CONCEPTS OF THE TERRITORIAL CAPITAL
A TERULETI T OKE KONCEPCIOI

Absztrakt

A terlleti tke koncepcioja kdzel egy évtizede jelent meg a modegionalis tudomany
terminoldgiai rendszerében. A terlletké kategoriajanak bevezetése azért fontos, mert a
kordbbi mérések a materidlis javakat, a kozgazdagagkonnyen mérhét valtozokat
vizsgaltak. A teriletidke tényesit tobb modell is probalta mar rendszerbe foglaipizalni,
bizonyos logika alapjan strukturdlni. Ebben a tamryban ezeket a definiciés modelleket
mutatjuk be.

Abstract

The conception of the territorial capital appeaaddut ten years ago in the terminological
system of the modern regional science. The introolicof the category of the territorial
capital is important because earlier measuremeus bnly examined the tangible assets and
the variables that can be easily measured econthmiSaveral models have already tried to
include in taxonomy, to type and to structure thetdrs of the territorial capital. In this study
we introduce these defining models.

Kulcsszavak: Terlleti tke. Intangibilis javak. Versenyképesség. Teruleikejavak
klasszifikacioja.
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INRODUCTION

The conception of the territorial capital appeasethe years ago in the terminological system
of the modern regional science. The introductiothef new terminology is justified because
basic vertical and horizontal changes have occurrdlte regional processes as a result of the
expansion of globalization. In the area globalmatihas changed the economic, social,
cultural and geographical elements and the quamntitglity and the distribution of the capital
goods connecting to them. The new category, theegion of the territorial capital can be
used to measure and analyze the changed terrisbniadtures and the tangible and intangible
capital assets that can be found there. The concept the territorial capital examines those
material and intangible assets which determineldbal competitiveness. In this study we
introduce the terminology, the classification ahd tmodels and the results of the defining
experiment of the territorial capital. In the fidtapter we examine the functions, innovation
possibilities, major characters and the charactdatsomethodical process of the territorial
capital. After this we present the defining mod#ishe OECD, Camagni and Toth territorial
capital.



MATTERS AND METHODS
The meaning of the territorial capital

The economic growthof a territory is determined by a factor depicbsdseveral economic,
sociological, anthropological and social psychatagyiterminologies. To analyse them more
and differently, the conception of the territorzdpital is an adequate possibility. This is
relatively a new category in the regional sciendaictv examines the economic, social,
geographic and cultural factors of the region,sitable to — almost without exception —
conceptualize and operationalize the tangible atahgible assets that can be found in the
region. The territorial capital is a complex measyitool which can be used to examine and
measure the tangible and intangible capital factdrshe space structure. The intangible
capital assets have been thought to be immeasubaltlehe territorial capital paradigm
convert them to be operationalizable this way #rgitorial relation systems van be learnt
more accurately by the regional empiric researchhesonsiders the tangible and intangible
capital assets together and common.

The introduction of the category of the territoralpital is important because earlier
measurements have only examined the tangible assdtshe variables that can be easily
measured economically. However the value of theaugeterritory or region is influenced not
only by the tangible but also by the intangibleitdp* The regional GDP cannot be the
only measurement of the differences because the &DRe regions can approach to each
other while the difference between the situatiothef people and societies is increasing. The
Barce report, which was made by Fabrizio BarcaG02April, claims that the development
and efficiency are supported the most if we use atiize in the furthest extent the
endowment, possibilities, potential and territodapital of every region. With the territorial
capital based approaching we can point out thatatheantages and disadvantages of the
regions measured in regional GDP are not exactimash as they are shown by the regional
GDP”. (T6th 2010: 79) Bordieau has also reasonethisy “We can judge the structure and
operation of the social world correctly if we intiiace the concept of the capital not only in
the form known from economics but we introducenitall forms of appearance.” (Bourdieu
2004: 123) As a matter of fact the economic devalemt does not always contribute to the
reach of welfare because the redistribution chanaedt the resource allocating mechanisms
are dysfunctional on the given territory (Barca 200 he territorial capital is able to execute
the analysis and operationalization of the spatmalogen growing processes and to work out
further programs for development with its compledicator system. The improvement of the
economic indicators is only one from the regiormawgng criteria, because the improvement
direction of the spatial processes cannot be egpdem an adequate way by the GDP.

