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Abstract

This paper investigates the effects of different dimensions of social capital on happi-
ness of Europeans. Unlike other studies, a categorical principal component analysis
(CATPCA) is applied to obtain the dimensions of social capital. The data used come
from the ninth wave of the European Social Survey (ESS), year 2018. Happiness
is modelled using a multilevel structural equations model (GSEM) by country to
study the role of social capital in Europeans’ happiness, when controlling for the
effect of factors such as gender, unemployment, age, low income, higher education,
and living with a partner. Social capital is measured as a multidimensional concept
composed of institutional trust, social trust, social ties and voluntary association,
civility and sense of belonging, and religiosity. Among the results, we found that
the five dimensions that build social capital have a positive impact on happiness.
In addition to the positive effects of social capital, the control variables have the
expected impact. In a context marked by growing individualism and social isolation,
the results of this work can guide policy makers in using the dimensions of social
capital to increase the subjective well-being of the population.
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Introduction

The study of happiness or subjective well-being is by no means a recent research
topic. It is an expanding field with a large and growing number of papers (Bruni
& Porta, 2016; Graham & Behrman, 2009; Stutzer & Frey, 2010; Veenhoven,
2009, among others). Most of these papers have focused on the role played by
factors such as income, education, and health among others, in explaining
happiness. Other issues, such as social and institutional variables, have received
less attention in the literature, even though they have shown promise as significant
determinants in a world marked by COVID-19, and in which governments have
been forced to adopt containment strategies to curb the spread of the virus. In
particular, social distancing and isolation have posed a major challenge to human
interaction. Social connections, interactions and relationships are an essential
part of human evolution, and their absence has led to states of anxiety, depression
and mental disorders, among other problems, that have reduced individuals’
well-being. In the current context, social capital becomes an essential tool to
reverse the negative effects of the crisis, through cooperation, solidarity, trust and
reciprocity. In fact some studies, such as, Becchetti et al., 2008; Bjgrnskov, 2003;
Helliwell & Putnam, 2004; Klein, 2013; Winkelmann, 2009, find that social
capital has a positive effect on happiness. In contrast, Ram (2010) finds a tenuous
link between social capital, as represented by generalized trust, and happiness.
In our paper, we explore the role of social capital in determining happiness in
the European context. Working with a broad sample of European countries, our
analysis is enriched by the diversity of cultures, values and traditions, which is a
plurality that in turn influences the configuration of social capital.

One variable that lies very close to the concepts of social capital and happiness
is marital status. Previous studies show that marital status also proves key when
exploring happiness, and that it is a source of social support for many people
(Hudson, 2006; Veenhoven, 2005). However, the impact of marriage on happi-
ness and social capital is not always positive. Indeed certain works, such as Luh-
mann et al. (2012), show that married people became no happier than when they
were single. Kislev (2020) demonstrated that social capital increases happiness
among single people more than among married people and also that single peo-
ple obtain greater happiness than married people with equal social capital. In our
work, we look at the effect of cohabitation on happiness, considering that modern
societies are characterized by the decline of marriage and the rise of informal
cohabitation. Stutzer and Frey (2006) argue that marriage provides more happi-
ness or satisfaction benefits than cohabitation, whereas Soons and Kalmijn (2009)
find that in countries where cohabitation is institutionalized, the happiness gap
between married and cohabiting people disappears or even reverses.

At the empirical level, in the literature dealing with the determinants of subjec-
tive well-being, income appears as one of the key variables when explaining hap-
piness. It should be noted that in the lowest income deciles the effect of income
on happiness is accentuated (Deaton, 2008; Graham & Behrman, 2009). Frey and
Stutzer (2002) find that in the richest and most developed countries, income is
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positively correlated with happiness, although the increase in happiness decreases
over time. In the same vein, Clark et al. (2008) suggest that subjective well-being
depends not only on the absolute level of income, but also on the comparison
of this level with that of other people, especially those who share similar socio-
economic characteristics. However, Mentzakis and Moro (2009) find that relative
income has little effect in the lower income group, but that among the higher
income group there is a large and significant effect. As regards socioeconomic
status, the level of employment or unemployment also appears as an important
variable in explaining happiness. In general, unemployment is negatively related
to the level of happiness. According to Di Tella et al. (2001), when controlling
for other factors, the unemployed are less happy than the employed in the United
States and several European countries. Studer and Winkelmann (2014) highlights
that an increase in the unemployment rate is associated with a sharp decline in
subjective well-being in Germany. However, Clark and Oswald (1994) find that
the unemployed in Great Britain are happier in districts where the unemployment
rate is higher, which could be explained by a reduction in the stigma associated
with being unemployed. Ahn et al. (2004) find that the effect of unemployment is
greater in countries where the labour market functions worse and where there is a
lower level of protection for the unemployed.

