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Efficient and Inefficient Welfare States

This paper shows that cross country differences in the generosity and the quality of the welfare state are associated with differences in the trustworthiness of their citizens. We show that generous, transparent and efficient welfare states in Scandinavian countries are based on the civicness of their citizens. In contrast, the generosity but low transparency of the Continental European welfare states survive thanks to the support of a large share of uncivic individuals who consider that it can be justifiable to misbehave with taxes and social benefits. We also explain why countries with an intermediate degree of trustworthiness of their citizens and of transparency of the government, like Anglo-Saxon countries, have small welfare states. Overall, this paper provides a rationale for the observed persistence of both efficient and inefficient welfare states, as a function of the civicness of the citizens.

Introduction

Why are welfare states so generous and transparent in Scandinavian countries? Why are Continental European welfare states as large as in Scandinavian countries, but perceived as much less transparent and e¢ cient by their citizens? Why do most Anglo-Saxon countries have relatively small welfare states? This paper shows that part of the answer to these questions can be explained by the cross country heterogeneity in trustworthiness that shapes the demand for redistribution and the e¢ ciency of the welfare states.

In a cross section of countries, we …rst show the existence of a non monotonous relationship between trust and the generosity of the welfare states in OECD countries. Figure 1 shows the relationship between the share of social expenditure in GDP and the country level of trust in 2000. [START_REF] Alesina | Fairness and redistribution[END_REF] The relation is …rst increasing for low trust countries, reaching a local maximum for countries with a relatively low level of trust like France, Belgium, Germany and Italy. The relation then becomes decreasing, reaching a local minimum for the Anglo-Saxon countries and Japan. Finally, the relationship starts increasing again with the country level of trust, reaching a peak for Scandinavian countries. Figure 2 shows a similar relationship between the transparency of the welfare state, measured with the corruption perception index, [START_REF] Alesina | Good Bye Lenin (or not?) The E¤ect of Communism on People's Preferences[END_REF] and the size of the welfare state.

These two …gures show that countries with low trust and low transparency of the government can have welfare states as large as countries with high trust and high transparency of the government. Moreover, countries with intermediate levels of trust and transparency of the government have relatively small welfare states. We show that this non monotonous relationship exists for various measures of the scope of the welfare state. This relationship also holds when one looks at the conditional levels of trust and transparency of the government, controlling for a large set of socio economic variables such as education, income, occupation, religiosity and political orientation. [START_REF] Alesina | Fairness and redistribution[END_REF] Social expenditure is de…ned as total social public expenditure in the OECD Social Expenditure Database. The variable trust is measured as the answer to the following question of the World Values Survey:"Generally speaking, would you say that most people can be trusted or that you need to be very careful in dealing with people? ". The answer can be either "Most people can be trusted ", which corresponds to the value 1, or"Can't be too careful ", corresponding to the value 0. [START_REF] Alesina | Good Bye Lenin (or not?) The E¤ect of Communism on People's Preferences[END_REF] The index comes from Transparency International. This index can take on values from zero for the most corrupt governments to 1 for the least corrupt. The original index which takes on values from zero to 10 has been rescaled to ease comparisons with the measure of generalized trust. We then rationalize the (non monotonous) relationship between trust and the scope of the welfare state. We begin by providing a simple political economy model which analyzes the relation between trust and the scope of the welfare state. The model comprises civic (or trustworthy) and uncivic individuals. Civic individuals cheat neither on taxes nor on social bene…ts and they behave properly when they serve as o¢ cials. Uncivic individuals cheat on taxes and on social bene…ts if this is in their own interest. They do not behave properly when they serve as o¢ cials. The model predicts that everybody wants more social bene…ts when he expects to be surrounded by more civic individuals, because there is less fraud on taxes and bene…ts and o¢ cials are more e¢ cient. However, uncivic individuals want more redistribution than civic individuals because they escape from taxes, but bene…t from public transfers. This implies that a rise in the share of civic individuals has two opposite e¤ects on the demand for the welfare state. On one hand, everybody wants more redistribution, expecting to be surrounded by more civic individuals. On the other hand, the demand for redistribution is reduced because there are fewer uncivic individuals asking for a high level of transfers. These two opposite e¤ects induce a non monotonic relationship between the share of trustworthy individuals and the size of the welfare state. It is possible to get a large, but ine¢ cient, welfare state in a society populated by numerous uncivic individuals who cheat on social bene…ts, escape from taxes and do not behave properly when they serve as o¢ cials. Conversely, the welfare state can be both large and e¢ cient only if the share of civic individuals is su¢ ciently great. The model thus explains why big welfare states can be supported in both low and high trust countries, but with very contrasting perceptions of their degree of transparency as shown in …gures 1 and 2.

We test the predictions of the model using individual international social surveys. The most immediate prediction is that the support for the welfare state is related to generalized trust and to trust toward government institutions. Using the European Social Survey (ESS) and the World Values Survey (WVS), we …nd that individuals who think that they are surrounded by more civic people exhibit stronger support for the welfare state. Trust in the parliament, in politicians, in the legal system and in the e¢ ciency and the equity of the tax authorities is also positively associated with support for the welfare state. We …nd that uncivic individuals, who declare that it can be justi…able to claim government bene…ts to which one is not entitled, to avoid a fare on public transport, or to throw away litter in a public place, support more generous social programs than civic individuals who declare that such behaviors are never justi…able. Finally, we show that the perceived quality of services provided by the welfare state is higher in countries where there is more generalized trust and more con…dence in government institutions. Strikingly, it turns out that increases in social expenditure do not improve the perceived quality of public education, public health, public pensions and unemployment insurance if they are not accompanied by improvements in the trustworthiness of citizens and of governments.

