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Abstract Corruption degrades the quality of institutions, increases economic inequality
and limits growth. Recent studies indicate that corruption is also associated with lower sat-
isfaction with life. This research examines a potential explanation for this association and
investigates the role of institutional trust in mediating the linkage between perceived cor-
ruption and satisfaction with life. Specifically, in two studies, we tested the novel hypoth-
esises that perceived corruption affects life satisfaction indirectly by undermining individu-
als’ confidence in institutions. Study 1 (N = 251) involved an opportunity sample from the
US. Study 2 (N = 9508) analysed data from the World Value Survey and involved a larger,
representative sample of individuals from the MENA region. Across studies, mediation
analyses provided evidence for the hypothesized indirect effect of perceived corruption on
life satisfaction through institutional trust. Implications of the findings, limitations of the
studies and directions for future research are discussed.
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1 Introduction

Corruption is a barrier to human development that degrades the quality of institutions
and increases economic inequality (Tan et al. 2016; Zheng et al. 2016). It distorts pub-
lic decision making, penalizes innovation, and discourages investments (Ak¢ay 2006;
Kaufmann and Wei 1999; Murphy et al. 1993). Recent research indicates that corrup-
tion’s negative effects extend also to individuals. High levels of perceived corruption
are associated with lower levels of subjective well-being and life satisfaction (Bjgrnskov
et al. 2008; Helliwell 2006; Rothstein 2010).

However, the matter of how corruption affects life satisfaction has not received much
attention in the scientific literature (for an exception see Wu and Zhu 2016). A key
empirical question is, therefore, which mechanisms explain this association. Identifying
these mechanisms may enable practitioners and policy makers to design more effective,
evidence-based interventions aimed at improving people’s life satisfaction.

In this research, we examine one such a mechanism and propose that corruption
reduces individuals’ life satisfaction by undermining the trust that individuals have in
institutions. Institutional trust refers to the degree of confidence that individuals have in
judicial, economic and governmental bodies (Hudson 2006). Institutional trust is essen-
tial for the correct functioning of modern democracies, because stronger trust is associ-
ated with better civic participation, a sense of reciprocity, endorsement of shared rules
and a more predictable environment (Bjgrnskov 2003; Pretty and Ward 2001).

Corruption corrodes individuals’ trust in institutions because it implies that eco-
nomic, governmental and judicial bodies are unable to manage public goods and apply
procedures fairly (Chang and Chu 2006). Thus, we propose that the negative association
between perceived corruption and life satisfaction is at least partly explained by reduced
institutional trust. Specifically, we hypothesize the existence of an indirect effect of cor-
ruption on life satisfaction via institutional trust. In this research, we test this hypothesis
using two studies involving different geographical, socio-political and economic con-
texts. In study 1, we investigate the indirect effect of corruption on people’s life satis-
faction in a sample of 251 North American people. In study 2, we use the same empiri-
cal strategy in a larger and representative sample of 9508 individuals from countries
belonging to the Middle East and North Africa (MENA) region.

2 Literature Review and Research Hypotheses
2.1 Corruption, Subjective Well-Being and Satisfaction with Life

Corruption is the misuse of public power in order to obtain private gains (Akcay 2006;
Ko and Weng 2011). Corruption strongly affects people’s material environment, increas-
ing inequality (Uslaner 2008) and crime (Montinola and Jackman 2002), and lowering
the quality of public decisions (Akcay 2006). Because corruption distorts the alloca-
tion of resources, it also hampers government performance, undermining economic
growth and decreasing the efficiency of public and private institutions (Voliotis 2011).
Despite the argument that in some contexts (e.g., underdeveloped countries) corruption
may have some positive effects because it eases bureaucratic procedures and encour-
ages extra-legal investments (Leff 1964), overall authors seem to agree on the fact that
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corruption slows economic growth and impairs the government’s effectiveness (Montes
and Paschoal 2016).

Notably, the consequences of corruption are not only limited to the spheres of econ-
omy and governance. Individuals tend to be acutely aware of the presence of corruption in
their environment and perceive accurately how corrupted their country is (Lancaster and
Montinola 2001; Ko and Samajdar 2010; Mishler and Rose 2001; Wallace and Latcheva
2006). For instance, Pellegata and Memoli (2016) compared citizens’ perceived corruption
to experts’ opinions concerning the levels of corruption across different EU member states.
They found that, overall, citizens’ estimates matched those of experts.

