~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Kocher, Martin G.

Working Paper
How Trust in Social Dilemmas Evolves with Age

CESifo Working Paper, No. 5447

Provided in Cooperation with:
Ifo Institute - Leibniz Institute for Economic Research at the University of Munich

Suggested Citation: Kocher, Martin G. (2015) : How Trust in Social Dilemmas Evolves with Age, CESifo
Working Paper, No. 5447, Center for Economic Studies and ifo Institute (CESifo), Munich

This Version is available at:
https://hdl.handle.net/10419/113777

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/113777
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

The international platform of Ludwig-Maximilians University’s Center for Economic Studies and the Ifo Institute

CESifo Working Papers

www.cesifo.org/wp

How Trust in Social Dilemmas Evolves with Age

Martin G. Kocher

CESIFO WORKING PAPER NO. 5447

CATEGORY 13: BEHAVIOURAL ECONOMICS
JuLy 2015

An electronic version of the paper may be downloaded

o from the SSRN website: www.SSRN.com
o from the RePEc website: www.RePEc.org
o from the CESifo website: www.CESifo-group.org/wp

ISSN 2364-1428

CESifo

Center for Economic Studies & Ifo Institute


http://www.ssrn.com/
http://www.repec.org/
http://www.cesifo-group.de/

CESifo Working Paper No. 5447

How Trust in Social Dilemmas Evolves with Age

Abstract

While trust and trustworthiness provide a fundamental foundation for human relationships, little
is known about how trusting and trustworthy behavior in social dilemmas is related to age and
aging. A few papers use data from surveys such as the World Values Survey to address a
potential connection between trust and age. In this chapter, we will mainly focus on trusting and
trustworthy behavior elicited with the use of the seminal trust game (Berg et al., 1995) and with
games implementing a similar incentivized interaction structure. The results suggest that trust
and trustworthiness increase with young age until adolescence. Trustworthiness reaches the
level of adults at an earlier age (at around 15-16 years of age) than trusting behavior (around
adulthood). Survey results differ from incentivized experiments when it comes to a potential
development of trust in adulthood. The former indicate a steady rise in trust levels at a small rate
when becoming older, whereas the latter show a decline, starting at an age of about 60 years.
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1. Introduction

While the importance of trust and trustworthiness in human interaction has been stressed repeatedly in
the scholarly literature in the social sciences and in biology, there is still surprisingly little
understanding of some of the determinants of trust. How is trust related to experience of
trustworthiness? How can trust be repaired after an incidence of breaching trust? To what extent does
trust depend on observable characteristics or stereotypes?

In the following, we focus on an aspect of trust that has long been neglected by economists: the
relationship between trusting as well as trustworthy behavior in social dilemmas and age.' As an
observable characteristic, the impact of age on trust and trustworthiness has many real-world
implications. For instance, understanding age as a potential determinant of trust among children and
adolescents might help develop school curricula and learning environments for children that are
conducive to establishing trusting and cooperative relationships among themselves. Comparing trust
and trustworthiness of parents and their children in different family situations could be useful in
disentangling different intergenerational transmission mechanisms of trust and cooperation. Looking
at trust between generations and at a possible drop in trust at old age should provide insights into
potential problems associated with an aging society. And finally, understanding the evolution of trust
and trustworthiness could be helpful in providing indications on how to repair trust after incidences of
trust loss.

Trust and trustworthiness are key determinants of economic success measured both at the
micro-level and at the macro-level. Almost any economic transaction at the micro-level requires trust,
trustworthiness and cooperation. Since contracts can never specify all contingencies of an economic
exchange — no matter how detailed they are — there is always a required minimum level of trust and
trustworthiness to make economic interactions happen, and very often the required level is quite
profound, also in high-stakes environments. At the macro-level, aggregate trust in a region or a
country have shown to be positively correlated with economic outcomes such as GDP (LaPorta et al.,
1997), growth (Knack and Keefer, 1997; Zak and Knack, 2001), inflation rates (LaPorta et al., 1997),
or, for instance, the volume of trade between countries (Guiso et al., 2009).

There are several definitions of trust, but recent research in economics usually refers to
Coleman (1990), whose characterization of trust is often slightly adapted and relates to a two-person
interaction. In the following, we see trust as the voluntary placement of resources or decision making
power in the hands of another party (the trustee) without legal commitment or informal retaliatory
options (such as punishment) by a trustor (or investor). To make the setup interesting, trust must
potentially bear the expectation to be better off by trusting than by not trusting if the trustee is
trustworthy. In other words, the interaction between the trustor and the trustee entails a potential

efficiency gain that leaves the trustor better off if the trustee is trustworthy and worse off if not. Trust

! For an early literature overview in psychology see Bernath and Feshbach (1995).



thus means that the trustor makes him- or herself vulnerable to the decisions of the trustee (Rousseau
et al., 1998). Given the richness of the definition, it is difficult to directly link trusting and trustworthy
behavior to underlying (economic) preferences and beliefs (expectations).

