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Abstract
This research article delves into the intricate connection between socioeconomic variables and interpersonal trust, employing a
robust logit analysis using WVS (wave 7) for 55 countries. Built upon established theories in the fields of sociology and economics,
this study aims to explore the influence of a range of independent variables on interpersonal trust, including GDP per capita, the
Human Development Index (HDI), the gender development index (DGI), population size, internet users, satisfaction, and income
problems. Our findings support the resource-based theory of trust by demonstrating that GDP per capita and HDI have a significantly
positive impact on interpersonal trust. The analysis indicates that a larger population size is associated with a decrease in trust, which
aligns with theories that emphasize the challenges posed by increased population complexity. Moreover, the research identifies that
internet users and satisfaction exert a moderate positive effect on trust, highlighting the role of information access and well-being in
trust formation. Furthermore, income problems are shown to have a significant negative effect on interpersonal trust, aligning with
the socio-economic stress theory. The results of this study offer valuable insights for policymakers and economists aiming to foster
interpersonal trust in various social contexts. A comprehensive understanding of the multifaceted influence of these variables on
trust can inform the development of more effective strategies.
Keywords: Interpersonal Trust, Socioeconomic variables, economic development.

1. Introduction

Policymakers, in their pursuit of fostering economic development, are faced with the formidable challenge of not only formulating
the optimal policy mix but also comprehending the profound impact of human behavior on policy implementation. In this intricate
landscape, behavioral economics assumes a pivotal role in realizing stable and elevated levels of economic development. Our focus
is on the fundamental role of interpersonal trust in this context, a concept proposed by Borum in 2010. Towards the end of 20th
century, with increasing globalization and socialization in organizations, the research on interpersonal trust entered a phase of
speculative explosion. Scholars began to systematically study the influencing factors and effects of interpersonal trust, and put
forward development stage theory, rational choice theory, associal system theory (social structure and social culture theory), etc.,
which laid a solid foundation for the following research. Since the beginning of 21st century, interpersonal trust at organizational
level and social level has received increasing attention as people have been paying more concentration to trust between individuals,
both within organizations and in society as a whole.

Interpersonal trusts play an important role in individual decisions at the micro level as well as economic performance at the macro
level. Interpersonal trust determines not only individual incentives but the realization of macroeconomic policies. Nevertheless, it is
imperative to acknowledge the relative paucity in economic literature when it comes to explaining the causal effects of interpersonal
trust on development. What's intriguing is that higher economic growth doesn't always lead to increased interpersonal trust, as
suggested by studies by Helliwell (1996), Inglehart (1997), and Olson (1982). One possible explanation for this is that interpersonal
trust plays a more prominent role in developing and less developed countries, as indicated by Ji and Long in 2022. Existing literature
has firmly established that interpersonal trust and trustworthiness are keystones for achieving higher economic development, with
influential works from scholars like Banfield (1967), Coleman (1988), Dasgupta and Gambetta (1988), Fukuyama (1995), Greif
(1993), and Putnam (2000). Without the presence of interpersonal trust, mobilizing the necessary reforms for growth becomes not
only challenging but almost impossible to sustain in the long term. This underscores the need for an comprehensive exploration of
the intricate relationship between economic development and interpersonal trust.

Our study aims to shed light on the causal effect of economic growth on interpersonal trust by considering factors including GDP
per capita, the Human Development Index (HDI), the gender development index (GDI), population size, internet users, satisfaction,
and income problems. Importantly, we look at how these factors evolve over time, spanning the years from 1999 to 2020. To achieve
a comprehensive understanding of the dynamics involved, we use panel data instead of cross-sectional data on trust, enabling us to
capture time-varying determinants of interpersonal trust. This approach puts us in a better position to grasp the successful
implications of policy implementation. Our estimates of interpersonal trust are based on data from the World Values Survey,
encompassing five waves, which allows us to trace the evolution and evaluation of interpersonal trust over decades for fourteen
major nations across the globe, representing various regions.

