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ARTICLE INFO ABSTRACT

JEL classification: In the last decade authors have increasingly examined the role of two cultural traits — trust and
E55 individualism — on a variety of economic outcomes ranging from gendered attitudes to entre-
131

preneurship, human capital accumulation, and economic development. While both have positive

81; effects, recent literature suggests that the effects of trust are often conditional on other variables,

and this aspect has been neglected in the literature. Indeed, a recent paper found that with respect
I;zr:ords. to gendered attitudes, there are important interactions between the traits of trust and individu-
Income inequality alism. Building on this foundation we explore how views of trust and individualism interact to
Individualism affect attitudes about income inequality. Our results show that while views regarding social trust

generally positively affect the desire for income equality, this effect is strengthened in the pres-
ence of high individualism. Alternatively stated, distrust in highly individualistic environments
leads to a greater desire for income differences (inequality). Our result highlights the important
role played by market-based price and profit incentives in fostering economic activity and ex-
change in larger, impersonal extended orders where interpersonal trust and reputational effects
are generally absent (in contrast to personal, small group exchange). Our results are robust to a
variety of techniques to establish identification and account for sample selection and omitted
variable bias.

1. Introduction

Authors since the time of Adam Smith (1763/1978) have recognized the important role played by interpersonal trust in economic
exchange and development. As Bjgrnskov (2018) outlines, there are both direct and indirect channels through which trust directly
contributes to economic development. Historically, as humans began to form larger and more complex societies, with specialization
and exchange occurring in larger impersonal marketplaces, it was no longer possible to rely upon tribal or personal relationships as the
basis for ensuring and enforcing the agreed upon terms of exchange. Following Knack and Keefer (1997) transactions involving a time
dimension or those in which monitoring is difficult, for example, are the most susceptible to trust issues and opportunistic behavior.
This led to the evolution of formal and informal institutions that could help to alleviate trust problems in exchange in this ‘extended
order’ (Bjgrnskov, 2018; Williamson, 2000; Fukuyama 1995; North, 1990; Hayek, 1989). By reducing transactions costs, trust itself, or
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these substitute institutions, facilitate economic development and human progress (Bjgrnskov, 2018; Cline and Williamson, 2016).

One of the institutions that can help to alleviate these trust issues in impersonal exchange, stressed by Adam Smith himself
regarding the ‘invisible hand principle’, is the differing personal rewards (i.e., income) individuals earn in markets based on the degree
to which they satisfy their trading partners. When the personal reward is higher from satisfying your trading partner, it helps to align
the personal self-interest of individuals in exchange. Thus, income differences based on market performance can be a substitute for
trust in ensuring performance in interpersonal exchange.

While socialism and collectivist production/consumption arrangements may work sufficiently well in small tribal groups, they are
unable to work as well in larger societies because these systems do not contain the incentive-based rewards that help overcome trust
problems that exist in impersonal exchange. Thus, income inequality based on performance in trade relationships is a key factor that
ensures (or at least strongly incentivizes) the performance of market participants in exchange, and the role it plays is strongest in
impersonal marketplaces in which there are lower levels of interpersonal trust. More simply put, in the absence of trust one needs to be
able to provide higher compensation for better performance to incentivize it.

There are large differences in the degree of social trust across countries, and these differences are rooted in many social, cultural,
economic, historical, and demographic factors. We hypothesize that the desire for greater market-based income differences (i.e.,
greater income inequality) should be stronger in societies with lower levels of trust. In contrast, in high-trust societies the importance
of differing market-based performance rewards should not be as strong, leading to a higher preference for income equality. Previous
literature has found that differing levels of trust, for example, are a determinant of preferences for redistribution and the size of the
welfare state (Bjgrnskov and Svendsen, 2013).

While many prior studies have attempted to examine how the actual degree of income inequality affects levels of social trust, the
literature has yet to examine how actual individual preferences for their desired level of income inequality in society are related to
measures of social trust.” Thus, a critical dimension on which our research differs from prior work is that we examine individual’s self-
reported desires and preferences for their ideal levels of income inequality rather the degree of actual inequality that exists. In doing so
we turn the causal direction of the question around, and rather than asking how the current levels of existing inequality in a society
affect attitudes toward trust, we ask how individual perceptions of social trust affect their preferences for the ideal (not actual) level of
income inequality.

While the effects of social trust on many measures of economic development have been examined empirically, Bjgrnskov (2019,
2021) argues that the effects of trust are often conditional on other factors. Bjgrnskov (2019, 2021) further argues that this condi-
tionality in trust’s effect on other variables has been mostly neglected in prior literature and needs further examination. One recent
study that does examine this conditionality is Dutta et al. (2022), who examine the impact of trust on gendered attitudes. Dutta et al.
(2022) find that the relationship between trust and gendered attitudes is heavily influenced by the degree of a second cultural
trait—individualism. Building upon that paper, our current analysis also considers how individualism affects the relationship between
trust and the desired level of income inequality.

In the literature, measures of the cultural prevalence of individualism (versus collectivism) have also been linked to improved
economic development outcomes and governance, and specifically to transactional trust related issues (Davis and Williamson, 2019;
Nikolaev and Salahodjaev, 2017; Nikolaev and Salahodjaev, 2016, 2017; Gorodnichenko and Roland, 2017; Kyriacou, 2016; Davis and
Williamson, 2016; Licht et al., 2007; Inglehart and Oyserman, 2004). Cline and Williamson (2016), for example, specifically examine
how individualism affects measures of contract enforcement, which directly relates to our hypothesis involving trust in exchange.
Similarly, Lu et al. (2021) find individualism alleviates mistrust in financial institutions and reduces reliance on informal networks, as
individualistic societies lead to greater outgroup interactions with strangers that help to develop trust. Thus, we think it highly likely
that individualism plays an interactive role in the relationship between trust and desired income inequality.

The concept of individualism relates to self-determination, personal freedom and the awarding of social status and higher incomes
to individuals with greater accomplishments such as entrepreneurial discovery and innovation (Cline and Williamson, 2016). In
contrast, the opposite trait on the continuum—collectivism—focuses on social conformity rather than individual achievement. We
hypothesize that the relationship between trust and desired equality/inequality should be stronger in individualistic societies than in
societies that are more collectivistic.®

We thus provide a contribution to the literature that tries to explain the factors that affect individual preferences for the equality/
inequality of income within society (Alesina et al., 2012; Alesina and Giuliano, 2010; Alesina 2004; Alesina and Glaeser, 2004; Persson
and Tabellini, 2002). While that prior literature examines the role of views and opinions about how wealth is accumulated and whether
individuals are deserving of such wealth, we are the first to examine how trust and individualism shape these views."