Trust is obviously related to cooperation in social dilemmas (see Géchter et al., 2004), since
cooperation often requires trust in the cooperation of others. Social dilemmas are a more general class
of situations. They characterize (potentially multi-person) interactions that entail a trade-off between
individual rationality and collective rationality. If everyone cooperates or trusts, everyone is better off
than otherwise. However, there is the temptation to unilaterally deviate from trusting or cooperating,
which leads to an exploitation of others and an even higher payoff for the deviating individual. If
everybody deviates, everybody is worse off.

Trust, trustworthiness and cooperative inclinations have been measured in many ways in
experimental studies and in empirical studies based on field data. The experimental literature started
with the famous prisoner’s dilemma game (Poundstone, 1992), followed by different versions of the
public goods game (Ledyard, 1995). Some decades later the gift-exchange game (Fehr et al., 1993)
and, in particular, the trust (or investment) game (Berg et al., 1995) provided experimental workhorses
that allowed studying trust and trustworthiness more directly. Concurrently, large-scale international
surveys and panels enabled economists and other social scientists to conduct studies on trust and
trustworthiness for international comparisons.

The rest of the paper is organized as follows: Section 2 starts with a discussion of common
methodological challenges when assessing the relationship between trust as well as trustworthiness
and age. In section 3 of this chapter, we discuss the main empirical findings of non-incentivized
survey measures of trust and trustworthiness that take age as a determinant of trust into account.
Section 4 looks at survey panels and online studies using partly incentivized methods to study the
evolution of trust and trustworthiness with age, and in section 5, we survey the experimental literature,
mainly focusing on the seminal trust game, including small variations that have been applied in the
laboratory or in the field. Section 6 discusses potential underlying mechanisms that could explain
developments of trust and trustworthiness with age. Section 7 concludes the paper and lists remaining

open puzzles, blind spots in the literature, and avenues for future research.

2. Common challenges when studying trust and age

Eliciting trust and trustworthiness seems straightforward to most researches in the social sciences. The
bulk of the literature nowadays uses either a variant of the World Values Survey or a variant of the
trust game (Berg et al., 1995). In the following, the two methods are introduced very briefly and
common methodological challenges when studying trust and trustworthiness in combination with age

as an independent variable are discussed.



2.1  Two often applied methods to elicit trust and trustworthiness

The World Values Survey (WVS)? contains two types of non-incentivized questions related to trust, a
binary one and a set of ones on a four-point scale. The binary question used for more than 30 years
reads “Generally speaking, would you say that most people can be trusted or that you need to be very
careful in dealing with people?”, with answers “Most people can be trusted” and “Need to be very
careful”. The questions on the four-point scale are asked in relationship to specific groups: “I‘d like to
ask you how much you trust people from various groups. Could you tell me for each whether you trust
people from this group completely, somewhat, not very much or not at all? Your family [Your
neighborhood; People you know personally; People you meet for the first time; People of another
religion; People of another nationality].” The answers are rated on the following categories: “Trust
completely”, Trust somewhat”, “Do not trust very much”, and “Do not trust at all”. These questions
exist for three waves of the survey. More questions have been added (e.g., “Now could you tell me
whether you agree strongly, agree a little, neither agree nor disagree, disagree a little or disagree
strongly with each of the following statements?: | see myself as someone who is generally trusting.”),
but they are not consistently used in the waves or exist only since recently. Researchers have used the
answers to these and similar questions related to trust and trustworthiness extensively in scientific
studies. Interestingly, cooperation in social dilemmas as a general concept has not been researched
much based on survey questions, probably because it is more complicated to explain the incentives in
a social dilemma within one survey question, and “cooperation” is more difficult to discuss in the
abstract, without a specific situation in mind.

When it comes to incentivized elicitation methods of trust and trustworthiness, the trust game
introduced by Berg et al. (1995) is the most commonly used paradigm nowadays. It is a two-player,
two-stage bargaining game, and it is usually incentivized monetarily. Both the trustor and the trustee
have the same initial endowment X > 0. The trustor can send a positive amount x < X to the trustee.
The trustee receives n*x (with n = 3, usually) and can return any amount y, with 0 <y < nx. The final
payoff for the trustor is X — x +y, and for the trustee it is X + nx —y. The decision of the trustor is
interpreted as a measure of trust, whereas the decision of the trustee (dependent on the trust level) is
interpreted as a measure of trustworthiness or reciprocity. Indeed, as will be discussed in greater detail
in section 6, there might be many underlying motives or preferences that would explain the behavior
of the two decision makers without alluding to trust and trustworthiness. Examples are efficiency
preferences, specific forms of inequality aversion, or altruism.