The territorial capital analyzes the whole of thedible and intangible capital types
can be found in the territory, it voluntaries tabze the local resources. It shows how much
and what kind of tangible and intangible assetehaen accumulated, how these have been
divided how large is the unutilized capital capacitapital shortage. The tangible and
intangible asset factors cannot be divided in apiemway, these overlap each other in a
diffuse way. The differentiation was important besa the theoretical analysis is more
accurate and deeper.

The territorial capital is a complex concept whishable to examine the deeper
relationship system of the economic structureait determine the ability to attract of a space
structure (ESPON 2011: 80-81). It maps the tangabl@ intangible capital elements that are
located like points or clusters whose determiniegnsents are the local community, the space

! Lengyel's (2012) study gives a plastic analysisutlihe difference in meaning between the econgmiwth,
improvement and development.



economic conditions and processes, the geograptaictirs, the territorial milieu, identity
and culture (Rechnitzer 2010: 2). The territoriapital presents the major character of a
territory in a different way.

The territorial capital is a category concerning thrritorial functions and relations
(llés 2009: 217), it is holistic, it has integrdt@erspective, and it is able to explain the
territorial processes in its dynamics (Toth 20141)1

The territorial capital conception and normativespective that build on each other,
can be differentiated well. The descriptive persipecas its name refers, collects the tangible
and intangible capital elements from the spacectira in a descriptive way and presents
them in a taxative way. It is continued by the natire aspect as it works out problem
solving models and alternatives to treat the disoed dysfunctions, reduces the spatial
differentiation, it determines the background ctiods of the territory development
conceptions and it point out directions for intertren. The definition and measurement of
the territorial capital is not for their own sakie,contributes to the determination of the
development level of the given territory and cdmites to its own development. The
recognition of it has made the application of thgitorial capital concept necessary in the
regional science.

The novelty of the territorial capital is that kamines the intangible assets as well
and it forms them to be sociologically and econaiyc quantifiable, this way
operationalizable. The intangible capital composewtin be measured no matter that they are
characterized as intangible. The intangible — af/éma limited form — becomes measurable.
“The territorial capital cannot be fitted into ax@ntinuance of the material and immaterial
capital types, but the intangible and physical congmts have to be totalized in the territorial
capital” (Téth 2010: 78)

To make the conditions of the exposure and reptamiuof the immaterial capital
components are becoming more and more importarsusecthe availability of the material
commodities are limited. Presumably the intang#dssets are going to gradually displace and
finally replace the material commodities. (Toth Q0717-78).

Marshall, one of the founders of the Cambridge sthealled the attention for the
first time for the significance of the territoriaspect of the intangible resources and nowadays
one of the studies from the World Bank has stadezgmphasize the significant effect of these
capital elements on the region. Marshall did ndt tbte&m intangible commodities but being
“in the air” commodities, and these constitute tharacter of the economic “environment”.
He listed among its determinants the institutiametivork, the formal and informal rules, the
local researchers of a given territory, the norrhshe politicians and producers and their
ability to validate their interest and the custopractices used in the local economy.

The material and intangible capital components douthe region can be connected
to the individual, community and the space strieciarthe same way. The mobility of most
part of the immaterial capital assets is not asda®f the material capital because, we have to
recognize, the intangible assets are connecteelglds the individuals or the community,
this way they are determined socially. Smaller pathe intangible assets is connected to the
geographical space and these regularly cannot wedndhe commodities connected to the
individuals are influenced by the factors of them@stic and international migration.
Sociology, one of the disciplines of the regionaiesce, plays a central function in its
analysis.

A smaller set of the immaterial assets belongs he $pace structure, are
geographically determined, and they are the sp@edf,iby itself it represents immaterial
value. The geographical situation and region ismolile that is why if an unmoveable space
represents some kind of intangible value, it regmés localizational advantage, stable and
calculable value in the territory. Let us recogriize unsteadiness of the economic processes



have different effects on the intangible resourtles,change in the economic structure can
directly and faster be measured on the changeeoimtiterial capital components, the affects
of the crisis cannot be felt or they can be felcmlater on the intangible capital assets.

