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Abstract

The objective of this paper is to examine the relationship between different forms of social capital
and subjective well-being in Malaysia. Subjective well-being is observed based on two aspects:
happiness and life satisfaction. The analysis using data from the World Value Survey with 1300
respondents. Based on the ordered probit regression analysis, it is found that bonding and linking social
capital contribute to happiness. Happiness also increases for those who are more active in associations.
However, bridging social capital based on trust of people from other religion and ethnic group as well
as people whom an individual does not know have adverse contribution to happiness. Only linking
social capital has a positive relationship with life satisfaction. In terms of religiosity, importance of
God seems to have positive relationship with both happiness and life satisfaction. Other factors such as
health status, income, marital status and education also have the influence on Malaysians’ happiness
and life satisfaction levels.

Keywords: happiness, life satisfaction, bonding social capital, bridging social capital, linking
social capital

Introduction

Earlier studies on economics of happiness focused on relationship between income and happiness.
World Happiness Report (2018) reveals that the happiest country in the world is Finland, followed by
Norway and Iceland. It is stated that all the top ten happiest countries are among the countries which
have highest income. This outcome brings to a positive correlation between income and happiness.
However, income alone is not sufficient enough to measure one’s well-being. For example, United
States which is known as the wealthiest country in the world is not in the top ten ranking. As
propagated by Easterlin (1974, 1995), the levels of well-being do not seem to be increasing with the
increase of income, which is known as the “Easterlin Paradox”. It concludes that economic growth is
positively related to well-being only in short term.

Although Gross Domestic Product (GDP) is associated with well-being at one period, the correlation
seems to fade as time goes by. In fact there are other elements out there that contribute to the well-
being, such as social support. Social capital, as the determinant of subjective well-being slowly takes
place after GDP. Social capital is defined as the network of people who live and work in a society and
enables that society to function effectively. Social capital refers to trust, social norms and networks,
and is spaciously recognized in the literature as an important element to increase the economic and
social development (Coleman, 1988).
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Emile Durkheim, a sociologist from France, stated that socializing and being connected would bring
benefit to human beings will prevent a person from a negative situation (Kroll, 2011). Due to lack of
social capital, people are not able to make themselves comfortable or stable as they do not have
enough support from the people around them. High social capital among neighbours or communities
could lead to high subjective well-being due to the moral support from each other and would improve
the function of society. Putnam (1995, p. 67) defined social capital as “features of social life -
networks, norms and trust that enable participants to act together more effectively to pursue shared
objectives”. Coleman stated that ‘‘social capital is defined by its function. It is not a single entity but a
variety of different entities having two characteristics in common: they all consist of some aspect of
social structure, and they facilitate certain actions of individuals who are within the structure”’
(Coleman 1990, p. 302).

Well-being is used spaciously in happiness studies, ranging from individual’s happiness to satisfaction
of needs (Ro-yo & Velazco, 2006). There are two aspects of subjective well-being: life satisfaction
and happiness. These two terms are used interchangeably among researchers (Easterlin, 2001; 2003;
Ng, 2003; Frey & Stutzer, 2002; Frey, 2008). Studies on economics of happiness and life satisfaction
were mostly carried out in the Western countries, thus it should also be focused on non-Western
countries which are in the process of developing (Selin & Davey, 2012).

The World Happiness Report 2018 (Bedi, 2019) has recognized Malaysia to have happier society when
it is ranked as the 35™ happiest country out of 156 countries. The recognition is based on the
uniqueness of Malaysia as a multiracial country where the unity among the people can clearly be seen
regardless of their races, religions and the standard of living. A study by Howell &Howell, Wan and
Ryan (2012) shows that the increase of health among Malaysians could increase the happiness, while
better financial leads to increase in life satisfaction. Other factors such as gender, age, marital status,
religiosity and education were also found to have influence on happiness and life satisfaction levels.

The objective of this study is to examine the relationship between subjective well-being and different
types of social capital. Subjective well-being is observed from two aspects: happiness and life
satisfaction. Thus, the influence of the three main types of social capital, bonding, bridging and linking
social capital, on both happiness and life satisfaction will be examined in two separate models.

