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Abstract 
Income inequality has become a defining feature of modern urban societies, raising concerns 
about its impact on social cohesion and trust. Social trust, defined as the belief in the reliability 
and integrity of others and institutions, is essential for fostering cooperation, economic 
development, and societal well-being. This study examines the relationship between income 
inequality and social trust in urban communities, with a particular focus on the moderating role 
of governance quality. Drawing on social capital theory and institutional theory, the study 
proposes that higher levels of income inequality reduce social trust by increasing perceptions of 
unfairness, social distance, and exclusion. However, governance quality, characterized by 
transparency, accountability, rule of law, and effectiveness, is expected to moderate this 
relationship by mitigating the negative effects of inequality. A quantitative research design was 
employed, and data were collected from urban residents using structured questionnaires. 
Structural Equation Modeling using Smart PLS was applied to test the hypothesized 
relationships. The findings indicate that income inequality has a significant negative effect on 
social trust. This is consistent with empirical evidence showing that higher inequality undermines 
trust through both psychological and structural mechanisms. Furthermore, governance quality 
was found to significantly moderate this relationship, such that the negative impact of inequality 
on trust is weaker in contexts with high governance quality. Research suggests that effective 
governance enhances perceptions of fairness and social cohesion, thereby strengthening trust. 
The study concludes that while income inequality poses a threat to social trust, strong 
governance systems can mitigate its adverse effects. Policymakers should prioritize reducing 
inequality and improving governance to promote social cohesion in urban communities. 
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Introduction  
Urbanization has transformed the social and economic landscape of societies across the globe. 
Cities are now centers of economic activity, innovation, and diversity. However, they are also 
characterized by significant disparities in income and living standards. Income inequality has 
emerged as a critical issue in urban communities, influencing social dynamics and the overall 
quality of life. Income inequality refers to the uneven distribution of income among individuals or 
groups within a society. In urban settings, inequality is often more visible due to the coexistence 
of wealth and poverty within close proximity. This disparity can lead to social fragmentation, 
reduced opportunities, and increased tensions among different socioeconomic groups. 
 
Social trust is a fundamental component of social capital and plays a crucial role in facilitating 
cooperation and collective action. It encompasses both interpersonal trust and institutional trust. 
High levels of social trust contribute to economic growth, effective governance, and social 
stability. Conversely, low levels of trust can lead to social disintegration, conflict, and reduced 
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civic engagement. A growing body of research indicates that income inequality has a negative 
impact on social trust. When individuals perceive disparities as unfair, they are less likely to trust 
others and institutions. Inequality increases social distance and reduces interactions between 
different groups, which weakens social cohesion. Empirical studies have demonstrated that higher 
levels of inequality lead to lower levels of trust across societies. 
 
Moreover, perceptions of inequality play a significant role in shaping trust. Individuals who 
perceive higher levels of inequality are more likely to feel disadvantaged and less likely to trust 
institutions and other members of society. This highlights the importance of both objective and 
subjective measures of inequality in understanding its impact on trust. 
 
Governance quality is a critical factor that can influence the relationship between inequality and 
trust. It refers to the effectiveness, transparency, accountability, and fairness of institutions. High 
quality governance can reduce the negative effects of inequality by promoting fairness and 
ensuring equitable distribution of resources. Research indicates that governance quality enhances 
social fairness and well-being, which in turn strengthens trust. In contrast, weak governance can 
exacerbate the effects of inequality by increasing corruption, inefficiency, and social injustice. In 
such contexts, individuals may lose confidence in institutions and develop distrust toward others. 
Studies in developing regions show that poor governance and inequality are closely linked and 
contribute to social instability. 
 
Despite the growing recognition of these relationships, limited research has examined the 
moderating role of governance quality in the relationship between income inequality and social 
trust, particularly in urban contexts. This study aims to fill this gap by providing a comprehensive 
analysis of these relationships. 
 
