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Abstract

This paper offers elaborate analyses regarding the effects of social- as well as institutional
trust as parts of social capital on subjective well-being (SWB) by using data from the Euro-
pean Social Survey, including 36 countries and eight time-points between 2002 and 2016.
We analyze (1) The development of trust and SWB on the aggregate level; (2) The effect of
trust on SWB on the individual cross-sectional level; and (3) The longitudinal and cross-
sectional effect of trust on SWB on the aggregate level while considering control variables
based on previous research. We observe a weak positive trend regarding social trust as well
as SWB over time, but no significant change in institutional trust. However, trends are far
from homogeneous across countries. In accordance to previous studies, we find a positive
effect of social trust on SWB. This effect holds on the individual cross-sectional level for
every participating country, but also on the longitudinal level. In view of institutional trust,
we see a positive effect on SWB on the individual and aggregate cross-sectional level,
but not over time. Thus, this study particularly sheds new light on this relation, indicat-
ing that it’s cross-sectional relation is due to confounding variables. Moreover, we observe
no relation between economic growth and SWB after controlling for unemployment, but a
positive effect of decreasing unemployment and inflation on SWB. Our data suggests that
establishing an environment with high social trust across Europe would be rewarded with a
happy society.
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1 Introduction

One important goal for the society as a whole is to increase happiness and well-being.
Until recently, the gross domestic income of a country was considered as the major indi-
cator for a good quality of life (Oishi and Schimmack 2010). This economic view relies
on the assumption that higher prosperity automatically leads to higher utility and that all
members of society profit from a country’s affluence to a similar extent. Today, more and
more researchers as well as politicians take a more straightforward path and use subjective
indicators, mainly collected through surveys, to measure quality of life (Diener et al. 2015).
This approach focuses upon individual s appraisals of their own life. The most prominent
indicator for this purpose is subjective well-being (SWB), which is composed of positive
affect, the lack of negative affect, happiness and life satisfaction (e.g. Diener et al. 2012).!

On the individual level, various key aspects have been identified which promote SWB,
like the family status (being married), the state of health, social inclusion (many social
contacts), income etc. (Dolan et al. 2008; Puntscher et al. 2015). On the country level,
there is still a controversial debate on the 45-year-old Easterlin paradox (1974), on the the-
sis that an increase in a country’s gross domestic product does not increase SWB in the
long run. According to the paradox, prosperity gains do not foster happiness once a country
has achieved a certain degree of affluence (Easterlin et al. 2010; Easterlin 1974).

In the last decade, there has been growing interest in the relation of trust as part of social
capital and SWB. Social capital has proven to be one of the key drivers for high SWB,
both on the individual (e.g. Bartolini et al. 2013b; Helliwell and Huang 2011; Helliwell
and Putnam 2004) and aggregate level (e.g. Bjgrnskov 2008). Originally described as the
individual resources that one receives from the possession of a durable network by Bordieu
(1986), various scholars contributed different definitions of social capital (e.g. Coleman
2000; Putnam 2001), leading to a vague and abstract perception of this concept (see Bjgrn-
skov and Sgnderskov 2013). However, more and more researchers agree on the multidi-
mensional nature of social capital, consisting of at least three distinct dimensions, namely
(1) networks (e.g. informal relationships, volunteering, organizational memberships, ...);
(2) norms (e.g. shared norms, civic values, ...); and (3) trust (e.g. social trust, institutional
trust ...) (e.g. van Oorschot and Arts 2005).

This paper focuses upon on the impact of social as well as institutional trust on SWB
from an individual cross-sectional as well as an aggregate cross-sectional and longitudinal
perspective considering survey data from 35 European countries and Israel. Social trust, on
the one hand, is the touchstone of social capital as it reflects generalized reciprocity. “I'11
do this for you now, without expecting anything immediately in return and perhaps without
even knowing you, confident that down the road you or someone else will return the favor”
(Putnam 2001: 134). The core idea behind this effect is that social trust fosters social cohe-
sion. Social networks among family, friends, colleagues at work and in the neighborhood
give people a feeling of security, even to people who themselves are not part of the net-
work; thus “social networks have value” (Helliwell and Putnam 2004: 1436).

Institutional trust on the other hand is conceptually distinct from social trust as it
includes trust in governments, political authorities or other social institutions. High
institutional trust can also foster SWB as a subjective measure of the quality of regional

! The concept of happiness and life satisfaction though are not identical; survey questions differ from each
other and research has shown that the correlation of both aspects varies across countries (Ortiz-Ospina and
Roser 2017).
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institutions, preventing to feel powerless and helpless within the society (Kroll 2008).
From a functionalistic perspective, trust in institutions has an essential complexity reducing
effect since individuals delegate responsibility and by this decrease transaction costs (e.g.
Benz 2002: 275). Cultural theorists argue that trust in the state can be achieved through
“knowing the basic idea or good of an institution” and “its constitutive rules, values, and
norms” (Warren 1999: 6-7). If institutions stick to the prevailing norms, make fair prom-
ises, prove to be reliable and offer participation, citizens will trust in them. Finally, also
trust in institutions might contribute to a feeling of certainty and security that have a posi-
tive impact on the quality of life.

Although multiple studies found a robust relation between social as well as institutional
trust and SWB on a cross-sectional level, longitudinal country-comparative analyses show
ambivalent results and in many cases too small numbers of dates in order to provide mean-
ingful results. In addition, findings from single-case analyses or a small number of coun-
tries are hard to generalize. For this reason, we extent previous research to get a deeper
understanding about the relationship between trust and SWB. We use the European Social
Survey (ESS), which allows analyzing these relations on the individual level but also over
time on the aggregate level using eight waves from 2002 to 2016 (2004, 2006, 2008, 2010,
2012, 2014). In this period, most of the European countries were hit hard by the conse-
quences of the global financial crisis, which lead to an economic downturn, increasing
unemployment and sovereign debt crisis. In particular, Southern and Eastern European
countries faced far-reaching economic and social losses. Moreover, disenchantment with
politics has increased in many western countries (Dalton and Weldon 2005). Against this
background, the paper addresses the following research questions:

(1) How did subjective well-being and social as well as institutional trust change in Euro-
pean countries from 2002 to 2016?

