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Abstract
This study investigated whether earnings inequality is associated with social capital as
measured by active membership in organizations and interpersonal trust. Pearson
product-moment correlation analysis showed that greater earnings inequality was
associated with lower values on both measures of social capital in 14 European countries.
While causality in either direction cannot be inferred from this result, it does suggest the
possibility that earnings inequality negatively affects social capital. To test this idea
further, we also tentatively examined whether other societal indicators related to earnings
inequality are associated with social capital. These alternative indicators—the country’s
percentage of urban residents, percentage of residents with tertiary education, and
government spending as a percentage of GDP—did not show stronger relationships with
social capital than did earnings inequality. Further analysis of the data by excluding
specific groups of countries indicated little association between earnings inequality and
measures of social capital. These results suggested that country-specific economic or
cultural values play a large role in how earnings inequality and social capital are related.
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I. Introduction
Earnings inequality within a country is important not only to individuals and families, but
may also be associated with large-scale features of the society, including its social
cohesion (Barro, 2000; Wilkinson & Marmot, 2003; European Commission, 2005).
Social capital, a factor closely related to social cohesion (Lowndes, 2000; Reeskens,
2007), may also vary with income or earnings distributions, as has been indicated by the
results of several studies (e.g., Growiec and Growiec, 2007; Kennedy, Kawachi,
Prothrow-Stith, Lochner, & Gupta, 1998).
In this paper we will provide further evidence on the relationship between earnings
inequality and social capital. Larsen’s (2006) study is of particular interest in this respect,
because it examined the relation between income inequality and social capital in 20
countries characterized by having social democratic welfare regimes, conservative
welfare regimes, or liberal welfare regimes. While the former two categories comprised
data from 14 European countries, no former Soviet Bloc countries were included in
Larsen’s study. It is thus of interest to determine whether a relationship may exist
between earnings inequality and social capital in a substantial set of European countries
when data from several of the former Soviet Bloc countries are included. Moreover,
while Larsen’s study focused on the concept of income distribution, he did not investigate
how the related construct, earnings distribution, might be related to social capital.
(“Earnings” refers to monies in the form of wages and/or salary, while “income” includes
earnings plus monies gained by individuals and households by other means, such as
investment income and welfare benefits.)
To our knowledge, there have been no studies focusing on whether earnings inequality
specifically is related to social capital in a sizable group of European countries that
include former Soviet Bloc countries. The present study adds to the literature by
investigating whether earnings inequality, as measured by the P90/P10 ratio, is associated
with either of two indicators of social capital—active membership in organizations and
interpersonal trust—in 14 European countries, including four former Soviet Bloc
countries. We used analysis by Pearson’s product-moment correlation to explore the
potential relationships and found that the measure of earnings inequality was significantly
associated with both measures of social capital. We also tentatively tested three
alternative societal indicators to determine their relationship to social capital. None of the
three alternative societal indicators were found to be more strongly related to the
measures of social capital than earnings inequality.
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Additional analyses of the data, the first excluding the former Soviet Bloc countries and
the second also excluding Scandinavian countries, were also conducted. The results of
these analyses suggested that if there is a relation between earnings inequality and social
capital, country-specific economic or cultural factors may play a large role in modifying
that relationship.
The remainder of this paper is divided into four main sections. The next section provides
a theoretical background for the study, while section III details the methods used. The
study’s findings are presented in section IV and these findings are discussed in section V.

II. Theoretical Background
Several factors have hindered investigating the relation of social capital to income and
earnings inequalities. A principal factor has been the dearth of comprehensive data
available about social capital. It was not until the 1990s that ongoing projects such as the
World Values Survey (Inglehart, 2000) began collecting measures of social capital from a
range of countries, particularly European countries.
Another factor slowing research has been the lack of a universal definition and
understanding of social capital, leaving the concept too vague, in the minds of some, for
effective scientific research. However, the notion of social capital set out by Putnam
(1995, 2001), which arguably remains the most prevalent definition of the term, appears
to be reasonably precise: social capital consists of membership in social networks, which
are in turn subject to norms of trust, goodwill, and reciprocity (Franke, 2005; Putnam,
2001). Similar to physical and human capital, social capital consists of something that
may benefit its owner economically. Among the advantages of membership in social
networks are access to valuable information and increased access to employment
opportunities.
Many researchers, however, have studied social capital as an attribute not just of
individuals, but of communities, regions, and societies. Of special interest to such
collectivities is “bridging” social capital (Putnam, 1995), which refers to networks that
typically include individuals from diverse backgrounds. Examples include political action
alliances, educational improvement associations, and small business organizations.
Bridging social capital stands in contrast to “bonding” social capital, which refers to
families, groups of friends, and other social networks whose members share similar social
identities (Kawachi, Kim, Coutts, & Subramanian, 2004). In addition, “linking” social
capital refers to individuals and groups with varying amounts of power who join to
2

