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Ⅰ. Introduction

“Even a poorly connected individual may derive 

some of the spillover benefits from living in a 

well-connected community” (Putnam 2000, p. 20)

According to the World Social Report 2020 

published by the United Nations, income inequality 

has increased in more than two-thirds of the 

world. As the economy becomes increasingly 

polarized, beliefs in upward economic movement 

are also declining globally. The Week (2012) 

reported that “as the ladder’s rungs grow 

farther apart, the ladder becomes more difficult 

to climb” and “the U.S. is no longer the land 

of economic opportunity.” Further, on the 

Huffington Post blog, a reporter asserted that 

“no longer is a college education and hard work 

the ticket to success; and now, rightfully, my 

Millennial generation is … unemployed and 

frustrated” (Donegan 2013). Likewise in South 

Korea, the spoon hierarchical theory is used to 

describe rigid economic mobility. Coming from 

the English expression “born with a silver spoon 

in one’s mouth,” this lay theory depicts the 

prevalent belief that a child’s economic fate is 

predetermined by his/her parents’ wealth (Kwon 

and Yi 2020).

This belief in economic mobility is conceptualized 

as perceived economic mobility (PEM) and 

operationalized by measuring the extent to 

which an individual believes that he/she can 

get ahead through hard work. Recent research 

has examined the impact of PEM in the 

marketing field, such as impulsive purchasing 

(Yoon and Kim 2016), financial behavior 

(Szendrey and Fiala 2018), and interpersonal 

relationships (Kwon and Yi 2020). However, 

few studies have investigated the conditions 

under which PEM changes. In this regard, the 

present research proposes social capital as an 

antecedent of PEM.

Putnam (2015) showed how social networks 

can translate into real currency by finding that 

educational success and economic success are 

possible if individuals have a social network. 

Based on the discussion of social capital in 

sociology, we propose that social capital affects 

the belief in upward economic movement through 

two possible routes: objective and subjective.

Social capital has major theoretical foundations, 

including those of Bourdieu, Putnam, and 

Coleman. While Bourdieu and Coleman emphasize 

the resources from networks and consider 

structural measures of social networks, Putnam 

concentrates on rational factors including norms 

of trust and reciprocity (Bassett and Moore 2013, 

p. 686), defining social capital as the “features 

of social organizations such as networks, norms 

and social trust that facilitate coordination and 

cooperation for mutual benefit.” Thus, social 

capital comprises components such as social 

trust, cooperation, and actions (e.g., social 

participation; Coleman 1988; Petersen 2002; 

Putnam 1993).

Social capital is widely acknowledged as a 
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major factor that induces differences in prosperity 

between regions (Kawachi, Kennedy, and Glass 

1999). It provides multidimensional leverage for 

society by making its members more law- 

abiding, less risky, more likely to help each 

other, healthier, and happier (Daskalopoulou 

and Karakitsiou 2020; Kawachi, Kennedy, and 

Glass 1999). Although health-, behavior-, and 

socioeconomic status-related outcomes are mainly 

discussed, researchers have begun to expand 

the range of possible outcomes of social capital 

(Youngblade et al. 2006). For example, social 

participation via congregating is associated with 

prosocial behavior such as volunteering and 

donating. Research considers the relationship 

between individuals and the congregation level 

of social participation and finds that congregation 

norms are not significant in predicting volunteerism, 

whereas the congregation level of social capital 

is (Houston and Todd 2013; Lewis, MacGregor, 

and Putnam 2013). This result implies that the 

effect of social capital varies depending on its 

level. Therefore, we measure individual- and 

community-level social capital simultaneously 

in the present study.

By demonstrating objective and subjective 

reasons why PEM might be affected by 

community-level social capital, the current study 

investigates the effect of social capital on PEM 

at both the individual and the community levels. 

In terms of objective resources, communities 

with higher levels of social capital can offer 

practical opportunities and facilities necessary 

to climb the economic ladder. Subjective resources 

are mainly based on psychological support, 

which makes people hope to maintain their 

sense of control over the environment.

Social capital at the community level is 

measured by aggregating social capital at the 

individual level using multilevel statistical 

procedures. Further, we investigate the moderating 

effect of wealth at the area level. Using data 

from the Seoul Survey in South Korea, we aim 

to extend investigations of social capital. In 

summary, this study investigates the simultaneous 

effects of community- and individual-level 

social capital on PEM. It also implements a 

multilevel methodology to simultaneously model 

the variation in people’s belief in economic 

mobility at the individual and community levels.

We find that social capital affects individuals’ 

PEM at both the individual and the community 

levels. However, community-level social capital 

influences PEM only for low-income earners; 

high-income earners are not affected by 

community-level social capital. Thus, individuals 

in a society with abundant social capital can 

reinforce their belief in economic mobility by 

being frequently exposed to various practical 

and psychological resources, especially when 

they are low-income earners.

Although numerous findings have been 

presented in various research fields, only a few 

previous works have empirically examined 

social capital in the marketing field. To bridge 

this gap, the current study investigates how 
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PEM is affected by community-level social 

capital as well as whether income moderates 

this effect. This research shows that community- 

level social capital affects the optimistic perception 

of the social structure and that this effect 

varies by income level. Further, this study 

contributes to the social capital discipline by 

analyzing the concept using a multilevel method 

and identifying the moderating factor at the 

context level. In addition, it provides useful 

insights into how we can encourage people to 

live a hopeful lifestyle and into which group of 

people needs this intervention the most. We 

find that individuals in a well-connected and 

supportive society can have the American 

Dream even if their current income is low.

Ⅱ. Literature Review

2.1 Social Capital

The origin of social capital. The origin of 

social capital began from an observation by 

French historian and philosopher Alexis De 

Tocqueville (1835,1945) as he traveled America 

in the 1830s (Greenberg et al. 2016). On his 

journey, de Tocqueville observed that social 

associations were frequent and voluntary among 

Americans. He termed this unique behavior by 

Americans the ‘habit of the heart’ and reasoned 

that this practice of associating led people to 

take care of the well-being of others rather 

than focusing only on their own interest (Zaleski 

2008). De Tocqueville believed that this regular 

effort to meet together supported civil society, 

self-rule, and regulation, which were ultimately 

related to the American social ethos (Greenberg 

et al. 2016; Johnson 2016; Sinha 2016). From 

this perspective, the current research investigates 

the relationship between social capital and 

PEM, which is the so-called American Dream.

The definition of social capital. Regarding 

social capital, three major theoretical works are 

those by James Coleman, Robert Putnam, and 

Pierre Bourdieu. Basset and Moore (2013) 

divided the work of these three major social 

capital theorists into the “communitarian” and 

“network” approaches of social capital. The 

network approach represented by Bourdieu 

and Coleman emphasizes the importance of 

examining social networks (e.g., how and to 

whom individuals are connected). Therefore, it 

investigates the size, range, and diversity of 

individual social connections and resources within 

those networks. The communitarian approach 

represented by Putnam suggests that an 

individual’s feelings about the community 

matter. Hence, it measures the psychosocial or 

cognitive aspects of social capital such as the 

perception of trust and cohesion as well as an 

individual’s participation in society (Basset and 

Moore 2013; Johnson 2016).

As the network approach considers structural 
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measures of social networks, whereas the 

communitarian approach focuses on rational 

factors including norms, trust, and reciprocity 

(Bassett and Moore 2013), these two approaches 

are also referred as the “structural” and 

“cognitive” forms of social capital (Uphoff et 

al. 2013). Structural social capital is composed 

of objective indicators such as participation in 

local activities and membership of a religious 

association to measure the sharing of knowledge 

and collective action. Cognitive social capital is 

composed of subjective indicators such as trust, 

social support, and neighborhood satisfaction to 

measure social cohesion.

Social capital extends from the individual to 

the community level. Halpern (2005) specified 

three levels of social capital: micro, meso, and 

macro. At the micro level, social capital refers 

to close ties to family and friends. Meso-level 

social capital consists of communities and 

associational organizations. Macro-level social 

capital refers to state- and national-level 

connections. As there are multiple layers of 

social capital, even people who are not successful 

at an individual level of social association can 

still have a full life if they belong to a 

well-connected community (Johnson 2016). 