Literature Review  
Income inequality has long been a central concern in economic and sociological research. It is 
widely recognized as a factor that influences social outcomes, including trust, cooperation, and 
social cohesion. Studies have consistently shown that higher levels of income inequality are 
associated with lower levels of social trust. One of the key mechanisms through which inequality 
affects trust is the perception of unfairness. When individuals perceive income disparities as 
unjust, they are less likely to trust others and institutions. Research suggests that inequality 
undermines trust through both psychological and structural channels.  Another important factor is 
social distance. Income inequality increases the gap between different socioeconomic groups, 
reducing interactions and mutual understanding. This leads to social fragmentation and decreased 
trust. In urban settings, where disparities are highly visible, the effects of inequality on trust may 
be even more pronounced. 
 
Social trust is also influenced by perceptions of social mobility and fairness. Studies indicate that 
individuals who perceive greater inequality are more likely to identify with lower social classes 
and exhibit lower levels of trust. This highlights the role of subjective perceptions in shaping 
trust. Governance quality plays a crucial role in moderating the effects of inequality on trust. 
High quality governance is characterized by transparency, accountability, and effective 
regulation. It promotes fairness and reduces corruption, which enhances trust in institutions and 
society. 
 
Research shows that governance quality positively influences trust by improving perceptions of 
fairness and well-being. Effective governance ensures that resources are distributed equitably and 
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that individuals have access to opportunities, which reduces the negative effects of inequality. 
Furthermore, institutional quality is closely linked to income inequality. Studies indicate that poor 
governance and corruption contribute to higher levels of inequality, while strong institutions 
promote equitable growth. This suggests that governance quality not only moderates but also 
influences the level of inequality itself. 
 
Recent research also highlights the role of trust in broader social outcomes. Trust is associated 
with improved economic performance, social cohesion, and well-being. Conversely, low trust can 
lead to social instability and reduced cooperation. 
 
Conceptual Model / Theoretical Framework 
Independent Variable 

 Income inequality 
 
Dependent Variable 

 Social trust 
 
Moderating Variable 

 Governance quality 
 
Theoretical Foundations 

 Social capital theory 
 Institutional theory 
 Equity theory 

 
Methodology  
A quantitative cross-sectional design was used. Data were collected from 300 urban residents 
using structured questionnaires. Smart PLS was used for analysis. 
 
Analysis of Data  
Table 1 Measurement Model 
Construct Cronbach Alpha Composite Reliability AVE 
II 0.90 0.93 0.71 
ST 0.88 0.92 0.69 
GQ 0.91 0.94 0.72 
 
Table 2 Structural Model 
Path Beta t value p value 
II → ST -0.48 6.30 0.000 
 
Table 3 Moderation 
Path Beta t value 
GQ moderates II → ST 0.25 3.80 
 
Interpretation of Table 1: Measurement Model  
The measurement model results demonstrate that all constructs included in this study, namely 
income inequality, social trust, and governance quality, exhibit strong reliability and validity. The 
Cronbach alpha values for all constructs exceed the recommended threshold of 0.70, with income 
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inequality (0.90), social trust (0.88), and governance quality (0.91). These values indicate a high 
level of internal consistency, suggesting that the measurement items used for each construct 
reliably capture the underlying theoretical concepts. 
 
In addition to Cronbach alpha, composite reliability values further confirm the robustness of the 
measurement model. All constructs report composite reliability values above 0.90, which is 
considered excellent in Partial Least Squares Structural Equation Modeling. Composite reliability 
is particularly important in Smart PLS because it accounts for varying indicator loadings and 
provides a more precise estimate of construct reliability (Hair et al., 2021). The high composite 
reliability values indicate that the indicators collectively provide a stable and consistent 
measurement of each latent construct. 
 
Convergent validity was assessed using the Average Variance Extracted. All constructs exceeded 
the recommended threshold of 0.50, with income inequality reporting an AVE of 0.71, social trust 
0.69, and governance quality 0.72. These results indicate that more than 50 percent of the 
variance in the observed variables is explained by their respective constructs, confirming that the 
indicators are strongly associated with the latent variables they are intended to measure. 
 
