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Abstract 

The economic perspective on values and norms shows that they may bring about 
externalities for the society as a whole. This possibility of market failure provides a 
good reason for the government to follow closely the developments in values and 
norms, and the resulting behaviour in communities and networks. It justifies the 
initiative of Prime Minister Balkenende to organise the debate on these matters in the 
Netherlands (and, under the Dutch EU-presidency, in Europe). Networks can be 
associated both with positive (Putnam type) and with negative (Olson type) 
externalities. This paper discusses the various influences of values, norms and 
networks on socio-economic welfare and provides empirical evidence on these 
relationships. The focus of our own empirical analysis is on the Netherlands. Trust as 
part of social capital, and the role that values, norms and networks play as co-
ordination mechanism, form important aspects both in the theoretical and in the 
empirical analysis. It appears that there has been no obvious decrease in these aspects 
of social capital in the Netherlands. It contrasts the findings of Putnam for the US.  
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1.  Introduction 
 
Nowadays there is a growing attention in the economic literature for social capital as 
determinant of welfare. In the political debate the focus is on the question whether 
there is a decrease in social capital which may have a negative influence on welfare. 
In the Netherlands the debate centres around the role of values and norms, and the 
consequences of shifts in values and norms for the civic society. The Dutch 
government initiated much of this debate, and more specifically its present Prime 
Minister Balkenende, who, as one of the main ideologists of the Christian Democratic 
Party (CDA) always stressed the importance of individual responsibilities in society. 
In doing so, he took, amongst others, inspiration from the communitaristic sociologist 
Etzioni. In this reasoning values, and the resulting norms, constitute a continuous 
source for rights and duties in communities, and therefore for shaping the behaviour 
within these communities. At the macro level the way these communities interact 
translates to the society as a whole, and therefore to social welfare. In contrast to the 
liberal philosophy it implies that the (civic) society cannot be completely neutral to 
the prevailing values and norms.  
 
In this paper we consider the role that norms and values play in communities (which 
we label networks) from the perspective of economic welfare analysis. Although in 
their argumentation Etzioni and others see no reason for the government to interfere 
directly in values and norms, our proposition in this paper is that values and norms as 
co-ordination mechanism may bring about externalities. Therefore, because of 
possible market failure, it is correct that the government pays attention to values and 
norms, at least by promoting the debate. As yet, these economic aspects remained 
somewhat underexposed in the discussion (see also Scientific Council for 
Government Policy, 2003; this report was commissioned by the government). This 
paper seeks to embed the discussion into the economics framework, and to shed light 
on the direct links with social-economic welfare. 
 
The aim of our paper is twofold. Firstly we give a theoretical reasoning why 
externalities may occur in the way values and norms govern behaviour in 
communities, and consequently in the interaction of these communities in the society 
as a whole. Secondly we provide empirical evidence, mainly for the Netherlands, on 
the state and development of values, norms and networks. For the measurement of 
these forms of social capital, the concept of trust appears to be important.  
 
2. Social capital: values and norms 

2.1 Norms: theory 

We start with the role values, and especially the resulting norms play in the formation 
of trust which constitutes part social capital as a co-ordination mechanism. According 
to the definition of Putnam (1993), one of the forerunners in the empirical analysis of 
social capital, norms are the unwritten rules of conduct of a certain group (or 
community) of people. They are the concrete elaborations of the group’s values, 
which are the abstract, ethical principles that lie at the roots of cultures. Putnam has a 
special attention for norms of generalised reciprocity. These norms refer to “a 
continuing relationship of exchange that is at any given time unrequited or 
unbalanced, but that involves mutual expectations that a benefit granted now should 
be repaid in the future” (Putnam 1993: 172). In other words, “I’ll do this for you, 
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without expecting anything immediately in return and perhaps without even knowing 
you, confident that down the road you or someone else will return the favour” 
(Putnam 2000: 134). Besides these norms of generalised reciprocity, Putnam (1993) 
also considers a broader range of norms that consist of civic virtues and norms of 
civic co-operation.  
 
These norms of civic co-operation and generalised reciprocity are inherently ‘good’. 
They tell you to be honest, to be fair, to be trustworthy, to care for the weak, to read 
about politics in the newspaper and to show up at the ballot box during election time, 
to help people in need, to obey the law, to bring back the lost wallet that you found to 
the rightful owner, not to steal, not to harm other people, and so forth and so on. It is 
clear that, because these norms are inherently good, there cannot be too much of them 
and they cannot be too much obeyed. Their beneficial effects can be analysed in the 
game theoretic framework of the prisoners’ dilemma, see Figure 1. The societal 
optimum would be reached if both agents A and B would behave in line with the 
norms of civic co-operation, i.e. to produce instead of to steal, but the individual 
rational behaviour for both would be to discard the norms, i.e. to steal, with the result 
that this small society ends up in the Pareto sub-optimal Nash equilibrium in which 
both agents steal. So in the terminology of the economics of the public sector these 
“good values and norms” have the character of a public good. So here we already 
have an argument for government interference as in case of purely rational and non-
co-operative behaviour the community, or society, would end up in the sub-optimal 
Nash equilibrium, e.g. due to free rider behaviour. 
 

Figure 1. Prisoners’ dilemma. 

 
Behaviour B 

 

 Produce Steal 

Produce 2, 2 0, 3 
Behaviour A 

Steal 3, 0 1, 1 

 
It is not necessary however that norms are inherently good to be beneficial for society. 
Another type of norms also helps to foster co-ordination, and hence to lower 
transaction costs in society. These are the ‘pure’ co-ordination norms. For example, 
there lies no ethical or economical principle behind the norm to drive on the right or 
left side of the road in a country, but the efficiency and safety of transportation are 
well served by obedience to a common norm that settles this issue. The same applies 
for the specific language that is spoken in a country. From an economic point of view, 
it is not to say whether it is more efficient to speak Dutch, French, German, Greek, 
Italian, Spanish, Portuguese, Danish, Finnish, Swedish or English, but it is to say that 
transactions costs and costs of misinterpretation are severely lowered when one could 
co-ordinate on speaking one language in a certain, for example European, area. Thus, 
the capacity of co-ordination norms to create positive external effects has nothing to 
do with their substance, but is completely dependent on the proportion of people that 
comply with them. In game theoretic terms, there is a social co-ordination problem 

 3



and the trick to solve this problem is that everybody will choose the same option, see 
Figure 2. Social norms act as the guidelines that co-ordinate people’s behaviour. 
 

Figure 2. Pure co-ordination problem. 