undertake civic action or promote social change (Cote & Healy, 2001). Examples include
community improvement associations and organizations concerned with ecology and
sustainability.
Social capital, especially the bridging and linking type, is thought to promote a society’s
material and social well-being (Midgley & Livermore, 2008). The growth of bridging and
linking social capital is believed to improve economic performance, promote social
issues, and positively affect all tiers of government (Halpern, 2005). The positive effect
on a nation’s economic development fostered by bridging social capital can be traced to
its promotion of diverse networks characterized by norms of increased trust, fostering
heterogeneous connections and cooperation among parties (Adam, 2008). In addition to
promoting the flow of information, active participation in civic and other bridging
networks promotes informal learning and learning by doing, both of which potentially
benefit the economic performance of individuals (Schuller, 2000).
Measuring the social capital of a society or region is typically accomplished by
aggregating the social capital of its resident individuals (Van Oorschot, Arts & Gelissen,
2006). These measurements often focus on the number and type of voluntary networks
(beyond families and personal friendships) to which individuals belong. In addition,
interpersonal trust is generally regarded as an indirect measure of social capital. Kawachi
(2006) maintained that this second kind of measure pertains to social capital conceived as
the social cohesion of a group and contrasts it with social capital understood as individual
memberships in networks. Kawachi also noted that these two conceptions can coexist,
with social capital viewed as benefitting both individuals and groups. Hence, it is held
that measures of interpersonal trust can be used as a proxy for social capital because
viable social networks require a degree of interpersonal trust. Conversely, as
interpersonal trust within a society declines, membership may decline in bridging social
networks.
That income inequality in a society may be related to social capital is suggested by the
findings of several studies. Kennedy et al. (1998) found income inequality strongly
inversely associated with two measures of social capital—membership in voluntary
organizations and interpersonal trust—among households in the United States. Notably,
Larsen (2006), using data from the first and fourth waves of the World Values Survey
(2009), found that during a 10-year period, except for the conservative welfare regime of
Portugal, social capital as measured by interpersonal trust declined much more within
liberal welfare regimes than within conservative and social democracies. Larsen argued
that interpersonal trust may have decreased more in liberal countries than in conservative
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ones because of the presence of markedly more economically disadvantaged individuals,
a circumstance that could foster cultural distinctions among citizens.
That a similar relationship may exist with regard to income inequality and social capital
as measured by voluntary organizational membership is suggested by the circumstance
that individuals are more likely to participate in civic and social activities when they have
more resources (Lancee & Van de Werfhorst, 2011). While lack of sufficient financial
resources may make participation more difficult for those on the lower rungs of the
ladder of economic well-being, the proportion of the populace adhering to those lower
rungs is likely to grow larger as income inequality increases. Uslaner and Brown (2005)
agree, holding that when high income inequality exists, both civic participation and
interpersonal trust are also often low.
It is important to note, however, the possibility that causality moves in the other
direction. In the case of social capital as measured by organizational membership, for
example, it might be argued that increased access to information and learning are
important benefits accruing to members of organizations, so that workers in societies
with low organizational membership would be relatively deficient in this advantage. This,
in turn, could lead to decreased upward job mobility, especially for lower income
workers, which could be a factor promoting unequal earnings distribution in the society.
While Larsen’s (2006) study focused on the relationship of unequal income distribution
to social capital, it is of interest whether a similar relationship may exist for earnings
inequality, so that countries with greater earnings differentials are relatively deficient in
social capital. Furthermore, though Larsen examined the relation of income inequality
and social capital as measured by interpersonal trust for a number of European countries,
no former Soviet Bloc countries were included in his data. It is thus also of interest to
determine whether earnings inequality is related to social capital in Europe when several
former Soviet Bloc countries are included in the analysis.