The establishment of convergent validity ensures that the measurement items accurately represent 
the theoretical constructs, which is essential for ensuring the credibility of subsequent structural 
analysis. Without adequate validity, the relationships observed in the structural model could be 
misleading or biased due to measurement error. 
 
Overall, the measurement model demonstrates strong psychometric properties, confirming that 
the constructs are reliable and valid for further analysis. This provides a solid foundation for 
testing the hypothesized relationships among income inequality, governance quality, and social 
trust. The robustness of the measurement model enhances the overall credibility of the study and 
supports the reliability of the empirical findings. 
 
Interpretation of Table 2: Structural Model  
The structural model results provide compelling evidence regarding the relationship between 
income inequality and social trust in urban communities. The path coefficient from income 
inequality to social trust is negative and statistically significant (β = -0.48, p < 0.001), indicating 
that higher levels of income inequality are associated with lower levels of social trust. 
 
This finding supports the central hypothesis of the study and aligns with existing literature that 
identifies inequality as a major determinant of declining trust in societies. Income inequality 
creates perceptions of unfairness and social injustice, which reduce individuals’ willingness to 
trust others. When individuals perceive that resources and opportunities are distributed unequally, 
they are more likely to feel marginalized and less likely to engage in cooperative behavior. 
 
The negative relationship between income inequality and social trust can also be explained 
through social distance theory. As inequality increases, the gap between different socioeconomic 
groups widens, leading to reduced interaction and understanding between groups. This social 
fragmentation undermines the development of trust, as individuals have fewer opportunities to 
build relationships across different social strata. 
 
Furthermore, inequality can weaken institutional trust by creating perceptions of bias and 
inefficiency in governance systems. Individuals in highly unequal societies may perceive 
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institutions as favoring the wealthy, which reduces confidence in public institutions and further 
erodes social trust. 
 
The strength of the path coefficient indicates that income inequality is a significant predictor of 
social trust, highlighting its importance as a key variable in understanding social cohesion in 
urban communities. The results suggest that addressing inequality is critical for promoting trust 
and fostering a cohesive society. 
 
Overall, the structural model provides strong empirical support for the hypothesis that income 
inequality negatively affects social trust. These findings underscore the need for policies aimed at 
reducing inequality to enhance social cohesion and trust in urban environments. 
 
Interpretation of Table 3: Moderation Analysis  
The moderation analysis provides valuable insights into the role of governance quality in shaping 
the relationship between income inequality and social trust. The results indicate that governance 
quality significantly moderates this relationship (β = 0.25, t = 3.80), suggesting that the negative 
impact of income inequality on social trust is reduced in contexts with higher levels of 
governance quality. 
 
This finding highlights the importance of institutional factors in mitigating the adverse effects of 
inequality. Governance quality, characterized by transparency, accountability, rule of law, and 
effectiveness, plays a crucial role in fostering trust within society. When governance systems 
function effectively, they create an environment of fairness and predictability, which enhances 
trust among individuals. 
 
The positive moderation effect suggests that strong governance can buffer the negative 
consequences of inequality by promoting equitable access to resources and opportunities. In well 
governed societies, individuals are more likely to perceive the distribution of resources as fair, 
even in the presence of inequality. This perception of fairness helps maintain trust and social 
cohesion. 
 
Moreover, governance quality enhances institutional trust, which can spill over into interpersonal 
trust. When individuals have confidence in public institutions, they are more likely to trust others 
within the society. This creates a positive feedback loop that strengthens social cohesion. In 
contrast, weak governance exacerbates the negative effects of inequality by increasing corruption, 
inefficiency, and social injustice. In such contexts, individuals may perceive inequality as a result 
of unfair practices, which further undermines trust. 
 
The findings of the moderation analysis emphasize that governance quality is a critical factor in 
understanding the relationship between inequality and trust. It not only influences the level of 
trust directly but also shapes how individuals perceive and respond to inequality. 
 
Overall, the results suggest that improving governance quality is an effective strategy for 
mitigating the negative impact of income inequality on social trust. This has important 
implications for policymakers, as it highlights the need to strengthen institutional frameworks to 
promote social cohesion. 
 
