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AbstratThis paper provides evidene and rationalizes the existene of a non-monotonous rela-tionship between trust and the size of welfare states. We show that generous, transparentand e�ient welfare states in Sandinavian ountries are based on the iviness of theiritizens. In ontrast, the generosity but low transpareny of the Continental Europeanwelfare states survive thanks to the support of a large share of univi individuals whoonsider that it an be justi�able to misbehave with taxes and soial bene�ts. We alsoexplain why ountries with an intermediate degree of trustworthiness of their itizens andof transpareny of the government, like Anglo-Saxon ountries, have small welfare states.Overall, this paper provides a rationale for the observed persistene of both e�ient andine�ient welfare states, as a funtion of the iviness of the itizens.Key words: Welfare state, trust, ivism, orruption.JEL odes: H1, Z1.
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Why are welfare states so generous and transparent in Sandinavian ountries? Why areContinental European welfare states as large as in Sandinavian ountries, but pereived asmuh less transparent and e�ient by their itizens? Why do most Anglo-Saxon ountries haverelatively small welfare states? This paper shows that part of the answer to these questions anbe explained by the ross ountry heterogeneity in trustworthiness that shapes the demand forredistribution and the e�ieny of the welfare states. While previous ontributions have been sofar foused on the positive e�et of trust on the demand for redistribution (Hetherington, 1998;Rothstein and Uslaner, 2005; and Rothstein et al. 2010 among others), this paper providesevidene and rationalizes the existene of a non-monotonous relationship between trust and thesize and e�ieny of welfare states.In a ross setion of ountries, we �rst show the existene of a non monotonous relationshipbetween trust and the generosity of the welfare states in OECD ountries. Figure 1 shows therelationship between the share of soial expenditure in GDP and the ountry level of trust in2000.1 The relation is �rst inreasing for low trust ountries, reahing a loal maximum forountries with a relatively low level of trust like Frane, Belgium, Germany and Italy. Therelation then beomes dereasing, reahing a loal minimum for the Anglo-Saxon ountriesand Japan. Finally, the relationship starts inreasing again with the ountry level of trust,reahing a peak for Sandinavian ountries. Figure 2 shows a similar relationship between thetranspareny of the welfare state, measured with the orruption pereption index,2 and the sizeof the welfare state.These two �gures show that ountries with low trust and low transpareny of the govern-ment an have welfare states as large as ountries with high trust and high transpareny ofthe government. Moreover, ountries with intermediate levels of trust and transpareny of thegovernment have relatively small welfare states. Three main luster of ountries an be broadlydistinguished. A group with low trust and large welfare state, whih omprises mostly Con-tinental European ountries and Mediterranean ountries. Another group with intermediatelevel of trust and relative small welfare state whih inludes Anglo-Saxon ountries. And athird group with high trust and large welfare state whih omprises Sandinavian ountries.We show that this typology inluding three groups of ountries exists for various measures ofon�dene in the welfare state. This typology also holds when one looks at the onditionallevels of trust and transpareny of the government, ontrolling for a large set of soio-eonomivariables suh as eduation, inome, oupation, religiosity and politial orientation.We then rationalize the (non monotonous) relationship between trust and the sope ofthe welfare state. We begin by providing a simple politial eonomy model whih analyzesthe relation between trust and the sope of the welfare state. The model omprises ivi (ortrustworthy) and univi individuals. Civi individuals heat neither on taxes nor on soialbene�ts and they behave properly when they serve as o�ials. Univi individuals heat ontaxes and on soial bene�ts if this is in their own interest. They do not behave properly whenthey serve as o�ials. The model predits that everybody wants more soial bene�ts when heexpets to be surrounded by more ivi individuals, beause there is less fraud on taxes andbene�ts and o�ials are more e�ient. However, univi individuals want more redistribution1Soial expenditure is de�ned as total soial publi expenditure in the OECD Soial Expenditure Database.The variable trust is measured as the answer to the following question of the World Values Survey: �Generallyspeaking, would you say that most people an be trusted or that you need to be very areful in dealing withpeople? �. The answer an be either �Most people an be trusted �, whih orresponds to the value 1, or�Can't betoo areful �, orresponding to the value 0.2This index has been omputed by Transpareny International. It an take on values from zero for the mostorrupt governments to 1 for the least orrupt. The original index whih takes on values from zero to 10 hasbeen resaled to ease omparisons with the measure of generalized trust.3



than ivi individuals beause they esape from taxes, but bene�t from publi transfers. Thisimplies that a rise in the share of ivi individuals has two opposite e�ets on the demand for thewelfare state. On one hand, everybody wants more redistribution, expeting to be surroundedby more ivi individuals. On the other hand, the demand for redistribution is redued beausethere are fewer univi individuals asking for a high level of transfers. These two oppositee�ets indue a non monotoni relationship between the share of trustworthy individuals andthe size of the welfare state. It is possible to get a large, but ine�ient, welfare state in asoiety populated by numerous univi individuals who heat on soial bene�ts, esape fromtaxes and do not behave properly when they serve as o�ials. Conversely, the welfare state anbe both large and e�ient only if the share of ivi individuals is su�iently great. The modelthus explains why big welfare states an be supported in both low and high trust ountries, butwith very ontrasting pereptions of their degree of transpareny as shown in �gures 1 and 2.We test the preditions of the model using individual international soial surveys. The mostimmediate predition is that the support for the welfare state is related to generalized trustand to trust toward government institutions. Using the European Soial Survey (ESS) and theWorld Values Survey (WVS), we �nd that individuals who think that they are surrounded bymore ivi people exhibit stronger support for the welfare state. Trust in the parliament, inpolitiians, in the legal system and in the e�ieny and equity of the tax authorities is alsopositively assoiated with support for the welfare state. We �nd that univi individuals, whodelare that it an be justi�able to laim government bene�ts to whih one is not entitled,to avoid a fare on publi transport, or to throw away litter in a publi plae, support moregenerous soial programs than ivi individuals who delare that suh behaviors are neverjusti�able. Finally, we show that the pereived quality of servies provided by the welfare stateis higher in ountries where there is more generalized trust and more on�dene in governmentinstitutions. Strikingly, a rise in soial expenditure do not improve the pereived quality ofpubli eduation, publi health, publi pensions and unemployment insurane if they are notaompanied by improvements in the trustworthiness of itizens and of the government.Our ontribution is related to at least two main literatures. The �rst seminal literature isthat of politial sientists who stress the existene of a positive and monotonous relationshipbetween trust and the welfare state. For instane, Hetherington (1998, 2004) argues thatdelining politial trust has played the entral role in the demise of progressive publi poliy inthe United States over the last several deades. Rothstein and Uslaner (2005) and Rothsteinet al. (2010) argue that the sope of the welfare state in OECD ountries is limited by trusttoward �other people� and toward government institutions. Aording to these authors, thesurvival of large welfare states in the Sandinavian ountries is explained by high soial trustand high quality of government. The narrative of this idea an be traed bak to at least AdamSmith, who stressed in The Wealth of Nations, �in those orrupted governments where there isat least a general suspiion of muh unneessary expense, and great misappliation of the publirevenue, the laws whih guard it are little respeted � (Smith, 1976, p. 898).3 This explanation�ts well with the spei� group of very high-trusting ountries. But it annot aount forthe existene of fairly large welfare states in the OECD ountries haraterized by relativelylow levels of trust, like in Frane or in Italy. Our paper is distinguished from this researhin at least two entral ways. First, we doument and provide a rationale for the existeneof a non monotonous relationship between trust and the welfare state. Besides, we explainwhy large welfare states might be supported in both high-trusting and low-trusting ountries,3In the same book, Smith notied that taxes were easy to levy in Hamburg beause in plaes �where thepeople have entire on�dene in their magistrates, are onvined of the neessity of the tax for the support ofthe state, and believe that it will be faithfully applied to that purpose, suh onsientious and voluntary paymentmay sometimes be expeted � (Smith, 1976, p. 850). See Evinsky (2005) for a thorough disussion.4



but are transparent and e�ient in the former group of ountries only. Seond, we providemiro evidene to identify the spei� relationship running from trust to the demand for thewelfare state. We identify the independent omponent of individual trust on the demand forredistribution by using inherited trust of immigrants in Europe.The seond literature is the eonomis of redistribution. The seminal eonomi explanationsof the support for redistribution are based on the distribution of inomes before taxes andtransfers (Alesina and Glaeser, 2004) and on the beliefs on inome mobility (Piketty, 1995,Benabou and Ok, 2001, Alesina and La Ferrara, 2005). Alternative explanations of the demandfor redistribution have stressed the role of fairness (Corneo and Gruner, 2002, Alesina andAngeletos, 2005, Luttens and Valfort, 2008), reiproal altruism (Fong, 2001, Fong et al. 2006),inherited preferene ingrained in past historial experiene (Corneo and Gruner, 2002, Alesinaand Fuhs-Shündeln, 2007, Luttmer and Singhal, 2011, Alesina and Giuliano, 2010), ethnifragmentation and group loyalty (Luttmer 2001, Alesina and Glaeser, 2004), the desire to atin aordane with publi values (Corneo and Gruner, 2002), or the role of the eletoral system(Alesina et al., 2001, Persson and Tabellini, 2002).The papers most related to ours for the identi�ation of the independent role of beliefs arethose whih fous on ultural attitudes towards redistribution. In partiular, Alesina and Fuhs-Shündeln (2007) show that, after the German reuni�ation, East Germans are more in favorof redistribution than West Germans, even by ontrolling for eonomi inentives. Luttmerand Singhal (2011) doument the e�et of ulture on the demand for inome redistribution byestimating the preferenes of immigrants in European ountries. Using the ESS database, theyshow that the preferenes of immigrants orrelate strongly with the demand for redistributionin their ountry of origin. We show in this paper that it is mainly the inherited ultural beliefsthat matter for �rst generation immigrants. However, support for the welfare state of seondgeneration immigrants is no more orrelated to the support for the welfare state in their ountryof origin, but is strongly orrelated with generalized trust and the trust in institutions prevailingin their residene ountry.4 This result suggests that the support for the welfare state is drivenby beliefs about the behavior of ompatriots that progressively adapt to the loal ontext andby inherited ultural preferenes. After about one generation, the immigrants' beliefs aboutthe behavior of ompatriots and about the transpareny of the welfare state are in line withthose of natives of their ountry of resideny. Besides, we hek that trust plays a major role inexplaining the demand for redistribution ompared to eonomi harateristis or alternativebeliefs .The paper is organized as follows. We �rst doument the ross ountry orrelation betweenvarious measures of trust and the generosity of the welfare states. Seond, we present a model torationalize this relationship through a mehanism running from trustworthiness to the supportfor the welfare state. The next setion tests the preditions of the model on individual data.Then, we ompare the role of trustworthiness with alternative beliefs and ultural preferenes.Finally, a short setion onludes.Basi FatsThis setion douments the non monotonous relationship between trust and the size of the wel-fare state. Figures 1 and 2 mentioned in the introdution use the ountry average level of trustin others and in institutions. In this setion, we �rst hek the robustness of these relationships4This result is onsistent with those of Nannestad et al. (2008), Dinesen and Hooghe (2010) and Dinesen(2011) who �nd that both parental transmission of trust as well as pereptions of institutional fairness matterfor the level of trust of young immigrants, but the impat of pereptions of institutional fairness is stronger.5