III. Method
To test the hypothesis that earnings inequality is negatively associated with social capital,
14 European countries for which recent data were available for both earnings inequality
and two measures of social capital—active membership in voluntary organizations and
interpersonal trust—were examined to determine the relation of earnings inequality to the
social capital measures. The countries included 13 belonging to the European Union—
Bulgaria, Cyprus, Finland, France, Germany, Great Britain, Italy, Netherlands, Poland,
Romania, Slovenia, Spain, and Sweden—and in addition, Norway.
4

A single measure of how earnings are distributed in a country, the P90/P10 ratio, was
considered for this study.1 This interdecile ratio serves to measure the overall earnings
differentials within a nation, with higher values indicating greater earnings inequalities.
The ratios were calculated by the European Commission (2005) based on results from the
2002 European Structure of Earnings Survey (Eurostat, 2011). This measure was
compared to the two measures of social capital by Pearson’s product-moment correlation.
The two measures of social capital were taken from the fifth wave of the World Values
Survey (2009), which gathered data from respondents in the 14 countries during the years
2005 to 2008.2 The first social capital measure, interpersonal trust, was determined by
responses to World Values Survey Item V23, which asked, ‘Generally speaking, would
you say that most people can be trusted or that you need to be very careful in dealing with
people?’ Respondents could answer either ‘Most people can be trusted’ or ‘You can’t be
too careful.’ The interpersonal trust value for each country was the percentage of
respondents in that country who answered ‘Most people can be trusted.’ The second
social capital measure, active membership in voluntary organizations, was determined by
responses to items V24 to V33, which repeatedly asked participants, ‘could you tell me
whether you are a member, an active member, an inactive member or not a member of…’
with the interviewer then naming one of several kinds of organization: labour unions;
professional organizations; church or religious organizations; sport or recreation
organizations; art, music, or educational organizations; environmental organizations;
political parties; charitable/humanitarian organizations; and any other organizations. Each
of the kinds of organization mentioned is a locus of bridging social capital, since each
kind of organization typically includes members from diverse backgrounds and
ethnicities. For each nation in the survey, the percentage of respondents who reported
being active in each kind of organization separately was summed to provide an indication
of active organizational membership. A total of 16,274 respondents replied to the survey
from all 14 countries. The number per country ranged from 1000 for Poland to 2064 for
Germany. The mean number of respondents per nation for each of the 11 survey items
was 1118.
The two measures of social capital were also compared to three societal measures
(percentage of urban residents, percentage of residents with tertiary education, and
government spending as a percentage of GDP for each country). The rationale for doing
so was to examine whether any relation found between earnings inequality and social
1.
2.

P90/P50 and P50/P10 measures of earnings distribution were also examined in relation to the two
measures of social capital, with the results being similar.
The World Values Survey is administered by an international network of social scientists, with one
principal investigator responsible for the survey data collection effort in each country. It is steered by
an executive committee and secretariat and advised by a scientific advisory committee (World Values
Survey, 2009).
5

capital might not be most basic. Other basic societal indicators correlated with earnings
differences could be more basic determinants of social capital than earnings differences.
For percent urbanization, it was assumed that earnings differentials tend to decrease in
more urbanized countries because urbanized areas profit from a rich variety of facilities,
services, and other agglomeration benefits which offer their inhabitants increased
possibilities for doing productive work that provides favourable earnings when compared
to the opportunities available to people living in rural areas (Andersson, Burgess, & Lane,
2007; Glaeser, 2011; Quigley, 1998). For the societal indicator of percent tertiary
education, it was assumed that earnings differentials tend to decrease in countries with a
more educated population (Alderson & Nielsen, 2002). For government percent of GDP,
it was assumed that earnings differentials tend to decrease in countries with large
government expenditures because much of such spending tends to reduce differences in
welfare between groups. Besides these negative relationships with earnings inequality, it
can be argued that the societal indicators are likely to increase civic participation and
interpersonal trust.
Data for these three societal indicators are for 2002-2009. Figures for percent
urbanization were obtained from the CIA Fact Book (2011); figures for educational
attainment and government spending as a percent of GDP were obtained from Eurostat
(2011).