Summarizing the major conceptual studies of 

social capital discussed above, Nieminen et al. 

(2013) defined social capital as follows: “Social 

capital characterizes the relations and interactions 

between individuals and groups. Social capital 

can be conceptualized and measured at the 

collective or individual level. Collective social 

capital is seen to arise in communities and 

neighborhoods and is examined as a ‘collective 

property.’ At the individual level, social capital 

is seen as a personal resource that emerges 

from social networks where individuals have 

better access to information, services, and 

support” (p. 613).

In addition to the discussion of level, there is 

another important criterion for classifying social 

capital, which is the strength of ties. Putnam 

(2000) recognizes the different forms of social 

capital and adopts a two-fold typology consisting 

of bridging and bonding. Bridging social capital, 

which is characterized by weak ties as well as 

thin and impersonal trust of strangers, focuses 

on external relations and outward-looking 

networks between heterogenous groups (Adler 

and Kwon 2002). Bonding social capital, which 

is characterized by strong ties as well as dense 

and localized trust, focuses on internal relations 

and inward-looking connections among homogenous 

groups (Adler and Kwon 2002; Woolcock 2001). 

While the former is important for acquiring 

new information and opportunities (Macinko 

and Starfield 2001; Hunter 2016), the latter is 

also important in providing emotional support 

and conveying norms. The strength of a tie is 

a combination of the amount of time an 

individual spends on relationships, emotional 

intensity, intimacy, and reciprocal services 

(Granovetter 1973).

In terms of the relationship between economic 
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mobility and social capital, according to Onyx 

and Leonard (2010), while bonding social capital 

functions as a useful defense strategy against 

poverty, real economic development can occur 

when individuals utilize looser networks. Woolcock 

and Narayan (2000) assert that “a shift from 

‘getting by’ to ‘getting ahead’ entails a shift 

from bonding to bridging networks” (p. 382). 

Since PEM is subjective, this perception can 

be increased by the practical opportunity for 

mobility provided by weak ties, but it can also 

be enhanced by emotional support or a belief 

shared with close relationships. Therefore, we 

measure both types of social capital to investigate 

its impact on PEM. 

The outcomes of social capital. Numerous 

studies have examined the positive effect of 

social capital on health, education, and economic 

outcomes (Egan et al. 2008; Nyqvist et al. 

2014). Furthermore, as social capital is both an 

individual and community property, its effects 

also exist across the individual and community 

levels (Chilenski and Summers 2016). For 

example, there has been extensive debate on 

its effectiveness with regard to health such as 

self-rated health (Kawachi, Kennedy, and Glass 

1999), physical health (Kim, Subramanian, 

and Kawachi 2008), mortality (Lochner et al. 

2003), mental health (McKenzie, Whitley, and 

Weich 2002), and subjective well-being (Portela, 

Neira, and Salinas-Jiménez 2013). Much research 

on social capital and health has consistently 

found a relationship between multiple forms of 

social capital and better health-related outcomes 

(Egan et al. 2008).

In addition, high levels of social capital at the 

community level are negatively associated with 

violence (Sampson, Rauenbush, and Earls 1997), 

crime (Takagi, Ikeda, and Kawachi 2012), and 

risky behavior such as substance abuse. For 

example, examining healthcare insurance data 

on adolescents in Florida, Youngblad et al. 

(2006) revealed that neighborhood or community 

levels of social capital are negatively correlated 

with adolescent delinquency.

Thus, social capital is widely acknowledged 

as a multidimensional resource that contributes 

to society by providing desirable socioeconomic 

outcomes such as health, growth, happiness, 

and prosocial behavior (Daskalopoulou and 

Karakitsiou 2020; Houston and Todd 2013; 

Lewis, MacGregor, and Putnam 2013). It offers 

a variety of positive payoffs if an individual is 

well connected, trusts others, actively participates 

in social activities, or belongs to such a community.

In the present study, we propose PEM as 

another benefit of social capital. We hypothesize 

that social capital can strengthen the belief in 

economic mobility that people can succeed if 

they strive.

2.2 Perceived Economic Mobility

What is PEM? PEM refers to a personal 

belief about the extent to which a society 
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allows its members to move up the economic 

ladder (Yoon and Kim 2016). The scale of 

PEM consists of two conceptual dimensions: 

(i) whether hard work relates to an individual’s 

financial success in society and (ii) whether 

the system operates fairly regardless of social 

status; that is, society offers sufficient opportunities 

to get ahead for motivated individuals (Szendrey 

and Fiala 2018; Yoon and Wong 2017).

Many people equate mobility with meritocracy 

(Davidai 2018; Day and Fiske 2017; Kluegel 

1986). If they believe that everyone can be 

rich by hard work regardless of their social 

status at birth and people receive sufficient 

reward for that effort (Sawhill and Morton 

2007), they have high PEM (Kwon and Yi 

2019; Wakslak et al. 2007). On the contrary, 

people with low PEM believe that achieving 

financial success depends on parental wealth 

(Yoon and Wong 2017).

PEM has a significant effect on an individual’s 

overall life. Prior studies of PEM have revealed 

that it has positive effects on mental health 

and financial well-being (Alesina, Di Tella, 

and MacCulloch 2004; Fischer 2009), financial 

management (Szendrey and Fiala 2018), impulsive 

spending (Yoon and Kim 2016), optimism and 

self-efficacy (Yoon and Wong 2017), future- 

oriented goal setting (Bak and Yi 2020), and 

interpersonal behavior (Kwon and Yi 2019, 2020). 

Conversely, in a society with reduced mobility 

between classes, low-income adolescents are 

less motivated to become educated, leading to 

lower high school enrollment and graduation 

rates (Kearney and Levine 2014). Such people 

conform to the current situation (Ellemers, 

Van Knippenberg, and Wilke 1990) and become 

present-oriented (Bak and Yi 2020).

How is PEM related to social capital? As 

discussed above, PEM studies mainly adopt 

PEM as an antecedent variable. However, 

some studies have investigated the conditions 

that affect PEM. For example, perceived 

economic inequality can affect PEM (Bak and 

Yi 2020; Davidai 2018). In line with these 

findings, the current study employs PEM as a 

dependent variable influenced by social capital.

Individual perceptions of economic mobility 

can vary in a society because of different 

attitudes, experiences, and orientations (Fischer 

2009). Particularly, Granovetter (1992) asserted 

that individuals’ actions and their results are 

affected by the larger social environment as 

well as their dyadic relationships with network 

contacts (Kwon, Heflin, and Ruef 2013). To 

understand how social capital affects PEM, we 

consider the characteristics of social capital 

with multi-layered influences. 

As studies on social capital have revealed, 

the effect of social capital varies depending on 

its level. The literature on social capital at the 

individual level emphasizes it as an individual 

good where individuals benefit directly from 

their own social networks (Burt 1992; Lin 

1998). Meanwhile, considering social capital as 
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a community level resource focuses on its role 

as a public good and emphasizes the extra- 

individual properties of community structure 

(Coleman 1990). Thus, benefits from social 

capital spillover not only to those who have 

social capital but also to those living in areas 

with a high level of social capital (Putnam 2000; 

Van der Meer 2003), even if they do not have 

enough social capital themselves (Kwon and Ruef 

2013; Ruiter and De Graaf 2006; Small 2004). 

Therefore, one need to investigate both levels 

to examine the influence of social capital. From 

this perspective, using multilevel analysis, we 

examine the effect of social capital on PEM at 

the individual and community levels simultaneously. 

Moreover, Kawachi et al. (2004), who investigated 

the relationship between health and social 

capital, argued that a multi-level framework in 

which individuals are nested within areas is 

the most appropriate study design when social 

capital is conceptualized as a contextual variable.