The study is structured as follows. Section | introduces the core objectives and the rationale behind our research, In Section 11, we
delve into an extensive review of existing literature, offering insights into the theoretical foundations and empirical findings, and
section 11l shows the estimation strategy, and the data descriptions. In Section IV, where we investigate the impact of economic
development, HDI, GDI, population size, internet usage, levels of satisfaction and income disparities on interpersonal trust. Section
V provides the conclusion of the study that brings together our findings to provide a conclusive assessment of the implications and
significance of our research.
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2. Literature Review

Trust serves as a fundamental catalyst for economic growth, as demonstrated by various scholars (Knack & Keefer, 1997; Arrow,
1974). These studies underline the role of interpersonal trust in lubricating the social system and, more importantly, in substantially
influencing economic growth. Zak and Knack (2001) assert that sufficient interpersonal trust is not only necessary for economic
development but also has a substantial impact on economic growth. The relationship between trust, development, and education is
explored by Collie et al. (2015), revealing how higher levels of education contribute to changes in interpersonal trust. Human capital,
a pivotal element for a country's economic growth (Aslam, 2020), is identified by Coleman (1988) as a potential transmitter of
interpersonal trust, further reinforcing the interconnectedness of these factors. The significant drop in both trust among people and
trust in authorities highlights the importance of interpersonal trust. It's a crucial factor often overlooked but crucial for successfully
implement policies (Simpson, 2007).

Fehr (2009) emphasizes the significant favorable influence of trust on macroeconomic variables such as GDP growth, inflation,
investment, and international trade volume. Studies by Fukuyama (1995) and Zak and Knack (2001) argue for a positive association
between GDP per capita, Human Development Index (HDI), and trust levels. The resource-based theory of trust, as proposed by
Uslaner (2002) posits that economic prosperity lays the foundation for social cohesion, fostering trust. Newton and Zmerli (2011)
extend this notion, highlighting the role of social fragmentation in eroding trust within larger communities. Pervaiz and Chaudhary
(2018) contribute a comprehensive investigation into the relationship between trust, economic growth, and human development.
Their findings suggest a positive and significant effect of trust on human development, emphasizing the indirect impact on economic
growth. Shengelia (2017) explores the influence of interpersonal trust on the motivation of international company employees,
showcasing the role of social capital in the growth of transnational companies. Knack and Zak (2003) present a formal model
examining the impact of public policies on trust levels and their subsequent effect on economic growth. Policies promoting freedom,
redistributive transfers, and education efficiently stimulate prosperity by strengthening the rule of law, reducing inequality, and
facilitating interpersonal understanding. Rothstein (2001) presents conflicting results regarding the relationship between trust and
economic growth, using panel data for various country groups. The study differentiates between interpersonal trust and systemic
trust, revealing a negative relationship between economic growth and an increase in trust.

Aslam and Ghouse (2022) focus on the impact of social and macroeconomic determinants on interpersonal trust levels. Their
findings highlight the significant contributions of rule of law, order, political stability, and human capital to interpersonal trust,
revealing an indirect role of economic growth on trust levels. Szabo et al. (2013) investigate the role of interpersonal trust within the
innovation versus prosperity relationship and finds that interpersonal trust is a more significant determinant of innovation
development than prosperity. Bliek (2015) examines the development of interpersonal trust within countries and its relation to
economic performance. The study reveals that societal modernization, fueled by economic growth, hampers trust development, with
the positive elastic effect of trust on economic performance overshadowed by the modernization process. Efficiency in business
operations and the facilitation of large enterprises are attributed to high levels of trust (Ahmad & Hall, 2017; Craig, 2007; Fahr &
Irlenbusch, 2000; Olaisen & Revang, 2017; Osherenko, 2006; Peloso & Caldwell, 2011; Teraji, 2008). Korsgaard et al. (2018) widen
a dynamic view on interpersonal trust, considering its stages of growth, breakdown and recovery. incorporating phases of
development, dissolution, and restoration. The evidence from this study shows that various factors in our surroundings and our own
actions influence how we trust others.

The importance of trust in supporting economic growth is reiterated by Ahmad & Hall (2017), Aslam (2020), and Roth (2006).
Trade, a cornerstone of economic activities, involves trust in goods, services, and suppliers, as highlighted by studies such as
Castaldo et al. (2009), Chusseau et al. (2008), and Kowalski et al. (2021). Establishing trust and embodying trustworthiness can
pose significant challenges, and defining or measuring these qualities can prove to be even more intricate ( Chen, Yang, & Chen,
2020; Chita-Tegmark, Law, Rabb & Scheutz, 2021; Ullah & Ali, 2024; Hergeth, Lorenz, Vilimek & Krems, 2016; Platt, Walker,
Verwey, & Martens 2018; Jacobson & Kardia, 2018; Ullman & Malle, 2018; Somu, Kirthivasan, & Shankar Sriram, 2017; Mainous,
Smith, Geesey & Tilley, 2006).