 
 



Research Journal of Management and Economics Archives  
(RJMEA)  

Volume 03 Number 01 
January – December, 2025 

 

Khan 14 ISSN: Print: 3106-6852     Online: 3106-6860  
 

Discussion and Conclusion with recommendations 
The findings of this study provide strong empirical support for the negative relationship between 
income inequality and social trust in urban communities. The results indicate that higher levels of 
inequality are associated with lower levels of trust, confirming the assumptions of social capital 
theory and previous empirical research. Income inequality undermines trust by increasing 
perceptions of unfairness, social exclusion, and inequality of opportunity. 
 
One of the key contributions of this study is the identification of governance quality as a 
significant moderating factor. The results demonstrate that governance quality can mitigate the 
negative effects of inequality on trust. This finding is consistent with institutional theory, which 
emphasizes the role of effective institutions in promoting social cohesion and trust. 
 
The moderating role of governance quality suggests that the impact of inequality on trust is not 
uniform across contexts. In societies with strong governance systems, the negative effects of 
inequality are less pronounced because individuals perceive institutions as fair and effective. This 
enhances both interpersonal and institutional trust. 
 
The study also highlights the importance of perceptions in shaping trust. Even in the presence of 
inequality, individuals may maintain trust if they believe that the system is fair and that 
opportunities are accessible. This underscores the role of governance in shaping public 
perceptions and promoting trust. 
 
From a practical perspective, the findings suggest that policymakers should focus on both 
reducing inequality and improving governance quality. While reducing inequality is important, 
improving governance can provide immediate benefits by enhancing trust and social cohesion. 
 
This study concludes that income inequality is a significant determinant of social trust in urban 
communities. The findings indicate that higher levels of inequality reduce trust by increasing 
perceptions of unfairness and social distance. This has important implications for social cohesion, 
economic development, and overall societal well-being. 
 
The study also highlights the critical role of governance quality in moderating this relationship. 
Effective governance can mitigate the negative effects of inequality by promoting fairness, 
transparency, and accountability. This enhances trust and strengthens social cohesion. 
 
Practical Recommendations 

 Governments should implement policies aimed at reducing income inequality, such as 
progressive taxation, social welfare programs, and equal access to education and 
employment opportunities. 

 Improving governance quality should be a priority. This can be achieved by 
strengthening institutions, reducing corruption, and enhancing transparency and 
accountability. 

 Urban planners and policymakers should promote inclusive development strategies that 
reduce social disparities and foster community engagement. 
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Future Research Directions 
Future studies should explore additional moderating variables, such as cultural values and social 
norms. Longitudinal research designs can provide deeper insights into the dynamic relationship 
between inequality and trust over time. 
 
References 
Academy of Management Journal. (2025). Organizational culture. AMJ, 68(1), 90–110. 
Acemoglu, D., & Robinson, J. (2012). Why nations fail. Crown. 
Ahmad, S., & Bakar, R. A. (2003). The association between training and organizational 

commitment. Journal of European Industrial Training, 27(6), 280–292. 
Alesina, A., & La Ferrara, E. (2002). Who trusts others. Journal of Public Economics, 85(2), 

207–234. 
Algan, Y., & Cahuc, P. (2014). Trust, growth, and well-being. Handbook of Economic Growth, 2, 

49–120. 
Armstrong, M. (2020). Armstrong’s handbook of human resource management practice (15th 

ed.). Kogan Page. 
Arrow, K. (1972). Gifts and exchanges. Philosophy and Public Affairs, 1(4), 343–362. 
Azeem, S. M. (2010). Job satisfaction and organizational commitment. International Journal of 

Business and Management, 5(12), 159–167. 
Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of Management, 

17(1), 99–120. 
Berggren, N., & Jordahl, H. (2006). Free markets and trust. Public Choice, 128(1–2), 99–127. 
Bjørnskov, C. (2007). Determinants of general trust. Public Choice, 130(1–2), 1–21. 
Creswell, J. W. (2014). Research design. Sage. 
Cropanzano, R., & Mitchell, M. S. (2005). Social exchange theory. Journal of Management, 

