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Abstract
Discovering whether social capital endowments in modern societies have been sub-
jected or not to a process of gradual erosion is one of the mostdebated topics in
recent economic literature. Inaugurated by Putnam’s pioneering studies, the debate
on social capital trends has been recently revived by Stevenson and Wolfers (2008)
contending Easterlin’s assessment. Present work is aimed at finding evidence for the
relationship between changes in social capital and subjective well-being in eight Eu-
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aspects using WVS-EVS data between 1980 and 2005. My resultsare encouraging,
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1 Introduction

Discovering whether social capital (SC) endowments in modern societies have been subjected

or not to a process of gradual erosion is one of the most debated topics in recent economic

literature. This new stream of research has been inaugurated by Putnam’s pioneering studies

about SC trends in the United States. Considering numerous proxies of SC, Putnam (2000)

argues that during last thirty years USA experienced a decline in social relationships and in

its system of shared values and beliefs. From this point, much of the literature on SC tries

to find evidence to support or to contend this statement. For acomprehensive review of such

literature see Stolle and Hooghe (2004). Putnam’s finding has been carefully scrutinised by

Paxton (1999), Robinson and Jackson (2001), Costa and Kahn (2003), Bartolini et al. (2008),

while Ladd (1996) criticised this evidence. “On balance, social capital has been confirmed as

declining in the US, although not so dramatically as Putnam claimed.”1

All these studies are focused on US since similar research asks for a generous data-base

and the US General Social Survey (GSS) offers a long lasting temporal data-series. Conse-

quently, we don’t have much information about what happenedin other countries in the same

period. For that reason the first question I would like to answer is: what is happening in other

developed economies such as Europe, Canada, Japan and Australia? is SC declining? is such

erosion a general trend of modern and richer societies or is it a characteristic feature of the

American one?

To my knowledge only a few authors paid attention to this aspect since only a few data-sets

can be used to establish a clear long-term pattern. OECD2 dedicated to this topic a publication

in which, beyond others, dealt with the theme of trends in fiveEuropean countries: United

Kingdom, Netherlands, Sweden, France and Germany. The report assesses that in general

SC declined, in particular in United Kingdom, while remaining countries show a more mixed

pattern.

Another general perspective is offered by Leigh (2003). Contributing to an entry on

“Trends in social capital” he identifies three common patterns of declining trust, political

participation and organizational activity across industrialized countries in the period between

1Bartolini et al. (2008)
2OECD (2001a)
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1980 and 1990. Among the five reviewed European countries (Britain, France, Germany, Spain

and Sweden) only the Scandinavian one seems to have a positive trend even if civic engage-

ment is declining. For what concern Australia, it seems thatsince 1960s Australia has been

experiencing a decline in membership in labor unions, political parties and churches. Simi-

larly also confidence in politics and trust in others seems declining, while volunteering seems

to have remained stable from 1980s onward (Leigh, 2003, Pink, 2008).

On the contrary, Japan shows a stable trend for civic engagement since World War II and

for trust and confidence in political institutions since 1980s. Takashi and Akiyoshi (2002),

observing different proxies of social capital in the Japanese Survey on Time Use and Leisure

Activities since 1976, find out an overall mixed pattern. Their data suggest that the number of

people involved in voluntary activities increased (this has been the case especially for young

people), while the time spent for social activities doesn’tshow a clear increasing trend. In

the same period, political participation (as proxied by thevoting rates) appears downwarding.

Finally, the two authors find evidence of an increasing trendfor trust and fairness indicators

reverting after the middle of 1990s. These results have beensubsequently confirmed by Leigh

(2003).

Much less is known about SC trends in Canada. This country hasbeen carrying on

an interesting research project on SC focusing mainly on itscorrelates and measurement

(Research Initiative, 2005). Main results suggest that social capital plays an important role

for people’s well-being and that government policies and programs can significantly affect

patterns of SC development. In particular, public policiesaimed at enhancing SC can play a

key role in helping populations at risk of social exclusion,supporting key life-course transi-

tions and promoting community development. Nonetheless, to the best of my knowledge there

is not any study concerning the evolution of SC over time for Canada.

Further studies on Europe have been conducted by Norris (2004), Delhey and Newton

(2005) but these studies focused on particular indexes of SCor only on generalised trust and

were based on old data from the WVS. A deeper analysis was conducted by Morales (2004)

on trends and levels of associational participation in Europe. Looking at trends between 1980

and 2002 from the WVS and the European social survey (ESS) sheconcludes that it is not

possible to state whether a clear increase or decrease in general levels of membership exists.

Anyway, her analysis is merely descriptive and, even if she focuses on a broad set of countries,
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her conclusions may be affected by sample selection bias.

A more recent article by Adam (2008) observes trends of generalized trust and member-

ship in voluntary organizations using data from WVS in the period 1980 - 2000. The author

finds evidence of a non eroding SC in Europe even if he warns about signs of decline as well

as improvement: the decline in trust in individuals is quitevisible, while associational involve-

ment shows a more complex but on average positive trend. Adam’s work is, to my knowledge,

the most up-to-date and complete research on European trends of SC. Anyway, it suffers some

limitations. First of all it is based on mean variations between the starting and ending period.

This is quite comprehensible since the second aim of the author was to test the reliability of

the WVS vis-a-vis other data-bases (i.e. ESS), but in general this approach does not allow to

check for other factors and sample bias; secondly the authoradopts only some of the available

proxies of SC, namely generalized trust, membership in voluntary organizations and unpaid

voluntary work; finally, Adam focuses on a large number of European countries including

transition countries: this is an interesting point, but misses to account for different economic

realities (developed and transition countries) preventing a more detailed knowledge of what

has happened to SC during last twenty years.

