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Externalities and the Erosion of Trust

Abstract

We present a theory linking political and social trust to explain trust erosion in modern societies.
Individuals disagree on the seriousness of an externality problem, which leads to diverging policy
opinions on how to solve it. This heterogeneity has two important effects on trust. First,
disappointment with the policy rule enacted by the government breeds institutional distrust.
Individuals that are more worried blame the government because the rule is too lenient. The less
worried blame it even more because it is too intrusive. Second, as the rule also shapes individuals’
notion of civic behavior, it drives a wedge between what an individual expects from others and
their actual behavior. This fuels social distrust. The more individuals are worried, the more they
distrust others that are not complying with the rules. Our experimental survey conducted in four
European countries shows how these trust dynamics came to the surface during the Covid-19
pandemic. Once led to think intensely about the virus, lower institutional trust was reported
predominantly by respondents that were less worried about the virus, whereas social trust declined
(more) for worried individuals. We lastly find that support for the welfare state erodes alongside
sliding trust levels.
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1 Introduction

Trust in political institutions is a fundamental ingredient for the stability of democracies
and the effectiveness of government action. However, in the last decades political trust
has been declining in nearly all Western democracies.! At the same time trust in others
is also declining, fuelled by people’s suspicions that while the government faces growing
difficulties implementing its policies, not everyone is willing to do their part.? This scenario
of general dissatisfaction breeds political conflict and creates fertile ground for populism and
political polarization, especially during severe economic and social crises (e.g. Dustmann
et al. (2017); Passarelli and Tabellini (2017)). Sadly, whenever we face a common challenge
and the need for trust is highest (Ostrom, 1998), citizens seem to become critical of the
government’s ability to implement the right policies and of people’s ability to comply with
those policies.

Vast research in sociology, political science, and economics has shown that high levels
of well-being and social progress are associated with high levels of trust in others and in
institutions (e.g. Putnam (1993); Knack and Keefer (1995); Guiso et al. (2006); Tabellini
(2008b), among many others). However, only a few contributions have tried to explain why
advanced democracies are struggling to maintain high levels of institutional and interper-
sonal trust, especially in turbulent periods (e.g. Friedman (2005)). In this paper we present
a theory showing how these two forms of distrust are determined and how they are linked.
We then conduct a survey experiment providing support for our theory.

Our starting point is the idea that regulation can disappoint citizens, and hence stir
up distrust. In a complex and interdependent world, the government increasingly relies on

regulation to induce virtuous behavior among economic agents, in order to mitigate negative

! According to Pew Research Center, trust in government in the US began eroding in the Sixties. From
75% of Americans saying that they trust the government to do what is right just about always/most of the
time to 20% in 2022. In the European Union, levels of institutional trust vary significantly across countries.
Eurobarometer data show that on average 4 out of 10 people distrust their national government, with an
increasing trend in the last two decades and an acceleration in the post-Covid period. Similar patterns are
observed in OECD countries, where trust surveys document an equal split between those who trust and
those who distrust their political institutions.
https://www.pewresearch.org/politics/2022/06 /06 /public-trust-in-government-1958-2022 /
https://www.eurofound.europa.eu/news/news-articles/trust-in-institutions-continues-to-fall-in-eu-despite-
declining-unemployment-and-phasing-out-of;
https://www.oecd.org/governance/trust-in-government /

*Putnam et al. (2000) documents a sharp decrease in social trust in US between 1960 and 2000. In
July 2022, Pew Research Center reported that 71% of Americans thought that interpersonal confidence has
worsened in the past 20 years. Most of them thought this is due to political polarization and lack of political
trust. 49% of them thought that Americans are less reliable than they used to be. Democrats were more
likely to think Americans’ level of interpersonal trust is a big problem for the country. Sarracino (2012)
found a negative trend in social trust for Great Britain, France, Spain and Ireland between 1980 and 2005
and a positive trend in Sweden, Norway and Denmark. Delhey et al. (2018) show that in the 2007-16 period
average interpersonal trust has decreased significantly in the EU28. Genschel et al. (2021) find it further
decreased in the pandemic years of 2020-21.


https://www.pewresearch.org/politics/2022/06/06/public-trust-in-government-1958-2022/
https://https://www.eurofound.europa.eu/news/news-articles/trust-in-institutions-continues-to-fall-in-eu-despite-declining-unemployment-and-phasing-out-of
https://https://www.eurofound.europa.eu/news/news-articles/trust-in-institutions-continues-to-fall-in-eu-despite-declining-unemployment-and-phasing-out-of
https://www.oecd.org/governance/trust-in-government/

externalities.®> At the same time, individuals have their own expectations about the rules
government should adopt and about people’s behavior in response to government rules. If
they think policies are wrong, they lose trust in political institutions. If the behavior of
others falls short of their expectations, then they lose trust in others. Importantly, the two
types of distrust are related because expectations about the behavior of others depend on
government policies. When the rules are stricter a greater number of individuals may choose
not to comply even when facing the risk of being caught, breeding more disappointment and
interpersonal distrust.

Crucially then, what matters is the degree to which people disagree. We assume that
individuals have different beliefs about the severity of an externality problem, and hence will
have different opinions about what government should do. For the same reason, they also
have different incentives to comply with government policies. This heterogeneity in beliefs
could derive from different material interests, different information or ability to process it, or
from different ideological or cultural traits. Although all of these mechanisms are interesting
per se, our focus in this paper lies with the next stage. Once beliefs are formed, we are
interested in what happens when citizens compare their entitled policies (expectations)
with actual policies, and their own resulting behaviour with that of others.

In order to focus on how distrust is determined, we assume there are no other political
distortions. The government makes its decisions averaging across all the different opinions
in society to maximize the sum of individual utilities. On the one side, those who feel
more strongly about an issue and value high individual mitigating behavior expect more
restrictive policies and are disappointed because the government does too little. They are,
however, more willing to abide by the (even mild) government rules, and will distrust more
those who do not comply. On the other side, individuals who care less about an issue will
distrust the government more for setting a policy they believe is ineffective or too intrusive.
They have less incentives to comply with government rules and therefore will only distrust
those who comply less than them.

Our model thus shows that heterogeneity of opinions yields asymmetric expressions of
political and interpersonal distrust. The most concerned individuals are more likely to
develop interpersonal distrust because they think the irresponsible behavior of the non-
complying causes large social harm. Less concerned individuals, on the other hand, develop
feelings of distrust mainly towards the institutions because they think the government is
uselessly limiting their freedom. This ‘asymmetry’ in trust, a dimension so far neglected,
seems quite realistic and might help explain - among other effects - trust polarization in
societies, with ‘disobedient groups’ mostly distrusting the government and ‘civic’ groups

mostly distrusting the disobedient ones.

3See e.g. QuantGov’s database which measures and studies regulation in the US, showing that from
1970 to 2022 has almost tripled. https://www.reghub.ai/data/custom. Taxation would be an alternative to
regulation. However, besides distortionary effects when it reaches high levels, taxing behavior is not always
technically feasible.


https://www.reghub.ai/data/custom

Our empirical analysis suggests that the trust dynamics described by the model come
to the surface when policy issues are highly salient and mired in coordination failures. We
conducted a large online survey experiment in four European countries in the aftermath
of the first lockdown periods in 2020. We found that, conditional on being primed with
several salient aspects of the crisis, individuals lost trust both in institutions and in others.
However, they lost a lot more trust in institutions than in others if they indicated they
were not too worried about Covid-19. The exact opposite holds for the more concerned
respondents, who lost more trust in others compared to the less concerned ones. To proxy
for concern in this context, we used survey questions eliciting self-perceived health risk.

As for the identification of the underlying channels of our model, we found strong neg-
ative correlations between the level of health concern and the view that regulations were
too strict, indicating that the non-concerned indeed thought the rules were too intrusive or
ineffective. We also found positive correlations between health concern and self-reported
compliance with emergency regulations, the expected cooperative behavior of others, and
appreciation of government performance during the pandemic. This finding suggests that
concerned individuals were indeed more demanding of others yet more lenient towards the
government, whilst themselves following the rules. It is hence plausible that, once led to
think intensely about Covid by our priming treatments, more concerned individuals are more
disappointed with others because of their non-compliant behavior, while the less-concerned
are more disappointed with the government because they deem the rules too intrusive.