(2) How does trust affect subjective well-being in Europe in this period from a cross-
sectional perspective?

(3) How do changes of trust influence shifts in Europeans’ subjective well-being?

First, we will briefly introduce a review about previous studies in this research field. We
focus on (a) time trends of well-being, social and institutional trust, (b) the cross-sectional
relation between trust and SWB and (c) findings from longitudinal analyses. The subse-
quent section on methods and data describes the European Social Survey and the additional
macro-data (e.g. GDP per capita, inflation and unemployment rate) used for our analyses
as well as the coding of our variables. The results section starts with the overall change of
subjective well-being and social as well as institutional trust, followed by cross-sectional
analyses on the impact of trust on SWB and an extensive longitudinal analysis. Additional
analyses can be found in the supplementary material. Discussion of the results and conclu-
sions close the paper in the last section.

1.1 State of Research

This section deals with the international state of research on (a) time trends of subjective
well-being, social and institutional trust, (b) the cross-sectional relation between trust and
SWB, and (c) the longitudinal relation between trust and SWB.

(a) Time trends of SWB as well as social and institutional trust
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According to data from the World Values Survey, self-reported happiness has increased
in the majority of countries in the last decades, also the Eurobarometer reports long-term
trends of rising life satisfaction since the 1970s for European countries (Ortiz-Ospina and
Roser 2017). Overall, life satisfaction is highest in the more affluent countries and still ris-
ing in most western countries (Veenhoven 2014) as well as in European transition coun-
tries (Bartolini et al. 2017).

The development of social as well as institutional trust though is more ambivalent.
For the US, there is a sharp decrease in social trust between 1960 and 2000 (Putnam
2001), between 1975 and 2004 (Bartolini et al. 2013a) as well as between 1972 and 2012
(Twenge et al. 2014). The main reason for this decline is rooted in cohort effects, mean-
ing that younger cohorts are in general less trustful than older cohorts (Putnam 2001: 141;
Schwadel and Stout 2012). For Europe on the other hand, Sarracino (2012) found a posi-
tive trend in Sweden, Norway and Denmark, but a negative trend for Great Britain, France,
Spain and Ireland between 1980 and 2005. For the time-period of 1990-2012, Sarracino
and Mikucka (2017) noticed similar patterns, with a rise in social trust for Scandinavian,
Baltic and Western countries, but a decrease in Mediterranean, Anglo-Saxon and many
post-communist countries in Eastern Europe. Additionally, Bartolini et al. (2017) exam-
ined the development of social trust for European transition countries, and found a positive
trend from 2002 to 2008.

As far as trust in a country’s institutions is concerned, Bartolini et al. (2013a) observed
a decline for the US between 1975 and 2004, while Sarracino (2012) found a mixed pattern
for Australia, Canada, Japan and Western Europe between 1980 and 2005, with increas-
ing trust in the army and police but decreasing trust in the judicial system, religious insti-
tutions, the parliament and civil service. Sarracino and Mikucka (2017) obtained similar
results for European countries from 1990 to 2012, with a growing trust in public services
and armed forces, but decreasing trust in political institutions. Analyses of Eastern Euro-
pean countries show a rather complex pattern, an increase of trust in political institutions
shortly after the collapse of communism and again a decrease in the late 1990s (Mishler
and Rose 2001: 41f). However, overall scholars state in particular for Eastern Europe that
“there is no consistent pattern of change, but rather a lot of fluctuations up and down”
(Mishler and Rose 2001: 125).

(b) The impact of trust on subjective well-being across countries

Multiple studies showed a robust relation between social trust and subjective well-
being in North America (e.g. Helliwell and Putnam 2004), Europe (e.g. Portela et al. 2013;
Puntscher et al. 2015; Rodriguez-Pose and von Berlepsch 2014) and all over the world (e.g.
Calvo et al. 2012; Helliwell and Putnam 2004; Kroll 2008) on the cross-sectional level.
To avoid endogeneity problems in cross-sectional data, multiple studies used instrumental
variables and still found a positive effect of social trust on life satisfaction (Growiec and
Growiec 2014) and happiness (Koruki 2011).

Besides the prominent role of social trust for a happy live, previous research found a
positive effect of institutional trust on SWB in Europe (Hudson 2006; Portela et al. 2013;
Puntscher et al. 2015; Rodriguez-Pose and von Berlepsch 2014), Canada (Leung et al.
2011), South America (Macchia and Plagnol 2018) and Russia (Mironova 2015) by using
cross-sectional data. Kroll (2008) on the other hand detected no relation between institu-
tional trust and life satisfaction according to data from the World Values Survey for 72
nations worldwide.
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(c) The impact of trust on subjective well-being across countries and time

Since cross-sectional data are prone for omitted confounding variables, several studies
used longitudinal data to analyze the relation between the change in social capital and the
change in subjective well-being over time. Using this technique, studies showed a posi-
tive relation between social trust and subjective well-being in the US (Bjgrnskov 2008), in
Western European countries (Bartolini and Sarracino 2014), in European transition coun-
tries? (Bartolini et al. 2017), in China (Bartolini and Sarracino 2015) and all over the world
(Helliwell et al. 2018; Mikucka et al. 2017). Besides social trust, Bartolini et al. (2013a)
as well as Helliwell et al. (2018) analyzed the relation between trust in various institutions
and SWB. Bartolini et al. (2013a) found a positive effect in the US while Helliwell et al.
(2018) discovered a positive effect in Europe. Both studies, however, relied on single items
while Bartolini et al. (2013a) only included two time-points.