In order to overcome these limitations, Sarracino (2010a) considers three different set of

proxies of SC controlling for time and socio-demographic aspects in 11 western European

countries using data from the first four waves of WVS-EVS. Thepaper points out some impor-

tant aspects: 1. trends of social relationships and networking are increasing Europe wide, with

just one notable exception: Great Britain. This is the only country, among the investigated

ones, showing declining trends for every poxy of SC; 2. between 1980 and 2000 European

citizens have persistently lost confidence in the judicial system, religious institutions, armed

forces and in police.

The recently released fifth wave of the WVS allows to extend previous analysis both in

terms of years (investigating a longer time-span) and of countries (including some new coun-

tries for which enough data are available to assess long period trends). Using the five waves

integrated data-set, I am able to investigate trends for different SC proxies on a twenty-five

years period.

The second question I would like to answer is whether SC trendcan help to explain sub-

jective well-being (SWB) trend. In a pioneering work Easterlin (1974) discovered that, using
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cross-section data, on average richer people are also happier than poorer ones; but a life-cycle

analysis on the same sample shows that during time income grew up while happiness stayed

constant. Such a puzzle is currently known as the “Easterlinparadox”.

Starting from this point an even more consistent part of the economic literature flourished

trying to solve the problem. Many different theories comingfrom manifold scientific fields

have been advanced so far, but so far they failed to fully explain the paradox3. Recently,

Stevenson and Wolfers (2008), Sacks et al. (2010) revived the debate challenging the existence

of the paradox. Considering Europe and Japan they argue thatsocieties get happier as they

become richer. That is to say that “money can buy happiness”.Unfortunately, at the same

time they state that “the failure of happiness to rise in the United States remains a puzzling

outlier.”4. In this way the Easterlin paradox remains unsolved and alsoits non existence is not

demonstrated.

There is a need to further look into the “black box” of the American case. From this point

of view, some recent contributions by Helliwell (2001, 2006) propose SC as an important

aspect for SWB arguing that money can not explain the whole variation in people well-being.

To my knowledge, the paper tackling most succesfully with the challenge settled by Hel-

liwell is Bartolini et al. (2008) which argues that SC, and inparticular relational goods, is

important for SWB. They do not deny the importance of income for happiness, but using data

from the American GSS between 1975 and 2004 they find out that U.S. SWB is largely ex-

plained by four forces acting in different directions: 1) income growth; 2) decreasing relational

goods; 3) decreasing confidence in institutions; 4) social comparisons. These four groups of

variables allow to explain quite the whole variation in SWB.In other words, the three authors

suggests that American happiness did not grow up together with economic growth because

the positive effect of income growth was counterbalanced bythe declining availability of SC

which negatively affects SWB. This result has been successively confirmed by Bartolini et al.

(2010) using data from the German Socio-Economic Panel (GSOEP) on Germany between

1994 and 2007. This evidence provides a convincing and powerful explanation of the Easter-

lin paradox giving SC a new role: a higher income increases happiness as long as it does not

undermine SC. If this hypothesis were corroborated by further research, policy agendas should

3for a review of the main theories proposed so far, please refer to Sarracino (2010b)
4Stevenson and Wolfers (2008, p. 16)
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start considering also the effects of economic policy on thepreservation and the provision of

social capital. Hence, SC can become an important aspect of future development policies.

The theory proposed by Bartolini et al. (2008) can help to explain what happened in US.

A few example can probably be convincing. Estimates from thethree authors suggest that in

presence of a stable endowment of SC, and in particular of relational goods, American SWB

would have been higher than the actual one. Similarly, if income growth should compensate

for the effect of the reduction of SC on happiness, keeping this variable stable to its 1975 levels,

then the growth rate of GDP should have been more than 10%. Finally, they also estimate that

the positive effect of income growth on SWB has been counterbalanced by the increase of

other’s people income (which offsets 2/3 of the effect of income growth) and by the decrease

in relational goods and confidence in institutions (which accounts for 5/6 of the total effect of

social comparisons on SWB).

Concluding, contributions by Bartolini et al. (2008, 2010)and Sarracino (2010a) suggest

that differences in SC trends can help to explain differences in SWB trends. The aim of

this work is to provide further evidence to support this hypothesis looking at some western

European countries using a longer time span of about 25 yearsand extending this analysis to

other developed countries for which enough data are available.

Main results of my research are the following:

1. trends of SC in western Europe, Australia, Canada and Japan are generally positive. In

some cases, such as Great Britain, overall positive trends come out after a period of

steady decline strongly reverting by the end of 1990s;

2. trends of SWB as proxied by “happiness” and “life satisfaction” are consistent with

each other and correlated with trends of SC across all the sampled countries. In other

words, SC and SWB trends are compatible with a relational explanation of the Easterlin

paradox;

3. between the beginning of 1980s and the second half of the 2000s, people’s confidence in

judicial system, religious institutions, parliament and civil service in all the considered

countries has been declining.

Present work is structured in six sections: the first sectionoutlined my research questions

and motivations behind them; the second one summarizes the theoretical background in which
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present research is grounded; the following two sections point out respectively data adopted for

my research and methodological aspects; the fifth section reports results from different regres-

sions considering various proxies of SC and SWB as dependentvariables and adopting time

dummies and socio-economic conditions as indipendent variables. Finally, some concluding

remarks will follow in the last section.

2 Theoretical background

2.1 Social capital

Although SC has been longly a much debated topic, actually itstill lacks a commonly agreed

definition (Van Deth, 2008). This topic has been developed and applied in many different so-

cial disciplines hence different definitions have been advanced so far. Some of the fathers of

this concept propose different definitions for it. For example, Pierre Bourdieu, probably the

first scientist introducing this term, defines social capital as “the aggregate of the actual or

potential resources which are linked to possession of a durable network of more or less in-

stitutionalized relationships of mutual acquaintance andrecognition ... which provides each

of its members with the backing of collectively-owned capital.”5 Such a definition focuses

on three important aspects of social capital: 1) the existence of a network of individuals; 2)

participation in this network and 3) social capital as a public good. Nonetheless, Bourdieu

misses to precisely identify social capital pointing on itssources: “the network of relation-

ships”. Differently, James Coleman proposes the followingdefinition: “social capital is the set

of resources that inhere in family relations and in community social organization and that are

useful for the cognitive or social development of a child or ayoung person.”6 In Coleman’s

view the network aspect is less emphasized while he stressesthe importance of the group in

which social relations constitute useful capital resources. Such a concept can be related to the

category of “bonding” social capital in contrast with that one of “bridging” social capital.