We lastly document the implications of these effects in the realm of taxation, where
support for different kinds of taxation moves parallel to trust. Our findings suggest that
support for a well-functioning welfare state is set to erode alongside sliding trust levels.
Support among concerned respondents drops less than for the non-concerned, echoing the
asymmetric trust effects described above.

Our framework yields several additional realistic insights. First, the greater the interests
at stake and hence the more pronounced the externality, the greater the loss of interper-
sonal and political trust in society. This would translate into growing social tension and
polarization, a result that is consistent with pro-cyclical patterns of distrust uncovered by
the empirical literature (Stevenson and Wolfers, 2011).

Second, as social and political crises become more frequent, societies lose social capi-
tal, both in the form of political trust and interpersonal trust. This compounding effect
would explain why trust has been declining in advanced democracies over the last decades,
characterized by stagnation, social crises, and increasing complexity (Algan et al., 2017).

Third, the more opinions are diversified or polarized, the bigger the loss of social and
political trust. Social media, sometimes artificially fueling the heterogeneity of opinions,
would therefore play an important role in fomenting distrust and social tension (Gentzkow,
2016). Even the increase in cultural diversity, if associated with heterogeneous expectations

about the government policy and about individual behavior, might have a negative effect



on social and political trust (Alesina and La Ferrara, 2000; Putnam, 2007). In this scenario
of generalized distrust, political rhetoric emphasizing conflict rather than cooperation, or
local rather than universal values would have a greater appeal to the electorate (Enke, 2020;
Bonomi et al., 2021).

These insights also point at the importance of education, to enable people to consciously
disentangle between fake and true information sources (Allcott and Gentzkow, 2017). There
are many reasons why education is essential for the well-functioning of democracies (Glaeser
et al., 2007). Our model provides another reason for why this is true.

Summing up, while one of the landmark achievements of liberal democracies is that po-
litical action draws from a wide spectrum of opinions, our framework points at the risk that
when this spectrum becomes too wide, heterogeneity may become too much of a good thing.
When new challenges need government intervention, disagreement on what the government
should do and misaligned expectations on what people should do yield distrust. After the
Covid-19 pandemic, the next big challenge nations will face is global warming. Here too our
model flags the risk of a distrust crisis.

Tackling climate change might indeed require enormous government intervention and
restrictions on individuals’ behavior. However, people disagree on the severity of the climate
crisis. Many do not trust climatologists and are skeptical of the real risks of a climate
catastrophe. The interests at stake are enormous, and some in favor of restrictions today

may not realize ex-ante how radically their behavior will have to change tomorrow.

Figure 1: Global warming seriousness

Global Warning seriousness

Is the seriousness of global warming —— [ROTADED: generally correct, generally exaggerated, or is it generally underestimated]?

— % Generally correct % Generally exaggerated —— % Generally underestimated

50

40

30

20

1998 2001 2004 2007 2010 2013 2016 2019 2022
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While PEW Research Center finds that 54% of Americans see climate change as a
top threat in 2022, Gallup reports that 38% of them think the environmental threat is
exaggerated, almost as much as those thinking it is correct (40%) - see Figure 1.* As for
Europe, the picture is scattered, with countries showing very high and very low levels of
concern. Kurobarometer reports that average concerns are higher than the US, but still
with a substantial share of skeptical people who are relatively unwilling to take any action
to fight climate change or to support green governmental policies.” Somehow interestingly,
data from the New York Times shows there is clear partisan divide between concerned and
unconcerned US citizens.%

It is apparent from these data that heterogeneity of opinions regarding climate change
does exist. To some extent, it is driven by ideological or social identity elements reflected
by party affiliation and may even be widening in the future (Canen et al., 2020).

Our model predicts a generalized loss of trust in this scenario. We are likely to see
more sceptical ‘no-warming’ individuals in the future, angry at the government because
they consider the rules too strict, similar to the ‘no-vax’ adherents during the pandemic.
On the other hand, more worried people will lose trust in others, as their expectations of
a joint effort to reverse or slow down global warming will be dashed. Global warming is
likely to bring about a huge trust crisis exactly when unprecedented effort will be required.
Recently, Besley and Persson (2022) have shown that in the absence of commitment, green
policies may be too mild. Maggi and Staiger (2022) have argued that climate policies are
likely to be implemented only when the point of no return has been passed, with a huge
welfare loss for the delays. Our framework adds another layer to these political distortions:

the lack of trust.

Related Literature

This paper is related to the literature studying the link between diversity in norms, values or
preferences and political economy outcomes, such as civic conflicts or public good provision.
Many papers document a negative relationship, sometimes using ethnic or cultural diversity
as proxies of preference diversity (e.g. Easterly et al. (1997); La Porta et al. (1999); Alesina
et al. (2004); Alesina and Ferrara (2005); Alesina et al. (2016)). Some of these authors
argue that people do not like to share public goods with culturally different groups. Desmet

4The PEW data can be accessed here:
https://www.pewresearch.org/global /2022 /08 /31 /climate-change-remains-top-global-threat-across-19-
country-survey/

5As of April 2011, Europeans respondents ranked climate change first as the single most serious problem
facing the world. Spread of infection diseases ranked second. Answers varied a lot by country, age, education,
and occupation. While 78% of Europeans think it is a serious problem, 7% of them think it is not. Among
the unconcerned ones, 59% say they have not taken any action to fight climate change, and 47% think that
public financial support should not be given to green transition green.

Shttps://www.nytimes.com /interactive/2020/02/20/climate/climate-change-polls.html Partisan divide
showed up also during the Covid-19 period (Allcott et al., 2020a) and seems to frequently characterize
political debate


https://www.pewresearch.org/global/2022/08/31/climate-change-remains-top-global-threat-across-19-country-survey/
https://www.pewresearch.org/global/2022/08/31/climate-change-remains-top-global-threat-across-19-country-survey/
https://www.nytimes.com/interactive/2020/02/20/climate/climate-change-polls.html

et al. (2017) find that cultural (and preference) diversity reduce civic conflict and increase
public goods provision (see also Ottaviano and Peri (2006)). They also show that much of
cultural diversity is observed within homogeneous groups, while differences between groups
may become important when those differences are associated with a feeling of being part of
separate groups. Our paper focuses on the lack of trust when people (potentially, but not
necessarily, of the same ethnicity) have different preferences over policies and regulation.
We remain agnostic as to where preference diversity comes from, yet we explain that when
diversity leads to different compliance rates, people tend to distrust each other. Alesina et al.
(2017) find large and increasing differences in values, trust, and other cultural traits within
US and between and within European countries. They conjecture that sharing common
policies in the EU may have bred conflicts and antagonized public opinions. Our model
provides a mechanism that is consistent with their conjecture.

Ashraf and Galor (2013) find that lower cultural diversity is associated with increased ho-
mogeneity in preferences and higher levels of social trust. Lower fragmentation should then
facilitate coordination and the solution of the commons problem. Ramos-Toro (2019) looks
at carbon emissions. He finds that cultural homogeneity yields social cohesion and trust,
leading to lower greenhouse gas emissions in wealthy countries. Our framework sheds some
light on these findings. It provides a political-economy mechanism through which preference
homogeneity yields more institutional and interpersonal trust, two essential ingredients to
solve social coordination problems such as global warming.

Our framework shares common features with literature connecting trust and growth.”
Some works look at the relationship between trust, regulation, and economic performance.
Algan and Cahuc (2009) explain that the fear of uncivic behavior leads people to demand
for employment protection (an inefficient form of regulation) rather than unemployment
subsidies. Thus, low trust leads to macroeconomic inefficiencies. Similar to them, we assume
that regulation may trigger non-compliant behavior. But differently from them, civicness
and trust are conceptually distinct in our paper. We implicitly assume that civicness is the
distance between the government rule and individuals’ actual behavior, while distrust is the
reaction non-compliance incites in other people. Indeed, in our model civic/uncivic behavior
and interpersonal trust are endogenously determined by regulation, and the latter depends
on opinion heterogeneity in policy opinions. Pinotti (2012) corroborates the causal link
between distrust and demand for regulation as posited by Algan and Cahuc (2009), whilst
Durante et al. (2021) find that in Italian areas where civic capital is higher, compliance with
Covid-19 regulation was stronger.