In order to highlight the thrust of our explanation of the scope of the welfare state, we compare the e¤ect of trustworthiness with the alternative traditional explanations of the support for the welfare state. The economic literature has so far put forward three main factors for explaining the cross country heterogeneity in the generosity of welfare states. Germans, even after controlling for economic incentives. Luttmer and Singhal (2010) document the e¤ect of culture on the demand for income redistribution by estimating the preferences of immigrants in European countries. Using the ESS database, they show that the preferences of immigrants correlate strongly with the demand for redistribution in their country of origin. We show in this paper that it is mainly the inherited cultural beliefs that matter for …rst generation immigrants. However, support for the welfare state of second generation immigrants is no more correlated to the support for the welfare state in their country of origin, but is strongly correlated with generalized trust and the trust in institutions prevailing in their residence country. This result, which is consistent with those of Alesina and Fuchs-Schündeln (2007) and Luttmer and Singal (2010), [START_REF] Alesina | Preferences for Redistribution[END_REF] suggests that the support for the welfare state is driven by beliefs about the behavior of compatriots that progressively adapt to the local context and by inherited cultural preferences. After about one generation, beliefs of immigrants about the behavior of compatriots and about the transparency of the welfare state are in line with those of natives of their country of residency.

Our contribution is related to at least three literatures. The …rst literature is that of political scientists who stress the existence of a positive and monotonous relationship between trust and the welfare state. For instance, Hetherington (1998, 2004) argues that declining political trust has played the central role in the demise of progressive public policy in the United States over the last several decades. Uslaner and Rothstein (2005) and Rothstein et al. (2010) argue that the scope of the welfare state in OECD countries is limited by trust toward "other people"and toward government institutions. According to these authors, the survival of large welfare states in the Scandinavian countries is explained by high social trust and high quality of government. The narrative of this idea can be traced back to at least Adam Smith, who stressed in The Wealth of Nations, "in those corrupted governments where there is at least a general suspicion of much unnecessary expense, and great misapplication of the public revenue, the laws which guard it are little respected." (Smith, 1976, p. 898). [START_REF] Alesina | Fighting Poverty in the US and Europe: AWorld of Di¤erence[END_REF] This explanation …ts well with the speci…c group of very high-trust countries. But it cannot account for the existence of fairly large welfare states in the OECD countries characterized by relatively low levels of trust, like France or Italy. Our paper is distinguished from this research in political science in at least two central ways. First, we document and provide a rationale for the existence of a non monotonous relationship between trust and the welfare state. Besides, we explain why large welfare states might be supported in both high-trust and low-trust countries, but are transparent and e¢ cient in the former group of countries only. Second, we propose a theory rationalizing the relationship between trust and the welfare state, and provide microevidence to identify the speci…c relationship running from trust to the demand for the welfare state.

The second literature is the economics of redistribution. The seminal economic explanations of the support for redistribution are based on the distribution of incomes before taxes and transfers (Alesina and Glaeser, 2004) and on the beliefs on income mobility (Piketty, 1995, Benabou and Ok, 2001, Alesina and La Ferrara, 2005). More recent be- Alesina and Glaeser, 2004) and of the desire to act in accordance with public values (Corneo and Gruner, 2002). A third literature looks at the role of political institutions and of the electoral system (Alesina et al., 2001, Persson and Tabellini, 2002) in shaping the welfare states. Our paper contributes to this literature by identifying trust as a new determinant. Besides, we show that trust plays a substantial role in explaining the demand for redistribution once we control for the main factors identi…ed in the economic literature so far.

The paper is organized as follows. Section 2 documents the cross country correlation between various measures of trust and the generosity of the welfare states. Section 3 presents the model to rationalize this relationship through a mechanism running from trustworthiness to the support for the welfare state. Section 4 tests the predictions of the model on individual data. Section 5 compares the role of trustworthiness with alternative beliefs and cultural preferences. Section 6 concludes.

Basic Facts

This section documents the non monotonous relationship between trust and the size of the welfare state. Figures 1 and2 in the introduction use the country average level of trust in others and in institutions. In this section, we …rst check the robustness of these relationships by using the conditional average level of trust, controlling for individual characteristics. We regress the various measures of trust on gender, age, education, income, occupation, family situation, religiosity and political orientation [START_REF] Alesina | Preferences for redistribution in the land of opportunities[END_REF] , and country …xed effects taking Norway as the reference country. Table 13 (reported in Appendix) shows the probit estimates for generalized level of trust, measured by this question from the World Values Survey: "Generally speaking, would you say that most people can be trusted or that you need to be very careful in dealing with people?". The answer is equal to 1 for "Most people can be trusted", and 0 for "Can't be too careful". Estimated coe¢ cients show that the country …xed e¤ects are the main factors driving the variation in trust across individuals living in di¤erent countries. [START_REF] Benabou | Social mobility and the demand for redistribution: the POUM hypothesis[END_REF] The country …xed e¤ects that measure the conditional average level of generalized trust are thus almost perfectly correlated with the simple country average measure (country …xed e¤ects explain 87 percent of the cross country variance of trust). We also look at the conditional average level of con…dence in institutions as a measure for the quality of institutions. From the World Values Survey, we use the questions on the level of con…dence in "The Parliament", "The Civil services "and "The Justice system". For each question, the answer ranges from 1 for "A great deal ", 2 for "quite a lot ", 3 for "not very much " to 4 for "none at all ". We reorder the answers so that a higher scores denote a higher level of con…dence in the institution.

We measure the index con…dence in institutions as the …rst principal component of the three questions. Table 14 (in Appendix) shows the OLS estimates of the index con…dence in institutions on individual characteristics and country …xed e¤ects. The country …xed e¤ects account once again for most of the cross country heterogeneity in the con…dence in institutions (68 percent).

Figures 3 and4 show the relationship between those conditional average measures of trust in others and trust in institutions, and the share of social spending in GDP. We …nd the same non monotonous relationship pattern as the one found in Figures 1 and2 with the simple country average level of trust.