Bonding refers typically to “relations among members of families and ethnic groups.

Bridging social capital refers to relations with distant friends, associates and colleagues.”7

5quoted in Schuller et al. (2000, pag. 5)
6quoted in S. Baron, J. Field and T. Schuller, Social capital:critical perspectives, Oxford University Press,

Oxford, 2000, p. 6
7OECD (2001a, p. 42)

6



These are two different forms of social capital that should be considered mutual. In fact, while

the first form gives particular groups of people “a sense of identity and common purpose, with-

out bridgind ties that transcend various social divides (e.g. religion, ethinicity, socio-economic

status), bonding ties can become a basis for the pursuit of narrow interests, and can actively

exclude outsiders.”8 Such groups can be characterized by strong and co-operativenorms, but

low trust and co-operation with the rest of society becominga barrier to social cohesion and

personal development. Taking this aspect to the extreme, strong group ties can bring to neglect

wider “public” interests promoting socially destructive “rent-seeking” activities (Olson, 1982).

Finally, Robert Putnam defines social capital the “featuresof social life - networks, norms,

and trust - that enable participants to act together more effectively to pursue shared objec-

tives”9. In this way the author identifies crucial aspects of social capital specifying their role in

social relationships: they enable different people to co-operate (even unconsciously) to reach

common goals. Very close to the definition adopted by Putnam (Putnam et al., 1993) is the one

adopted by OECD (OECD, 2001b) considering social capital as“network together with shared

norms, values and understandings that facilitate co-operation within or among groups”. More

recently, Bartolini et al. (2008) propose a more operating definition of SC as “the stock of both

non-market relationsandbeliefs concerning institutionsthat affect either utility or production

functions.”10. Hence, the authors adopt the framework proposed by Putnam (i.e. networks,

norms and trust) comprising all those aspects - material andimmaterial - that can contribute to

develop mutual trust and co-operation.

In particular, they point to two main aspects of SC: 1) every non-market relationships

among individuals which allow people to communicate each other and to develop mutual trust.

They define this aspectrelational SC; 2) the system of values or believes that makes people

act coherently. Moreover, the authors propose a further distinction in intrinsically and extrin-

sically motivatedrelational SCdepending on whether the incentives to act come from within

or outside the individual. They defineintrinsic SC(alternatively defined asrelational goods)

those components “that enter into people’s utility function”11; by extrinsic SCthey mean those

components that do not “directly enter into people’s utility functions but are instrumental to

8OECD (2001a, p. 42)
9Putnam et al. (1993, p. 56)

10Bartolini et al. (2008, p. 5)
11Bartolini et al. (2008, p. 5-6)
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something else that may be considered valuable”12.

This distinction allows to go deeper in the analysis of the category of relational SC. In fact,

quoting Deci’s work (1971), they focus on the non-instrumental nature of intrinsic motivated

activities. This peculiarity allows to focus on a broader point: non-market relations are not

always intrinsic; there can be extrinsic relational SC (or purely extrinsic) as well as intrinsic

one.13

Relational social capital
membership
unpaid voluntary work
trust in others

N
on

re
la

tio
na

ls
oc

ia
lc

ap
ita

l

C
on

fid
en

ce
in

religious institutions
armed forces
police
press
educational system
parliament
social security system
civil service
judicial system
labor unions
political parties
major companies

Table 1: Summarizing scheme of the different constituents of social capital.

Measurement of SC is a further critical aspect of this kind ofliterature. Different proposals

have been advanced, but recently some concensus has been reached on proxies of SC. For

example, following Putnam (2000) main measures of SC centrearound proxies of trust and

levels of engagement or interaction in social or group activities. Nonetheless, when trying to

observe SC we should keep in mind the following aspects (OECD, 2001a):

• we should pay attention to causal connections since sources, functions and outcomes

may be confused;

• SC is mainly characterized by tacit and relational aspects which are naturally difficult to

observe, to measure and to codify;

• usual variables of SC (trust, membership, voting, etc.) provide proxy measures and

12Bartolini et al. (2008, p. 5-6)
13please refer to tab.1 for a summarizing scheme.

8



should not be confused with the underlying concept.

2.2 Subjective well-being

Subjective well-being literature is a relatively new concept developed in sociological and psy-

chological studies and recently widely explored also in economic field. Thanks to fundamental

contributions from different disciplines, particularly from psychology, some economists are re-

considering the meaning of the term well-being and are proposing new tools to help accounting

for it.

In this context, the words “happiness” and “subjective well-being” are considered syn-

onyms and are generally referred to as an evaluation of one’sown life regarded as a whole.

These kind of data revealed to be precious and reliable sources of information concerning

people’s well-being. Their reliability has been tested in many ways: data about SWB have

been found consistent with more objective measures of well-being (heart rate, blood pressure,

duration of Duchenne smile, neurological tests of brain activity) (Blanchflower and Oswald,

2008a, van Reekum et al., 2007), they show a high correlationwith other proxies of SWB

(Schwarz and Strack, 1999, Wanous and Hudy, 2001, Schimmacket al., 2009) and are consis-

tent with evaluations about the respondent’s happiness provided by friends, relatives or clinical

experts (Schneider and Schimmack, 2009, Kahneman and Krueger, 2006, Layard, 2005).

Furthermore, these data revealed to be widely available andeasy to collect being increas-

ingly available also in Less Developed Countries (Blanchflower, 2008). Not only, but many

of the so-called “happiness studies” showed that SWB data reveal interesting stories about our

societies (Diener and Suh, 1997, Diener et al., 2009).