On the basis of these it is clear that the regi@@nomic processes are not only
influenced by the economic externalities but by esal social, cultural, religious and
psychological factors. This relation system of seuaffects in the other direction as well: the
religious, the cultural and the social structure significantly determined by the structure of
the space economy. They mutually affect each @hdmeanwhile they form themselves and
each othéer The improvement and openness of the regionahseiés proved by the fact that
through its territory capital conception it adapt® methods and research results of the
partner sciences this way it is able to analyzectliand improve the territorial processes in a
wider perspective.

The results originated from the territorial capif@radigm can be used in the
territory development, creating territorial polisi@and in planning the market investments.
The application of the territorial capital is notamton and can not only be used on a
theoretical base but it has advantages in theipeaas well. It also fits to the interest of the
business because it shows on which territorieshitpeer territorial capital has accumulated,
where the rate of investment is shorter, and itwshon which territories the territorial
potentials can be utilized. The territorial capitgives an adequate conceptual and
methodological base to measure the needs of thkeinbased investments. In that case its
task is to map the tangible and intangible capitaslets of the territory with the use of which
those kinds of products can be produced that steveneeds of the solvent demand. ,This
teoretical capital generates a higher return fotage kinds of investments than for others,
since they are better suited to the area and gsastets and potential more effectively.
(OECD 2001: 15-16)

The aim of the territorial capital is to make théangible and material capital assets
measureable by its individual methodological precasd to determine the extent, the quality
of the territorial capital and the distribution tfe capital types. After this it creates a
conception how the local society can utilize tlegidowment. As a result of this the territorial
cohesion and the integration of the community imprdhe space economy trend develop and
the conditions connecting to the initiation of tlkempetitiveness and welfare become
available. The territorial capital is such a togétem in the territorial planning, in the city-
and territory development, which gives help to timal and adequate utilization and
strengthening of the capacities found in the certagion. “The country of the supply
oriented territorial capital excellently summarizesd categorizes all the factors that can be
important at the examination of the endogen devety and at the working out of the
development ideas organizing from the bottom. Th@untry admits that territorial
competition exists, the development is not automatnd that is why the local community
also has to be active to reach development andtk aut a kind of “competition strategy” to
strengthen the territorial capital”.(Lengyel 20183)

With the help of the territorial capital paradigonch scenarios can be created which
affects in the direction of the welfare on the oagil level (Kai 2011: 57). The territorial
capital also reflects on the possibilities and ieesrof the developing directions, the territory
capital and the territorial cohesion connect clpseh the behalf of the improvement of
competitiveness of the region (Agh 2011: 42-43u8aP006: 669). It is able to give a hand in
a new way to join the underdeveloped regions becausonsiders those tangible and

2 The work of Schleifer-Glaeser (2003) is outstagdionomically; it examines the economic effedtheflegal
practice of the courts. But | have to mentiofésiegi Botond (2010), who researches the relatipnsetween
the human behaviour and the economic decision mmésrng, or Kuran's (2004) works, who analyzed the
relationship between the Islamic and the economaevth.



intangible resources of the region that did nobry partly appeared in the regional planning
As a result of this only the elaboration of locakource allocating mechanisms and the
characteristic individual conceptions concerning tégion can result in adequate tool system
and developing methods (OECD 2001: 16); only pactsss can be reached with the global
planning that does not take the differences of tdretorial potentials and the territorial
differences into account.

In the category of the territorial capital the pgli of subsidiarity appears
significantly which means from the point of view tife development that the advantage
originating from the expansion of the local spez&lons, the agglomeration and
urbanization advantages, and from the economiexale; it has to be stored, formed to be
reproductive and sustainable.

The territorial capital, because of its charactess prefers bottom-up initiations, the
decentralized, local intervention, the multi-legglverning and the supply-oriented territory
development. The multi-level governing, the dembcyalecentralized political-community
control and the policy of subsidiary are closelynhmected to the country of the territorial
capital (Agh 2007). In the territorial capital pdigm the interventional directions connect
with the multi-level governing in other word withe preservation of the political autonomy
of the territory, and the strengthening of the deratic, deconcentrated and decentralized
institution system. It can be partly adjusted te tbp-down governed development and the
subnational level developments coming into life otlgh state level redistribution
mechanisms. (EU Terlleti Agendaja: 10)

The territorial capital is based on complex, plaaproach that is why its methodical
system is also complex. It follows Max Weber's ndiihensional methodical process; it
prefers the techniques connecting to multi variatvlethods. In the regional economic
processes everything is connected to everythirg,iriterdependency between the systems
and subsystems has already been proved without doedretically and in an empiric way.
We cannot put aside the social, political and calteffects when we examine the regional
economic processes, this is the only way how wegedrcomplex result. (Csaba 2008) The
effect mechanisms of the intangible capital elemaffiect in a significant way that appear in
the concept of the territorial capital, moreoveeyttcan be measured with the help of this
concept.

