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Abstract

At the present, Mexico is experiencing a climate of uncertainty and widespread distrust, due to the increase in
the level of crime and low level of confidence derived from opportunistic behavior aimed at obtaining an
individual rather than a collective benefit, affecting business activities in the country. This research analyzes
the determinants of social capital in various theoretical and empirical investigations. The study proposes the
analysis of eight dimensions necessary for the study of organizations. The methods employed are descriptive
and explanatory research based on a research review and analysis of the determinants of social capital from a
macroeconomic and microeconomic perspective. As a result of the review and analysis of the theoretical and
empirical literature, this paper extends the model of determinants of social capital from six to eight to include
trust and associations, from a point of view of interest groups. In addition to the above, it is considered vital to
establish determinants of corporate governance, which promotes transparency and ethics in business, a
fundamental pillar to increase the level of trust. The results of this research provide organizations with
information on the determinants that must take care to increase their social capital and therefore their
performance indicators in organizations. It is recommended that in order to promote substantial change in the
country, the effort must be made jointly with the involving each organization or company, since it is difficult,
if not impossible, for government institutions to do this in isolation. Change must be systemic, with the
objective of increasing the level of social capital and collaborative work in the country to obtain better
indicators of well-being.
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1. Introduction

In recent years, the global economy has experienced an economic crisis that has intensified in the countries of
the world, over-indebtedness, financial and trade imbalances at a global level, impacting significantly on
growth and employment rates. In addition, fraud, power management and social, corporate and governmental
irresponsibility have been experienced, causing an impact on the indicators of well-being in the world.
International organizations such as the World Bank, the International Monetary Fund (IMF), the Organization
for Economic Co-operation and Development (OECD, 2004) and the Global Reporting Initiative (GRI, 2016)
have been lobbying companies to develop better corporate governance practices, ethics and social
responsibility towards sustainable development and impact.

According to various researches (Knack & Keffer, 1997; Martinez et al., 2015; Femina, 2015; Oliveira, 2013),
social capital is the basis for improving the performance of these practices. It is analyzed as an attribute of
countries, communities, organizations, and individuals; since it is based on existing relationships between
actors, where social organizations affect the functioning of economic activity, thus uniting the rational
economic aspect of the individual with social systems (Coleman, 1998). One of the factors that govern
relationships between individuals is the level of trust, which can range from the interpersonal, social, financial
and institutional perspective; in addition to civic cooperation and associations (Gutiérrez and Ruiz, 2014).

Through multiple multidisciplinary investigations, social capital has been analyzed and evaluated in the world
from a theoretical and empirical perspective in the last decades. It has proved to be an effective tool to promote
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development in the countries, as well as an instrument for the reduction of poverty rates, which increases the
indicators of well-being in nations, organizations, and individuals (Mujika, Ayerbe, Ayerbe, Elola and
Navarro, 2010). Accordingly, the World Bank, the OECD and the Economic Commission for Latin America
and the Caribbean (ECLAC, 2005) promote an increase in the level of social capital in the countries in order
to encourage the conditions of equality in income, as well as the reduction of poverty.

The factors or determinants most evaluated from the macroeconomic perspective in the literature of social
capital are: trust, civic cooperation, and associations between individuals (Gutiérrez and Ruiz, 2014; Martinez
Ayala, Aguayo, 2015). From the microeconomic point of view, the structure, relational and cognitive aspects
of organizations have been analyzed (Nahapiel and Ghoshal, 1998).

At present, Mexico is experiencing a climate of uncertainty, insecurity and widespread distrust, due to the
increase in the level of crime that has been unleashed in the main cities of the country, as well as a low level
of confidence derived from opportunistic behaviors aimed at obtaining an individual benefit more than the
collective, affecting welfare indicators in the country.

These facts, like others, have discouraged business and business activities, so that the productive apparatus has
been affected, and therefore the levels of employment and growth. Individuals have been harmed by fraudulent
practices and opportunistic behavior; which has given rise to a low level of confidence that affects their
willingness to work collaboratively, presenting low levels of innovation and economic performance until the
disintegration of their organizations.

For the above, the present research is descriptive, which will show the analysis of the determinants to
incentivize social capital from a microeconomic perspective, so that they are taken into consideration to obtain
better performance indicators; Also, the main theories that address the phenomenon under study will be
presented.