Besides different types of social capital, other factors such as income, health status, religiosity, marital
status, educational levels and ethnicity are also taken into consideration in the analysis. This paper is
divided into four sections: literature review; data and methodology; results and discussion; conclusion.

Literature Review

Social capital exists in our daily lives at every level of society. It is defined as the network of
relationship among people who live and work in a particular society. It is also defined as “the capacity
of individuals to command scarce resources by virtue of their membership in networks or broader
social structures” (Portes, 1988). Through his research, Putnam proved that communities who engage
with more social capital would function better. ‘Strong ties with intimate friends may ensure chicken
soup when you’re sick’ (Robert Putnam 2000, p. 323). Besides being important to the effectiveness of
individuals and communities, social capital also has a powerful impact on health as well. Based on the
previous findings, the exist of social capital in society can create higher impression of well-being
(Helliwell, 2002).

Social scientists categorized three types of social capital based on relationship at different levels:
bonding social capital, bridging social capital and linking social capital. Bonding social capital exists
in a group of people who are similar in some ways such as family members, close friends and
neighbours. Bridging social capital exists in individuals who are not similar in socioeconomic and
other characteristics such as different in background, age or gender. Linking social capital refers to the
relationship between different social power or authority in different strata where power, wealth and
social status are accessed by different groups.
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Well-being is an important phenomena in living lives. Many social scientists have researched whether
happiness plays such as important role to mankind. The term subjective well-being is often used with
‘happiness’ and ‘life satisfaction’ in the literature. Happiness is the effective and volatile element,
while life satisfaction is a stable and evaluative process that correlates with long life (Diener 1984;
Krueger and Schkade 2008). Happiness is measured by asking people to evaluate a certain life domain
such as work and family by using multiple-item or single-item questions. A commonly used question in
measuring happiness which also being used by the World Value Survey (WVS) is “Taken all things
together, would you say you are: 1. very happy, 2. pretty happy, 3. not too happy.” (Diener, 2009;
Sarracino, 2010). Life satisfaction is defined as “the way in which people show their emotions and
feelings and how they feel about their directions and options for the future” (Anand and Paul, 2016).
Question taken from World Value Survey is “All things considered, how satisfied are you with your
life as a whole these days?”. Respondents can rate themselves on a scale from 0 (completely
dissatisfied) to 10 (completely satisfied).

The relationship between social capital and happiness was found to be positive at individual level due
to support and sharing among the community. Through the international well-being data, Helliwell
(2003) suggested that differences in well-being can be explained by differences in social capital.
Mohammad Ghamari (2012) conducted an empirical study on high school students of Karaj City to
investigate the relationship of social capital and happiness on 318 students. The result showed that
there is a positive relationship on social capital and happiness. A survey was conducted by Woo and
Kim (2017) to examine the impact of social capital on life satisfaction among Asians, specifically in
South Korea and Taiwan with 978 respondents. Considering health condition, social status and belief,
the result showed that social capital has a positive impact on life satisfaction in Taiwan.

Matsushima and Matsunaga (2015) carried out a study in Japan on what type of social capital relate to
one’s subjective well-being. They result shows that overall, social capital has a positive relationship
with subjective well-being. Trust and volunteering correlate positively with one’s subjective well-
being, whereas membership in organizations does not. Trust is an important indicator in measuring
social capital and community with trust among themselves will improve their way of lives.

Dolan et al. (2008) carried out a study on more than 80 countries and the outcomes showed a positive
relationship between trust and subjective well-being. Nadeem and Ankitha (2017) conducted a survey
to observe the relationship between interpersonal trust and happiness among young adults in Bangalore
city, India. Three hundred respondent with age around 25 years old are involved. The result showed
that there is a significant and positive correlation between interpersonal trust and happiness.

A study was carried out by Churchill and Mishra (2017) to investigate the associations among trust,
social trust and subjective well-being in China. It was found that the effect of social capital on
subjective well-being in China as a developing country is weaker compared to the effect of income.

Kanai (2015) carried out a survey in Japan on 11,814 respondents to see the effect of bonding and
bridging social trust between gender on subjective well-being. The result showed that for female
sample, both bonding and bridging social capital have positive effects on subjective well-being. On the
other hand, male sample indicates that there is a negative effect between bonding and bridging social
capital on subjective well-being.