Probably, the aspect that most captured the attention of academicians as well as policy-

makers and media concern the so-called “Easterlin paradox”. In his pioneering study using

SWB data in US, Easterlin (1974) showed that, just as we couldexpect, on average richer

people are happier than poorer ones, but over time this relationship disappears: after the Sec-

ond World War income in US (and many industrialized countries) grew up, while happiness

stayed constant. Starting from this point, a large part of the economic literature focused on

the “Easterlin paradox” either searching for corroboration of this phenomena (Di Tella et al.,

2001, Blanchflower and Oswald, 2004) or attempting to solve the puzzle (Easterlin, 2001a,

Frank, 1997, Bruni, 2002).
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Currently, a considerable part of the explanations focus onthe role played by relational

goods and, in general, by social capital in determining happiness. This part of the literature

argues that efforts to increase income may turn out in reducing quantities and quality of human

relationships negatively affecting individual SWB (Bruniand Stanca, 2008, Bartolini et al.,

2008, 2010, 2009, Becchetti et al., 2006, Helliwell, 2002).

Further studies have been proposed in order to assess the impacts of other non-economic

aspects on individual happiness. One of the first contributions from this point of view is pro-

posed by Oswald (1997), who explored the relationship between socio-demographic aspects

(such as age, gender, marital and employment status, incomeand education level, traits and

cognitive dispositions) and happiness.

Another field in which happiness economics is providing interesting insights is macro-

economics. Observing directly individual response to different macro-economic variables has

proved to be a good way to evaluate economic policies. For example Di Tella et al. (2001,

2003), Di Tella and MacCulloch (2006) first confirm Easterlinobservation and then assess the

impact of inflation and unemployment on individual happiness. From a different perspective,

Kenny (1999) tries to assess the effects of economic growth on happiness and subsequently

focuses its analysis on less developed countries searchingfor a connection between economic

growth and SWB (Kenny, 2005). Alesina et al. (2004) pose their attention on the relationship

between inequality and happiness in Europe and US. Their general finding is that “individuals

tend to declare lower happiness levels when inequality happens to be high”14.

Further research has been developed to evaluate the effectsof particular policies on people.

This is the case, for example, of some applications about airport noise or other environmental

aspects.

Finally, a more substantial part of literature focused on how political institutions affect

subjective well-being (Frey and Stutzer, 2000, 2002b, 2007).

3 Data

The analysis of SC and SWB trends for Australia, Canada, Japan and the group of western

European considered countries asks for a generous data-set. The integrated World Values

14Alesina et al. (2004, p.2035)
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Survey (WVS) - European Values Study (EVS)15 data base is the most comprehensive data-

base offering a wide compilation of surveys collected in more than 80 countries representing

more than 80% of the world’s population.

It collects information on sociocultural and political change observed on a randomly se-

lected sample of 300 to 4,000 individuals per country. In particular the database provides

information on “individual beliefs about politics, the economy, religious, social and ethical

topics, personal finances, familial and social relationships, happiness and life satisfaction”16.

Data have been collected in five waves (1980 - 82; 1990 - 91; 1995 - 97; 1999 - 2001; 2005 -

2006) for a total of 344,173 observations covering quite a long period of time - about 25 years.

Anyway, the sample available for present study is smaller since I focus on the trend of SC and

SWB indicators in a small subset of available countries, namely: Australia, Belgium, Canada,

Denmark, Finland, France, Germany, Great Britain, Ireland, Italy, Japan, Netherlands, Nor-

way, Spagna and Svezia. Table 2 summarizes the numerosity ofthe sample across countries

and waves.

15The five waves WVS data-set together with detailed instructions on how to integrate it with EVS data-set is
freely available on-line. For more details, please refer to: http://www.wvsevsdb.com/wvs/WVSData.jsp

16Bruni and Stanca (2008, p. 6)
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1981-1984 1989-1993 1994-1999 1999-2004 2005-2007 Total

Australia 1228 0 2048 0 1421 4697

Belgium 1145 2792 0 1912 0 5849

Canada 1254 1730 0 1931 2164 7079

Denmark 1182 1030 0 1023 0 3235

Finland 1003 588 987 1038 1014 4630

France 1200 1002 0 1615 1001 4818

Germany 0 3437 2026 2036 2064 9563

Ireland 1217 1000 0 1012 0 3229

Italy 1348 2018 0 2000 1012 6378

Japan 1204 1011 1054 1362 1096 5727

Netherlands 1221 1017 0 1003 1050 4291

Norway 1051 1239 1127 0 1025 4442

Spain 2303 4147 1211 2409 1200 11270

Sweden 954 1047 1009 1015 1003 5028

Great britain 1167 1484 1093 1000 1041 5785

Total 17477 23542 10555 19356 15091 86021

Table 2: Number of available observations for each country over waves
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A detailed list of considered countries including waves of observations, summary statistics

and percentage of missing data is omitted from present paperfor reasons of space. All these

figures are available on request to the author.

According to the vast majority of the literature on SC (Paxton, 1999, Costa and Kahn,

2003, Van Schaik, 2002), I observe thebeliefscomponent of SC through several reports of

confidence in institutions, namely armed forces, police, parliament, civil services, press, ec-

clesiastic, judicial system, education system, labour unions and major companies. Answers to

these questions range on a 1 to 4 point scale going fromnone at allto a great deal.

To measurenon-market relations, I use trust in individuals (represented by a dummy vari-

able), membership and unpaid voluntary work in various groups and organizations. Given the

multiple nature of this third aspect, I adopt the mentioned distinction between intrinsically and

extrinsically motivated group membership (Bartolini et al., 2008).

Voluntary organizations which enter the first set are labelled Putnamian groups, while those

entering the second set are named Olsonian groups (Knack, 2003). This distinction is based on

the works of the two authors: Olson (1982) emphasizes the tendency of associations to act as

lobbies to get policies that protect the interest of specialgroups at the expenses of the society

as a whole. Consequently, I include in Olsonian groups all those organizations which are

extrinsically motivated since it is supposed they are experienced only for instrumental reasons.