We then document that this non monotonous relationship holds for alternative measures of the generosity of the welfare state. We …rst use the overall generosity score computed by Scruggs (2004). The generosity index summarizes the generosity of three social insurance programs: sickness, unemployment and pension. Calculations are based on an average productive worker. For each program and each country, a score is assigned following the program's characteristics (replacement rate, quali…cation conditions, duration, etc.) and coverage. The …nal index is computed as the sum of the three scores and re ‡ects increasing generosity of the system. Figures 5 and6 The next sections rationalize both theoretically and empirically these …ndings by identifying the relationship running from trust to the welfare state that transits through the demand for redistribution as a function of trust and civicness.

The model

This section presents a simple model which highlights the relations between generalized trust, trust toward government institutions and the scope of the welfare state.

The setup

There is a continuum of individuals of measure one and a government which levies taxes and provides social bene…ts. must pay a tax, denoted by t; to …nance bene…ts provided to those who produce nothing.

Productive individuals can hide their production with probability p: Civic individuals always declare their true level of production. Thus, they pay the required tax if they are productive and they claim bene…ts only if they are unproductive. Uncivic individuals able to hide their production never pay taxes and always claim bene…ts whatever their level of production.

Taxes are levied by o¢ cials. Every individual is working during the day and is an o¢ cial at night. To represent the fact that uncivic o¢ cials do not do their duty, we assume that only the share 2 [0; 1] of taxes is transformed into social bene…ts. The complementary share 1 is a deadweight loss. [START_REF] Clark | Upward Social Mobility, Well-being and;Political Preferences: Evidence from the BHPS[END_REF] This assumption allows us to account in a simple way for the fact that the share of uncivic o¢ cials is more likely to be higher when there are more uncivic individuals in the society as a whole. And, accordingly, that governments are less e¢ cient in countries where there are more uncivic individuals.

Let us describe the timing of events. First, individuals are born either civic or uncivic.

Second, individuals vote on bene…ts and taxes. Third, a share of individuals produce y and a share 1 produce nothing. Then, bene…ts and taxes are paid.

The support for the welfare state

Let us …rst look at the support for the welfare state of civic and uncivic individuals.

All individuals choose the tax and bene…ts that maximize their expected utility subject to the budget constraint of the government. The tax receipt of the government is made of the tax paid by the productive civic individuals and of the p (1 ) productive uncivic individuals whose production cannot be hidden. Since taxes managed by uncivic [START_REF] Clark | Upward Social Mobility, Well-being and;Political Preferences: Evidence from the BHPS[END_REF] Alternatively, it could be assumed that o¢ cials capture taxes. This leads to the same qualitative results (see the discussion below). It could also be assumed that the probability to hide production decreases with the share of civic o¢ cials to the extent that civic o¢ cials are more conscientious. This does not change the result that the relation between trust and the scope of the welfare state is not monotonous. Moreover, this assumption is questionable to the extent that uncivic o¢ cials who capture taxes may be as motivated as (and even more motivated than) civic o¢ cials to levy taxes. individuals are lost, the total amount of resources available to provide social bene…ts is equal to t [ + p( 1)] : Bene…ts are provided to the (1 ) unproductive individuals and to the (1 p)( 1) productive uncivic individuals who can claim bene…ts because their production can be hidden. Accordingly, the budget constraint is

t [ + p(1 )] = [(1 ) + (1 p)(1 )] b: (1) 
Civic individuals expect to get the income y t if they are productive and to get bene…ts b otherwise. They choose taxes and bene…ts which maximize ln(y t) + ( 1) ln(b)

subject to the budget constraint (1). The solution satis…es the budget constraint and the …rst order condition

b y t = [ + p(1 )] 1 + (1 ) (1 p)(1 ) civic (2) 
This equation shows that the demand for social insurance of civic individuals, measured by the ratio of bene…ts of unproductive individuals over the net income of productive individuals, increases with the share of civic individuals. At the limit, there is full insurance, i.e. b = y t, when everyone is civic ( = 1). Otherwise, there is partial insurance. When = 0; there is no social insurance.

Uncivic individuals choose taxes and bene…ts which maximize

[p ln(y t) + (1 p) ln(y + b)] + (1 ) ln(b)
subject to the budget constraint (1). The solution satis…es the budget constraint and b y t

= civic + b y + b 1 p p [ + p(1 )] 1 [ + p(1 )] : (3) 
It turns out that uncivic individuals want more redistribution than civic individuals because the ratio b=(y t) de…ned by equation ( 3) is larger than that de…ned by equation (2). Uncivic individuals want more redistribution for two reasons. First, they bene…t from public transfers more frequently than civic individuals since they claim bene…ts when their production can be hidden. Second, they do not bear all the burden of taxation since they escape from taxes when this is possible. [START_REF] Corneo | Individual Preferences for Political Redistribution[END_REF] It also appears that the support for the welfare state of uncivic individuals increases when the share of civic individuals is larger.

At this stage, the predictions of the model are that uncivic individuals want more redistribution than civic individuals and that all individuals want more redistribution when they expect to be surrounded by more civic individuals and by a more e¢ cient welfare state.

The outcome of the vote

Individuals vote on the level of taxes and bene…ts compatible with the budget constraint.

Since preferences are single peaked, we can assume that the outcome of the vote is de…ned Moreover, when the median voter is uncivic, the size of the welfare state is ine¢ ciently high to the extent that maximization of any convex combination of the utilities of civic and uncivic individuals yields a lower tax level than that decided by the median voter.

Empirical results

In this section, we seek to establish the main predictions of the model at the individual level. First, there is a positive relation between generalized trust and the perceived civicness of the fellow citizens on one hand, and the support for the welfare state on the other hand. Second, trust in government institutions is positively associated to the support for the welfare state. Third, less civic individuals want more redistribution. We seek to identify through these three predictions the causal impact of trust on the welfare state working through popular demand. Finally, we test the fourth prediction according to which welfare states are less e¢ cient in countries where there is low con…dence in government institutions.