Our results suggest that indeed, less trusting individuals (and societies) generally desire higher degrees of income inequality. This

1 There is a large literature on incentive compatibility in contractual relationships that addresses this in more detail.

2 For examples see Bjgrnskov (2008, 2007), Delhey and Newton (2005), Alesina and La Ferrara (2002), Uslaner (2002), Bergh and Bjgrnskov
(2011), Jordahl (2008), Nannestad (2008), and Bjgrnskov and Svendsen (2013).

3 As with measures of trust, prior literature has examined the relationship with individualism and actual income inequality (see Nikolaev and
Salahodjaev, 2017), but has yet to examine how it relates to measures of the preference or desire for equality/inequality.

4 There is a related literature examining attitudes regarding individual preferences for income redistribution (see Nikolaev et al., 2017; Bleke-
saune, 2007; Linos and West, 2003; Bobo, 1991; Hasenfeld and Rafferty, 1989; Kluegel and Smith, 1986); as well as a literature that examines the
repercussions of attitudes toward income inequality on other economic, social, and policy variables (see Bénabou and Tirole, 2006; Aalberg, 2003;
Hochschild, 2001).
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relationship is also influenced by cultural beliefs regarding individualism (versus collectivism). Specifically, the strength of the
relationship is heightened in individualistic cultures. Thus, in highly individualistic cultures, with the lowest levels of social trust,
individuals have the highest preferences for income inequalities to exist among members of society. This clearly supports Adam
Smith’s conjecture that income differentials in market-based economies are indeed an important institution that substitutes for trust in
helping to foster economic exchange and development.

In Section 2 we provide more details on our theoretical motivation and main hypotheses. In Section 3 we describe our data, while in
Section 4 we explain our empirical methodology. Benchmark results are presented in Section 5, and in Section 6 we demonstrate the
robustness of our results. Finally, Section 7 concludes.

2. Theoretical motivation

We begin by stating our empirical hypotheses based on the theory underling these variables and their possible interrelationship.
First, we know that trust is a key element in ensuring performance in economic exchange (Leeson, 2008; Williamson, 2009). Repu-
tational trust (which is sometimes earned over repeated dealings) helps to lower transactions and enforcement costs. In contrast,
low-trust environments may suffer from opportunism, and high enforcement and transactions costs that stand in the way of exchange.

When it is easy to monitor the other party to an exchange, opportunism and shirking are less likely to occur. When monitoring of
effort or input is not possible, however, it becomes important to ensure that contracts and payments are structured in ways to ensure
that each party has the proper incentives (i.e., ‘compatible’ incentives) based on measurable outcomes—and that the rewards are
different enough to matter. Because effort is costly, a small difference in reward for high versus low effort (or performance) is often not
enough. The difference in the reward for effort must be large enough to offset the cost of proving it. Thus, one needs larger differentials
in rewards to incentivize performance, and to create incentive-compatibility, when monitoring is costly or difficult. Commission-based
income rewards for salespeople, for example, are a means of ensuring performance without the ability to monitor daily employee
effort. But in general, monitoring of inputs or effort is more costly or difficult in impersonal market exchange compared with the tribal
and personal exchange among small groups of individuals from which it historically evolved.

The market system itself is a means of providing profit/income-rewards based on satisfaction of the desires of the other party to the
exchange, and market prices evolve in ways to ensure that these differential rewards are enough to encourage effort and performance.
Collectivistic (socialist/communist) systems that try to provide equal rewards based upon need, while expecting the maximum per-
formance individuals, may be possible when monitoring of effort or enforcement are easy in small groups, but quickly result in inferior
outcomes in larger groups or cases where monitoring or information are less visible. Thus, these types of communal arrangements may
work well within a household for example but fail miserably when applied to a large society with an extended order of impersonal
exchange. In large market-based economies therefore, as Adam Smith noted in his ‘invisible hand principle’, individual self-interest is
aligned by the differential market rewards embodied in market prices and profits (or losses). Thus, income inequality, driven by
differential market-performance-based rewards, plays a key role in ensuring performance in the lower-trust nature of impersonal
exchange.

The main theoretical point is thus that reliance on a system of substantially different market rewards (i.e., greater income
inequality) can be a substitute for trust or monitoring in ensuring performance in economic exchange. Thus, we hypothesize that there
should be a negative relationship between the level of trust and the desire for higher income inequality. Specifically, in low trust
environments there will be a desire for incomes to differentiate more clearly high versus low performance. In contrast, in high trust
environments, there may be a desire for more equality (lower inequality) as performance can be assured by substitute means (e.g.,
reputation or personal knowledge).

The other cultural trait we examine, individualism, is often discussed in contrast to its opposite, collectivism. While collectivism
focuses on how the individual is part of a larger interdependent social system, individualism is the idea that each person is an in-
dependent entity with purpose and meaningful ends. Cline and Williamson (2017) argue that people in more individualistic societies
are more likely to engage in market production and exchange, and favor a less regulated commercial marketplace.

We believe that individualism may create important interactive effects on the trust-inequality relationship. When one hypothesizes
which types of preferences would lead to the greatest desire for the more unequal rewards market incomes provide based on per-
formance, it would be precisely those who are highly individualistic in low trust environments. Thus, we hypothesize a negative
coefficient the interaction term of individualism and trust. This would result in the low trust/high individualism outcome to be the
most in favor of more inequality while the high trust/low individualism (e.g., high trust/high collectivism) outcome to be the least in
favor of greater market-based income inequality.

3. Data

In this section we describe and explain our data, sources, and summary statistics for our benchmark sample.
3.1. Data sources

Our two main data sources are the World Value Survey (WVS) and World Development Indicators (WDI) databases. Starting in
1981, the WVS data has been collected in six waves of individual-level surveys. Although initial waves started with fewer countries,

recent waves have covered almost 100 countries where respondents are asked questions about their beliefs, values, and opinions about
social, economic, and political issues. Because each wave does not have the same number of countries, the sample is unbalanced. The
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WVS also includes information about the demographic characteristics of the survey respondent (sex, age, education, etc.) and their
self-reported economic characteristics (income, social class, etc.). For our study, we employ data from all six waves comprising the
years 1981-1984, 1989-1993, 1994-1998, 1999-2004, 2005-2009, and 2010-2014.