Meanwhile, the current research particularly 

emphasizes a contextual effect of social capital 

on PEM. The reasons that social capital at the 

collective level is particularly impactful to 

individual’s PEM can be divided into an 

objective effect and a subjective effect.

First, the objective effect of community 

social capital is related to the extent to which 

individuals are exposed to various opportunities 

for upward mobility. According to Sinha (2016), 

social capital has real value for economic success. 

The author suggested that social connectedness 

functions as a type of resource that can be 

helpful in finding a job, changing jobs, finding 

partners/employers, and accessing educational 

and career opportunities.     

Regarding these benefits, network research 

empirically shows that network ties help people 

find jobs by gaining access to information 

(Boxman, De Graaf, and Flap 1991; Burt 1992; 

Fernandez and Weinberg 1997; Granovetter 

1973; Lin, Ensel, and Vaughn 1981; Meyerson 

1994). Studies have asserted that the direct 

benefits of social capital relate to information. 

Further, social capital affects career success 

(Burt 1992; Gabbay and Zuckerman 1998; 

Podolny and Baron 1997). In organizational 

research, social capital is revealed as a powerful 

factor leading to relative success.

More importantly, living in communities with 

strongly interconnected social networks provides 

practical advantages for members. According 

to the National Conference on Citizenship (2012), 

regions with higher social connectedness and 

cohesion have 2% less growth in unemployment 

than regions with lower social capital in which 

there are more job seekers than job openings. 

Furthermore, strongly networked communities 

allow residents from varied economic backgrounds 

to access the necessary instruments to improve 

their social status, such as schools, loans to 

small businesses and individuals, and public 

goods like libraries and transportation (Sinha 

2016). Thus, by accessing these opportunity 

structures resulting from higher social capital 
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in the community, an individual’s belief in 

economic mobility can be enhanced.

Second, the subjective effect of community- 

level social capital on individuals is related to 

how much an individual can enjoy positive 

cognitive and psychological benefits from a 

well-connected and well-supported society. 

How do well-connected communities give their 

members the psychological resources that 

make people believe that they can get ahead 

by hard work?

According to organizational psychology, the 

more employees perceive organizational support, 

the higher are the diligence, commitment, and 

innovation of the organization. This relationship 

is explained by the social exchange process. A 

supportive environment creates employees’ trust 

that the organization will notice and reward 

their efforts (Eisenberger, Fasolo, and Davis- 

LaMastro 1990); as a result, the employee’s 

involvement increases (Blau 1964; Cook and 

Wall 1980; Organ and Konovsky 1989).

Given the definition of PEM, which refers to 

the belief that you can raise your status through 

hard work, this is closely related to the hope 

that one’s own action can yield the desired 

change. Both concepts contain a sense of control: 

one can control a situation through one’s effort, 

motivation, and will. More importantly, research 

has revealed that this element of hope is 

associated with social capital (Christens, Collura, 

and Tahir 2013).

In research on empowerment, which is 

conceptualized as a process in which participation 

contributes to increased perceived control in 

social and political systems, Cristen et al. 

(2013) revealed that when cognitive and 

emotional empowerment are both high, social 

capital is also high. In particular, the emotional 

part, which is theorized as a part of the 

process of developing learned hopefulness, is 

strongly related to the sense of community. 

Christens, Peterson, and Speer (2011) explained 

that community participation would lead to the 

higher emotional component of psychological 

empowerment.

In terms of hope and despair, social support, 

an element of social capital, stops an individual 

falling into despair in difficult situations. 

Historically, black religious institutions have 

played a significant role in maintaining hope 

(e.g., Calhoun-Brown 2000; Martin et al. 2011). 

Perceived social support enhances people’s 

ability to cope with stressful life events by 

increasing self-efficacy (Major et al. 1990).

To sum up, well-connected and supportive 

communities provide individuals with the 

psychological resources that make people less 

desperate and more hopeful by reinforcing their 

sense of control over the environment. Thus, it 

can be inferred that individuals in strongly 

networked communities have a higher sense of 

control over their economic circumstances.

Hypothesis 1: Social capital at both individual 

and community levels increases PEM.
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2.3 The Moderating Role of Income

The prediction that the effect of social capital 

at the community level differs depending on 

income is based on the finding that the extent 

to which an individual is affected by the 

environment varies depending on his/her wealth. 

According to Laurin, Fitzsimons, and Kay 

(2011), disadvantaged people are more vulnerable 

to the environment or context than advantaged 

people. The author investigated how social justice 

influences different social classes differently, 

finding that social status affects how we react 

to social injustice and that social justice has a 

greater personal meaning for members of 

disadvantaged groups, which leads to a direct 

effect of social justice in personal areas such as 

individual goal setting. Thus, just as belief in 

society fairness has a greater impact on low- 

income people than on high-income earners, 

the perception of how well society is connected 

and how much trust each other has can have 

a greater influence on low-income individuals. 

Therefore, we predict that the context effect 

of social capital is stronger for low-income 

individuals than for high-income earners.

Importantly, social capital and income are 

related. Quillian and Redd (2006) asserted that 

the unfavorable structural position of disadvantaged 

racial or ethnic groups contributes to a higher 

rate of group poverty by reducing the stock of 

social capital. Wilson (1987) argued that the 

isolation of poor urban minorities from social 

contact with middle classes, which results in 

less access to the better public institutions and 

services used by the rich, causes the persistent 

poverty of the poor. Therefore, even if his/her 

income is low, if an individual belongs to a 

well-connected society and can enjoy abundant 

resources from that society, the chain of various 

negative income consequences resulting from 

low income can be broken. Given the variation 

in social capital across income levels, it is also 

hypothesized that the relationship between 

social capital and PEM varies by income. That 

is, even if income is low, the concept of control 

over the economic environment of PEM can 

be restored when individuals belong to a 

community with higher social capital.

Hypothesis 2: Income moderates the positive 

effect of social capital on PEM at the community 

level such that social capital enhances PEM 

among low-income earners, but has little effect 

on PEM among high-income earners.

Ⅲ. Study 1: The Relationship 
between Social Capital and PEM

3.1 Method

3.1.1 Data

Large-scale panel data are employed to 
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investigate the relationship between social 

capital and perceived economic mobility (PEM). 

The Seoul Metropolitan Government provides 

various survey data regarding urban policy 

through Seoul’s Open Data Plaza (http:// 

data.seoul.go.kr/). According to Korea Statistical 

Office, as of 2017, Seoul―the capital and largest 

city of South Korea―had 25 administrative 

districts with approximately 9.7 million residents. 

Secondary data, which include the main study 

variables and target ordinary Seoul citizens, are 

taken from the Urban Policy Indicator Survey 

conducted on 42,687 members belonging to 

20,000 households aged 15 years or older and 

living in Seoul in 2017. The data collected from 

25 administrative districts in Seoul comprised 

20,349 men and 22,339 women, with age 

distribution ranging from 17 to 99 years, with 

an average age 49 years. 

3.1.2 Variable measurement 

Perceived economic mobility. The following 

item was used as a measure of PEM: “To 

what extent do you think your economic status 

in your society is likely to become higher if 

you make efforts?" (from 1 = very unlikely to 

5 = very likely). This PEM variable is a good 

indicator of change in social status and is 

relatively less sensitive to the various expressions 

of the question. Respondents were asked to 

rate their perception on each scale using a 

5-point scale. The Cronbach’s alpha reliability 

coefficient was 0.858.

Social capital variables. Three variables were 

used to analyze social capital: social relationships 

(SR), social trust (ST), and social participation 

(SP) (Coleman 1988; Petersen 2002; Putnam 

1993).

Social relationships (SR) measure an individual's 

social capital by assessing access to different 

groups through social networks. The respondents 

selected the total number of participants out of 

ten meeting types and were asked if there 

were any acquaintances, friends, or family 

members who could be helped in the event of 

a certain situation. This variable is a score 

used to reflect network diversity, intimacy, 

and various other aspects of personal networks. 

Network diversity was presented as the total 

number of meetings accessed through the 

respondents' social networks out of a total of 

ten meetings. It was labeled social relationships, 

and the Cronbach's alpha for this scale was 

0.690. 