The territorial capital includes several capitaimgmnents which split in a system-
like way and they fit together. It has not had aures generally accepted definition yet, we
can meet only attempts for the definition. It isdaaeven more complicated by the fact that
the different defining models accept separate ahplements. Of course there are overlaps,
analogies among the models but we can often fifidrdnces as well.

Every region has different territorial capital atiee deviation between the capital
types can be different occasionally. We have togitgntion to the results of the deviation as
well because if we average the value of the terat@lements when we generate the index,
the evolvement of the information loss can occur.

Most elements of the territorial capital can be reixeed in an empiric way by
quantitative processes.

THE INTRODUCTION OF THE TERRITORIAL CAPITAL MODELS

Several models have already tried to include itaxy, to type and to structure the factors
of the territorial capital. In this chapter we oduce these defining models.

At the definition of the capital assets we exclepvintroduce those definitions
which we apply in the modern regional science dmely tappear in connection with the
territorial capital concept. For example at theed®ination of the range of meaning only that



definition is accepted that is accepted in the aiegii science, we do not consider those
originating from the structural, functional etc apgches. It is important to note that “the
categories and contents of the new capital haveéeen defined yet” (T6th 2010: 67)

The definition model of OECD

The territorial capital concept was first definetlapplied in the report of the OECD (2001)
titled Territorial Outlook. Though it was an immegudefinition, it can also be used well
nowadays it is proven to be abiding. It has givaohsa complex meaning to this concept
system whose concept elements are built on eadr atid we can experience overlaps in
meaning.

The OECD (2001) differentiates three kinds of capiypes in its territorial capital
taxonomy: tangible factors, untraded interdepenegmmnd intangible factors. From the chart
we can see that the geographical and economicréabilong to the tangible factors, the
untraded interdependencies includes the unwritgdition and milieu while we can list to the
intangible assets the written laws and the insbitutsystem thought to be legal
interregionally. According to OECD: “These factargy include the area’s geographical
location, size, factor of production endowmenteite, traditions, natural resources, quality
of life or the agglomeration economies providedtbyities, but may also include its business
incubators and industrial districts or other bussh@etworks that reduce transaction costs.
Other factors may be “untraded interdependenciesh sas understandings, customs and
informal rules that enable economic actors to wodether under conditions of uncertainty,
or the solidarity, mutual assistance and co-optihgdeas that often develop in clusters of
small and medium-sized enterprises working in thees sector (social capital). Lastly,
according to Marshall, there is an intangible factsomething in the air”, called the
“environment” and which is the outcome of a combora of institutions, rules, practices,
producers, researchers and policy-makers, that naakertain creativity and innovation
possible.” OECD 2001: 15.

It is clear from the above mentioned that the OEflfizrentiates three segments of
the concept of the territorial capital the tangiliéetors, untraded interdependences and
intangible factors. These three categories canaaidparated from each other, they can be
separated only on a theoretical level, and in tyedtiey mutually determine each other. The
sum and combination of these three parts (besidentitural and territorial factors, the
material and intangible capital associated to themivers of the local society and the
economic characters of the regions) give the vallghe territorial capital. The OECD
throughout emphasizes the social and cultural qhcgtl) background conditions of the
endogen development in its territorial capital apic (OECD 2001: 15-16) These contribute
mutually to the development of the competitiverass the general regional development.



TABLE 1. Sources of territorial capital of the OECD

Tangible factors Untraded Intangible factors
interdependencies

geographical location, size, | understandings, customs andhe outcome of a

factor of production informal rules that enable | combination of institutions,
endowment, climate, economic actors to work rules, practices, producers,
traditions, natural resources|, together under conditions of researchers and policy-
quality of life or the uncertainty, or the solidarity} makers, that make a certain

agglomeration economies | mutual assistance and co- | creativity and innovation
provided by its cities, but opting of ideas that often possible.

may also include its businessdevelop in clusters of small
incubators and industrial and medium-sized

districts or other business | enterprises working in the
networks that reduce same sector (social capital)
transaction costs

Source: Own edition based on OECD 2001: 15-27.