Thus, research has examined the implications of corruption at the individual level of
analysis, in addition to the structural one (Tavits 2008; Uslaner 2003; Seligson 2002). In
particular, this research has focused on individuals’ life satisfaction. Life satisfaction is
the cognitive component of the more general concept of subjective well-being (see Diener
et al. 1985). It refers to individuals’ evaluation of their own life as a whole and it is gener-
ally based on personal judgments about the fulfillment of one’s own goals and aspirations
(Diener et al. 1985, 2003; Pavot and Diener 2008).

This research indicates that there is a negative association between the subjective expe-
rience of corruption and individuals’ levels of life satisfaction (Helliwell 2006; Rothstein
2010; Wu and Zhu 2016; Zheng et al. 2016). For instance, using cross-national data from
68 different countries, Tavits (2008) demonstrated that individuals tend to report higher
levels of happiness when—among other factors—the government performs well (i.e., the
levels of corruption are lower). More recently, Wu and Zhu (2016) used data from the
Asian Barometer Survey to demonstrate that perceived corruption impacts negatively on
people’s life satisfaction in China, especially when the external environment is overall low
in corruption. Although these results provide evidence that corruption affects people’s life
satisfaction, the explanatory process underlying this relationship remains unclear.

2.2 Institutional Trust as a Mediator

In general terms, trust is based on the expectation that others behave predictably and hon-
estly (Kubbe 2013: 121; Putnam 1993). At the institutional level, such expectations are
about the institutions’ social and economic performance (Frey and Stutzer 2002; Kotzian
2011). Thus, institutional trust is formally defined as the degree of confidence that people
have in the judicial, economic and governmental bodies (Hudson 2006; Putnam 1993), as
well as citizens’ evaluations of the performance of such institutions. High levels of institu-
tional trust enable citizens to live in a predictable, stable and controllable environment and,
at the same time, contribute to maintain social cohesion because they elicit cooperative
behaviors among citizens (Abrams and Travaglino 2018; Levi and Stoker 2000).

Research indicates that perceived corruption reduces social trust in general (Morris and
Klesner 2010), and confidence in institutions in particular (Kostadinova 2009; Clausen
et al. 2011). This is because high levels of corruption imply that institutions tend to rep-
resent particular interests rather than general ones (Kotzian 2011). Thus, when individuals
perceive institutions as corrupted, such institutions lose credibility in the eyes of the people
and are seen as inefficient (Pellegata and Memoli 2016; see also Seligson 2002; Rothstein
and Stolle 2008).

Recently, Clausen et al. (2011) examined the issue of the causal directionality of the
relationship between perceived corruption and institutional trust. The authors analyzed
data from a Gallup World Poll involving over 150 countries. They used an experiential

@ Springer



688 M. Ciziceno, G. A. Travaglino

item more likely to be endogenous to participants’ perceived levels of trust, as well as
bound analyses and provided convincing conceptual and methodological evidence that
such a relationship was more likely to flow from corruption to institutional trust, rather
than vice versa.

Importantly, there is also substantial evidence that institutional trust is an important
determinant of people’s sense of life satisfaction and well-being (Hudson 2006; Rose-Ack-
erman 1999). For instance, Leung et al. (2011) demonstrated the existence of a strong asso-
ciation between the three components of social capital (Coleman 1988), whose core ele-
ment is trust (Fukuyama 1995; Putnam 1993), and happiness. In addition, Hudson (2006)
investigated the impact of institutional trust on well-being across European countries. He
showed that confidence in a range of different institutions, including the National Govern-
ment, the European Central Bank, the judicial system, the European Union, the UN and big
business, had a considerable impact on individuals’ life satisfaction. He also demonstrated
that, across countries, any adverse experience with such institutions resulted in a general-
ized loss of trust.

3 Hypotheses and Analytical Strategy

In this research, we investigate the relationship between corruption and life satisfaction in
two different samples and geographical contexts, the USA (a richer and developed econ-
omy) and countries from the MENA region (poorer and developing economies). Further-
more, we test the proposition that institutional trust mediates this relationship. Specifically,
we test the contention that one of the ways in which perceived corruption reduces an indi-
vidual’s level of life satisfaction is by undermining her trust in institutions.