Social trust (ST) measures an individual's 

social capital by assessing the extent to which 

an individual can trust another individual or 

group. As a measure of social trust, the following 

item was used: “Do you think you can trust 

people, or do you think you should be careful?” 

(from 1 = Always be careful to 4 = Always 

trust). For another measure of social trust, the 

following item was used: “How much do you 

trust the following people or organizations?” 
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(from 1 = No trust to 5= Much trust). 

Respondents chose whether they could trust 

people and were asked for the level of trust 

they had in a specific group of families, neighbors, 

or public institutions. This variable is a score 

used to reflect trust in individuals and society 

from various aspects. The sum of each group's 

responses produced a variable for social trust, and 

the Cronbach's alpha for this scale was 0.792. 

Social participation (SP) measures individual 

contribution by assessing the type of social 

participation activities that respondents experience. 

Social participation includes seven categories: 

simple inquiries, civil service proposals and 

suggestions, political and social opinions, policy- 

related projects, policy proposals, participation 

in rallies and demonstrations, and voting. Each 

entry was coded as a “Yes/No" experience. The 

degree of social participation was measured by 

the total number of participated activities, and 

the Cronbach’s alpha for this scale was 0.609.

Community-level social capital. Each social 

capital variable was aggregated to create 

community-level social capital. Variables of 

social relationships, trust, and participation 

were constructed by standardizing the score of 

social capital for the areas where respondents 

resided. At this time, local covariates were 

measured as the rate of residence in each 

region through the ratio of responses in the 

region. These three factors were called “region- 

level social capital," and the score for each 

factor was used for multilevel analysis. 

Income level. Income was measured to 

investigate the moderating effect of income on 

the relationship between social capital and 

PEM. Income was originally divided into 19 

categories, but we used less than 4 million won 

as low-income (code = 0), 4 million won to 

7.5 million won as small and medium-income 

(code = 1), and more than 7.5 million won as 

high-income (code = 2) categories. The income 

level was divided according to the income 

distribution of the analyzed data. 

3.1.3 Control variables

Individual-level factors. We included age, 

gender, marital status, perceived health, and 

academic background as control variables for 

various individual levels. Age was used as a 

continuous variable. Gender was differentiated 

as follows: 0 = male, 1 = female. Marital 

status was originally classified into six categories, 

but we combined married-separated-widowed 

into married (code = 0), divorced (code = 1), 

unmarried and living together as single (code 

= 2), and each was used as a single reference 

category for both married and unmarried. The 

perceived level of respondents’ health was 

measured on a five-point scale (from 1 = 

very unhealthy to 5 = very healthy). A 

student's academic background was measured 

on a seven-point scale (0 = No school to 7 = 
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Graduate School). 

3.1.4 Statistical methods

The hierarchical data structure considered 

in the analysis comprised 42,687 nested 

members of households within 25 administrative 

districts. Using multilevel regression analysis, 

we investigated the association between social 

capital and PEM. Multilevel analysis considers 

violation of independence among individuals in 

the same cluster and distinguishes between 

constructive and contextual effects. To distinguish 

the configuration and contextual relationship 

of independent variables and PEM, a multilevel 

regression analysis was performed on the first- 

phase individuals and second-phase regions. 

This model can be defined as follows:

         

 
is the individual characteristic vector of 

respondent i in Administrative Region j,  is 

the attribute vector in Administrative Region, 

 is the random portion, and  is the sum 

of linear functions of independent variables. 

First, a null model with no predictors was 

estimated because it provided a basis for 

comparing the magnitude of regional changes 

in PEM. Without local variability in the 

dependent variable, there was little reason to 

perform a multilevel model (Kamakura, Kim, 

and Lee 1996).

Model 1: All individual-level variables are 

included in the fixed portion. This model 

evaluated the effectiveness of individual-level 

variables for PEM.

Model 2: To estimate the fixed portion, 

individual-level social capital was included in 

Model 1. This model assessed the impact of 

individual-level social capital on PEM with 

control variables in Model 1. 

Model 3: This is similar to Model 2 but 

includes social capital variables at all area levels.

Model 4: This is similar to Model 3 but 

includes cross-level interactions between individual 

income and individual-level social capital.

Model 5: This is similar to Model 3 but 

includes cross-level interactions between individual 

income and area-level social capital.

Model 6: This is our final model. The model 

includes all the individual-level variables and 

area-level variables from Models 1 to 5. By 

simultaneously investigating all the effects, 

this model confirmed the interactional impact 

of income on the relationship between area- 

level social capital and PEM.

In addition, the in-class correlation (ICC) 

was calculated for each model by using the 

following formula: 

ICC = 



where  is the variance between areas and  

is the variance between individuals.
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The intra-class correlation reflects how much 

of the variance in social capital was true to the 

difference between areas.  is the area 

variance and  is the variance between 

individuals. The ICC is the difference in social 

capital fluctuations between regions. The ICC 

estimates the proportion of variance that is 

accounted for by the higher level (Snijders 

and Bosker 1999). All statistical procedures 

were performed using R 3.6.

3.2 Results

Technical statistics and correlation. Table 1 

shows the descriptive statistics of individual- 

level variables for both the total sample and 

the stratified sample of social capital. The study 

sample for PEM comprised 42,687 people in 25 

administrative districts. The average PEM for 

respondents in all the administrative districts 

was 3.04.

The average age of respondents was 49.8 

years, with 47.7% being male and 52.3% being 

female. The marriage rate was 88%, and 84.5% 

respondents had completed high school education 

or more. In terms of income, 42.7% of small- 

and medium-sized earners averaged between 2 

-3.5 million won. The average score was 3.81 

Variable Mean Std. Dev. Min Max Valid percent

PEM 3.04 .850 1 5

Age 49.80 17.071 17 99

Gender .52 .499 0 1 M=47.7 F= 52.3

Marriage .17 .500 0 2 Married=88.1 Divorced=6.6 Single=5.3

Health 3.74 .839 1 5

Education 4.72 1.247 1 7 High School=34.2 College=13.6 University=36.7

Income 1.78  .478 1 3 Low=14.7 Mid=42.7 High=1.7

SR 3.81 1.360 1 11

ST 3.422 .6412 1.291 5.00

SP .860 1.238 .0000 5.000

Area SR 3.814 .1571 3.437 4.136

Area ST 3.422 .089 3.244 3.543

Area SP .860 .078 .764 1.099

Variable Valid percent

Region

Jongro-gu = 2.6 Jung-gu = 2.2 Yongsan-gu = 3.0 Seongdong-gu = 3.5 
Gwangjin-gu = 3.7 Dongdaemun-gu = 3.5 Jungnang-gu = 4.2 Seongbuk-gu = 4.1 
Gangbuk-gu = 3.7 Dobong-gu = 4.0 Nowon-gu = 4.9 Eunpyeong-gu = 4.6 
Seodaemun-gu = 4.0 Mapo-gu = 4.4 Yangcheon-gu = 4.1Gangseo-gu = 4.7 
Guro-gu=4.4 Geumcheon-gu=3.6 Yeongdeungpo-gu=3.8 Dongjak-gu=3.8 Gwanak-gu=4.9 
Seocho-gu=3.9 Gangnam-gu=4.9 Songpa-gu=4.9

<Table 1> Descriptive statistics
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for individuals’ social relationships, 3.42 for 

social trust, and 0.86 for social participation. 

There was not much difference between the 

region’s social capital and individual capital, but 

there was difference in variance, indicating 

that regional analysis was meaningful. In the 

total sample, the response rate in 25 regions 

was between 2.2% and 4.9%, indicating that 

this was proportional to the total in the local 

population.

Table 2 shows the correlation between the 

variables. First, the correlations between social 

capital and PEM and between social participation 

and social relationships of the individual were 

significantly high (ρ = 0.253, -0.423). In 

addition, the correlations between individual 

social capital and PEM, income and gender, 

and health were 0.2 or higher. 