by using the onditional average level of trust, ontrolling for individual harateristis. Weregress the various measures of trust on gender, age, eduation, inome, oupation, familysituation, religiosity and politial orientation5, and ountry �xed e�ets taking Norway as thereferene ountry. Table 13, reported in appendix, shows the probit estimates for generalizedlevel of trust, measured by this question from the World Values Survey: �Generally speaking,would you say that most people an be trusted or that you need to be very areful in dealingwith people? �. The answer is equal to 1 for �Most people an be trusted �, and 0 for �Can't betoo areful �. Estimated oe�ients show that the ountry �xed e�ets are the main fatorsdriving the variation in trust aross individuals living in di�erent ountries.6 The ountry �xede�ets that measure the onditional average level of generalized trust are thus almost perfetlyorrelated with the simple ountry average measure (ountry �xed e�ets explain 87 perent ofthe ross ountry variane of trust). We also look at the onditional average level of on�denein institutions as a measure for the quality of institutions. From the World Values Survey, weuse the questions on the level of on�dene in �The Parliament� , �The Civil servies� and �TheJustie system�. For eah question, the answer ranges from 1 for �A great deal �, 2 for �quitea lot�, 3 for �not very muh� to 4 for �none at all �. We reorder the answers so that a highersore denotes a higher level of on�dene in the institution. We measure the index on�denein institutions as the �rst prinipal omponent of the three questions. Table 14, presented inappendix, shows the OLS estimates of the index on�dene in institutions on individual har-ateristis and ountry �xed e�ets. The ountry �xed e�ets aount one again for most ofthe ross ountry heterogeneity in the on�dene in institutions (68 perent).Figures 3 and 4 show the relationship between those onditional average measures of trust inothers and trust in institutions, and the share of soial spending in GDP. We �nd the same nonmonotonous relationship pattern as the one found in �gures 1 and 2 with the simple ountryaverage level of trust.7These basi fats raise two main issues. First, how an we explain the non-monotonousrelationship between the size of the welfare state and the level of trust? Seond, how an largewelfare states survive despite the heterogeneity in their degree of transpareny and e�ieny?The next setions rationalize both theoretially and empirially these �ndings by identifyingthe relationship running from trust to the welfare state that transits through the demand forredistribution as a funtion of trust and iviness.The modelThis setion presents a simple model whih highlights the relations between generalized trust,trust toward government institutions and the sope of the welfare state.5Eduation is the highest eduational level attained, lassi�ed in 8 levels. Inome is de�ned on a sale thatomprises 10 levels. Oupation omprises the following ategories: employed, unemployed, in eduation, retiredand others. Family situation an be married, separated/divored, widowed, never married. Religiosity providesinformation about the frequeny of attendane at religious servie, going from never to more than one a week,lassi�ed in 8 levels of frequeny. Politial orientation orresponds to the answer to the following question: �Inpolitial matters, people talk of the left and the right. How would you plae your views on this sale (going fromone for left to 10 for right), generally speaking? �.6Portugal is missing beause of the lak of information on inome and eduation in the WVS for this ountry.7This non-monotonous relationship also holds for alternative measures of the generosity of the welfare statesuh as the overall generosity sore omputed by Sruggs (2004) or tax wedges for single individuals or ouplesfrom the OECD.
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The setupThere is a ontinuum of individuals of measure one and a government whih levies taxes andprovides soial bene�ts.Every individual is either ivi or univi. The share of ivi individuals is denoted by
α ∈ [0, 1]. Civi individuals pay taxes and only laim bene�ts to whih they are entitled. Univiindividuals are purely opportunisti: they heat on taxes and bene�ts when this is worthwhile.All individuals have the same preferenes over onsumption, whih are represented, for the sakeof simpliity, by the logarithmi utility funtion ln(c), where c stands for onsumption.Every individual produes y > 0 units of the onsumption good with probability π ∈ (0, 1)and a lower level, denoted by y0 ∈ (0, y) with probability 1 − π. Produtive individuals,who produe y > 0, must pay a tax, denoted by t, to �nane bene�ts provided to those whoprodue nothing. Produtive individuals an hide their prodution with probability 1− p. Forinstane, they an have the possibility to work in the informal setor, where prodution annotbe observed by the government. Civi individuals always delare their true level of prodution.Thus, they pay the required tax if they are produtive and they laim bene�ts only if theyprodue the low level y0. Univi individuals able to hide their prodution never pay taxes andalways laim bene�ts whatever their level of prodution.Taxes are levied by o�ials. Every individual is working during the day and is an o�ial atnight. To represent the fat that univi o�ials do not do their duty, we assume that only theshare α ∈ [0, 1] of taxes is transformed into soial bene�ts. The omplementary share 1− α isa dead weight loss.8 This assumption allows us to aount in a simple way for the fat that theshare of univi o�ials is more likely to be higher when there are more univi individuals inthe soiety as a whole. And, aordingly, that governments are less e�ient in ountries wherethere are more univi individuals.The timing of events is as follows. First, individuals are born either ivi or univi. Seond,individuals vote on bene�ts and taxes. Third, a share π of individuals produe y and a share
1− π produe nothing. Then, taxes are paid and bene�ts are distributed.The support for the welfare stateLet us �rst look at the support for the welfare state of ivi and univi individuals. Everyindividual prefers the tax and bene�ts that maximize her expeted utility subjet to the budgetonstraint of the government. The tax reeipt of the government is made of the tax paid bythe πα produtive ivi individuals and of the pπ(1− α) produtive univi individuals whoseprodution annot be hidden. Sine taxes managed by univi individuals are lost, the totalamount of resoures available to provide soial bene�ts is equal to απt [α + p(1− α)]. Bene�tsare provided to the (1−π) unprodutive individuals and to the π(1−p)(1−α) produtive univiindividuals who an laim bene�ts beause their prodution an be hidden. Aordingly, thebudget onstraint is

απt [α + p(1− α)] = [(1− π) + π(1− p)(1− α)] b. (1)
• Civi individuals expet to pay the tax t if they are produtive and to get bene�ts b8Alternatively, it ould be assumed that o�ials apture taxes. This leads to the same qualitative results(see the disussion below). It ould also be assumed that the probability to hide prodution dereases with theshare of ivi o�ials to the extent that ivi o�ials are more onsientious. This does not hange the resultthat the relation between trust and the sope of the welfare state is not monotonous.7



otherwise. They hoose non negative taxes and bene�ts whih maximize9
π ln(y − t) + (1− π) ln(y0 + b),subjet to the budget onstraint (1). The optimal tax is

t = (1− π)y −
1− π + π(1− p)(1− α)

α [α + p(1− α))]
y0 ≥ 0. (2)This equation shows that the optimal tax hosen by ivi individuals inreases with theshare of ivi individuals and is positive only if the share of ivi individuals is above athreshold that will be denoted by αivi ∈ (0, 1).10 It is useful to write the ratio of on-sumption of unprodutive individuals, y0+b, over onsumption of produtive individuals,

y − t, hosen by ivi individuals. Let us all this ratio ρivi. It an be written:
ρivi = y0 + b

y − t
=

{

φ(α) if α > αivi
y0
y

otherwise (3)where φ(α) = α[α+p(1−α)]
1+ π

(1−π)
(1−p)(1−α)

inreases with α and satis�es φ(αivi) = y0/y, φ(1) = 1.This equation shows that the demand for soial insurane of ivi individuals inreaseswith the share of ivi individuals. At the limit, there is full insurane, i.e. y0+ b = y− t,when everyone is ivi (α = 1). When there are univi individuals, there is partialinsurane or no insurane at all. When the share of ivi individuals is too small (α ≤

αivi) ivi individuals onsider that it is not worth paying taxes.
• Univi individuals hoose non negative taxes and bene�ts whih maximize

π [p ln(y − t) + (1− p) ln(y + b)] + (1− π) ln(y0 + b),subjet to the budget onstraint (1). The solution satis�es the budget onstraint and
ρunivi = y0 + b

y − t
=

{

φ(α)
p

(

1 + 1
1−π

y0+b

y+b

) if α > αunivi
y0
y

otherwise (4)where αunivi < αivi is the share of ivi individuals below whih the tax hosen byunivi individuals is equal to zero.11 It turns out that ρunivi ≥ ρivi, i.e. univiindividuals want more redistribution than ivi individuals beause the ratio (y0+b)/(y−t)9Notie that the logarithmi utility funtion implies that the optimal tax always satis�es t < y. Thisondition holds true for ivi and univi individuals.10Sine the term (1− π)y− 1−π+π(1−p)(1−α)
α[α+p(1−α))] y0 is inreasing with respet to α, equal to −∞ when α → 0 andto (1 − π)(y − y0) > 0 when α = 1, there exists a unique value of α ∈ (0, 1), denoted by αivi, suh that theoptimal tax is positive if α > αivi and equal to zero otherwise.11The �rst order solution of the program of univi individuals is

−
pπ

y − t
+

(1− p)πa

y + at
+

(1− π)a

y0 + at
= 0,where a = απ[α+p(1−α)]

[(1−π)+π(1−p)(1−α)] . This ondition implies that limα→0 t = −∞. Di�erentiating this equation showsthat t inreases with α. Therefore, there exists a unique value of α, denoted by αunivi ∈ (0, 1) suh that thetax hosen by univi individual is positive if α ≥ αunivi and equal to zero otherwise. Comparison of the �rstorder ondition of the program of univi individuals with that of ivi individuals, equation (2), shows that
αunivi < αivi. 8



de�ned by equation (4) is larger than that de�ned by equation (3). Univi individualswant more redistribution for two reasons. First, they bene�t from publi transfers morefrequently than ivi individuals sine they laim bene�ts when their prodution an behidden. Seond, they do not bear all the burden of taxation sine they esape from taxeswhen this is possible.12 It also appears that the support for the welfare state of univiindividuals inreases when the share of ivi individuals is larger.At this stage, the preditions of the model are that univi individuals want more redis-tribution than ivi individuals and that all individuals want more redistribution when theyexpet to be surrounded by more ivi individuals and when they fae a more e�ient welfarestate.The outome of the voteIndividuals vote on the level of taxes and bene�ts ompatible with the budget onstraint. Sinepreferenes are single peaked, we an assume that the outome of the vote is de�ned by themedian voter. Thus, taxes are determined by univi individuals if the share of ivi individualsis smaller than 1/2 and by ivi individuals otherwise. The outome is represented on �gure5.13 It shows that the relation between the share of ivi individuals and the level of soialinsurane is not monotoni beause the support for the welfare state of univi individuals isgreater than that of ivi individuals. It is possible to have large welfare states supported by amajority of univi individuals who heat on taxes and bene�ts. This an explain why ountrieswith a large share of univi individuals and weakly e�ient government, like Italy, Frane andBelgium, an have welfare states as large as ivi ountries like the Sandinavian ountries.Moreover, when the median voter is univi, the size of the welfare state is ine�iently highto the extent that maximization of any onvex ombination of the utilities of ivi and univiindividuals yields a lower tax level than that deided by the median voter.The interations between ivi values and the welfare stateUntil now, the share of ivi individuals has been assumed exogenous. However, ivi values andinstitutions interat. For instane, a larger welfare state, whih provides more generous soialinsurane, an indue individuals to abuse soial bene�ts more often, whih an deteriorateivi values in the long run.14 Aordingly, it is not obvious that large ine�ient welfare statessustained by a majority of univi individuals an survive in the long run. Let us now shed somelight on this issue by providing a simple framework whih enables us to analyze the survivalof welfare states when interations between the formation of ivi values and institutions aretaken into aount.We analyze the formation of ivi values aross generations. It is assumed that eah genera-tion lives one period and that the stati model used so far represents how the eonomy works foreah period t = 0, 1...∞. In every generation, eah individual has one hild and an inulateivi values to him. An individual who bene�ted from ivi eduation gets a supplement ofutility ψ that he losses if he behaves in a non ivi way. It is assumed that ψ > ln [(1 + π)/π]to ensure that ivi individuals always pay the required taxes and do not abuse soial bene�ts.12Univi individuals would have a third reason to prefer higher taxes and bene�ts than ivi individuals ifunivi individuals aptured taxes when they are o�ials.13From now on it is assumed that αunivi < 1/2.14On this issue, see Lindbek et al. (1999), Lindbek and Nyberg (2006), Tabellini (2008) and Mihau (2009).9