On the contrary, Putnam et al. (1993) identifies in associations a source of general trust and

of social ties leading to governmental and economic efficiency (Bartolini et al., 2008). In this

paper membership and performing unpaid voluntary work in a Putnamian group is interpreted

as intrinsic SC supposing it is experienced only for the pleasure of being a member. Among

Putnamian groups I include: social welfare service for elderly, church organizations, sport

clubs, art and literature clubs, fraternal groups and youthassociations, human and animal

rights. Among Olsonian groups I include fraternity associations, unions, professional orga-

nizations and farm organizations, organization concernedwith health and consumer groups.

Finally, there are some groups that were left unclassified and labeled asother groupsbecause

it is not clear whether they constitute intrinsic or extrinsic RSC, althought they are part of RSC.

In this latter group I included veterans associations, political parties and “other groups”. Each

option between these three groups of variables is expressedwith a dichotomous variable.

Finally, SWB is proxied by two different variables. The firstone ishappinessas measured

13



on a scale ranging from 1 to 4 and based on answers to the following question:“All considered

you would say that you are: 1. very happy; 2. pretty happy; 3. not too happy; 4. not

at all happy?”. This variable has been properly recoded so that the category “very happy”

corresponds to the highest value in the scale and the category “not at all happy” corresponds

to the lowest. The second proxy of SWB islife satisfaction, a variable ranging from 1 =

“dissatisfied” to 10 = “satisfied” depending on the answers tothe following question: “all

things considered, how satisfied are you with your life as a whole these days?”.

4 Methodological aspects

In order to study SC and SWB trends from 1980 to 2005 for each considered country, I fol-

lowed two approaches17: I first regress the proxies of SC and SWB on time dummy variables

(see eq. 1). In this way trends are based on mean values; than Iregress the same proxies

on different groups of control variables (age, gender, number of children, attending religious

services, marital status and work status) to account for specific individual and social aspects.

In particular, age is considered linearly and with its square; a dummy on male is introduced

as well as a control for the number of children and a dummy on the frequency of attending

religious services. Indeed, as clearly put forward by Lim and Putnam (2009), religiosity plays

a positive role in enhancing people’s well-being by promoting participation in religion related

groups. Thus countries may result different in their trendsof SC and well-being because of the

more or less strong role played by religion. In order to account for these differences a I created

a new variable coded 1 if the respondant declared to attend religious services at least once a

month, 0 otherwise. Finally, I included controls for both marital and employment status.

Since I have different indicators of SC and two proxies of SWB, my regression method-

ology varies depending on the nature of the outcome variable: in case of a dummy variable

(i.e. trust in others and membership or unpaid voluntary work in groups and organizations), I

adopted a probit model with robust standard errors reporting marginal effects18. The resulting

17Aguiar and Hurst (2006)
18I am aware that marginal effects (MFX) estimated at the mean value of the independent variable are not

the best tool to allow comparisons across time, countries and models. Average marginal effects (AME) would
best accomplish this task by providing the effect over the dependent variable when the independent moves from
its minimum to the maximum value. Still, a comparison between MFX and AME shows that MFX are a good
approximation of AME for what concern both the significance and the magnitude of the coefficients (Mood,
2010). The advantage in using MFX is that Stata provides a better framework to store and deal with these results.
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equation is:

Pr(Proxy
j

i = 1|time) = φ(αj + β
j

1
·Di,w2

+ β
j

2
·Di,w3

+ β
j

3
·Di,w4

+ β
j

4
·Di,w5

+ µ
j

i ) (1)

whereφ is a normal cumulative distribution function.

In case of an ordered dependent variable taking discrete values on a scale from 1 to 4 (i.e.

studying confidence in institutions or happiness) or from 1 to 10 (i.e. life satisfaction) the best

regression techniques are ordered probit or logit models (Ferrer-i Carbonell, 2005). However,

it is now well documented that in similar cases the use of OLS is equivalent to the use of

these alternative techniques (Ferrer-i Carbonell and Frijters, 2004, Blanchflower, 2008) and it

has a strong advantage: the OLS allows a direct comparison between regressors from different

regressions. Since the aim of present work is to evaluate theevolution of SC using sevearl

proxies of SC and comparing these results across countries,I opted for an OLS model. In this

case I estimated the following equation:

Proxy
j

i = α + β
j

1
·Di,w2

+ β
j

2
·Di,w3

+ β
j

3
·Di,w4

+ β
j

4
·Di,w5

+ γj ·Xj

i + µ
j

i (2)

Finally, in order to summarize the overall evolution of eachproxy, the average yearly trend

is simply obtained by regressing the dependent variable over a time variable containing all the

years when the outcome variable has been observed for a givencountry. Formally I estimate

the following equations 3 and 4:

Pr(Proxy
j

i = 1|TIME
j

i ) = φ(βj · TIME
j

i + µ
j

i ) (3)

for dummy dependent variables.φ is again a normal cumulative distribution function. Marginal

effects of coefficients are subsequently computed.

In case of an ordered dependent variable, I adopt the following linear model:

Proxy
j

i = α + βj · TIME
j

i + µ
j

i (4)

In all the equations indexj stands for the different proxies of SC and SWB and indexi

stands for individuals. In each equation four dummy variables have been introduced to ac-

count for the five waves. Where possible I kept the first wave asthe reference period. When
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information about the first wave were not available, I adopted the second wave as a refer-

ence period. Finally,X is a vector of control variables including: age, age2, male, number

of children, frequency of attending religious services, dummies on being married, divorced,

separated, living together as a couple, widowed and dummieson being part-time worker, self-

employed, retired, housewife, student, unemployed or other19.