3.2. Dependent variable

Our main dependent variable comes from the specific question on the survey (WVS) asking respondents their view regarding their
personally desired level of income inequality. The individual answers the question on a scale of 1-10, with 10 corresponding to the
view that “We need larger income differences” to 1 corresponding to the view that “Incomes should be more equal”, with explicit
instructions that if their view falls somewhere in between they can choose any number between. The mean value in the sample is 5.7
and the median is 6. There is substantial variance across countries with Bangladesh, Algeria, El Salvador, Peru, Poland, Jordan, and
Zimbabwe having median values of 8 suggesting that most people in these countries want greater income differences. Countries like
Germany, Israel, Switzerland, Estonia, and Hungary have median scores of 4 or less implying attitudes favoring a more equal income
distribution.

3.3. Main independent variables

Our two main independent variables of interest are measures of trust and individualism. Following an extensive set of studies
(Dutta et al., 2022; Mikucka et al., 2017; Bjgrnskov and Méon, 2015; Johnson and Mislin, 2012; Tabellini 2008, 2010; Uslaner, 2003),
our trust measure is constructed based on the WVS question ‘generally speaking, would you say that most people can be trusted or that you
can’t be too careful in dealing with people?’ The dummy takes the value 1 if individuals respond most people can be trusted; and O otherwise.
Our sample average is about 26%. The median for our sample is zero indicating that at least 50% of individuals do not in general trust
others. Examples of countries with very high mean trust levels (above 50%) are Sweden, Netherlands, China, Saudi Arabia, Norway,
and Finland. Countries like Brazil, Lebanon, Peru, Malaysia, Philippines, Zimbabwe, and Uganda have very low mean trust levels of
less than 10%.

The other main independent variable is a measure of individualism. We employ Hofstede’s (1980, 2001) commonly used measure
of individualism as applied to WVS individual level data (Gorodnichenko and Roland, 2017; Cline and Williamson, 2016; Davis and
Williamson, 2016; Davis and Williamson, 2019; Dutta et al., 2022; and Beugelsdijk et al., 2015). Principle component analysis using
four questions from the WVS are used to construct the individualism index.” The index is standardized, and higher values denote
greater individualism. For our sample, the index varies from —1.86 to 2.29 with a mean of 0 and standard deviation of 1. Albania,
Australia, Belarus, Bosnia, Canada, Finland, Germany, Moldova, Slovenia, Spain, United Stated and Uruguay are examples of some
countries with above average levels of individualism. Some countries with low levels of individualism are Brazil, Argentina, China,
Colombia, Jordan, Pakistan, Mexico, and Zimbabwe.

3.4. Other control variables

We control for a vast array of individual level variables following existing literature. First, because a survey respondent’s answer to
whether they desire more or less inequality in their country may depend on the actual level of inequality, we include the GINI index
from WDI as an independent variable.’ Our other benchmark controls include measures of age, employment status, self-reported
income level, and educational attainment.

Our justification for our age variable stems from Langsather and Evans (2020) and Steele (2015) who identify it as a factor affecting
attitudes about redistribution and income inequality. Based upon their results we expect age to have a negative effect on preferences
for greater income inequality. Employment status (a dummy variable for whether an individual is employed and zero otherwise) and
educational attainment follow Kaltenthaler et al. (2008) and Gabel (1998). Generally, individuals who are employed and those with a
higher education tend to be more supportive of market-based institutions that allow them to maximize their earning potential, and thus
favor greater income inequality. Following Seguino (2011), our educational variable is constructed as an ordered dummy ranging from
0 to 8; with the endpoints of 0 indicating to no formal education and 8 representing a completed university education.” We also include

5 We follow the papers cited in the text and employ the questions of whether private ownership of business and industry should be increased
(versus government), one of my main goals in life has been to make my parents proud, abortion is never justifiable, and homosexuality is never
justifiable.

6 Because the GINI variable is the same for all individuals within each given country, our benchmark specifications cannot also include country
fixed effects. Our benchmark specifications, however, do include time (i.e., WVS ‘wave’) fixed effects. We demonstrate the robustness of our key
results to alternative specifications later in the paper.

7 Where 0 indicates no formal education, 1 indicates an incomplete primary education, 2 indicates a completed primary education, 2 indicates an
incomplete secondary education (vocational/technical), 4 indicates a completed secondary education (vocational/technical), 5 indicates an
incomplete secondary (university/college preparatory) education, 6 indicates a completed secondary (university/college preparatory) education, 7
indicates an incomplete university education, and 8 represents a completed university education.
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dummy variables for self-reported income status in the upper or middle class, and as an alternative we consider self-reported income
decile.® Following Guillaud (2013) we control for employment status and whether or not an individual is an unskilled worker (‘un-
skilled manual’ in the WVS database) as part of our benchmark controls.

To ensure robustness, we also run our benchmark specifications without controlling for these other independent variables, and also
using only subsets of these variables. This is especially important given some of these variables (such as an individual’s place in the
income distribution) are self-reported, and subject to error (‘self-reporting bias’). Cruces et al. (2013) and Karadja et al. (2017), for
example, find that people often have systematic misperceptions about their place in the income distribution. While this may not be a
large problem for our purpose of using these measures as control variables, we do want to make sure that our results are robust to
alternate specifications that exclude potentially problematic self-reported income variables.

4. Empirical methodology and specifications

The first part of our empirical analysis aims at testing whether higher levels of trust affect attitudes about income inequality. To
answer this question, we estimate the following specification:

Inc Ing. Att.ji = f, +p,Trusty + Controls;, + 6, + €5 (€8]

where Inc Inq. Att.j; is the dependent variable assessing attitudes towards income inequality for individual j in country i at time (wave)
t, Trust; is the dummy for trust, as described above, for individual j in country i at time (wave) t. The matrix of control variables is
indicated by Controlsj; (each of which has its own p coefficient), and 6, represents the time (wave) fixed effects.

P, is our variable of interest for specification (1). We remind readers that higher values of the dependent variable imply a desire for
greater income inequality, while lower values of the dependent variable imply a desire for greater income equality (or, equivalently, less
inequality). Thus, our hypothesis predicts a negative value of , which means that lower trust is associated with a desire for more
income inequality, while higher trust for an individual is associated with a desire for more income equality (i.e., less income
inequality). Again, this is based on the idea that market income differentials based on prices and profits create incentives that sub-
stitute for trust to ensure performance in exchange.

The second part of our empirical analysis investigates whether this relationship between trust and preferences for income
inequality are dependent on the level of individualism. We include both a direct effect of individualism as well as an indirect,
interaction effect through trust. We test the following empirical specification:

Inc Inq. Att.; = B, +p,Trust;, +4;Ind;;, +p,(Trust * Ind), + Controls; + 6, + & 2)

it

Indj, is the measure of individualism previously discussed taken from the prior literature. Our coefficients of interest are now g, and
P.. We expect the direct effect of trust, f,, to remain negative as described above. Our hypothesis would suggest that the coefficient on
the interaction term, f3,, should be negative. Note that with the presence of an interaction term, the general interpretation of the impact
of the underlying variables, and their statistical significance, are no longer straightforward as they depend both on the underlying
values of the variables and the coefficients on both the main and interaction terms. This combined effect could have a different sign and
level of significance than either of the variables individually, and both may also depend on the level of the underlying conditioning
variable (Hainmueller et al., 2019; Berry et al., 2012; Brambor et al., 2006; Braumoeller, 2004). The proper interpretation requires

computing a partial derivative at different values of the underlying conditioning variable.