2. Background of the problem

The Global Competitiveness Index generated by the World Economic Forum 2017-2018 (WEF, 2018), who
evaluates, compares and determines a place for each country according to its level of competitiveness (total of
137 countries). It provides for the evaluation of twelve fundamental pillars, which are listed below: a)
institutions b) infrastructure, ¢) macroeconomic environment, d) health and primary education, €) training and
higher education, f) efficiency of good’s market, g) efficiency in the labor market, h) development in the
financial market, i) technological preparation, j) market size, k) sophistication in business, and finally
I) innovation.

The indicators that deserve greater attention are those of “institutions” where Mexico occupies the 123rd place,
showing a significant backwardness in relation to the other countries. Next, we will show the aspects that
present a greater problem, which were evaluated in the category of institutions (See Table 1).

Table 1. Main indicators evaluated in the “institutions” category in Mexico, the Global Competitiveness
Index, Institutions evaluation in México 2017-2018

Institution Place Institution Place

Ethical conduct of firms 117 Efficiency in government spending 121

Reliability of services by police 134 Efficiency in the legal framework of dispute 118
resolution

Business costs for terrorism 87 Efficiency in the legal framework and challenge in 87
regulations

Business costs for crime and violence 131 Favoritism in the decisions of government officials 129

Organized crime 134 Judicial independence 113

Property rights 93 Irregular payments and bribes 105

Source: Own elaboration with data of the Global Competitiveness Index (WEF, 2018)

The items to be addressed are ethical conduct of firms (location 117), business costs for crime and violence in
place 131; organized crime (134), diversion of public funds (127), efficiency in government spending (121),
favoritism in government decisions (129), efficiency in the legal framework for dispute resolution (118),
among others. In addition to the above, the report shows that the main problems for business development are
corruption, crime, and theft, government inefficiency and bureaucracy, access to financing, among others (See
Figure 1).
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Figure 1. The most problematic factors for doing business in México
Source: World Economic Forum (2018)

Due to the prevailing environment in the country, it has been difficult to establish strong collaborative ties,
which affects the organizations, cooperatives, or clusters in the country, since to date it has not been possible
to create the scaffolding necessary to generate strong cooperation in the long term, affecting the expected
benefits for which were also created. The loss of resources due to the large public and private investments that
have been directed to these projects, derived from the poor linkage.

Some of the fundamental aspects that lead to this negative performance are the low level of trust between
individuals and the lack of availability to work in teams through honest, transparent and responsible behavior
towards the achievement of a common objective — social capital. Castaneda (1998) highlights the limited social
capital existing in national companies as one of the main factors affecting their competitiveness. The lack of
social trust in companies makes it difficult to establish long-term relationships among its participants, leading
to a breakdown of the economic system, with a lack of community spirit. Capacity is restricted to certain
economic bonds of trust, limiting development in the economy in general (idem).

The author emphasizes that a company with little social confidence accepts corrupt practices, political and
economic inequality, besides being lacking in innovation; which discourages long-term investment from
deteriorating productivity. Castafieda states that Mexicans do not have the capacity to individually carry out
the profound changes that are indispensable to face the economic and social challenges of the country, while
social capital is relatively scarce (Castafneda, 1998).

Another factor to be considered is the one proposed by the Economic Commission for Latin America and the
Caribbean (ECLAC, 2018), which stresses that one of the main problems in Mexico is the inequality in
household income; since even though poverty figures declined in 2016 from the previous year (45.7% to
44.6%), this is higher than the regional average, which is estimated to be at an average 30%. Inequality is a
major problem in the country, with 45% of the country's wealth being in the 20% of the population, this
situation does not contribute to social cohesion in the country, generating a generalized feeling of distrust in
the population. So far, the literature gap is that no research has been found to analyze the most relevant factors
affecting social capital in organizations and clusters, and it is also necessary to analyze two more dimensions:

A. Trust and associations, with interest groups.
B. And corporate governance.

Once exposed, the objective of the research is established: Analyze the relevant determinants of social capital
in various studies of a theoretical and empirical nature in order to contribute relevant information to the
institutions.