Aghion et al. (2010) follow the position that distrust brings about demand for regulation,
but also that regulation itself breeds distrust via corruption and bribing. This complemen-

tarity may cause bad equilibria (with low trust, high regulation, and low growth) and good

"See, among many others, Guiso et al. (2004); Knack and Keefer (1997); Ichino and Maggi (2000) and
Tabellini (20082)



ones. Martinangeli et al. (2023) show that institutions leaving room for undetectable cor-
rupt behaviour causes sharp drops in generalised social trust. Our model shares this idea
that regulation yields distrust, but the mechanism is different. We point at disagreement
with government rules, while we have no bribing, which in fact can reinforce the impact of
regulation on distrust. Moreover, we point at opinion heterogeneity across people, which
allows us to explain why advanced (good equilibrium) societies are experiencing loss of trust
during turbulent periods.

By proposing a mechanism linking individuals’ policy preferences to trust, this paper
contributes to the extensive literature documenting a positive relationship between distrust
and populist voting (for instance, Algan et al. (2017); Dustmann et al. (2017); Boeri et al.
(2018); Algan et al. (2018); Giuliano and Wacziarg (2020); Guiso et al. (2020); Daniele et al.
(2023), among many others. For a survey, see Guriev and Papaioannou (2022)). In most of
this literature trust is exogenously given and there is no distinction between interpersonal
and institutional trust. So, our contribution is twofold. First, our model shows how trust
may endogenously depend on preference heterogeneity. Second, it distinguishes between
interpersonal and institutional trust. The former is possibly more important to explain
conflicts between social groups. The latter is perhaps more relevant when it comes to
conflicts between citizens and the government.

By endogenizing political attitudes towards redistributive taxation in an experimental
setting, this paper is close to Di Tella et al. (2021), Alesina et al. (2018), Kuziemko et al.
(2015). They study the effect of trust on demand for redistribution in different contexts.
Similar to their findings the measures of redistributive taxation in our survey move parallel
to both interpersonal and institutional measures of trust.

Moving beyond purely monetary externalities, our model (with some technical changes)
can also more broadly be interpreted as capturing "moral" externalities coming from behav-
ior that goes against individuals’ own moral values or social norms. Institutional distrust in
this case would account for individuals’ disappointment in government laws in more ethical
or cultural fields, while interpersonal distrust would account for individuals’ disappointment
in others’ behavior in those fields. In this light, our framework would be close to the liter-
ature studying the relationship between moral values and political behavior (e.g., Bénabou
and Tirole (2006), Enke (2019), Norris and Inglehart (2019), Guriev (2018), Fukuyama
(2018), Bursztyn et al. (2020)).

We share with Passarelli and Tabellini (2017) the idea that people compare actual out-
comes with counterfactual entitled outcomes, as a kind of fair reference point. In their
paper, this comparison brings about individual aggrievement and incentives to participate
in street protests. In this paper we use two counterfactual outcomes to size up, on the
one hand, individuals’ distrust in the government, and, on the other hand, their distrust in
others.

Our model also shares common features with the work of Gitmez et al. (2020). Similarly



to them we consider a framework where individuals hold heterogeneous preferences on how
to solve an externality problem. While they focus on strategic information acquisition and
voting, we focus on trust erosion.

Our focus on preference heterogeneity and behavior heterogeneity ties this paper to the
extensive literature studying the link between information sources or narratives, political
preferences (DellaVigna and Gentzkow, 2010; Bordalo et al., 2020; Bursztyn et al., 2022)
and behavior (DellaVigna and Kaplan, 2007; Allcott et al., 2020a,b).

Finally, we also contribute to the literature studying the effect of (localised) epidemics
on institutional trust and political preferences. Aksoy et al. (2020) find that epidemic expo-
sure in an individual’s impressionable years has a persistent negative effect on confidence in
political institutions and leaders. Foremny et al. (2020) implement an information experi-
ment on the Covid-19 fatality rate, suggesting that preferences for health care expenditures
have almost doubled. Similarly, Rees-Jones et al. (2022) find that demand for social safety
nets have increased since the outbreak of the epidemic.® Bor et al. (2022) find that vacci-
nated people express discriminatory attitudes towards the non-vaccinated, likewise towards
immigrants and other minority targets. These results are consistent with our theoretical

predictions and our experimental evidence.

2 A General Model of Externalities and Trust

Our model follows the tradition of the political economy literature on redistributive fiscal
policy, but we focus on rules and externalities. Consider a society with a continuum of
individuals. Let us normalise the population size to unity, and assume each individual is
assigned a position ¢ in the interval [0, 1] following, for simplicity, a uniform distribution. Let
all individuals’ positions be common knowledge. Later, it will become clear which individual
trait is captured by those positions. Sometimes it will be useful to refer to “individual
i €10,1]” or “type "

Let b; € [0,00) denote individual behavior. Increasing b; yields private gains but also
social benefits. The Covid-19 crisis provides an intuitive example of what we have in mind:
increasing social distance, wearing a mask more frequently or getting a vaccine reduces the
risk that individual ¢ gets infected (the private benefit), but also mitigates the risk that other
individuals get infected or have to pay the cost of i’s hospitalization (the social benefit).
Another example is climate change. Environmentally friendly behavior lowers the energy
bill, but also helps reducing emissions.

Thus we are thinking of a ‘virtuous’ dimension in people’s behavior which, besides

8For an overview of the rapidly expanding work on Covid-19 economic effects see Brodeur et al. (2020)
and the cited literature.



private benefits, mitigates a negative externality (or prompts a positive externality).” So
any individual ¢ will benefit from her own behavior, b;, and from the mitigating behaviour

of others. To capture this idea, let her benefit function be
€q (bz + B*l) ) (1)

where B_; is the average behavior of others

1
B, = / bidj, Vj#i, (2)
0

and €;(.) a twice differentiable function with €}(.) > 0 and £/(.) < 0.1°

Let us now introduce heterogeneity across individuals. We assume they are different in
the perception of how their behavior (and the behavior of others) affects their welfare and
the welfare of others. This is realistic in many situations. For instance, we discussed in
the introduction that concern about Covid-19 is highly heterogeneous across people. The
strongly concerned will value mitigation highly as they think the virus is very infectious,
whilst others who believe that Covid-19 is a simple cold, or even deny the virus exists, value
mitigation less.

We capture concern with the first derivative of (1). The idea is that a more concerned
individual values the mitigating effect of behavior at the margin more. We say that ¢ is
more concerned than j if €/(y) > Eé(y), for any value of y.'! By our simplifying assumption
that ¢ ~ U [0,1] it follows that the degree of concern is uniformly distributed across the
population. Nothing crucial hinges on this assumption.'? In order to introduce a spatial
intuition, and hence to benefit from integral calculus, we assume a positive monotonic

relationship between types and degree of concern, 8555?’) > 0 for any y.

Mitigating behavior comes at a private cost, which is expressed by an increasing cost

function, ¢(b;), e.g. the time cost of having to find and put on a mask, the effort of keeping

9Mitigating a negative externality or prompting a positive one are formally equivalent in this model.
Hereafter, by thinking of the negative externality case, we will often refer to increasing behavior as “miti-
gating behavior”.

0For simplicity, the behavior of others enters i’s benefit function symmetrically w.r.t. b;, and it is
captured by their unweighted average, B_;. Of course, more realistically ¢ might be affected more by the
behavior of some individuals (e.g. her neighbors or her relatives) than others, and with different weights.
Qualitatively, however, the message of this model would not change substantially if we were to take into
account different degrees of ‘proximity’ to other individuals. This model can also capture those situations in
which individuals’ behavior yields pure externalities with no private gains. In this case the benefit function
would be ¢; (B—;). Note that concavity of the benefit function captures the idea that my incentive to mitigate
behavior is lower at the margin when people are already mitigating theirs, as in the case of social-distancing
in a pandemic. One might also assume convexity, by thinking for instance that an individual’s incentive to
use, say, the train instead of her car, increases at the margin when more people are using the train and then
more options are available in the train timetable. It will become clear that concavity (convexity) implies
strategic substitutability (complementarity).