When dealing with these data we have to be careful because, although the WVS-EVS is the

most complete database on our topic, it has some deficiencies. In particular, we have to keep in

mind that observations about Belgium, Denmark and Ireland are missing in the third and fifth

waves; Australia was not observed in the second and fourth wave; Canada, France and Italy

are missing in the third wave; data about Germany are missingin the first wave, while Norway

was not observed in the fourth wave. In these cases data aremissing completely at random20

since they have not been observed by design. As such, they arenot liable to bias estimates.

Overall, the pooled dataset contains 86021 observations.

5 Results

5.1 Relational social capital trends

I report and discuss results from several regressions following equations 1 and 2. Results of

each regression are omitted in present article for reasons of space, but are available on request

to the author. Here I discuss directly my conclusive resultswhich are summarized in figures

from 8 on page 29 to 37 on page 58 in the Appendix. Charts reporttwo information: on

the left axis there is the overall average growth of the dependent variable whose regression

line is represented by a solid black line together with its own area of confidence interval (see

equations 3 and 4); on the right axis I report the marginal effects for the coefficients of the

year dummy variables. They are represented by two differentlines representing the variations

of the dependent variable for a given year with respect to thebase year (the first year in which

the dependent variable was observed). The two slash-dottedlines report the trends for both

equation 1 and 2. Finally, 90% confidence interval for each ofthese two lines are represented

by triangles and dots.

19Detailed summary statistics for each considered country are available on request to the author.
20for a more detailed discussion on pattern of missingness andtheir implication for econometric analysis,

please refer to Schafer (1997, 1999), Allison (2001)
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The evolution oftrust in others, membershipandunpaid voluntary work in groups and

associationsin the sample of available countries make a quite clear pattern in which three big

groups of countries can be identified: continenantal western Europe and Japan, Scandinavian

countries and anglosaxon countries (Australia, Canada andUK).

Cluster analysis run over the standardized coefficients of each of the relational SC proxies

confirms previous observation (see dendrogram in fig. 1). Groupings have been defined using

the Ward’s method. This algorithm, particularly suited forcontinuous variables, starts from

single observation units (in this case, countries) and proceed by aggregating units which are

“similar enough” using the variance of each variable as a criterion21.
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Figure 1: Dendrogram from cluster analysis on relational social capital proxies.

Groups characterization in terms of marginal effects for each variable is offered in tab. 3.

21Present results are confirmed also by using different clustering algorithms such as the single and the complete
linkage ones.
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clusters stats trust in
others

Putnam
groups

Olson
groups

Oth.
groups

Putnam
vol.
work

Olson
vol.
work

Other
vol.
work

1 N 3 3 3 3 3 3 3
mean -0.004 0.013 0.003 0.004 0.016 0.007 0.001
sd 0.003 0.002 0.004 0.002 0.001 0.001 0.001

2 N 8 8 8 8 8 8 8
mean -0.001 0.009 0.000 0.003 0.007 0.003 0.001
sd 0.002 0.005 0.005 0.004 0.004 0.001 0.002

3 N 4 4 4 4 4 4 4
mean 0.004 0.025 0.005 0.001 0.013 0.001 0.005
sd 0.003 0.006 0.003 0.003 0.002 0.001 0.002

Total N 15 15 15 15 15 15 15
mean 0.001 0.014 0.002 0.005 0.011 0.002 0.002
sd 0.004 0.008 0.005 0.005 0.004 0.003 0.002

Table 3: Characterization of groups after the cluster analysis using marginal effects of probit
regression of the dependent variable over a time variable. Groups are aggregated using the
Ward’s method.

The largest group collects countries from continental western Europe and Japan. These

are countries experiencing an overall moderate, but positive evolution of all relational SC

proxies (see figures 2, 3 and 4). Among these, Belgium, France, Japan, Italy and Netherlands

experienced on average an yearly growth of 1.3% ofmembership in putnamian groupsand

0.9% forunpaid voluntary workin putnamian associations. The evolution oftrust in othersis

more modest and, in some cases, it follows specific patterns:1) it has a reversed-U shape for

Italy and Netherlands. In the first casetrustgrew up until 1990 and then it smoothly decreased,

while it strongly reverted after 2000 in Netherlands; 2) it is negative for France and Japan (-

0.09% per year). The latter country deserves further attention as the wave by wave trends

differ substantially once I include control variables. Indeed, the wave by wave variations are

barely significant and very close to zero, but when controlling for socio-demographic variables,

these variations turn to be very significant and the trend deeply negative. Something similar

happens also for remaining variables concerning Japan, butin this case with positive evolution

over time (see fig. 26 on page 47 in the Appendix). In particular, France and Japan report an

increase inmembershipandunpaid voluntary workin putnamian groups of about 1.3% and

0.8%, respectively. These coefficients are in line with those for other considered European

countries. Beside France and Japan, countries in this groupexperience an average growth

of trust in othersof about 0.1% per year. Finally, trends ofmembershipin putnamian and
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olsonian groups have a reversed-U shape, growing until 1995- 2000 and then decreasing (see

fig.30 on page 51 in the Appendix).
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−0.010 −0.005 0.000 0.005 0.010

trust in others

Figure 2: Marginal effects with relative± 2 standard errors of the “time” coefficient of trust
in others.

In the same group, but more isolated, stand out Spain, Ireland and Germany. The first two

countries experienced a more pronounced drop than France intrust in others(-0.3% yearly)

and very modest, but negative trends of bothmembershipandunpaid voluntary workin olso-

nian groups and associations. These two countries are characterized by increasing, but lower

than the European average, trends of participation and voluntary work in putnamian groups

and associations (see fig.32 and fig.34 on pages 53 and 55, respectively).

Germany represents a more specific case because from 1990 onward it experienced a

stronger decline in participation and voluntary work in olsonian groups and association than

the other European countries (-1.2% and -0.2% per year respectively). In the same period,

Germany experienced an overall increase in all other proxies of relational SC (see fig.36 on

pages 57).