On the basis of previous research on corruption and trust (e.g., Clausen et al. 2011;
Kostadinova 2009) and trust and well-being (Rose-Ackerman 1999; Hudson 2006), we
hypothesize that perceived corruption is associated with a reduced level of institutional
trust (H1) and that lower institutional trust predicts lower levels of life satisfaction (H2).
Finally, we hypothesize the existence of an indirect effect of perceived corruption on life
satisfaction, through institutional trust (H3).

To test H3, we use a mediation analysis (Hayes 2013) and the SPSS Process Macro'
(model 4). Mediation analyses enable researchers to investigate the mechanism through
which one variable may affect another through a third explanatory variable. They are use-
ful tools to test hypotheses about whether the effect of a variable X (perceived corrup-
tion in the context of this research) is transmitted on variable Y (life satisfaction) through
another variable M (institutional trust) (see Fig. 1).

In study 1, we test our hypotheses in a sample of 251 Americans’ citizens, whereas in
study 2 we used a larger and representative sample of 9508 individuals from Mena region
countries. In both studies, age, sex, education level and annual income of participants were
entered as covariates in the model to control for their effects and influence. Equations 1 and
2 express the model for i-th individual:

TRUST, = B, + p,;COR; + B,CONTROL,; + ¢, (1)

' To run analyses with software other than SPSS (Wilson et al. 2014), data from study 1 are available from
the corresponding author upon request, whereas data from study 2 are available online at http://www.world
valuessurvey.org/wvs.jsp. Full annotation tables and SPSS scripts are available upon request. For more
details about the PROCESS macro see: http://www.processmacro.org/index.html.
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Fig. 1 Mediation model of institutional trust in the relationship between perceived corruption and people’s
life satisfaction

LIFE; = v, + v, TRUST; + y,COR; + y;CONTROL; + ¢, (2)
where f, is the effect of perceived corruption on institutional trust (the mediator), B, is a
vector of coefficients for the control variables (i.e., age, sex, education level and annual
income) and ¢, is the error (Eq. 1). In the Eq. (2), ylis the effect of the mediator (institu-
tional trust) on life satisfaction controlled for y2 (i.e., the effect of perceived corruption)
and y; (i.e., a vector of coefficients for the control variables included in the model), whilst
g, is the error. According the product of coefficients approach (MacKinnon et al. 2002), the
indirect effect is given by the simple product of i 1* §,(standard errors estimated via boot-

strap). Note that the circumflex accents above each parameter indicate the estimate of the
coefficient in Egs. (1) and (2).

4 Study 1: The US Sample
4.1 Method
4.1.1 Participants and Procedure

A total of 251 American citizens (107 males and 144 females) participated in the study.
Participants were aged between 19 and 74 years old (M,, = 34.21, SD,,, = 11.12).
Annual income was measured using four categories, ranging from “$0.00 level income” to
“$100.000 and more”. Just over a third (34.3%) of participants reported an annual income
of less than, or equal to $14.999, 28.7% reported an annual income ranging between
$15.000 and $39.999, 27.6% had annual income between $40.000 and $79.999, and only
9.4% reported an annual income greater than $79.999. The ratio of participants with a col-
lege-education or a higher education level (i.e., master degree and doctoral degree) was
85.7 and 14.3% had received only a primary or lower level of education.

Participants were recruited via on-line data collection software, in April 2016. They
were invited to participate in a study “about social issues” and were informed that par-
ticipation in the study was completely anonymous. Participants received a small monetary

2 https://www.qualtrics.com/login/.

@ Springer


https://www.qualtrics.com/login/

690 M. Ciziceno, G. A. Travaglino

incentive at the end of the survey. The overall response rate was approximately 99%. This
response rate is based on the number of questionnaires started vs. completed.

4.1.2 Materials

4.1.2.1 Perceived Corruption A three-item measure of perceived corruption was used in
the study. The items were adapted from previous studies (Tan et al. 2016; Li et al. 2016)
and from The Corruption perception index (2015) provided by Transparency International.®
All items were measured on a seven-point scale ranging from I = strongly disagree to
7 = strongly agree. Sample items were “In general, corruption is a very common phenom-
enon in my country and spreads to almost every industry” and “Every civil servant and
politician in my country is corrupted”. The average score of the items was calculated as a
general indicator of perceived corruption. The reliability of the scale reached conventional
levels of acceptability (o = .72).