3. Theoretical-conceptual review

At present, large corporations are made up of a large number of shareholders. The theory of the agency arises,
having as protagonists “the agent and the principal”, where the “principal” gives authority to “the agent” in
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order to efficiently manage organizations. Because shareholders have only a small shareholding, it is difficult
for them to obtain complete information about the activities of managers, even though they may be detrimental
to the principal's interests (Berle and Means, 1932; La Porta et al., Jensen and Meckling, 1976; Fama and
Jensen, 1983; Rosas, 2006).

Due to the above, it is known that managers can generate opportunistic behaviors, pursuing their own
objectives (Jensen and Meckling, 1976; Vishny and Shleifer, 1997; Rosas, 2006). Opportunism, as defined by
Williamson (2007), is an effort to make a profit through dishonesty in negotiations. This can be in two ways:
a) strategic concealment of information and b) not having the commitment of responsible behavior by the agent.

In any type of negotiation between two parties, an agent and principal relationship is established (Ayala, 1999),
which is characterized by the existence of a hierarchical relationship, which can be established through a formal
or informal contract. One of the parties has the possession of an active or administrative function of greater
hierarchy, the main one; the other party administers the assets in a delegated way, which is called “agent”. The
fundamental feature in this relationship is the asymmetry of information; the agent has more information about
the daily operation of the organization and the principal only has generic information, and therefore incurs
high costs to monitor the agent's actions (Jensen and Meckling, 1976).

A. The concept of social capital and corporate governance

According to Castafieda, who refers to social capital as the ability of individuals to work and organize together
to achieve a common goal. Trust among the members is obtained through a shared vision, leading to
predictable, honest behaviors through cooperation (Castafieda, 1998). Francis Fukuyama (quoted by
Castafieda, 1998: 26), states that “corporations and large corporations are built on trust”, where it has countless
cultural roots, that is, it develops in a society determined on the basis of how they perceive their different
historical events. On the other hand, the OECD (2007) defines social capital as cohesion networks that share
norms, values, and understandings that facilitate both internal and external cooperation in organizations.

Corporate governance is born as a response to the opportunist behavior of managers, in order to prevent
possible fraud, power management and social irresponsibility for internal and external interest groups in
organizations; corporate governance is the means by which companies are directed and controlled, prevailing
ethical emphasis and social responsibility.

The objective of corporate governance is to maintain the balance of the interests of individuals, corporations,
and society. The governance framework is in the efficient use of resources and the responsibility to manage
them. From the financial point of view, Vishny and Shleifer (1997) determine that this one deals with the ways
to assure the return of investment to the shareholders. The mission of modern corporations is to generate long-
term benefits to increase shareholder value through transparency, fairness, and accountability, aligning the
interests of shareholders with other stakeholders-groups of interest.

Two theories whose vision is contrary to agency theory and which support the philosophy of corporate
governance are mentioned below; the theory of the Stakeholder Capitalism, which is based on the benefits that
could be generated through the establishment of long-term relationships with all the actors involved, and
Stewardship theory which describes the motivations and entrepreneurial behaviors and how they differ from
the motivations opportunists as established by agency theory.

B. Stakeholder Capitalism Theory and Stewardship Theory

The theory of Stakeholder Capitalism is based on the freedom and voluntary action of interest groups. This
stream has as its mission to maximize the corporate wealth that is obtained through the equal treatment of the
partners and the interest groups mentioned.

According to Rotman (1999: 259) stakeholders “constitute all parties that are affected favorably or unfavorably
by the operations of the company that carry risk and therefore gain or lose by the results of corporate activities”.
Some stakeholders are tied to corporations through explicit contracts like investors in capital markets or
employees, while others through implicit contracts like clients. Freeman and Phillips (2002: 45) establishes
the theory of Stakeholder Capitalism ... business is human institutions, where the creation of value is centered
through cooperation among interest groups, who seek the balance of external forces for the understanding of
business expectations and is based on the quest to do it in the best way”.

In this approach, managers consider that the collective behaviors of individuals for the benefit of the
organization will generate higher returns than those opportunists and individualists, which are considered
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appropriate mechanisms or structures of government that give authority and power to them (Donaldscon,
Martinez, 2004).

The Stewardship theory is a completely opposite model to that established by the theory of agency. The model
holds that the interests of managers are aligned with the interests of the principal, in contrast to the
individualistic motivations that support the theory of the agency. According to this theory, managers seek the
balance between the interests of shareholders and stakeholders, so they will try to make decisions for the
benefit of all.