As for education, there is no consensus vis-a-vis the effects of education on sub-
jective well-being. For example, Hayo and Seifert (2003) find that education has a
positive impact on happiness in eastern European transition countries. Using data
from the United States and the United Kingdom in the period from the early 1970s to
the late 1990s, Blanchflower and Oswald (2004) find a positive relationship between
education and happiness. In contrast, Inglehart and Klingemann (2000) work with
a large sample of countries and find no significant effect of education proxies on
life satisfaction. From a sample of British workers, Clark (1996) reports that people
with more education are unhappier at work, with one possible explanation being that
highly educated people have higher job expectations that are more difficult to meet.

Another determinant highlighted in the happiness literature refers to health, which
in most studies is measured by subjective health; that is, measured as self-reported
evaluations of general or physical health (Langeland, 2014). Along the same lines,
Subramanian et al. (2005) find a strong relationship between well-being and subjec-
tive health in the USA. Using data from the United States, Latin America and Rus-
sia, Carol Graham (2008) finds that people who report having a good state of health
are happier. Pierewan and Tampubolon (2015) study 47 countries in Europe and find
that happiness and health are positively correlated, such that the authors construct
a multivariate multilevel model with happiness and health as dependent variables.
According to the study by Pierewan and Tampubolon (2015, p. 238), “happier peo-
ple tend to be healthier, even after controlling for individual, regional and national
covariates”.

This article also analyses the effect of different sociodemographic variables, such
as age and gender, on subjective well-being. Most studies suggest the existence
of a U-shaped relationship between age and happiness (Blanchflower & Oswald,
2008; Clark, 2003). People tend to be happier when they are younger and as they
get older than when they are middle-aged. However, other empirical studies have
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yielded contradictory results. In his analysis of data from the 2006 Gallup World
Poll, Deaton (2008), the winner of the 2015 Nobel Prize in Economics, concluded
that the results of the relationship between age and life satisfaction differ across
countries. For its part, the effect of gender is less clear in the literature. For example,
Zweig (2015) argues that there is no significant difference between women’s and
men’s happiness in a sample of 73 countries. Stevenson and Wolfers (2009) use data
from the United States and Western Europe show that women report better levels of
well-being in more developed countries, where opportunities for women are greater,
which has an impact on their levels of subjective well-being. In contrast, Mencarini
and Sironi (2012) conclude that women who are involved in a higher percentage of
domestic activities have lower levels of subjective well-being, regardless of whether
or not they live in a developed country.

In order to explore the determinants of happiness in Europe, and focusing par-
ticular attention on social capital, this paper uses data from the latest wave (year
2018)—at the time of writing this article—of the European Social Survey (ESS) to
analyze the determinants of happiness in 24 European Union countries.

As will be seen later, the relationship between the two concepts—social capital
and happiness—is by no means new. However, this work makes two contributions
to the literature. First, it quantifies social capital using categorical principal compo-
nent analysis (CATPCA), a multivariate analysis technique that allows us to explore
the concept of social capital and its components. Secondly, the social capital model
derived from the previous analysis enables us to incorporate, in addition to the tra-
ditional determinants used in different works (gender, unemployment, age, income,
education, etc.), a further five dimensions of social capital obtained from CATPCA
(institutional and social trust, social ties and voluntary association, religion, sense
of belonging, and civic mindedness), which are introduced in order to analyze the
results in a large sample of European countries. Furthermore, given that the analysis
is carried out in a spatial context, a multilevel fixed effects model is proposed for the
different countries involved in the analysis, using a multilevel structural equation
model, where social capital is defined as a latent class model based on the compo-
nents derived from the CATPCA.

Our work pursues a twofold objective: first, to identify different dimensions of
social capital and, second, to ascertain which dimensions of social capital have a
greater significant impact on happiness—if indeed they have any effect on it at all.
With these objectives in mind, the rest of the paper is organized as follows. The
second section provides a brief review of the literature on the relationship between
social capital and happiness, with special emphasis on the dimensions of social capi-
tal identified in the study. The third section presents the data, the methodology and
the different components derived from the categorical principal components analy-
sis (CATPCA). In the following section, we model happiness for our set of countries
using the multilevel structural equations model (GSEM) technique by countries in
order to study the role played by social capital in happiness when controlling for the
effect of factors such as gender, unemployment, age, low income, higher education
and living with a partner. Finally, the article closes with a discussion of the main
results and conclusions arising from this study.
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A Multidimensional Approach to Measuring Social Capital