Data

Most of the analysis is based on the fourth round of the European Social Survey which provides a speci…c module on attitudes towards the welfare state and was conducted in 2008 and 2009. We use 24 countries [START_REF] Dinesen | Parental transmission of trust or perceptions of institutional fairness? Explaining generalized trust of young non-Western immigrants in a hightrust society[END_REF] for which the variables we are interested in are available. This survey provides information about a large set of socioeconomic characteristics and beliefs. Our measure of the support for the welfare state relies on the answer to the following question: "Many social bene…ts and services are paid for by taxes. If the government had to choose between increasing taxes and spending more on social bene…ts and services, or decreasing taxes and spending less on social bene…ts and services, which should they do? ". Answers range from 0, "Government should decrease taxes a lot and spend much less on social bene…ts and services", to 10, "Government should increase taxes a lot and spend much more on social bene…ts and services". This scale clearly re ‡ects an increasing support for the welfare state. Its formulation has the advantage of stressing both the costs and the bene…ts of the welfare state. This question is also much more explicit regarding the demand for the welfare state than the ones related to the role of government in reducing inequalities, traditionally used in the literature (see Alesina and Giuliano, 2010). It should also be noticed that this question implicitly makes reference to the government of the country where the interview takes place. It is preceded by a series of questions about social bene…ts and tax authorities which make explicit reference to the country where people are interviewed.

Generalized trust and perceived behavior of compatriots

In table 1, we investigate the relationship between trust and the support for the welfare state. The dependent variable is the ESS question on the support for the welfare state.

In columns 1 and 2, the explanatory variable of interest is the level of trust measured by the question: "Generally speaking, would you say that most people can be trusted or that you need to be very careful in dealing with people? ". The variable ranges from 0 for "You can't be too careful" to 10 for "Most people can be trusted". We include controls for age, gender, education, income of the household, family status, employment status, political orientation and religiosity. Column 1 shows the results of the estimation without country …xed e¤ects while country …xed e¤ects are included in column 2. The coe¢ cient associated with trust is positive and signi…cant at the 1% level in both columns. The size of the coe¢ cient of trust is economically signi…cant. In column 2, the fact of claiming that "Most people can be trusted"rather than "You can't be too careful"is associated with an increase in the support for the welfare state which is …ve times larger than the demand for redistribution of the unemployed relative to employees. The coe¢ cient associated with political orientation shows that right wing individuals express less support for the welfare state. The coe¢ cients of trust and of political orientation have the same magnitude. This means that a one point move on the 0-10 distrust-trust scale is associated with the same change in the support for the welfare state as a one point move on the 0-10 left-right scale. It is worth noting that the coe¢ cient associated with the income of the household is negative, but not signi…cantly di¤erent from zero, suggesting that the support for the welfare state is not signi…cantly in ‡uenced by income. Education is positively correlated with the support for the welfare state, but the coe¢ cient associated with education is …ve times smaller than the coe¢ cient associated with trust.

The ESS also provides a large set of detailed questions about the trustworthiness and the perceived civicness of compatriots. In columns 3 and 4 of table 1 we use the general question on fairness of others: "Do you think that most people would try to take advantage of you if they got the chance, or would they try to be fair? ". The variable is equal to 0 if the respondent answered "Most people would try to take advantage of me"and 10 if it is answered"Most people would try to be fair". Columns 3 and 4 of table 1 show that we get similar results as before with this measure of trust. In columns 5 and 6 of table 1, we also look at a broad question on civicness: "Would you say that most of the time people try to be helpful or that they are 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". Table 1 shows that the perceived civicness of compatriots is positively associated with the demand for redistribution. The coe¢ cient is statistically signi…cant at 1%.

We then turn to more speci…c questions on the behavior of compatriots toward social bene…ts. The …rst question reads : "Many people manage to obtain bene…ts and services to which they are not entitled". The variable is equal to 1 if the respondent agrees strongly, 2 if he agrees, 3 if he neither agrees nor disagrees, 4 if he disagrees and 5 if he disagrees strongly. We include the same individual controls as before. Columns 1 and 2 of table 2 shows the results without country …xed e¤ect and with country …xed e¤ect respectively.

The belief in the way compatriots (mis)use social bene…ts is steadily associated with the individual demand for redistribution. The e¤ect is substantial: the fact of agreeing strongly rather that disagreeing strongly with the claim "Many people manage to obtain bene…ts and services to which they are not entitled"is associated with a reduction in the demand for redistribution which is twice as large as the gap between the demand for redistribution of unemployed workers and employees (column 2). The second question reads "Most unemployed people do not really try to …nd a job."The variable takes values ranging from 1 if the respondent agrees strongly to 5 if he disagrees strongly. Columns 3 and 4 of Table 2 show that the demand for redistribution is statistically signi…cant and positively associated with the fact of believing that unemployed workers make e¤orts to …nd a job. The third question reads "Employees often pretend they are sick in order to stay at home". The answer still ranges from 1 for strongly agree to 5 for strongly disagree.

Columns 5 and 6 of Table 2 show the same highly signi…cant relation between the beliefs in the e¤orts of employees and the demand for redistribution.

All these results show that there is a strong positive relation between perceived civicness of compatriots and the demand for redistribution. The support for the welfare state turns out to be particularly sensitive to beliefs in free riding on public transfers of compatriots.

Trust in government institutions

The model predicts that the second driving force of the demand for a generous welfare state is not just the level of trust in compatriots, but also the level of trust in government institutions. We exploit two sets of questions related to those beliefs.

First, respondents are asked "how much do you personally trust each of the institutions I read out. 0 means you do not trust an institution at all, and 10 means you have complete trust". We look at trust toward the parliament, politicians, and the legal system. Table 3 shows that there is a strong positive relation between trust toward these institutions and the demand for redistribution. The size of the coe¢ cient is economically very signi…cant.