The evolvement of the clusters had a significantfion in the accumulation of the
material goods (OECD 2001: 18), because the taaitadvantages were strengthened with
this and it determines the social processes aswidllits multiplicator function. It points out
that it is necessary to develop the capital elemeahnecting to the satisfaction of the needs
of the solvent demand. If it is not available, itlvibe necessary to develop new capital
elements to this. In other words the territorighital shows the resources of the tangible and
intangible competitive advantages and disadvantajge region.

Toth Balazs Istvan’s definition model

Téth differentiates the tangible and intangiblersegts of the territorial capital. According to
him the tangible capital assets include the produzapital, the financial capital, and the
investment capital. The operationalization of theae be made easily by the gross domestic
product. According to Toéth the following can betdid to the conceptual elements of the
intangible assets:
Intellectual capital

The Swedish research center, the Skandia (199%nkeguse this capital type again
in one of its reports, which meant the renaissaridéis category in the sciences of society.
The measuring method of the intellectual capitak veaplained by the Swedish Ricarda
project.
Human capital
According to the document of the OECD connectinghte territorial capital the human
capital has to be defined as all the abilitiesllskknowledge and competency which make
the individual capable of establishing and incregshis welfare. According to a later
document the human capital “means the treasury bdfties that was maintained and
developed with the help of educational trainingoactice and it also means such knowledge
which expands the labour force supply.” (OECD 20B3) In other words such intangible
assets can be listed here that can be obtaindx ifotmal and informal socializing processes
and its results appear in the structure of the ualforce market. According to Bourdieu
(2004: 123-125) to measure the profit ratio and fiseal and economic return of the
educational investment is the task of the humaitalap




Psychic capital

Markman’s (2007) study analyzes the functions oé& tphsychic capital. During the
acquirement of the human capital not only lexicabwledge can be obtained but can be
acquire such attitude, behaviour and emotion whichke the individual capable of
accumulating higher incomes (learning written anevutten norms, knowledge of protocol
etc.)

Creativity capital

The creativity capital connects to the human angtlgs capital in an organic way. While
learning the individual accumulates knowledge, \nlgtves creative and innovative ideas and
this is essential in the case of regional econoawelbpment.

Knowledge capital

Stehr (2002) introduced this terminology in thetegs of the regional economics. This capital
element fits to the above mentioned ones to thenéxhat it is necessary in the case of
knowledge based economy in the work needing highatification. In the underdeveloped
economies it is less needed.

Organizational capital

The organizational and the relational capital dse aalled structural capital. (Skandia 1995,
Sveiby 1997). The category of the organizationgbiteh appeared for the first time in
Tomer’s (1987) study which can be interpersonal ant connected to individual (inter
organizational). Its tangible and intangible comgats can be highlighted “for example the
basic and applied research, the results of thelo@vent, the value of the equipments
developed by themselves, the valuable, introducemhdo name — and infrastructural
equipments — moreover the philosophy of managenteatulture of the organization, formal
and informal communication systems, relations, oetw of investors, financial institutions
and others.” (T6th 2010: 69) The organizationalitehgan be accumulated and reproduced
by organization development, whose preconditicio isave human capital. The accumulation
of the organizational capital depends on the hucagital.

Relation capital

According to the Skandia group the relation camgbears both in the individual and in the
collective interdependency. In the territorial d¢apiconcept both relation system play
important roles. Some say that the interpersonaitalaassets cannot be listed here, only the
relations independent from the individuals (clusteretworks, R&D, institutional system,
etc.). (Toth 2010: 69-70) “According to the defioit of Capello and Faggiani (2005) and
Camagni (2008) we consider the cooperation asioalatapital between the economic
characters even the knowledge transfer and thegehaihexperience not only on the level of
companies but also on the level of countries amgbnes, cities.” (Toth 2010: 70) Relation
capital can be obtained only from the actually ke relation structure.