Social capital is a controversial concept, mainly due to its ambiguity and
the difficulties involved in measuring it (Hauberer, 2010). The definitions of
social capital by Bourdieu, Coleman and Putnam have contributed greatly to
disseminating the concept (Rogosi¢ & Baranovié, 2016). Bourdieu (1986, p. 248)
defines social capital as “the resources available to an individual as a function
of his or her membership in a group”. Coleman (1988, p. 302) understands
social capital as “a variety of aspects of social structures, information channels,
obligations and expectations, sets of rules and sanction systems that facilitate
or inhibit the actions of actors”. Although the roots of the concept go back to
Bourdieu and Coleman, it was the 1993 work of Robert Putnam that brought
social capital clearly into the public debate. Putnam (1993, p. 167) defined social
capital as "those aspects of social organizations, such as networks, norms and
trust, that enable action and cooperation for mutual benefit". The definitions of
Bourdieu, Coleman and Putnam revolve around trust, networks and norms of
reciprocity and reliability, with each author placing greater emphasis on one or
the other variable (Hommerich & Tiefenbach, 2018).

The dimension “trust” can be thought of as a belief about the trustworthiness of
other people; that is, about how others are likely to behave. The second dimension,
“networks”, measures social relationships directly through intensity of contact,
frequency of interactions and social network characteristics. Finally, the dimension
“norms” uses measures of membership in specific volunteer organizations and is
generally treated as an indirect measure of social ties or norms, which are believed
to be fostered by volunteer organizations. Apart from these three components or
dimensions, an in-depth review of the literature on the subject reveals the wide
variety of aspects encompassed by the concept of social capital (Bjgrnskov, 2006;
Frey & Stutzer, 2002; Helliwell & Putnam, 2004; Klein, 2013, among others).
The diversity of variables used to represent or assess social capital in empirical
works responds to the multidimensional nature of the concept (Bjgrnskov, 2008).
In fact, we note that most studies do not consider all dimensions of social capital
simultaneously, focusing on one or another dimension.

In the literature addressing the determinants of social capital, trust appears
as one of the main determinants, with the results generally showing a positive
relationship between trust and subjective well-being (Rodriguez-Pose & von
Berlepsch, 2014). For example, Ekici and Koydemir (2014) analyze the changes
Turkey underwent between 1999 and 2008 and find that trust has a significant
influence on well-being. Using data from Luxembourg, Klein (2013) also finds
a positive and significant relationship between different measures of subjective
well-being (happiness and life satisfaction) and institutional trust. In Europe,
there are works that link institutional trust and individual happiness, and that
report a positive relationship between the two variables (Frey & Stutzer, 2002;
Hudson, 2006; Tavits, 2008). In a similar vein, Bjgrnskov (2003) uses data from
European countries to analyze, among other aspects, the relationship between
social capital, measured through generalized trust and a factor analysis-derived
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variable on generalized trust, civic participation and perceived corruption, and
the level of life satisfaction. The results show that both social capital variables
exert a positive and significant influence on happiness. In addition, Leung et al.
(2011) finds that institutional trust continues to have an effect on well-being even
when other dimensions of social capital are taken into account. In contrast, the
work of Ram (2010) suggests that social trust has little effect on happiness.

In terms of social ties, interaction with peers, friends and family is felt to facilitate
the individual’s social integration. Using data from the 2004 German Socio-Eco-
nomic Panel, Winkelmann (2009) finds that social capital is an important predictor
of well-being levels, as measured by life satisfaction. As proxy measures of social
capital, he uses participation in different activities, ranging from attending cultural
events to voluntary participation in social or political organizations. Rodriguez-Pose
and von Berlepsch (2014) find that social connections and participation in social
events are positively related to happiness. Powdthavee (2008) finds a positive rela-
tionship between social contacts and subjective well-being. However, Bjgrnskov
(2008) conducts a cross-sectional analysis for the United States and finds that this
relationship is not significant. Pichler (2006) argues that the greater an individual’s
involvement in non-profit and non-political organizations, the greater the well-being
reported by individuals. Helliwell and Putnam (2004) reach a similar conclusion for
the United States; participation in clubs or organizations has a positive influence
on happiness at the macro level, although they find no significant correlation at the
micro level.