The order of magnitude is the same as for generalized trust.

Second, there are two speci…c questions about tax authorities. One question is about the e¢ ciency of tax authorities: "How e¢ cient do you think the tax authorities are at things like handling queries on time, avoiding mistakes and preventing fraud? ". The answer ranges from 0 if the respondent considers that tax authorities are extremely in-e¢ cient in doing their job to 10 if tax authorities are considered as extremely e¢ cient.

The other question is about the equity of tax authorities: "Tell me whether you think the tax authorities in your country give special advantages to certain people or deal with everyone equally? ". The answer ranges from 0 if the respondent considers that tax authorities give special advantages to certain people to 10 if he believes that tax authorities deal with everyone equally. Table 4 shows that both beliefs in the e¢ ciency and beliefs in the equity of tax authorities are strongly positively associated with the demand for redistribution.

Civic spirit

Our model predicts that uncivic individuals want more redistribution than civic individuals because they escape from taxes and they abuse social bene…ts. The European Social Survey does not comprise the relevant information needed to analyze the relation between civic spirit and the demand for redistribution. Accordingly, we use the World

Values Survey, which allows us to measure civicness using the answer to the following question: "Please tell me for each of the following statements whether you think it can always be justi…ed, never be justi…ed, or something in between, using this card." We use answers to following statements: "Claiming government bene…ts to which you are not entitled"; "Avoiding a fare on public transport"; "Cheating on taxes when you have a chance"; "Someone accepting a bribe in the course of their duties"; "Throwing away litter in a public place"; "Buying stolen goods". The answers range from 1 for "never justi…able" to 10 for "always justi…able". As shown by …gure 13 in the appendix, a very large share of respondents answer "never justi…able" to those questions. Other answers are chosen by small and equally distributed shares of respondents. We thus distinguish two main types of individuals: those who claim that the behaviors described in the questions are "never justi…able" and those who say that they can be justi…able. Hence, for each question, we create a variable measuring civic spirit which 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 question close to that of the ESS: "I'd like you to tell me your views on various issues. How would you place your views on this scale?

1 means you agree completely with the statement on the left; 10 means you agree completely with the statement on the right; and if your views fall somewhere in between, you can choose any number in between. Incomes should be made more equal versus We need larger income di¤erences as incentives". We reverse the scale of the answers so that a higher score indicates a higher support for the welfare state. We check that the WVS yields the same positive relation between trust and the demand for redistribution as that obtained from 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 can be trusted or that you need to be very careful in dealing with people? ". The answer can take either the value 1 for "Most people can be trusted"or the value 0 for "Can't be too careful". the estimated coe¢ cient of civic spirit is negative and statistically signi…cant. This means that more civic individuals want less redistribution, as predicted by the model. In terms of magnitude, the estimated e¤ect of being civic on the support for the welfare state is as large (or even larger in some speci…cations) as the e¤ect of gender or as the e¤ect of being unemployed instead of employed.

E¢ ciency of welfare states

The model predicts that welfare states are less e¢ cient in countries where there is less generalized trust, less trust toward government institutions and less transparency of the government. We measure the e¢ ciency of the welfare state using information about the perceived quality of services provided by the welfare state. We use the following four questions of the ESS: 1) "What do you think overall about the standard of living of pensioners? "; 2) "What do you think overall about the standard of living of unemployed? ";

3)"What you think overall about the state of education ? "; 4)"What you think overall about the state of health services ? ". For all these questions, the answer ranges from 0 if the respondent chooses "extremely bad"to 10 if the respondent chooses "extremely good".

In table 6, we regress the answer to each of these questions on the average country levels of generalized trust, of trust toward government institutions and on the transparency of the government measured by the corruption perception index. Other explanatory variables include the share of social expenditure in GDP and individual characteristics (not reported here).

As shown by estimated coe¢ cients presented in table 6, generalized trust, trust in the legal system, trust in the fairness of tax authorities and the transparency of the government are positively and signi…cantly correlated with the perceived quality of services provided by the welfare state. By contrast, the share of total social expenditure in GDP is not correlated with the perceived quality of services provided by welfare states. These results mean that welfare states are more e¢ cient in countries with more trustworthy citizens and more trustworthy government. More strikingly, they also indicate that increases in public social expenditure do not improve the perceived quality of public education, public health, public pensions and unemployment insurance if they are not accompanied by improvements in trust or in the quality of government institutions.

Robustness checks

The previous section has shown that the support for the welfare state is strongly associated with generalized trust and trust toward government institutions. We have shown that these beliefs are substantial determinants of the support for the welfare state. We now investigate the robustness of this analysis to alternative explanations.

Culture or trust?

First, we explore whether the support for the welfare state is shaped by culture or by the actual institutional and social environment. Using the ESS database, Luttmer and Singhal (2010) show that the demand of immigrants for redistribution is correlated with the demand for distribution in their country of origin. Demand for redistribution would thus be ingrained in cultural preferences. To sort out the respective role of the current context, including the behavior of compatriots and the e¢ ciency of institutions, and culture, we focus on the support for the welfare state of immigrants in the ESS. The ESS comprises information about the country of residence, the country of birth, and the country of birth of the mother and of the father. This information allows us to identify …rst generation and second generation immigrants. We observe individuals from 28 di¤erent countries. They live in 24 countries.

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 country of residence and on the average demand for redistribution in their country of origin. [START_REF] Esping-Andersen | Social Foundations of Post Industrial Economies[END_REF] These two variables allow us to evaluate the relative weight of the beliefs in their country of origin and of the beliefs in their country of residence for explaining the individual demand for redistribution. The in ‡uence of the average demand for redistribution in their country of origin re ‡ects the in ‡uence of culture. The in ‡uence of beliefs in their country of residence re ‡ects the in ‡uence of the actual environment where immigrants are currently living.