To assess multicollinearity, this study estimated 

the pooled OLS model and calculated the 

variation inflation factor (VIF) of each variable. 

The highest VIF value was 1.64 (education) 

and the average value was 1.21. Therefore, no 

serious problems seem to exist for the correlations 

between the independent variables.

PEM results. Table 3 presents the results of 

six successive multilevel analysis. In the null 

model, 0.6% (ICC = 0.006) of the total variation 

of PEM can be found at the area level, indicating 

the need for a multilevel model (p < 0.01) 

because the variation in area is different from 

zero. Further consideration was given to the 

response rate by area, as the sampling included 

dummy variables representing the proportion 

of respondents surveyed in an area, which 

could increase ICC and reduce selection bias. 

Thus, we included everything and estimated 

1 2 3 4 5 6 7 8 9 10 11 12 13

1.PEM 1

2. Age -.071** 1

3. Gender -.035** .014** 1

4. Marriage -.041** -.084** .035** 1

5. Health .112** -.108** -.046** -.018** 1

6. Edu .097** -.528** -.167** .007 .106** 1

7. Income .100** .018** -.393** -.087** .022** .374** 1

8. SR -.073** -.044** -.054** -.081** .042** .167** .159** 1

9. ST .200** .010* .000 -.059** .046** .016** .046** -.045** 1

10. SP .253** -.054** -.012* -.004 .019** .081** .022** -.423** .182** 1

11.Area SR -.022** -.064** -.004 .007 -.016** .096** .073** .115** .003 .008 1

12.Area ST .020** .005 -.001 -.014** -.003 .008 -.005 .003 .139** -.001 .023** 1

13.Area SP .012* -.033** .005 .013** -.022** .007 -.027** .015** -.002 .064** .126** -.017** 1

<Table 2> Correlation matrix
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the ICC again, which increased to 0.009. 

Model 1 has all individual-level variables 

that may affect PEM. As Table 3 shows, 

marital status, health, education, and income 

showed significant relationships with PEM. 

Specifically, healthier individuals reported higher 

PEM (β = 0.103, p < 0.01) and married 

individuals showed higher PEM than divorced 

(β = -0.057, p < 0.05) and single individuals 

(β = -0.119, p < 0.01). Regarding socioeconomic 

factors, higher levels of education (β = 0.039, 

p < 0.01) and income (β = 0.023, p < 0.01) led 

to an increase in PEM.

Model 2 includes individual-level social capital 

with Model 1 variables. Consistent with our 

hypothesis, all the variables of social capital at 

the individual level were associated with PEM. 

Social relations (β = 0.003, p < 0.05), social trust 

(β = 0.199, p < 0.01), and social participants 

(β = 0.153, p < 0.01) led to a significant 

increase in PEM. Further, when we merged 

the three items of social capital to make a 

single variable, the effect of the averaged social 

capital on PEM was still valid (β = 0.102, p < 

0.01). Since our research purpose is to investigate 

whether the individual and community levels 

of social capital affect PEM, we decided to 

unfold the items, rather than aggregating them, 

to show how each item varies with respect to 

its level of social capital.

Model 3 includes area-level (community-level) 

social capital with Model 2 variables. Thus, it 

shows the impact of area-level social capital, 

while all the variables in Model 2 are controlled. 

The results show that area social relations (β = 

0.266, p < 0.01) were negatively associated with 

PEM, whereas the other variables of social 

capital were not significant. Therefore, Hypothesis 

1 was partially supported because all social 

capital variables were related at the individual 

level, but only one variable was related at the 

area level. 

Models 4 and 5 include the interaction effect 

of income on the relationship between PEM 

and social capital at the individual (Model 4) 

and area (Model 5) levels. In Model 4, there 

was no significant interaction between individual- 

level social capital and income. However, in 

Model 5, the interaction effect of income at 

the area level of social capital was significant. 

In Model 5, the interaction between individual 

income and local social capital had a negative 

effect on PEM. In particular, the impacts of 

social relationships (β = -0.045, p < 0.01) and 

participation (β = -0.051, p < 0.05) were 

significant. A negative coefficient of the interaction 

effect indicates that when the area’s social 

relationship is high and income level is low, the 

level of PEM is high. Likewise, a higher area 

level of social participation leads to higher 

PEM when the individual’s income is low.

Model 6 includes the complete analysis from 

Models 1 to 5, enabling us to investigate whether 

the area level of interaction still holds with the 

other variables. Therefore, we could simultaneously 

investigate the association between the different 
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Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Constant
2.352***
(0.054)

1.617***
(0.058)

2.558***
(0.241)

2.518***
(0.252)

0.972
(0.614)

0.980
(0.615)

Individual 
variables

Age
-0.000
(0.000)

0.000
(0.000)

0.000
(0.000)

0.000
(0.000)

0.000
(0.000)

0.000
(0.000)

Gender
-0.015
(0.012)

-0.018
(0.011)

-0.011
(0.011)

-0.011
(0.011)

-0.010
(0.011)

-0.010
(0.011)

Marital status

Marriage1
-0.057**
(0.019)

-0.034*
(0.019)

-0.032*
(0.019)

-0.031
(0.019)

-0.032*
(0.019)

-0.032*
(0.019)

Marriage2
-0.119***
(0.022)

-0.080***
(0.021)

-0.081***
(0.021)

-0.080***
(0.021)

-0.081***
(0.021)

-0.080***
(0.021)

Health
0.103***
(0.006)

0.095***
(0.006)

0.093***
(0.006)

0.094***
(0.006)

0.093***
(0.006)

0.093***
(0.006)

Education
0.039***
(0.006)

0.026***
(0.006)

0.027***
(0.006)

0.027***
(0.006)

0.027***
(0.006)

0.026***
(0.006)

Income
0.023***
(0.002)

0.021***
(0.002)

0.022***
(0.002)

0.044***
(0.012)

0.284**
(0.087)

0.283**
(0.087)

Social Capital

Social 
Relationships

0.003**
(0.004)

0.006**
(0.004)

0.015
(0.010)

0.006
(0.004)

0.010
(0.010)

Social Trust
0.199***
(0.008)

0.199***
(0.008)

0.228***
(0.020)

0.199***
(0.008)

0.226***
(0.020)

Social 
Participation

0.153***
(0.005)

0.154***
(0.005)

0.159***
(0.012)

0.154***
(0.005)

0.159***
(0.012)

Area-level 
variables
Area Social 
Relationships

-0.266***
(0.033)***

-0.266***
(0.033)***

0.023
(0.086)

0.021
(0.087)

Area Social 
Trust

-0.038
(0.057)

-0.037
(0.057)

0.062
(0.145)

0.030
(0.147)

Area Social 
Participation

0.092
(0.063)

0.092
(0.063)

0.377*
(0.164)

0.371*
(0.165)

Cross-level 
variables

SR * income
-0.001
(0.001)

-0.001
(0.001)

ST * income
-0.005
(0.003)

-0.004
(0.003)

SP * income
-0.001
(0.001)

-0.001
(0.002)

Area SR * 
income

-0.045***
(0.012)

-0.045***
(0.012)

Area ST * 
income

-0.013
(0.021)

-0.008
(0.021)

Area SP * 
income

-0.051*
(0.025)

-0.050*
(0.025)

Adjusted   0.02381 0.1099 0.112 0.112 0.1126 0.1126
ICC (%) 0.006 0.006 0.004 0.009 0.009 0.009

*p < 0.10, **p < 0.05, ***p < 0.01

<Table 3> Results of PEM
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levels of variables and PEM. The area level of 

social capital significantly interacted with income. 

Social relationships (β = 0.045, p < 0.01) and 

participation (β = -0.050, p < 0.1) negatively 

interacted with income as in Model 5. Therefore, 

Study 1 results support Hypothesis 2.