In conclusion, this literature review provides a chronological and detailed exploration of the complex interplay between
macroeconomic factors and interpersonal trust, laying the groundwork for a comprehensive analysis in the context of global data.

3. Data and Methodology

To investigate the impact of macroeconomic variables on interpersonal trust we employ a robust logit analysis. Logit regression is
ideal for analyzing interpersonal trust due to its suitability for binary outcomes and ability to accommodate diverse predictor
variables. Leveraging data from the credible World Values Survey allows for longitudinal analysis, unveiling temporal trends and
socio-economic influences on trust evolution, thereby providing valuable insights.

Our dataset comprises observations from 55 countries. The selection of these countries is based on data availability, ensuring that
we include as many nations as possible to enhance the comprehensiveness and coherence of our analysis. While the countries in our
study exhibit mixed data based on data availability, our focus on 14 countries with similar characteristics facilitates meaningful
comparisons and results. We use dependent variable, interpersonal trust, and a range of independent variables including GDP per
capita, the Human Development Index (HDI), the Gender Development Index (GDI), population size, internet users, satisfaction,
and income problems.

To intricate the connection between socioeconomic variables and interpersonal trust, this study employ a robust logit analysis in
which we estimate the following equation:

Logit(P(trust)) = Bo + B1GDPpercap + Bohdi + Bsgdi + Bapop + Psinternetusers +pssatisfaction + Bzincome_problem + e

Where , the variable “Trust” measures the responses of the variable “trust” of individuals , GDP percap stands for Gross Domestic
Product (GDP) per capita, hdi represent human development index (HDI), gdi represent gender development index that measures
gender gap, pop stands for population, internetusers represent internet user, satisfaction and income_problem represents satisfaction
and income problem.
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Interpersonal trust, our dependent variable, is measured through a question posed to survey respondents: "Generally speaking, would
you say that most people can be trusted, or that you need to be very careful in dealing with people?" Respondents can choose from
the options "Most people can be trusted,” "Can't be too careful,” or "Depends.” An average indicator for interpersonal trust is
constructed based on the proportion of respondents who selected "Most people can be trusted.” This data is obtained from the World
Values Survey (WVS) database, a respected source for attitudinal and values-related information. The selection of interpersonal
trust is based on the studies of (Aslam & Ghouse 2022; Jalan, Matkovskyy, Urquhart, & Yarovaya, 2022; Sohlberg, 2022; Fang &
Zhu, 2022; Ibrahim & Rasheed, 2024; Rath, 2024).

However our independent variable, Gross Domestic Product (GDP) per capita expressed in US dollars as a measure of economic
growth. Numerous studies have confirmed a positive association between GDP per capita and interpersonal trust (Uslaner, 2002;
Zak & Knack, 2001; Aydemir, 2024). Population measures the number of people in a country. Larger populations can lead to higher
levels of trust, particularly when these populations are diverse and well-managed (Uslaner, 2002; Igbal & Abbas, 2024). Human
development index (HDI) is indices developed by UNDP. It comprises of three dimensions of development which are income,
education and health. The GDI measures gender gap in human development achievements in three basic dimensions of human
development: health, education, and command over economic resources. Internet user is the total individual using internet percent
of population. The increased access to information and communication tools may foster greater interpersonal trust, as people become
more informed and connected (Putnam, 2000; Quader, 2024). Satisfaction encompasses the overall contentment with societal
conditions, can also influence interpersonal trust ( Helliwell & Putnam, 2004; Farhadi & Zhao, 2024). Income problem is obtained
from the World Values Survey (WVS) database through a question posed to survey dependents: Women have the same rights as
men”. The socio-economic stress theory suggests that financial hardships and income problems can erode interpersonal trust.
Economic difficulties may increase individuals' anxiety and reduce their willingness to trust others (Alesina & La Ferrara, 2002).

4. Results and Discussion

This section document the association between interpersonal trust and its relation with macroeconomic variables. Models 2, 3, 4, 5,
6, 7 showcased in Table 1, undergo regression to perform a sensitivity analysis, thereby affirming the credibility of the outcomes
observed in the final model (1). The research employs a logit model to estimate the relationship between interpersonal trust and the
selected macroeconomic variables by running individual regressions on the trust question and found that they share a significant
relation. The results provide a basis for informed policy decisions aimed at cultivating trust in global and national contexts, ultimately
contributing to more cohesive and resilient societies.