 
Behaviour B 

 

 Dutch English 

Dutch 2, 2 0, 0 
Behaviour A 

English 0, 0 2, 2 

 
So, the role of norms lies in the fact that they are a mechanism that co-ordinates the 
behaviour of people and that prevents them from getting stuck in the suboptimal Nash 
equilibrium of the prisoners’ dilemma (Den Butter and Mosch 2003). To put this in a 
broader perspective, these social informal norms can be seen as one of four types of 
incentives that influence people’s behaviour, see Figure 3. Incentives can be 
differentiated to their character and source. To start with the former, the character of 
incentives can be material or immaterial. Material incentives consist of ‘objective’, 
formal rewards and punishments, e.g. in the form of a monetary reward, a business 
profit, a loss, a fine or an imprisonment. Immaterial incentives are more of a 
‘subjective’ and moral kind. Examples of these are public praise, looks of disapproval 
from bystanders, a heartening welcome in a group, exclusion from a group, a feeling 
of delight and pride, et cetera. The second distinction considers the source of 
incentives. These can be both extrinsic and intrinsic. An extrinsic incentive comes 
from outside the individual and originates from others. These can be formal 
authorities (in the case of material incentives: quadrant 4 in Figure 3), but also 
members of the informal social peer group to which one belongs (in the case of 
immaterial incentives: quadrant 3). The source of an intrinsic incentive is the person 
himself. It is his sensitivity that determines a person’s reaction to incentives. The 
homo economicus from the classic economic theory (quadrant 1) only weights the 
material pros and cons of his behaviour for his own well being without taking 
attention on the approval or disapproval of others. A morally high-developed person, 
on the contrary, acts solely on the base of his own more judgements of good and evil 
and is also, in that sense, insensitive to the opinions of others (quadrant 2). 
 
Of course, the distinction between the four types of incentives misses the black-white 
character in reality as they are presented here. These ‘idealtypes’ are useful for the 
clarity of analysis at this point. In reality, all four types of incentives influence people 
at the same time. Moreover, the different incentive types overlap and mutually 
influence each other. For example, social norms and properly designed and upheld 
legal norms may reinforce each other, while wrongly designed formal norms may 
crowd-out informal ones.  
 
Because norms are conducive to the solution of social co-ordination problems and 
thus have (positive) external effects, markets may fail to provide them. As suggested 
before, this public good aspect of norms may even form an indication that government 
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intervention is helpful or required reaching the ‘optimal’ provision of social norms 
(Den Butter and Mosch 2003). However, it is not easy for governments to do so. By 
definition government policies are based on and work with formal norms. Formal 
norms have the tendency to crowd-out informal ones. A fragile high equilibrium 
situation in which norms reign that make people work together to provide a public 
good may easily be disturbed by a formal rule that tries to strengthen or 
professionalise the informal system. In other words, the danger is that intrinsic 
motivation, driven by values, which lead to informal norms, is crowded out by 
extrinsic motivation as a result from formalising the norms. The idea that the 
provision of the common good is a problem of the whole community, which implies 
that the whole community is morally obliged to take part in its provision, may easily 
be swept aside by the idea that the outsiders (e.g. the government) have taken over the 
responsibility to fulfil this task. When for some reason, the new system does not work 
properly or disappears after some time, the old norms of co-operation are not easily 
installed again. Like trust that comes on foot but leaves on horseback, also norms of 
co-operation are difficult to build but are easily ruined.  
 

Figure 3. Four types of incentives that influence people’s behaviour. 

 
Character of incentives 

 

 
Material Immaterial 

Extrinsic (4) Formal norms:  
legal sanctions 

(3) Informal norms: social 
sanctions and rewards Source of 

incentives 
Intrinsic (1) Absence of norms: 

material self-interest 
(2) Internalised norms: 

feelings 
Source: De Beer and Mosch 2004. 
 
We give two examples to illustrate this point. The first comes from Ostrom (2000). 
She studies irrigation projects in villages in developing countries. This is a typical 
social co-ordination problem. It would be best for all villagers if everybody would 
partake in the building and maintenance of an irrigation system, but there are 
individual incentives to free ride. However, most of the villages seemed to have 
managed to create and uphold a social norm that guarantees the provision of this 
public good. These old though sometimes weakly performing systems became 
replaced by modern irrigation systems that were financed and set-up by national 
governments and foreign aid agencies. Better materials and paid maintenance led to 
improved irrigation. However, when the projects ran out of cash or were simply 
stopped because of changed governmental priorities, the new system quickly 
collapsed because the villagers did not know how to keep it afloat. Even worse, the 
old system did not return. The new system of irrigation had eroded the old norms of 
co-operation and the villages were worse off than in the situation before the new 
irrigation project started.  
 
A second example comes from Frey (1993), who describes the work attitude of Swiss 
professors. They are required to teach 8 hours a week. Some professors did more 
teaching, others less. The government decided to install new rules to control the work 
attitude of the professors. As a result, the professors who were teaching less than 8 
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hours now extended their lessons to reach the required minimum. The professors with 
the high intrinsic moral and work attitude that taught more than 8 hours felt ‘betrayed’ 
and ‘mistrusted’ by the government. Their intrinsic motivation collapsed under the 
new formally guided system and they decreased their teaching efforts to precisely 8 
hours. The perverse effect dominated and the total amount of teaching time dropped.  
 
So, these two examples illustrate that there may be considerable societal costs 
involved in the shift from informal norms to formal norms, and hence in the crowding 
out of intrinsic motivation by extrinsic motivation. (see Bénabou and Tirole 2003, on 
the interaction of intrinsic and extrinsic motivation from the perspective of the 
principal-agent theory). Obvious examples are moral hazard and incentives to fraud in 
the provision of social security, which the government considers a public good. 
Moreover, there are the efficiency losses from redistribution, which such policy 
measures to provide public goods bring about. On the other hand, the way back, and 
the appeal to the own responsibility of the citizens to co-ordinate and co-operate,  can 
be difficult and costly as well.    
 
2.2 Norms: empirical evidence 

The Putnam claim about the potential beneficial effects of norms of civic co-operation 
has been tested by Knack and Keefer (1997) using answers to some specific questions 
from the World Values Survey. This is a series of polls designed to enable a cross-
national comparison of values and norms on a wide variety of topics across the globe. 
The Survey has been held in 1981-1983, in 1990-1993, and in 1995-1997 in more 
than 50 countries all over the world. In each country over 1,000 randomly selected 
people were surveyed. As a measure of the norms of civic co-operation, Knack and 
Keefer use responses to the World Values Survey questions “about whether each of 
the following behaviours can (i) always be justified, (ii) never be justified or (iii) 
something in between:  
a. claiming government benefits which you are not entitled to; 
b. avoiding a fare on public transport; 
c. cheating on taxes if you have the chance;  
d. keeping money that you have found; and  
e. failing to report damage you’ve done accidentally to a parked vehicle” 
 (Knack and Keefer 1997: 1256). They awarded 1 to 10 points per question (1 = never 
justifiable, 10 = always justifiable) and added the results, leading to a 10 – 50 points 
scale with a mean value of 39.4 and a standard deviation of (just) 2, see Table 1. 
Remarkable is the score of the Italians, who prove to be the most civic co-operation 
minded according to this measure. In this international comparison, the Dutch score 
relatively low on this measure of social capital.  
 