""Here we are assuming that if &}(y) > €/(y) holds for some y it also holds for all y, a sort of ‘concern
consistency’.

12 A5 discussed in the introduction, we remain agnostic as to the underlying mechanisms driving concern,
since we focus here on the effect of concern heterogeneity across individuals.



social distance, the cost of losing business opportunities because of lockdown, but also the
material cost of a solar panel, the cost of having to sell an old car and buy a new less-
polluting one, etc. We assume the cost function is convex and twice differentiable. Since
our aim is to study how individuals’ preferences and choices are driven by their perceptions
of the private and social value of mitigating behavior, we assume costs are identical across
the population. In other words, individuals are heterogeneous only in their degree of concern
about the effect of behavior, while they are identical in all other respects.'® For simplicity,
we also assume that ¢/(0) = 0.

Combining benefits and costs, individual utility then becomes
U; (bi, B_i) =€&; (bz + B_i) — C(bz) (3)

For all ¢, optimal decentralised behaviour maximizes U; (b;, B—;) by solving the following
FOC
ei(bi + B_i) = ¢ (by), (4)

which has an interior solution as €//(.) — ¢’(.) < 0. Equation (4) defines i’s best response
function. Note that, as long as £/(.) is strictly negative, i’s optimal behavior negatively
depends on the behavior of others, B_;, and there is strategic substitutability. The resulting
Nash-equilibrium is achieved when all individuals are on their reaction functions. Utility in

a decentralized equilibrium becomes

where b7 is i’s decentralized equilibrium behavior, and B*, = fol bidj, Vj # i 4 No
individual internalizes her positive contribution to other individuals’ welfare, and the non-
internalised externality leads to sub-optimal levels of mitigation. Indeed, if ¢ were to inter-
nalize the effect of her behavior on the entire society, she would face a different optimization
problem, leading to more mitigating behavior.'®> This leaves scope for policy intervention
to fix the externality problem.

By implicitly differentiating (4) it follows that more concerned types will engage in

more mitigating behavior, 881)5 > 0. This result does not derive from any form of social

or moral concern, but is entirely driven by stronger private concerns. In other words, in a

13 Alternatively one could assume that individuals are different in the effort they have to make to im-
plement mitigating behavior. Heterogeneity would come from the cost side. Such a model would capture
different situations, but it would lead to similar predictions regarding the political disagreement across
people.

140f course there is a background problem of equilibrium existence, stability and uniqueness. For
tractability, we assume throughout that a decentralized equilibrium exists, is unique and stable. We make
a similar assumption for any other equilibrium concepts we will present in the paper.

5Namely, she would maximize U; (b;, B_;) + fol U; (bj, B_;) wrt b;. The FOC would be £j(.) +

01 59(.)%@' = c'(.). Since fol e5(.) aaBb:_j dj = fol e5(.)dj > 0, it is immediately apparent that the internal-

ization equilibrium would imply a higher mitigating behavior compared to the decentralized equilibrium.
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decentralized equilibrium individuals behave more virtuously only because they are more
concerned about the effect of their behavior on their own welfare. In this model individuals
are not altruistic, as we want to abstract away from any moral motivation for pro-social

behavior.16

2.1 Behavioral Rules and Policy Entitlements

To incentivise people to engage in socially beneficial behavior, we consider a rule fixing a
lower bound p to the behavior of all individuals.!” Individuals have different perceptions
about the benefits of their behavior and the behaviors of others, so they will have different
views about what the right rule should be. Let p; be individual ¢’s most preferred rule. She
chooses p; assuming that individuals will fully comply with the rule if their best reply to
the rule is below the rule (i.e. b;j(p]) = p; if b(p;) < pj), while people whose best reply
behavior to the rule is above p; will simply choose their optimal behaviour b7(p;) > p;.

In other words she assumes the rule splits society in two groups: those whose optimal
behavior given the rule would be below the rule and who thus have to adapt their behavior
to comply with the rule (the affected individuals, with b7 (p;) < p;) and those whose optimal
behavior (given the rule) is above the rule (the unaffected individuals, with b7(p;) > p;)
and whose optimal behaviour in presence of the rule is thus higher than prescribed by the
rule.

Now, ¢ will choose her most preferred rule by maximizing the following indirect utility

function and assuming all individuals choose their equilibrium behavior given the rule,

Vi(p) = &i (b7 (p) + BZi(p)) — (b (p)), (6)
where

z(p) 1
BMM=/ MH/'@@@ Vi # . (7)
0 =(p)

The first term on the RHS of (7) is the cumulative behavior of all the affected individuals
forced to follow the rule, including the last affected individual, z(p). The second term is
the cumulative behavior of the non-affected individuals. The latter choose their behavior as
they would in a decentralized equilibrium. But the existence of a rule yields an important
difference. The rule forces the affected individuals to increase their behavior. This in
turn lowers the unaffected individuals’ benefit of increasing their behavior at the margin,
leading some of them to reduce their behavior in equilibrium. The reason is that, as long

as the benefit function is strictly concave, there is strategic substitutability. Thus, a rule

161t is easy to see that, if there were no private gains, as in the case of a pure externality, equilibrium
decentralized behavior would be b = 0, for all 7. No individual would make any effort to mitigate the
externality.

170f course there are other instruments (e.g. Pigouvian taxes, subsidies, tradeable permits,... or combi-
nations of them). Here we consider rules, which are widely used in reality perhaps because they are simple
and cheap to implement.
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indirectly (and negatively) also affects the equilibrium behavior of those who do not have to
comply.'® However if the number of affected individuals is sufficiently high, a rule increases
average behavior in society, despite some non-affected individuals reducing their behavior
in equilibrium. ¥ .

The optimality condition which pins down i’s bliss point, p;, depends on whether ¢ is
affected or not by the rule. If i is affected her behavior is p. So the optimality condition is

the following
gilpi + BZi(p})) - (L +2(p)) < ¢(p7), (8)

with strict inequality implying p; = b7 (p}).
If ¢ is unaffected, then her equilibrium behavior, b¥(p}), is only indirectly affected by the

%b: < 0. So the optimality condition is

rule. By strategic substitutability, o

£ (B1060) + B00) - (PP a(o)) = o) 2 o)

and strict inequality also implies that p} = b} (p}).

An individual chooses a rule that is stricter than her decentralized behavior when that
rule can affect a sufficiently high number of individuals.?? (8) shows, this is more likely
to happen when z(p) is higher. Individual 7 trades the marginal benefits of increasing her
own behavior and the behavior of others against the additional cost due to complying with
the rule. Marginal benefits are twofold. First, those coming from her own more virtuous
behavior. Second, those coming from drawing more individuals into the affected group, up
to individual z(p). Both sides of (9) are negative if it holds with equality. This means that
an individual choosing a rule that is below her equilibrium behavior does it with the intent
to force the affected ones to adopt more virtuous behavior and save on her private costs.

Using (8), individual i’s most preferred rule is bounded when the number of individuals
who become affected by marginally increasing the rule, 2'(p), is not too high. Then, the

convexity of costs and concavity of € is sufficient to ensure concavity at pj,

e (pf + Bi(p1) (1 + x(p))* + ei(p} + BXi(p)) - 2 () < "(p}), (10)

so that each i has a uniquely preferred rule p;.

'®This is the reason why b;(.) and b}(.) in (6) and (7) depend on p.

. o
9Note that 7035;( b ()

» z(p) + le(p) 5o This expression represents the change in total equilibrium
behavior when the rule changes at the margin. The first term on the RHS is the marginal cumulative
behavior of the affected individuals. It is always positive. The second term is the marginal change of
total equilibrium behavior of the non-affected ones. If it was positive, it would mean that total behavior is
increasing in equilibrium, thus all non-affected individuals would have an incentive to reduce their behavior.
This would yield a contradiction. Thus the second therm must be negative. However, if the number of
affected individuals is sufficiently large (i.e. x(p) is sufficiently high), the total expression is positive. In
words, a higher rule yields more mitigating behavior in society.