By analyzing Western countries over time, Sarracino (2010, 2012) found concordant
trends in social trust as well as trust in certain institutions and SWB. For Europe, Sarracino
(2014) discovered positive trends in social trust and trust in certain institutions, accom-
panied by a negative trend in SWB. However, these analyses remained on a descriptive
level without considering control variables and again relied only on single items to meas-
ure institutional trust.

1.2 This Study

In order to overcome the weaknesses of previous studies, it is important to analyze the
relation between subjective well-being and trust by using as many time points as possible
and to limit the analysis on European countries that share a common history and culture.
Since most studies rely on data from the US-American General Social Survey (GSS) and
the World Values Survey (WVS), we introduce the European Social Survey (ESS) to rep-
licate and extend previous research in this field. Using this survey, Biinger (2010) found a
positive relation between social inclusion and life satisfaction whereas Hooghe and Van-
houtte (2011), Lopes et al. (2014), Portela et al. (2013) as well as Rodriguez-Pose and von
Berlepsch (2014) discovered a positive relation between social capital and subjective well-
being on the cross-sectional level.

Three studies used the ESS for longitudinal analysis, examining the relation between
social trust and SWB for Europe as a whole (Helliwell et al. 2018; Bartolini and Sarracino
2014) and European transition countries only (Bartolini et al. 2017). Although those stud-
ies substantially contributed important insights, they did not account for control variables
except GDP growth nor examined the relation between institutional trust (as one unique
factor) and SWB. With the exception of Mikucka et al. (2017) who analyzed the WVS,
previous studies using aggregate longitudinal data did not distinguish contextual effects
between countries, which result from different levels in trust and subjective well-being, and
within effects resulting from the change in trust and subjective well-being, leading to one
parameter for two distinct effects (see Bell et al. 2018). Thus, we analyze both effects of
social as well as institutional trust on subjective well-being.

2 This relation holds for the medium run (4—6 years) but not for the short run (2 years).
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Table 1 Items from the European social survey questionnaire capturing subjective well-being as well as
social and institutional trust

Items Construct
1. Taking all things together, how happy would you say you are? Subjective
2. All things considered, how satisfied are you with your life as a whole nowadays? Well-being

3. Generally speaking, would you say that most people can be trusted, or that you can’t ~ Social trust
be too careful in dealing with people?

4.Do you think that most people try to take advantage of you if they got the chance, or
would they try to be fair?

5. Would you say that most of the time people are helpful or mostly looking out for
themselves?

Please tell me on a score of 0—10 how much you personally trust each of the institutions  Institutional trust
I read out. Firstly...

...[Country]’s parliament?

... The legal system?

...Politicians?

... The European Parliament?

... The United Nations?

... The police (excluded due to low factor loading)

wokw

2 Method

For our study, we use the European Social Survey (ESS). The ESS is conducted every
2 years via face-to-face interviews and consists of a core module and a rotating module,
which varies every 2 years. In the first round, which took place in 2002, 22 countries par-
ticipated in the ESS. Fifteen took part in every round since then; four more skipped not
more than one round. A total of 36 countries conducted the survey at least once with two
more countries (Montenegro and Serbia) following in 2018. In total, the ESS dataset con-
sists of 393.495 individuals nested in 36 countries and eight time-points. The core module
of the ESS contains sociodemographic variables as well as items to measure trust and sub-
jective well-being.

2.1 Subjective Well-Being (SWB)

Subjective well-being consists of an affective and a cognitive aspect whereas affective
components are captured in the measurement of happiness while life satisfaction provides
information about the cognitive component (Diener et al. 2012). The ESS contains one
item to measure happiness and one item to measure life satisfaction (see Table 1), both
on a 11 point-scale ranging from “0” (extremely unhappy/dissatisfied) to “10” (extremely
happy/satisfied). Since both questions measure one distinct aspect from the same latent fac-
tor (see Diener and Ryan 2009), we compute the mean of both questions as a measure
of subjective well-being. The internal consistency of subjective well-being reaches Cron-
bach’s a=0.83. We additionally conducted our analysis separately for both items. If these
results vary, we mention it as footnotes or note to the table, otherwise the direction and
significance are the same for happiness and life satisfaction with similar effect sizes.
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2.2 Trust

The ESS contains three questions to measure social trust as well as six items to measure
institutional trust which are part in every survey wave (see Table 1). We performed a main
axis factor analysis with varimax rotation for every ESS round as well as confirmatory
factor analyses for every ESS round separate for each country to investigate the under-
lying factors. According to explorative factor analysis, the three items to measure social
trust form one factor with factor loadings of at least 0.61. The remaining items measuring
institutional trust form one distinct factor as well, although the item “trust in the police”
yielded low factor loadings at every time point, ranging from 0.55 to 0.67. After the exclu-
sion of this item factor loadings reached at least 0.64. In accordance, the findings from con-
firmatory factor analysis also show a better model fit when excluding “trust in the police”.
Comparative Fit Index is higher in all countries, although the index reaches the minimum
level of 0.9 in most countries also before the exclusion of trust in the police.’®

2.3 Control Variables

We analyze the ESS on the individual as well as on the aggregate level. On the individual
level, we control for sex, marriage, age, age square, education, household income, place of
residence, unemployment, social contacts, social activities and subjective health. We use
dummy variables to measure sex (1 =female), marriage (1 =married), education (primary
education or below, lower secondary education, upper secondary education, post-second-
ary education non-tertiary education and tertiary education), place of residence (big city,
suburbs, town, village, countryside) and unemployment (1 =unemployed). Since the sur-
vey question regarding household income changed between the third and fourth ESS round,
we use “feeling about household’s income nowadays” with a four point likert-scale ranging
from “l1—Iliving comfortably on present income” to “4—finding it very difficult on present
income” as proxy for household income. Social contacts (“How often do you meet socially
with friends, relatives or work colleagues?”), social activities (“Compared to other people
of your age, how often would you say you take part in social activities?”’) and subjective
health (“How is your health in general?”) are all measured with scales from 1 to 5 or 1 to
7. For better comparison, we rescale these items to 0—10 (whereas higher scores represent
higher household income, more social contacts and activities and better subjective health).