In the following, we will discuss a set of methodological challenges when measuring trust and
trustworthiness across different age groups. Most of these challenges apply to both non-incentivized
survey measures and incentivized experiments based on interaction. One important aspect to note in

general is that age is, obviously, never an exogenous variable. Even in experiments it is impossible to
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assign age randomly to experimental participants (although age perception can be influenced by the
use of experimental methods to a certain extent (Bargh et al., 1996; Doyen et al., 2012 (failed
replication))). Hence, there is no direct causal inference, and differences in behavior across different
age groups could potentially stem from other variables that have been omitted or that have not been
properly controlled for (for instance, differences in cognitive abilities). As a consequence,
methodological aspects and the details of the elicitation procedure become even more important when
studying age differences in trust and trustworthiness than they are when assessing concepts that can be

exogenously varied.

2.2 Sample selection issues
Sample selection is a particular concern in studies that compare behavior of different groups. Imagine
that one wants to study levels of trust and trustworthiness of children, adolescents, and adults; i.e. one
aims to characterize trust and trustworthiness over the whole life span, only excluding very young
children. Apart from representative samples that are very expensive, it is difficult to balance the
sample across different age groups. The problem is particularly severe with younger children, for who
sample selection criteria have to be partly based on their parents’ or household characteristics. If one
conducts experiments in kindergartens and schools, which is often the method of choice for practical
reasons, it is obviously important that different kindergarten and school types are comparable and that
there is no systematic selection of certain students into certain institutions, for instance, with regard to
gender (which, however, can be controlled for) or with regard to the propensity of attending specific
school types or pursuing specific educational careers later on. If sample selection is not properly
controlled for, age differences in the levels of trust and trustworthiness cannot be ascribed to the

variable age; they could also be a consequence of the sample selection.

2.3 Procedures of elicitation

One of the most daunting tasks for the researcher is the choice of proper stimuli and appropriate
guestions. Obviously, an average eight-year old kid has a different level of comprehension and
cognitive ability than an adult experimental participant. In a survey-based elicitation, the questions to
be asked would potentially have to be age-adjusted, creating possible confounds of age and a change
in the elicitation method.

Using incentivized experiments also requires comparable stimuli across different age groups.
The description of the trust game has to be as similar as possible across different age groups, without
sounding weird or ill-adapted for specific groups. For instance, a description of the trust game suitable
for a six-year-old kid might sound very odd to an 18-year old student. A compromise between the two
objectives is sometimes difficult. One potential workaround, at least to a certain extent, is the use of
comprehension questions after the experimental instructions, but before the start of the experiment that

give an impression of the level of understanding of the experimental instructions by different age
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groups and that allow the potential exclusion of participants from the analysis based on
comprehension. Again, sample selection could become an issue if the number of excluded

observations is larger in certain age groups than in others.

2.4  Comparability of incentives and reward media

While non-incentivized questionnaires usually only care for the incentives to participate and to take
the survey seriously, incentivized experiments have to be more careful when it comes to the question
of how to use incentives and how to make them comparable across different groups.® Even though,
surprisingly, there is not much hard evidence from the laboratory on differences in behavior in simple
games that are fully incentivized and those that are not, most economists think that it is important to
incentivize the trust game and not to use it as a hypothetical scenario in order to reduce the influence
of social desirability. Potentially, the choice of incentives versus no incentives has differential effects
on different age levels, but again, we are not aware of systematic empirical evidence on this question.

The first choice to be taken is the choice of reward medium. For various reasons monetary
incentives is the best available choice. There are no serious issues of valuation and comparability.
Even young children have a clear understanding of money as a concept and are able to assess
monetary amounts, starting at an age of around seven years. For younger children, it is obviously
necessary to use alternative reward media, and the best choice here is to use tokens that can be
exchanged for a choice out of a set of about equally-valued small toys. The more tokens one possesses
after the interaction, the more toys can be chosen. This basically creates a currency in its own right
that is easy to understand for younger kids and can be used starting at an age of about four years, as
long as absolute numbers involved in the “currency” exchange remain small.