4.1.2.2 Institutional Trust A five-item measure of confidence in institutions was used as
a measure of institutional trust. The variable was assessed by asking respondents to express
their degree of confidence in Police, Banks, Judicial System, Health Care System and Gov-
ernment. All items were measured on a seven-point scale, ranging from / = no confidence at
allto 7 = a great deal of confidence. The average score was calculated as indicator of institu-
tional trust. To check that all the five trust items loaded on the same factor, we performed a
factor analysis by using principal components as method of extraction. The analysis yielded
a one-factor solution (range factor loadings .78 to .84) and the scale had a good reliability
(o = .86).

4.1.2.3 Life Satisfaction We used the Satisfaction with Life Scale (Diener et al. 1985) in
order to assess people’s satisfaction with their lives and the achievement of their goals. Sam-
ple items were “I am satisfied with my life” and “So far I have gotten the important things
I want in life”. All items were measured on a seven-point scale, ranging from I = strongly
disagree to 7 = strongly agree. The average score was calculated as indicator of people’s life
satisfaction. Higher scores indicated greater satisfaction with life. This was a very reliable
scale (a = .93).

4.2 Results and Discussion
4.2.1 Preliminary Analyses

Items’ means and standard deviations are reported in Table 1. Correlation coefficients
among variables are presented in Table 2. Perceived corruption was negatively associated
with institutional trust (in line with H1) and age. Notably, and seemingly in contrast with
previous literature, the correlation between perceived corruption and life satisfaction was
not statistically significant. Supporting H2, institutional trust was strongly correlated with
life satisfaction and only weakly related to income. Finally, individual’s annual income was
associated with all other variables but perceived corruption.

3 http://www.transparency.org/cpi2015.
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Table 1 Means and standard deviations for all items used in study 1

Items M SD

Corruption perception (average scale score) 442 1.088
1. In general, corruption is a very common phenomenon in my country and 5.12 1.314

spreads to almost every industry

2. Most people who have opportunities to be corrupted, will be corrupted 4.65 1.369
3. Every civil servant and politician in my country is corrupted 3.51 1.638
Institutional trust (average scale score) 3.78 1.355
1. I have confidence in the Police 4.37 1.730
2. I have confidence in the Banks 3.92 1.774
3. I have confidence in the Health Care System 3.75 1.658
4. I have confidence in the Judicial Systems 3.65 1.649
5. I have confidence in the Government 3.24 1.590
Life satisfaction (average scale score) 442 1.557
1. In most way my life is close to my ideal 4.40 1.700
2. The conditions of my life are excellent 4.45 1.699
3. I am satisfied with my life 4.67 1.785
4. So far I have gotten the important things I want in life 4.75 1.652
5.If I could live my life over, I would change almost nothing 3.84 1.909

Table 2 Correlation matrix for all variables used in study 1

1 2 3 4 5 6 7
Perceived corruption (1) -
Institutional trust (2) — 284%%* -
Life satisfaction (3) - .010 345%*%
Age (4) — .185%* .048 —.095 -
Gender (5) .004 —.059 110 187 -
Education (6) —.086 .099 .090 .058 —.080 -
Income (7) —.115 .1487%* 212%%  179%* —.132% .360%* -

p < .05, ¥*p < .01

In order to investigate further the relationship between perceived corruption and life
satisfaction we ran a regression analysis. Control variables added in the model were, age,
sex (coded: 0 = male, 1 = female) education level and annual income. All the continuous
variables were standardized prior to analyses. Results of these preliminary analyses do not
support the existence of a direct link between perceived corruption and life satisfaction. We
then proceeded to test the indirect effect of perceived corruption to life satisfaction through
institutional trust.

4.2.2 Mediation Analysis
The models predicting trust in institutions (the mediator), F' (5, 244) = 5.40, p < .001,

R? = .01, and life satisfaction (the outcome), F (6, 243) = 10.88, p < .001, R’ = .21, were
both significant. As predicted, and in line with H1 higher level of perceived corruption
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Table 3 Results of Mediation Analysis: direct and indirect effects of corruption perception (X) on people’s
life satisfaction (Y) considering institutional trust (M)

b SE t p LLCI ULCI
Model without mediator
Perceived corruption 1364 .0864 1.5786 1157 —.0338 3067
Model with mediator

b Boot SE t P LLCI ULCI
Perceived corruption —.1427 .0442 - - —.2427 —.0684
*p < .05, **p < .01
were significantly associated to lower institutional trust, b = —.34, SE = .08, p < .001. In

line with H2, institutional trust (the mediator) positively predicted people’s life satisfaction
b=.42,SE = .07, p < .001. After controlling for demographic variables and for the effect
of the mediator, the direct effect of perceived corruption was not significantly associated
with people’s life satisfaction b = .14, SE = .09, p = .115. We then estimated the indirect
effect of perceived corruption on life satisfaction through institutional trust using five-thou-
sand bootstraps for the estimates (see Table 3).