IV. Results
As a first step in the analysis, Pearson’s correlation was performed to compare the results
for interpersonal trust with those for active organizational membership. Insofar as these
variables both serve to measure social capital, a correlation should be seen. The result
was that the two constructs were indeed found to be significantly correlated, but not
strongly (r = 0.580, p = 0.030).
Table 1 presents the earnings inequality measure and the two social capital measures for
each country. As shown in the table, earnings inequality was highest for Bulgaria,
Poland, Romania, and Slovenia, which are the newer countries of Central and Eastern
Europe, with the P90/P10 ratio being 4.4 or higher for each of these countries, with no
other country exceeding 3.4. Furthermore, for at least three of these former Soviet bloc
countries, scores for interpersonal trust were among the lowest, while figures for active
membership in organizations were also the lowest, with the exception of Slovenia. On the
other end of both spectrums, earnings inequality was lowest, hovering around 2.0, for the
northern European countries of Finland, Norway, and Sweden. For these three countries,
6

values for interpersonal trust were greatest and for active membership in organizations
were among the greatest. For the other seven countries, earnings differentials were
between those of the other two groups, while both measures of social capital were also in
a mid range, though they were somewhat more scattered than for the other groups.
Table 1
Earnings inequality and two measures of social capital for 14 European countries
Country

P90/P10

Interpersonal trust

Active in organizations
a

4.40
22.2
12.0
Bulgaria
3.11
9.9
62.3
Cyprus
1.96
58.9
78.9
Finland
3.36
18.8
70.2
France
3.15
36.8
68.7
Germany
3.16
30.5
126.6
Great Britain
2.46
29.2
70.3
Italy
2.75
45.0
103.1
Netherlands
1.98
74.2
99.5
Norway
4.67
19.0
37.8
Poland
5.09
20.3
16.3
Romania
4.50
18.1
71.4
Slovenia
3.15
20.0
42.6
Spain
2.03
68.0
101.7
Sweden
a
Excludes responses to item V33, organizational membership, because only four participants
from Bulgaria replied.

This initial examination suggests that among the 14 countries examined, there existed an
inverse relationship between earnings inequality and both measures of social capital,
which is a finding confirmed by several other researchers (Alesina and La Ferrara, 2000;
Lancee and Van de Werfhorst, 2011; Uslaner and Brown, 2005). Table 2 presents the
results when the Pearson’s correlation procedure is used to compare the earnings
inequality measure with the two measures of social capital. As shown, earnings inequality
was significantly negatively correlated with both of the social capital measures at the 0.01
level.
Because it was of interest to determine whether the three basic societal indicators were as
or more strongly related to the presence of social capital in the 14 countries, as well as to
determine how they were related to earnings inequality, Table 2 also shows the results
when each of the three societal indicators was compared with the two social capital
measures and with earnings inequality. Again, Pearson’s correlation was used. The
results show that both government percent of GDP and the percentage of a country’s
residents residing in urban areas were positively correlated with interpersonal trust and
organizational membership. In addition, tertiary education percentage was positively
7

related to active organizational membership. Only one of these associations rose to a
statistical significance at or above the 0.01 level: percent of government GDP in relation
to interpersonal trust (p = 0.001). Overall, the associations of the three societal indicators
with the two measures of social capital were weaker than the associations of earnings
inequality with the social capital measures. The three societal indicators were all
significantly associated with earnings inequality, with all but two of these correlations at
or below the 0.01 statistical level. These correlations do raise the question of whether one
should regard earnings inequality or the societal indicators as being more basically
associated with social capital. However, the results of the analysis showing that the
negative correlations between the social capital measures and earnings inequality were
generally stronger than the positive correlations of the social capital measures with the
three societal indicators suggests the possibility that the relation between earnings
inequality and social capital might be more basic from an explanatory standpoint.
Table 2
Pearson’s correlations between earnings inequality, social capital measures, and selected
societal indicators. Correlation coefficients are shown, with p-values in parentheses

Interpersonal trust
P90/10

Active in organizations

P90/10

-0.741 (0.002)

-0.703 (0.005)

0.575 (0.032)

0.551 (0.041)

-0.774 (0.001)

Tertiary Education %

0.447 (0.109)

0.644 (0.013)

-0.657 (0.011)

Government % of GDP

0.785 (0.001)

0.605 (0.022)

-0.736 (0.003)