20This result echoes Gitmez et al. (2020). They show that individuals have an incentive to vote for a rule
that is stricter than their behavior with the intent of inducing more mitigating behavior in other people.
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Let us dwell a bit on the normative meaning of p;. One can see behavior as an indi-
vidual’s contribution to social welfare. Thus, from ¢’s point of view any individual should
contribute at least p;. Individuals are welcome to increase their behavior even further, but
in 4’s view no one should contribute less than p;?‘.21 The normative implication is that this
rule reflects i’s ‘moral’ belief that individuals should not be less concerned than she is, and
they should care at least as much as she cares about the consequences of their behavior on
others. For these reasons we will sometimes refer to p; as i’s ‘policy entitlement’, or her
‘subjectively fair’ rule.

By implicit differentiating (8) or (9), it follows that policy entitlements are (weakly)

monotonic in individuals’ types, aapg > 0. More concerned individuals also believe that the

rule should be (weakly) more stringent (see Figure 2).

Figure 2: Behavioural rules & entitlements

policy entitlements
A

> types, i

! |
low - concern high - concern

2.2 The Socially Optimal Rule

While individuals have different views about the externality caused by individual behav-
ior, we assume the government remains agnostic about the exact magnitude of the overall

externality. It will hence maximize a standard Benthamite social welfare function to set

2INote that p; is also the rule that maximizes a “distorted” Benthamite welfare function under the
assumption that individuals cannot be less concerned than individual i.
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policies,??

W= /1 Us(bs)di (11)

Differently from individuals, the government also faces the policy implementation problem.
We assume it sets the policy in two steps. First, it derives the socially optimal rule, p*.
Second, it chooses how to enforce that rule.?® Let us start with the first step. Similar
to the individual maximization problem, once p* has been set up society is split in two
groups. The affected individuals below z(p*), and the unaffected group that voluntarily
choose behaviors that are more virtuous than p*. The government anticipates individuals’
equilibrium behaviors, b7 (p), once the rule p* is enforced. The indirect social welfare function

to be maximized is then,

1 z(p) 1
Wip) = [ Uiiondi = [ 6 o BL) —elp) ik [ (e (10 + B 0) i)
z(p
(12)
where B*(p) is defined by (7). Then p* solves the following FOC?
! ob}

z(p) . o §
[ ooy eson i [ ce)+ BL0) - (5]

+z(p))di =

z(p) 1 ob*
| i [ coienGia a3

0 +(p) Op
Note that the socially optimal rule equates average marginal externality on the LHS
of (13) to the average marginal cost on the RHS. So government’s policy reflects average
concern in society. The higher the concern on average, the stricter the government’s rule.
Quite intuitively, that rule will look too strict to a low-concerned individual and too lenient

to a high-concerned citizen. We will come back to this later.

Once p* has been defined, the government has to decide on how to enforce the rule. In
this context, it seems realistic that the government relies on fines and monitoring activities.

It might aim at full compliance, which would be ensured by sufficiently high fines and strict

22 As mentioned earlier, we make this assumption because we want to abstract away from other political
distortions. One might alternatively imagine that the government holds its own beliefs about the true benefits
of mitigating behavior. Then it maximizes a paternalistic social welfare function in which individuals’ utilities
are the same, with the same £(.). Such a model would deliver qualitatively similar predictions as the present
model, as long as the government’s concern lies somehow in the middle of the distribution of individuals’
concerns. Our model could be extended to include elections, lobbies, protests, and other forms of political
pressure. They would enter the model by distorting the government’s objective function. All of these
extensions would deliver interesting insights, but would probably require specific and detailed treatments.

23Nothing really important hinges on this assumption. It simplifies the math a bit and it makes the
comparison between the government’s rule and individuals’ entitled rules more transparent. It also cap-
tures those, perhaps realistic, situations where the enforcement problem is solved after a policy has been
independently chosen. However, a model where the government simultaneously decides the rule and the
enforcement instrument would yield qualitatively the same results as the present one.

2By c'(0) = 0 it follows that the socially marginal rule is always larger than zero, so we do not have to
worry about corner solutions for p*. Convexity of ¢(.) and concavity of all €;(.) ensure that the stationary
point is a maximum.
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monitoring. This might be difficult to achieve in practice, however, especially if monitoring
individuals’ behavior is costly and overly high fines are considered unacceptable by society
for some reason.

Here we assume that the government imposes the highest ’socially tolerable’ fine, k, and
that the probability to catch a non-compliant individual positively depends on two factors.
First, the efficacy of monitoring activity, which is parametrized by m € [0, 1] and represents
our policy variable. Second, the ‘degree of non-compliance’, defined as the difference between
the rule and an individual’s behavior, if positive. The idea is that stricter control by e.g. the
police (i.e., higher m) yields a higher probability to catch someone who does not comply with
the rule. Moreover, the more an individual misbehaves the more she becomes ‘detectable’
by the police. A parsimonious way to capture this idea is by assuming that the probability

to detect non-compliance is
* b +
N Gl D (14)
p
Observe that this probability ranges from zero to one, and increases linearly with misbe-
havior (p* — b;), at a rate ik
Now we can study how individuals optimally react to the government’s fine and moni-
P —bi

toring. By (14), the expected fine is k - m 5 when behavior is b; < p*, while it is zero if

b; > p*. Thus, individual ¢’s expected utility is

* _ T (,0* - b2)+
Ui(bi, p*,m) = ; (bi + B—;) —c(b;) — k- mip* . (15)
In equilibrium ¢ chooses her behavior so as to maximize (15), given the existence of the rule
p*, the govenment’s monitoring activity, m, and given the equilibrium behavior of all other
individuals. So, for all i, equilibrium behavior, bf(p*, m), satisfies the following optimality

condition at the equilibrium point:

gi(bi (p",m) + B;(p*,m)) = (b (p",m)) = 0 if bj(p",m)>p" (16)

k-m

*

(b3 (o, m) + B, (0" m)) — ¢ (63 (o, m)) + > 0 i B m)<pt (17)

Equation (16) refers to the group of unaffected individuals. They are the most concerned
ones, so they voluntarily choose a behavior that is more virtuous than the government’s rule,
as shown by Figure 3. These individuals do not really care about m because they bear no
risk of being fined. Yet, their behavior, b (p*,m), indirectly depends on m because in
equilibrium they optimally react to the behavior of the affected ones, which in turn depends
on m. Lemma 1 shows that this group shrinks when the rule is more stringent or monitoring
is stricter. More people will comply with the rule and, due to strategic substitutability, less
people will choose to behave more virtuously than the rule.

Expression (17) refers to the affected individuals. Somehow interestingly, they split in
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Figure 3: Equilibrium behaviour
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two sub-groups. First, those who choose to fully obey the rule and pay no fine whatsoever.
They are less concerned than the unaffected ones, and more concerned than the second sub-
group (see below). We know from Figure 3 that their full-compliant behavior is p* and their
types are higher than z(p*, m) and lower than z(p*, m). Lemma 1 also shows that the size of
this group enlarges when monitoring is intensified. The second sub-group consists of the least
concerned types below z(p*, m). Monitoring is not sufficient to lead these individuals to fully
comply. So they bear the risk of being fined. However, Lemma 1 indicates their behavior
is more virtuous than the decentralized behavior with no monitoring. The perspective of
being fined if caught, leads them to increase their behavior with the intent of reducing the

expected fine. Lemma 1 summarizes these results.?®

Lemma 1. In the presence of a government rule, p*, and monitoring activity, m, society

is split in three groups as follows:
1. Unaffected individuals, with bf(p*,m) > p* and i € ((z(.), 1].

2. Affected individuals deciding to fully comply, with bf(p*,m) = p*, and i € [2(.),z(.)].
The highest individual in this group, x(p*,m), positively depends on m and p*. The

lowest one, z(p*,m), negatively depends on m.

3. Affected individuals choosing not to fully comply, with bf(p*, m) < p*, and i € [0, 2(.)).

Stricter monitoring will induce more virtuous behavior by these individuals.