Cultural capital

The meaning of the category of the cultural capgatonnected to the work of Bourdieu
(2004) in the regional science. The reason why ¢htegory is more and more important is
that knowledge, in a wider extent the culture, asirgangible capital element, can be
converted into economic capital. We can highligimeé types of the cultural capital: the
cultural capital being in the (1) incorporated forif2) objective form and in the (3)
institutionalized form. We can list among the inmonated assets the emotions, attitudes,
behaviour, mentality and habit that we acquire atiné by learning through formal and
informal socializing mechanisms. During the reprithn strategies the acquirement of the
non-lexical knowledge and skills happen in thiddfieOnly the affected individual can be
responsible, other individual cannot be involvetbiit. The competencies acquired this way
become the property of the individual with the hefpwhich he can transform his available
resources into other capitals. It is typical thlaé tmore incorporated cultural capital is




available the higher extent it can be transformetb iother capital. To measure the
incorporated assets the time is used that is netedadquire the assets, which can be several
years, even decades.

The convert of the objected cultural capital iseaand faster than the previous one.
The process of the accumulation of this is foregbgethe existence of the incorporated
capital and it depends on the other. It is easyn@asure; this capital type is usually
manifested in the possession of books, lexiconsjtipgs, works of art, valuable artistic
works. We have to take into account that througdteritance or disposition inter vivos only
the devolution of ownership occurs, the transmissibthe knowledge and competency does
not occur in every case.

The cultural capital element has a major role ia #volution of the territorial
processes and in the regional growth; the cultwagbital significantly determines the
economic expectations of a territory. (Radvanszéip-2011) The society of the territory has
accumulated a kind of special tacit knowledge sirttradition, local history and relation
system that has become the organic part of thiéoiéal capital.

The institutionalized cultural capital element Igextified in academic compellation
and symbols. Science is unequivocally creating Itexand hierarchy and in the life of
university it means the recognition of competencikéscan be measured in the tertiary
institutions and the research institutes of théademregion by the number of people having
academic grade. It is worth considering those avnadgrades which assumes about the
instructor that he will pass over marketable knalgkein the region. (Polonyi-Timar 2001).
Social capital
In the regional science the social capital meargabkantegration which is one of the
conditions of the economic development. Accordm@ourdieu (2004) the social integration
measures the success of the individual’s integradind the individual's belongingness to the
society; the belongingness to the group in itse#ikes profit. “The social capital is the
aggregate of the actual and potential resourceshaliglong to the ownership of the constant
network of the institutionalized relation basedratual acquaintance and recognition or in
other words they are such resources that are basethe belongingness to a group.”
(Bourdieu 2004: 130) The social capital embracdyg trose social relation systems which
can be mobilize on the economic, psychic, soctal,ehalf of the individual. It depends how
much and what kind of capital types the mobilizgieple have already collected. We have
to highlight that the individual's relation net @dly include those layers where he comes
from. In other words those having higher and magital elements for the solution of their
problems can mobilize easier such people who asoraulated several kinds of capital types
— and it is true vice versa which generates andodeces regional inequality. The social
capital does not evolve by itself; it has to beated artificially and has to be maintained to
make profit.

Significant relationship can be pointed out betwienspace structure and the social
capital, the social capital belongs to a territdrige social events and activities are connected
to a space where the capital conversion and thenadation can happen. The maintenance of
the relation is a conscious activity which needsetand financial expenditure.

The belongingness to certain formal or informal up® means capital in itself
directly or indirectly. At the evolvement of theusters the relation net is widened by the
mechanism of join with which even profit can bectezd.

CAMAGNI’s definition model
Camagni (2008, 2009) in the classification of thetdrs of the territorial capital highlights
not only two factors (material and intangible) llgtermines three components (material,



mixed goods and intangibl2)By this we get a more accurate meaning of thetdeial
capital. He defines the nine elements of the taral capital on the basis of the manifestation
of the competition and the different goods.

TABLE 2. A theoretical taxonomy of the components Bterritorial capital

High rivalry

(private
goods)

(club goods)

(impure
public goods)

Rivalry

(public goods

Private fixed capital stock

Pecuniary externalities

(hard)

_ToII goods (excludab.)