Urban %

-

At this point, a second stage of the analysis was performed, in which it was investigated
whether country-specific economic or cultural values might play a role in shaping the
found association between earnings inequality and social capital. As noted previously, it
is clear from Table 1 that the four former Soviet Bloc countries not only had the highest
earnings differentials on all three measures, but also tended to have markedly lower
scores in both interpersonal trust and active organizational membership. To learn how
large a contribution these countries made to the results, the analysis was repeated while
excluding data from these countries. One result was that earnings inequality and
interpersonal trust remained significantly associated, with the r and p values for the
P90/P10 measure being, respectively, -0.872 and 0.001. However, no significant
relationship was found between earnings inequality and active organizational
membership when the former Soviet Bloc countries were excluded from the analysis.
8

Furthermore, it is evident from perusing the data in Table 1 that in the case of
interpersonal trust, with or without data from the former Soviet Bloc countries, a
substantial contribution to the finding of a significant association between earnings
inequality and interpersonal trust was made by the three Scandinavian countries, which,
like the former members of the Soviet Bloc, share economic and cultural values.
Therefore, the analysis comparing the earnings inequality to interpersonal trust was once
again performed, this time excluding data from both the Scandinavian countries and the
former Soviet Bloc countries. This comparison resulted in no significant association
between income inequality and either measure of social capital. That is, when the seven
non-former Soviet Bloc and non-Scandinavian countries—Cyprus, France, Germany,
Great Britain, Italy, The Netherlands, and Spain—are considered together, there is no
association between earnings inequality and either of the two measures of social capital
examined in this study. For instance, while France and Great Britain had similar P90/P10
measures (3.36 and 3.16, respectively), interpersonal trust measured 18.8 for France and
substantially higher for Great Britain at 30.5, while active organizational membership
was at 70.2 for France and 126.6 for Great Britain. A significant relationship is found
between earnings inequality and either of the social capital measures only when one or
two of the three Scandinavian countries or the four former Soviet Bloc countries are
included in the analysis. These results are summarized in Table 3. Overall, these later
findings suggest that when investigating the association between income or earnings
inequality and social capital, it is important to consider the possible effects of other
country-specific variables.
Table 3
Pearson’s correlations between earnings, inequality and social capital measures for 14 countries
minus the former Soviet Bloc countries and for 14 countries minus the former Soviet Bloc and
Scandinavian countries. The single significant correlation coefficient is shown with its p-value in
parentheses
Income inequality

Interpersonal trust

Active in organizations

P90/10 for 10 non-former Soviet
Bloc countries

-0.872 (0.002)

NS

P90/10 for 7 non-former Soviet
Bloc and non-Scandinavian
countries

NS

NS
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V. Concluding Remarks
There were two stages of analysis in this study. The results in the first stage suggested
that earnings inequality within a society is related to social capital as measured by
interpersonal trust and active membership in organizations. Though there was evidence
that the three societal indicators—percent urbanization, government percent of GDP, and
percent of tertiary education—are also related to the two measures of social capital, the
evidence did not warrant the supposition that earnings inequality does not play a basic
explanatory role in determining a country’s social capital. However, it is important to
emphasize that in the original correlation analysis conducted here, any supposed direction
of causality cannot be identified, whether from earnings inequality to social capital, or
social capital to earnings inequality. It is also possible that some other variables could
account for the association between earnings inequality and one or both measures of
social capital. Indeed, the results of our test suggested that government expenditures as
percent of GDP may be one such factor, especially in relation to interpersonal trust.
The study’s initial findings were called into question upon further analysis. When data
from the four former Soviet Bloc countries and the three Scandinavian countries were
excluded from the analysis, there was no pattern of association between earnings
inequality and social capital for the years investigated. These results suggested that if
earnings inequality is in fact related to social capital, the relation may be substantially
modified by other economic or cultural factors within the seven countries remaining in
the second analysis.
Overall, further research is certainly indicated to explain the relationship between
earnings inequality and social capital. Assuming adequate clarification of the concept of
social capital, important information might be gathered by measuring social capital in
relation to different earnings inequalities within countries instead of determining only
aggregate measures of social capital. Factors other than earnings inequality are
undoubtedly associated with the types and amounts of social capital in a society. For
example, education and life experience have been found positively correlated with
several measures of social capital (Van Oorschot et al., 2006), and the present study also
found education to be positively related to trust in government and organizational
activity. Regarding better understanding of the relationship between earnings inequality
and social capital, connections among these variables require longitudinal studies in
additional countries. Fortunately, obstacles presented by the current scarcity of
authoritative data should partially disappear as new data from the World Values Survey
become available.
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