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Effect of Relative Income Transition on Generalized Trust
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Abstract

This study performs an empirical analysis on the effect of relative income transition on
generalized trust, instead of a relative income standard at a certain point in time. For
males, increases in relative income influenced generalized trust. On the other hand,
although increases or decreases in relative income have affected changes in generalized
trust for females as well, this impact was smaller for females when compared to that for
males. In addition, a greater increase in relative incomes does not imply an
improvement in generalized trust, indicating that the relationship between the two is

more complex than expected.
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I suggest as one possible interpretation that they are reactions of society to compensate
for market failures. It is useful for individuals to have some trust in each other’s word.
In the absence of trust, it would become very costly to arrange for alternative sanctions
and guarantees, and many opportunities for mutually beneficial cooperation would have to

be foregone.
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