The partial derivative showing the marginal impact of trust on the attitude toward income inequality is given by % = fy+
st

dInc.Ing. Att.jit

B4 * Indji. This partial derivative, st

, will be > = or < 0 depending on the sign and magnitude of j,, 5, as well as the un-

dlnc.Ing. Att.jic

derlying value of the constructed individualism variable. We provide estimates of —"—" at the minimum and the maximum values
i

of individualism in our regression results tables to illustrate the range of this partial derivative, and we also show it graphically for the

entire range of underlying values in a separate figure. The idea is to see how —
Tustjic

changes in sign and significance as individualism

changes from its lowest to highest value. Recall that our hypothesis is that more individualistic societies strengthen the negative effect
of the trust variable. Thus, the partial derivative should be a larger negative value at the maximum than the minimum value of
individualism.

4.1. Benchmark results

In Table 1, we present our first set of benchmark results based on individual level data. To test specification (1), we start with
including Trust as our only variable of interest testing the bivariate relationship in column (1) and add controls in the subsequent
columns. In column (2), we add GINI. Since GINI is an important control which shapes perceptions about income inequality, we check
our results only including that variable. In column (3), we add the other controls — belonging to middle or upper class, if an individual is

8 The upper-class dummy is coded one for individuals self-reporting they are in the upper class, the middle-class dummy is coded one for in-
dividuals self-reporting they are in the upper-middle or lower-middle class, and the lower class is the omitted group dummy. The alternative self-
reported income decile variable ranges from the lowest to top decile, thus 1 to 10.
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in an unskilled profession or not, age, and employment status. We use an alternate measure of status and profession in column (5) by
incorporating self-reported income decile measure. While self-reported measures can be problematic since they affect how people
perceive about income inequality, we try to establish robustness by checking our results with alternate measures of income, class, and
profession. We also check our results by excluding these variables in column (4).

We find that the coefficient on trust is negative and significant in all specifications as expected suggesting that lower trust
strengthens attitudes in favor of greater income inequality (and thus greater trust strengthens attitudes towards income equality). In
terms of controls, the coefficient of GINI is positive and significant suggesting that higher actual income inequality strengthens
preferences for income inequality. We also find, as expected based on prior literature, that individuals with higher education, higher
income, those who are employed, and those who are younger tend to favor greater income inequality.

In Table 2, we present the results of specification (2) which adds the interaction term with the individualism measure. The format of
Table 2 follows that of Table 1 otherwise. In column (1) of Table 2, we include only our variables of interest — trust, individualism, and
the interaction term. We find the coefficient of trust remains negative and significant. The interaction term between the two is negative
and significant as expected implying that individualism does indeed strengthen the negative impact of trust. Again, this implies that in
more individualistic societies, the degree to which higher trust leads to a stronger preference for income equality (or conversely, the
degree to which lower trust leads to a stronger preference for income inequality) is strengthened. However, as stated above, in the
presence of interaction terms, we need to estimate marginal effects for the entire range of the conditioning variable, individualism in
our case, to make any meaningful conclusions. We present the marginal effects in the lower rows of the table as well.

c.Inq. Att.ji

. . . a1 . T . ..
The marginal effects estimates shown in Table 2, &% TTrust, > are estimated at two extreme values of individualism — the minimum,
i

and the maximum value of individualism. We also present these marginal effects graphically for a wider range of values in Fig. 1A and
B based upon the specifications shown in columns (1) and (3) of Table (2), respectively, along with the associated confidence intervals.

Based on the marginal estimates, we find exactly what we expected. The negative effect of trust is significantly stronger at the
maximum values of individualism than for the minimum values of individualism (i.e., the highest levels of collectivism). This is clear in
the table rows and in the figure where the effect becomes increasingly negative as the value of individualism rises.

5. Robustness analysis

Our first set of robustness results consist of checking our benchmark findings with alternate measures of trust and individualism in
Section 5.1. In subsequent sub-sections, we explain the alternate ways we try to establish identification. Our key results remain robust
to these additional checks of robustness.

5.1. Alternate measures of individualism

As an alternate measure of trust, we consider the variable respect constructed based on the question - Important child qualities:
tolerance and respect for other people from the WVS database. The variable is coded 1 if the responses state respect and tolerance are
important child qualities, O otherwise. Respect for other individuals is a cultural trait similar to individualism. We run our benchmark
specification interacting respect with individualism instead of trust. The results are presented in Table 3, column (1), and the results
are consistent with our benchmark models. Trust has a negative effect, and this grows larger at higher levels of respect for other people.

In columns (2) and (3), we consider alternate measures of individualism. Our main results employ the most commonly used
measure of individualism as applied to WVS individual level data, which is constructed using principle-components analysis based
upon four WVS questions (Gorodnichenko and Roland, 2017; Cline and Williamson, 2016; Davis and Williamson, 2016; Davis and
Williamson, 2019; Dutta et al., 2022; and Beugelsdijk et al., 2015). However, we wish to consider whether our results are robust to
alternative ways to construct this index. First, as an alternate measure of individualism, we drop the ‘parent proud’ variable and
construct the measure with the remaining three components included in the benchmark measure. We call this measure Individualism 1.°
To further check robustness of our findings towards sensitivity of considered measures, we construct yet another measure of indi-
vidualism — Individualism 2 — based on Dutta et al. (2022) and Stelle and Lynch (2013). This alternative measure uses the original four
questions plus several additional questions often used to measure of individualism’s opposite—collectivism—on which we reverse the
scale to match the individualism measure. Collectivistic cultures are opposite of individualistic cultures emphasizing traditions and
norms, and collective decision making. The variables considered from WVS in the prior collectivism measures regard pride about one’s
nation, responsibility of government versus individual responsibility, and the benefit of competition or lack of it.'’ The results using
these alternative measures of individualism also support our benchmark findings. We are thus confident that our results are robust to
alternative measures of individualism.

® We also tried omitting each of the other variables one at a time, and our results are robust to each of these.