A major drawback of this measure it that the character of the questions makes it 
vulnerable for the wish of the respondents to provide socially accepted answers. This 
could potentially explain the remarkable high score of Italy and the low score of the 
‘permissive’ Dutch society. Second, the measure is susceptible to factual differences 
between countries and over time. For example, norms on ‘avoiding a fare on public 
transport’ are probably closely related to the extent to which public transport is 
available in a country, to the price of a fare, and to the level of control. Thus, a low 
score on this measure does not necessarily imply a lack of morality, but could also be 
the result of a specific set of external conditions that perhaps provides many 
incentives to avoid a fare (densely mazed tram network, no conductors on the train, 
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low chance of being caught, high fare prices). However, the correlation between other 
indicators of trust, derived from the World Values Survey, and these norms of civic 
co-operation appears to be quite strong. The relations between norms of civic co-
operation and economic performance also resemble the empirical relationships that 
Knack and Keefer (1997) have proved to exists between trust and economic 
performance. For example, a four point rise in norms of civic co-operation is 
associated with 1 percent higher economic growth. Civic norms are also associated 
with higher investments per capita.   
 

Table 1. Norms of civic co-operation and ethnic homogeneity*. 

Country Civic norms Ethnic homogeneity
France 36,26 94 
Belgium 38,08 57 
Netherlands 38,36 99 
Spain 38,75 75 
Germany 39,83 99 
UK 40,07 82 
Denmark 40,34 95 
US 40,55 81 
Italy 41,23 99 
a Countries sorted on ascending order of civic norms. Civic norms are norms of civic co-operation. This 
measure is based on responses to the World Values Survey questions reported in the main text of this 
paper. Ethnic homogeneity measures the percentage of the country’s population that belongs to the 
largest ethnolinguistic group. 
Source: Knack and Keefer 1997, p. 1285. 
 
It is not so surprising that these inherently good norms of civic co-operation are 
associated with better economic performance. According to our reasoning however, 
also inherently neutral (good nor evil) co-ordination norms have positive external 
benefits for society. The capacity of these norms to realise their potential beneficial 
effects depends on the proportion of people that endorse these norms. It is hard to find 
data on the ‘average endorsement of norms’ in a society, but we can approximate this 
measure by looking at the homogeneity of societies. This implies that we make the 
assumption that more homogeneous societies (in terms of race, language, religion, 
social-economic status, et cetera) subscribe to more homogeneous norms. So, when a 
society consists of one, homogeneous group, we expect that this society will subscribe 
to more generalised norms than a society which consists of several ethno-linguistic 
groups. If generalised norms lead to better co-ordination and more homogeneous 
societies subscribe to more generalised norms, then more homogeneous societies 
should have a better economic track record. 
  

This hypothesis has been put to the test by Zak and Knack (2001). As measures of 
heterogeneity they use a. Gini coefficients for income inequality; b. Gini coefficients 
for land inequality; c. intensity of economic discrimination; and d. ethnic 
homogeneity. The data on ethnic homogeneity come from Sullivan (1991) and 
measure the percentage of the country’s population that belongs to the largest ethno-
linguistic group, see Table 1; the ethnic homogeneity is very high in the Netherlands, 
but for example low in bi-lingual Belgium and in Spain that has to cope with the 
partly autonomous Andalusia and the Basque region. Yet, we consider this measure as 
a rather questionable one. For instance, since it only focuses on the share of the 
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population that belongs to the largest ethno-linguistic group, the Netherlands score 
99%1, while the more or less comparable but bi-lingual Belgians reach to a meagre 
57%. Other relevant indicators of ethnic homogeneity, such as race, religion, et cetera, 
are neglected by this measure. Income inequality, land inequality and economic 
discrimination are strongly associated with lower trust levels. With use of these 
(rather questionable) measures of ethnic homogeneity, Zak and Knack (2001) find 
that ethnic homogeneity does not have a linear relationship with trust, but a quadratic, 
U-shaped one. Trust is the lowest in societies with a few big ethnic groups. When 
there are a lot of different small ethnic groups, each one of them is too small to form a 
‘threat’ to the others. Regressions on economic growth show that all four indicators of 
heterogeneity have significant negative effects on economic growth, but that their 
coefficients decrease considerably when the trust variable from the World Value 
Survey is added to the equation. The effects of heterogeneity on economic growth 
thus seem to arise from their effects on trust. In a study on communities in the US, 
also Alesina and La Ferrara (2002) provide evidence of a relation between 
homogeneity and trust. They find that interpersonal trust is lower in communities with 
higher income inequality and which are more racially heterogeneous. 
 
We conclude that both norms of civic co-operation and the homogeneity of general 
norms are associated with economic performance and with stated social trust as 
measured by the World Values Survey. With respect to the Netherlands it is 
interesting to note that the norms of civic co-operation, as reported in the Survey are, 
in an international perspective, somewhat on the low side.  
 
3. Social capital: networks 

3.1 Positive external effects 

Values and norms are a major determinant for the behaviour and social relationships 
in communities, or in networks as we discuss here. According to the literature, 
networks – the structure of social ties between people – are the essential ingredient of 
social capital. However, most empirical studies directly link the behaviour in 
networks to trust when they are to describe the relationships and to measure the 
external effects. With regard to networks, the works of Putnam are – again – highly 
influential. In his 1993 study on economic performance and governmental efficiency 
in the northern and southern regions of Italy, Putnam argues that social networks 
“install in their members habits of co-operation, solidarity and public-spiritedness” 
(Putnam 1993: 89). Networks lead to general reciprocity and social trust. Virtuous 
circles result, because it is profitable for newcomers to act trustingly and trustworthily 
when they enter a region with trusting and trustworthy inhabitants. The norms of 
reciprocity and trustworthiness are reinforced by networks that control and sanction 
them. This path dependency also works the other way. When one enters a region in 
which the people are untrustworthy, it is better to be very careful (and not to be too 
trusting) to prevent being exploited.  
 
According to Putnam, all kinds of associations, clubs and societies in which people 
interact with each other create positive external benefits for society, because the 
norms of co-operation that are formed in the associations spill over to other parts of 
                                                 
1 The score of 99% for the Netherlands is questionably high in itself. Apart from the issue whether the 
Frisians constitute an own ethno-linguistic group, the influx of foreigners with a different ethno-
linguistic background is clearly underestimated in this measure. 
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society outside the associations. Bowling associations, birdwatchers organisations, 
choirs and football clubs have the same effect on social capital as professional 
associations, political parties and women’s right groups. Not the reason for, or the 
goal of the network is important, but its structure is. Putnam distinguishes between 
horizontal networks and vertical networks. He argues that horizontal networks, in 
which the members are of equivalent status and power, have higher trust and civic 
norms generating capacities than vertical networks, networks with an hierarchical 
power structure. In the latter type people may feel restrained in commenting on and 
correcting each other’s behaviour, especially when the other appears to be one’s 
superior. Further, the dissemination of information is lower in vertical than in 
horizontal networks, because there may be strategic, career involved reasons for 
individual members to keep some information private. Both reasons form obstacles 
for the creation and reinforcement of civic virtues, trust and norms of reciprocity and 
fairness in hierarchical networks.  
 