Besides social capital, it was found that happiness and life satisfaction have important relationships
with other external factors such as age, race, being employed, being married, healthy and having a
religion. Williams (2003) claimed that married couples are healthier and have higher level of well-
being than unmarried ones. According to Easterlin (2006), happiness is at the peak point during the
age 18 to 51 and however will decrease after that. The U-shape relationship describes that life
satisfaction is low at the age of 45 to 55. In terms of religiosity, a study by Okulicz-Kozaryn (2010)
on 79 nations using the WVS data revealed that religious people have higher life satisfaction compared
to the non-religious ones.
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Chen and Meng (2015) carried out a study to investigate the relationship of bonding, bridging and
linking social capital and self-rated health among Chinese adults in China. They found that bonding
and linking social capital are positively correlated with health at individual level. Whereas, bridging
social capital has a positive relationship with health at community level.

Using probit analysis to generate self-rated happiness, Cheah and Tang (2013) conducted a survey on
398 Malaysians involving variables such as age, marital status, gender, education, employment status,
income, ethnicity and health. It is found that marital status, ethnicity and education are significant in
determining individual’s happiness.

Data and Methodology

This study is carried out to examine the relationship of social capital and subjective well-being in
Malaysia. The two elements of subjective well-being are happiness and life satisfaction. They are
examined separately as factors that influence happiness and life satisfaction could be different. The
data used to investigate social capital influence on happiness and life satisfaction in Malaysia are based
on WVS wave 6 (note: As for wave 6, global survey were carried out between 2010 to 2014. For
Malaysia it was carried out in 2012), with 1300 respondents nationwide.

Level of happiness and life satisfaction are the dependent variables. The level of happiness is measured
using a scale from 1 to 4 according to four different responses of the respondents. The survey question
on happiness in wave 6 read as: “Taking all things together, would you say you are 1: Very happy, 2:
Rather happy, 3: Not very happy and 4: Not happy at all. Life satisfaction question from WVS will be
“All things considered, how satisfied are you with your life as a whole these days?” Respondents are
required to rate themselves on a scale from 0 (completely dissatisfied) to 10 (completely satisfied). In
this study, these range was re-scaled to 1: Completely dissatisfied (1 to 4), 2: Dissatisfied (5 to 6), 3:
Satisfied (7 to 8) and 4 (9 to 10) Completely Satisfied. This will standardize the range for happiness
and life satisfaction which will allow easier comparisons to be made between the two models.

Factor analysis is used to reduce 23 social capital related items into components which could represent
different types of social capital. This technique is useful in studies that involved many variables to
measure a common factor where big number of variables can be reduced into fewer numbers of factors.
In this study, factor analysis is being used to reduce all the 23 social capital related items into bonding,
bridging and linking social capital factors. All the items are subjected to principal component analysis
(PCA) using SPSS. PCA indicates components with Eigen values greater than one. Varimax rotation
is used to facilitate the interpretation of factor loading and coefficients are used to obtain factor scores
for the selected factors.

In this study, the dependent variables, happiness and life satisfaction, are ordinal in nature, thus,
ordered probit model is suitable to be used (Greene, 2002). Here, the answer categories for happiness
and life satisfaction levels are considered only ordinally comparable which means the distances
between the categories are not assumed to be equal. Ordered probit assumes an underlying continuous
dependent variable (y*) which is has a linear relationship with the independent variables (x): y = px +
€. This latent dependent variable (y) in this study is subjective well-being (happiness and life
satisfaction) which are in ordinal categories (y = 1, 2, 3 and 4). STATA is being used to analysis the
ordered probit model in this study.

Results and Discussion

Table 1 describes the dependent variables happiness and life satisfaction among the 1300 respondents
in this study. The mean or average value for happiness is 3.53, which is very close to the level of
“rather happy” (scale 3). Out of the 1300 respondents, 56.5 percent declare themselves as “very
happy”, 39.5 percent “rather happy” and 3.9 percent “not very happy”. None of the respondents
indicate that they are “not at all happy”.
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Table 1 : Descriptive Statistics

Frequency Percent Cumulative
Feeling of happiness:
Not at all happy 0 0 0
Not very happy 51 3.9 3.9
Rather happy 514 39.5 43.5
Very happy 735 56.5 100.0
Total 1300 100.0
(mean=3.53)
Life satisfaction:
Completely dissatisfied 79 6.1 6.1
Dissatisfied 359 27.6 33.7
Satisfied 597 459 79.6
Completely satisfied 265 20.4 100.0
Total 1300 100.0