Table 7 shows the results when we focus on the role of generalized trust in the country of residence. We …nd that for …rst generation immigrants, the demand for redistribution in the country of origin is correlated with the support for the welfare state in the country of residence. Trust in the country of residence is weakly correlated with the support for the welfare state of immigrants. It is thus mainly the inherited cultural beliefs that matters.

Yet when we turn to the demand of second generation immigrants for redistribution, only the local level of trust is statistically signi…cant. This result suggests that the support for the welfare state is driven by beliefs that adapt to the local context and by cultural preferences whose in ‡uence disappears for second generation immigrants.

Table 8 reports the estimates when we focus on the local level of trust in institutions.

We …nd similar results as before: the support for the welfare state of …rst generation immigrants is statistically signi…cantly correlated to the demand for redistribution in their country of origin but not to trust in institutions in their country of residence. However, for second generation immigrants, the correlation with the support for redistribution in the country of origin vanishes and the correlation with trust in institutions in their country of residence becomes signi…cant.

All in all, tables 7 and 8 suggest that individual support for the welfare state is shaped by inherited culture and by the current environment. Moreover, they suggest that the in ‡uence of culture disappears after one generation. and in the country of residence at 1 percent level of con…dence. Moreover, the coe¢ cient associated with the country of residence is more than twice as large as the coe¢ cient associated with the country of origin. Column 2 presents the result of the estimation of the same equation for second generation immigrants. Their support for the welfare state is not correlated with the support for the welfare state prevailing in their country of origin, but it is strongly correlated with that of their country of residence. In Columns 3 and 4, we run the same regressions for …rst and second generation immigrants respectively, where the right hand side comprises, in addition to individual controls and the average country of origin support for the welfare state, country of residence …xed e¤ects instead of average support for welfare state, GDP per capita and the share of social expenditure in GDP in the country of residence. The coe¢ cient associated with the support for the welfare state in the country of origin is not di¤erent from zero for either generation. In Columns 5 and 6, the right hand side comprises, in addition to individual controls and the average country of residence support for the welfare state, country of origin …xed e¤ects instead of average support for welfare state, GDP per capita and the share of social expenditure in GDP in the country of origin. The coe¢ cient associated with the average support for the welfare state in the country of residence is strongly signi…cant.

Trust or alternative beliefs?

Beliefs in the determinants of success and in social mobility have been shown to be strong determinants of the demand for redistribution. In this sub-section, we investigate whether the correlation between trust and the demand for redistribution persists when those alternative beliefs are taken into account.

Alesina and La Ferrara (2005) have shown that beliefs in the determinants of success in life are strongly correlated with the demand for redistribution. More precisely, the belief that success is more likely to be determined by luck than by e¤ort induces a higher demand for redistribution. On the contrary, people who think that they can climb the social ladder by their own hard work are more likely to demand less redistribution by the state. As the ESS does not include a question giving information about such beliefs, we use the WVS, as in table 5 where we investigated the relationship between civicness and the demand for redistribution. In table 10, the dependent variable is the individual support for the welfare state, measured with the answer to the question about the desired degree of income inequality. We measure the feeling that success is determined by hard work rather than by chance using the following question from the WVS: "Hard work brings success". Possible answers are on a scale 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 success -it's more a matter of luck and connections". In table 10, the two explanatory variables of interest are trust and the belief in chance as a determinant of success, which we call "luck ". Both speci…cations include individual control variables. In addition, country …xed e¤ects are included in column 2, but not in column 1. The estimated coe¢ cient of luck is not statistically signi…cant. In contrast, the estimated coe¢ cients of trust are very close to those presented in table 5. This result has two implications: …rst, it means that the e¤ect of trust on the support for the welfare state is robust when we control for the individual beliefs in the determinants of success; second, it means that the e¤ect of trust is much larger than the e¤ect of luck, which is found to be non-signi…cant.

In table 11, we replicate the same exercise using luck and our di¤erent measures of civicness as main explanatory variables. The di¤erent waves of the WVS including question about luck and civicness do not perfectly overlap. Hence, the number of observations is strongly reduced in some columns of table 11. The results of these regressions suggest two comments. First, once civicness is controlled for, luck has no e¤ect on the support for the welfare state. Indeed, luck is found to be non-signi…cant in all speci…cations. Second, despite the smaller size of the sample, the correlation between civicness and the support for the welfare state still holds when controlling for luck and for three out of our six measures of civicness.

Using British data, Clark and D'Angelo (2010) have shown that climbing the social ladder with respect to parents is also an indicator of social mobility associated with political preferences that re ‡ects weaker support for the welfare state. Such mobility can be observed using the di¤erence between the education of the respondent and the education of his parents. This measure of social mobility is likely to re ‡ect realized and expected increasing (or decreasing) social mobility. In line with this reasoning, if an individual has a higher level of education than his parents, then his demand for redistribution should be weaker. In table 12, we use the ESS and show that the correlation between trust and the support for the welfare state is still statistically signi…cant when mobility is taken into account. In order to capture social mobility, we construct dummy variables for each di¤erence between the level of education of the respondent and that of his parents. This speci…cation takes into account all the possible upward or downward mobilities. We measure education using a 7 item scale which ranges from "not completed primary education "to "second stage of tertiary ". The interaction between respondent's education and parents'education gives a set of 49 dummy variables. We replicate the same exercise using the education of the father and the education of the mother. In table 12, we alternatively include the two sets of social mobility measures in regressions of the support for the welfare state on the di¤erent measures of trust used in table 10. All speci…cations include individual control variables and country …xed e¤ects. The estimated coe¢ cients of the di¤erent measures of trust are similar when using either education of the mother or education of the father. Moreover, the estimated coe¢ cients are virtually identical to those estimated in table 10 using country …xed e¤ects. These results mean that the e¤ect of trust on the support for the welfare state persists when controlling for social mobility.