On the aggregate level, we control for the log, of GDP per capita in US dollar, the infla-
tion and unemployment rate in % (source: World Bank). We additionally include the level
of income inequality after taxes and transfers in the models by using the Gini coefficient
from the Standardized World Income Inequality Database (SWIID; Solt 2019). The SWIID
theoretically reaches from 0 to 100, albeit higher values mean that the incomes are distrib-
uted more unequally in a society.

3 The factor solution shows some weaknesses in single countries at some time points. Root Mean Square
Error of Approximation>0.05 in France in 2002 and 2004, in Great Britain in 2006, in Sweden in 2002,
2004 and 2006, in Turkey in 2008, and in the Ukraine in 2006, 2008, 2010 and 2012.

Because some countries are members of the European Union and other’s not we also calculated models
without the item “trust in the European Union”. However, the fit of the models was distinctly lower in the
vast majority of countries so that we kept the item for the ongoing analyses.
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2.4 Procedure/Model

To reach the full potential of the dataset, we proceed our statistical analysis in three
distinct steps. First, we use a latent growth curve model to analyze the changes of sub-
jective well-being and trust in Europe from 2002 to 2016. Subsequently, we analyze the
relation between trust and subjective well-being. We start this analysis on the individ-
ual level with a pooled cross-sectional multilevel regression analysis including all eight
waves from the ESS. As a last step, we use a repeated cross-sectional design to analyze
the longitudinal as well as cross-sectional relation between trust and subjective well-
being on the aggregate level (see Fairbrother 2014).

Since micro- and macroeconomic predictors show different effects on SWB for less
developed transition countries compared to developed countries (Bartolini et al. 2017;
Howell and Howell 2008; Nikolova 2016; Rodriguez-Pose and von Berlepsch 2014)
despite different SWB levels per se (Ortiz-Ospina and Roser 2017), we additionally con-
ducted separate analyses for developed and former socialist transition countries. The
country group “developed countries” includes Switzerland, Denmark, Finland, Great
Britain, Ireland, Spain, Portugal, Italy, Cyprus, Luxembourg, Iceland, Netherland, Nor-
way, Sweden, Austria, Belgium, France, Germany, Greece and Israel. “Transition coun-
tries” include Slovenia, Albania, Bulgaria, Romania, Russia, Slovakia, Turkey, Ukraine,
Kosovo, Croatia, Hungary, Poland, Czech Republic, Estonia, Lithuania and Latvia.

For descriptive statistics as well as the latent growth curve models, we only include
countries with at least seven time-points since the trends would be distorted otherwise.
This resulted in a total of 19 countries (Austria, Belgium, Switzerland, Czech Republic,
Germany, Denmark, Estonia, Spain, Finland, France, Great Britain, Hungary, Ireland,
Netherlands, Norway, Poland, Portugal, Sweden, and Slovenia), leading to a total of 148
observations. Since this sample only includes five transition countries, we do not differ-
entiate between country groups.

For the repeated cross-sectional design, we rely on the “within-between random
effects” model as described by Bell and Jones (2015) and Bell et al. (2018). This model
allows examining the relation between trust and subjective well-being in two different
ways. First, we can estimate how the change in trust over time relates to subjective well-
being across countries. Second, we can estimate the contextual effect of trust on subjec-
tive well-being by examining the relation for the mean score in trust across all time-
points for each country with subjective well-being.

Since omitting random effects could lead to biased results in our multilevel models
(Bell et al. 2018) but including all parameters could result in overfitting (Hawkins 2004),
we use goodness of fit indicators (AIC, BIC) to compare different models which include
different random effects (intercepts and slopes) as proposed by Hox et al. (2017: 38).
In this stage, we do not use restricted maximum likelihood estimation (REML) since
it would not allow for model comparison. However, REML provides robust parameter
estimations for multilevel modelling (Hox et al. 2017: 28) which is why we re-run our
final models (including the suggested random effects by our goodness-of-fit indicators)
and present them with REML estimations. To estimate explained variance in the mod-
els, we use marginal R? and conditional R? as proposed by Nakagawa and Schielzeth
(2013). While marginal R? reflects explained variance by fixed factors, conditional R?
reflects explained variance by the entire model (fixed + random effects).
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Fig. 1 Trends of subjective well-being from 2002 to 2016 across 19 European countries. The four catego-
ries are derived from the mean-index scaled from 0 to 10, albeit “extremely dissatisfied” reaches from O to
2, “dissatisfied” from 2.5 to 4.5, “satisfied” from 5 to 7 and “extremely satisfied” from 7.5 to 10

3 Results

We start our analyses with a descriptive overview of the trends of subjective well-being
as well as social and institutional trust in the selected European countries and Israel.
With a mean of 7.2-7.4, Fig. 1 shows high levels of subjective well-being across Euro-
pean countries and on average a positive trend from 2002 to 2016. In 2002, 89% of the
Europeans are satisfied or extremely satisfied with their lives; in 2008 we can find the
lowest level of satisfaction with 84% and in 2016 the highest level of satisfaction with
91%.