Closely linked to associationalism, participation in religious communities seems
a priori to play an essential role in shaping individuals’ social capital and, there-
fore, their happiness. Religious social capital is usually proxied by the frequency of
church attendance (Hayo, 2004; Helliwell & Putnam, 2004). Several authors, such
as Hayo and Seifert (2003) and Helliwell and Putnam (2004), consider that church
attendance facilitates the creation of social capital at the community level, thereby
increasing attendee happiness. The results of these papers confirm Putnam’s argu-
ment about the feedback effects between the different dimensions of social capital.
The social capital created by frequent church attendance fosters trust between peo-
ple, which leads to an increase in social capital and, consequently, in well-being. In
this sense, (Ferrer, 2001) argues that belonging to a religious community strength-
ens social relations and facilitates the redistribution of resources, i.e., it fosters
social cohesion and mutual aid. Stavrova et al. (2013) find that the effect of religion
on subjective well-being is greater in highly religious cultures, whereas the relation-
ship is negative in cultures that value atheism. In this sense, Lun and Bond (2013)
argue that the impact of religion on well-being is affected by social hostility towards
religion.

Place attachment is a multifaceted concept that incorporates different facets of the
link between place and people and involves the relationship between knowledge and
beliefs and behaviors and actions in reference to a place (Scannell & Gifford, 2017).
However, in the literature we rarely find examples that relate happiness and sense of
belonging as a form of social capital. Studying the sense of belonging in Europe can
help to promote a shared European identity that facilitates a cohesive future among
the members of the European Union (EU). Wellman et al. (2001) argue that the
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sense of belonging derived from social interactions between people is an important
element in generating social capital and fostering individuals’ participation in the
community.

The results to emerge from the literature review confirm the multidimensional
nature of social capital. Approaching the measurement of social capital by means
of multivariate analysis techniques, such as the CATPCA, mentioned above, can
therefore shed light on the dimensions of this concept and how they relate to each
other. In order to analyze whether social capital is a determining factor in happiness
and in which particular aspects thereof it might be so, and given its multidimensional
nature, we first perform a CATPCA analysis to identify the dimensions of social
capital. We then estimate an econometric model to gauge what impact these different
components of social capital, as well as control variables such as age or gender,
might have on individual well-being by means of multilevel structural equation
modelling.

An Empirical Analysis of the Impact of Social Capital on Happiness

In this section “Data”, an initial brief description of the survey used—the European
Social Survey (ESS)—is presented. The following section “Application of Categor-
ical Principal Components Analysis (CATPCA) to the Study of Social Capital in
Europe” describes the variables used in the CATPCA analysis, which is made up of
20 indicators related to different aspects of social capital and which shows the main
results obtained in the analysis. Finally, in section “Multilevel Generalized Struc-
tural Equation Modelling in the Study of Happiness”, an econometric model is pro-
posed to study the question of whether social capital is a key source when determin-
ing happiness. For this purpose, a multilevel structural equation model is estimated,
and social capital is introduced into this model as a latent variable.

Data

The data used are taken from the ninth wave of the European Social Survey (ESS),
year 2018. The core module of the survey is used to collect changes in a wide range
of social variables, including public and social trust, interest and participation in
politics, socio-political orientations, government and its effectiveness, social, politi-
cal and moral values, social exclusion, national, ethnic and religious loyalty, well-
being, health, safety, demographic and socio-economic factors, among others (Por-
tela et al., 2013). It provides data at country and regional level, which is very useful
when applying multilevel models, and its main objective is to lay the foundations for
generating social and attitudinal indicators that are not only recognized in academic
circles but, as with other indicators in the field of economics, are widely accepted in
the political and social sphere and can be used in comparative analysis and decision
making. This survey has been selected as a starting point because it provides a vast
amount of data for a large sample of countries. We work with most EU28 countries,
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except Greece, Luxembourg and Malta, who did not participate in the 2018 survey,
and Romania, whose data are not yet integrated.

Considering the multidimensional nature of social capital, we applied categorical
principal component analysis to reduce an initial set of 20 variables, in line with the
reviewed literature, to a smaller number of dimensions of social capital. This analy-
sis will allow us to explore in greater depth the main dimensions of social capital
and its configuration in a spatial area such as the European Union.

Application of Categorical Principal Components Analysis (CATPCA) to the Study
of Social Capital in Europe

The purpose of applying CATPCA analysis is to reduce the original set of variables
to a smaller set of uncorrelated components without losing the information found
in the original variables (Kemalbay & Korkmazoglu, 2014). The main differences
between this technique and classical principal component analysis (PCA) concern
the type of variables used and the relationship between them (Linting et al., 2007).
PCA requires variables to be measured on a metric scale, while CATPCA uses any
type of variable (Linting & van der Kooij, 2012). In addition, it allows nonlinear
relationships between the studied variables to be operated and revealed (Molina &
De los Monteros Pérez, 2010). In our study, we used ordinal and nominal variables,
and since we do not know whether there is a linear relationship between them it is
necessary to use CATPCA. Other studies have also used this method to transform
nominal and ordinal variables into smaller data sets, thus helping to interpret the
results (Acik-Toprak, 2009; Comim & Amaral, 2013; Saukani & Ismail, 2019).