It is worth highlighting that both Spain and Germany show high variations over time: Span-
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Figure 3: Marginal effects with relative± 2 standard errors of the “time” coefficient of mem-
bership in putnamian and olsonian groups.

ish trends ofmembershipandunpaid voluntary workare decreasing between 1980 and 1990,

turn positive by mid ’90s, revert again until 2000 and finallythey turn positive again by 2005.

Trust in othersfollow the same pattern, but this time the trend ends up beingnegative (see

fig. 34 on pag. 55); Germany is following almost the same pattern with the difference that in

this case observations start in 1990 and, exceptingmembershipandunpaid voluntary workin

olsonian groups, all trends end up being positive (see fig. 36on pag. 57).

A second well-defined group includes four Scandinavian countries: Denmark, Finland,

Sweden and Norway. These northern European countries experienced the strongest increase

in trust in other (0.4%) (see fig. 2 on page 19),membership(2.5%) (see fig. 3 on page

20) andunpaid voluntary work(1.3%) in putnamian groups and associations (see fig. 4 on

page 21), while all other proxies of relational SC are positive and in line with the trends of

other European countries. Relational SC trends for Scandinavian countries are also specific

because involvement inputnamiangroups or associations grew much more than involvement

in olsonianones (see figures 3 and 4 on pages 20 and 21), while in the rest ofconsidered
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Figure 4: Marginal effects with relative± 2 standard errors of the “time” coefficient of unpaid
voluntary work in putnamian and olsonian groups.

countries trends of the two groups are very close to each other.

Among this group of countries Finland stands out as the only one characterized by mono-

tonic positive trends of relational SC. All other countriesare characterized by growing trends

until mid ’90s, but, from this point onward, their trends flatten (see fig. 18 on pag. 39 14 on

pag. 35 16 on pag. 37).

Finally, A third cluster is formed by Australia, Canada and Great Britain. This group of

countries is characterized by the strongest negative trends of trust in others(-0.4%) (see fig.

2 on page 19) of the all sample and by positive trends of involvement in putnamian groups

(1.2%) (see fig. 3 on page 20) and voluntary organizations (+1.5%) (see fig. 4 on page 21).

Also in this case, overall trends hide some more specific variations across waves.

To start with, the negative australian trend oftrust in othersreverts after 1995 although

its variation in 2005 is still negative and weakly significant. All other Australian relational

proxies grow up until mid ’90s and then they slightly revert (see fig.10 on page 31).
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Canada is basically characterized by positive monotonic trends except formemberhsip in

olsonian groupswhose trend flattens after 2000 (see fig.8 on page 29). Finally, Great Britain

stands out as an exception: notwithstanding its overall positive trends of relational SC, trends

of membership in groups and associationsappear to be decreasing until 2000, strongly revert-

ing and turning positive by 2005 (see fig.12 on page 33).

5.2 Non relational social capital trends

Trends of confidence in institutions are more mixed both across variables and countries. Nonethe-

less, some general trends arise quite clearly. Results suggest that during last twenty-five years

citizens from almost all considered countries have persistently lost confidence in thejudicial

system, religious institutions, parliamentandcivil service. At the same time, respondants in

11 out of 15 countries reported an increase in their confidence inarmyandpolice.

There are only few countries excepting this rule. The first one is Italy having experienced

a substantially improvement of confidence in almost all considered institutions. Trends are

steadily growing for confidence inreligious institutions, civil services and labor unions; they

are U-shaped for confidence inarmed forces, police, educational and judicial systemreaching

their negative peak in 1990s and then slightly reverting; finally, confidence inparliament, ma-

jor companies and pressrevert during 1990s (see fig. 29 on page 50). The second exception

is Great Britain showing declining trends for every considered proxy of confidence in institu-

tions: only confidence inreligious institutionsand injudicial systemare reverting after 2000

although staying negative (see fig. 13 on page 34).

Summing up, despite some peculiarities and a mixed pattern regarding confidence in in-

stitutions, results suggest that, between 1980 and 2005, Australia, Canada, Japan and western

Europe experienced an improvement of their endowments of SC, in particular of relational SC.

When compared with other countries, Great Britain comes outas the biggest exception since

its positive patterns are the result of a strong reversal taking place around 2000. Up to that

year, almost every proxy has been decreasing.

5.3 Social capital and subjective well-being

Results on trends of various proxies of SC across several western and developed countries con-

vey a framework in which relational SC increases between 1980s and the second half of 2000.

22



As reported, some specificities arise, but overall present results suggest that the evolution of

SC across the considered countries is positive and quite different from what documented for

US (Putnam, 2000).

Regressions about trend of SWB in the same countries confirm asimilar pattern. In fact,

SWB - as proxied by reports on individual happiness, increases in every considered country.

The group of Anglosaxon countries is worth mentioning. Indeed, happiness in Australia fol-

lows an inverted-U shaped pattern increasing up to 1995 and subsequently it turns negative

with a net negative trend; well-being in Great Britain is declining until the second half of

1990s. From that point onward, the trend reverts turning positive; finally, Canada shows a

decline reverting only after 1990 and a flattening of the trend from 2000 onward. Also in this

case the overall trend is positive.

Previous results are confirmed wheneverlife satisfactionis substituted forhappinessas a

proxy of well-being. Indeed, trends of these two variables follow very similar patterns in Den-

mark, Ireland, Netherlands, France, Belgium and Spain (seefig. 5 and fig. 6 for correlations of

long term and short term variations of life satisfaction andhappiness variables, respectively.).

Trends for Italy and Norway are positive as well although theevolution oflife satisfactionin

Italy slightly decreases after 1990, while it follows a U-shaped curve in Norway.
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Figure 5: Correlation of long term variations of life satisfaction and happiness.