The second step in the government’s problem consists in choosing monitoring activity

m optimally, given p* and given individuals’ best responses defined by Lemma 1. Socially

25proofs of Lemma 1 and all following propositions are provided in Appendix B
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optimal monitoring, m*, maximizes the following indirect social welfare function:

z(p*,m) z(p*,m)
W' m) = /0 U5 (0", m), B*4(o", m))di + /( U m B )
z(p*,m
1
T / UL(bt (0", m), B 4(p*,m))di — k(m). (18)
a(p*m)

where the three integrals are aggregate utilities of the three groups defined by (15) and
k(m) is the monitoring cost function, which we assume is increasing, convex, and twice
differentiable. To get rid, for simplicity, of redistributive and double-dividend concerns,
here we also assume that fines proceeds are burnt.

The optimality condition that pins down m™* is the following

oW 2etm) o ! ob;
—— = (b:() + B, () =L di ! (b (p) + B, Ldi
g = AwOs B O [ )8 e) g
z(p*,m) ob* 1 ob*
< / /(B ( % 1 s ! (b*( A% 1 s
S W+ [ At m) G+ [ BERCCITRDIE-T D

Strict inequalities yield corner solutions. The first integral is the positive social marginal
benefit of non-compliant individuals in the affected group. By Lemma 1, they increase their
behavior because stricter monitoring implies a higher chance to be caught and fined. The
second integral is the megative social marginal benefit of people in the unaffected group.
They decrease their behavior because of strategic substitutability. Lemma 1 also shows
that monitoring affects the size of the three groups. But these size effects are offset at the

margin.

2.3 Institutional and Social Distrust

This subsection derives loss of institutional and social trust from individual expectations of
a right policy and fair behavior. Individuals have different views of the beneficial effects of
mitigating behavior. So each individual derives her own subjective view of what the right
rule should be. We called this an ‘entitled policy’, p;. It captures i’s moral expectation that
everyone should be at least as concerned as she is and should care about others at least as
much as she does.

Institutional trust derives from ¢’s expectation that the government will implement what
she deems the right policy, p;. If it does not, individual ¢ loses trust in political institutions.
Social trust reflects the confidence that other people will do what they ought to do, which
in a democracy is their civic behavior of abiding by the government rules. If they do not
obey the rules, our individual will start distrusting them.

In this formulation, social and institutional trust are two complementary elements of an
individual’s moral view on society. On the one hand, a government is trustworthy when

it implements policies reflecting her moral expectations. On the other hand, citizens are
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trustworthy when they do what every civic citizen should do in a democracy: abide by the
government’s rules. We lastly rule out moral hypocrisy, assuming that when an individual is
not complying, she can only distrust people whose behavior is worse than her own behavior.

Of course one might think of different definitions of social and institutional trust. Here
however we are thinking of two concepts allowing for conceptual decomposition of individu-
als” disappointment. On the one hand, towards the government and, on the other, towards
other citizens. Alternative formulations would imply conceptual issues. For instance, as-
suming that an individual distrusts others if their behavior is below her entitled policy
would imply that she blames others for the same reasons why she blames the government.

So interpersonal and institutional trust would be conceptually equivalent.

2.3.1 Institutional Distrust

An individual feels entitled to a level of utility corresponding to her entitled policy, p;.
As in Passarelli and Tabellini (2017), this entitled level of utility, denoted V;(p}), serves
as a reference point. If utility deriving from the government policy, V;(p*), falls short of
that reference point, the individual is disappointed and she becomes distrustful towards the

government.

Definition 1. Let DZ-I denote 1’s institutional distrust. We assume it is commensurate to
utility loss due to adopting p* instead of p;. With some abuse of notation, we then obtain
for all i and all j # 1,

Dl (pi, p*) = Vi(p}

b;,b;zp;r) - Vi(p* b:f,b;pr*) (20)

Importantly, both utility levels are computed under the expectation that all individuals,
including herself, will obey the rule. Under this assumption, the loss of utility is entirely due
to the government. Thus, equilibrium behaviors of others, B* (p*) and B*,(p}), are defined

by (7) when the rule is p* or p}, respectively. As of individual 7, equilibrium behavior, b} (p})

and b} (p*), cannot be lower than the rule.

2.3.2 Social Distrust

If loss of utility is due to low compliance, individual i cannot blame the government but will
instead blame non-complying individuals. The uncivic behavior of the latter causes a loss of
utility compared to the counterfactual situation in which everyone complies. If she does not
comply herself, however, she can only blame people whose behavior is worse than her own
behavior. Given a government rule p*, the reference utility for social trust Vi(p*,m*) can
thus be twofold. When individual i follows the rule or behaves even better (b > p*), it is
the counterfactual utility resulting from a situation where everyone else complies with that

rule. When individual ¢ does not comply with the rule (b} < p*), it is the counterfactual
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utility where everyone else manages at least the same, insufficient, level of mitigation, b;.

Definition 2. Social distrust, DZS, 15 the loss of utility due to low compliance. For all i and

A

all j # i, it is commensurate to the difference between i’s reference utility, Vi(p*,m*), and

her actual utility in equilibrium, so that, with some abuse of notation,

= Vi(p*sm)pepr if b7 > p"
D (p*,m*) =4 . bizpr KR Z (21)
- Vi(ﬂ*am*ﬂb;f,b; if b <p’

b;>br
2.4 Equilibrium
We are now ready to define and characterize the political equilibrium in what follows.

Definition 3. A political equilibrium consists of:

i. A set of entitled policies, p;, mazimizing individuals’ indirect utilities defined by (6)
and taking into account the equilibrium behavior of the other individuals under the

assumption that p; is fully enforced.

ii. A policy vector (p*,m*) such that: a) the rule p* maximizes the Benthamite social
welfare function defined by (11) under the assumption that all individuals comply with

the rule; b) the monitoring activity m* maximizes (18) taking into account individuals

equilibrium behavior, b} (p*,m).

iii. A set of indwidual equilibrium behavioral responses, b} (p*,m*) defined by Lemma 1,
such that society is split in three groups as follows: 1. a group of unaffected individuals
with b(.) > p* and i > x(.); 2.1 a group of affected individuals deciding to comply
with b} (.) = p*, and i € [2(.),x(.)]; 2.2 a group of affected individuals deciding not to
comply, with b7 (.) < p* and i € [0, z(.)).

w. A set of individual reference utilities, Vi(p*’b]->b*)7 based on the presumption that
all individuals comply with the entitled policy, p;; a set of counterfactual utilities,

Vi(p*,m*|bj>byf), based on the presumption that all individuals comply with the gov-

ernment rule p* or they behave at least as much as individual i does.

v. A set of equilibrium levels of institutional distrust, DI (p?, p*), defined by (20), and a
set of equilibrium levels of social distrust, DY (pf, p*), defined by (21).

This equilibrium features a society where, roughly speaking, the government implements
a rule reflecting an average level of concern. Monitoring is costly, so it is not perfect. Some
low-concern individuals choose not to fully comply. Citizens distrust the government for not
implementing what they deem the right rule, and they distrust other people for not even
complying with the government rule, or for complying less than they are. Below we further

characterize these two forms of distrust.
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Let us first point out that here we are taking a fully positive approach: we are studying
what determines distrust, when the government only aims at maximizing individuals’ ma-
terial utility. As we discussed in the introduction, distrust can play a role in many social
and political circumstances. A normative approach would imply studying the consequences
of distrust, with a government internalizing them into a broader objective function. For in-
stance, one might think of a government willing to minimize political or economic instability
deriving from distrust. Internalizing how policies affect distrust might help the government
shape a better policy. In this light our model can also contribute to the (possibly normative)
analysis of a wide set of economic and political situations following from a rise in distrust.
We will come back to this point in the conclusions.

In the society featured so far institutional distrust is triggered by different reactions
to the government’s policy. Quite intuitively, a highly concerned individual has a high
appreciation of the benefits of mitigating behavior. So she blames the government because
she thinks the government rule is too lenient and it does not allow to fully capture those
benefits. A low-concern individual distrusts the government for a different reason. In her
view, externalities are low. So she blames the government for having to pay an adjustment
cost she thinks is not worth the low benefits of mitigating behavior. The low-concern ones
are then annoyed for paying a cost to reduce an externality that they value very little. The
high-concern ones are annoyed because the rule is too lenient. However, the latter are partly
compensated because they can save on adjustment costs, which can be large due to cost
convexity. For this reason we find that high-concern individuals are less disappointed with
the government compared to the low-concern ones.