Comparability of stakes across different age groups is supposedly the most difficult problem.
Some studies use average weekly allowances of children from their parents as a proxy for different
levels of purchasing power, but allowances are usually very hard to compare because they include
different required expenses for different age groups in childhood (e.g., older kids might be asked to
buy lunches from their allowances, whereas younger kids are not). Comparability with wages or
income of adults is even harder to achieve.

Interestingly, the exact stake size above a certain minimum does not seem to play an important
role in many interactions. While some studies report stake size effects in simple games, usually they
are small and do not affect decisions profoundly (see, for instance, Camerer, 2003; Kocher et al., 2008;
Fehr et al., 2014). However, most of the empirical results on stake size effects are based on a
comparison between standard experimental stakes and higher stakes. There is much less evidence for

potential differences in behavior between low stakes versus standard stakes, because experiments in

% An obvious example in the literature for the relevance of comparability of incentives is the comparison of trust and
trustworthiness in students and CEOs (Fehr and List, 2004).



the economics literature usually provide incentives that are at least as high as the opportunity costs of
experimental participants.

In Sutter and Kocher (2007), we look at different stake levels for students to be able to exclude
that differences in trust and trustworthiness between younger kids and students are driven by stake size
effects, using also comparatively very small stakes for students in some of the experimental sessions.
The results suggest that small stakes go a long way, since we do not observe any significant stake size

effects, i.e. we do not observe different choices for different stake levels.

2.5  Cross section versus time series

Ideally, one would like to measure the inclination to trust or to be trustworthy at a certain (young) age
level, follow the development of these measures over time at the individual level, and link the
measures to real-world decision making or real-world outcomes that require trust and trustworthiness.
To the best of our knowledge, there is no experimental study of trust and trustworthiness that uses a
longitudinal dimension of significant duration. How strongly desirable such a large-scale longitudinal
study seems to be from a scientific perspective, it requires an enormous effort by researchers with
delayed gratification by potential publications. Furthermore, it involves repeated measurement,
creating confounding effects of learning or repeated measurement in its own right (e.g., a preference
for consistency could suppress certain developments), which makes inference more difficult. If trust
and trustworthiness are indeed influenced by individual experience, then it is almost impossible to
control for all possible confounding effects.

In practice, the “development” or “evolution” of trust and trustworthiness with age is usually
measured using a cross-section of participants of different age levels. While it is very likely that
potential differences between the different age groups are driven by age, it is impossible to rule out
cultural change or other cohort effects as the source of the differences. One has to bear this
interpretation in mind, in particular, when a study covers a very wide set of different age groups.

Finally, it seems relevant to emphasize that much of the interesting developments in trust and
trustworthiness indeed seems to happen at a young age. Thus, it is of importance to care about
confounds and methodological challenges, because they are potentially most relevant in comparison
between young and old participants and between differently aged kids. Reliable comparisons between

differently aged adults are, in general, much easier to achieve.

3. Trust and age in survey measures

Despite very large numbers of observations, results on trust and age that are based on non-incentivized
survey measures are not fully conclusive. Li and Fung (2013) use data from the 2005 WVS from 38

countries and report a positive relationship between trust and age in adulthood. Fehr (2009)



summarizes some evidence for a U-shaped relationship, and Fehr et al. (2003) as well as Naef et al.
(2008) show a decrease of trust in older age groups for the survey parts of their studies.

More recently, Poulin and Haase (2015) have looked at around 250,000 responses to the binary
trust question in the WVS for five waves and 97 societies. At age 20, 23% of the respondents agree
that “most people can be trusted”. This rate rises to 35% for 80-year olds. They also analyze data from
the General Social Survey Panel in the United States. Based on a sample of more than 1,000
participants age is again a positive predictor of trust. Interestingly, the authors report a significant
increase not only across cohorts, but also in terms of the longitudinal dimension. The increase over a
four-year horizon is uniform across different age groups, but it is small in absolute terms.

Obviously, large-scale survey studies of trust and trustworthiness do unfortunately not include

children and adolescents as respondents.

4. Trust and age measured with large-scale survey panels or online

The beauty of representative survey panels is that they avoid sample selection biases. If they
incorporate incentivized experiments, they combine the advantage of representativeness with the
advantage of saliently incentivized experiments. However, they usually do not include non-adult
participants, i.e. the age span covered is usually confined to adulthood.

Fehr et al. (2003) and Naef et al. (2008) have included a variant of the original trust game into a
representative survey of German households in the so-called German Socio-Economic Panel (G-
SOEP). In particular, they double the transfer x and also the back transfer from the trustee to the
trustor. The latter is unusual, but it does not change the basic nature of the game. Thus, the final payoff
for the trustor is X — x + 2y, and for the trustee it is X + 2x —y. When looking at the relationship
between age and trust as well as trustworthiness, they find that older respondents (in particular those
over 65) exhibit lower levels of trust by choosing lower transfers x than respondents in their thirties
and forties.