This paper has identified 20 potential variables to study social capital in view of
the previously consulted literature (see Table 1), with most of the variables being
ordinal, except for the last two, which are nominal. Table 1 shows the definition of
the variables as well as the principal statistics thereof (mean, standard deviation,
number of observations).

The CATPCA results support our retaining five dimensions, which explain 53%
of the variance in the 20 items investigated, thus indicating reasonable adjustment.
The proportion of variance explained by a component is its eigenvalue divided by
20, which is the number of variables in this study (Saukani & Ismail, 2019). In this
analysis, we ignore dimensions greater than five because their contribution to the
total variance accounted for is very small. Table 2 shows the percentage explained
by each additional dimension and the eigenvalue. All of the latter are greater than
one.

The alpha coefficient of the five components is high, suggesting that the items
have relatively high internal consistency, with a reliability coefficient of 0.70 or
higher being considered an acceptable measure in most situations (Tavakol &
Dennick, 2011). Varimax rotation is an orthogonal rotation method in which the
axes are kept perpendicular so that the resulting factors are not correlated with
each other (De Campos et al., 2020). This facilitates the meaning of the interpre-
tation of the selected components. This is the most commonly used rotation and
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Table2 Model summary rotation

Dimension Variance accounted for Variance accounted for
Total (eigenvalue) % of variance
1 3,726 18.630
2 2.255 11.275
3 2.047 10.235
4 1.700 8.500
5 1.678 8.390
Total 11.405 57.025

Alfa de Cronbach total: 0.960

a. Rotation method: Varimax with Kaiser normalization

Source: ESS (2018). Own elaboration

wis also taken into account when the objective is to reduce the number of uncor-
related variables to a smaller number.

Table 3 shows the connection between the dimensions of social capital pro-
posed in this paper and the work of Bourdieu, Coleman and Putnam, who are key
authors in social capital research.

As can be seen, in their works most of these authors consider the aspects we
have analyzed in this article and that are relevant when explaining social capital.

With regard to the first two dimensions of the analysis —institutional and social
trust— Coleman (1988) stresses that trust is key to the creation of social capital,
and Putnam (1993) highlights the importance of social values (especially trust)
in fostering the proper functioning of the economic system and in a high level of
political integration.

In relation to social ties and voluntary association, Bourdieu (1986)
emphasizes the existence of networks of relationships that provide each of their
members with the support of collectively owned capital. Coleman (1988) stresses
that information channels (meeting with peers, friends or family), facilitate the
development and welfare of society through coordination and cooperation among

Table 3 Relating authors and dimensions of social capital

Authors Dimensions of social capital (institutional trust,
social trust, social ties and associationalism, civility
and sense of belonging, and religiosity)

Coleman (1988), Putnam (1993) Institutional trust (1)

Coleman (1988), Putnam (1993) Social trust (2)

Bourdieu (1986), Coleman (1988), Putnam (1993) Social ties and associationalism (3)
Coleman (1988), Putnam (1993, 2000) Civility and sense of belonging (4)
Coleman (2003), Putnam (2000) Religiosity (5)

Source: Own elaboration
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the members of a group. Along the same lines, Putnam (1993) also emphasizes
the importance of social networks (especially voluntary associations).

As for civility and sense of belonging, Coleman (1988) stresses that social
capital implies effective norms and sanctions (that society has strong norms and
clear sanctions). In a similar vein, Putnam’s (1993) concept of social capital also
points to the importance of moral obligations and norms.

Together with the literature on trust, networks, civility and sense of belonging,
there is growing literature linking social capital to religion. Putnam (2000) argues
that religious communities are important sources of social capital. Similarly,
Smidt and Smidt (2003) says that membership and participation in religious
organizations increases social capital through relationship building. Other authors
have also analyzed the relationship between different dimensions of social capital
and religion (see, for example, Berggren & Bjgrnskov, 2011; Halman & Luijkx,
2006; Kaasa, 2013). Does religion encourage cooperation and positive attitudes
towards others? Berggren and Bjgrnskov (2011) find that religiosity is negatively
related to trust, especially because religious people tend to distrust those who do
not share their beliefs. In contrast, Halman and Luijkx (2006) find that higher
levels of religiosity increase the level of trust in institutions, which in turn
leads to an increase in well-being. Similarly, Kaasa (2013) also finds a positive
relationship between religion and trust.