Conclusion

This paper shows that the scope of welfare states is associated with trust in a non trivial Table 9: Relationship between the individual support for the welfare state and the support for the welfare state in the country of origin and in the country of residence. First and second generation immigrants. Table 10: Relationship between the demand for redistribution and trust. Robustness check using the perception of success. Individual observations from the WVS. Table 11: Relationship between the demand for redistribution and trust. Robustness check using the perception of succes. Individual observations from the WVS. 
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 2 Figure 2: Corruption Perception Index and public social expenditure in 2000. Source: Tranparency International and OECD social expenditure DataBase.

  The …rst one is based on traditional economic determinants. In a seminal paper, Alesina et al.(2001) show that economic characteristics such as the distribution and variance of income fall short of explaining the heterogeneity in the demand for redistribution. We elaborate further by showing that trust has a much more substantial in ‡uence on the demand for redistribution than basic economic variables such as individual income. The second explanation proposed by the literature points in the direction of beliefs di¤erent from trust. In particular, Alesina et al. (2001), Alesina and Angeletos (2008), Alesina and Sapienza (2010), Luttens and Valfort (2011) have shown that the demand for redistribution is linked to beliefs in fairness, beliefs in merit and e¤ort (as opposed to luck) to explain individual success, or parochial altruism. We show that none of those beliefs has an e¤ect as substantial as trust on the individual demand for redistribution. A third trend of this literature explains systematic di¤erences in the demand for redistribution by cultural preferences. In particular, Alesina and Fuchs-Schündeln (2007) …nd that, after German reuni…cation, East Germans are more in favor of redistribution than West

  havioral explanations have put to the fore the role of fairness (Corneo and Gruner, 2002, Alesina and Angeletos, 2005, Luttens and Valfort, 2011) and reciprocal altruism (Fong, 2001, Fong et al. 2006, ), of inherited preference ingrained in past historical experience (Corneo and Gruner, 2002, Alesina and Fuchs-Schündeln, 2007, Luttmer and Singhal, 2010, Alesina and Giuliano, 2010), of ethnic fragmentation and group loyalty (Luttmer 2001,

  represent the relationship between the overall generosity score in 2000 and the conditional average measures of trust in others and con…dence in institutions. According to …gure 5, countries with relatively low levels of trust, like Belgium and France, as well as countries with high levels of trust, like Sweden, Denmark, Finland and Norway, have generous welfare states. Countries with intermediate levels of trust have less generous welfare states. Figure 6 shows the same relationship pattern between the conditional level of con…dence in institutions and the Scruggs index of welfare generosity. The size of the welfare state is minimum for countries with intermediate levels of con…dence in institutions, like the United States and the United Kingdom.

Figures 7

 7 Figures 7 to 11 show the association between tax wedges for single individuals or couples and the conditional average level of trust in others and in institutions. These …gures con…rm the non monotonous relation between the scope of the welfare state and the various indicators of trust.These basic facts raise two main issues. First, how can we explain the non monotonous relationship between the size of the welfare state and the level of trust? Second, how can large welfare states survive despite the heterogeneity in their degree of transparency and e¢ ciency?
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 3 Figure 3: Trust and public social expenditure in 2000. Source: World Values Survey (authors'calculation) and OECD social expenditure DataBase.

  Every individual is either civic or uncivic. The share of civic individuals is denoted by : Civic individuals pay taxes and only claim bene…ts to which they are entilted. Uncivic individuals are purely opportunistic: they cheat on taxes and bene…ts when this is worthwhile. All individuals have the same preferences over consumption, which are Confidence in institutions (fixed effects) Kernel-weighted local polynomial smoothing
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 4 Figure 4: Con…dence in institutions and public social expenditure in 2000. Source: World Values Survey (authors'calculation) and OECD social expenditure DataBase.
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 5 Figure 5: Trust and overall generosity score in 2000. Source: World Values Survey (authors'calculation) and Welfare State Entitlements Dataset.
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 6 Figure 6: Con…dence in institutions and overall generosity score in 2000. Source: World Values Survey (authors'calculation) and Welfare State Entitlements Dataset.

Figure 7 :

 7 Figure 7: Trust and average tax wedge for single individuals in 2000. Source: World Values Survey (authors'calculation) and OECD Taxing Wages Statistics.
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 8 Figure 8: Trust and average tax wedge for couples in 2000. Source: World Values Survey (authors'calculation) and OECD Taxing Wages Statistics.
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 9 Figure 9: Con…dence in institutions and average tax wedge for couples in 2000. Source: World Values Survey (authors'calculation) and OECD Taxing Wages Statistics.
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 10111 Figure 10: Con…dence in institutions and average tax wedge for couples in 2000. Source: World Values Survey (authors'calculation) and OECD Taxing Wages Statistics.

  by the median voter. Thus, taxes are determined by uncivic individuals if the share of civic individuals is smaller than 1=2 and by civic individuals otherwise. The outcome is represented on …gure 12. It shows that the relation between the share of civic individuals and the level of social insurance is not monotonic because the support for the welfare state of uncivic individuals is greater than that of civic individuals. It is possible to have large welfare states supported by a majority of uncivic individuals who cheat on taxes and bene…ts. This can explain why countries with a large share of uncivic individuals and weakly e¢ cient government, like Italy, France and Belgium, can have welfare states as large as civic countries like the Scandinavian countries.