Davis, Schoorman, and Donaldson (1997) determine the behavioral characteristics of the steward, delimited
by a proactive behavior identified with the organization, which allows him to define himself avoiding barriers
that prevent him from completing his tasks, in addition to maintaining collectivist management. Due to the
high need for growth and achievement, psychological motivations, the administrator appreciates the value of
collaboration using his initiative to promote success through high participation and direct communication with
subordinates, establishing with them links of trust. This one has a positive attitude towards the harmony of the
groups avoiding conflict or confrontation.

The roots of this theory are found in Mc Gregor's (1994) “Y” theory and in Maslow's work (1970; Davis et al.,
1997), in which man is characterized by the need for growth and achievement beyond its present state and is
motivated by three psychological states: 1) experience gives meaning to work; 2) internal motivation; 3) the
relationship between tasks and job characteristics. Stewardship theory states that motivated work results in
high levels of performance and satisfaction, and it is important to note that control can be counterproductive
because it limits its proactive behavior.

The authors make a comparison between the aforementioned assumptions and the assumptions of agency
theory, with the aim of determining a framework of choice among individuals. On the other hand, the aspects
that influence the organizations are the historical, political, cultural and economic factors that govern a society;
as well as the levels of education, training, and domestic competence of the institutions that complement it
(O'Shaughnessy, 1997).

Once the agent's and the principal's point of view are analyzed, one of the central aspects of the theory is the
possible opportunism in the transactions carried out by the organizations and on the other hand those posed by
the theory of Stakeholder Capitalism and the theory of Stewardship, where managers are oriented to
achievement through internal motivation, are proactive and believe in a collectivist management, which shows
a comparison between both in Table 2.

Table 2. Comparison of Agency Theory and Stewardship Theory

Agency Theory Stewardship Theory
Model of man Economic man Self-fulfillment individual
Behavior Individual service Collective service
Psychological Mechanisms Low/economic need High/need (growth, achievement, self-
Motivations Extrinsic realization).
Intrinsic
Social Comparison Other managers Principal

Identification

Low commitment value
Institutional (legitimate, coercive, reward)

High commitment value
Staff (expert, referent).

Power
Situational Mechanisms Control-oriented Concern for involvement
Management Philosophy Control mechanisms Trust
Risk orientation Short term Long term

Framework in time
Goal

Cost control

Enhance your performance

Cultural differences

Individualism
High power distance

Collectivism
Low distance power

Source: Davis et.al. (1997: 128)

4. Review of the theoretical and empirical literature

In a number of researches, it has been empirically demonstrated that there is a direct relationship between the
level of social capital (trust) and economic performance indicators such as GDP per capita in the countries
(Knack and Keffer, 1997). In addition, it has been demonstrated that benefits are obtained in cooperatives and
communities applying the previously defined norms, networks and incentives, improving their performance in
them (Martinez et al., 2015).
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A. Analysis of the determinants of social capital: macroeconomic vision

According to research by Martinez, et al. (2015), who evaluated the importance of social capital and trust in
Mexico, through the analysis of the data provided by the Survey of Urban Social Capital (ENCAS), carried
out by the Ministry of Social Development (SEDESOL) to the United Nations Development Program in
Mexico (UNDP) in 2006 to 2,100 households in the country; who took the analysis of two variables, level of
confidence perceived by individuals as well as credibility to the following instances: family, friends, neighbors,
compadres, bosses, co-workers, teachers, businessmen, police, judges and government. The results of his
research on the question of whether it is possible to trust people show that about 70% of the respondents say
they have no confidence; already with the indicator constructed by them is reduced to 45%, giving a more
encouraging picture.

When analyzing the results of their econometric models (Probit ordered, using a maximum likelihood method),
they show that older individuals living in the central region of the country have more confidence. Likewise,
the determinants evaluated that have a positive impact on social capital are: Belonging to the northern region,
some indigenous group, have a higher level of schooling and inhabit the northern region of the country.
Indicators that negatively affect social capital are: female gender, south-southeast of the country, higher
income and lack of social security.

The authors emphasize that trust is an intangible asset, which comes from the individual and will depend on
the expected benefits of trusting others, trust decreases transaction costs, and organizations work better.