19 prior papers cited in the text include the variable we employ as our dependent variable (attitudes regarding income inequality) in the principle-
components collectivism measure. Because it is our dependent variable, we exclude it and only employ the other three variables in addition to our
original four. The specific additional questions we include regard ‘how proud of nationality’ (for collectivism the dummy is ‘agree’ and ‘strongly
agree’, so we employ a dummy is for ‘disagree’ and ‘strongly disagree’), ‘competition good versus harmful’ (rescaled so that higher numbers
indicating competition is good), ‘people should take more responsibility to provide for themselves’ versus ‘the government should take more re-
sponsibility ensure that everyone is provided for’ (rescaled so that higher numbers denote the individual should take more responsibility).
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Table 1

Views about Income Inequality and Trust. The dependent variable is a measure of an individual’s preference for higher income inequality ranging
from 1 to 10 with higher numbers indicating individuals agreeing with the presence of higher levels of income inequality. Trust is a dummy variable
with a value of 1 denoting an individual responded ‘most people can be trusted’, 0 otherwise. The control variables include GINI, educational
attainment, income levels, age, and employment status. OLS estimation with fixed effects as indicated in the table. Robust standard errors in pa-
rentheses ***p < 0.01, **p < 0.05, *p < 0.1.

@ (2) 3 “@ 5)
Trust —0.195%** —0.174%** —0.175%** —0.201%** —0.238*
(0.0120) (0.0143) —0.0207 (0.014) (0.015)
Edu. Attainment - - 0.073%%* 0.0719%** 0.039%**
(0.004) (0.002) (0.003)
Income (Middle) - - 0.395%** - -
(0.021)
Income (High) - - 0.732%** - -
(0.030)
Unskilled - - —0.146%** - -
(0.023)
Income (decile) - - - - 0.129%**
(0.003)
Age - - —0.008 —0.008%**
(0.001) (0.0004) (0.0004)
Employed - - 0.130%** 0.148%** 0.073%**
(0.022) (0.013) (0.014)
GINI - 0.005%** 0.003*** 0.007*** 0.008%**
(0.0001) (0.001) (0.0001) (0.001)
Constant 5.498%** 5.155%** 4.466%** 5.026%** 4.561%**
(0.010) (0.029) (0.078) (0.042) (0.044)
Observations 300,914 222,079 100,603 207,298 192,592
R-squared 0.007 0.01 0.024 0.017 0.026
Time (wave) F.E. Yes Yes Yes Yes Yes

5.2. Identification

Similar to other studies involving panel data across countries over time, we face endogeneity concerns with respect to our main
variables of interest. As attitudes about income inequality change, individuals’ cultural traits like trust and individualism could be
affected. Stronger attitudes towards income inequality could make people less trusting of each other and be more individualistic. Thus,
both our variables — trust and individualism — could suffer from endogeneity arising from reverse causality. Additionally, while we
have an array of control variables, trust and individualism can still suffer from endogeneity due to omitted variable bias. Failing to
control for variables that can affect attitudes about income inequality will bias our main estimates. Finally, our results could suffer
from sample selection bias arising out of income inequality attitudes, trust and individualism being determined simultaneously. Below
we describe how identification is established to handle endogeneity arising out of these different reasons - reverse causality, omitted
variable bias, and sample selection or simultaneity bias.

5.2.1. Identification - omitted variable bias

Although we control with an array of variables as part of benchmark controls, we check our results with additional controls to make
sure our results are not subject to omitted variable bias. We present these results in Table 4. In column (1), along with our benchmark
controls we include gender and marital status. Specifically, we include separate dummies indicating if an individual is female, and if an
individual is married or lives together with his or her partner. Both gender and marital status could affect attitudes about income
inequality. Prior literature has also found that individual views about the fairness of the income distribution, as measured by two
specific WVS questions may be correlated with attitudes towards redistribution (Luttens and Valfort, 2012; Corneo and Griiner, 2002).
These are individual views on the questions of whether ‘hard work brings success in life’ (a continuous variable with 1 indicating
responses — hard work does not usually bring success and 10 indicating it does) and whether ‘work is important in life’ (a dummy
taking the value 1 for responses of work being very important and important in life). If hard work matters to individual and they associate
it with success, they are likely to believe income differences are justified and thus have more favorable attitudes toward income
inequality.'

It may also be possible that these variables measuring the perceived importance of hard work for success could also serve as
moderating or conditioning variables requiring an interaction term. One might expect that people who believe that hard work is
important for success will respond to low trust by desiring larger income differences. For people who don’t believe that hard work
matters, there is less reason to desire larger income differences. Thus, we check our results with the two measures of views about the

11 Alternative specifications we originally included but dropped for space considerations (and are thus available by request) included variables
assessing life satisfaction (Oishi et al., 2011; Blanchflower and Oswald, 2003), and variables reflecting different religious affiliations. The results
remained robust.
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Table 2

Views about Income Inequality, Trust, and Individualism The dependent variable is a measure of an individual’s preference for higher income
inequality ranging from 1 to 10 with higher numbers indicating individuals agreeing with the presence of higher levels of income inequality. Trust is a
dummy variable with a value of 1 denoting an individual responded ‘most people can be trusted’, O otherwise. Individualism is a constructed measure
using principle-components analysis based on prior literature. Trust* Individualism is the interaction term. The control variables include GINI,
educational attainment, income levels, age, and employment status. OLS estimation with fixed effects as indicated in the table. Robust standard errors
in parentheses ***p < 0.01, **p < 0.05, *p < 0.1

@D (2 3) 4 5)
Trust —0.196%** —0.165%** —0.146%** —0.166*** —0.191%**
-0.014 —-0.016 —0.024 —-0.017 —-0.017
Individualism —0.121%** —0.149%** —0.140%** —0.170%** —0.183%**
—0.007 —0.009 —0.013 —0.009 —0.009
Trust*Individualism —0.02 —0.031** —0.078%** —0.039** —0.046%**
-0.013 (0.015) (0.021) (0.015) (0.016)
Edu. Attainment - - 0.066*** 0.065%** 0.036***
(0.005) (0.003) (0.003)
Income (Middle) - - 0.314%** - -
(0.025)
Income (High) - - 0.619%** - -
(0.034)
Unskilled - - —0.173%** - -
(0.026)
Income (decile) - — - - 0.119%**
(0.003)
Age - - —0.004*** —0.008%** —0.007***
(0.001) (0.0004) (0.0004)
Employed - - 0.102%** 0.142%** 0.074%**
(0.025) (0.015) (0.015)
GINI - 0.005%*** 0.0001 0.004*** 0.005%***
(0.001) (0.001) (0.001) (0.001)
Constant 5.559%** 5.241%** 4.732%%* 5.246%** 4.819%**
(0.011) (0.034) (0.088) (0.047) (0.050)
Observations 221,271 162,105 74,518 156,105 146,778
R-squared 0.010 0.016 0.023 0.022 0.029
Time (wave) F.E. Yes Yes Yes Yes Yes

odlnc.Inqg. Att i

dTrustji
Min. Ind. —0.157* —0.001 (0.051) —0.09 (0.037)
Max. Ind. —0.240%* —0.314%** (0.047) —0.250*** (0.034)

fairness of the income distribution both as controls and as moderating variables. We present results with work important as a control
and moderating variables in columns (2) and (3) of Table 4 respectively. The ones with work success are present in columns (4) and (5).