A somewhat similar finding is provided by Bellemare and Kréger (2007) based on a
representative panel of Dutch households and a standard version of the trust game that is also
incentivized. They find that the propensity to trust reaches its maximum at 37 years of age, following
an inverted-U-shape with age (see further, Putnam, 2000; Alesina and La Ferrara, 2002). Interestingly,
the results in Bellemare and Kroger (2007) seem to suggest that the degree of trustworthiness (i.e.
returns y) increases with age, or it follows a U-shaped pattern with age, depending on the particular
incentives given. Such a divergence between trust and trustworthiness is difficult to reconcile with
rational beliefs, but similar results are provided by incentivized experiments in laboratory settings (see

section 5).



Ermisch et al. (2009) use British household members dropping out from the British Household
Panel Study as their participants. They apply a binary trust game and find, in contrast, to the two
studies mentioned above an increase in trust with age. However, the sample is comparatively small,
and it unclear to what extent all relevant age groups are well-represented in their data.

In general, the magnitudes of the age effects found in the studies mentioned above are not very
large, however significant at conventional levels. One reason for this could be the fact that there is no
(age) information on the interaction partner. Hence, trustors and trustees do not only play against
anonymous interaction partners, but also against interaction partners whose general characteristics
they do not know. Relaxing this uncertainty could have an effect, as some of the papers that are
discussed in the next section seem to imply.

While more and more experiments are nowadays conducted over the internet and not in the
laboratory or in similar environments outside of the laboratory anymore, we are not aware of any
incentivized studies that report on the relationship between trust as well as trustworthiness and age
over the internet, using Amazon Mechanical Turk, similar web-interfaces or self-developed web-
interfaces. Amir et al. (2012) implement a trust game on M-turk with almost 800 participants, but they

look at salience effects of different incentives and do not mention age effects in their paper.

5. Trust and age measured in incentivized laboratory or lab-in-the-field

experiments

The set of laboratory and lab-in-the-field experiments that assess the relationship between trust as well
as trustworthiness and age, covering a substantial part of the life span, is comparatively small (a
comparison of existing experiments is provided in Table 1).* To the best of our knowledge, Harbaugh
et al. (2003b) is the first paper that addresses the issue by comparing levels of trust and trustworthiness
among children and adolescents with an age range of eight to 17 years and including an adult
participant group. While they do not find any significant correlation between age and trust or
trustworthiness, it is possible that their null result is driven by a specific design choice: the use of the
strategy vector method. This method asks decision makers to indicate decisions for different
contingencies. More specifically, trustors had to make decisions for five different trustees, each from a
different age group out of the set 8-year olds, 11-year olds, 14-year olds, 17-year olds and adult, and
trustees were asked to indicate returns for each of the possible transfer levels. Unfortunately, no study
exists that assesses the effects of the strategy vector method compared to the direct response method

for children, but it is conceivable that any potential bias of the strategy vector method (either an

4 Unfortunately, Johnson and Mislin (2011), who provide a meta-study of trust game results, do not look at age as a
determinant of trust, but the reason for the omission seems to be the small number of studies reporting age as an independent

variable.



experimenter demand effect or possible confusion mitigating treatment effects) is stronger with
children than with adult participants.

Sutter and Kocher (2007) apply the direct response method and cover an even larger age span
from 8-year olds to a group of retired participants. However, they focus on the interactions between
trustors and trustees on the same age level, including common knowledge of this. In other words, 8-
year old trustors know that they interact with an anonymous 8-year old trustee; 12-year old trustors
know that they interact with an anonymous 12-year old trustee; and so on. The results in Sutter and
Kocher (2007), based on a slightly modified version of the standard trust game with no initial
endowment for the trustee, indicate an almost linear increase in trust levels in childhood and
adolescence and a stable pattern for adults, with the exception of their retired participants whose trust
level is significantly lower than those of their working professional group and their student group.
More specifically, 8-year olds transfer only an average of 20% of their endowment to trustees, 12-year
olds transfer 36%, 16-year olds transfer 55%, and the adult groups (excluding the group of retirees —
with 54%) transfer more than 65%.