Another aspect of the structure of networks that is important for their capacity to 
generate powerful behavioural rules is the extent to which networks are closed. A  
high closure enables monitoring and sanctioning to become powerful features to 
spread norms and guide people’s behaviour (Coleman 1990). Buskens (1999) 
distinguishes two types of effects on the behaviour of the trustor in networks. These 
are learning and control. “Learning indicates the extent to which a trustor can modify 
her expectations about characteristics of a trustee from observing his behaviour in past 
transactions. Control indicates the extent to which the trustor can influence the 
trustee’s behaviour via sanctions anticipated by the trustee” (Buskens 1999: 11). The 
features of learning and control can also be seen in the distinction between voice 
networks and exit networks (Hirschman 1970). The voice network makes it possible 
for actors to learn about the trustworthiness of potential transaction partners by 
forming a channel of communication. Exit networks give opportunities for control by 
switching to other transaction partners. Voice and learning lead tot the creation of 
reputations. A ‘good’ reputation, i.e. a reputation that one can be trusted, is valuable, 
because this facilitates new transactions, while a ‘bad’ reputation may make it 
difficult to have a prosperous social and business life.  
 
A step further is to look at connections between networks. Putnam (2000) and 
Woolcock and Narayan (2000) point at the difference between bonding and bridging 
social capital. Bonding social capital says something about the density and 
homogeneity of the network. Bridging social capital relates to the ‘bridges’ or 
connections between heterogeneous people and networks. For example, a family 
network may score highly on bonding social capital, because this homogeneous group 
has a high within-group trust and is inward looking. Bonding social capital is ‘good 
for getting by’. The same network scores very low on bridging social capital, because 
it is not outward looking and does not encompass people across diverse social 
cleavages. The bridging type of social capital is suspected to be the most valuable for 
society, because it glues the different parts together, which makes it ‘good for getting 
ahead’. It prevents the isolation of certain groups in society and makes resources 
available to a larger share of people. However, the size and effects of bridging social 
capital are hard to measure at the level of societies.  
 
This picture changes when we look at social capital from an individual perspective. 
Burt (1992) points at the importance of middlemen who fill the structural holes 
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between separate networks. These positions are very valuable, because the middlemen 
have access to both streams of information and resources, and thus play a strategic 
role in the communication between the networks. Moreover, it appears that strong 
network links – a term closely connected to bonding social capital – offer less 
valuable information about vacancies and job opportunities than ‘weak ties’ (Lin, 
Ensel and Vaughn 1981, Granovetter 1973). Weak links are the connections with 
people from outside your core network. These people are somewhat different from 
yourself, e.g. they live in another region, work in other organisations or have made 
more progress in their career, and this enables them to provide you with (unexpected) 
information and opportunities that lay outside your direct working and living 
environment.   
 
3.2 Contrasting opinions 

This far, we have only examined the beneficial effects of networks. However, some 
contrasting opinions exist about the above sketched favourable picture of networks 
and associational activity. The main argument comes from Olson (1982) who strongly 
agrees that networks deliver huge benefits for the individual members of it but who 
has serious doubts about the external benefits for society just because it delivers huge 
benefits for individual members. In his Rise and Decline of Nations he sets up an 
extensive argument about the detrimental effects of associations for societal welfare. 
Of course, one could think of all kind of criminal and racist associations. These closed 
networks create strong within-group norms and trust, which enables the members to 
co-operate in order to achieve their goals. Almost by definition, these networks turn 
out to have negative externalities on society. However, Olson’s argument goes a lot 
further as he also suspects all kinds of legal organisations to impede societal welfare. 
In his view, associations are to be considered as special interest groups. Special 
interest groups try and promote their special interests by lobbying at the government 
to install new laws that protect their interest and that make life of their antagonists 
harder. In the well-known words of Adam Smith (1776): “People of the same trade 
seldom meet together, even for merriment and diversion, but the conversation ends in 
a conspiracy against the public, or in some contrivance to raise prices.” 
For example, the producers of strawberries will lobby for investment subsidies and 
tax breaks for strawberry producers, export subsidies for homemade strawberries and 
import taxes for foreign strawberries. These measures imply a welfare rise for the 
strawberry producers association, but a larger loss for society. However, because the 
benefits per strawberry producer are much higher than the average loss per inhabitant 
of the country, the strawberry producers have a good reason to organise themselves 
and protect their interests, while a free-rider problem reigns for the individual 
inhabitants of society.  
 
This lack of ‘countervailing powers’ leads to the growth of ‘distributional coalitions’ 
such as labour unions, professional associations, trade associations and lobby groups 
that protect their special interests. As a consequence, they form an ever rising burden 
for societal economic performance. Because these organisations have clear incentives 
to survive, only very strong disruptions in a society, e.g. a war, make it possible to get 
society (radically) freed of them. This would also explain the strong economic growth 
of countries after they have been defeated in a war, e.g. Germany and Japan after the 
Second World War.  
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In peaceful situations, the welfare impeding activities can only be stopped in two 
cases (Olson 1982). One is that associations becomes so large, that the negative 
effects on national welfare start to hurt the association more than that it benefits from 
the direct gains of their lobbying policies. For example, this happens when the 
interests of nation-wide operating labour unions start to entangle with the situation of 
the national economy. The special interest organisations then become ‘encompassing 
organisations’ whose dominant strategy is to act with the benefit of the whole country 
in mind, since they have become such a large part of it. The famous hump-shaped 
curve of the relationship between the extent of centralisation of the wage bargaining 
structure and macroeconomic performance in OECD countries forms an illustration of 
this idea (Calmfors 1993). The second case is that reform can be enforced, when the 
inefficiencies of the current system become too large and too well known by the 
public. Bergsten (1985) and Knack (2003) add to this, that even lobby groups might 
have positive external effects in the way that they establish ethical codes and 
standards, and reduce co-ordination costs by circulating information.  
 

In order to combine the ideas of Putnam and Olson, a division should be made 
between the different types of associations in a Putnam type (the associations with 
primarily positive externalities for society) and an Olson type (the associations with 
negative externalities for society) (Knack and Keefer 1997, Knack 2003, Beugelsdijk 
2003). Candidates for the Putnam type are the associations in the field of e.g. youth 
work, sports and culture. These organisations do not seem to have their primary goal 
of existence in redistributive lobbying. At the other side of the spectrum, we have the 
Olson type of organisations: all associations that bring together producers, 
professionals, labourers and lobbyists. This approach has its drawbacks. For example, 
Putnam (2000) points at the example of Silicon Valley, in which the dense clustering 
and linking of companies, workers, suppliers and customers lead to a continuous 
sharing of information, experiences and ideas that benefit the economic progress of 
the whole region, despite the fact that they seem to resemble the Olson type of 
networks. Olson (1982), in his turn, is highly suspicous of sports and culture 
associations, because these informal interactions create bonds among the participants. 
In other contexts, these informal bonds prove helpful for the creation of collusive 
agreements between traders and formally organised disruptive collective actions as 
strikes. 
 