In column (1), which adds gender and marital status, we find our conclusions remain unchanged. Greater individualism enhances
the impact of trust in strengthening the views about income equality. Our benchmark conclusions with regard to trust and its inter-
action with individualism are also supported in the specifications adding the views toward work in columns (2) and (4). While we find
work important is positive and significant in column (2), work success is not significant. Thus, individuals considering work to be
important prefer greater income inequality. The alternative interaction effect of trust with work important is negative but significant as
evident from column (3). The interaction effect of work success with trust is negative and significant. Thus, the work success variable
functions similarly to the individualism variable and is another dimension of this same effect we hypothesize.

5.2.2. Identification — sample selection bias

Endogeneity can also arise due to the cultural traits - trust and individualism - being co-determined This can result in sample
selection bias. To handle such bias, matching techniques have been proposed that can mitigate sample selection bias by helping create
a carefully matched control group (Dutta and Mallick, 2022; Borin and Mancini, 2016; Mallick and Yang, 2013).

For our case, ideally to test the first part of our hypothesis, we want to observe the same individual in two different scenarios —
trusting other people in general and not trusting other people. A solution to this problem is to consider matching techniques that can
help us create a counter-factual that is similar in all characteristics among treatment and control groups except the specific treatment
effect in which we are interested — in our case, the extent of trust. ‘Treatment effect’ refers to the causal effect of trust on attitudes about
income inequality. The main components of a standard matching approach are ATE (the average treatment effect in the population)
and the ATET (the average treatment effect for treated individuals). ATE gives the average effect of trust on attitudes about income
inequality across the entire population. ATET also give the effect of trusting individuals but for the treatment group.

We consider inverse probability weight (IPW) estimators that use weighted averages of the observed variable to estimate means of
the potential outcomes (Stata, 2022). In essence, IPW estimates correct for the fact that each individual is observed only in one of the
potential outcomes by using estimated probability weights to find similar individuals in the sample on all other dimensions. Each
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Po + P4 * Indjie, using corresponding coefficient estimates from column (1) and column (3) of Table 2, illustrated for the entire range of values for the
individualism values donated on the x-axis. Dots illustrate the point estimate for the effect, and the 95 percent confidence intervals for each point
calculated with the Benjamini and Hochberg (1995) adjustment are shown by the high-low markers. If this confidence interval lies entirely below
the value of zero on the “Partial Derivative” axis, then the estimated marginal effect at that level of individualism is negative and significant, while it
is insignificant if the interval includes the value of zero.

Fig. 1. Graphical Representation of Partial Derivatives. Note: The graphics illustrate the partial derivative, or marginal effects, given by

weight is the inverse of the estimated probability that an individual receives a treatment level. Weights closer to one are received by
outcomes of individuals who receive a likely treatment. For outcomes of individuals who receive an unlikely treatment are assigned
weights much larger than one. The advantage of using IPW estimators is that they model the probability of treatment without any
assumptions about the functional form for the outcome model.

IPW estimates require the dependent variable to be binary. Following prior studies, we construct a dummy based on the continuous
dependent variable used in our benchmark specifications — the measure for attitudes towards income inequality. The dummy is
assigned 1 for above average sample values, 0 otherwise. We consider the treatment group — trust dummy 1 indicating individuals who
trust people in general with the control group being the trust dummy equal to 0 implying individuals who do not trust people in general. We
present both the ATE and ATET in Table 5A. In addition to the IPW matching method, we also consider the IPWRA (Inverse Probability
Weights Regression Adjustment) method to add robustness to our results. The estimates from IPWRA employ weighted regression
coefficients to compute averages of treatment-level predicted outcomes with the weights being the estimated inverse probabilities of
treatment. The treatment effects are the contrast of the averages. The advantage of IPWRA is their double robust property. In column
(1) of Table 5A, we present the ATE and ATET based on IPW estimates. In column (2) of the table, we present the same based on IPWRA
estimates..

Based on the results, for both ATET and ATE, we find that the effect remains robust. The effect of trust on attitudes about income
inequality is higher for trusting individuals. This is same across the entire population as evident from ATE or considering only the
group of individuals who are treated, that is, who generally trust each other.

For testing the next part of our hypothesis, we want to see if this effect is contingent on individualism. Thus, we keep the trust level
same across the treated groups but vary individualism. In order to achieve this, the two treatment groups constructed are individuals
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Table 3

Views about Income Inequality, Trust, and Individualism — Alternate Measures. Same dependent and control variables as prior tables, except Respect is
a dummy variable with 1 implying ‘yes’ for individual responses to the question: Important child qualities: tolerance and respect for other people.
Respect*Individualism is the interaction of these two variables. Individualism1 is the alternate measure of individualism dropping ‘parent proud’.
Individualism2 is the other alternate measure incorporating additional components. Trust*Ind 1 is the interaction term between trust and Individu-
alism1. Trust*Ind 2 is the interaction term between trust and Individualism2. The control variables include GINI, educational attainment, income levels,

age, and employment status. OLS estimation with fixed effects as indicated in the table. Robust standard errors in parentheses ***p < 0.01, **p <
0.05, *p < 0.1

@ (2 3
Trust —0.108%** —0.250%**
(0.023) (0.025)
Respect —0.003
—0.022
Individualism —0.079%**
(0.020)
Respect*Individualism —0.117%**
(0.023)
Individualism 1 —0.239%**
(0.013)
Trust*Individualism 1 —0.034*
(0.020)
Individualism 2 —0.118%**
(0.014)
Trust*Individualism 2 —0.022
(0.023)
Edu. Attainment 0.064*** 0.078%*** 0.087%***
(0.004) (0.004) (0.005)
Income (Middle) 0.318*** 0.350%** 0.283***
(0.024) (0.024) (0.026)
Income (High) 0.625%** 0.6997%** 0.534%**
(0.033) (0.033) (0.036)
Unskilled —0.189%** —0.156%*** —0.222%**
(0.025) (0.025) (0.028)
Age —0.005%** —0.004%** —0.003%**
(0.001) (0.001) (0.001)
Employed 0.090%*** 0.104*** 0.140%**
(0.024) (0.024) (0.027)
GINI 0.0001 0.001 0.009%**
(0.001) (0.00114) (0.001)
Constant 4.707%%* 4.695%%* 4.335%%*
(0.0855) (0.0858) (0.0942)
Observations 78,166 79,567 65,156
R-squared 0.023 0.029 0.024
Time (wave) F.E. Yes Yes Yes
dlnc.Inq. Att.ji
dTrustji
Min. Ind. 0.214*** (0.049) —0.083*** (0.030) —0.230%** (0.36)
Max Ind. —0.254*** (0.055) —0.187*** (0.086) —0.297*** (0.049)

with high trust and low individualism and individuals with high trust and high individualism. Based on the constructed individualism
variable, a dummy is constructed which is assigned 1 for high individualism when values are greater than the mean of zero,
0 otherwise. In Table 5B, we present the results for both IPW and IPWRA estimates.