1 Figure 12 :

 112 Figure 12: The relation between the share of civic individuals and the scope of the welfare state.
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  way. Large and ine¢ cient wefare states survive thanks to the support of a majority of uncivic individuals. The creation of large and e¢ cient welfare states needs a large majority of civic citizens.These …ndings suggest that the large welfare states of Continental European countries are ine¢ ciently large. Our results show that increases in public expenditure do not improve the perceived quality of public education, public health, public pensions and unemployment insurance if they are not accompanied by improvements in the reliability of government institutions. However, improvements in the reliability of government institutions and in the trustworthiness of citizens are associated with better quality of services provided by the welfare state. This suggests that the priority of political reforms in Continental European countries should be to improve pro-social behavior of citizens and the transparency of government institutions rather than merely increasing social expenditure. D e p e n d e nt va ria b le : su p p o rt fo r th e w e lfa re sta te p e o p le try to b e h e lp fu l 0 d R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e S e p a ra te d / D ivo rc e d -0 loye d R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e p <0 .0 1 , * * p <0 .0 5 , * p <0 .1 R o b u st sta n d a rd e rro rs c lu ste re d a t th e c o u ntry le ve l in p a re nth e se s

M a ny p e o p le m a n a g e to o b ta in b e n eU

  se rv ic e s to w h ich th e y a re n o t e ntitle d (u n e m p loye d p e o p le d o n o t re a lly try 0 loye e s o fte n p re te n d th e y a re sick in 0 d R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e S e p a ra te d / D ivo rc e d -0 loye d R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e R e fe re n c e p <0 .0 1 , * * p <0 .0 5 , * p <0 .1 R o b u st sta n d a rd e rro rs c lu ste re d a t th e c o u ntry le ve l in p a re nth e se s Table 2: Relationship between the support for the welfare state and perceived civicness. Individual observations from ESS round 4. D e p e n d e nt va ria b le : su p p o rt fo r th e w e lfa re sta te (1 )
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 13 Figure 13: Distribution of answers to civicness related questions. Source: World Values Survey.

  Figure 1: Trust and public social expenditure in 2000. Source: World Values Survey and OECD social expenditure DataBase.
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  [START_REF] Dinesen | When in Rome, Do as the Romans Do: The Acculturation of Generalized Trust among Immigrants in Western Europe[END_REF] Column 1 of table5shows a positive and statistically signi…cant relationship between generalized trust and the support for the welfare state as measured by the question of the WVS. The relation between civic spirit and the support for the welfare state is displayed in columns 2 to 7 of table 5. The explanatory variable of interest is civic spirit. All speci…cations include country …xed e¤ects and time …xed e¤ects for the year of interview. For all statements,

Table 9

 9 con…rms this …nding by showing that the individual demand for redistribution is in line with the local average demand for redistribution and with the average demand for redistribution in the country of origin for …rst generation immigrants. The …rst column of table9presents the estimation of a regression where the left-hand side variable is the support for the welfare state of …rst generation immigrants measured by the answer to the question of the ESS, and where the right hand side comprises individual controls for age, education and employment status. The right hand side also comprises the average support for the welfare state, GDP per capita in 2000 and the share of social expenditure in GDP in 2000 in the country of origin and in the country of residence. It appears that the support for the welfare state of …rst generation immigrants is correlated with the average support for the welfare state in the country of origin at 10 percent level of con…dence

Table 1 :

 1 Relationship between the support for the welfare state and di¤erent measures of trust. Individual observations from ESS round 4. D e p e n d e nt va ria b le : su p p o rt fo r th e w e lfa re sta te

	(1 )

Table 5 :

 5 Relationship between the support for the welfare state and civism, measured using di¤erent propensities that some behaviors are unjusti…able. Individual observations from the WVS.

	D e p e n d e nt va ria b le :	S ta n d a rd o f liv in g o f p e n sio n e rs			S ta n d a rd o f liv in g o f u n e m p loye d
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Table 7 :

 7 Relationship between the demand for redistribution and di¤erent measures of trust, controlling for the demand for redistribution in origin country. First and second generation immigrants.

Table 8 :

 8 Relationship between the demand for redistribution and di¤erent measures of trust in institutions, controlling for the demand for redistribution in origin country. First and second generation immigrants.

	D e p e n d e nt va ria b le : su p p o rt fo r th e w e lfa re sta te				
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Table 12 :

 12 Relationship between the demand for redistribution and di¤erent measures of trust. Robustness check with the education of parents. Individual observations from ESS round 4.

It is also consistent with those of[START_REF] Nannestad | Bridge Over Troubled Water? Migration and Social Capital[END_REF], Dinesen and Hooghe (2010) and Dinesen (2011) who …nd that both parental transmission of trust as well as perceptions of institutional fairness matter for the level of trust of young immigrants, but the impact of perceptions of institutional fairness is stronger.

In the same book Smith noticed that taxes were easy to levy in Hamburg because in places "where the people have entire con…dence in their magistrates, are convinced of the necessity of the tax for the support of the state, and believe that it will be faithfully applied to that purpose, such conscientious and voluntary payment may sometimes be expected"(Smith, 1976, p. 850). See Evinsky (2005) for a thorough discussion.

Education is the highest educational level attained, classi…ed in 8 levels. Income is de…ned on a scale that comprises 10 levels. Occupation comprises the following categories: employed, unemployed, in education, retired and others. Family situation can be married, separated/divorced, widowed, never married. Religiosity provides information about the frequency of attendance at religious service, going from never to more than once a week, classi…ed in 8 levels of frequency. Political orientation corresponds to the answer to the following question: "In political matters, people talk of the left and the right. How would you place your views on this scale (going from one for left to 10 for right), generally speaking?".

Portugal is missing because of the lack of information on income and education in the WVS for this country.

Uncivic individuals would have a third reason to prefer higher taxes and bene…ts than civic individuals if uncivic individuals captured taxes when they are o¢ cials.

Belgium, Croatia, Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, Israel, Latvia, Netherlands, Norway, Poland, Portugal, Romania, Russia, Slovenia, Spain, Sweden, Switzerland, Turkey, Ukraine, United Kingdom.

In the ESS, the respondents choose an answer on a scale going from 0 for "You can't be too careful " to 10 for"Most people can be trusted ".

For second generation immigrants, the average demand for redistribution in the country of origin is equal to the average demand for redistribution in the countries of birth of parents. If parents are born in di¤erent countries, we take the average of the two countries.