Table 4 presents the classification of the variables according to the rotated
component loading in the dimensions of social capital in this study:

Results point to the existence of five components. These dimensions are related
with institutional trust, social trust, social ties and associationalism, civility and
sense of belonging, and religiosity, as can be seen in the matrix of rotated factor
loadings in Table 4:

1. The first dimension, institutional trust, which is particularly relevant in the defini-
tion of social capital, is made up of variables that expressly refer to citizens’ trust
in public institutions, such as trust in politicians, political parties, the country’s
parliament, the judicial system, the European Parliament, the police and the judi-
ciary.

2. The second dimension focuses on social trust, which is basically composed of the
degree of trust existing between individuals in a society, proxied by indicators
relating to whether people are fair, helpful or trustworthy.

3. The third component is related to the dimension of social ties and voluntary
association. It is related to participation in social activities, associations and/or
political parties, the frequency of meetings with friends, family or colleagues and
whether they have people they trust to discuss personal and intimate issues.

4. The following component is connected with civic-mindedness and the sense of
belonging, captures emotional attachment to the country and to Europe, as well
as concern for the welfare of other citizens.

5. Finally, the religiosity dimension is measured by attendance at religious services
and the degree of religiosity of the respondent.
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The diversity of cultures, ethnicities, institutions and traditions that characterize
the European continent leads us to think that there are differences in the social
capital of the four main European macro-regions (North, South, East and West). As
far as the trust components are concerned, we find important regional differences.
We observe that social and institutional trust is higher in the northern countries.
When evaluating the third dimension of social capital, we observe that social ties
and voluntary association is lower in the east. The dimension related to civic-
mindedness and sense of belonging is relatively homogeneous across all macro-
regions in Europe. Compared to Northern, Western and Southern Europe, the
dimension of religiosity presents higher values in the east.

These dimensions are included in our econometric model by means of a latent
variable as discussed below. As regards the scores of the social capital dimensions,
it should be noted that they are standardized values and that all of them are expected
to have a positive impact on both happiness and social capital.

Multilevel Generalized Structural Equation Modelling in the Study of Happiness

We used structural equations modelling (SEM) to test the effect of social capital
dimensions and control variables on happiness. A two-level (multilevel) model with
individuals nested within the country is estimated. SEM models are statistical mul-
tivariate models and are accompanied by the graphical representation of causal rela-
tionships, the formulation of hypotheses and the concatenation of effects between
variables. These are models that allow the relationship between latent and observed
variables to be studied. An observed variable is one that can be measured directly,
such as age or gender, whereas a latent variable can only be measured indirectly
through a set of observed variables (Bartholomew et al., 2008). The direction of cau-
sality in the relationships between the latent variable and the indicators or observed
variables may differ (Fayers & Hand, 2002; Van Beuningen & Schmeets, 2013). The
indicators may form the construct, with the direction of causality being formative or
causal; in other words, from the observed variables to the construct. In the applied
model, the construct or latent variable measuring social capital is considered to be
the result of the five dimensions obtained from the CATPCA analysis. Below, we
present the dependent variable and the control variables that we use in the model.
The population is weighted with the pweight variable. This weighting corrects for
the fact that most countries participating in the EES have different population sizes
but similar sample sizes.

Dependent Variable

Our study variable is happiness, with the study of happiness having become one of
the fastest growing fields of research in economics over the last few decades (Clark
et al., 2008; Kahneman & Krueger, 2006). The subjective well-being approach is
based on directly asking people about their well-being, and the dominant approach
to analyzing subjective well-being data is through ordinal parametric methods
(ordered probit or logit) or linear regression (OLS) (MacKerron, 2012). In our
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model, happiness is modelled by an ordered logit, one of the most commonly used
models when working with happiness (Alesina et al., 2004; Blanchflower & Oswald,
2004; Ferrer-i-Carbonell, 2005). Specifically, the survey used asks the following
question: "Taking everything into account, how happy would you say you are?".
Respondents were asked to rate their happiness on a scale of 0 to 10, with (0) being
extremely unhappy and (10) extremely happy. The average of the variable happiness
was 7.4, and the standard deviation 1.92 (n=42,295).

Explanatory Variables

In addition to individuals’ scores in the dimensions of social capital in the form of a
latent model, we introduce a series of control variables that are commonly applied
in this type of work, as referred to in the introductory section. The following Table 5
shows their description and the expected impact on happiness in view of the studies
consulted.

With this set of variables, together with the derived dimensions of social capital,
we propose the following modelling (Fig. 1) in which we can see that age is also
squared, in order to study the quadratic U-shape effect (Clark & Oswald, 1994).