Based on a comparison of columns (1) and (2), as well as (3) and (4), we see that moving from low to high individualism, among
those individuals with a high level of trust, results in a much stronger negative relationship consistent with our benchmark results.

5.2.3. Identification — cross section analysis and IV estimation

To further demonstrate the robustness of our results, in this section we estimate additional specifications using cross-sectional
analysis that allows us to include more country-specific controls, and we also establish identification via Instrumental Variable (IV)
estimation by employing external instruments on our cross-sectional sample. The cross section allows us to employ external in-
struments that are country-specific and/or time-invariant in nature. We collapse the WVS data over time for each country constructing
an average value for all our main variables of interest. We add additional data from World Development Indicators (WDI) database and
Fraser Institute Database creating averages over the same period for our control variables. Similar to our benchmark specification, we
test the following specification

Inc Ing. Att.; =, +p,Trust; +4;Ind; +p,(Trust  Ind);, + Controls;+¢; 3)
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Table 4

Views about Income Inequality, Trust, and Individualism — Inclusion of Additional Controls Same dependent and control variables as prior tables,
except for the usage of additional controls for female, married, if work is important or not, and if hard work brings success or not. Some specifications
interact these work variables with Trust as alternate specifications. OLS estimation with fixed effects as indicated in the table. Robust standard errors
in parentheses ***p < 0.01, **p < 0.05, *p < 0.1

(€8] (2) 3) [©)] )
Trust —0.146%** —0.143%** —0.173%%** —0.074
(0.024) (0.024) (0.029) (0.059)
Individualism —0.135%** —0.140%** .167%* —0.066%**
(0.013) (0.013) (0.011) (0.016) (0.013)
Trust*Individualism —0.077%** —0.084%** - —0.049* -
(0.021) (0.022) (0.025)
Edu. Attainment 0.0697** 0.065%** 0.064%** 0.089
(0.005) (0.005) (0.005) (0.006) (0.006)
Income (Middle) 0.300%** 0.312%** 0.313%%* 0.3547%%* 0.355%**
(0.025) (0.025) (0.025) (0.030) (0.030)
Income (High) 0.598** 0.617%** 0.616%** 0.658%** 0.654***
(0.034) (0.034) (0.034) (0.041) (0.041)
Unskilled —0.161%** —0.176%** —0.176%** —0.229%** —0.229%**
(0.026) (0.026) (0.026) (0.032) (0.032)
Age —0.006%** —0.004*** —0.004%** —0.001 —0.001
(0.001) (0.001) (0.001) (0.001) (0.001)
Employed 0.071%** 0.087%** 0.087%** 0.205%** 0.205%**
(0.025) (0.025) (0.025) (0.031) (0.031)
GINI 0.0004 —0.0003 —0.0004 0.026%** 0.0268%***
(0.001) (0.001) (0.001) (0.001) (0.001)
Female —0.056*** - - - -
(0.021)
Married 0.161%** - - - -
(0.023)
Work Important - 0.109%** 0.130%** - -
(0.040) (0.050)
Trust*Work Important - - —0.031 - -
(0.052)
Work Success - - - —0.007 —0.0003
(0.005) (0.006)
Trust*Work Success - - - - —0.026**
(0.011)
Constant 4.704%%* 4.641%** 4.613%** 3.543%** 3.508%**
(0.0898) (0.0948) (0.0979) (0.109) (0.110)
Observations 74,518 73,915 73,915 48,021 48,021
R-squared 0.024 0.023 0.023 0.035 0.035
Time (Wave) F.E. Yes Yes Yes Yes Yes
dlnc.Ing. Att.ji;
dTrustji
Min. Ind./Work imp./Work success —0.002 (0.052) 0.013 (0.052) —0.096 (0.079) —0.081 (0.064) —0.100** (0.049)
Max. Ind./Work imp./Work success —0.311%** (0.047) —0.322%** (0.047) —0.161*** (0.024) 0.277 (0.052) —0.336*** (0.068)

Table 5A

IPW and IPWRA estimates: Views about Income Inequality and Trust Probit specifications are
considered for all the IPW and IPWRA estimates. We report both average treatment effect (ATE)
and average treatment effect on the treated (ATET). A dummy variable based on views on income
inequality is the dependent variable: 1 for above average value, 0 otherwise. The treatment group
is trust dummy being equal to 1.

@ )
IPW IPWRA
ATE —0.031%** —0.013%***
(0.002) (0.004)
ATET —0.029%** (0.002) —0.012*** (0.004)

The controls included are GINI, trade as percentage of GDP, a variable measuring the strength of laws against violence towards
women (rape), and population in the largest city as a percentage of total population. As a measure of human capital, we include
primary enrollment. Finally, we also include economic freedom as a measure of economic institutions.

For our IV specifications, we borrow instruments from recent studies exploring the role of individualism in actual levels of income
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Table 5B

IPW and IPWRA estimates: Views about Income Inequality, Trust, and Individualism Probit specifications are considered for all the IPW and IPWRA
estimates. We report both average treatment effect (ATE) and average treatment effect on the treated (ATET). A dummy variable based on views on
income inequality is the dependent variable: 1 for above average value, 0 otherwise. The treatment groups are (high trust, low individualism) and
(high trust, low individualism).