In sum, Study 1 shows that social capital 

(social relationships and social participation) at 

the area (community) level increases PEM 

when the income level is low. Thus, the impact 

of social capital on PEM varies depending on 

an individual’s material status (income). That 

is, PEM is higher for low-income earners who 

belong to area with high social relations and 

participation. Therefore, low-income earners in 

a community with good social connectivity 

and active social participation believe that they 

can succeed if they try. 

Our next question is whether this interaction 

effect of income and social capital on PEM is 

still valid with a ‘negative prospect’ that has 

the opposite direction to the PEM, but the 

meaning is similar. 

Ⅳ. Study 2: The Relationship 
between Social Capital and 

Negative Prospect

4.1 Method

In Study 2, we tested the previous result 

again with a similar but different dependent 

variable: negative prospect. The following item 

was used as a measure of the negative prospect: 

“To me, the future seems hopeless and I think 

the situation is not getting better" (from 1 = 

very unlikely to 4 = very likely). The negative 

response variable is a good indicator of the 

participant’s present negative outlook on life. 

This reflects negative belief in their future 

status, whereas PEM represents positive belief 

that they can succeed if they work hard. As 

stated in the literature review above, as PEM 

strongly relates with hope, the higher the social 

capital, the lower the expected despair. To 

compare the results with PEM, we used this 

variable after reversing the order of number. 

All the variables and procedures, except the 

dependent variable, are the same as in Study 1. 

4.2 Results of Negative Prospect 

PEM mentioned earlier indicates a belief that 

efforts can be rewarded, whereas negative 

prospect reflects a negative belief that efforts 

will not be rewarded. Thus, the reciprocal 

value of negative prospect was used as a 

dependent variable for comparison with PEM. 

That is, an increase in PEM implies a decrease 

in the negative prospect. Table 4 shows the 

results of a multilevel analysis of negative 

prospect. 

Model 1 includes all individual-level variables. 

This model shows that individual-level variables 
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Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Constant
2.722***
(0.046)

2.456***
(0.052)

3.169***
(0.214)

3.209***
(0.223)

3.037***
(0.546)

3.044***
(0.546)

Individual 
variables

Age
-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

Gender
0.039***
(0.010)

0.035***
(0.010)

0.033***
(0.010)

0.035***
(0.010)

0.032**
(0.010)

0.035
(0.077)

Marital status

Marriage1
-0.101***
(0.016)

-0.086***
(0.016)

-0.085***
(0.016)

-0.084***
(0.016)

-0.084***
(0.016)

-0.085***
(0.016)

Marriage2
-0.154***
(0.019)

-0.132***
(0.019)

-0.130***
(0.019)

-0.129***
(0.019)

-0.130***
(0.019)

-0.129***
(0.019)

Health
0.214***
(0.006)

0.211***
(0.006)

0.210***
(0.006)

0.210***
(0.006)

0.209***
(0.006)

0.209***
(0.006)

Education
0.070***
(0.005)

0.064***
(0.005)

0.063***
(0.005)

0.062***
(0.005)

0.062***
(0.005)

0.061***
(0.005)

Income
0.011***
(0.002)

0.008***
(0.002)

0.008***
(0.002)

0.000
(0.010)

0.037
(0.077)

0.035
(0.077)

Social Capital

Social 
Relationships

0.032***
(0.004)

0.032***
(0.004)

0.067***
(0.009)

0.032***
(0.004)

0.065***
(0.009)

Social Trust
0.051***
(0.007)

0.056***
(0.007)

0.001
(0.018)

0.055***
(0.007)

0.006
(0.018)

Social 
Participation

0.025***
(0.004)

0.026***
(0.004)

0.017
(0.010)

0.026***
(0.004)

0.016
(0.010)

Area-level 
variables
Area Social 
Relationships

0.065*
(0.030)

0.067*
(0.030)

0.255***
(0.076)

0.200**
(0.077)

Area Social 
Trust

-0.202***
(0.050)

-0.201***
(0.050)

-0.486***
(0.129)

-0.421**
(0.130)

Area Social 
Participation

-0.313***
(0.056)

-0.317***
(0.056)

0.136
(0.146)

0.164
(0.146)

Cross-level 
variables

SR * income
-0.006***
(0.001)

-0.005***
(0.001)

ST * income
0.009***
(0.003)

0.008**
(0.003)

SP * income
0.002
(0.001)

0.002
(0.001)

Area SR * 
income

-0.032**
(0.011)

-0.023*
(0.011)

Area ST * 
income

0.046*
(0.019)

0.036
(0.019)

Area SP * 
income

-0.076***
(0.022)

-0.080***
(0.022)

Adjusted   0.08499 0.09027 0.09198 0.09336 0.09283 0.09401
ICC (%) 0.012 0.013 0.011 0.025 0.025 0.025

*p < 0.10, **p < 0.05, ***p < 0.01

<Table 4> Results of negative prospect
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related significantly with negative prospect. 

Age (β = 0.004, p < 0.01), divorced (β= -0.101, 

p < 0.05), and not married (β = -0.154, p < 

0.01) negatively correlated with negative prospects. 

Health (β = 0.214, p < 0.01), education (β = 

0.070, p < 0.01), and income (β = 0.011; p < 

0.01) decreased negative prospects. Higher levels 

of health (β = 0.214, p < 0.01), education (β = 

0.070, p < 0.01), and income (β = 0.011, p < 

0.01) also reduced negative prospects.

Model 2 includes individual-level social capital 

with all individual-level variables in Model 1. 

As in Model 1 results, the influence of individual- 

level variables was slightly lower, but divorced 

and unmarried people were still adversely 

affected. In addition, health, education, and 

income decreased negative prospect. Among 

other social capital variables of individuals, social 

relationships (β = 0.032, p < 0.01), social trust 

(β = 0.051, p < 0.01), and participation (β = 

0.025, p < 0.01) had significant effects in 

reducing negative prospect. In other words, the 

higher the individual's social capital, the lower 

the level of negative prospect. 

In Model 3, area-level (community-level) 

social capital variables were added to Model 2. 

Area-level social capital, social relations (β = 

0.065, p < 0.05), social trust (β = -0.202, p < 

0.01), and social participation (β = -0.313, p 

< 0.01) played a significant role in increasing 

negative prospect. Thus, it can be said that 

the deeper is the relationship of social capital 

at the local level, the less negative will be 

respondents’ attitude toward life. 

In Model 4, the interaction between individual 

social capital and personal income was examined. 

Social relations (β = -0.006, p < 0.01) had a 

negative effect, whereas social trust (β = 

0.009, p < 0.01) had a positive effect. In Model 

5, the interaction between local social capital 

and personal income was found to have a 

negative impact on negative prospect. 

In Model 5, the interaction between area- 

level social capital and income is added to 

Model 3. Social relationships (β = -0.032, p < 

0.01), social participation (β = -0.076, p < 0.01), 

and social trust (β = 0.046, p < 0.05) were 

significantly associated with negative prospect. 

Finally, Model 6 features all levels of variables 

to simultaneously examine the interaction effect 

of area-level social capital and income on 

negative prospect. The results of the overall 

model show that younger, married, and healthier 

people with higher educational attainment had 

lower negative prospect. In addition, the higher 

were the social relationships (SR) of an individual's 

social capital, the lower was negative outlook. 

At the area level, the region with higher social 

relations (SR) had lower negative prospect, 

whereas the region with lower social trust (ST) 

had less negative prospect. Importantly, the 

interaction between income and area-level 

social relations (β = -0.023, p < 0.05) and 

participation (β = 0.080, p < 0.01) decreased 

negative prospect significantly. Therefore, 

Study 1 results were successfully replicated.
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4.3 Alternative Explanation

There could be an opinion that optimism can 

affect both PEM and social capital. If you are 

a positive person, you are likely to have a lot 

of people around you and to believe that you 

will get ahead by hard work. In order to rule 

out this alternative explanation, we inserted a 

positive attitude as an independent variable and 

examined whether the existing relationship 

between PEM and social capital is maintained. 