Mean = 2.81

The level of life satisfaction, also based on scale 1 to 4, 20.4 percent of the respondents feel
“completely satisfied”, 45.9 percent “satisfied”, 27.6 percent “dissatisfied” and only 6.1 percent show
they are “completely dissatisfied” with their lives. There are higher percentage of Malaysian whom are
dissatisfied with their lives (27.6%) as compared to those whom are completely satisfied (20.4%). The
majority are just satisfied with life.

Factor analysis is adopted in this study to group 23 social capital items to identify different components
of social capital. Elements of social capital such as trust in family, neighbours and government;
confidence in police, army and courts and active or inactive membership in organizations were
involved in the process of factor analysis. PCA indicates four components with Eigen values more
than one. In social science studies, moderate communalities values of 0.56 and 0.7 are common and
acceptable, any values less than 0.40 suggest that the item does not related to the other items in the
same factor (Velicer and Fava, 1998). Communalities for all the four social capital components are
within the range of 0.41 and 0.86 which indicate that all the items in each factor are related. The
outcomes show that four components which could be represented by bonding, bridging (trust and
associational life) and linking social capital were identified. Table 2 presents the 23 social capital items
that have been categorized into the four components using factor analysis.

Table 2: Factor Analysis

Bonding-Trust Bridging-Trust Bridging- Linking

Associational
Life

Active/Inactive

membership in:

Church or religious .602

organization

Sports and recreational 721

organization

Art, music or educational .706

organization

Labour Union .645

Political party .613

Environmental organization 784

Professional Association 147

Humanitarian or charitable 774
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organization

Consumer organization 728

Self-help group, mutual aid 731

group

How much you trust:

Your family .790

Your neighbourhood .635

People you know personally 413

People you meet for the first 706

time

People of another religion .804

People of another 816

nationality

Confidence in:

The churches/place of 521
worship

The armed forces 134
The police .849
The courts .860
The government 831
Political parties .749
Women’s organization 526

Bonding (Bonding-Trust) is represented by trust within family, neighbourhood and people we know.
Linking social capital is embedded by confidence in police and arm forces, place of worship, judiciary
system, government, political parties and women organization. Bridging social capital can be divided
into two: Bridging-Associational Life and Bridging-Trust. Bridging- Associational Life consists of
active or inactive membership in: church or religious organization, sports and recreational organization,
art, music or educational organization, labour union, political party, environmental organization,
professional association, humanitarian or charitable organization, consumer organization, self-help
group and mutual aid. Bridging -Trust is named based on the trust given to people you meet at the first
time, people of another religion and nationality.

Happiness and Life Satisfaction Models

Ordered Probit is introduced to analyze cases that have more than two outcomes of an ordinal
dependent variable.

Table 3 shows the results of ordered probit regression on the impact of social capital and other socio-
demographic factors on happiness. Bonding and linking social capital seemed to have significant
contribution to happiness. Trust among family members, neighbourhood and people you met
personally seem to have positive influence on happiness. Confidence in police, courts and government
in linking social capital also have positive impact on happiness. Thus, higher bonding and linking
social capital will bring to greater happiness among Malaysians.

Malaysians involved more actively in associations seemed to be happier. The reason is people who
have social contacts may be happier compared to those who do not have them (Diener and Seligman,
2002). However, in general Malaysians are happy but they do not trust people from other religion and
nationality. They also are cautious and do not trust people they first meet. A negative and significant
relationship between happiness and bridging social capital based on trust shows that happier people
may not have high bridging social capital particularly those that based on trust.
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Table 3: Estimated Ordered Probit on Happiness Model

Happiness Coefficient P-Value
Types of Social Capital

TrustBond 1131751 (0.0071)***
TrustBridge -.0654902 (0.064)*
AssocLifeBridge .0606126 (0.089)*
Linking 2461269 (0.000)***
Religiosity

Religious Svc 2807401 (0.000)***
BelieveGod .1780423 (0.536)
ImportanceofGod .075755 (0.0071)***
Marital Status