Providing ivi eduation is ostly. The utility ost of ivi eduation, denoted by e > 0, isspei� to eah individual-hild pair. The umulative distribution funtion of e, denoted by G,is stationary, idential aross generations. Parents hoose the ivi values that maximize theexpeted utility of their hild minus the utility ost to provide ivi values.The expeted utility of a ivi hild is
uc = π ln(y − t) + (1− π) ln(y0 + b) + ψ.The expeted utility of an univi hild is

un = π [p ln(y − t) + (1− p) ln(y + b)] + (1− π) ln(y0 + b).Parents prefer to eduate their hild as ivi if and only if
uc − un > e,or

e < E ≡ ψ + π(1− p) [ln(y − t)− ln(y + b)] , (5)so that the share of ivi individuals is equal to G(E).In every period, the equilibrium values of α, the share of ivi individuals, t, the tax and b,the bene�ts are de�ned either by equations (1), (3) and α = G(E) if the majority of individualsare ivi in equilibrium, or by equation (1), 4 and α = G(E) if the majority of individuals areunivi in equilibrium.It is onvenient to analyze the solution in the (G(E), α) plane beause it an be easilydedued from the previous sub-setion that equations (1), (3) and (4) de�ne E as a nonmonotonous funtion of α, equal to ψ when α = αunivi (beause b = t = 0 in that ase).It is dereasing on the two intervals [0, 1/2) and (1/2, 0], with a disontinuity at α = 1/2. It isworth noting that the shape of E is in�uened by the expetations of parents on the behaviorof the next generation. The returns of ivi eduation derease with the expeted size of thewelfare state beause the gains to avoid paying taxes and abusing bene�ts inreases with theexpeted generosity of the welfare state. Aordingly, parents have less inentives to eduatetheir hildren in a ivi way if the welfare state is expeted to be larger for the next generation.Figures 6, 7 and 8 show the di�erent possible on�gurations of equilibria. On �gure 6, theonly equilibrium de�nes a share of ivi individuals below one half. This situation arises if theost of ivi eduation is relatively high. In the opposite ase, where the ost of ivi eduationis relatively low, there is a majority of ivi individuals in equilibrium, as displayed on �gure 7.It is also possible to have a situation with two equilibria, as shown on �gure 8. Oneequilibrium, whih orresponds to point A, where a minority of parents provide ivi eduation.At the other equilibrium, whih orresponds to point B, a majority of parents provide ivieduation. In the low equilibrium, there are less parents providing ivi eduation than inthe high equilibrium beause the welfare state is larger and then the inentives to be iviare smaller in the low equilibrium. The multipliity of equilibria an only arise if the highequilibrium, with a majority of ivi individuals, indues a smaller welfare state than the lowequilibrium, with a majority of univi individuals. From this point of view, this model suggeststhat ontinental European ountries might be oordinated on a bad equilibrium with respetto anglo-saxon ountries.All in all, this analysis suggests that not only large and e�ient welfare states, sustained bytransparent institutions and ivi itizens, but also large and ine�ient welfare states, sustainedby a majority of univi itizens and orrupt institutions, an survive in the long run.10



Empirial resultsIn this setion, we seek to establish the main preditions of the model at the individual level.First, there is a positive relation between generalized trust and the pereived iviness of thefellow itizens on one hand, and the support for the welfare state on the other hand. Seond,trust in government institutions is positively assoiated to the support for the welfare state.Third, less ivi individuals want more redistribution. We seek to identify through these threepreditions the ausal impat of trust on the welfare state working through popular demand.Finally, we test the fourth predition aording to whih welfare states are less e�ient inountries where there is low on�dene in government institutions and low trust among people.DataMost of the analysis is based on the fourth round of the European Soial Survey whih providesa spei� module on attitudes towards the welfare state and was onduted in 2008 and 2009.We use 24 ountries15 for whih the variables we are interested in are available. This surveyprovides information about a large set of soioeonomi harateristis and beliefs. Our measureof the support for the welfare state relies on the answer to the following question: � Many soialbene�ts and servies are paid for by taxes. If the government had to hoose between inreasingtaxes and spending more on soial bene�ts and servies, or dereasing taxes and spending less onsoial bene�ts and servies, whih should they do? �. Answers range from 0, �Government shouldderease taxes a lot and spend muh less on soial bene�ts and servies �, to 10, �Governmentshould inrease taxes a lot and spend muh more on soial bene�ts and servies�. This salelearly re�ets an inreasing support for the welfare state. Its formulation has the advantageof stressing both the osts and the bene�ts of the welfare state. This question is also muhmore expliit regarding the demand for the welfare state than the ones related to the roleof government in reduing inequalities, traditionally used in the literature (see Alesina andGiuliano, 2010). It should also be notied that this question impliitly makes referene tothe government of the ountry where the interview takes plae. It is preeded by a series ofquestions about soial bene�ts and tax authorities whih make expliit referene to the ountrywhere people are interviewed.Generalized trust and pereived behavior of ompatriotsTable 1, shows the relationship between trust and the support for the welfare state. Thedependent variable is the ESS question on the support for the welfare state. In olumns 1 and2, the explanatory variable of interest is the level of trust measured by the question: �Generallyspeaking, would you say that most people an be trusted or that you need to be very areful indealing with people? �. The variable ranges from 0 for �You an't be too areful � to 10 for �Mostpeople an be trusted �. We inlude ontrols for age, gender, eduation, inome of the household,family status, employment status, politial orientation and religiosity. All these o-variates arede�ned in table 15 presented in appendix. Column 1 shows the results of the estimation withoutountry �xed e�ets while suh e�ets are inluded in olumn 2. The oe�ient assoiated withtrust is positive and signi�ant at the 1% level in both olumns. The size of the oe�ient oftrust is eonomially signi�ant. In olumn 2, the fat of laiming that �Most people an betrusted � rather than �You an't be too areful � is assoiated with an inrease in the support for15Belgium, Croatia, Czeh Republi, Denmark, Finland, Frane, Germany, Greee, Hungary, Israel, Latvia,Netherlands, Norway, Poland, Portugal, Romania, Russia, Slovenia, Spain, Sweden, Switzerland, Turkey,Ukraine, United Kingdom. 11



the welfare state whih is �ve times larger than the demand for redistribution of the unemployedrelative to employees. The oe�ient assoiated with politial orientation shows that right wingindividuals express less support for the welfare state. The oe�ients of trust and of politialorientation have the same magnitude. This means that a rise by one point in the 0-10 distrust-trust sale is assoiated with the same hange in the support for the welfare state as an inreaseby one point in the 0-10 left-right sale. It is worth noting that the oe�ient assoiated withthe inome of the household is negative, but not signi�antly di�erent from zero, suggestingthat the support for the welfare state is not signi�antly in�uened by inome. Eduation ispositively orrelated with the support for the welfare state, but the oe�ient assoiated witheduation is �ve times smaller than the oe�ient assoiated with trust.The ESS also provides a large set of detailed questions about the trustworthiness and thepereived iviness of ompatriots. In olumns 3 and 4 of table 1 we use the following questionon fairness of others: �Do you think that most people would try to take advantage of you if theygot the hane, or would they try to be fair? �. The variable is equal to 0 if the respondentanswered �Most people would try to take advantage of me� and 10 if it is answered �Mostpeople would try to be fair �. Columns 3 and 4 of table 1 show that we get similar results asbefore with this measure of trust. In olumns 5 and 6 of table 1, we also look at a broadquestion on iviness: �Would you say that most of the time people try to be helpful or that theyare mostly looking out for themselves? �. The variable is equal to 0 if the respondent answered�People mostly look out for themselves� and 10 if it is answered �People mostly try to be helpful �.Pereived iviness of ompatriots is positively assoiated with the demand for redistribution.The oe�ient is statistially signi�ant at 1% level.We then turn to three more spei� questions on the behavior of ompatriots toward soialbene�ts. The �rst question we use reads: �Many people manage to obtain bene�ts and serviesto whih they are not entitled �. The variable is equal to 1 if the respondent agrees strongly, 2if he agrees, 3 if he neither agrees nor disagrees, 4 if he disagrees and 5 if he disagrees strongly.We inlude the same individual o-variates as before. Columns 1 and 2 of table 2 show theresults without ountry �xed e�et and with ountry �xed e�et respetively. The belief inthe way ompatriots (mis)use soial bene�ts is steadily assoiated with the individual supportfor the welfare state. The e�et is substantial: aording to estimated oe�ients presented inolumn 2, the fat of agreeing strongly rather that disagreeing strongly with the laim �Manypeople manage to obtain bene�ts and servies to whih they are not entitled � is assoiated witha redution in the demand for redistribution that is twie as large as the gap between thedemand for redistribution of unemployed workers and employees. The seond question reads�Most unemployed people do not really try to �nd a job�. The variable takes values ranging from1 if the respondent agrees strongly, to 5 if he disagrees strongly. Columns 3 and 4 of table 2 showthat the demand for redistribution is statistially signi�ant and positively assoiated with thefat of believing that unemployed workers make e�orts to �nd a job. The third question reads�Employees often pretend they are sik in order to stay at home�. The answer still ranges from1 for �strongly agree�, to 5 for �strongly disagree�. Columns 5 and 6 of table 2 show the samehighly signi�ant relation between the beliefs in the e�orts of employees and the support forthe welfare state.All these results show that there is a strong positive relation between pereived iviness ofompatriots and the support for the welfare state. The support for the welfare state turns outto be partiularly sensitive to beliefs in free riding on publi transfers of ompatriots.
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Trust in government institutionsThe model predits that the seond driving fore of the demand for a generous welfare state isnot just the level of trust in ompatriots, but also the level of trust in government institutions.We exploit two sets of questions related to those beliefs.First, respondents are asked �how muh do you personally trust eah of the institutions Iread out. 0 means you do not trust an institution at all, and 10 means you have ompletetrust�. We look at trust toward the parliament, politiians, and the legal system. Table 3shows that there is a strong positive relation between trust toward these institutions and thedemand for redistribution. The size of the oe�ient is eonomially very signi�ant. Theorder of magnitude is the same as for generalized trust.Seond, there are two spei� questions about tax authorities. One question is about thee�ieny of tax authorities: �How e�ient do you think the tax authorities are at things likehandling queries on time, avoiding mistakes and preventing fraud? �. The answer ranges from0 if the respondent onsiders that tax authorities are extremely ine�ient in doing their job,to 10 if tax authorities are onsidered as extremely e�ient. The other question is about theequity of tax authorities: �Tell me whether you think the tax authorities in your ountry givespeial advantages to ertain people or deal with everyone equally? �. The answer ranges from0 if the respondent onsiders that tax authorities give speial advantages to ertain people, to10 if he believes that tax authorities deal with everyone equally. In addition, we use a questionrelated to the pereived e�ieny of health are: �Still thinking about the provision of soialbene�ts and servies, please tell me how e�ient you think the provision of health are in yourountry is�. The answer ranges from 0 if the respondent onsiders that the provision of healthare is extremely ine�ient, to 10 if the provision of health are is onsidered as extremelye�ient. Table 4 shows that both beliefs in the e�ieny of tax authorities or health are, andbeliefs in the equity of tax authorities are strongly positively assoiated with the support forthe welfare state.Civi spiritOur model predits that univi individuals want more redistribution than ivi individualsbeause they esape from taxes and they abuse soial bene�ts. The European Soial Surveydoes not omprise the relevant information needed to analyze the relation between ivi spiritand the demand for redistribution. Aordingly, we use the World Values Survey, whih allowsus to measure iviness using the answer to the following question: �Please tell me for eah of thefollowing statements whether you think it an always be justi�ed, never be justi�ed, or somethingin between, using this ard.� We use answers to following statements: �Claiming governmentbene�ts to whih you are not entitled �; �Avoiding a fare on publi transport�; �Cheating on taxeswhen you have a hane�; �Someone aepting a bribe in the ourse of their duties�; �Throwingaway litter in a publi plae�; �Buying stolen goods�. The answers range from 1 for �neverjusti�able� to 10 for �always justi�able�. As shown by �gure 9 in the appendix, a very largeshare of respondents answer �never justi�able� to those questions. Other answers are hosenby individually small and equally distributed shares of respondents. We thus distinguish twomain types of individuals: those who laim that the behaviors desribed in the questions are�never justi�able� and those who say that they an be justi�able under any form. Hene, foreah question, we reate a variable measuring ivi spirit whih is equal to 1 if the answer is�never justi�able� and 0 for all other answers.The WVS provides information about the support for the welfare state with a questionlose to that of the ESS: �I'd like you to tell me your views on various issues. How would you13