Figure 2 illustrates the changes of the central independent variables of social and insti-
tutional trust. With means of 4.6-5.5, average social and institutional trust are distinctly
lower than subjective well-being, albeit trust in others is more pronounced across Europe
than trust in various institutions. Taking into account the changes of social trust from 2002
to 2016, a positive linear trend is obvious, the mean increases from 5.3 to 5.5. In contrast,
institutional trust slightly decreases from 4.8 to 4.7 in this period and does not show a clear
pattern, since it is lowest from 2010 to 2014 but also in 2004. Overall, subjective well-
being as well as social and institutional trust though are rather stable across time, showing
only minor changes from 2002 to 2016 on average.

After depicting our descriptive data, we continue with the latent growth curve models,
examining how SWB and trust developed in Europe from 2002 to 2016 (see Table 2). We
analyzed the data both with a linear as well as with a quadratic time term. For the quadratic
effect, we use the orthogonal rather than the natural quadratic term to avoid a correlation
between the linear and quadratic time effect (see Mirman 2014). After the comparison of
different models with different goodness-of-fit indices, we included linear random slopes
in addition to random intercepts. Since we use the orthogonal rather than the natural quad-
ratic effect, we can interpret the intercepts as a mean across all time points (Mirman 2014).
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Fig.2 Trends of social and institutional trust between 2002 and 2016 across 19 European countries

Table 2 Development of subjective well-being and trust from 2002 to 2016 across 19 European countries

(latent growth curve models)

Subjective well-being

Social trust

Institutional trust

Estimate SE Estimate SE Estimate SE
Intercept 7.27%* 0.15 5.39%%* 0.18 4.67%** 0.18
Linear 0.15% 0.08 0.20%** 0.04 -0.12 0.11
Quadratic -0.05 0.04 —0.12%%% 0.03 —-0.03 0.05
Observations 148 148 148
o’ 0.03 0.02 0.05
Random intercepts 0.40 0.63 0.60
Random slopes—linear 0.09 0.02 0.17
AIC 15.6 —-54.4 103.8
BIC 36.5 -335 124.8
Df 7 7 7

Marginal R%conditional R?

0.8%/93.8%

1.0%/97.4%

0.3%/91.9%

After the comparison of different models with different goodness-of-fit indices (AIC, BIC), we included
random linear slopes in addition to random intercepts.*p <0.05, **p < 0.01, ***p <0.001

Corresponding to the descriptive results the mean level of SWB is 7.3 on a 0-10 scale
and thus higher than those of social- and institutional trust with means of 5.4 and 4.7 (see
Table 2). SWB shows a positive linear trend,* however, the variation between countries is
quite large. Nevertheless, despite Ireland (where SWB shows a negative trend), Germany

4 We obtain the same result for life satisfaction, but no significant increase in happiness.
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and Poland (where we see a significantly higher increase in subjective well-being com-
pared to the fixed effect and thus all countries combined), all remaining countries show
coefficients which do not differ significantly from the reported fixed effect of 0.15. This
result is in accordance to the findings of Alessi et al. (2018), who showed that Germany
and Poland suffered the least from the economic crisis while Greece, Ireland, Latvia, and
Croatia suffered the most. Unfortunately, our dataset only contains four time-points for
Greece (02', 04', 08’, 10"), two for Latvia (06’, 08") and two for Croatia (08’, 10") which are
not part of the latent growth curve model (see method section). During the economic cri-
sis, we see a distinct drop of SWB in Greece of — 0.2 points from 2004 to 2008 resp. — 0.7
points from 2004 to 2010. In Latvia, we observe a small decrease of —0.1 points in SWB
from 2006 to 2008 and Croatia shows a drop of —0.25 points from 2008 to 2010.

While social trust shows a significant positive linear trend, institutional trust does not
vary across time. A close look on different countries reveals that institutional trust shows
a positive trend in Norway and Sweden but a negative trend in Spain, Slovenia and Por-
tugal. Overall, as indicated by the random slopes, the development of institutional trust
across Europe is far from homogenous and strongly varies across different countries. If
we take a closer look on the countries which are most affected by the economic crisis in
terms of SWB loss (Alessi et al. 2018), we see no decline of social trust in Greece, Latvia,
and Croatia, but a drop of approximately -0.3 points in Ireland from 2008 to 2010. All
four countries, however, show a clear decrease in institutional trust during this period. In
Greece, institutional trust drops — 0.8 points from 2004 to 2008, and —2.1 points from
2004 to 2010. In Latvia and Ireland, we see a decrease of —0.4 points from 2006 to 2008
while Croatia shows a decline of —0.3 points from 2008 to 2010. Differences across coun-
tries regarding trends in SWB and trust are depicted in the Figures A1l to A3 in the supple-
mentary material.

We continue with the analysis regarding the relation between SWB and trust. At the
beginning, we use multilevel modelling to analyze the individual cross-sectional relation
between trust, our control variables and SWB by means of a pooled dataset including all
eight time-points of the ESS. Besides individual trust, we include aggregate trust for every
country and time-point as predictor variables to our models. We include random slopes
(between countries) for both trust variables in addition to random intercepts for countries
and ESS time-points. Moreover, we run separate models for developed countries and post
socialist transition countries (see Table 3). For the whole dataset, 18.2% of the variation in
SWB is due to differences across countries as described by the intraclass correlation (ICC).
This variation is higher in developed countries (10.5%) compared to former socialist tran-
sition countries (6.1%). Overall, our model explains 40.5% of variance whereas our fixed
effects explain 37.7%.

Regarding our control variables, many social contacts, high subjective health and high
household income are positively related with high SWB. Moreover, female, employed and
married respondents report higher SWB. Age on the other hand is negatively related to
SWB whereas age square is positively related, indicating a u-shaped relation. Higher edu-
cation shows a small positive effect on SWB in transition countries, but a small negative
effect in developed countries. Regarding our variables of interest, individual social and
institutional trust are positively related to SWB, in the whole sample as well as in transition
and developed countries. Moreover, aggregate social trust shows a particular high relation
with individual SWB compared to individual social trust, whereas aggregate institutional
trust shows a small negative, non-substantial relation with SWB.