Table 1: Results

1) ) ®) 4) () (6) (7)
VARIABLES Final without without without without without without
World income satisfaction internet population  GDI HDI
(Logit) (Logit) (Logit) (Logit) (Logit) (Logit) (Logit)
GDPpercap 1.31e-05*** 1.30e-05*** 1.30e-05***  1.29e-05*** 1.29e-05*** 1.42e-05*** 1.97e-05***
(1.11e-06)  (1.11e-06)  (1.11e-06) (1.10e-06)  (1.11e-06)  (1.11e-06)  (8.55e-07)
hdi 3.571*** 3.715%** 3.627*** 4.002%** 3.583*** 2.613***
(0.389) (0.388) (0.387) (0.261) (0.389) (0.373)
gdi -2.790%**  -2.847*** D 534*** -2.803***  -2.811*** -1.983***
(0.309) (0.308) (0.307) (0.308) (0.309) (0.298)
pop -5.01e-10** -4.95e-10** -4.35e-10**  -5.19e- -5.42¢- -5.21e-10***
10*** 10***
(1.95e-10)  (1.94e-10)  (1.94e-10) (1.94e-10) (1.94e-10)  (1.95e-10)
internetusers 0.00218 0.00184 0.00152 0.00245* 0.00269* 0.0123***
(0.00147) (0.00146) (0.00147) (0.00147) (0.00145) (0.000997)
satisfaction 0.0569***  0.0591*** 0.0564***  0.0562***  0.0512***  (0.0580***
(0.00675) (0.00673) (0.00673) (0.00674) (0.00669) (0.00671)
income_problem 0.0227*** 0.0265*** 0.0222***  0.0226***  0.0247***  0.0273***
(0.00565) (0.00564) (0.00564) (0.00565) (0.00562) (0.00563)
Constant -2.595%** D AB3***  -2.463*** -2.764***  -2.618*** -4.538***  -1.443***
(0.300) (0.299) (0.298) (0.278) (0.300) (0.215) (0.271)
Observations 35,012 35,012 35,012 35,012 35,012 35,012 35,012
Standard errors in parentheses *** n<0.01, ** p<0.05, * p<0.1

The results from table 1, provide support the resource-based theory of trust as proposed by Uslaner (2002), posits that economic
prosperity provides a foundation for social cohesion, fostering trust among individuals. The coefficients for GDP per capita and HDI
are positive and statistically significant in all models. Higher GDP per capita and HDI levels are associated with increased
interpersonal trust. Knack and Keefer (1997) also affirm the conclusion that nations with higher levels of interpersonal trust are also
equipped with better-educated populations. In other words, increase human capital can escort to an enhance in trust among
individuals. Human capital and population growth go hand in hand when it comes to encouraging the trust process among
individuals. Another important implication of results is that having trust between people might help explain growth better. The
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negative and significant coefficient for population size suggests that larger populations are associated with decreased trust. This
aligns with theories emphasizing the challenges posed by increased population complexity. Internet users and satisfaction exhibit
positive coefficients in the models, indicating a moderate positive effect on trust. This underscores the role of information access
and well-being in shaping trust dynamics. Lastly, the negative and significant coefficient for income problems supports the socio-
economic stress theory. Higher levels of income problems are associated with lower interpersonal trust.

5. Conclusion and Policy Implication

This study contributes to the understanding of the intricate relationship between macroeconomic variables and interpersonal trust.
Drawing upon a comprehensive review of existing literature, our analysis confirms the significant impact of economic factors such
as GDP per capita and HDI on trust levels. Higher levels of economic prosperity and human development are associated with
increased interpersonal trust. Furthermore, findings suggest that while internet access and satisfaction positively influence trust,
larger population sizes and income problems are associated with decreased trust levels. These results underscore the multifaceted
nature of trust dynamics and emphasize the importance of addressing socio-economic challenges in fostering trust within societies.
The findings of this study have significant implications for policymakers aiming to cultivate trust in both national and global context.
Policymakers should prioritize policies that address socio-economic inequalities, promote human development, and enhance
transparency and accountability to foster trust and create more cohesive and resilient societies. By understanding the complex
interplay between macroeconomic factors and interpersonal trust, policymakers can design targeted interventions to promote trust
and facilitate inclusive growth and development.
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