Relational private

services operating on:

- external linkages for
firms

- transfer of R&D resultq
University spin-offs

Human capital:

- entrepreneurship

-creativity
-private know -how

Pecuniary externalitie$
(soft)
f

Proprietary networks

Collective goods:

- landscape

- cultural heritage
(private "ensembles")
b

Cooperation networks:

Relational capital:

- strategic alliances in
R&D and knowledge

-p/p partnerships in

services and schemes
Governance on land 4
cultural resources h

-assoorasim
- cooperation capabil

—~

y

- collective action
capability

- collective
competencies

nd

Low rivalry

Resources:
- natural
- cultural (punctual)

Social overhead capital

Agencies for R&D
transcoding

Receptivity enhancing
tools

- infrastructure

Connectivity
Agglomeration and
district economies

Social capital
(civicness):

- institutions
- behavioural
models, values
- trust, reputation

Tangible goods
(hard)

Source: Camagni 2009: 123

Mixed goods
(hard + soft)

Intangible goods
(soft)

In the taxonomy of the territorial capital the @mdling things have significant
meaning: financial resources, local engineeringastfucture, human resources, marketable
knowledge that can be found locally and can be Ildpee, the relation network, the
inheritance of objects and history which determitesidentity of the territory.

% In the study we list the mixed goods to the intalegcapital elements.



A.) Public goods and resources
According to Camagni the material capital and tifeastructure found in the territory can be
listed to this category. They are the fundamerhefattraction of the economic territory. The
advantage of this can be distorted by the incredsiee farming lease, the amortization, and
the unsustainable and environment polluting use¢hef land. These can be corrected by
decentralized regulation and perhaps the damagebecaestored from the resourced gained
from the fines.

B.) Intermediate, mixed-rivalry tangible goods
We can find those private and public goods in grsup which are parts of the engineering
infrastructure, the communication system, the mgstem and the cultural inheritance. If the
function of the cultural inheritance strong in tbertain local space, the local identity and
belongingness will be important, the economic aodas interactions will improve, which
encourage the economic growth.

C.) Private fixed capitals and toll goods
The private fixed capital belongs to this tradiatip. The long term goal is to create such a
regional environment that this capital type shatly and accumulate in the region. To reach
this, several legal, social and economic conditibage to be available. The private capital
will not transmigrate if the products produced e tregion fit to the solvent demand of the
region. To the toll goods belong all the goods #ratowned by the society and charged with
a rental fee and from this fee their amortizatimajntenance and operation are paid.

D.) Social capital
Like at the approach of the other concepts, Cambginihe social capital to the intangible
assets. This is collective and — as its name refers of social origin. This capital element
gives cohesive strength and organizing policy e rdgion or even on the interregional level
in the economy, institutional and social relatigstem. It includes the written and unwritten
norms of the society, which affects intensity andldy of the interactions significantly
influencing the economy. The social capital conii#s to the improvement of the market
efficiency as there is a need for the creation h&f tormal and informal communication
channels to improve the innovative potential. Adaag to the author, the social capital can
be economically quantifiable on the basis its effat the space economic processes which
manifests first of all in the trust appearing i teconomic and social relations. If this trust
exists between the characters, this creates sucadeantageous economic milieu which
makes the certain region even more attractivehieother companies.

Trust determines not only the every day life bug #ttonomic processes as well.
(Hodosi 2011) In economics the function of the trissto reduce administrative (costs
originating from the collection of information wiiovould be collected in the case too if it
was not obligatory) and transactional costs (camtginating from the collection of
information which is told to be obligatory by thaw) if there is a trustful relationship
between the economic organization and its partiersst makes it possible that there is no
need for institutions dealing with enforcement e§dl and ethical norms. Trust is formed
easier in the special, socio-cultural proximityudtris such a cooperative attitude convention
by which the suspicion decreases or disappearsheniriterpersonal relationship. Trust
between the interpersonal and economic unity hase preducing function. One of its
prominent and rare examples for this was the modemmond merchantry where the Jewish
merchants did not sign any contracts, they didimmbduce administration with high costs
but they completed the swap by shaking hands. Th&ful nexus minimalized the costs
connecting to the business processes. This bugmmessss is rare but represents the role of
the trust in the economy.

All these can be true vice versa: if there is |l@vel trust between the business
partners the transactional and administrative castsgoing to increase, which results in the




loss of efficiency. In this case it is necessaryntmlve formal institutions which determine
controls and if it is necessary to enforce the reofthe complicated contracts, the incidental
litigious cases slow down the economic processes immovation, the efficiency of
production gets worse.