Taking advantage of the data structure, we apply a multilevel model, specifically
a two-level model, with level 1 corresponding to individuals and level 2 to countries.
Furthermore, given the nature of our happiness variable expressed on a scale where
0 is extremely unhappy and 10 extremely happy, an ordered multilevel logit model is
proposed. The ordinal logistic regression model is usually used when the dependent
variable is ordinal. In other words, it is used to facilitate the interaction of dependent
variables (which have multiple ordered levels) with one or more independent
variables. Social capital adopts the format of a latent variable in the diagram. These
variables can be thought of as a composite score of other variables and they are
represented by ovals. By proceeding in this way, we can study the impact of each of
the proposed dimensions on our configuration of social capital.

Results

The GSEM is a key tool for causal mediation analysis, although it does make strong
assumptions and offers few tests to assess goodness of fit. The Akaike information
criterion (AIC) and Bayesian information criterion (BIC) are used to measure the
performance of the model proposed in this study. Table 6 shows the results of the
empty model, the model with control variables, and the full model, reporting odds
ratios, AIC and BIC. Control variables and social capital variables are significant in
both models. When comparing the AIC and BIC values of the empty model and the
full model, the results indicate that the full model is better able to capture the rela-
tionship between happiness and social capital.

Seven control variables were included in the model, since previous research has
found these to be associated with happiness: age, gender, unemployment, education,
cohabitation, low income household income, and self-rated health. In addition, the
five dimensions that symbolize social capital in our work were added. These were
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Gender
Age
Institutional Trust
Age2
cntry,
SocialTrust
|
Lowlncome \ ordinal
p— ——
happy SocialCapital SocialTies
Health / logit
Civicmindedness
Education
Religiosity
LivingPartner
Unemployment

Fig. 1 Model GSEM. Source: Own elaboration with the Statal7 program

institutional trust, social trust, social ties and voluntary association, civic-minded-
ness and sense of belonging, and religiosity.

The results for the block of control variables indicated a significant effect,
supporting previous works that found these variables to be important in predicting
happiness. When gender-related information was taken into account, a significant
gender gap emerged, with women being more likely to have a higher level of
happiness than men. Overall, age is negatively associated with happiness, although
quadratic age has a positive association, confirming the existence of a U-shaped
relationship between age and happiness (Pierewan & Tampubolon, 2015). In
contrast, living together as a couple was associated with greater happiness, a result
that is in line with the paper by Musick and Bumpass (2012), which identifies living
together as a more beneficial factor for happiness and self-esteem in the USA.

Socioeconomic characteristics were introduced into the estimation and many of
them were found to be a source of happiness inequalities. For example, 10% of the
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Table6 GSEM (Multilevel regression analyses)

Model (Dependent variable: How happy are you?) (Odds ratios)

Independent variable Model 1 (n=40,411) Model 2 (n=31,258) Model 3 (n=31,258)
Gender 1.08 %% 1.043%%*
Age 0.972%%* 0.980%**
Age squared 1.000%:* 1.000%#*
Education 1.014%#%* 0.9897%**
Health 2.600%%*%* 2.254%#%%
Unemployment 0.733%%%* 0.779%%**
Low income 0.555%%#%* 0.604#7%*
Living with a partner 1.382%%% 1.391 %%
Institutional trust 1.341 %%
Social trust 1.427%%%*
Social ties and voluntary associa- 1.472%%%
tion
Civic-mindedness and sense of 1.525%%%*
belonging
Religiosity 1.055%#:*
AIC 151,745.9 113,635.1 109,744.8
BIC 151,840.6 113,793.7 109,945.2

P-values: *p <0.01; **p <0.05; ***p <0.001

Source: Own elaboration

households with the lowest income were more likely to report being unhappy. This
result shows that income matters for happiness when households have low incomes.
Being unemployed was significantly associated with a lower probability of being
happy. In addition, a higher level of education was found to be related to a lower
levels of happiness. The results support the work of Veenhoven (2005), who identifies
that education does not generally make people happier. Along these lines, Clark and
Oswald (1996) argue that higher education can make people more ambitious, which
could reduce life satisfaction, as higher aspirations are more difficult to fulfill.

Among the control variables, the variable that has the greatest impact on happi-
ness is health. Respondents who reported better health were more likely to be happy.
The results for health are consistent with the findings of Gerdtham and Johannesson
(2001), whose work reported a significant and positive relationship between happi-
ness and good health. Similarly, Subramanian et al. (2005) worked with U.S. data
and found that individuals who are healthier tend to be happier.