If the effect of a positive attitude is strong, the 

relationship we discovered will disappear. Due 

to the nature of secondary data, there is no 

exact measurement for optimism; therefore, 

we regarded the negative prospect used in 

Study 2 as the opposite direction of the positive 

attitude and analyzed it as an independent 

variable. Thus, to rule out the alternative 

explanation, the dependent variable in Study 2 

was inserted as an independent variable in Study 

1. Analysis revealed that existing relationships 

were maintained when a positive attitude was 

added. As shown below, the result of the 

original model 6 (Study 1) is similar to that of 

the model with a positive attitude. Thus, we 

can conclude that social capital influences PEM 

and that the interaction effect of income on 

this relationship exists even with a positive 

attitude.

Ⅴ. General Discussion

Putnam (2000) showed that young blacks 

living in Chicago’s neighborhoods with white- 

collar professions are three times more likely to 

graduate from high school than young blacks 

in less educated neighborhoods. He asserted 

that not only whether an individual studies 

hard, stays away from drugs, or goes to church 

is important, but also whether his/her neighbors 

do that as well is important. Thus, people are 

motivated by their environment. Consistent with 

this assertion, the current research showed that 

individuals in communities with higher social 

capital have higher PEM and lower negative 

prospect. 

Using a multilevel methodology, the current 

research investigated the joint effect of social 

capital and income on PEM at the individual 

and community levels. We theorized that social 

capital at both individual and community levels 

affects PEM and that income moderates this 

relationship. Specifically, we hypothesized that 

low-income earners are more affected by the 

level of social capital in the community. The 

results of the two studies were consistent with 

our hypotheses. In Study 1, social capital 

increased PEM among low-income earners, 

whereas it did not affect PEM among high- 

income earners. In Study 2, this finding was 

successfully replicated with negative prospect. 
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Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Constant
2.722***
(0.046)

2.456***
(0.052)

3.169***
(0.214)

3.209***
(0.223)

3.037***
(0.546)

3.044***
(0.546)

Individual 
variables

Age
-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

-0.004***
(0.000)

Gender
0.039***
(0.010)

0.035***
(0.010)

0.033***
(0.010)

0.035***
(0.010)

0.032**
(0.010)

0.035
(0.077)

Marital status

Marriage1
-0.101***
(0.016)

-0.086***
(0.016)

-0.085***
(0.016)

-0.084***
(0.016)

-0.084***
(0.016)

-0.085***
(0.016)

Marriage2
-0.154***
(0.019)

-0.132***
(0.019)

-0.130***
(0.019)

-0.129***
(0.019)

-0.130***
(0.019)

-0.129***
(0.019)

Health
0.214***
(0.006)

0.211***
(0.006)

0.210***
(0.006)

0.210***
(0.006)

0.209***
(0.006)

0.209***
(0.006)

Education
0.070***
(0.005)

0.064***
(0.005)

0.063***
(0.005)

0.062***
(0.005)

0.062***
(0.005)

0.061***
(0.005)

Income
0.011***
(0.002)

0.008***
(0.002)

0.008***
(0.002)

0.000
(0.010)

0.037
(0.077)

0.035
(0.077)

Social Capital

Social 
Relationships

0.032***
(0.004)

0.032***
(0.004)

0.067***
(0.009)

0.032***
(0.004)

0.065***
(0.009)

Social Trust
0.051***
(0.007)

0.056***
(0.007)

0.001
(0.018)

0.055***
(0.007)

0.006
(0.018)

Social 
Participation

0.025***
(0.004)

0.026***
(0.004)

0.017
(0.010)

0.026***
(0.004)

0.016
(0.010)

Area-level 
variables
Area Social 
Relationships

0.065*
(0.030)

0.067*
(0.030)

0.255***
(0.076)

0.200**
(0.077)

Area Social Trust
-0.202***
(0.050)

-0.201***
(0.050)

-0.486***
(0.129)

-0.421**
(0.130)

Area Social 
Participation

-0.313***
(0.056)

-0.317***
(0.056)

0.136
(0.146)

0.164
(0.146)

Cross-level 
variables

SR * income
-0.006***
(0.001)

-0.005***
(0.001)

ST * income
0.009***
(0.003)

0.008**
(0.003)

SP * income
0.002
(0.001)

0.002
(0.001)

Area SR * 
income

-0.032**
(0.011)

-0.023*
(0.011)

Area ST * 
income

0.046*
(0.019)

0.036
(0.019)

Area SP * 
income

-0.076***
(0.022)

-0.080***
(0.022)

Adjusted   0.08499 0.09027 0.09198 0.09336 0.09283 0.09401

ICC (%) 0.012 0.013 0.011 0.025 0.025 0.025
*p < 0.10, **p < 0.05, ***p < 0.01

<Table 5> Alternative results of PEM with a positive attitude
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In sum, individuals in supportive communities 

with high social participation perceive higher 

economic mobility and less negative prospect 

of their future, especially when they are low- 

income earners. Thus, the current research 

showed that disadvantaged people can reinvigorate 

the American Dream if they belong to a 

community with high social capital.

5.1 Theoretical Contributions

As economic inequality and mobility worsen 

globally, researchers have begun to investigate 

how this external environment affects consumers. 

Perceived economic mobility (PEM), which 

can be a consequence of economic inequality 

(Bak and Yi 2020; Davidai 2018) or an 

independent variable that can interact with 

income inequality (Larsen 2016; Roex et al. 

2019), has been actively discussed in the recent 

marketing literature. For example, in the 

domain of individual spending, Yoon and Kim 

(2016) found that when materialistic persons 

perceive low economic mobility, they tend to 

participate in impulsive spending while perceiving 

high economic mobility does not induce such 

spending. In addition, Han and Lee (2017) 

revealed that when people perceive low economic 

mobility, their motivation to express themselves 

decreases, resulting in fewer purchases of 

symbolic products. In the service context, PEM 

can affect interpersonal relationships. Kwon 

and Yi (2020) found that as people perceive 

high PEM, they can show more aggressive 

behavior toward service employees when they 

are self-referent primed or present-focused.

Considering the rising economic inequality 

and the various outcomes of PEM, investigating 

its dynamics is important in the marketing 

field. From this perspective, this research has 

implications in that it suggests the precedent 

condition of PEM. Although much research on 

PEM concentrates on its outcomes, the current 

study suggests social capital as a possible 

antecedent of PEM. Using multilevel analysis, 

we demonstrate that PEM can be affected not 

only by the individual-level social capital but 

also by the community-level social capital. In 

our study, an individual in a strongly networked 

community believes more strongly that he/she 

can climb the economic ladder by hard work, 

compared with those in a less connected 

community. This effect is significant especially 

for low-income individuals. This finding implies 

that the contextual effect is the most powerful 

for low-income individuals. As our data showed, 

higher-income individuals’ beliefs are not affected 

by the level of social capital in the community. 

This finding corresponds to previous findings 

that low-income groups are more susceptible 

to the environment (Laurin, Fitzsimons, and 

Kay 2011). Thus, the present research has 

implications for PEM research by addressing a 

specific antecedent and the conditions under 

which it works.

Second, while social capital has been increasingly 
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researched in a range of social science disciplines, 

research on social capital is relatively limited in 

marketing. A number of sociologists, political 

scientists, and economists employ this concept 

to answer the questions in their fields (Alder 

and Kwon 2002). As discussed earlier, social 

capital can improve democracy, health, community 

life, and economic development as well as 

reduce various delinquency behaviors. Despite 

these possibilities, empirical studies of social 

capital have been limited in the marketing field, 

perhaps because of the difficulty in operationalizing 

this concept. Recognizing this gap, we propose 

social capital as an antecedent of PEM and 

demonstrate this relationship using multilevel 

analysis.

In addition, based on the extensive findings 

on the outcomes of social capital, we theorized 

that an individual can have a positive perspective 

of his/her chance of climbing the economic 

ladder because of the objective resource and 

physiological support from the community. 