The contrasting ideas of Putnam and Olson have been tested in several cross-country 
empirical research projects.2 Knack and Keefer (1997) find no connection between 
associational activity and income per capita growth, nor between group memberships 
on the one hand and trust and civic norms on the other hand over the 1980-1992 
period for 29 countries. A small negative effect is found between group memberships 
and investment’s share of GDP. In contrast with this research, Beugelsdijk and Van 
Schaik (2003) provide evidence that (active) group membership contributes to 
economic growth in Europe on the regional level.  
 
Knack and Keefer suggest that the trust enhancing network effects of membership of 
associations and their positive effects on economic performance are countered by the 
economic productivity hampering effect of rent-seeking and lobbying organisations. 
                                                 
2 Below we consider the empirical research on the relationship between networks and trust at the 
individual level. 
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In order to test this, they divide the WVS data on group memberships in two groups: 
memberships of the supposed harmful Olson groups and memberships of the 
supposed beneficial Putnam groups. They classify the (i) professional associations, 
(ii) trade unions, and (iii) political parties or groups as Olson groups. The Putnam 
groups are groups in the field of (i) educations, arts, music or cultural activities, (ii) 
local community action on issues like poverty, employment, housing, racial equality, 
(iii) youth work, e.g. scouts, guides, youth clubs, et cetera, and (iv) sports or 
recreation associations. For a dataset of 29 countries, they find the surprising result 
that the Olson type groups seem to have no effects on economic performance, but that 
the Putnam type groups have a small negative (sic) effect on investments. The study 
of Knack (2003) is an elaboration of this study, extended to economic growth over the 
1980-1999 period and with more careful treatment of measurement errors and 
robustness issues. His results offer some support for the Putnam relationship between 
group membership and generalised trust, and meagre support for the Olson 
relationship between associational activity and economic performance. Again, 
membership of Putnam groups seems to have a larger negative effect on investment 
levels than Olson groups. In a similar way, Beugelsdijk and Van Schaik (2003) test 
the effects of Putnam and Olson groups for 54 European regions. Only the Olson 
groups seem to have a positive (sic) effect on economic growth, but this result is not 
statistically significant when country-specific effects are included.  
 
3.3 Trends in networks: empirical evidence  

The debate on the civic involvement, the decline of social bonds and the waxing and 
waning of community received a huge push in the back when Putnam (2000) sounded 
the alarm bell in his Bowling Alone. The book describes the dramatic decline of social 
networks in the United States over the last quarter century. People bowl alone instead 
of together, they do not picnic anymore with each other, membership rates of Elks 
clubs have diminished, voluntary work is at it lowest point since decades, voter 
turnout decreases, donations to charity fall, people do not feel responsible anymore 
for the public good, less daily newspapers are read, and so forth and so on. According 
to this book the virtuous circle of involvement and mutual trust stands at the brink of 
collapsing to the other extreme, in which distrust, disinterest in politics and declining 
moral values reign. The societal midfield – the family, school, neighbourhood, church 
and civic organisations – is disappearing as a result of the rise and 
“professionalisation” of the welfare state (Vinken and Ester 2003). Other alleged 
culprits are the widespread dissemination of electronic entertainment (passive 
television entertainment instead of actively doing things together), pressures of time 
and money, sub-urbanisation and commuting, and generational change (Putnam 
2000). 
 
The question in this subsection is whether the trend as described for the United States 
is also relevant for the Netherlands. Before we look at the data, we first take a closer 
look at Putnam’s arguments. One of his main arguments is that the decline in civic 
virtues, civic engagement and associational activity is closely related to the year of 
birth of people. Older generations, especially those born before the Second World 
War, appear to have much more social capital than the younger generations. “It is as 
though the post war generations were exposed to some anti-civic X-ray that 
permanently and increasingly rendered them less likely to connect with the 
community” (Putnam 2000: 255). 
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This generational argument has been attacked on many fronts (see Vinken and Ester 
2003 for an overview). The most remarkable attack comes from a group of authors 
who sees the young generation as the solution to civic engagement problems instead 
as the problem itself. In their view, the new generation is strongly civic-minded, 
optimistic and energetic. This constitutes the same generational argument, but in 
reverse. Both streams make a strong case of showing the malevolent or benevolent 
common characteristics of certain generations, but do not give an answer to the 
question why generations are different from each other (McLean 2002). A second 
argument points to the ‘darker side’ of the ‘civic champions’ of the past (Vinken and 
Ester 2003). It may be true that the old generations were more involved community 
members, but they also favoured rigid value systems of right and wrong, traditional 
gender roles, authoritarian power balances, and intolerance against other religions, 
ideologies and races. This is a reflection of the general problem of the two sides of the 
network coin. A dense and closed network breeds a lot of within group trust and is 
capable of enforcing high moral values and norms among its members, but by 
definition these benefits can only be guaranteed along with distrust of strangers and 
new ideas. The third point of criticism is that the systems of civic involvement have 
changed. “Classic indicators of civic involvement may very well have less 
significance to younger generations that are likely to express alternative forms of 
engagement that are both more meaningful and more functional to them” (Vinken and 
Ester 2003: 5).  
 
Given the depressing picture sketched by Putnam for the United States, what do the 
data tell us about civic involvement in Europe and the Netherlands? Several 
sociologists already looked at this problem. We report their main findings and extend 
their empirical research with respect to the Netherlands with some additional data and 
own calculations.  
 
We start with the broad picture for the Netherlands. Table 2 shows the trend in 
membership rates of large voluntary organisations in the Netherlands over the period 
1980-2000. Although some organisations lost a substantial number of member and 
supporters during this period, especially the political parties, women rights groups and 
religious associations, the general trend is upward. Consumers associations and 
organisations in the field of health, international solidarity and environment and 
nature experienced a very strong growth in membership rates. At a population of 
about 16 million people, the total amount of members rose with about 30 percent from 
27 to 35 million. Even when one controls for the increase in population of age above 
15 years with 18 percent over this period, this still means a rise of about 16 percent in 
total memberships (Scientific Council for Government Policy 2003).  
 
One can see this development as a shift between three different types of organisations. 
Primary organisations consider the very intense family relationships. Secondary 
organisations go by the name of ‘face-to-face’ organisations, because membership of 
these organisation implies joint actions and lot of personal contact, for example 
church and sport activities. Finally, there are the tertiary organisations which are 
called ‘paper-and-pencil’ or ‘mailing-list’ organisations. For example, most of the 
members of  environmental organisations like Greenpeace do not meet their fellow 
members once a week to discuss environmental issues, but just donate a certain 
amount of money once year and receive a magazine in return. Because personal 
interaction is the necessary ingredient for the creation of social capital, membership of 
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tertiary organisations has less beneficial effects for the emergence of mutual trust and 
civic norms than secondary organisations. If the rise in membership only accrues to 
tertiary organisations, while the secondary organisations lose members, the overall 
picture might be negative although the net effects of these changes seem to be positive 
at first sight. Thus, we have to be a little careful in interpreting the changes in 
memberships in Table 2. 
 