Social distrust comes from disappointment with the behavior of other people. A high-
concern individual is disappointed because some people do not even abide by the government
rule. In her view, their misbehavior leads to large losses compared to what they ought to do.
Thus we expect high-concern individuals to develop strong feelings of social distrust. On
the contrary, a low-concern individual does not think misbehavior is a big loss. Moreover,
if she does not comply she can only complain for the (small) loss due to the misbehavior of
those who are complying less than herself.2¢

In sum, compared to high-concern individuals, the low-concern ones are expected to
develop a stronger sense of distrust towards the government for not implementing the right
policy. The high-concern ones are instead more likely to distrust other people for not
abiding by the rule. These results are summarized formally by Proposition 1 and presented

graphically in Figure 4.

Proposition 1 (Asymmetry in trust). Let a € [0,1] be the individual whose entitled
policy is equal to the government’s policy, pg, = p*, and let

- L C [0,1] denote the subset of low-concern individuals such that p; < p*, for any l € L,

260f course, moral hypocrisy may lead some non-complying individual to blame people that are complying
more than herself. This is an interesting attitude to study but, as pointed out earlier, we omit it here.
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- H C [0,1] denote the subset of high-concern individuals such that p* < py,, for any h € H.

i. For any ‘symmetric’ couple of low-concern/high-concern individuals, such that |l — a| =
|h — al, if the cost function is sufficiently convex and externality functions are suffi-
ctently concave, the low-concern individual distrusts the government more than the

high-concern individual: Dll > DI

1. The higher an individual’s level of concern, the more that individual distrusts other

people: if i > j then DZ»S > Df.

Figure 4: Asymmetry in trust

institutional distrust social distrust

low - concern high - concern

Institutional distrust comes from disagreement with the government’s rule. So, if the
government’s rule is unchanged, we expect overall institutional distrust to increase if opin-
ions and concern become more heterogeneous across individuals. The more they disagree
amongst themselves, the more they will blame the government because the distance between
their most preferred rule and the government rule increases.

More heterogeneity in beliefs will lead to bigger differences in behavior, but also to more
diversified expectations about what others ought to do. This in turn will lead to a bigger
loss of social trust, which will come especially by the disappointment of the most concerned

ones. Proposition 2 formalizes these results.

Proposition 2 (Disagreement). Let TD! = fol DIdi be total institutional distrust in a
society, and let TDS = fol Dfdi be total social distrust. TD!' and TDS increase if

i. heterogeneity in individuals’ levels of concern increases,

1. level of concern is sufficiently large and increases proportionally for all individuals.

Whereas proposition 2 focuses mainly on total levels of trust, the following two propo-

sitions explore how a given shock asymmetrically affects trust for subgroups being more or
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less concerned. Those propositions will also guide our discussion of our empirical results in
section 3. In this light, we are interested in two comparative statics: when the government
rule is ‘perceived’ to increase, and when the costs of mitigation are ‘perceived’ to rise. Here
we talk about perceptions because our experiment treatments in section 3 are aimed at
increasing individuals’ perceptions about different aspects of the Covid crisis, such as the
strictness of the rules or the cost of mitigating behavior.

Proposition 3 assumes the government rule increases. We do not model, for simplicity,
why this should be the case. It might be due for instance to the fact that the government
has got its own view about the severity of the externality and implements a paternalistic
policy. If it becomes more concerned, the policy will be stricter. High-concerned individuals
will like that policy more, while low-concerned ones will like it less, with institutional dis-
trust decreasing for the former and increasing for the latter, and the aggregate effect being
higher distrust if the rule increases a lot. Furthermore, an increase in the rule will lead all
individuals to distrust others more, because with a stricter rule more individuals will not
comply and take the risk of against being caught and fined, a result echoing Aghion et al.
(2010).

Proposition 3 (Strict intervention). If the government rule p* is (perceived to be) in-

creasing then, all things being equal,

1. high-concerned individuals distrust institutions less and low-concerned distrust it more;
the total effect on institutional distrust T D' is positive if the perceived increase in p*

1s sufficiently large, and,

#. all individuals distrust others more; total social distrust TD® increases; the effect is

larger for high-concerned individuals compared to low-concerned ones.

The following proposition studies how mitigation costs affect individual levels of trust.
If costs are higher all individuals will think the rules should be less restrictive. Given the
government rule, those who are very concerned will align more with the government and
gain institutional trust, while the less concerned ones will disagree more and lose trust in the
government. More individuals will choose not to comply or to further reduce their behavior,

feeding the distrust of others.

Proposition 4 (Costly compliance). If marginal mitigating costs ' (b;) are (perceived to
be) increasing for any value of b;, then, all things being equal, preferred mitigating policies

p; are lower for all individuals, so that

1. high-concerned individuals distrust institutions less and low-concerned distrust it more;
the total effect on institutional distrust T D' is positive (negative) if the perceived

increase in c (b;) is sufficiently large (small), and,

#. all individuals distrust others more; total social distrust TD® increases; the effect is

larger for high-concerned individuals compared to low-concerned ones.
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2.5 Discussion

As we show in the following Section 3, Propositions 1 to 4 are consistent with our exper-
imental evidence, but we think they can be given a general interpretation. Whenever a
society is tackled by a new challenge or a crisis requiring social coordination, we might
observe increasing distrust in institutions, especially by those who, for whatever reason, are
less worried. Large disagreement, perhaps due to little knowledge about the severity of the
crisis, might then lead to a large erosion of political trust. Additionally, our model predicts
that more heterogeneity will lead to bigger differences in behavior. This in turn will further
fuel social distrust in society. Here distrust comes especially from the most concerned ones,
who are disappointed by the misbehavior of the less concerned ones.?”

Crises requiring stricter policies (Proposition 3) or stronger sacrifices (Proposition 4)
are more likely to erode social trust but also risk undermining institutional trust. Also
here, different groups might react differently to a given crisis or change in the policy, as the
more concerned distrust others more, and the less concerned mostly lose trust in political
institutions.

Take climate change, for example. We discussed above how beliefs about the severity
of global warming and the effect of mitigating behavior can be very heterogeneous. Some
individuals think we are already in a dramatic situation and that the government should
act immediately, others think the crisis has little to do with human behavior or at least
it is not a top-priority problem. Both groups will be disappointed with the government’s
environmental policy. The former because it is doing too little, and the latter because it is
doing too much. The latter kind of disappointment with the government comes especially
from the low-concern groups that, according to our model, are expected to resist the imple-
mentation of those policies more. The stricter the rules are perceived to be, or the larger
the costs of complying with them, the more these effects will play out.

All of these predictions are worrisome. The risk of institutional and interpersonal dis-
trust is latent in complex societies, where social coordination becomes more important, and
individuals are strongly opinionized, if not polarized, in their beliefs. We will come back on

this point in the conclusions.

2TIf the government does very little, such as Bolsonaro or Trump at the outset of the Covid pandemic,
our framework predicts that the concerned group will mostly develop distrust in institutions, while there
will be little to complain about the non-virtuous behavior of the non-concerned ones.
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3 Experimental Effects of the Covid-19 Crisis on Distrust

We now present a large online survey conducted in June 2020 and interpret its findings
through the lens of our theoretical model.?® The primary goal of this priming experiment
was to make several dimensions of the Covid-19 crisis more salient to investigate its effect
on individuals’ socio-political attitudes. The treatment (Covidfirst) presents a randomly se-
lected group of respondents with a block of treatment questions on how they experienced the
pandemic, before asking them a block of outcome questions eliciting socio-political attitudes.
The control group (Baseline) instead receives the outcome questions before the treatment
questions. Table 1 summarises this reversed-order experimental design, and paints a visual

picture of the survey flow for the two conditions.

