
approach.

Following the introduction of the broader theoretical and contextual issues,
Chapter 4 moves on to describe the methodological approach undertaken for this project.
In addition to describing the literature and documents reviewed, I outline the process for
selecting and approaching the communities and interviewees and explain how the
interview guide was developed. Finally, I reflect on ethical and practical issues related to
the research process, and particularly on how my Israeli Jewish identity influenced both
the research encounter and the analysis of the data.

Having presented the theoretical and methodological groundwork, the next two
chapters shift to the analysis of the issues presented in the first half of the dissertation.
The purpose of Chapter 5 is twofold: first, it lays out the descriptive base for the

empirical analysis, describing the communities along the three dimensions presented in



the comparative framework presented in Chapter 3: community assets and vitality,
culture and spirituality, and community empowerment. Second, the chapter concentrates
on strong ties and community networks to understand their role in helping and hindering
entrepreneurship, and particularly in overcoming barriers to capital, resources and market
access. For this second objective, I explore the quality and quantity of bonding networks
and the benefits derived from them. To better understand the dynamics of community
networks and how these relationships interact with economic development, the chapter
concludes with an historical account of the change in the settlement, economies, and
ways of life that the communities participating in this study have undergone. Particular
attention is turned to the role government policy plays in transforming these social
networks.

The final empirical chapter (Chapter 6) moves beyond bonding networks to
examine the extent to which the communities are linked to outside organizations and the
resources available from such external relationships. The role of public policies in
helping communities forge bridging and linking relationships is also explored. Of
particular interest are various programs that fund regional, provincial and national
Aboriginal organizations as well as policies that are aimed at helping communities
develop economic networks. Since linkages to networks of political and financial power
are important for the success of firms, I also analyse local relationships with higher levels
of government. The chapter concludes with a focus on local leaders and administrators
and their role in forging relationships outside the community; the analysis concentrates
on temporal issues, looking at electoral terms and the challenges to continuity of such

networks over time.
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Finally, in the concluding chapter (Chapter 7), I highlight the theoretical and
policy implications emerging from the results presented in the previous chapters. I reflect
on the usefulness of the social capital paradigm and specifically on commonly used
terms. Focusing on the need for an inclusive economic development process, I highlight
the need to ensure the participation of representatives from various local and external
social networks in this process. The discussion contributes to the understanding of
development issues not only in the Aboriginal context, but also in those of other

marginalized populations around the world.

S. TERMINOLOGY

Throughout the dissertation I use the terms ‘Aboriginal,” ‘First Nations’ and
“‘Native’ interchangeably to refer to the indigenous populations of North America. [ am
well aware that these terms obscure the distinctiveness of the various First Nations of
Canada (RCAP, 1996b: 11), as they encompass groups that differ in their political, legal
and cultural history. The Assembly of First Nations (2002d) notes that the term
‘ Aboriginal’ covers 633 First Nation communities, representing 52 cultural groups and
more than 50 languages. As a general rule, it argues, most individuals prefer to be
referred to by the specific nation to which they belong (such as Cree or Dene). Research
about the preferred labeling among Aboriginal people in Canada confirms that the
majority prefers tribal and linguistic designations such as Cree, Nisga’a or Anishinabek
(Bowd & Brady, 1998; Peters, 2001).

In my empirical chapters I focus on two such groups, Ojibway (in Manitoulin

Island) and Cree (in Moose Factory), who also belong to two nations (the Anishinabek
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Nation and Nishnawbe Aski Nation respectively). These linguistic, cultural and tribal
groups are, however, part of a larger political and legal entity: they are all legislated by
the Indian Act and largely funded by the Department of Indian Affairs.

Moreover, although some of the people I interviewed also referred to themselves
as Indians, most expressed their preference for other labels. The complexity inherent in
the terminology has led me to use interchangeably the terms accepted by the Assembly of
First Nations (AFN). Similarly to the Royal Commission on Aboriginal Peoples (1996b),
I use the term Indian only where it is used in quotations from other sources, in legislation
or policy (e.g. the Indian Act), and when it is used in statistical data from federal and
provincial agencies.

Other terms used in the following chapters include ‘band,” ‘status Indians’ or
‘registered Indians’ and ‘reserve’, all of which are legal terms from the Indian Act. The
following is a brief glossary of these terms as presented by the Department of Indian
Affairs and Northern Development [DIAND] (2002d):

¢ A band is a group of First Nation people for whom lands have
been set apart and for whom money is held in trust by the Crown.
e A Status or Registered Indian is a person who is listed on the

Indian Register.

e A reserve is land set apart and designated as a reserve for the use

and occupancy of an Indian group or band.
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6. REPRESENTATION

Finally, in writing this dissertation I am aware that I may misrepresent Aboriginal
experiences and views (for a detailed discussion, see Chapter 4). After all, in doing my
fieldwork, I have only begun to glimpse the complex set of relationships and intricate
history of particular First Nations. I have tried, however, to follow the guiding principles
of the Royal Commission on Aboriginal Peoples, and to represent the multiplicity of
viewpoints present within Aboriginal communities by including people from various age,
gender and socio-economic groups. A year after the data was collected I also returned to
share my findings with the communities. I also received some valuable feedback from a
number of individuals (for more details, see Chapter 4). Nevertheless, I take full
responsibility for any misinterpretation or inaccuracies. Finally, the fieldwork in this
dissertation was an exercise in building social capital, which I hope to maintain. I also
hope that the result of this exchange indeed sheds light on how social relations help or

hinder Aboriginal economic development.