In line with H3, the indirect effect was significant demonstrating that institutional trust
mediated the negative effect of perceived corruption on people’s life satisfaction b = —.14,
SE = .04. The indirect effect was significant as indicated by the absence of 0 in the 95%
confidence interval [95%CI = —.25 to —.07].*

Study 1 provided preliminary evidence for the hypothesis that institutional trust explains
the relationship between perceived corruption and life satisfaction. Individuals who per-
ceived their country as more corrupt also reported lower trust in their institutions, which
in turn lowered their satisfaction with life. However, Study 1 had some limitations. In this
study, we tested our hypotheses in a relatively small, ad hoc sample from the richer region
of the world. To provide a stronger test of the hypotheses we used data from the World
Value Survey and investigated the model in a larger and representative sample of 9508
individuals from a relatively less developed region.

5 Study 2: The MENA Region Sample
5.1 Method

Study 2 aimed to replicate results from Study 1 in another geographical context and with
a larger and representative sample. Data were retrieved from the World Value Survey
(WVS)—Wave 6 (2010-2014) which included measures of perceived corruption, insti-
tutional trust, and life satisfaction, among others. Perceived corruption items were only
available for the following countries from the Middle East and North Africa (MENA)
region: Algeria, Bahrain, Iraq, Jordan, Kuwait, Lebanon, Tunisia and Yemen. We there-
fore focus on this sub-set of countries to test our hypotheses. MENA Countries are rela-
tively poorer economies and therefore provide an interesting setting to investigate the

4 As a further check, we also tested the statistical significance of the indirect effect of institutional trust
using the Sobel test (1982), obtaining the same results [b = —.14, SE = .044, z = —=3.53, p = .004].
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Table 4 Descriptive statistics for
all countries included in study 2

Country/demographic N M SD
variables

Algeria

Gender 1200 1.49 0.500
Age 1200 37.80 15.105
Education 1199 4.60 2.737
Annual income 1200 4.68 2.015
Bahrain

Gender 1200 1.45 0.498
Age 1200 39.30 13.969
Education 1200 5.55 2.420
Annual income 971 6.03 2.117
Iraq

Gender 1200 1.48 0.500
Age 1200 36.61 13.398
Education 1198 491 2.619
Annual income 1191 5.35 1.859
Jordan

Gender 1200 1.50 0.500
Age 1200 39.78 15.456
Education 1200 5.21 2.496
Annual income 1195 4.99 2.072
Kuwait

Gender 1258 1.36 0.481
Age 1245 36.49 11.705
Education 1263 6.82 1.997
Annual income 1143 5.92 2.054
Lebanon

Gender 1200 1.51 0.500
Age 1200 38.37 14.854
Education 1182 6.20 2.391
Annual income 1192 5.83 1.954
Tunisia

Gender 1205 1.47 0.500
Age 1205 38.82 16.208
Education 1204 4.12 2.705
Annual income 1154 4.68 2.066
Yemen

Gender 1000 1.50 0.500
Age 1000 35.59 13.278
Education 998 3.48 2.844
Annual income 968 3.56 2.153
MENA

Gender 9463 1.47 0.048
Age 9450 37.84 1.491
Education 9444 5.11 1.086
Annual income 9014 5.13 0.833
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relationship between corruption and life satisfaction, and the mediating role of institu-
tional trust in institutions.

5.1.1 Participants and Procedure

A total of 9508 people (M,,, = 37.89, SD,,. = 14.38) from eight countries belonging
to the MENA region were included in the analyses. Table 4 summarizes sample char-
acteristics in each country. Across countries, the sample included 5018 males and 4445
females (45 participants did not report their gender). Education was measured using an
ordinal-level scale from I = no formal education to 9 = university-level education, with
degree. About 34.9% of the sample had completed primary school education or less,
40% had at least some form of secondary education, and 25.1% had at least some form
of university level education. In the WVS, annual income is measured using a scale with
ten steps ranging from 1 (lowest income group) to 10 (highest income group). The aver-
age income was 5.15 (SD; =2.17).

mcome

5.1.2 Materials

5.1.2.1 Perceived Corruption A two-item scale was used to tap participants’ perception
of corruption in their country. The two items asked “How widespread do you think that
corruption is within businesses in your country?” and “How widespread do you think that
corruption is within the government in your country?” (from 1 = none/low corruption to
10 = high corruption). The two items were strongly correlated (r = .82) and were therefore
averaged in a scale.