Low levels of trust among the young participants in this study are rationalized by even lower
levels of trustworthiness. The youngest age group, the 8-year olds, returns only 10% of whatever they
have received. This rate increases to 15% for 12-year olds and to more than 30% for 16-year olds. It
seems that the level of trustworthiness is quite stable from an age of around 15 to 16 years on, with
return rates between 30% and 40% for all age groups aged 16 and older, with the notable exception of
the group of retired participants who exhibit a spectacular return rate of 57%.

If one wants to summarize the main findings in Sutter and Kocher (2007) in a nutshell, one
would highlight three aspects: First, trust seems to increase with age in childhood and adolescence and
to stay constant in adulthood. Second, trustworthiness or reciprocity seems to reach a certain average
level (of around one third, which is notably exactly the threshold for making trust profitable for the
trustor, on average, if the transfer is tripled) already at a younger age and then stays rather constant.
Third, retired decision makers constitute an interesting exception with a lower level of trust than
younger adults and a much higher level of trustworthiness, respectively reciprocity. Interestingly, the
latter results seem in line with the evidence from panel surveys (see the previous section).”

Holm and Nystedt (2005) combine aspects of the experiment of Harbaugh et al. (2003b) and
Sutter and Kocher (2007). They implement a mail-based trust game involving two groups of
participants: 20-year old young adults and 70-year old retirees. The mail-based implementation
requires the use of the strategy vector method for the return of the trustee. One interesting feature of
the experiment is the option to provide a ranking of the preferred interaction partner for the game
based on age and gender. More precisely, each trustor had to indicate a ranking of the four categories

(women aged 20, men aged 20, women aged 70, and men aged 70) in terms of what category they

5 Very similar results are provided by van den Bos et al. (2010), however, based on another variant of the trust game.
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wanted the trustee to come from. Matching was implemented in a way that ensured consideration of
the ranking, and participants knew that.

In line with Sutter and Kocher (2007) younger participants trusted more, on average, than older
participants in the study of Holm and Nystedt (2005). The difference is, however, not significant at
conventional levels, which is probably a consequence of a comparatively small sample size. With
regard to the preference over different interaction partners, the data show a clear in-group bias. Old
decision makers tend to prefer old decisions makers, and young decision makers prefer young decision
makers as interaction partners. Both have a preference for female trustees. The comparison of young
and old trustees in terms of levels of trustworthiness is less conclusive. The slope of the strategy vector
of return transfers of the group of old decision makers seems to be steeper than the slope of the 20-

year olds, i.e. they are more sensitive to the transfer levels chosen by trustors.

Table 1. (Laboratory) Experiments on the relationship between trust as well as trustworthiness and age

Age span Number of Experimental Details of the
covered participants method implemented trust game
Harbaugh et al. 8 to 17 years, 153 Partly SVM Endowment: both 4 tokens
(2003b) and adult group Multiplication: x3
Reward: tokens into
presents
Holm and Nystedt 20 yearsand 70  20-year olds: 26 Partly SVM Endowment: both 100

(2005)

Sutter and Kocher
(2007)

Evans et al. (2013)

years

8 to about 80
years

4 to 5 years and
9 to 10 years

70-year olds: 55

8-year olds: 90
12-year olds: 122
16-year olds: 100
Students: 220
Professionals: 62
Retirees: 68

4/5-year olds: 81
9/10-year olds: 91

Direct response

Direct response;

no trustees

Swedish Kronor
Multiplication: x3
Reward: money

Endowment: trustor 10
tokens; trustee 0 tokens
Multiplication: x3
Reward: money (control
treatments for different
stake sizes)

Endowment: 1 bag
Multiplication: x4

(deception) Reward: bags with toys

Note: SVM = strategy vector method.

Evans et al. (2013) extend the research to younger children, with all the problems associated
with explaining a trust game to a four-year old. They implement three games, of which one is a binary
variant of the trust game. In particular, the experimenter show the participant in the role of the trustor a
“surprise bag” containing toys such as pencils, key rings, stickers or balloons. Toys are wrapped and
cannot be identified. The child can decide to keep the bag or send it to another child (in the role of the
trustee) who would then receive four bags. The trustee can return two bags or none. Two other
versions of the game (termed “altruism game” and “temptation game”) are implemented to disentangle
potential motives at different age levels. Participants were kindergarten children (aged 4 to 5 years)

and primary school kids (aged 9 to 10 years).
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The main result of the study is that primary school children are much more trusting (79%) than
kindergarten children (27%), even if the proper control for altruism (a “trust” game without the second
stage, i.e. the trustee could not return any of the four bags that he or she might have received
depending on the decision of the trustor) is applied at the individual level in a logistic regression.