Bourdieu (1986, p. 248) defined social capital 

as “the aggregate of the actual or potential 

resources which are linked to possession of a 

durable network of more or less institutionalized 

relationship of mutual acquaintance and 

recognition-or in other words, to membership 

in a group.” Hence, an individual can use a 

variety of resources such as information, material 

goods, and social support flowing through social 

networks (Lin 2001; Mathwick, Wiertz, and 

De Ruyter 2008). These conceptual discussions 

are empirically examined in this research. 

Therefore, this study contributes to research 

on social capital.

Lastly, since people’s perception is shaped in 

response to the environment, it is necessary 

to examine an individual’s current context to 

investigate perceived economic mobility. According 

to socioecological psychology (Oishi 2014; 

Oishi and Graham 2010; Oishi, Kesebir, and 

Snyder 2009), macroeconomic conditions can 

affect people’s cognition, emotion, and behavior. 

While acknowledging the impact of a direct 

relationship, Granovetter (1992) argued that 

the social environment at a macro level could 

influence human behavior. In this research, we 

proposed social capital as a characteristic of 

the macroscopic environment and tried to 

examine its impact. As a result, we found that 

individuals living in areas where mutual 

exchanges are frequent and social participation 

is active show a stronger belief that they can 

achieve success by making an effort, even if 

their income is low. Further, this community 

effect was strong particularly for individuals 

with low income. Thus, by providing empirical 

evidence that social capital at the community 

level influences the perception of economic 

mobility, the current research contributes to 

socio-ecological psychology.

5.2 Practical Implications

Recently, the movement up the economic 
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ladder has slowed internationally and, as a 

result, the belief that one can get ahead by 

hard work has declined. Indeed, the belief that 

the given conditions at birth determine a 

person’s fate is now dominant. Such despairing 

or negative beliefs can have detrimental effects 

on individuals’ lives and even society as a 

whole, leading to contempt toward poverty, 

fatalism, and escapism. In particular, Bak and 

Yi (2020) revealed the increased myopic decision 

making resulting from lower PEM. In addition, 

especially for young adults, belief in economic 

mobility creates hope and motivates them to 

appropriate practices such as financial behavior 

(Szendrey and Fiala 2018). Thus, finding the 

conditions that reinforce PEM is meaningful 

not only from a public policy perspective but 

also from a managerial perspective.

For policy makers, this research can provide 

insights into how people’s beliefs in economic 

mobility can be enhanced and for which group 

of people these interventions are more effective. 

As our results show, people with low income 

are more affected by the level of social capital 

in the community. Hence, policy makers and 

public campaigns can use this finding to 

implement policy more effectively. While strongly 

networked communities enjoy greater trust, 

lower crime and violence, higher educational 

achievement, better performing institutions, and 

greater health (Putnam and Feldstein 2003), 

socially isolated individuals are at risk because 

of their limited access to resources.

Our results show that people are less desperate 

and more optimistic about economic mobility 

in an area with active social participation and 

interaction, suggesting that policy makers should 

aim to revitalize social capital in cities and 

regions, perhaps by setting a public agenda 

and running campaigns. Further, policy makers 

must encourage social interaction among 

people, especially those who are disadvantaged. 

Understanding the impact of social capital and 

its interactional relationship with income can 

allow policy makers to mitigate the problem of 

rigid economic mobility.

As a managerial implication, firms and marketers 

can apply the findings to create persuasive 

messages and advertising concepts. Marketing 

activities must differ by the community’s 

characteristics. As shown in the current research, 

the extent to which individuals are interrelated 

with and cooperate in community matters to 

their PEM. For example, for stores in an area 

with high social capital, where residents are 

highly likely to believe that hard work pays 

off, the marketing message must be tailored 

accordingly. 

5.3 Limitations and Future Research

The current research provides initial evidence 

of whether social capital at the community 

level affects beliefs about upward economic 

mobility and the moderating role of income. 

However, it has some limitations that provide 



54  ASIA MARKETING JOURNAL Vol. 23 No. 01 April 2021

suggestions for future research. First, as social 

capital is difficult to manipulate, we followed a 

standard multilevel procedure to investigate 

community-level social capital. However, because 

of the inherent limitations of correlation analysis, 

we cannot draw conclusions about causality. A 

longitudinal study would be more conducive to 

inducing the causal inference. This study has 

also limitations in terms of drawing causal 

inference because of omitted variable bias. 

Although we included various control variables 

at multiple levels, some variables (e.g., personal 

characteristics) that were not included in our 

model might have affected our results. 

Second, individuals are not randomly assigned 

to different administrative areas. As the current 

study is based on an observational design, it is 

vulnerable to selection effects. Unobserved 

factors might affect individuals’ choices of 

where to live (e.g., high PEM people chose to 

live in high social capital areas), although this 

study controlled for various individual- and 

area-level confounders. This potential bias should 

be reduced in future research. In addition, this 

research analyzes community-level social capital 

by aggregating individual-level social capital. 

Hence, the risk of “ecological fallacy” could 

arise. That is, an aggregate analysis risks the 

invalid transfer of results observed at the 

aggregate level to the individual level (Diez- 

Roux 1998; Kawachi, Kennedy, and Glass 

1999; Susser 1994). To prevent misspecifying 

individual relations in the contextual analysis, 

we used individual-level control variables 

(Kawachi, Kennedy, and Glass 1999) such as 

marital status, education, and age. However, 

caution is needed when interpreting the results. 

In addition, as we did not use control variables 

at the community level, omitted variable bias 

could exist. In future research, by adding 

community-level control variables such as the 

degree of urbanity and area deprivation, researchers 

could examine whether the current findings 

apply to other types of communities and 

examine the relationships with more consistent 

estimations (Han et al. 2013).

Third, as people gather with homogeneous 

people, our results can be seen as somewhat 

arbitrary. However, people can obtain emotional 

and material support by their online communities 

as well. Therefore, future research could investigate 

whether individuals in online communities with 

active social participation and mutual support 

have higher PEM. Would PEM be higher for 

individuals in online communities that help each 

other and are actively involved in society?

Finally, although we conceptualized two possible 

mechanisms by which social capital exerts a 

contextual effect on individual beliefs about 

upward economic mobility, future research could 

empirically test the suggested mechanisms. 

There are several possible explanations for why 

social capital affects PEM and negative prospect. 

Network resources are plentiful, and people 

participating in certain organizations may 

receive material and/or emotional support from 
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others, which can alleviate certain problems. 

Social capital may influence beliefs about upward 

economic mobility by promoting the rapid 

diffusion of job opportunity, investment, and 

other information needed to have a successful 

economic future. In addition, as shown in previous 

studies, people with rich social networks are 

less likely to experience sadness and loneliness, 

which can improve PEM and decrease negative 

prospect.

Social capital can enhance the spread of PEM, 

allowing people to adopt specific norms that 

improve the current situation and exert social 

control over deviant success-related behavior. 

The theory of the diffusion of innovations reveals 

that innovative behaviors spread rapidly in 

cohesive communities. Furthermore, Kwon, Heflin, 

and Ruef (2013) suggested that communities with 

more social capital spawn more entrepreneurial 

ventures. This may be because the level of 

motivation or aspiration caused by people’s 

PEM increases. We have found no significant 

relationship between community-level organizational 

participation and PEM or negative prospect, 

but we have found cross-level interaction with 

social capital. Therefore, future studies could 

examine the mediating role of PEM between 

social capital and economic activation at the 

community level.

As economic inequality worsens, class segregation 

intensifies in education, housing, and job 

opportunities (Putnam 2015; Shavitt, Jiang, and 

Cho 2016; Vance and Vance 2016). Vance 

and Vance (2016) emphasized the importance 

of disadvantaged people being exposed to 

success as follows: “If you grow up in an 

environment where there are many single parents 

around you, or live in a poor neighborhood where 

your neighbors are almost poor, the realm of 

possibilities narrows. It means that you may 

never be able to succeed if you don’t have 

someone around you, like my grandmother. In 

addition, it means that there is no one around 

you who can show an example of what kind 

of fruit will come when you receive education 

and work hard” (p. 386). The current research 

provides insights into how to reinvigorate the 

belief that hard work pays off.
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