Since we included random slopes for social as well as institutional trust in our model,
it is possible to analyze if the impact of individual social and institutional trust on SWB
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Table 3 The impact of social and institutional trust on subjective well-being (multilevel models)

Outcome Variable:Subjective well-being All countries Transition countries ~ Developed countries
Estimate SE  Estimate SE  Estimate SE
Intercept 1.12 0.14 1.34 021 0.79 0.66
Individual social trust 0.14 0.01 0.14 0.01 0.14 0.01
Individual institutional trust 0.11 0.01 0.16 0.01 0.07 0.01
Aggregate social trust 0.36 0.02 0.26 0.04 043 0.02
Aggregate institutional trust -0.05 0.01 -0.10 0.02 -0.02 (ns.) 0.01
Social contacts 0.07 0.00 0.06 0.00 0.07 0.00
Social activities 0.07 0.00 0.06 0.00 0.06 0.00
Subjective health 0.22 0.00 0.25 0.00 0.20 0.00
Age —0.04 0.00 -0.05 0.00 -0.03 0.00
Age? 0.00 0.00 0.00 0.00 0.00 0.00
Female 0.14 0.01 0.21 0.01 0.11 0.01
Married 0.49 0.01 048 0.01 048 0.01
Primary education or below (baseline)
Lower secondary education —0.06 0.01 0.06 0.03 —-0.04 0.01
Upper secondary education —0.08 0.01 0.04 (ns.) 0.03 -0.06 0.01
Post-secondary education -0.10 0.01 0.06 (ns.) 0.03 -0.09 0.01
Tertiary education -0.13 0.01 0.16 0.03 -0.19 0.01
Household income 0.19 0.00 0.22 0.00 0.17 0.00
Unemployed -0.43 0.01 -0.43 0.02 -043 0.01
City (baseline)
Suburbs —0.02 (ns.) 0.01 —0.01 (ns.) 0.03  0.02 (ns.) 0.01
Town 0.01 (ns.) 0.01 —0.01(ns.) 0.01 0.04 0.01
Village 0.06 0.01 0.00 (ns.) 0.01 0.12 0.01
Countryside 0.16 0.01 -=0.11 0.05 0.21 0.01
Observations 335,122 101,946 233,176
ICcC 18.2% 6.1% 10.5%
o’ 2.45 3.03 2.17
Random Intercepts 0.33 0.20 0.22
Random Slopes - Social Trust 0.001 0.001 0.002
Random Slopes - Institutional Trust 0.004 0.002 0.002
AIC 1,251,483 402,553 843,452
BIC 1,251,805 402,839 843,763
Df 30 30 30
Marginal R%/Conditional R? 37.7%140.5% 31.8%/34.6% 17.7%/67.7%

After the comparison of different models with different goodness-of-fit indices (AIC, BIC), we included
random slopes regarding social and institutional trust in addition to random intercepts. We additionally con-
trolled for time effects by adding random intercepts for every ESS round. All effects are significant on a
p<0.05 level with exceptions marked as non-significant (ns.)

We observe minor differences using “Happiness” and “Life satisfaction” as outcome variables

All countries: “Suburbs” is significant with “Happiness” as outcome variable

Transition countries: “Lower secondary school” is not significant with “Life satisfaction” as outcome varia-
ble, “Upper secondary-“as well as “Post-secondary school” are significant with “Happiness” as outcome var-
iable, “Countryside” is not significant with “Happiness” as well as “Life satisfaction” as outcome variables

Developed countries: “Aggregate institutional trust” is significant with “Happiness” as outcome variable
while “Suburbs” is significant with “Life satisfaction” as outcome variable
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varies between countries. The variation regarding social trust is low, coefficients range
from 0.06 to 0.21, whereas 34 of 36 countries (94%) show an unstandardized beta coef-
ficient between 0.12 and 0.21. For institutional trust we see more variation: Overall, Nor-
dic and Central European countries tend to show a weaker relation whereas Southern and
Eastern European countries show a stronger relation. Specifically, for Denmark, Iceland,
Estonia, the Netherlands, Belgium, Finland, Switzerland, Sweden, Norway, Israel, Slove-
nia, Austria, Poland, Great Britain and Italy, we see a positive relation between institu-
tional trust and subjective well-being ranging from 0.01 to 0.10. A stronger correlation
can be found in the Czech Republic, Portugal, Greece, Estonia, Romania, Russia, Albania,
Hungary, Latvia, Turkey, Lithuania, Ukraine and Bulgaria (with unstandardized beta coef-
ficients between 0.14 and 0.24). This result is in accordance to the stronger effect of institu-
tional trust on SWB for transition countries since this country group strongly overlaps with
Eastern European countries.

As a last step, we analyze the relation between trust and subjective well-being on the
aggregate level by using a repeated cross-sectional design. In the first model, we include a
dummy variable for transition countries in order to control for differences in SWB between
our two country groups. Further, we include our control variables log, of GDP per capita,
inflation, unemployment and income inequality (Gini coefficient). Step by step, we include
social trust and institutional trust in our models (see model 3 and 4 in Table 4). At the end,
we analyze differences between certain countries as well as between developed and transi-
tion countries.’ Besides the described control variables, we additionally included a group-
mean centered “ESS round” variable as well as it’s square in every model to control for
linear as well as quadratic time effects. The results are depicted in Table 4.