Unfortunately, the experiment did not involve “real” trustees. The experimenters would come
back to the children after a few days with two surprise bags and tell all children who had trusted that
the trustee had returned two bags. Therefore, no decisions regarding trustworthiness could be
recorded. Moreover, the time delay that was known to the children already when deciding could have
had a stronger effect on kindergarten children than on primary school kids.

In a second experiment children were “interacting” with the other age group (i.e., kindergarten
children also interacted with primary school kids and vice versa), and the delay for the feedback was
removed. The original results were replicated, and, not very surprisingly, a greater sensitivity of older

children with regard to the age of the interaction partner was observed.

6. Mechanisms that “explain” trust and trustworthiness

Can we “explain” the differences in trust and trustworthiness in different age groups? Since the most
important developments seem to happen at young age, we mainly focus on evidence for children in the
following.

Trust and trustworthiness are complicated social concepts, potentially relating to many motives
or underlying preferences (e.g., Cox, 2004; Fehr, 2009). First and foremost, trust is a risky decision—
thus, the alternative name “investment game” for the trust game (Eckel and Wilson, 2004). The risk is
not a natural risk, but a social risk. While it is well-known that people might differ in their inclination
to take natural risks on the one hand and social risks on the other hand (Bohnet and Zeckhauser, 2004),
there are not enough studies that assess this difference, often termed “betrayal aversion” (capturing the
observation that people seem to be more willing to take natural than social risks). In particular, there is
no study that would look at the degree of betrayal aversion for different age levels in childhood and
adolescence. Thus, we are left to look at natural risk attitudes when we want to address the risk
component in trusting behavior for differently aged children. Sutter et al. (2013) do not find any
significant change of natural risk attitudes, comparing ten-year olds and 16/17-year olds. A similar
result holds for ambiguity attitudes that might be closer in nature to social risk because they imply
unknown probabilities. Harbaugh et al. (2002) find evidence for a stronger degree of risk seeking
behavior or less risk averse behavior among children than among adults. If relevant for the trust game,
such behavior would imply more trust among kids than among adolescents, as opposed to the observed
lower levels of trust. As a consequence, it is safe to rule out that potential changes in risk attitudes

with age can explain the change in trusting behavior with age in childhood and adolescence.
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A much more promising line of explanation for the age differences in trust and trustworthiness
is a potential change in pro-social attitudes when growing up. Psychologists have long been interested
in studying the development of pro-social behavior in childhood and adolescence (e.g., Eisenberg et
al., 1985; Eisenberg and Mussen, 1989; Eisenberg and Fabes, 1998). Unfortunately, most of these
studies do not distinguish between different motives behind pro-social behavior and are thus not
directly applicable to economic game situations or fall short of “explaining” particular changes.
However, there is a growing literature in economics assessing certain kinds of pro-social motives
among children and adolescents, trying to disentangle their influence.

The common finding of almost all studies on social behavior among kids is that pro-sociality
becomes more prevalent the older children become. While the early results on bargaining behavior of
children in versions of the ultimatum game in Murnighan and Saxon (1998) and the public goods
game in Harbaugh and Krause (2002) are not fully conclusive when it comes to pro-social behavior
and age, later papers mostly provide clear patterns. Harbaugh et al. (2003a) show that offers and
transfers in ultimatum and dictator games increase with age, and Benenson et al. (2007) report similar
developments for a dictator game and for children at a younger age—a finding in line with
Gummerum et al. (2010), using stickers in a dictator game (for a survey of bargaining experiments
with children and adolescents, see Van Damme et al., 2014).

Angerer et al. (2015) provide evidence for a very large sample (more than 1000 children aged
seven to eleven years) that also exhibits an increasing inclination with age to donate money to a real
charity. Looking at different motivations, Fehr et al. (2008) show that, at an age of three to four years,
children are mostly selfish, but when they grow older (seven to eight years), they become more
inequity averse (for theoretical models of inequity aversion, see Fehr and Schmidt, 1999; Bolton and
Ockenfels, 2000). Fehr et al. (2013) extend this result to older children. Almas et al. (2010) show that
equity rather than equality norms are more important for older children. Martinsson et al. (2011) and
Sutter et al. (2015) highlight the importance of social welfare concerns (i.e. efficiency concerns) that
seem to constitute a more relevant aspect for social decision making, the older children are (for a
theoretical model of efficiency concerns see, Charness and Rabin, 2002).° Interestingly, many studies
find gender differences in development and preferences (e.g., Céardenas et al., 2014; Sutter et al.,
2015). In the interest of space, we do not go into details here.