plae your views on this sale? 1 means you agree ompletely with the statement on the left; 10means you agree ompletely with the statement on the right; and if your views fall somewherein between, you an hoose any number in between. Inomes should be made more equal versusWe need larger inome di�erenes as inentives�. We reverse the sale of the answers suh thata higher sore indiates a higher support for the welfare state. We hek that the WVS yieldsthe same positive relation between trust and the demand for redistribution as that obtainedfrom the ESS. In the WVS, trust is measured with a question similar to that of the ESS: �Generally speaking, would you say that most people an be trusted or that you need to be veryareful in dealing with people? �. The answer an take either the value 1 for �Most people an betrusted �, or the value 0 for �Can't be too areful �.16 Column 1 of table 5 shows a positive andstatistially signi�ant relationship between generalized trust and the support for the welfarestate as measured by the question of the WVS. The relation between ivi spirit and thesupport for the welfare state is displayed in olumns 2 to 7 of table 5. The explanatory variableof interest is ivi spirit. All spei�ations inlude individual harateristis (not reported here,but de�ned in table 16 presented in appendix), ountry �xed e�ets and time �xed e�ets forthe year of interview. For all statements, the estimated oe�ient of ivi spirit is negativeand statistially signi�ant. This means that more ivi individuals want less redistribution,as predited by the model. In terms of magnitude, the estimated e�et of being ivi on thesupport for the welfare state is as large (or even larger in some spei�ations) as the e�et ofgender or as the e�et of being unemployed instead of employed.E�ieny of welfare statesThe model predits that welfare states are less e�ient in ountries where there is less general-ized trust, less trust toward government institutions and less transpareny of the government.This predition is tested in this sub-setion. We measure the e�ieny of the welfare stateusing information about the pereived quality of servies provided by the welfare state. Weuse the following four questions of the ESS: �What do you think overall about the standard ofliving of pensioners? �; �What do you think overall about the standard of living of unemployed? �;�What you think overall about the state of eduation ? �; �What you think overall about the stateof health servies? �. For all these questions, the answer ranges from 0 if the respondent hooses�extremely bad � to 10 if the respondent hooses �extremely good �.In table 6, we regress the answer to eah of these questions on the average levels of generalizedtrust, of trust toward the legal system, and of the pereived fairness of tax authorities in eahountry, and on the transpareny of the government measured by the orruption pereptionindex. For eah question, we introdue as explanatory variable the national expenditure (inperentage of GDP) relevant for the left-hand side variable. Namely, we use old age expenditurefor the standard of living of pensioners, unemployment expenditure for the standard of livingof unemployed, eduation expenditure for the state of eduation, and health expenditure forthe state of health servies. In addition, we also introdue a di�erent measure of needs relatedto eah item. For the standard of living of pensioners, we use the ratio of the population olderthan 65 to working-age population. For the standard of living of unemployed people, we usethe unemployment rate. For the state of eduational system, we use the ratio of the populationyounger than 15 to the working-age population. For the state of the health system, we usethe ratio of populations older than 65 and younger than 15 to the working-age population. Allregressions also inlude individual harateristis (not reported here).16In the ESS, the respondents hoose an answer on a sale going from 0 for �You an't be too areful � to 10for �Most people an be trusted �. 14



As shown by estimated oe�ients presented in table 6, generalized trust, trust in thelegal system, trust in the fairness of tax authorities, and the transpareny of the governmentare almost always positively and signi�antly orrelated with the pereived quality of serviesprovided by the welfare state. Only trust in the legal system is not signi�antly related to thepereived standard of living of unemployed people and to the state of the eduation system.By ontrast, the share of eah expenditure in GDP is not systematially orrelated with thepereived quality of servies provided by welfare states. These results mean that welfare statesare pereived as more e�ient in ountries with more trustworthy itizens and more trustworthygovernment. More strikingly, they also indiate that inreases in publi soial expenditure donot improve the pereived quality of publi eduation, publi health, and publi pensions if theyare not aompanied by improvements in trust or in the quality of government institutions.Robustness heksThe previous setion has shown that the support for the welfare state is strongly assoiatedwith generalized trust and trust toward government institutions. We have shown that thesebeliefs are substantial determinants of the support for the welfare state. We now investigatethe robustness of this analysis to alternative explanations.Culture or trust?First, we explore whether the support for the welfare state is shaped by ulture or by theatual institutional and soial environment. Using the ESS database, Luttmer and Singhal(2010) show that the demand for redistribution of immigrants is orrelated with the demandfor distribution in their ountry of origin. Demand for redistribution would thus be ingrainedin ultural preferenes. To sort out the respetive role of the urrent ontext, inluding thebehavior of ompatriots and the e�ieny of institutions, and ulture, we fous on the supportfor the welfare state of immigrants in the ESS. This data set omprises information aboutthe ountry of residene, the ountry of birth, and the ountry of birth of the mother andof the father. These information allows us to identify �rst generation and seond generationimmigrants. We observe individuals from 28 di�erent ountries. They live in the 24 ountriesalready used.We regress the support of immigrants for the welfare state on the average level of beliefs(trust toward others and trust toward institutions) in their ountry of residene and on theaverage demand for redistribution in their ountry of origin.17 These two variables allow us toevaluate the relative weight of the beliefs in their ountry of origin and of the beliefs in theirountry of residene for explaining the individual demand for redistribution. The in�ueneof the average demand for redistribution in their ountry of origin re�ets the in�uene ofulture. The in�uene of beliefs in their ountry of residene re�ets the in�uene of the atualenvironment where immigrants are urrently living.Table 7 shows the results when we fous on the role of generalized trust in the ountry ofresidene. We �nd that for �rst generation immigrants, the support demand for redistribution intheir ountry of origin is orrelated with the support for the welfare state they express althoughliving in a di�erent ountry. Trust in the ountry of residene is weakly orrelated with thesupport for the welfare state of these immigrants. It is thus mainly the inherited ultural17For seond generation immigrants, the average demand for redistribution in the ountry of origin is equalto the average demand for redistribution in the ountries of birth of parents. If parents are born in di�erentountries, we take the average of the two ountries. 15



beliefs that matters. Yet, when we turn to the demand for redistribution of seond generationimmigrants, only the loal level of trust is statistially signi�ant. These results suggest thatthe support for the welfare state is driven by beliefs that adapt to the loal ontext and byultural preferenes whose in�uene disappears for seond generation immigrants.Table 8 reports the estimates when we fous on the level of trust in institutions instead ofgeneralized trust in the ountry of residene. We �nd similar results as before: the supportfor the welfare state of �rst generation immigrants is statistially signi�antly orrelated to thedemand for redistribution in their ountry of origin but not to trust in institutions in theirountry of residene. However, for seond generation immigrants, the orrelation with thesupport for redistribution in the ountry of origin vanishes and the orrelation with trust ininstitutions in their ountry of residene beomes signi�ant.All in all, tables 7 and 8 suggest that individual support for the welfare state is shaped bothby inherited ulture and by the urrent environment. Moreover, they suggest that the in�ueneof ulture disappears after one generation.Table 9 on�rms this �nding by showing that the individual demand for redistributionis in line with the loal average demand for redistribution and with the average demand forredistribution in the ountry of origin for �rst generation immigrants. The �rst olumn oftable 9 presents the estimation of a regression where the left-hand side variable is the supportfor the welfare state of �rst generation immigrants measured by the answer to the question ofthe ESS, and where the right hand side omprises individual ontrols for age, eduation andemployment status. The right hand side also omprises the average support for the welfarestate, GDP per apita in 2000 and the share of soial expenditure in GDP in 2000 in theountry of origin and in the ountry of residene. It appears that the support for the welfarestate of �rst generation immigrants is orrelated with the average support for the welfare statein the ountry of origin at 10 perent level of on�dene and in the ountry of residene at 1perent level of on�dene. Moreover, the oe�ient assoiated with the ountry of resideneis more than twie as large as the oe�ient assoiated with the ountry of origin. Column 2presents the result of the estimation of the same equation for seond generation immigrants.Their support for the welfare state is not orrelated with the support for the welfare stateprevailing in their ountry of origin, but it is strongly orrelated with that of their ountry ofresidene. In Columns 3 and 4, we run the same regressions for �rst and seond generationimmigrants respetively, where the right hand side omprises, in addition to individual ontrolsand the average ountry of origin support for the welfare state, ountry of residene �xed e�etsinstead of average support for welfare state, GDP per apita and the share of soial expenditurein GDP in the ountry of residene. The oe�ient assoiated with the support for the welfarestate in the ountry of origin is not di�erent from zero for either generation. In Columns 5 and6, the right hand side omprises, in addition to individual ontrols and the average ountry ofresidene support for the welfare state, ountry of origin �xed e�ets instead of average supportfor welfare state, GDP per apita and the share of soial expenditure in GDP in the ountry oforigin. The oe�ient assoiated with the average support for the welfare state in the ountryof residene is strongly signi�ant.Trust or alternative beliefs?Beliefs in the determinants of suess and in soial mobility have been shown to be strongdeterminants of the demand for redistribution. In this sub-setion, we investigate whether theorrelation between trust and the demand for redistribution persists when those alternativebeliefs are taken into aount.Alesina and La Ferrara (2005) have shown that beliefs in the determinants of suess in16