According to the statistical analysis developed by De La Torre et al. (2011), with data provided by the Urban
Social Capital Survey (ENCAS), carried out by the Secretariat for Social Development (SEDESOL) in
conjunction with the United Nations Development Program in Mexico (UNDP) in 2011, (5,400 interviews
were carried out), where the results show that about 50.8% of the urban population determines that “the
shoulders should be taken care of” and in rural areas 40.1%. Likewise, 61.1% determine that there is less
willingness to help, while in urban areas the percentage was 71%. The reasons that determined not to do it are
the economic situation, lack of communication and conflicts of religion (See Table 3).

Table 3. Determinants of social capital: macroeconomic vision
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Martinez et | They evaluated the importance of social capital and | 2006 +)

al. (2015) trust in Mexico through the analysis of data from the
Urban Social Capital Survey (ENCAS) conducted
by the Social Development Secretariat (ISEDESOL)
jointly with the United Nations Development
Program in Mexico

(UNDP) in 2006 to 2100 households in the country.
De la Torre, | According to the statistical analysis developed with | 2011 (+)
R. & Lopez- | data from the urban social capital survey (ENCAS)
Rodriguez, developed by the Ministry of Social Development
P. (2011) (SEDESOL) in conjunction with the United Nations
Development Program of Mexico (UNDP) in 2011,
5400 surveys were conducted.

Source: Own elaboration

B. Analysis of the determinants of social capital: microeconomic vision

Femina (2015) conducts research on social capital in organizations in both developing and developed countries,
showing how social capital affects job satisfaction, as well as having a positive relationship in the performance
of the workplace in the Kingdom United. In his research he used the European Survey on working conditions
in the year 2010 (WERS pos); contrasting it with hospitals in Indonesia (developing country), through
obtaining primary sources of research in Indonesia. The methodology used of structural equations of multilevel
models. The results show a positive relationship in the United Kingdom, showing that a higher level of social
capital, greater job satisfaction, and better financial performance; while in Indonesia it showed that higher
social capital generates lower costs for hospital beds, while job satisfaction is not associated with performance
variables as was thought.
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According to research by Oliveira (2013), who analyzes the influence of social capital and performance on the
horizontal networks in the Rio Grande do Sul in Brazil (2010). Through a survey of 218 people from businesses
belonging to 34 networks, it confirms that inter-organizational networks contribute to improving the
performance of entrepreneurs by promoting the establishment of strong social capital bonds with positive
results in the performance of organizations.

The author evaluates from the perspective of Nahapiet and Ghosal, (1998), which establish three dimensions:
a) structure; b) relational (based on trust); and ¢) cognitive (share the meaning). The variables of performance
evaluated were finance, clients, learning and innovation, and internal process. The findings of the study address
that network managers can create mechanisms to foster social capital development and promoting cooperative
ties to improve business performance in addition to the diversity of relationships and quality of the same have
a positive influence on the results.

In relation to the research developed by Jiménez, Ponce, and Gutiérrez (2016), they developed an empirical
model in order to show the social-entrepreneurial performance of social capital in 52 related companies in the
metalworking industry in the municipality of Ciudad Judrez Chihuahua; this is measured by trust and
reciprocity, and socio-business performance. The results show reduced levels in reciprocity. The method used
is a multiple regression model (multivariate regression), where significant positive results were obtained in the
relation between social capital and socio-business performance.

It is important to highlight that they developed a socio-business development index through 5 composite factors
or sub-indices, which include productivity, technical and innovative skills of employees, social relations in the
company, working conditions and human capital.

Research by Matessich, Murray, Monsey, and Wilder Research Center (2001), details twenty factors that must
exist in the groups so that their collaboration is successful, and is considered relevant, which is the result of a
literature review of 281 collaborative studies. It will be detailed below (see Table 4 below). After analyzing
the information presented, it is concluded that have not been found an investigation that evaluates the eight
dimensions for the analysis of social capital. So, it is proposed to take into consideration the eight dimensions
proposed for analysis in organizations or clusters in the country, with the aim of strengthening and generating
better indicators of sustainable management (see Table 4).