Married -.0239758 (0.810)
Divorced/separated/Widowed -.0136798 (0.947)
HealthStatus .6063187 (0.000)***
Income 1141514 (0.000)***
Employment

Employed 4856764 (0.056)*
NotWorking 4608026 (0.082)*
Education Level

Primary 1962553 (0.155)
Secondary 2360416 (0.029)**
Age .00012 (0.973)
Female .0973946 (0.185)
Ethnicity

Malay -.0451194 (0.739)
Chinese -.0422984 (0.773)

Notes: *** ** and * significant at 1%, 5% and 10% levels respectively

Table 4 presents the results of the impact of social capital and other socio-demographic factors on life
satisfaction. The outcomes show that only linking social capital has positive and significant
contribution to life satisfaction of Malaysians. Thus, this study indicates that bonding and bridging do
not increase their life satisfaction levels.

Table 4: Estimated Ordered Probit on Life Satisfaction Model

Life Satisfaction Coefficient  P-Value
TrustBond 0356561 (0.246)
TrustBridge -.0416029  (0.174)
AssocLifeBridge .0434978 (0.161)
Linking .0991732 (0.002)***
Religious Svc .0139589 (0.831)
BelieveGod 6291608 (0.020)**
ImportanceofGod .0570644 (0.007)***
Married 1721318 (0.050)**
Divorced/separated/Widowed 2463488 (0.180)
HealthStatus 4299017 (0.000)***
Income 1122878 (0.000)***
Employed 6012915 (0.011)**
NotWorking 7611105 (0.002)***
Primary -.1845666 (0.131)
Secondary -.002629 (0.978)
Age .0018096 (0.566)
Female -.0877492 (0.170)

Malay .1551042 (0.183)
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Chinese 1244672 (0.329)
Notes: *** ** and * significant at 1%, 5% and 10% levels respectively

Being unemployed has significant adverse influence on the well-being of Malaysians. Similar to the
happiness model, the life satisfaction model also indicates that respondents who are employed and not
working are more satisfied with their lives compared to those who are unemployed. Believe in God and
importance of God in their lives are both important in contributing to life satisfaction among
Malaysians. Thus believe in God makes a person more satisfied with life but not necessarily happier.

Being married as compared to being singles has significant influence on life satisfaction. However,
being divorced and separated compared to being single does not have significant influence on life
satisfaction. Being married as compared to being single makes a person more satisfied with life.

People feel more satisfied when they are healthier. Income is one of the important factors that
contribute to life satisfaction among Malaysians. People with higher income have higher levels of
satisfaction compared to those with lower income. Both income and health status are important factors
in influencing the well-being of Malaysians. Education level does not seem to have significant
influence on life satisfaction.

Conclusion

Even though happiness and life satisfaction are sometimes used interchangeably to represent subjective
well being, in Malaysia we found that different factors could influence them. This study also shows
that different types of social capital have different influence on happiness and life satisfaction. The
outcomes indicate that bonding social capital, which consists of trust among family members,
neighbours and friends, has positive influence on one’s happiness but no significant contribution to life
satisfaction.

Bridging social capital, which consists of involvements in different types of associations, indicates a
positive contribution to happiness. Both types of bridging social capital do not have significant
influence on Malaysians’ life satisfaction.

Linking social capital, which represented by confidence in religious bodies and crucial government’s
services such as security and judiciary, has significant positive influence on happiness and life
satisfaction. Thus, only linking social capital has positive effects on Malaysians’ both happiness and
life satisfaction. Overall, all the three types of social capital: bonding, bridging and linking have
influence on happiness but only linking social capital was found to have positive relationship in life
satisfaction.

Religiosity, income, health and employment are common factors that contributed to subjective well-
being represented by happiness and life satisfaction. Bonding and bridging social capital may not have
influence on life satisfaction but other factors such as being married could make Malaysians more
satisfied in life but not necessarily happier. Good health, higher income and being employed have
significant impact on Malaysians’ subjective well-being, in terms of happiness and life satisfaction.

In terms of religiosity, importance of God seems to have positive relationship with both happiness and
life satisfaction. In general, Malaysians have less trust on people of other religion which mostly
segregated by ethnic groups. This may have some implications on Malaysian society that consists of
multi-ethnic groups.
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