life are strongly orrelated with the demand for redistribution. More preisely, the belief thatsuess is more likely to be determined by luk than by e�ort indues a higher demand forredistribution. On the ontrary, people who think that they an limb the soial ladder bytheir own hard work are more likely to demand less redistribution by the state. As the ESSdoes not inlude a question giving information about suh beliefs, we use the WVS, as in table5 where we investigated the relationship between iviness and the demand for redistribution.In table 10, the dependent variable is the individual support for the welfare state, measuredwith the answer to the question about the desired degree of inome inequality. We measurethe feeling that suess is determined by hard work rather than by hane using the followingquestion from the WVS: �Hard work brings suess�. Possible answers are on a sale between
1 and 10, 1 means �In the long run, hard work usually brings a better life� , whereas 10 means�Hard work does not generally bring suess - it's more a matter of luk and onnetions� .In table 10, the two explanatory variables of interest are trust and the belief in hane as adeterminant of suess, whih we all �luk�. Both spei�ations inlude individual ontrolvariables. In addition, ountry �xed e�ets are inluded in olumn 2. The estimated oe�ientof luk is not statistially signi�ant. In ontrast, the estimated oe�ients of trust are verylose to those presented in table 5. This result has two impliations: �rst, it means that thee�et of trust on the support for the welfare state is robust when we ontrol for the individualbeliefs in the determinants of suess; seond, it means that the e�et of trust is muh largerthan the e�et of luk, whih is found to be non-signi�ant.In table 11, we repliate the same exerise using luk and our di�erent measures of ivinessas main explanatory variables. The di�erent waves of the WVS inluding question about lukand iviness do not perfetly overlap. Hene, the number of observations is strongly reduedin some olumns of table 11. The results of these regressions suggest two omments. First,one iviness is ontrolled for, luk has no e�et on the support for the welfare state. Indeed,luk is found to be non-signi�ant in all spei�ations. Seond, despite the smaller size of thesample, the orrelation between iviness and the support for the welfare state still holds whenontrolling for luk. It is always negative and is statistially di�erent from zero at the 1%on�dene level for three out of our six measures of iviness.Using British data, Clark and D'Angelo (2010) have shown that limbing the soial ladderwith respet to parents is also an indiator of soial mobility assoiated with politial preferenesthat re�ets weaker support for the welfare state. Suh mobility an be observed using thedi�erene between the eduation of the respondent and the eduation of his parents. Thismeasure of soial mobility is likely to re�et realized and expeted inreasing (or dereasing)soial mobility. In line with this reasoning, if an individual has a higher level of eduationthan his parents, then his demand for redistribution should be weaker. In table 12, we usethe ESS and show that the orrelation between trust and the support for the welfare stateis still statistially signi�ant when mobility is taken into aount. In order to apture soialmobility, we onstrut dummy variables for eah di�erene between the level of eduation ofthe respondent and that of his parents. This approah takes into aount all the possibleupward or downward mobilities. We measure eduation using a 7 items sale whih rangesfrom �not ompleted primary eduation� to �seond stage of tertiary�. The interation betweenrespondent's eduation and parents' eduation gives a set of 49 dummy variables. We repliatethe same exerise using the eduation of the father and the eduation of the mother. In table 12,we alternatively inlude the two sets of soial mobility measures in regressions of the supportfor the welfare state on the di�erent measures of trust used in table 1. All spei�ations inludeindividual ontrol variables and ountry �xed e�ets. The estimated oe�ients of the di�erentmeasures of trust are similar when using either eduation of the mother or eduation of the17



