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ABSTRACT 

This paper introduces Capability Capital: a novel economic concept that reframes heritage-

based skills and tacit knowledge as intangible assets capable of generating sustainable 

economic, social, and cultural value. Grounded in Amartya Sen’s capability approach and 

informed by research in human capital, cultural economics, and heritage valuation, the study 

demonstrates how recognition, structured development, and market integration of heritage 

skills can produce measurable economic benefits while preserving cultural identity. Case 

studies from India, Laos, and other heritage-based economies illustrate the operationalization 

of Capability Capital, and the paper outlines policy and practice recommendations to leverage 

these assets for inclusive growth. 
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1. INTRODUCTION 

Conventional economic theory classifies capital as assets generating wealth — encompassing 

physical, financial, and human forms. However, these models often overlook heritage-based 

skills and tacit knowledge, which sustain livelihoods and cultural identity yet remain 

undervalued in formal economic systems. 

This paper introduces Capability Capital, defined as: 

The economic potential inherent in culturally grounded skills, tacit knowledge and heritage 

practices when formally recognized, refined, and integrated into economic markets and 

institutions. 

This concept builds upon Amartya Sen’s capability approach, which emphasizes the 

substantive freedoms individuals possess to achieve valuable functioning, rather than merely 

owning resources. Heritage skills — such as weaving, culinary knowledge and embroidery — 

embody capabilities that, when valorised, generate economic, social and cultural returns. 

2. LITERATURE REVIEW 

2.1 Capital and Cultural Economics 

Economic theory increasingly recognizes the importance of intangible and cultural assets. 

Cultural heritage contributes to economic outcomes by generating employment, tourism 

revenue, and community development. Investments in cultural assets produce both direct and 

indirect economic effects and strengthen regional competitiveness (Throsby, 2006). 

2.2 Intangible Cultural Heritage (ICH) and Sustainable Development 

Intangible cultural heritage, including craftsmanship, oral traditions, and culinary arts, 

represents a sustainable development resource. UNESCO emphasizes that ICH sustains local 
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livelihoods and identity while generating economic opportunities. Scholars highlight the 

importance of formal recognition, certification, and institutional support to convert heritage 

practices into productive assets (Meissner, 2021). 

2.3 Cultural Capital and Tacit Knowledge 

Bourdieu’s concept of cultural capital underscores the economic and social value of skills and 

competencies acquired through socialization rather than formal education. Tacit knowledge 

and intergenerationally transmitted skills, central to artisan economies, exemplify the 

embedded human and cultural capital underlying Capability Capital (Bourdieu, 1986). 

2.4 Artisan Economies and Market Integration 

Artisan communities face persistent challenges, including limited market access, resource 

constraints, and declining interest among younger generations. Studies in Western Rajasthan  

and other regions highlight the need for structured interventions to sustain traditional crafts 

while enabling economic scaling (Maharshi & Bishnoi, 2024). Integration into tourism and 

global markets has been shown to enhance income, preserve skills, and promote community 

resilience. 

3. CONCEPTUAL FRAMEWORK OF CAPABILITY CAPITAL 

Capability Capital is a distinct form of intangible capital characterized by four components: 

1. Recognition – Formal acknowledgment of heritage skills through certification, policy 

support, and institutional mechanisms. 

2. Development – Skill refinement, training programs, standardization, and capacity 

building to increase economic potential. 

3. Application – Integration into markets via entrepreneurship, digital platforms, 

tourism, and product innovation. 

4. Sustainability – Ensuring intergenerational transfer, community ownership, and 

resilience of heritage practices. 
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Figure 1: Conceptual/Theoretical Diagram of Capability Capital 

This framework demonstrates how heritage skills, when systematically valorised, can be 

transformed into economic, social, and cultural outcomes. 

4. CASE STUDIES 

4.1 Jaipur Rugs (India) 

Jaipur Rugs illustrates how rural weaving skills can be globalized through structured 

networks, quality standards, and market access. Artisans’ incomes increased significantly, 

demonstrating the transformation of tacit skills into tangible economic returns. 

4.2 Khamir (Kutch, India) 

Khamir successfully brands traditional crafts via certification, storytelling, and market 

integration. Structured development and recognition of heritage skills enabled artisans to 

increase economic value while preserving cultural authenticity. 
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4.3 Luang Prabang (Laos) 

Integration of crafts into tourism circuits, including workshops and experiential learning, 

generated sustainable livelihoods and reinforced cultural identity. This case exemplifies 

application and sustainability components of Capability Capital. 

4.4 International Festivals 

Heritage festivals, such as Fajr International Handicrafts & Traditional Arts Festival (Iran), 

provide platforms for artisans to showcase skills, access markets, and generate income, 

illustrating recognition and application of intangible heritage as capital. 

5. DISCUSSION 

Capability Capital extends human and cultural capital theories by incorporating tacit, 

intergenerational knowledge into a framework for economic value creation. Unlike 

traditional human capital, it emphasizes skills embedded in cultural practices, transforming 

heritage into measurable economic assets. 

By operationalizing Capability Capital, communities can: 

 Preserve cultural identity while generating income 

 Enhance inclusive participation in local economies 

 Foster sustainable regional development 

This approach aligns with sustainable development goals by leveraging heritage for 

livelihood creation, social inclusion, and economic resilience. 

6. POLICY AND PRACTICE RECOMMENDATIONS 

1. Digital Inclusion – Equip artisans with digital literacy and e-commerce skills. 

2. Heritage Certification – Develop formal recognition frameworks for traditional 

skills. 

3. Experiential Tourism – Create craft villages and interactive workshops linking 

heritage to visitor experiences. 

4. Educational Pathways – Offer vocational programs, fellowships, and university 

partnerships in heritage skill entrepreneurship. 

5. Heritage Festivals – Organize thematic events to enhance visibility and generate 

economic activity. 

7. CONCLUSION 

Capability Capital reframes heritage skills and tacit knowledge as economically productive 

assets. Grounded in economic theory, cultural valuation, and the capability approach, this 

concept provides a structured framework for leveraging heritage to achieve sustainable 

livelihoods, preserve identity, and promote inclusive economic growth. Future research can 

develop quantitative metrics, assess long-term outcomes, and explore cross-cultural 

applications of Capability Capital. 
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