Table 2. Members and supporters (x 100,000) of voluntary organisations in the 

Netherlands with at least 50,000 members or supporters, 1980 and 2000. 

 1980 2000 Change (%)
Political parties 3 2 – 33
Women 3 2 – 33
Churches and religion 95 80 – 16
Employees 36 34 – 6
Sport and leisure 15 18 + 20
Broadcasting 41 47 + 15
Employers and self-employed 2 3 + 50
Elderly 4 5 + 25
Consumers 32 48 + 50
Health 16 36 + 125
International solidarity 19 44 + 132
Environment and nature 4 30 + 650
Abortion and euthanasia 0 2 + .
Total 270 352 + 30
Source: Calculations based on Scientific Council for Government Policy 2003, table 3.10. 
 

The amount of money these organisations collected through fundraising rose 
spectacularly, from 535 million euro in 1991 to 1,729 million euro in 2001, a rise 
from 0.20 to 0.44 percent of GDP in 10 years (Dekker, De Hart and De Beer 2004). 
The trend is upward, but pessimists see this development as a confirmation of the 
trend from face-to-face to check-and-mail associational activity. This interpretation is 
contradicted by the recordings of voluntary work in the Netherlands. The definition of 
voluntary work among policymakers and researchers in the Netherlands is the “non-
compulsory and unpaid work that is performed in some form of organised context for 
the benefits of others or of society” (Dekker 2000: 5). Data from several sources over 
the period 1975 – 2000 show no pattern of a decrease in voluntary work in percentage 
of population aged 18 and over, nor in time spent per week per volunteer (Dekker 
2000, Scientific Council for Government Policy 2003), see Table 3.  
 

Table 3. Participation in voluntary work: numbers of volunteers and time spent 

by volunteers, Dutch population aged 18 and over, 1975 - 2000. 

1975 1980 1985 1990 1995 2000 
Volunteers according to questionnaire (%) . 45 42 41 46 45 
Volunteers according to diary (%) 28 33 32 29 32 26 
Time spent by volunteers (hours per week) 4,6 4,3 4,8 5,2 4,9 4,7 
Source: Dekker 2000, table 2; Scientific Council for Government Policy 2003, table 3.9. 
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The participation in voluntary work in the Netherlands is relatively high when seen in 
an international perspective. About 50 percent of the Dutch answer yes to the 
European Values Study question whether they participate in voluntary work. This is 
only slightly less than the score in Sweden (56 percent), but considerably larger than 
participation in Great Britain (43 percent), Denmark (37 percent), Belgium (36 
percent) and Germany (a meagre 21 percent) (Scientific Council for Government 
Policy 2003: 83).  
 
An international comparison of membership rates is provided in Table 4. The 
Netherlands appear to have the highest membership rates in 9 out of 16 types of 
voluntary organisations, varying from religious and cultural organisations to 
environmental and sports associations. Furthermore, the average membership rate is 
far above average membership rates in other European countries. We therefore 
conclude that civic involvement in the Netherlands is remarkably high in an 
international perspective. 
 

Table 4. Proportion of population that say to belong to a voluntary organisation, 

for 7 European countries, 1999, in percentages.a 

Voluntary organisation Nl Dk Be GB Ge It Fr
Social welfare services for elderly, handicapped or deprived people 22 6 12 18 4 7 6
Religious and church organisations 35 12 12 10 14 11 4
Education, arts and music and cultural activities 46 16 19 10 8 10 8
Trade unions 23 54 16 8 7 6 4
Political parties or groups 9 7 7 2 3 4 2
Local community action on issues like poverty, employment, 
housing, racial equality 

7 6 5 4 1 3 2

Third world development or human rights 25 4 10 6 1 3 2
Conservation, the environment, ecology, animal rights 44 13 11 9 3 4 2
Professional associations 19 11 9 8 5 7 3
Youth work (e.g., scouts, guides, youth clubs et cetera) 7 7 8 18 2 5 2
Sports or recreation 50 33 24 6 31 12 17
Women’s groups 4 2 9 3 4 1 0
Peace movement 3 1 2 4 0 2 1
Voluntary organisations concerned with health 10 4 6 12 3 5 3
Other groups 10 14 12 . 4 3 8
Average 21 13 11 8 6 6 4
a “Please look carefully at the following list of voluntary organisations and activities and say: a) which, 
if any, do you belong to?; and b) which, if any, are you currently doing unpaid voluntary work for?” 
Percentages of yes to a) and or b). Nl = Netherlands, Dk = Denmar, Be = Belgium, GB = Great Britain, 
Ge = West Germany, It = Italy, Fr = France. Highest scores in bold. 
Source: Dekker, Ester and Vinken 2003, table A8.1. 
 
3.4 Political participation 

A special form of civic involvement is political participation. Sociologists and 
political scientists assume a positive relationship between social and political 
participation. This dates back to Alexis de Tocqueville’s (1990 [1835, 1840]) writings 
on the links between American democracy and high American membership rates of 
voluntary associations (Almond and Verba 1963, Van Deth 1997, Putnam 2000). 
According to these theories, citizen membership of any non-political organisation 
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leads to a higher political competence and political participation of these citizens. 
Political participation is seen as a major contributor to the democratic environment of 
a society and government efficiency. Bad politicians would have a lesser chance to 
arrive and stay in positions with political power, when the citizens read the 
newspapers and watch the television news to follow political development, discuss 
politics with their friends, sign petitions, call their district representatives in 
parliament, organise demonstrations, become member of political parties, and make 
use of their voting rights.  
 
Three types of individual effects are at the basis of this presumed relationship 
between social participation and political participation (Dekker and De Hart 2000). 
The first is that people who participate and do volunteer work in social networks meet 
other active people who may ask them to become politically active, to sign a petition, 
to help organising a demonstration, and so forth. Secondly, socially participating 
people come in contact with political information through their social activities. 
Political issues may be raised when playing the 19th hole or in the sermon of the 
preacher. This raises the knowledge of political issues and perhaps also the interest in 
them. Third and probably most important is that socially active people learn civic 
skills that are also useful for political action. They develop organisational and 
communication skills, like how to write a professional letter or to hold a speech in 
public. 
 
A deviation from this general pattern seems to develop in the United States (see 
Dekker 2000: 2-3). A new generation wants to do volunteer work, but does not want 
to get involved with politics. Local civic life is no longer complementary to political 
participation, but a substitute for, or even a refuge from politics. This anti-political or 
politics neglecting movement may form a danger for the functioning of the 
democratic system. The question is whether the same trend occurs in the Netherlands? 
As a matter of fact, it cannot be denied that membership of political parties, attending 
meetings of political parties and voter turnout at elections have all decreased over the 
period 1975 – 1998 (Dekker 2000). Over the same period however, the percentage of 
people that claim to be interested in politics, to read about politics in the newspaper 
regularly, to have signed a petition or to have joined in an action group or attended a 
demonstration has been stable or rising. This means that we do notice some shifts in 
forms of political participation, but not a general trend of increased indifference in 
politics.  
 