The determinants of the trustful relationship diftem micro- and mezo level. It is
determined by four factors on the micro level. iegsions at the personal appearance, the
other partner’s reputation, previous stereotypas, \ehether the partner can be checked or
not. Factors that are responsible for the evolvénsrd reproduction of the trustful
relationship between companies: the history ofpidwenership of the company, the characters
of the partner, the relationship of the managemedtthe employees, the habits and attitude
of the employees. Besides this the “structure efdbmpany, the management form and the
composition of the staff” are also important. (Hed2011: 77)

We have to highlight that trust clears its costsaroa short term, but on a long term,
this can be thought of as a strategic investmest.trAst cannot be created, it has to be
merited; its profit can be realized rather in a medterm or long-term. Even at the beginning
of the relationship more costs appear at the foumuaf the structure of trust. Let us think it
over that to found, maintain the relationship castmey and time whose finance will have
advantages only later (Tatrai 2003).

The economic function of trust can be analyzed friv aspect of the supply-
demand. The coherence system can be recognizebatdteen described by the category of
pure common-interest constructed by Schelling (19@3means that “the pure common-
interest includes the whole cooperative situatiaitt lon trust, which is characterized by the
absolutely same goals and everybody has the sastie(B@dosi 2011: 77).

E.) Relational capital

The relational capital is manifested in the coopenaof the economic characters which is
determined by the efficiency of the information gwaetween them. The relational capital
appears in three aspects: it reduces the distrushgd the economic decisions, by the
accumulation of the collective learning, lexicatlaron-lexical knowledge and experience the
conditions of labour force conditions improve. ttérd advantage is that in the regional
collaboration the interaction between the econarharacters shows improvement in quality,
the strengthening of the informal relations meawmsrmmon corporate system in the relations
of globalization.

With the evolvement of such relations such localiemiis formed which can
guarantee strategic economic advantages on the bh#ie similar thinking, general ethics
and language. Information circulation is faster smch a space structure which affects
advantageously the market processes of the regtoa.organizes the collective activities of
the local economic entities, it selects the unregsinformation during the economic
decisions, and it can acquire knowledge and compite adequate to the needs of the
market. It is obvious the relation capital willuet earlier at groups having higher livelihood.

F.) Human capital
According to the endogen growth theory the humapitals can have primer role in the
regional economic processes, because it improwedottal resources and attraction of the
territory at the same time. The disposition of cerapion, the enterprising, creativity and the
consultation between the characters of the mamdenl here.

G.) Agencies for the R&D transfers (agglomeration ecom@s,

connectivity and receptivity)

The social capital between the regional economitties can be transformed into economic
capital. Later from these bottom-up clusters caergathose which can become the engines,
determining elements of the economic growth. Theenadfective relations originating from
the closeness, the urbanizing and agglomeratingradges can result in the improvement of




the local enforcement of interest. It can be measum the quickness and accuracy of the
information swap. We can adjust to the constanhgéa in the structure of globalized world
economy and we can form the changes for our adganta the case if we form such
mentality and attitude which makes us appropriat@penness.

H.) Cooperation networks
In the conceptual structure of Camagni this segmstartds in the middle — not accidentally.
The capital element standing in the center of tloelehintegrates the assets being in private
and public possession, and the material and intégnes. On the certain territory the
factors of the economic growth are structured leydhoperation networks, which — as one of
its functions — has a redistributive function wille knowledge and the institution of R&D, in
other words with the innovation potential. Theydagsart in the correction of the failures of
the market and the government (Stiglitz 2000).

l.) Relational private services
The economic entities can form relations by thenspeeity of the market mechanisms, but
they can initiate consciously non-market basedticgla (for example with universities,
research institutions) from which profit can beasbéd on the territory.

CONCLUSIONS

“Territorial capital appears as a new, fruitful cept allowing the direct consideration of a
wide variety of territorial assets, both tangibledantangible, of a private, public or mixed
nature.” (Capello-Camagni 2008: 28) The introdutiid the terminology models is important
because with the acquaintance of them we can m@alperie analysis. The adaption of the
theory in practice is a following study.
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