5.1.2.2 Institutional Trust In this study, a fourteen-item measure of confidence in insti-
tutions was used. The stem of the item was “I am going to name a number of organiza-
tions. For each one, could you tell me how much confidence you have in them?” (from
1 = a great deal to 4 = none at all). The list of 14 institutions included in this study
were drawn from a larger list of 17 institutions. Selection of an institution for inclu-
sion depended on whether it was used in all the countries included in the analysis (to
limit number of missing data and preserve sample characteristics). The institutions were:
the churches, the press, television, the police, the courts, the government, parliament,
the civil service, universities, companies, banks, environmental organisations, women’s
organisations and charitable or humanitarian organisations. This is a wider range of insti-
tutions relative to those used in Study 1. To examine whether all items loaded on the
same factor, we performed a factor analysis on the fourteen items using principal compo-
nents as method of extraction. The analysis yielded a two-factor solution with one major
factor explaining 49.17% of the variance and a lesser factor explaining only 8.69% of the
variance. [tems were therefore averaged to form a scale of institutional trust (o« = .92).
The scale was reversed and in the following analyses higher score indicates stronger trust
in institutions.

5.1.2.3 Life Satisfaction The WVS uses one item to measure satisfaction with life, “All

things considered, how satisfied are you with your life as a whole these days?”, (from
1 = completely dissatisfied to 10 = completely satisfied).
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Table 5 Means and standard deviations for all items used in study 2

Items M SD
Corruption perception (average scale score) 6.57 2.924
1. How widespread corruption is within businesses in your country? 6.48 3.052
2. How widespread corruption is within the government in your country? 6.67 3.082
Institutional trust (average scale score) 2.46 671
1. T have confidence in the Churches 2.02 .984
2. I have confidence in the Press 2.80 921
3. I have confidence in Television 2.65 934
4. I have confidence in the Police 2.25 1.000
5. I have confidence in the Courts 2.32 1.017
6. I have confidence in the Government 2.62 1.049
7.1 have confidence in the Parliament 2.95 1.001
8. T have confidence in the Civil service 2.69 972
9. I have confidence in the Universities 2.37 .958
10. I have confidence in the Major companies 2.61 962
11. I have confidence in the Banks 2.48 .989
12. T have confidence in the Environmental organizations 2.59 974
13. I have confidence in the Women’s organizations 2.71 .970
14. T have confidence in the Charitable or humanitarian organizations 2.44 987
Life satisfaction

1. T am satisfied with my life 6.36 2.329

Table 6 Correlation matrix for all variables used in study 2

1 2 3 4 5 6 7
Perceived corruption (1) -
Institutional trust (2) — 227%% -~
Life satisfaction (3) —.032% ASTEE —
Age (4) .003 063 —.051% -
Gender (5) —.007 037+ 0.21% .008 -
Education (6) —-.010 043 d68**%  — 281%*%  — 102%* -
Income (7) —.054%%  147%* 294%%  — 087**  —.010 313%%

*p < .05, %¥p < 01

5.2 Results and Discussion
5.2.1 Preliminary Analyses

Items’ means and standard deviations are reported in Table 5. Intercorrelations among var-
iables are summarised in Table 6. Interestingly, and in line with previous literature (Tavits
2008; Helliwell 2008; Welsch 2008), in this study the direct link between perceived cor-
ruption and life satisfaction was significant albeit small (» = —.03, p = .002). Perceived
corruption was associated negatively with life satisfaction, demonstrating that people who
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Table 7 Results of Mediation Analysis: direct and indirect effects of corruption perception (X) on people’s
life satisfaction (Y) considering institutional trust (M) in study 2

b SE t p LLCI ULCI
Model without mediator
Perceived corruption 0.119 .0084 1.4175 1564 —.0046 .0285
Model with mediator

b Boot SE t p LLCI ULCI
Perceived corruption —.0215 .0023 - - —.0261 —.0171

*p < .05, %¥p < 01

perceived their environment as more corrupt were also more likely to be less satisfied
with life. Table 6 shows that there were small, but systematic associations between the
covariates, perceived corruption, institutional trust and life satisfaction. Therefore, and in
line with Study 1, in the subsequent analyses we control for the influence of age, gender,
income and education levels on both the mediator and the outcome.