Taking the evidence on a development of different forms of pro-social behavior in childhood
and adolescence together, a change in pro-sociality seems to be a good candidate explanation for the
change in levels of trust and trustworthiness of children when growing older. It is beyond the scope of

this paper to go into the details of the (ultimate) causes of such a development of pro-sociality and

® Dahlman et al. (2007) look at children aged three to eight years and analyze the extent of their reciprocal behavior (for
theoretical models of reciprocity, see Dufwenberg and Kirchsteiger, 2004; Falk and Fischbacher, 2006). Results are
consistent with what has been said so far. For evidence for even younger children, see for instance Warneken and Tomasello
(2013).
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trust as well as trustworthiness with age. Obviously, emotional regulation (Crone et al., 2014) and
cognitive abilities change with age. It is not surprising that the trust game has been used extensively to
study emotions, in particular guilt and a potential aversion of humans toward guilt (Charness and
Dufwenberg, 2006; Ellingsen et al., 2010). Genetic predispositions, neurological processes, and
hormone correlates of behavior are all fascinating aspects when it comes to understanding the
determinants of trust and their development with age. For the social scientist, trust experience at young
age seems to be a relevant and much understudied determinant of individual differences in trusting

behavior and trustworthiness at older age.

7. Concluding remarks

After all, we do not know nearly enough about the relationship between trust, trustworthiness and
cooperation, on the one hand, and age, on the other hand. The development of trust and
trustworthiness and cooperation in children is well-documented and well-understood, but how can it
be explained? How can individual heterogeneity in trust and trustworthiness at the same age level be
understood? The relative influence of genetic predispositions, proximate mechanisms such as
emotions, and trust experience has not been researched a lot, and white spots in the literature are vast.

The development of trust and trustworthiness at old age is even more of a puzzle. The results
from incentivized experiments and representative survey experiments, on the one hand, and
guestionnaire answers without marginal incentives, on the other hand, diverge, and no conclusive take-
home message can be provided. Sociologists have been arguing that levels of trust are correlated with
the number of interactions of an individual. This would imply that experience is shaping trusting
behavior, but unfortunately, no study so far has been able to convincingly show whether this
relationship is causal. Finding a good instrument seems to be a very valuable endeavor. However, even
if we knew that there is a causal relationship between experience (and hence indirectly, age) and trust,
it is still a long way to understand how exactly good and bad experience with (trust) relationships
might shape the specifics of trusting and trustworthy behavior. For cooperation, Van Lange et al.
(1997) provide results based on the elicitation of social value orientation. They show that childhood
experience and patterns of social interaction shape cooperative attitudes of adults.

There is also a lack of methodological contributions. The literature has focused on comparing
incentivized and non-incentivized measures of trust, i.e. game interaction and questionnaires, to
address the issue of consistency (e.g., Glaeser et al., 2000; Géachter et al., 2004; Thoni et al., 2012).
However, such studies have not been conducted for children, to the best of our knowledge. Incentives
may work very differently for kids, adolescents, and adults. Large-scale validations of methods to
elicit trust and trustworthiness are very scarce, again in particular for children and adolescents. While

inter-cultural studies in trust based on survey questionnaires are abundant, there is much less inter-
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cultural evidence for the incentivized trust game, and almost no cross-cultural evidence for children
and adolescents. Probably, knowledge of cultural differences in the development of trust and
trustworthiness could help in getting a better grip on issues related to the potentially causal
relationship between experience and trust. A related interest is on the effects of institutions (such as
schools or the social environment) on trust and trustworthiness of individuals (e.g., Van Lange et al.,
1997; Kocher et al., 2012), and again there is little conclusive evidence.

More work is needed to assess trust and trustworthiness in the direct interaction between different
groups (e.g., Falk and Zehnder, 2013), in particular between different age groups. With children, the
difference between trust within the family or the circle of close friends compared to trust toward
strangers seems of special scholarly interest. The two levels appear to develop very differently, and
pathological developments could potentially explain the existence of out-group hate or other severe
problems in social interactions. Finally, trust within networks and the spread of trust in networks (i.e.
peer effects of trust and trustworthiness) have barely been assessed.

Given the relevance of trust for understanding economic activity, but also for understanding
dysfunctional aspects of societies such as discrimination or stereotypes (see, e.g., Fershtman and
Gneezy, 2003), it is surprising how little we still know about its development, its roots and its
determinants. While social psychologists and developmental psychologists naturally have a vested
interest in the research questions associated with the development of trust and trustworthiness, there
are also many links to economic models and many aspects relevant to economists. Understanding the
development of trust and trustworthiness together with understanding their determinants ultimately

means understanding growth, trade, and investment—concepts at the core of traditional economics.
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