All dimensions of social capital are significant in our analysis. As in previous
research (e.g. Helliwell & Wang, 2010), the positive and significant coefficient
indicates that an increase in institutional trust, one of the key elements of social
capital, makes individuals happier. Our model revealed a positive impact of social
trust on happiness. Social ties also play an important role in facilitating social change
and connecting groups (Kao, 2004). Consistent with most findings in the literature
on social ties and associationalism, the results show that a strong social network
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of friends and participation in associations and political groups makes individuals
happier. As regards civic-mindedness and sense of belonging, we found a positive
relationship between happiness and this dimension of social capital. In contrast to
other works, such as Bjgrnskov (2008), in our analysis we found that civility has
a significant positive impact on happiness. Helliwell and Barrington-Leigh (2012)
also incorporate variables of sense of belonging to a community, province or
country and find that these variables are highly significant and positively related to
subjective well-being. Religiosity, proxied by frequency of church attendance and
degree of belief, is associated with greater happiness. Barro and McCleary (2003)
find a significant and positive association between religious freedom and happiness.
In this sense, Frey and Stutzer (2002) conclude that believing in God positively
affects happiness, which is supported by our model.

Discussion and Conclusion

Happiness is one of the driving forces of human life and is a concept that arouses
significant scientific and social interest (Ram, 2010). One of the main objectives of
our work was to evaluate the role of social capital in explaining happiness. Following
the work of different authors, we provide a broader definition of social capital,
dividing the concept into five dimensions. As the findings of our study suggest,
trust, participation in associations, civility and religion are positively associated
with subjective well-being. Using the models developed, we identify significant
relationships between happiness and the five dimensions. We have found that social
ties lead to higher levels of happiness. Human beings establish various types of
interpersonal relationships throughout their lives so that they need social support
to be happy. Authors such as, for example, Rodriguez-Llanes et al. (2013) find that
social support is one of the most important resilience factors after stressful events.
By feeling listened to, understood, supported and respected, our well-being increases.
Therefore, social support can certainly be a useful tool to fight against the effects of
COVID in society. However, we should not forget that the relationship between social
ties and happiness may vary according to gender, age and socioeconomic position,
as these determinants are associated with different responsibilities and resources.
The results of the study are evidence of these variations. In relation to social support,
religion also has a positive effect on happiness. What could be the explanation?
The main factor seems to be the strong social support that churches offer to their
members. It seems that it is not so much the fact of believing in something, but
the fact of belonging and participating in a community that supports and comforts
its members. Religion, with its rituals, promotes the sharing of experiences and
the feeling of belonging to a community. The results are particularly relevant in a
context marked by COVID-19, in which trust in institutions in many countries has
been worryingly eroded. This study provides valuable empirical research on social
capital by examining the effects of various forms of social capital on well-being
that are significantly influenced by the sociocultural context of Europe. In recent
years there has been a great deal of public and political debate about immigration,
ethnic diversity and social cohesion (Cheong et al., 2007). Many people argue that
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the rise of populism in Europe and elsewhere is due to people feeling marginalized,
distrusted and generally unhappy. In the current climate, trust in institutions and a
sense of belonging are of vital importance to ensure peaceful coexistence between
the different EU states. The EU is a multicultural space and, therefore, in order to
guarantee a happy coexistence, group identities must be protected, without forgetting
to respect individual rights. European decision-makers must contribute to the creation
of a European identity so as to ensure the EU survives. By strengthening trust in
institutions and fostering a self-identity, the EU could avoid a situation similar to that
experienced with Brexit. The UK was for a long time one of the most Eurosceptic
countries in the EU, which resulted in a weak European identity. Carl et al. (2019)
find that the British people’s weak sense of European identity was a key factor in the
Brexit vote. In recent years, the Czech Republic or certain eastern European countries
such as Hungary have also shown a strong distrust of EU institutions. All of this
highlights the need to strengthen ties between EU members. Understanding the links
between social capital and subjective happiness at the individual and aggregate levels
allows us to further the already extensive research on happiness.

Our research does, however, evidence certain limitations. First, our intention
was to cover all EU countries. Nevertheless, the data series was not available for
all countries. Second, the evidence of the results is limited to the set of countries
studied, although it would be interesting to establish a division by regions at the
European level so as to determine whether social capital interacts with happiness
differently depending on the area analyzed. In addition, prominent among the con-
trol variables is the effect of health on happiness, such that we believe it would be
interesting to develop a bivariate multilevel model to study the effect of social capi-
tal on both variables. Moreover, the results show a significant gender gap, such that
in future work it would be interesting to explore whether this gap might be explained
by social capital.
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