father. Moreover, the estimated oe�ients are virtually idential to those estimated in table1 using ountry �xed e�ets. These results mean that the e�et of trust on the support for thewelfare state persists when realized or expeted soial mobility is taken into aount.ConlusionThis paper shows that the sope of welfare states is assoiated with trust in a non trivialway. Large and ine�ient welfare states survive thanks to the support of a majority of univiindividuals. The reation of large and e�ient welfare states needs a large majority of iviitizens.These �ndings suggest that the large welfare states of Continental European ountries areine�iently large. Our results show that inreases in publi expenditure do not improve thepereived quality of publi eduation, publi health, publi pensions and unemployment insur-ane if they are not aompanied by improvements in the reliability of government institutions.However, improvements in the reliability of government institutions and in the trustworthinessof itizens are assoiated with better quality of servies provided by the welfare state. Aord-ingly, the priority of politial reforms in Continental European ountries should be to improvepro-soial behavior of itizens and the transpareny of government institutions. This is a wayto improve the e�ieny of welfare states, but also to redue their size. A reipe worth keepingin mind in a period of large and often unsustainable publi debts.
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Table 1: Relationship between the support for the welfare state and di�erent measures of trust.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Most people an be trusted 0.111*** 0.071***(0.025) (0.013)Most people try to be fair 0.093*** 0.052***(0.029) (0.013)Most people try to be helpful 0.081*** 0.047***(0.024) (0.012)Age 0.011*** 0.010*** 0.011*** 0.010*** 0.012*** 0.010***(0.002) (0.001) (0.002) (0.001) (0.002) (0.001)Male -0.045 -0.049 -0.028 -0.039 -0.033 -0.041(0.040) (0.037) (0.039) (0.038) (0.039) (0.038)Eduation 0.005 0.015** 0.009 0.017** 0.012 0.018**(0.010) (0.007) (0.011) (0.007) (0.010) (0.007)Inome -0.004 0.002 -0.002 0.004 0.003 0.006(0.012) (0.010) (0.013) (0.010) (0.012) (0.009)Religiosity 0.005 0.014** 0.007 0.015** 0.005 0.015**(0.015) (0.006) (0.014) (0.006) (0.015) (0.006)Politial orientation -0.109*** -0.117*** -0.109*** -0.118*** -0.108*** -0.117***(0.027) (0.029) (0.026) (0.029) (0.027) (0.029)Married Referene Referene Referene Referene Referene RefereneSeparated / Divored -0.009 -0.028 -0.005 -0.031 -0.005 -0.030(0.061) (0.050) (0.061) (0.049) (0.059) (0.048)Widowed -0.141** -0.102** -0.153** -0.107** -0.157** -0.106**(0.064) (0.044) (0.063) (0.042) (0.066) (0.044)Never married 0.114** 0.094*** 0.123** 0.093*** 0.137** 0.100***(0.048) (0.031) (0.049) (0.030) (0.050) (0.031)Employed Referene Referene Referene Referene Referene RefereneUnemployed 0.144* 0.167** 0.130* 0.163** 0.110 0.157**(0.073) (0.061) (0.072) (0.062) (0.075) (0.061)In eduation 0.174 0.195** 0.180* 0.200** 0.198* 0.208**(0.106) (0.091) (0.103) (0.089) (0.100) (0.088)Disabled 0.248* 0.304*** 0.235 0.285*** 0.223 0.283***(0.136) (0.096) (0.139) (0.099) (0.134) (0.095)Retired 0.075 0.164*** 0.055 0.156*** 0.047 0.152***(0.067) (0.046) (0.068) (0.046) (0.069) (0.046)Other 0.097 0.082 0.084 0.081 0.074 0.081(0.106) (0.058) (0.104) (0.058) (0.101) (0.058)Constant 4.545*** 4.422*** 4.489*** 4.418*** 4.527*** 4.861***(0.275) (0.166) (0.290) (0.171) (0.269) (0.189)Country �xed e�ets Yes Yes YesObservations 30605 30605 30505 30505 30570 30570R-squared 0.037 0.094 0.032 0.091 0.029 0.091*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. The support for the welfare state is measured using the following question: �Many soialbene�ts and servies are paid by taxes. If the government had to hoose between inreasing taxes and spending more on soialbene�ts and servies, or dereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers rangefrom 0, �Government should derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government shouldinrease taxes a lot and spend muh more on soial bene�ts and servies�. The variable �most people an be trusted� is the answer,on a sale from 0 to 10, to the following question: �Generally speaking, would you say that most people an be trusted or that youneed to be very areful in dealing with people?�. The variable �most people try to be fair� is the answer, on a sale from 0 to 10, tothe following question: �Do you think that most people would try to take advantage of you if they got a hane, or would they tryto be fair?�. The variable �most people try to be helpful� is the answer, on a sale from 0 to 10, to the following question: �Wouldyou say that most of the time people try to be helpful or that they are mostly looking out for themselves?�. Other ovariates aredesribed in the appendix.
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Table 2: Relationship between the support for the welfare state and pereived iviness.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Many people manage to obtain bene�ts 0.269*** 0.203***and servies to whih they are not entitled (0.048) (0.027)Most unemployed people do not really try 0.285*** 0.231***to �nd a job (0.043) (0.037)Employees often pretend they are sik in 0.197*** 0.178***order to stay at home (0.043) (0.027)Age 0.013*** 0.011*** 0.012*** 0.010*** 0.012*** 0.010***(0.003) (0.002) (0.002) (0.001) (0.003) (0.002)Male -0.044 -0.051 -0.049 -0.050 -0.035 -0.036(0.042) (0.038) (0.043) (0.038) (0.042) (0.037)Eduation 0.010 0.016** 0.008 0.012* 0.011 0.015*(0.011) (0.007) (0.010) (0.007) (0.011) (0.007)Inome 0.002 0.004 0.003 0.004 0.005 0.004(0.012) (0.009) (0.011) (0.010) (0.013) (0.009)Religiosity 0.006 0.016** 0.006 0.017*** 0.008 0.019***(0.015) (0.006) (0.015) (0.006) (0.015) (0.006)Politial orientation -0.103*** -0.112*** -0.093*** -0.104*** -0.103*** -0.112***(0.025) (0.028) (0.024) (0.027) (0.025) (0.028)Married Referene Referene Referene Referene Referene RefereneSeparated / Divored -0.010 -0.038 -0.006 -0.036 0.009 -0.025(0.061) (0.048) (0.057) (0.048) (0.063) (0.050)Widowed -0.150** -0.094** -0.149** -0.098** -0.159** -0.098**(0.062) (0.041) (0.065) (0.043) (0.070) (0.045)Never married 0.153** 0.108*** 0.147*** 0.102*** 0.164*** 0.108***(0.056) (0.033) (0.052) (0.032) (0.057) (0.032)Employed Referene Referene Referene Referene Referene RefereneUnemployed 0.080 0.129** 0.006 0.084 0.071 0.134**(0.075) (0.060) (0.085) (0.055) (0.079) (0.063)In eduation 0.189* 0.195** 0.198* 0.193** 0.210** 0.205**(0.103) (0.089) (0.098) (0.089) (0.097) (0.086)Disabled 0.175 0.247** 0.225* 0.274*** 0.197 0.241**(0.135) (0.092) (0.129) (0.093) (0.136) (0.097)Retired 0.056 0.160*** 0.080 0.175*** 0.059 0.173***(0.070) (0.045) (0.065) (0.045) (0.067) (0.042)Other 0.081 0.073 0.057 0.071 0.077 0.086(0.106) (0.059) (0.098) (0.056) (0.099) (0.054)Constant 4.236*** 4.095*** 4.031*** 3.997*** 4.269*** 4.431***(0.276) (0.171) (0.249) (0.161) (0.260) (0.162)Country �xed e�ets Yes Yes YesObservations 29795 29795 30394 30394 29882 29882R-squared 0.037 0.097 0.043 0.102 0.032 0.097*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. The support for the welfare state is measured using the following question: �Many soialbene�ts and servies are paid by taxes. If the government had to hoose between inreasing taxes and spending more on soialbene�ts and servies, or dereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers rangefrom 0, �Government should derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government shouldinrease taxes a lot and spend muh more on soial bene�ts and servies�. The �rst three independent variables are approvals tothe following statements: �Many people manage to obtain bene�ts and servies to whih they are not entitled�, �Most unemployedpeople do not really try to �nd a job�, and �Employees often pretend they are sik in order to stay at home�. Answers range from
1 if the respondent agrees strongly, to 5 if he disagrees strongly. Other ovariates are desribed in the appendix.
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Table 3: Relationship between the support for welfare state and trust in institutions.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Trust in the parliament 0.113*** 0.071***(0.019) (0.011)Trust in the legal system 0.112*** 0.067***(0.019) (0.009)Trust in politiians 0.111*** 0.071***(0.022) (0.012)Age 0.012*** 0.010*** 0.013*** 0.011*** 0.012*** 0.011***(0.002) (0.001) (0.002) (0.001) (0.003) (0.001)Male -0.074* -0.057 -0.065 -0.053 -0.050 -0.047(0.043) (0.038) (0.044) (0.039) (0.042) (0.038)Eduation 0.013 0.015** 0.012 0.017** 0.013 0.017**(0.009) (0.007) (0.009) (0.007) (0.011) (0.007)Inome -0.006 0.002 -0.003 0.002 -0.003 0.004(0.012) (0.010) (0.012) (0.010) (0.012) (0.010)Religiosity -0.005 0.012* -0.001 0.013* -0.003 0.012*(0.015) (0.006) (0.014) (0.006) (0.015) (0.006)Politial orientation -0.112*** -0.121*** -0.113*** -0.120*** -0.113*** -0.122***(0.027) (0.029) (0.027) (0.028) (0.027) (0.029)Married Referene Referene Referene Referene Referene RefereneSeparated / Divored 0.006 -0.025 -0.009 -0.035 0.005 -0.018(0.061) (0.052) (0.059) (0.049) (0.061) (0.051)Widowed -0.134* -0.104** -0.130* -0.101** -0.148** -0.105**(0.067) (0.044) (0.064) (0.045) (0.065) (0.044)Never married 0.120** 0.095*** 0.132** 0.104*** 0.117** 0.095***(0.051) (0.033) (0.049) (0.031) (0.052) (0.031)Employed Referene Referene Referene Referene Referene RefereneUnemployed 0.117* 0.161** 0.135* 0.180*** 0.122* 0.156**(0.066) (0.063) (0.070) (0.061) (0.066) (0.063)In eduation 0.159 0.181* 0.175* 0.199** 0.162 0.181*(0.100) (0.088) (0.101) (0.089) (0.105) (0.089)Disabled 0.240* 0.285*** 0.243* 0.290*** 0.227 0.289***(0.137) (0.094) (0.131) (0.093) (0.142) (0.096)Retired 0.054 0.148*** 0.074 0.156*** 0.044 0.144***(0.071) (0.046) (0.064) (0.043) (0.068) (0.045)Other 0.037 0.082 0.067 0.098 0.066 0.082(0.090) (0.060) (0.089) (0.060) (0.107) (0.061)Constant 4.503*** 4.974*** 4.385*** 4.404*** 4.618*** 4.960***(0.219) (0.194) (0.222) (0.166) (0.237) (0.194)Country �xed e�ets Yes Yes YesObservations 30351 30351 30265 30265 30420 30420R-squared 0.040 0.095 0.042 0.095 0.037 0.094*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. The support for the welfare state is measured using the following question: �Many soialbene�ts and servies are paid by taxes. If the government had to hoose between inreasing taxes and spending more on soialbene�ts and servies, or dereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers rangefrom 0, �Government should derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government shouldinrease taxes a lot and spend muh more on soial bene�ts and servies�. The �rst three independent variables are answers to thefollowing question: �How muh do you personally trust eah of the institutions I read out. 0 means you do not trust an institutionat all, and 10 means you have omplete trust. The parliament. The legal system. The politiians�. Other ovariates are desribedin the appendix.
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Table 4: Relationship between the support for the welfare state and the pereived e�ieny ofthe welfare state.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)E�ieny tax system 0.101*** 0.075***(0.019) (0.013)Advantages tax system 0.107*** 0.070***(0.017) (0.010)E�ieny health are 0.118*** 0.083***(0.022) (0.011)Age 0.013*** 0.011*** 0.012*** 0.011*** 0.012*** 0.011***(0.003) (0.002) (0.003) (0.002) (0.003) (0.001)Male -0.047 -0.049 -0.047 -0.048 -0.072* -0.064*(0.044) (0.039) (0.045) (0.038) (0.041) (0.037)Eduation 0.015 0.019** 0.011 0.017** 0.018* 0.020***(0.011) (0.007) (0.010) (0.007) (0.010) (0.007)Inome 0.007 0.007 -0.001 0.004 0.002 0.007(0.012) (0.009) (0.011) (0.010) (0.012) (0.009)Religiosity 0.001 0.012* 0.004 0.013* -0.001 0.011*(0.015) (0.007) (0.015) (0.007) (0.015) (0.006)Politial orientation -0.115*** -0.122*** -0.120*** -0.124*** -0.110*** -0.119***(0.026) (0.029) (0.027) (0.029) (0.025) (0.028)Married Referene Referene Referene Referene Referene RefereneSeparated / Divored -0.008 -0.040 -0.039 -0.058 -0.020 -0.040(0.065) (0.052) (0.062) (0.048) (0.063) (0.049)Widowed -0.159** -0.118*** -0.181** -0.141*** -0.132* -0.107**(0.062) (0.039) (0.065) (0.041) (0.068) (0.045)Never married 0.150** 0.092*** 0.135** 0.098*** 0.126** 0.095***(0.054) (0.030) (0.053) (0.033) (0.050) (0.031)Employed Referene Referene Referene Referene Referene RefereneUnemployed 0.066 0.131* 0.084 0.132** 0.104 0.163**(0.076) (0.064) (0.070) (0.060) (0.071) (0.060)In eduation 0.205** 0.217** 0.163* 0.189** 0.171* 0.176**(0.090) (0.078) (0.094) (0.081) (0.083) (0.070)Disabled 0.199 0.262** 0.139 0.211** 0.190 0.279**(0.136) (0.096) (0.128) (0.095) (0.134) (0.099)Retired 0.032 0.145*** 0.045 0.138*** 0.037 0.143***(0.071) (0.042) (0.067) (0.042) (0.073) (0.047)Other 0.078 0.090 0.069 0.090 0.056 0.082(0.102) (0.061) (0.101) (0.058) (0.100) (0.059)Constant 4.322*** 4.788*** 4.456*** 4.375*** 4.230*** 4.826***(0.232) (0.200) (0.238) (0.187) (0.240) (0.186)Country �xed e�ets Yes Yes YesObservations 29108 29108 29077 29077 30396 30396R-squared 0.035 0.095 0.043 0.097 0.039 0.095*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. The support for the welfare state is measured using the following question: �Many soialbene�ts and servies are paid by taxes. If the government had to hoose between inreasing taxes and spending more on soialbene�ts and servies, or dereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers rangefrom 0, �Government should derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government shouldinrease taxes a lot and spend muh more on soial bene�ts and servies�. The variable �e�ieny tax system� is the answer, on asale from 0 to 10, to the following question: �How e�ient do you think the tax authorities are at things like handling queries ontime, avoiding mistakes and preventing fraud?�. The variable �advantages tax system� is the answer, on a sale from 0 to 10, tothe following question: �Tell me whether you think the tax authorities in your ountry give speial advantages to ertain people ordeal with everyone equally?�. The variable �e�ieny health are� is the answer, on a sale from 0 to 10, to the following question:�Still thinking about the provision of soial bene�ts and servies, please tell me how e�ient you think the provision of health arein your ountry is�. Other ovariates are desribed in the appendix.
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Table 5: Relationship between the support for the welfare state and ivism, measured usingdi�erent questions.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6) (7)Trust 0.166***(0.030)Civism (bene�ts) -0.162***(0.035)Civism (transport) -0.149***(0.037)Civism (taxes) -0.072**(0.036)Civism (bribe) -0.082**(0.035)Civism (litter) -0.292***(0.076)Civism (stolen goods) -0.188***(0.056)Age 0.000 0.001 0.001 0.001 0.001 0.002 -0.001(0.001) (0.001) (0.001) (0.001) (0.001) (0.003) (0.002)Male -0.087*** -0.101*** -0.099*** -0.098*** -0.097*** -0.205*** -0.097**(0.020) (0.021) (0.022) (0.021) (0.021) (0.051) (0.036)Eduation -0.107*** -0.108*** -0.105*** -0.106*** -0.106*** -0.136*** -0.133***(0.009) (0.009) (0.008) (0.009) (0.009) (0.021) (0.013)Inome -0.094*** -0.090*** -0.095*** -0.092*** -0.092*** -0.086*** -0.099***(0.009) (0.009) (0.009) (0.009) (0.009) (0.013) (0.017)Religiosity 0.001 0.003 0.002 0.003 0.003 0.035** 0.011(0.005) (0.006) (0.006) (0.006) (0.005) (0.013) (0.009)Politial orientation -0.137*** -0.138*** -0.138*** -0.137*** -0.138*** -0.174*** -0.150***(0.010) (0.010) (0.011) (0.010) (0.010) (0.022) (0.019)Married Referene Referene Referene Referene Referene Referene RefereneSeparated / Divored -0.000 0.000 -0.009 0.003 0.000 -0.095 -0.021(0.042) (0.042) (0.042) (0.042) (0.043) (0.108) (0.089)Widowed 0.057 0.057 0.045 0.057 0.061 -0.026 0.104(0.041) (0.042) (0.043) (0.042) (0.042) (0.085) (0.076)Never married 0.011 0.007 0.013 0.021 0.022 -0.003 -0.068(0.028) (0.028) (0.030) (0.028) (0.028) (0.070) (0.050)Employed Referene Referene Referene Referene Referene Referene RefereneUnemployed 0.145*** 0.139*** 0.137*** 0.136*** 0.138*** 0.087 0.160**(0.039) (0.038) (0.040) (0.039) (0.039) (0.060) (0.077)In eduation 0.066 0.054 0.052 0.050 0.044 -0.135 0.065(0.047) (0.049) (0.050) (0.049) (0.048) (0.095) (0.096)Retired 0.129*** 0.130*** 0.114** 0.128*** 0.130*** 0.180 0.199***(0.045) (0.046) (0.044) (0.046) (0.045) (0.107) (0.066)Other 0.046 0.065** 0.066* 0.071** 0.070** 0.000 0.032(0.035) (0.033) (0.034) (0.032) (0.032) (0.060) (0.063)Constant 8.497*** 8.563*** 8.474*** 7.451*** 7.479*** 9.568*** 5.323***(0.302) (0.311) (0.291) (0.103) (0.105) (0.217) (0.208)Observations 144291 138965 133242 141945 142192 22538 47757R-squared 0.113 0.111 0.109 0.110 0.110 0.154 0.105*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered by ountry × wave) in parentheses. OLS regressions. Datafrom World Values Survey. All regressions inlude year and ountry �xed e�ets. The support for the welfare state is measuredusing the following question: �I'd like you to tell me your views on various issues. How would you plae your views on this sale?
1 means you agree ompletely with the statement on the left; 10 means you agree ompletely with the statement on the right; andif your views fall somewhere in between, you an hoose any number in between. We need larger inome di�erenes as inentivesversus Inomes should be made more equal�. Trust is measured using the following question: �Generally speaking, would you saythat most people an be trusted or that you need to be very areful in dealing with people?� The variable equals 1 for �Most peoplean be trusted� and 0 for �Can't be too areful�. Variables labeled �Civism� equal 1 if the respondent answers �never justi�able�to the following question: �Please tell me for eah of the following statesments whether you think it an always be justi�ed, neverbe justi�ed, or something in between, using this ard�; variables equal 0 for all other answers. Statesments used are: �Claiminggovernment bene�ts to whih you are not entitled�; �Avoiding a fare on publi transport�; �Cheating on taxes when you have ahane�; �Someone aepting a bribe in the ourse of their duties�; �Throwing away litter in a publi plae�; �Buying stolen goods�.Other ovariates are desribed in the appendix. 25