Table 4. Determinants of social capital: microeconomic vision

Macro-economic

study Year

Sample

1.Environment
4. Communicati

on
8.Corporative
government

2. Member
Characteristics
3.Process
Structure
5.Purpose
6.Resources
7.Trust
Associationism

Devi Femina (2015) 2010

workplace social

European Survey on Working
Conditions 2010 and the 2011

~
+
~
~~
+
~
~~
+
~
~~
+
~
—~
+
~

capital,job satisfaction
and workplace
performance in
developed and
developing countries

Workplace Employment Relations
Study (WETS) in the United
Kingdom and obtaining
information from primary sources
to hospitals in Indonesia

2011

Jimenez R. Ponce R. y
Gutiérerz Casas
(2016)

Business performance
through social capital
and other
determinants.
PRETIUM Journal of
Economics, Finance
and Business 6(1), 1-7
retrieved from
Academiajournals.co
m

Empirical model in order to
demonstrate the socio-business
performance of social capital in 52
companies related to the industrial
metal industry, social capital
established by  trust and
reciprocity, and socio-business
performance, showing results in
reciprocity  (2016) in  the
municipality of Cd. Juarez. The
method is a multiple regression
model (multivariate regression)
positive  results  since  the
relationship between social capital
and socio-business performance
was significant.

2016

(+)

™)

™)

*)

Mattesich et al. (2016)

Descriptive analysis of factors

2000

Have not
been
proved
all  the
factors

Source: Own elaboration
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The twenty factors proposed by Mattesich et al. (2001) are grouped into 7 dimensions: 1) environment; 2)
characteristics of the members, 3) factors related to the process and the structure; 4) factors related to
communication; 5) factors related to purpose; 6) resources and 7) trust and associations.

5. Research methodology

For the development of the present descriptive and explanatory research on the analysis of the determinants of
social capital from a macroeconomic and microeconomic perspective, several theoretical and empirical
investigations of determinants such as trust, reciprocity, and civic (macroeconomic) attitude were analyzed,
and structure, relational aspect and (microeconomic) confidence, which show to be significant and consistent,
so that we can assert that these determinants evaluate the phenomenon under study.

6. Analysis of results

Once analyzed the determinants of social capital, the present proposal is made in order that social capital is
analyzed from eight dimensions in organizations; taking into consideration the elements proposed by
Matessich et al (2001), who establish six dimensions: environment, characteristics of the members; process
and structure, communication, purpose and resources, plus two more dimensions: trust and associations, from
a point of view of interest groups. In addition to the above, it is considered vital to establish determinants of
corporate governance, which promotes transparency and ethics in business, a fundamental pillar to increase
the level of trust (see Table 5).

Table 5. Proposed determinants for the analysis of social capital in organizations

Dimensions
A) History of collaboration
1. Environment B) Favorable political and social climate
C) Mutual respect, understanding
2. Characteristics of members D) Members see collaboration as something of their interest.

E) Ability to commit

F) Multiple layers of participation

G) Development of clear roles and policy guidelines
H) Adaptability

1) Rhythm and development of suitable objectives
J) Open and efficient communication

3. Factors related to process and structure

4. Factors related to communication K) Formal and informal relations
L) Objectives and achievable goals
5. Factors related to purpose M) Shared vision

N) Sufficient funds, personnel, materials and time
0) Skillful address

6. Resources

7. Confidence and association P) Confidence and associations
Q) Ethics
8. Corporate governance R) Transparency

Source: Own elaboration, with data provided by Mattesich, et. al. (2001) and various theories of corporate governance. Conceptual
model.

7. Conclusions and recommendations

Throughout the present investigation, it is analyzed several theories representative of the object of study, social
capital and the need to establish corporate governance in the institutions in the country. It has been shown the
analysis of the determinants of social capital from a macro and microeconomic perspective, from an economic,
rational, social and human vision in organizations. According to the analysis developed by international
institutions such as ECLAC (2018) and the World Economic Forum (2018), which show no encouraging
indicators of the situation in Mexico, inequality, crime, theft, and corruption prevail, among other variables
that do not contribute to maintaining social cohesion and peace in the country; with repercussions on welfare
and growth indicators.

The current situation is delicate, so the current research is developed in order to provide organizations with
information on the determinants that must take care to increase their social capital and therefore their
performance indicators in organizations. It is considered that in order for there to be a substantial change in
the country, the effort must be made jointly, that is, in each organization or company, since it is difficult, if not
impossible, for government institutions to do this in isolation, change must be systemic, with the objective of
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increasing the level of social capital and collaborative work in the country to obtain better indicators of well-
being.
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