For what concern Finland, Germany and Great Britain, overall trends of eitherhappiness

or life satisfactionare not significant, while trends wave by wave report similarand significant

23



"australia"

"australia"

"australia"
"belgium"

"belgium"
"belgium"

"canada"

"canada"

"canada"
"canada"

"denmark"

"denmark"
"denmark"

"finland""finland"

"finland"
"finland"

"finland"

"france"

"france"

"france"
"france"

"germany""germany"
"germany""germany""ireland""ireland"

"ireland"
"italy"

"italy"
"italy"

"italy"

"japan"
"japan"

"japan"

"japan" "japan"

"netherlands"

"netherlands"
"netherlands"

"netherlands"

"norway"
"norway""norway"

"norway"

"spain"

"spain""spain" "spain" "spain"

"sweden"

"sweden"
"sweden"

"sweden"

"sweden"

"great britain"

"great britain"

"great britain"

"great britain"

−
.4

−
.2

0
.2

.4
pe

r 
w

av
e 

va
ria

tio
n 

of
 h

ap
pi

ne
ss

−.5 0 .5 1
per wave variation of life satisfaction

per wave variation of happiness Fitted values

Figure 6: Correlation of short term variations of life satisfaction and happiness.

patterns for the two variables in both countries. In particular, trends for Great Britain are

consistent and declining up to the end of 1990s. From that time onward, bothhappinessand

life satisfactionrevert and tend to become positive.

Sweden, Canada and Japan are the only cases out of 15 countries in which the trends of

the two proxies of well-being are not concordant: in these three caseshappinesstrends are

increasing, whilelife satisfactionis declining. It is worth highlighting that in case of Canada,

trends forlife satisfactionare not significant, while trends wave by wave for Japan reveal that

life satisfactiondeclined.

Overall, these results confirm previous finding from the literature: 1) trends of SWB

over time differ across countries; 2) the evolution of relational SC and SWB proxies are

consistent(Stevenson and Wolfers, 2008, Sarracino, 2010a, Bartolini et al., 2009). In this case,

the availability of a new wave of data, besides enlarging theavailable sample of countries and

time span, points out that SWB and SC trends are highly correlated also in the short term (see

fig. 7 for cross-countries comparisons of short term variations of SWB and SC proxies.).

6 Conclusions

The aim of present study was first to point out trends of socialcapital for some of the most

developed world economies checking whether the US negativetrends of SC are common to
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Figure 7: Cross-countries correlations of short term variations of SWB and SC proxies.

modern and richer societies or rather they are a characteristic feature of only some of them.

The second aim of this work was to search for evidence to support the thesis that SC trends can

help to explain SWB trends over countries. In this way SC gains a new relevance: it is not only

a general feature enhancing economic efficiency. It is an important correlate of people’s well-

being. If present thesis will find further support, SC could play a central role in the definition

of policy agendas aimed at improving quality of lives in developed countries.

Using different regression techniques, following the nature of dependent variables, I as-

sessed the trends of several proxies of SC for each considered country in the period be-

tween 1980 and 2005. Following a broadly accepted approach in the literature (Paxton, 1999,

Costa and Kahn, 2003), I used the following variables:trust in individuals, membership ed

unpaid voluntary workin eighteen different voluntary organizations andconfidencein ten in-

stitutions. Results are quite innovative for at least two reasons. First, contemporary literature

largely focused on trends in USA. This is mainly due to the fact that for USA there exist large

data-bases allowing such analyses for longer periods of time (for example the US GSS). Sec-

ond, when compared to the debate on the Easterlin paradox, myresults suggest that we can

not discard the hypothesis that trends of SC are an importantdeterminant of trends of SWB.

Nonetheless, I stress that in present work I am not performing a causal analysis, rather I am
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assessing SC and SWB trends noticing that in each country signs of SC trends are concor-

dant with signs of SWB trends. If such evidence would be supported by future research on

causal relationship, we could say that USA do not represent a“puzzling outlier” since “income

growth is desirable as far as it is not associated with a deterioration of SC.”22 For the time be-

ing, the question whether SC trends can help to explain SWB trends remains open and asks

for further and deeper research.

Summarizing, my findings are the following:

1. Trends of relational SC in Australia, Canada, Japan and western Europe are generally

positive;

2. Between the beginning of 1980s and the second half of the 2000s, people’s confidence in

the judicial system, religious institutions, parliament and civil service in all the consid-

ered countries has been declining. The only exception is Italy, whose trends are mainly

positive. Nonetheless, also in that case there are some changing signs starting from

1990s;

3. trends of relational SC are positively correlated with trends of the two most common

proxies of SWB: happiness and life satisfaction. This relationship holds in 14 out of 16

countries. Thus, the hypothesis that SC trends can help to explain SWB trends can not

be rejected.

Further two more general aspects arise from present work. The first one is that in many

of the considered countries, the end of 1990s represent turning point. Indeed, many trends

change or even revert in this period probably reflecting somedeeper phenomena affecting

western societies in that period. A second interesting point is that SC changes over time even

in a relatively short term. This suggests that SC is not crystallized, but actually it is possible

to affect it with proper policies. In other words, if trends of SC are correlated with trends of

SWB, it is possible to pursue higher quality of life by enacting proper pro-SC policies.

Concluding, present research shows that some of the richestand more modern societies

in the world are following different patterns from the American one in terms of both SC and

SWB. While the crisis of the confidence in some institutions seems to be widespread, present

22Bartolini et al. (2008, p. 26)
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study shows that SC and SWB in richer countries are not deemedto erosion or stagnation.

Differences in trends within the sample of considered countries, suggests that the quality of

the development process matters in determining both SC and SWB. The evidence I provided

shows that Scandinavian countries rank better than other European and Anglosaxon countries

in terms of evolution of social relationships and well-being.

Nonetheless, it is worth being prudent since these figures need further investigation simply

providing evidence of correlations among trends. For the time being, present results push

future research in two main directions: 1) to enlarge present research to discover trends for

other countries; 2) to investigate why US is experiencing such different trends. Which forces

pushed toward an increasing erosion of SC in US? 3) Why did thetrend of SC and SWB in

some countries radically revert after 2000? 4) Do SC trends explain SWB trends in Europe?
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7 Appendix: figures
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