5.2.2 Mediation Analysis

To test the hypothesis that institutional trust mediates the relationship between perceived
corruption and life satisfaction, and in line with Study 1, we ran a mediation analysis using
Hayes’ (2013) Process macro (model 4). Differences in the degrees of freedom in the mod-
els below are due to missing observations in the dataset.

The models predicting trust in institutions (the mediator), F' (5, 8783) = 146.12,
p < .001, R? = .08, and life satisfaction (the outcome), F (6, 8782) = 172.41, p < .001,
R? = .11, were both significant. In line with H1, higher levels of perceived corruption
were systematically associated with lower levels of institutional trust, b = —.05 SE = .01,
p < .001. In line with H2, institutional trust (the mediator) positively predicted people’s life
satisfaction, b = .42 SE = .04, p < .001. People who had more confidence in their institu-
tions, also reported more satisfaction with life. Controlling for the demographics and the
effect of the mediator, the direct effect of perceived corruption was not significantly related
to satisfaction with life, b = —.012 SE = .01, p = .16.

Supporting H3, the indirect effect of perceived corruption on life satisfaction through
institutional trust was significant and negative, b = —.02 SE = .002, [95%CI = —.03 to
-.02]°

Replicating Study 1 and in line with the hypotheses, we found evidence that institutional
trust mediates the relationship between perceived corruption and life satisfaction. Individu-
als who perceived their environment as more corrupted, also have less confidence in their
institutions. This in turn predicted lower satisfaction with life. The effects held also con-
trolling for gender, age and income (see Table 7).

5 The Sobel test provided equivalent results, b = —.02, SE = .002, z = —10.08, p < .001.
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6 General Discussion

This research investigated the important question of how perceived corruption affects indi-
viduals’ satisfaction with life. We drew on research on corruption and well-being (Tavits
2008; Hudson 2006; Welsch 2008), and institutional trust (Seligson 2002; Rothstein and
Stolle 2008) and proposed that the degree of trust individuals have in their institutions
explains (i.e., mediates) the relationship between perceived corruption and satisfaction
with life. Specifically, we hypothesized that the more individuals perceive their environ-
ment as corrupt, the less they trust institutions. In turn, we hypothesized that lower trust in
institutions is associated with lower satisfaction with one’s life. Using two studies and two
different samples from the USA (a richer context) and the MENA region (a poorer context)
we found convincing evidence in support of these hypotheses.

Study 1 involved a convenience sample of 251 people from the USA. In this study,
there was no direct association between perceived corruption and life satisfaction. Wu and
Zhu (2016) demonstrated that the environment plays an important role in the association
between these two variables, in the Chinese context. Future research should investigate the
role of the environment in moderating the link between perceived corruption and life satis-
faction also in the North American context.

Importantly, in line with our hypotheses, results from Study 1 showed an indirect effect
of perceived corruption on life satisfaction through institutional trust. This result is con-
sistent with previous research demonstrating that the credibility of institutions influences
people’s life satisfaction (Kotzain 2011; Bjgrnskov 2006; Helliwell 2006; Hudson 2006).
For instance, when citizens have confidence in the judicial system, the Government or the
banks they feel their rights are more strongly protected, which is then reflected in stronger
satisfaction with life (Frey and Stutzer 2000). Perceived corruption is detrimental to indi-
viduals’ confidence in institutions because it implies that public goods are not managed
fairly (Anderson and Tverdova 2003; Chang and Chu 2006).

Study 2 replicated these findings in a different geographical and socio-economic con-
text. A limitation of Study 1 was that it was based on relatively small sample, which was
not representative of the North American population. In study 2 we used data from the
WYVS and focused on the subset of countries which had data on the constructs needed to
test our hypotheses. This enabled us to test our model on a total sample of 9508, repre-
sentative of 8 countries belonging to MENA region (see Table 4 for full list).