CHAPTER 2: SOCIAL CAPITAL — A CRITICAL REVIEW

1. INTRODUCTION

Social scientists are agreed that geographical, cultural and social variables are
important to an understanding of economic life (e.g. Gertler, 1995, 2003; Granovetter,
1985; Leyshon & Thrift, 1997; Light & Karageorgis, 1994; Martin, 1994; Storper, 1997);
location, culture and social dynamics, they argue, can serve as both a boost and a barrier
to individuals’ and groups’ economic opportunities. Literature on cultural and
geographical barriers, in particular, focuses on the exclusion of certain groups from
economic life (e.g. de Haan & Maxwell, 1998; Evans, 1998; Gaventa, 1998). Scholars
who study the benefits of culture, on the other hand, point to the ability of communities,
firms and organizations situated within ethnic enclaves (e.g. Li, 1998; Light & Bonacich,
1988; Light & Karageorgis, 1994) or embedded in geographically-bounded areas (Barnes
& Gertler, 1999; Gertler, 1995; Gertler, 1997; Porter, 1998; Putnam et al., 1993b;
Storper, 1997) to support and promote their members’ economic success.

In the last decade or so, social capital, defined here as the networks and
relationships, which are imbued with values, norms, and attitudes and that facilitate
trust, reciprocity and the collaborative production of tangible resources like services and
money," has taken centre stage in the debate over the significance of the ‘social’ and the
‘cultural’ in the ‘economic’. The result of this debate is a tremendous growth in research
and writing about it. Woolcock (1998: 193-194n20) highlights seven main subject areas

that have been covered in various studies: economic development, families and youth

! This definition is a synthesis of previous conceptualizations made by Bourdieu (1986), Coleman (1988),
Putnam (1993a), Putnam (1995b), Grootaert (1998), Woolcock (1998), Gertler (2000), Schuller, Baron, &
Field, 2000, and Maskell (2000).

13
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behaviour problems, schooling and education, community life in physical and virtual
settings, work and organizations, democracy and governance and general cases of
collective action problems. The theoretical framework of this dissertation has drawn on
the works of many of the writers in these sub-areas. Since the focus of my research,
however, is entrepreneurship in economically developing Aboriginal communities in
Canada, a developed country, studies conducted in both developed and developing
regions which link social capital with community and economic development are of
particular interest.?

The great interest in social capital provokes both celebration and critique of the
concept by scholars and policy makers from various disciplines.’ Proponents of the
concept celebrate the marriage of the ‘social’ (relationships and networks) with the
‘economic’ (resources and money), arguing that the merger of disciplines results in a
better understanding of the practices that foster economic growth and stability for
communities, individuals, governments or financial organizations (e.g. Cooke & Morgan,
1993; Fukuyama, 1996; Grieco, 1995; Grootaert, 1998; Isham et al., forthcoming;

Morgan, 1997; Putnam, 1993). At the same time, researchers agree that one should

% For the purposes of this study I found the following thematic groupings of the literature on social capital
and community and economic development especially useful: 1) Social capital, social networks and
poverty alleviation (see, for example, Adler & Kwok, 1999; Bebbington, 1997; Bebbington & Perreault,
1999; Collier, 1998; Daniere & Takahashi, 2000, 2001; Edwards, 1999; Evans, 1996; Grootaert, Oh, &
Swamy, 1999; Grootaert & van Bastelaer, 2001; Isham, 2000; Isham & K&hkonen, 1999; Isham, Kelly, &
Ramaswamy, forthcoming; Krishna & Shrader, 1999; Narayan, 1999; Rankin, 2002; Uehara, 1990; Wallis,
Crocker, & Schechter, 1998; Woolcock, 1998, 2000; Woolcock & Narayan, 2000; World Bank, 2001;
World Bank Group, 2000¢) 2) Ethnic entrepreneurs and ethnic economies (For summary and examples see
Li, 1998; Light & Bonacich, 1988; Light & Karageorgis, 1994; Portes & Landolt, 2000; Portes &
Sensenbrenner, 1993; Woolcock, 1998: 204n116) 3) Firms and industrial regions (Barnes & Gertler, 1999;
Burt, 1997; Clark, Feldman, & Gertler, 2000; Cohen & Fields, 1999; Cooke & Morgan, 1993; Dicken,
2000; Gertler, 1993, 1995, 1997; Gertler & Wolfe, 2002; Granovetter, 1995; Ibarra, 1997; Maskell, 2000;
Porter, 1998; Putnam et al., 1993b; Storper, 1997)

3 A survey of the academic literature indicates that most of the literature on social capital is published in
development, economic, sociology, and public policy journals and to a lesser extent in geography
publications.
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embrace the conceptual union critically, pointing at the potential costs and risks implicit
in social capital, such as nepotism or exclusion of certain ethnic groups from certain
occupations and industries, or the imposition of excess claims on group members and
restrictions on their individual freedoms (e.g. Adler & Kwok, 1999; Portes, 1998; Portes
& Landolt, 1996, 2000; Portes & Sensenbrenner, 1993; Woolcock, 1998).

This chapter provides a critical review of the social capital literature. First it
delineates common terms used by scholars from various disciplines to describe the
concept. Next, some of the debates arising from the literature are examined, including
factors that influence the creation and maintenance of social capital, the possible
downsides of social capital, the use of the concept by politicians with different agendas,
and issues related to measurement. Throughout the chapter I illustrate how the bond
between the ‘social’ and the ‘economic’ does not represent a new marriage of ideas but is
more of a renewal of vows between old partners.* Finally, I describe some of the critical
questions that remain contentious within the social capital literature and which are

addressed in this study.

* Granovetter (1985), Portes and Sensenbrenner (1993), Putnam (1995a), Woolcock (1998), and Gertler and
Wolfe (2002), are among those who already identified links between current discussions of social capital
and earlier works of sociologists and economists such as Polanyi, Durkheim, Weber and Simmel.