IPW IPWRA

(1) High Trust, Low Individualism (2) High Trust, High Individualism (3) High Trust, Low Individualism (4) High Trust, High Individualism

ATE  0.040% ~0.036*** 0.039%* ~0.036*+*
(0.003) (0.011) (0.005) (0.012)
ATET  0.043*** (0.005) ~0.038*** (0.002) 0.043*** (0.005) ~0.039*** (0.005)

inequality. Nikolaev et al. (2017) use the evolution adaptation theory to find credible instruments. Evolutionary adaptation theory
includes adaptive psychological feelings like disgust, as well as awareness about contagion, that shape attitudes towards out-group and
in-group members. Individuals adopt such adaptations to stay away from infectious diseases, for example (Fincher and Thornhill,
2008; Schaller and Duncan, 2007). Changes in attitudes towards out-group members resulted in development of prejudices like
xenophobia and ethnocentrism (Thornhill and Fincher, 2014). Studies like Navarrete and Fessler (2006) and Faulkner et al. (2004) find
that with rising perceptions of being exposed to infectious disease, the likelihood of displaying ethnocentric behaviors and avoiding
interactions with out-group members rises. Following, these studies, we employ historical prevalence of infectious disease, proxied
with the pathogen index by Murray and Schaller (2010), as an instrumental variable (IV) for individualism. We call this instrument
pathogen.

The other instrument we consider is a pronoun drop dummy. Studies such as Kashima and Kashima (1998) argue the significance of
the individual in society is deemphasized when the personal pronoun is dropped in the linguistic structure used. Feldmann (2019)
emphasizes that languages allowing personal pronoun drops may not only enhance beliefs that individuals are embedded in social
contexts but might also promote values of viewing the collective being more important than those of the individuals. In contrast,
languages that require the use of personal pronouns are likely to emphasize the individual along with their beliefs and achievements. A
vast number of studies have employed this instrument, we thus employ it as well (Feldmann, 2019; Kammas et al., 2017; Gor-
odnichenko and Roland, 2017; Davis and Abdurazokzoda, 2016; Klasing, 2013). In addition, we consider additional instruments from
the growth literature - Legal origin (French), tropical population, percentage of the population 100 km or less from an ice-free coast,
and longitude (see Dutta and Sobel, 2021).

In Table 6, we present the results of the OLS specifications in columns (1) and (2), and the IV estimates in columns (3) and (4). For
the IV specifications, the Hansen p values suggest that external instruments satisfy overidentification restrictions. As can be seen in the
table, the interaction term between trust and individualism is negative and significant in both IV specifications, and one of the two OLS
specifications. However, recall the true statistical significance of the marginal effect in the presence of this interaction term varies by
the underlying value of the conditioning variable. Similar to before, we present the marginal effects at various values of individualism
in the lowest rows of the table. In all four cases the pattern is identical to our benchmark result, the effect becomes increasingly
negative with higher levels of individualism. Low trust leads to a preference for higher inequality, and this grows with the degree of
individualism.

6. Conclusion

In small groups, the trust established through tribal or personal relationships can be relied upon to ensure both parties to an ex-
change perform as promised. However, this is not the case in larger and more complex societies where individuals specialize and
exchange in large impersonal marketplaces, especially because many exchanges involve one-time transactions with a time dimension
and/or cases where monitoring of effort is difficult. This had led to the evolution of various formal and informal institutions that can
help to alleviate trust problems in exchange within this ‘extended order’. One of these, highlighted by Adam Smith in his famous
invisible hand principle, is that market prices (and profit/loss) help to align the personal rewards individuals earn with how well they
satisfy the other parties in market exchange. In essence, when the rewards for satisfying your trading partners are significantly larger
than for not satisfying them, the differential reward helps to ensure performance—or in the language of microeconomic theory,
incentive-compatibility leads to higher effort. Thus, income differences—that is market-based income inequality—can be a substitute
for trust in ensuring performance in interpersonal exchange. More simply put, in the absence of trust one needs to be able to provide
higher compensation for better performance to incentivize it.

In this paper we test and confirm a hypothesis that a desire for a greater differential in market incomes is indeed associated with
environments with lower levels of interpersonal trust. Based on other literature we further hypothesized that this effect should be even
stronger in individualistic societies, which we also find. Thus, the trust-inequality substitute relationship is strengthened by high
individualism.

While prior literature has examined a large number of questions related to the actual level of income inequality, we are the first to
examine how the social and cultural traits of trust and individualism affect individual desires and preferences for income inequality.
We support our hypothesis using both individual and country-level data based on the World Values Survey and show that our results
are robust to a variety of controls and techniques to account for potential problems of reverse causality, omitted variable bias, and
sample selection bias.

12
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Table 6

Views about Income Inequality, Trust, and Individualism — Cross-Sectional OLS Estimates and IV Estimates Cross-sectional OLS specifications
incorporating additional controls and IV specifications. Instruments (external) employed in IV specifications in columns (3), (4), (5) and (6). Robust
standard errors in parentheses ***p < 0.01, **p < 0.05, *p < 0.1.

(€D 2) 3) “@
OLS OLS v v
Trust —4.317* —4.159%* —9.111%* —6.143
(2.468) (1.857) (4.567) (4.991)
Ind. Index 1.002 1.391 3.031 1.914
(1.490) (1.233) (2.166) (2.170)
Trust*Ind —8.311 —10.09%* —17.34%* —14.78**
(5.909) (4.444) (8.064) (7.504)
Laws (rape) —-0.877 —0.221 —1.519%* —0.368
(0.572) (0.665) (0.618) (0.698)
Pop. (largest —0.0002 0.0001 —0.009 0.003
city) (0.010) (0.007) (0.010) (0.010)
Enrollment —0.015%* —0.014%* —0.005 —0.006
(primary) (0.006) (0.006) (0.007) (0.006)
Trade (% GDP) 0.006%* 0.003 0.005 0.009%**
(0.003) (0.002) (0.003) (0.003)
Female/Male 0.002 0.002 0.007 0.006
LFPR (0.005) (0.006) (0.006) (0.007)
GINI index —-0.011 - —0.038%*
(0.019) (0.017)
EFW - 0.060 - -
(0.146)
Constant 8.616%** 7.600%** 10.21%** 7.027%%%*
(1.826) (1.490) (2.648) (2.236)
Observations 50 47 38 36
R-squared 0.382 0.397 0.388 0.340
Number of NA NA 6 6
instruments
Hansen J NA NA 0.11 0.13
Instruments NA NA Pathogen, Pronoun drop, Legal origin (French), Pathogen, Pronoun drop, Legal origin (French),
tropical pop., % pop. 100 km from ice-free coast, tropical pop., % pop. 100 km from ice-free coast,
longitude longitude
odlnc.Inq. Att.ji
dTrustji
min. Ind. 1.667 3.107* 3.375 (3.066) 4.497* (2.609)
(2.483) (1.734)
mean. Ind. —4.317* —4.158%* —9.110%** (4.567) —6.143 (4.990)
(2.467) (1.856)
max. Ind. —16.617* —19.096** —34.770%** (16.004) —28.016* (15.667)
(9.866) (8.286)
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