Supporting our hypotheses, and replicating results from Study 1, Study 2 demonstrated
that when people perceive corruption to be widespread in their environment they lose con-
fidence in institutions and tend to be more dissatisfied with life (see also Ryan and Deci
2001; Warren 2004). This result supports the generalization of the findings to countries
with a different type of governance system and characterized by different types of institu-
tions. This result also contributes to the literature on corruption by examining the relation-
ship between perceived corruption and life satisfaction in poorer, developing economies.
Specifically, previous research (e.g., Left 1964) has argued that in such in economies cor-
ruption may have positive implications because it ‘greases the wheels’ of commerce and
makes individuals’ relationship with bureaucracies or other services smoother.

However, results from Study 2 also suggest that corruption remains detrimental to indi-
viduals’ life satisfaction in such contexts because it undermines their trust in institutions.
Future research can investigate the differences and similarities between developed and
underdeveloped contexts directly, designing studies with comparable measures and sam-
ples across the two regions.
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7 Limitations, Directions for Future Research and Conclusions

In this paper, we have reported evidence regarding the role played by institutional trust in
explaining the relationship between individuals’ perceived corruption and life satisfaction.
The studies contribute to our understanding of the mechanisms through which perceived
corruption is associated to individuals’ well-being. Institutions play a key role in maintain-
ing social order and stability within a society. This research demonstrates that, to the extent
that perceived corruption undermines confidence in institutions, it indirectly affects indi-
viduals’ satisfaction with life. A priority for policy-makers should be that of monitoring,
sustaining and creating means for boosting individuals’ confidence in institutions (Bjgrn-
skov 2006).

This study is affected by some limitations. First, the cross-sectional nature of the data
does not enable us to draw strong causal conclusions about the model. It should be noted
that previous research has tackled the issue of causal directionality between perceived cor-
ruption and institutional trust (Clausen et al. 2011) and between institutional trust and life
satisfaction (Hudson 2006). Such research provides importance evidence in support of the
causal flow hypothesized in the present article. Moreover, a cross-sectional indirect effect
is a necessary step to provide evidence for the existence of mediation. Future research
should use longitudinal and experimental studies to test how the relationship between per-
ceived corruption, trust in institutions and life satisfaction changes over the time, as well as
testing the causal directionality between variables directly.

Another limitation of this study concerns the sample used in Study 1. Study 1 used
an opportunity sample from the US. Results cannot be therefore generalized to the entire
population. However, the hypothesized relationship also emerged in countries from MENA
region, using a representative sample. Future research should test the relationship between
perceived corruption, institutional trust and satisfaction with life in different contexts, and
use samples from different populations and geographical areas.

Both the studies presented in this article used an aggregate index of institutional trust
which spanned several institutions, across different North American States (Study 1) and
MENA Countries (Study 2). An equivalent methodological approach has been used in pre-
vious research which has measured institutional or political trust across countries in the
world (Anderson and Singer 2008; Clausen et al. 2011; Hakhverdian and Mayne 2012;
Klingemann 1999). Similarly, the aggregate measures of corruption used in studies 1 and
2 were either adapted from previous research (Tan et al. 2016; Li et al. 2016) or closely
matched those used in previous work (e.g., Clausen et al. 2011).

Importantly, the use of such aggregate measures was in line with the main objective
of this article, namely to investigate whether individuals’ trust in different institutions
mediated the relationship between individuals’ perceived corruption and life satisfaction.
The advantages of using aggregate indexes is that they provide a more reliable measure
of individuals’ perception of their environment, because they tap individuals’ perception
of different contexts and targets. Moreover, results from the reliability and factor analyses
indicated that items were highly interrelated with each other, supporting our decision to
average across them. Indeed, Hudson (2006: 58-59) found that individuals’ adverse social
experiences may result in a “generalized loss of trust across all institutions”, further sup-
porting the idea that there exists a single underlying factor accounting for individuals’ trust
in institutions. Nonetheless, future research may use this work as starting point and for-
mulate more specific hypotheses concerning the working and functions of specific institu-
tions, as well as devising more specific items to investigate how different components of
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institutional trust affect individuals’ life satisfaction, or are affected by perceived corrup-
tion. Future research may also explore how different constructs and variables may explain
the association between corruption and life satisfaction, as well as testing their relative
contribution.

Results from the present research are in line with the idea that corruption does not only
affect individuals’ material and economic conditions, but it also affect individuals’ psycho-
logical sphere (i.e., life satisfaction) by undermining their confidence in institutions. Thus,
this research contributes to our understanding of how institutional-level factors (as opposed
to individuals’ traits) may potentially determine peoples’ well-being. More research is
needed on this topic.
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