The assumed Putnam relationship between associational activity, political 
involvement and mutual social trust at the individual level is examined by Dekker, 
Ester and Vinken (2003). Although they find positive statistical effects between their 
measure of civic involvement – leisure participation – on the one hand and trust and 
political participation on the other hand, these effects are small, especially for the 
relationship with trust. The level of education appears to be a better predictor of social 
trust and political action. They conclude that “policymakers who care about the loss 
of social trust and political involvement may better keep focused on their tiresome 
efforts to improve educational changes than simply join the call for community and 
the revival of associational life” (Dekker, Ester and Vinken 2003: 244). 
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A general problem with this kind of statistical analyses is that they are designed for 
finding one-way relationships, while in reality two opposing mechanisms may occur 
(Dekker 2000). For example, some people become politically involved because they 
have a high social trust in other people, while at the same time other people are 
motivated to go into politics because of their distrust in other people. Another 
example comes from the above mentioned ‘new’ trend in the American society that 
people want to do civic volunteer work for the benefit of community, but – or even 
because – they do not want to get involved in politics, while volunteer work is a 
stepping stone to political involvement for a lot of other people. These opposing 
relationships may cancel each other out in statistical tests, whereas they may 
constitute very substantial phenomena in themselves. 
 
To get a feeling for how associational activity may influence trusting behaviour, we 
depict the general relationships between the two in Table 5. For 8 different types of 
voluntary organisations and one ‘other’ category, the proportions of the population 
answering “tend to trust” to the trust question are related to their state of membership: 
active, passive or no membership. Active membership implies doing unpaid voluntary 
work for the organisation, passive membership does not. The results come from the 
World Values Surveys and we combine the waves of 1981 and 1990 to obtain enough 
observations in each category. Especially the number of people that are active 
members of a political party or a church is particularly low in some countries. The 
general picture can be seen in the column ‘10 countries’. The average results for these 
10 Western countries form the benchmark for the analysis. As we see, this benchmark 
is in line with the Putnam thought. There is a positive relationship between 
membership and trust: both active and passive members always have a higher 
tendency to trust than non members. Moreover, active members are more trusting than 
passive members, except in the case of political parties, environmental organisations 
and professional organisations. Do we see a glimpse of an Olson mechanism here? All 
three types of organisations can be considered special interest organisations, which 
may act as distributional coalitions and hence as a burden for society. If that were 
true, it could explain that the people actually active in these organisations are aware of 
their ‘bad’ role of themselves and the people surrounding them. It would lead to lower 
generalised trust, thereby offsetting part of the trust enhancing effects of associational 
activity. 
 
This Olson mechanism seems to be even more apparent when we look at the columns 
of Table 5, which indicate the tendencies to trust in the Netherlands as compared to its 
neighbour countries (West) Germany and Belgium. In the Netherlands, the tendency 
to trust is lower for active members than passive members in 6 out of 9 organisations, 
while the tendency to trust is even lower than non members in the cases of political 
parties, professional associations and charitable organisations. The perverse effects of 
active membership on trust outweigh the positive effects in these cases. This 
phenomenon only seems to exist in the Netherlands. This is a remarkable finding that 
raises serious doubts about what is happening in Dutch political parties, professional 
associations and charitable organisations. Do these organisations attract people with a 
misanthropic view of life or is there something inherently ‘bad’ in doing unpaid 
voluntary work for these organisations that destroys people’s tendency to trust?  
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Table 5. Proportion of people answering “tend to trust” to the trust question, 

sorted by associational activity, for the Netherlands, West Germany, Belgium 

and a group of 10 countries, 1981 and 1990 combined, in percentages.a  

Type of association Membership Netherlands W Germany Belgium 10 countries 
Active 64.0 49.5 47.5 51.1 
Passive 48.1 34.8 44.1 45.4 

Church or religious 
organisation 

Don't belong 47.3 34.6 30.5 36.4 
Active 52.3 39.2 43.3 50.7 
Passive 62.7 40.7 42.7 49.7 

Sport or recreation 
organisation 

Don't belong 48.5 36.7 31.2 37.3 
Active 61.0 40.0 46.8 53.7 
Passive 60.6 46.3 43.9 53.7 

Art, music or 
educational 
organisation Don't belong 45.1 35.0 30.1 36.8 

Active 48.0 46.9 43.3 49.9 
Passive 54.5 32.6 34.5 45.6 

Labour union 

Don't belong 47.8 36.0 31.7 37.4 
Active 45.7 48.4 51.9 52.4 
Passive 62.6 37.2 37.1 52.7 

Political party 

Don't belong 47.9 35.2 31.8 37.7 
Active 48.6 52.8 48.2 50.5 
Passive 63.4 45.2 51.3 59.6 

Environmental 
organisation 

Don't belong 46.1 35.2 31.2 37.6 
Active 42.4 52.8 39.4 52.3 
Passive 63.3 41.4 43.0 52.9 

Professional 
association 

Don't belong 47.7 34.9 31.7 37.4 
Active 47.4 36.7 44.7 48.4 
Passive 51.2 37.4 30.8 43.7 

Charitable 
organisations 

Don't belong 48.8 35.6 31.6 37.8 
Active 62.8 49.2 42.9 52.3 
Passive 62.1 40.0 32.4 48.2 

Any other voluntary 
organisation 

Don't belong 52.3 37.0 33.3 39.0 
a The group of “10 countries” consists of: the Netherlands, West Germany, Belgium, France, Great 
Britain, Denmark, Italy, United States, Spain and Ireland. 
Source: World Values Survey 1981 and 1990. 
 
We test our simple frequency findings with use of the multinomial logit regression 
technique. This allows us to control for gender, age and education. Again we are 
mostly interested in the relationship between trust and membership of organisations. 
The results are stated as odds ratios, see Table 6. A ratio higher than 1 indicates that 
the chance that the event occurs (“tend to trust” instead of “can’t be too careful”) is 
positive in comparison with the benchmark or base situation. Ratios smaller than 1 
indicate negative relationships.  
 
The results indicate that gender does not matter much; that the relationship between 
trust and age is an inverted U-curve: trust rises with age, but declines after 54; and 
that trust rises with education. These are common findings in this kind of research 
(Alesina and La Ferrara 2002; Glaeser, Laibson and Sacerdote 2002.). For church or 
religious organisations, we see that the chance that a person tends to trust is higher 
when he is an active or passive member than when he is not a member. For the 
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Netherlands we notice that this chance is even higher for active than for passive 
members.  
 