As we see, SWB is lower in transition countries compared to developed countries. In
accordance to the literature, this effect vanishes after including our control variables (see
Nikolova 2016, see model 2 to 5 in Table 4). Altogether, our models show a good fit. With
our predictor variables, we can explain between 72.5% (including macroeconomic control
variables) and 82.1% (including control variables and trust) of variance, whereas the full
models (including random effects) explain approximately 97% of variance. Further, we cal-
culated six additional models, each including just one of our six predictor variables (see
Table 5). This way we can estimate the unique effects of our variables on SWB. Log, of
GDP, social trust and institutional trust show the strongest effects on SWB by explaining
around 65% of variance each. Unemployment, inflation and income inequality (Gini) show
a noticeable smaller effect by explaining 20-34% of variance.’®

Despite this positive effect of economic growth (log, of GDP growth) on subjective
well-being (see Table 5), this relation vanishes and becomes insignificant after including
the remaining control variables (Table 4, model 2-5). For a better understanding, we run
the model again by first including log, of GDP and afterwards unemployment, inflation or
the Gini coefficient to our model (results upon request from the authors). This analysis indi-
cates that unemployment is the key mediating variable which leads to this vanished effect
of economic growth on subjective well-being. Further, we see that countries with a higher
log, of GDP report higher subjective well-being, and that a 1% decrease in unemployment

5 Separate analysis for developed and transition countries are depicted in Table A4 in the supplementary
material.

® We additionally analyzed the effect of corruption, but excluded this variable due to a high correlation
with GDP per capita. However, the effect of the Corruption Perception Index by means of data from Trans-
parency International on SWB explained 74% of the variance.
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(and inflation) leads to an increase of 0.04 (0.03) points in aggregate subjective well-being
(scale: 0-10) over and above economic growth, income inequality, social trust and institu-
tional trust. Income inequality on the other hand, measured by the Gini coefficient, is not
related to SWB. This is in accordance to previous literature (Di Tella et al. 2001; Lopes
et al. 2014; Ngamaba et al. 2018).

Regarding trust, we see that both growth-(within) and level-(between) effects of social
as well as institutional trust foster SWB. After we include both trust variables in model 5,
we see that only the growth effect of social trust and the level effect of institutional trust
remain significant. An increase of aggregate social trust by one point leads to an increase
in aggregate subjective well-being of 0.53 points over time. Increasing institutional trust
by one point, on the other hand, shows only a small, non-significant impact on aggregate
subjective well-being by an increase of 0.07 points. Therefore, increasing social trust leads
to an increase in SWB over time while an increase in institutional trust does not affect
SWB. Individuals who live in countries with a high level of institutional trust on the other
hand report higher levels in SWB. These findings shed light on previously reported ambig-
uous relations between institutional trust and SWB (Bartolini et al. 2013a; Kroll 2008).
Our analyses show a cross-sectional relation between institutional trust and SWB on the
individual and the aggregate level, but no relation over time on the aggregate level. This
implies that omitted confounding variables are the reason for the cross-sectional relations,
while institutional trust ceteris paribus does not affect SWB.

After we reported the general findings above, we will now move to differences between
single countries and country groups. First, we used interaction terms to examine differ-
ences between developed and transition countries but only detected one significant effect.
While economic growth does not affect SWB in transition countries (unstandardized beta
coefficient: —0.02, ns.), it shows a small negative effect on SWB in developed countries
(unstandardized beta coefficient: —0.18, p <0.05). Since the relation between the change
in social trust (within effect) and SWB substantially varies between countries as depicted
by the random slopes, we took a closer look at this relation for each country. Croatia is the
only country with a significantly lower effect of social trust growth on SWB with a nega-
tive unstandardized beta coefficient (—0.18). Italy, Turkey and Portugal on the other hand
show a significantly and substantially higher effect with unstandardized beta coefficients
around 1.40.

4 Discussion and Conclusion

The aim of this paper was to replicate and extent previous research about the relation
between social and institutional trust and subjective well-being. Overall, we analyzed how
trust and SWB developed in Europe from 2002 to 2016 and investigated the effect of trust
on SWB—on the cross-sectional individual and aggregate level as well as over time. We
used the European Social Survey (ESS) to answer these research questions, consisting of
survey responses from over 390,000 individuals nested in 36 countries within eight time
points.

Over and above the impact of trust and in accordance with previous studies, we found a
positive effect of decreasing unemployment and inflation on SWB on the aggregate level.
Therefore, our study confirms previous cross-sectional studies (Di Tella et al. 2001; Lopes
et al. 2014) which reported the same positive effects by using longitudinal data. In line with
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previous studies (e.g. Ngamaba et al. 2018), we found no effect of income inequality on
SWB. Nevertheless, previous research showed that income inequality has a negative effect
on life satisfaction inequality as well as on social trust (Graafland and Lous 2019), which
implies that reducing income inequality can be a desirable goal after all (see also Deem-
ing and Jones 2015: 277). Regarding economic growth, the Easterlin-paradoxon states that
economic growth only fosters subjective well-being in the short run but not in the long
run (10 years or more; Easterlin et al. 2010). Our results are in line with the Easterlin-
paradoxon since we found a positive effect of economic growth in the short run (2 years)
on subjective well-being without the consideration of control variables (see Table 5). After
controlling for unemployment, this effect vanished and remained small and insignificant
after including the remaining variables into our model. This result is in line with “Okun’s
Law”, a rule of thumb which states that increasing economic growth leads to a decreasing
unemployment rate (see Knotek 2007).

Contrary to previous literature (e.g. Mikucka et al. 2017), we found a negative effect of
GDP growth on subjective well-being after the inclusion of all control variables for devel-
oped countries in Europe. Since this subgroup represents homogeneous affluent countries,
this finding indicates not only a diminishing marginal utility of GDP, but rather a negative
effect of GDP growth at a certain level. This finding however is exploratory and is not of
major interest for our analyses. We thus encourage future research to further investigate the
effect of GDP growth on SWB in prosperous countries by using recent longitudinal data
and multilevel designs.