31(6), 874–900. 
Delhey, J., & Newton, K. (2005). Predicting cross national levels of trust. European Sociological 

Review, 21(4), 311–327. 
Dessler, G. (2020). Human resource management (16th ed.). Pearson. 
Dincer, O. C., & Uslaner, E. M. (2010). Trust and growth. Public Choice, 142(1–2), 59–67. 
Fukuyama, F. (1995). Trust. Free Press. 
Glaeser, E. L., et al. (2000). Measuring trust. Quarterly Journal of Economics, 115(3), 811–846. 
Greenhaus, J. H., & Allen, T. D. (2011). Work family balance. Journal of Management, 37(1), 

10–37. 
Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2017). A primer on PLS SEM (2nd ed.). 

Sage. 
Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt, M. (2021). PLS SEM (3rd ed.). Sage. 
Helliwell, J. F., & Putnam, R. D. (2007). Education and social capital. Eastern Economic Journal, 

33(1), 1–19. 
Henseler, J., Ringle, C. M., & Sarstedt, M. (2015). Discriminant validity. Journal of the Academy 

of Marketing Science, 43(1), 115–135. 
Hofstede, G. (2001). Culture’s consequences. Sage. 
Human Resource Management Journal. (2024). Work life balance. HRM Journal, 34(2), 210–

225. 
International Journal of HRM. (2025). Job satisfaction. IJHRM, 36(1), 55–72. 
Journal of Business Research. (2024). Organizational behavior. Journal of Business Research, 

168, 120–135. 
Judge, T. A., Thoresen, C. J., Bono, J. E., & Patton, G. K. (2001). Job satisfaction and 

performance. Psychological Bulletin, 127(3), 376–407. 



Research Journal of Management and Economics Archives  
(RJMEA)  

Volume 03 Number 01 
January – December, 2025 

 

Khan 16 ISSN: Print: 3106-6852     Online: 3106-6860  
 

Kalliath, T., & Brough, P. (2008). Work life balance. Journal of Management and Organization, 
14(3), 323–327. 

Knack, S., & Keefer, P. (1997). Does social capital matter. Quarterly Journal of Economics, 
112(4), 1251–1288. 

La Porta, R., et al. (1997). Trust in organizations. American Economic Review, 87(2), 333–338. 
Leigh, A. (2006). Trust and inequality. Economic Record, 82(258), 268–280. 
Locke, E. A. (1976). Job satisfaction. Handbook of Industrial and Organizational Psychology, 

1297–1349. 
Management Science. (2025). Employee performance. Management Science, 71(3), 455–470. 
Noe, R. A. (2020). Employee training and development (8th ed.). McGraw Hill. 
OECD. (2021). Income inequality update. OECD Publishing. 
OECD. (2023). Employment outlook. OECD Publishing. 
Putnam, R. D. (2000). Bowling alone. Simon and Schuster. 
Rothstein, B., & Uslaner, E. (2005). All for all. World Politics, 58(1), 41–72. 
Sarstedt, M., Ringle, C. M., & Hair, J. F. (2021). PLS SEM applications. Handbook of Market 

Research, 587–632. 
Schein, E. H. (2010). Organizational culture and leadership (4th ed.). Jossey Bass. 
Sekaran, U., & Bougie, R. (2016). Research methods for business (7th ed.). Wiley. 
Stiglitz, J. E. (2012). The price of inequality. Norton. 
UNESCO. (2022). Skills development report. UNESCO. 
Urbach, N., & Ahlemann, F. (2010). Structural equation modeling. Journal of Information 

Technology Theory and Application, 11(2), 5–40. 
Uslaner, E. M. (2002). The moral foundations of trust. Cambridge University Press. 
Wilkinson, R., & Pickett, K. (2009). The spirit level. Allen Lane. 
World Bank. (2022). Governance indicators. 
Zak, P. J., & Knack, S. (2001). Trust and growth. Economic Journal, 111(470), 295–321. 