Table 6: Relationship between the average pereived transpareny of the state and its e�ieny.Dependent variable: Standard of living of pensioners Standard of living of unemployed(1) (2) (3) (4) (5) (6) (7) (8)Most people an be trusted 0.409*** 0.283***(0.130) (0.097)Corruption pereptions index 0.295*** 0.182*(0.065) (0.088)Trust in the legal system 0.335*** 0.019(0.100) (0.103)Fairness of tax authorities 0.337** 0.220*(0.130) (0.107)Old age expenditure -0.248* -0.201 -0.320** -0.302**(0.130) (0.123) (0.135) (0.134)Dependene ratio (old) 0.102* 0.056 0.157*** 0.149***(0.055) (0.052) (0.040) (0.045)Unemployment expenditure 0.334*** 0.280** 0.449*** 0.371***(0.111) (0.115) (0.094) (0.100)Unemployment rate -0.160*** -0.142** -0.208*** -0.185***(0.035) (0.049) (0.044) (0.041)Observations 26,614 26,614 26,614 26,614 26,383 26,383 26,383 26,383R-squared 0.132 0.138 0.127 0.128 0.188 0.188 0.175 0.185Dependent variable: State of eduation State of health servies(9) (10) (11) (12) (13) (14) (15) (16)Most people an be trusted 0.726*** 0.426**(0.158) (0.155)Corruption pereptions index 0.310** 0.329***(0.125) (0.113)Trust in the legal system 0.641** 0.236(0.224) (0.184)Fairness of tax authorities 0.781*** 0.479***(0.157) (0.137)Eduation expenditure 0.054* 0.002 0.039 0.044*(0.030) (0.033) (0.032) (0.022)Dependene ratio (young) -0.018 -0.021 -0.056* -0.047***(0.036) (0.033) (0.029) (0.015)Health expenditure 0.089 -0.123 0.164 0.152(0.188) (0.233) (0.204) (0.171)Dependene ratio 0.076** 0.053 0.075** 0.071**(0.033) (0.034) (0.035) (0.029)Observations 27,308 26,020 27,308 27,308 26,668 26,668 26,668 26,668R-squared 0.118 0.080 0.081 0.132 0.087 0.098 0.063 0.095*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Data from European Soial Survey, round 4. All regressions inludeage, gender, eduation, inome, religiosity, politial orientation, marital status, employment status, and a onstant term. The standard of living of the pensioners (unemployed) is measuredusing the following question: �What do you think overall about the standard of living of pensioners (of people who are unemployed)?�. Answers range from 0, �Extremely bad�, to 10, �Extremelygood�. The state of eduation (health servies) is measured using the following question: �What you think overall about the state of eduation (health servies) in your ountry nowadays?�.Variables �Most people an be trusted�, �Trust in the legal system�, and �Fairness of tax authorities� are ountry averages of variables presented in tables 1, 3, and 4. The orruption pereptionsindex is from Transpareny International data. Old age, unemployment, eduation, and health expenditure are expressed in perentage of GDP using data from the OECD. Unemploymentrate and dependene ratios are from the World Development Indiators.
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Table 7: Relationship between the demand for redistribution by �rst and seond generationimmigrants and di�erent measures of trust in their residene ountry, ontrolling for supportfor the welfare state in their origin ountry.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Generation: First Seond First Seond First SeondMost people an be trusted 0.282** 0.398***in residene ountry (0.126) (0.108)Most people try to be fair 0.093 0.192*in residene ountry (0.105) (0.102)Most people try to be helpful 0.058 0.287**in residene ountry (0.081) (0.131)Support for the welfare state 0.302** 0.085 0.343** 0.266 0.354*** 0.248in origin ountry (0.131) (0.197) (0.136) (0.190) (0.124) (0.198)Observations 1476 1292 1476 1292 1476 1292R-squared 0.029 0.055 0.018 0.035 0.017 0.040*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. All regressions inlude age, gender, marital status, employment status, inome, and aonstant term. The support for the welfare state is measured using the following question: �Many soial bene�ts and servies arepaid by taxes. If the government had to hoose between inreasing taxes and spending more on soial bene�ts and servies, ordereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers range from 0, �Governmentshould derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government should inrease taxes a lotand spend muh more on soial bene�ts and servies�. Support for the welfare state in origin ountry is the ountry average of thisvariable in the respondent's origin ountry. Variables �most people an be trusted�, �most people try to be fair�, and �most peopletry to be helpful� are ountry average of variables presented in table 1.Table 8: Relationship between the demand for redistribution by �rst and seond generationimmigrants and di�erent measures of trust in institutions in their residene ountry, ontrollingfor support for the welfare state in their origin ountry.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Generation: First Seond First Seond First SeondTrust in the legal system 0.140 0.381***in residene ountry (0.101) (0.133)Trust in politiians 0.157 0.292**in residene ountry (0.136) (0.131)Trust in the parliament 0.186 0.294***in residene ountry (0.114) (0.088)Support for the welfare state 0.353** 0.102 0.350** 0.151 0.358*** 0.145in origin ountry (0.133) (0.221) (0.128) (0.175) (0.120) (0.178)Observations 1476 1292 1476 1292 1476 1292R-squared 0.022 0.056 0.023 0.047 0.027 0.051*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. All regressions inlude age, gender, marital status, employment status, inome, and aonstant term. The support for the welfare state is measured using the following question: �Many soial bene�ts and servies arepaid by taxes. If the government had to hoose between inreasing taxes and spending more on soial bene�ts and servies, ordereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers range from 0, �Governmentshould derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government should inrease taxes a lotand spend muh more on soial bene�ts and servies�. Support for the welfare state in rogin ountry is the ountry average of thisvariable in the respondent's origin ountry. Variables �trust in the legal system�, �trust in politiians�, and �trust in the parliament�are ountry average of variables presented in table 3. 27