Regarding the development of trust and SWB over time, our findings show that social
trust as well as subjective well-being slightly increased since 2002 despite high levels in
the first place. The lowest level of SWB can be observed in 2008 which indicates a tem-
porary consequence of the worldwide economic crisis that, however, did not influence the
European’s trust. A close look on the four countries which were most affected by the eco-
nomic crisis in terms of SWB loss (see Alessi et al. 2018) also shows that only one of those
countries faced a small decrease in social trust. However, all four countries suffered from
a moderate loss in institutional trust during this period. Overall, our data tentatively sug-
gests that countries which were more affected by the economic crisis (e.g. Greece, Latvia,
Croatia, Spain, Portugal) show a decline in institutional trust while less affected countries
(e.g. Norway, Sweden, Switzerland, Germany) show no decline or even an increase in insti-
tutional trust (see also appendix A2). Overall, our data reveal heterogeneous trends across
Europe, particularly in regard of the development of SWB and institutional trust.

In accordance to previous research (e.g. Bjgrnskov 2008; Helliwell et al. 2018; Mikucka
et al. 2017), we observed a positive effect of social trust on subjective well-being. This
positive effect emerged on different levels which all draw a coherent picture. First, we
found a positive effect of individual social trust on subjective well-being on the individ-
ual cross-sectional level for every participating country. Based on this result, we infer that
this effect is independent from country-varying differences, which implies that social trust
touches an encompassing basic need fostering social cohesion in modern societies. Second,
the country level of social trust (aggregate social trust) fosters individual subjective well-
being, whereas this effect is particularly stronger than the effect of individual social trust.
Thus, living in a trusting environment is particularly beneficial for individual subjective
well-being. This finding is also in accordance to our longitudinal repeated cross-sectional
design which implies that increasing aggregate social trust leads to an increase in aggre-
gate subjective well-being. This result holds both for developed and transition countries
over and above the control variables. Social trust is often considered as a prerequisite for
social networks as it fosters social cohesion (Kawachi 2008; Helliwell and Putnam 2004
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1436). Based on psychological theories like the ‘need to belong’ theory (Baumeister and
Leary 1995), social networks meet innate needs since humans are in fact, i.a. evolutionary
justified,—social beings. With this study, we show that social trust as prerequisite of social
cohesion does not only foster well-being on the individual level, but also on the aggregate
country level, indicating that a socially trusting society is a happy society.

Regarding institutional trust, we see a different picture. In line with previous research
(e.g. Puntscher et al. 2015; Leung et al. 2011), we found a positive effect of institutional
trust on subjective well-being on the individual cross-sectional level. This relation however
varies between countries, with bigger effect sizes in less prosperous-, and smaller effect
sizes in prosperous countries. Opposed to our findings regarding social trust, this implies
that the effect of institutional trust on subjective well-being depends on omitted confound-
ing variables due to cultural differences. The longitudinal analysis supports this finding by
showing a cross-sectional, but no longitudinal relation on the aggregate level. Since less
affluent, formerly socialist countries show a stronger relation, low institutional trust could
be associated with a general climate of political distrust which could be the reason for this
cross-sectional spurious relation. However, more research is needed to fully understand the
underlying mechanisms behind the cross-sectional relation between institutional trust and
subjective well-being.

By interpreting our results, we have to take certain restriction into account. First of
all, our statistical analysis does not allow to derive causality. Thus, besides the theoretical
background, we cannot tell for sure if social trust fosters subjective well-being or the other
way round. Second, this analysis relies on a homogeneous sample of European countries
and Israel. Thus, our results have restricted generalizability for further countries since dif-
ferences regarding macroeconomic structures could alter these relations. Moreover, regard-
ing the development of trust and SWB over time, we only analyzed countries with at least
seven time-points, resulting in a sample with prosperous countries overrepresented.

In sum, our results indicate that an increase in social trust within countries over time
leads to higher subjective well-being. Thus, social trust seems to be crucial for Europe’s
well-being and should be considered as an important indicator for social policy besides
GDP per capita, inflation and unemployment. Despite the negligible (nil) effect of eco-
nomic growth on subjective well-being in the long run (see Easterlin et al. 2010), its pos-
itive effect in the short run seems to be moderated by decreasing unemployment. Thus,
our data suggests that additional policies to lower unemployment could potentially be as
beneficial for society’s well-being as economic growth. Additionally, decreasing inflation
leads to higher subjective well-being as well. High institutional trust on the other hand only
affects subjective well-being on the individual and aggregate cross-sectional level but not
over time, indicating a spurious effect created by omitted confounding variables.

4.1 Future Research

Although our results show a strong relation between social trust and SWB, we are not
able to infer a causal pathway. Thus, we suggest that future research should analyze
the causality between social trust and SWB. While previous studies used instrumental
variables for this manner (see Koruki 2011; Growiec and Growiec 2014), this approach
is questionable since meaningful instrumental variables which show a substantial cor-
relation with the predictor of interest are hard to find (see Bound et al. 1995). We thus
encourage future research to further analyze the causal effect of social trust on SWB by
using longitudinal data with granger-causality or cross-lagged-panel-data designs. One
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step further, we encourage researchers to analyze how to increase social trust, both on
the individual and aggregate level. Since our results imply that the cross-sectional rela-
tion between institutional trust and SWB is due to omitted confounding variables, future
research needs to investigate the underlying mechanism behind this relation. In regard
of the explored country differences, we further advice to conduct more sensitive analy-
sis to examine necessary and sufficient conditions for a happy life across Europe, for
example via qualitative comparative analysis (Schneider and Wagemann 2007).
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