Table 6. Determinants of social trust: odds ratios.a 

  10 countries Netherlands
Gender Male 1.0 1.0 
 Female Base: 1 Base: 1 
Age  18-24 0.9* 0.9 
 25-34 0.9* 1.0 
 35-44 1.1* 1.1* 
 45-54 1.1* 1.2* 
 55-65 1.0 1.0 
 65+ Base: 1 Base: 1 
Age finished at school 12 0.7* 0.7* 
 13 0.8* 0.8* 
 14 0.8* 0.8* 
 15 0.9 0.9 
 16 1.1 1.1 
 17 1.3* 1.2* 
 18 1.2* 1.2* 
 19 1.3* 1.3* 
 20 1.4* 1.4* 
 21 2.0* 2.0* 
 Don't know Base: 1 Base: 1 

Active 1.4* 1.7* 
Passive 1.4* 1.4* 

Membership of church 
or religious 
organisation Not member Base: 1 Base: 1 
a Multinomial logit regression. Dependent variable: “tend to trust strangers” instead of “cannot be too 
careful”. Significant odds ratios (p < 0.10) are flagged with *. The group of “10 countries” consists of: 
the Netherlands, West Germany, Belgium, France, Great Britain, Denmark, Italy, United States, Spain 
and Ireland. 
Source: World Values Survey 1981 and 1990. 
 
Table 7 gives the results of a further explorative analysis of the relationship between 
social trust and membership of voluntary organisations in the Netherlands. The results 
differ somewhat from those found with the frequency tables of Table 5. We now find 
that passive membership is related to more trust than active membership for 6 types of 
organisations, and that non-membership leads to more trust than active membership in 
3 cases, but some of the first and all of the latter relationships are statistically not 
significant. In the case of labour unions, political parties, environmental organisations 
and charitable organisation, passive membership goes with more trust than active 
membership. This corroborates our ideas about the perverse effects of active 
membership in Olson types of voluntary organisations. 
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Table 7. Active, passive and non membership as determinants of social trust in 

the Netherlands: odds ratios.a  

Type of association  Active membership Passive membership 
Church or religious organisation 1.7* 1.4* 
Sport or recreation organisation  0.9 1.4 
Art, music or educational organisation  1.6* 1.5* 
Labour union 1.0 1.3* 
Political party 0.9 1.8* 
Environmental organisation  1.0 1.7* 
Professional association 0.8 1.5* 
Charitable organisation 1.1 1.2 
Any other voluntary organisation 1.4 1.4 
a Multinomial logit regression. Dependent variable: “tend to trust”. Significant odds ratios (p < 0.10) 
are flagged with *. Controls for gender, age and education not reported. 
Source: World Values Survey, wave 1981 and 1990.  
 
4. Conclusions 
 
This paper gives a theoretical and empirical analysis of the relationships between 
values, norms and co-operative behaviour on the one hand, and economic 
performance on the other hand. From the theoretical perspective of welfare analysis, 
values, norms and the resulting behaviour in networks bring about externalities so that 
these parts of social capital have the character of a public good. The initiative of the 
Dutch government to organise a public (and political) discussion on these matters, is 
therefore, warranted. However, the empirical analysis shows that the direction and 
sizes of these externalities are not unambiguous. In general, there seems to be no 
structural negative trend in the influence of values and norms on co-operation and co-
ordination in the Dutch society in the Netherlands. This contrasts the findings of 
Putnam for the US. Yet, government intervention and the transformation of informal 
norms into formal and legally binding rules, may induce a shift from intrinsic to 
extrinsic motivation in economic behaviour. Extrinsic motivation can be costly to 
society due to moral hazard, incentives for fraud, and the resulting monitoring and 
bonding costs. A return to intrinsic motivation after this type of motivation has been 
hurt by government intervention, can be costly and difficult as well. So a main 
message to the government is to cherish as much as possible values, norms and 
intrinsic motivation which still exist in society and which are associated with positive 
externalities. A similar argument holds for Putnam types of organisations and 
networks.    
 
In our empirical analysis, we conclude that it is very problematic to find appropriate 
indicators for norms of civic co-operation and generalised reciprocity. The measures 
that are suggested in the empirical literature have two problems. First, they are hardly 
distinguishable from (norms) of trust(worthiness) and therefore do not provide 
additional information to the analysis of social capital. Second, they are highly 
susceptible to the tendency of respondents to provide socially accepted answers and 
their results should therefore be regarded with extended caution. Therefore we have 
focussed our empirical analysis on the relationships between networks and trust 
formation which play a role as co-ordination mechanism.   
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Networks generate positive ‘Putnam’ and negative ‘Olson’ externalities at the same 
time. Macroeconomic research finds no relations or small negative relations between 
associational activity and economic performance. When group memberships are 
divided between Putnam and Olson groups, the Olson type groups seem to have no 
effects on economic performance, while the Putnam type groups have a small 
negative (sic) effect on investments.  
 
When we examine the relation between associational activity and trust on the micro 
level for 10 countries, we find a positive relationship between membership and trust. 
Both active and passive members always have a higher tendency to trust than non-
members. Moreover, active members are more trusting than passive members, except 
in the case of political parties, environmental organisations and professional 
organisations. This last result might be an indication of an Olson type, perverse effect. 
We conclude that both Putnam and Olson effects on trust may appear from 
membership of organisations, depending on the type of the organisation. These 
contrasting effects may explain the fact that there is no relation found between 
associational activity and economic performance in macroeconomic research. 
 
In our empirical analysis of networks we considered the extent of civic involvement. 
An international comparison shows a very high rate of associational activity in the 
Netherlands. The Netherlands appear to have the highest membership rates in 9 out of 
16 types of voluntary organisations, varying from religious and cultural organisations 
to environmental and sports associations.  
 
As mentioned before, there is no sign of a decline of associational activity between 
1980 and 2000. The younger generations exhibit equal or even higher rates of 
associational activity than older generations. The trend in membership rates is upward 
over the period 1980-2000, while the number of volunteers and time spent by 
volunteers is stable over this period. Also fundraising has risen. 
 
Although the general trend is upward, some organisations lost a substantial number of 
members and supporters during this period, especially the political parties, women 
rights groups and religious associations. Consumers associations and organisations in 
the field of health, international solidarity and environment and nature experienced a 
very strong growth in membership rates. This is an indication that people switch from 
face-to-face organisations to check-and-mail organisations.   
 
This switch is especially pregnant in the field of political participation. Membership 
of political parties, attending meetings of political parties, and voter turnout at 
elections have gone down, but there is no general trend of increased indifference in 
politics. Especially the single issue organisations welcomed many new members in 
the last decade. This does not mean that social capital is in decline, but that the 
younger generations use other ways to express their political involvement. 
 
We found mixed results with regard to the effects of associational activity on trust. In 
the Netherlands, the tendency to trust is lower for active members than for passive 
members in most types of organisations, while the trust of active members of political 
parties and professional associations is even lower than the trust of non-members. 
These are indications of an ‘Olson’ detrimental effect on trust, which arises from 
active membership of ‘distributional coalitions’. However, we also note that for some 
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types of associations, the assumed positive Putnam relationship between associational 
activity and mutual trust holds. Passive membership is always associated with higher 
trust than non-membership and also the active members of church and religious 
organisations and art, music and educational organisations have a far higher tendency 
to trust than non-members. So, for the Netherlands, especially religious and cultural 
organisations seem to enhance trust, while the active involvement in professional 
associations and political parties is associated with lower trust. 
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