Table 9: Relationship between the individual support for the welfare state by �rst and seondgeneration immigrants and the support for the welfare state in origin and residene ountries.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Generation: First Seond First Seond First SeondSupport for the welfare state 0.603*** -0.028 0.607*** 0.018in origin ountry (0.168) (0.268) (0.174) (0.297)Real GDP per apita 0.085 0.228 0.013 0.285in origin ountry (0.226) (0.408) (0.224) (0.419)Total soial expenditure 0.014 -0.014 0.016 -0.016in origin ountry (0.018) (0.037) (0.017) (0.036)Support for the welfare state 0.679** 0.520** 0.710** 0.420**in residene ountry (0.274) (0.206) (0.264) (0.196)Real GDP per apita -0.991** 0.447 -0.951** 0.731**in residene ountry (0.407) (0.343) (0.430) (0.341)Total soial expenditure -0.008 -0.051*** 0.001 -0.072***in residene ountry (0.016) (0.017) (0.017) (0.018)Residene ountry �xed e�ets Yes YesOrigin ountry �xed e�ets Yes YesObservations 785 873 785 873 785 873R-squared 0.070 0.063 0.100 0.083 0.096 0.076*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. All regressions inlude age, gender, marital status, employment status, inome, and aonstant term. The support for the welfare state is measured using the following question: �Many soial bene�ts and servies arepaid by taxes. If the government had to hoose between inreasing taxes and spending more on soial bene�ts and servies, ordereasing taxes and spending less on soial bene�ts and servies, whih should they do?�. Answers range from 0, �Governmentshould derease taxes a lot and spend muh less on soial bene�ts and servies�, to 10, �Government should inrease taxes a lotand spend muh more on soial bene�ts and servies�. Support for the welfare state in origin and residene ountries is the ountryaverage of this variable in the respondent's origin or residene ountry. Rel GDP per apita is the log of real GDP per apita. Totalsoial expenditure are expressed in perentage of GDP using data from the OECD.
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Table 10: Relationship between the support for the welfare state and trust, taking into aountthe pereption of suess.Dependent variable: support for the welfare state (1) (2)Trust 0.302*** 0.180***(0.070) (0.034)Luk -0.005 -0.008(0.014) (0.011)Country �xed e�ets YesObservations 89602 89602R-squared 0.046 0.110*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered by ountry × wave) in parentheses. OLS regressions. Datafrom World Values Survey. All regressions inlude age, gender, marital status, employment status, eduation, inome, religiosity,politial orientation, year �xed e�ets, and a onstant term. The support for the welfare state is measured using the followingquestion: �I'd like you to tell me your views on various issues. How would you plae your views on this sale? 1 means you agreeompletely with the statement on the left; 10 means you agree ompletely with the statement on the right; and if your views fallsomewhere in between, you an hoose any number in between. We need larger inome di�erenes as inentives versus Inomesshould be made more equal�. Trust is measured using the following question: �Generally speaking, would you say that most peoplean be trusted or that you need to be very areful in dealing with people?� The variable equals 1 for �Most people an be trusted�and 0 for �Can't be too areful�. Luk is the answer, on a sale from 1 to 10, to the following question: �How would you plaeyour views on this sale? 1 means you agree ompletely with the statement on the left; 10 means you agree ompletely with thestatement on the right; and if your views fall somewhere in between, you an hose any number in between. Hard work bringssuess.� On the sale, 1 is assoiated with �In the long run, hard work usually brings a better life�, and 10 is assoiated with�Hard work doesn�t generally bring suess - it�s more a matter of luk and onnetions�.
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Table 11: Relationship between the support for the welfare state and ivism, taking into aountthe pereption of suess.Dependent variable: support for the welfare state(1) (2) (3) (4) (5) (6)Luk -0.010 -0.005 -0.008 -0.007 -0.018 -0.015(0.011) (0.011) (0.011) (0.011) (0.022) (0.012)Civism (bene�ts) -0.166***(0.047)Civism (transport) -0.126***(0.046)Civism (taxes) -0.074(0.050)Civism (bribe) -0.062(0.045)Civism (litter) -0.415(0.179)Civism (stolen goods) -0.207***(0.058)Observations 87720 86528 89187 89319 3907 44638R-squared 0.110 0.113 0.109 0.109 0.079 0.111*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered by ountry × wave) in parentheses. OLS regressions. Datafrom World Values Survey. All regressions inlude age, gender, marital status, employment status, eduation, inome, religiosity,politial orientation, year �xed e�ets, ountry �xed e�ets, and a onstant term. The support for the welfare state is measuredusing the following question: �I'd like you to tell me your views on various issues. How would you plae your views on this sale?
1 means you agree ompletely with the statement on the left; 10 means you agree ompletely with the statement on the right; andif your views fall somewhere in between, you an hoose any number in between. We need larger inome di�erenes as inentivesversus Inomes should be made more equal�. Luk is the answer, on a sale from 1 to 10, to the following question: �How would youplae your views on this sale? 1 means you agree ompletely with the statement on the left; 10 means you agree ompletely withthe statement on the right; and if your views fall somewhere in between, you an hose any number in between. Hard work bringssuess.� On the sale, 1 is assoiated with �In the long run, hard work usually brings a better life�, and 10 is assoiated with�Hard work doesn�t generally bring suess - it�s more a matter of luk and onnetions�. Civism related variables are presentedin table 5.
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Table 12: Relationship between the support for the welfare state and di�erent measures oftrust, taking into aount di�erenes in eduation within the family.Dependent variable: support for the welfare state (1) (2) (3) (4) (5) (6)Most people an be trusted 0.074*** 0.072***(0.013) (0.013)Most people try to be fair 0.049*** 0.051***(0.013) (0.013)Most people try to be helpful 0.048*** 0.049***(0.013) (0.013)Eduation interated with father's eduation Yes Yes YesEduation interated with mother's eduation Yes Yes YesObservations 28776 29438 28694 29343 28750 29409R-squared 0.095 0.095 0.092 0.092 0.091 0.092*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered at the ountry level) in parentheses. OLS regressions. Datafrom European Soial Survey, round 4. All regressions inlude age, gender, marital status, employment status, inome, religiosity,politial orientation, ountry �xed e�ets and a onstant term. The support for the welfare state is measured using the followingquestion: �Many soial bene�ts and servies are paid by taxes. If the government had to hoose between inreasing taxes andspending more on soial bene�ts and servies, or dereasing taxes and spending less on soial bene�ts and servies, whih shouldthey do?�. Answers range from 0, �Government should derease taxes a lot and spend muh less on soial bene�ts and servies�,to 10, �Government should inrease taxes a lot and spend muh more on soial bene�ts and servies�. The variable �most peoplean be trusted� is the answer, on a sale from 0 to 10, to the following question: �Generally speaking, would you say that mostpeople an be trusted or that you need to be very areful in dealing with people?�. The variable �most people try to be fair� is theanswer, on a sale from 0 to 10, to the following question: �Do you think that most people would try to take advantage of you ifthey got a hane, or would they try to be fair?�. The variable �most people try to be helpful� is the answer, on a sale from 0 to
10, to the following question: �Would you say that most of the time people try to be helpful or that they are mostly looking out forthemselves?�. Interations terms are a set of dummy variables that represents all possible di�erenes between the respondent's andits parents eduation.
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Figure 1: Trust and publi soial expenditure in 2000.
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Most people can be trustedSoures: World Values Survey and OECD soial expenditure DataBase. Kernel-weighted loal polynomial smoothing.

Figure 2: Corruption Pereption Index and publi soial expenditure in 2000.
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Corruption Perceptions IndexSoures: Tranpareny International and OECD soial expenditure DataBase. Kernel-weighted loal polynomial smoothing.32



Figure 3: Trust and publi soial expenditure in 2000.
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Trust (fixed effects)Soures: World Values Survey (authors' alulation) and OECD soial expenditure DataBase.

Figure 4: Con�dene in institutions and publi soial expenditure in 2000.
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Confidence in institutions (fixed effects)Soures: World Values Survey (authors' alulation) and OECD soial expenditure DataBase.33



Figure 5: The relation between the share of ivi individuals and the sope of the welfare state.

11
20 αuncivic

1y0+b

y−t

α

Figure 6: Long run equilibrium with a minority of ivi individuals.
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Figure 7: Long run equilibrium with a majority of ivi individuals.
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Figure 8: Long run multiple equilibria.
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Appendix Table 13: Determinants of trust in others.Dependent variable: trustNorway Referene Age 0.002***(0.000)Australia -0.193*** Male -0.010*(0.030) (0.005)Austria -0.247*** Eduation 0.032***(0.016) (0.003)Belgium -0.281*** Inome 0.011***(0.013) (0.002)Canada -0.229*** Religiosity 0.009***(0.021) (0.001)Czeh Republi -0.304*** Politial orientation -0.008***(0.012) (0.002)Denmark -0.003 Married Referene(0.035)Finland -0.076** Separated / Divored -0.018**(0.034) (0.008)Frane -0.301*** Widowed -0.015(0.011) (0.011)Germany -0.239*** Never married 0.005(0.020) (0.007)Greee -0.314*** Employed Referene(0.008)Hungary -0.295*** Unemployed -0.059***(0.010) (0.011)Ireland -0.243*** In eduation 0.037*(0.016) (0.019)Italy -0.261*** Retired -0.052***(0.017) (0.009)Japan -0.228*** Other -0.028***(0.023) (0.009)South Korea -0.305***(0.013) Observations 58873Luxembourg -0.283*** Pseudo R-squared 0.113(0.011)Mexio -0.289***(0.025)Netherlands -0.141***(0.032)New Zealand -0.240***(0.023)Poland -0.309***(0.012)Slovak Republi -0.327***(0.009)Spain -0.240***(0.023)Sweden -0.062***(0.023)Switzerland -0.146**(0.059)Turkey -0.378***(0.016)United Kingdom -0.269***(0.014)United States -0.260***(0.021)*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered by ountry × wave) in parentheses. Marginal e�ets from theestimation of a probit model. Data from World Values Survey. The regression inludes year �xed e�ets. Trust is measured usingthe following question: �Generally speaking, would you say that most people an be trusted or that you need to be very areful indealing with people?� The variable equals 1 for �Most people an be trusted� and 0 for �Can't be too areful�. Other ovariates aredesribed in the appendix. 36



Table 14: Determinants of on�dene in institutions.Dependent variable: on�dene in institutionsNorway Referene Age 0.001(0.000)Australia -0.307*** Male -0.007(0.101) (0.013)Austria -0.263** Eduation 0.012**(0.103) (0.005)Belgium -0.516*** Inome 0.011***(0.103) (0.003)Canada -0.205** Religiosity 0.035***(0.100) (0.003)Czeh Republi -0.806*** Politial orientation 0.017***(0.101) (0.006)Denmark -0.075 Married Referene(0.102)Finland -0.065 Separated / Divored -0.071***(0.188) (0.013)Frane -0.420*** Widowed 0.015(0.103) (0.018)Germany -0.446*** Never married -0.023(0.104) (0.015)Greee -0.934*** Employed Referene(0.105)Hungary -0.463*** Unemployed -0.065***(0.100) (0.023)Ireland -0.372*** In eduation 0.072***(0.105) (0.022)Italy -0.555*** Retired 0.032*(0.145) (0.018)Japan -0.326*** Other 0.062**(0.109) (0.029)South Korea -0.241*** Constant -0.108(0.084) (0.190)Luxembourg -0.128(0.103) Observations 47666Mexio -0.597*** R-squared 0.104(0.108)Netherlands -0.385***(0.110)New Zealand -0.692***(0.106)Poland -0.683***(0.114)Slovak Republi -0.595***(0.104)Spain -0.315***(0.070)Sweden -0.050(0.102)Switzerland -0.150***(0.055)Turkey -0.139***(0.031)United Kingdom -0.312***(0.107)United States -0.396***(0.097)*** p<0.01, ** p<0.05, * p<0.1. Robust standard errors (lustered by ountry × wave) in parentheses. OLS regressions. Datafrom World Values Survey. The regression inludes year �xed e�ets. Con�dene in the institutions is the �rst prinipal omponentof answers to the three following questions: �I am going to name a number of organisations. For eah one, ould you tell me howmuh on�dene you have in them: is it a great deal of on�dene, quite a lot of on�dene, not very muh on�dene or none atall? The parliament. The ivil servies. The justie system.� For eah question, the answer an be either 1, �none at all�, 2, �notvery muh�, 3, �quite a lot�, or 4, �a great deal�. Other ovariates are desribed in the appendix.37



Table 15: De�nitions of ovariates from the European Soial Survey.Age Respondent's age in years.Gender Respondent's gender. Equals 1 for males, and 0 for females.Eduation Respondent's years of full-time eduation ompleted.Inome Respondent's inome deile. From 1 to 10.Religiosity Answer to the following question: �How religious are you?�. Answers rangefrom 0, �Not at all religious�, to 10, �Very religious�.Politial orientation Answer to the following question: �In politis people sometimes talk of "left"and "right". Using this ard, where would you plae yourself on this sale,where 0 means the left and 10 means the right?�. Answers range from 0,�Left�, to 10, �Right�.Marital status Respondent's marital status, oded using three dummy variables for �sepa-rated / divored�, �widowed�, and �never married�. �Married� is the refereneategory.Employment status Respondent's employment status, oded using �ve dummy variables for �un-employed�, �in eduation�, �disabled�, �retired�, and �other�. �Employed� isthe referene ategory.

Table 16: De�nitions of ovariates from the World Values Survey.Age Respondent's age in years.Gender Respondent's gender. Equals 1 for males, and 0 for females.Eduation Respondent's highest eduational level attained. The sale ranges from
1, �inadequately ompleted primary eduation�, to 8, �university with de-gree/higher eduation�.Inome Respondent's inome deile. From 1 to 10.Religiosity Answer to the following question: �Apart from weddings, funerals and hris-tenings, about how often do you attend religious servies these days?�. An-swers range from 0, �Never pratially never�, to 7, �More than one a week�.Politial orientation Answer to the following question: �In politial matters, people talk of "theleft" and "the right." How would you plae your views on this sale, generallyspeaking?�. Answers range from 0, �Left�, to 10, �Right�.Marital status Respondent's marital status, oded using three dummy variables for �sepa-rated / divored�, �widowed�, and �never married�. �Married� is the refereneategory.Employment status Respondent's employment status, oded using �ve dummy variables for �un-employed�, �in eduation�, �disabled�, �retired�, and �other�. �Employed� isthe referene ategory.
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Figure 9: Distributions of answers to iviness related questions.
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1 = Never justifiable ; 10 = Always justifiableSoure: World Values Survey.
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