Table 1: Experimental Design

Covidfirst Baseline
Background information Background information
Treatment questions Outcome questions

Sub-conditions: Institutional trust
Health Interpersonal trust
Health & Economic Taxation and the welfare state

Health & Conflict

Outcome questions Treatment questions
Institutional trust Sub-conditions:
Interpersonal trust Health
Taxation and the welfare state Health & Economic

Health & Conflict

Further background information Further background information

In line with other papers using similar priming techniques, such as Alesina et al. (2023)
or Bartos et al. (2021), our presumption is that the Covid-19 crisis becomes more salient by
asking treatment questions before outcome questions. Any changes in treated respondents’
answers compared to the non-treated can then be attributed to thinking more intensely
about the crisis, and proxy the way trust and political beliefs are affected.

To investigate the mechanisms driving these salience effects we split the treatment ques-

tions into three blocks:

1. Health: These questions tackle respondents’ day-to-day experience of the epidemic,

e.g. which of the measures they have adopted, whether they had covid cases among

28The survey is part of a larger project studying the relationships between Covid-19 crisis and individ-
uals’ attitudes towards a large set of socio-political issues. Here we consider a subset of survey questions
regarding institutional and interpersonal trust along with attitudes towards redistributive policies. The
large questionnaire also included questions on populism, values and globalization, which we do not take up
in the analysis here but use for the multiple hypothesis testing in Appendix D.2.

The survey was pre-registered as AEARCTR-0005952. Heterogeneous treatment effects were not included
in the pre-analysis plan. See Appendix E for a link to the questionnaire and a complete list of the outcomes,
as well as Table D4 for summary statistics of all variables used.
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their acquaintances and family members, whether they found the policy measures
too strict or hard to bear, whether they were concerned for their health, etc. This
block makes respondents think more intensely about the pandemic as a public health
crisis, and about the (appropriateness of the) containment policies enacted by their

governments.

2. Economic: This block targets respondents’ experience with the economic conse-
quences of the epidemic. We asked whether they lost their job or any future job
opportunities, whether people around them were suffering from economic distress,
etc. These questions are expected to trigger respondents’ awareness of the economic
effects of the crisis, along with the (appropriateness of the) policies to alleviate eco-

nomic hardship.

3. Conflict and Cooperation: These are questions shaped along a rally-around-the-
flag rhetoric. For instance, we asked respondents whether the crisis can be compared
to a war waged against a hidden enemy, and to what degree it requires unity and
cooperation to win it. This block makes respondents think more intensely about the
social cohesion needed to overcome a crisis, and how important it is that people comply

with the rules in order to do so.

The outcome questions elicit respondents’ degree of institutional and interpersonal trust

along with their attitudes towards redistributive policies:

Institutional trust: We ask respondents how much they trust politicians, the na-
tional government, and the European Union. In order to check for accuracy, we lastly
introduce a costly task, similar to DellaVigna et al. (2016). We measure whether
the respondents accept to spend time (5 minutes) to read a pro-European integration
speech and give us their opinion for educational purposes. We expect this measure
to be positively correlated with trust in the EU specifically, and institutions more

generally.?”

Interpersonal trust: We elicit social trust using the standard question whether
people can in general be trusted. We also measure support for direct democracy,
using a question which elicits the degree to which respondents think ‘the people, and
not politicians, should make our most important policy decisions’. Whilst we initially
included this question to size up populist attitudes, it can also capture a policy-oriented

and hence indirect dimension of social trust, at least to some degree.3°

2%For a detailed description of this incentivised measure and its challenges see Appendix C.1 and C.3.

3%Indeed, respondents disagreeing with this statement will most likely think regular citizens are worse
administrators than actual politicians, or believe both are equally bad. In both cases other citizens are not
sufficiently trusted to delegate policy decisions to, which can be a proxy for lower trust in others. We will
come back to this point later.

25



Taxation and the welfare state: We elicit respondents’ views on financing redis-
tributive policies. In particular we measure approval of tax-financed poverty allevia-
tion, levying taxes to provide public health care, to ensure adequate unemployment
benefits and to provide a reasonable standard of living for the elderly. We also elicit

perceived excessiveness of overall and own fiscal burden.

Importantly, we use the three treatment questions blocks to implement three mirroring
treatments. In the first one, the respondents receive ‘Health’ questions only. The second
treatment consists of ‘Health’ plus ‘Economic’ questions, and the third of ‘Health’ plus
‘Conflict&Cooperation’ questions. We denote these treatments by H, H+E, and H+C,
respectively. We include the ‘Health’ questions in all treatments because the ‘Economic’
and the ‘Conflict&Cooperation’ questions could activate health-related aspects as well. To
cleanly identify the impact of the Economic and the Conflict&Cooperation dimensions in
the second and third treatments, we therefore intentionally activate and fix health aspects
across all treatments.3!

We then estimate the following statistical model via OLS regression
Y = Bo+ BT + B2 X + BsW + Bak + ¢,

where Y is the answer to any outcome question, T is an indicator variable equal to zero in
the Baseline condition (no treatment) and equal to 1, 2, and 3 in the H, H+E, and H+C
sub-conditions. X and W are individual and regional controls,3? whilst x denotes regional
(NUTS-2) fixed effects.®® To ease the interpretation of our results, all outcome variables
have been standardised with respect to the outcomes in the Baseline condition. In some
regressions we will pool all three treatments together, and refer to this as the "Covidfirst"
condition. Summary statistics are reported in Table D4.

The survey was conducted in Germany, Italy, the Netherlands and Spain in the first
two weeks of June 2020, in the aftermath of severe lockdown measures adopted in those
four countries. A random sample of approximately 2,000 adult individuals per country were
reached by the survey company Respondi. The sample was built to be close to representatives
in each country (see Appendix C for further details about the survey flow and the data
collection).

Appendix Table D18 shows that the randomization strategy is effective as there are no

31'We provide respondents in the ‘Health’ sub-condition neutral filler questions to ensure they do not
receive disproportionately fewer questions than respondents in the Economic and Conflict&Cooperation
conditions.

32 All regressions control for gender, age, age squared, employment /unemployment, years of education,
immigrant status, family status and number of family members, a dummy for voting in the last elections,
equivalised household income, a dummy indicating the position of the question we use to get a behavioural
(incentivised) measure of support for the European Union (see Appendix C.3 for more details).

33We cluster the standard errors at the finest level available for each country. Specifically, NUTS-3 for
Italy and Germany and NUTS-2 for Spain and the Netherlands. Our results are unchanged by clustering at
different levels.
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sizeable differences in these variables between individuals in the Baseline groups and the
Covidfirst groups. As further discussed in Appendix C.3, we address fatigue effects as well
as demand effects by leaving the respondents blind to experimental conditions other than
the one they are participating in. Appendix D.2 reports the corrected p-values for multiple
hypothesis testing for the analyses presented in the next section. These analyses confirm

the validity of our results and the robustness of our design.

3.1 Treatment Effects

We find that simply asking respondents questions about their pandemic experience before
asking them about trust makes them less trustful towards others and political institutions.
This is illustrated in Figure 5. It shows the treatment effect on several trust dimensions
and the associated confidence intervals, relative to the Baseline condition. In the left panel
all three sub-conditions are pooled together. Following treatment, trust in the EU drops
by —11.4% (p < 0.01) of the Baseline’s standard deviation, interpersonal trust drops —12%
(p < 0.01) and support for direct democracy drops by —5%.%* Primed respondents are 14%
of a standard deviation less likely to read the Pro-EU speech. These results support the idea
that when thinking intensely about the crisis and about the government policies, individuals
feel distrust more intensely. This is in line with our main theoretical point, predicting that
government intervention to curb externalities yields political and interpersonal distrust. The
corresponding tables are reported in Appendix D.?°

The treatment effect on trust in government and trust in politicians is non-significant,
At first glance, this result does not seem consistent with our theory. However, our model
offers two possible explanations for this apparent inconsistency.

First, the treatment may have reminded respondents in each of the four countries that
the government rules were quite strict during the first Covid wave in Spring 2020. This might
have led concerned individuals to think that the government is right in setting such restric-
tive rules, while it might have led unconcerned individuals to think that the government is
wrong. If this is the case, then the treatment leads the former to trust the government more
and the latter to trust it less. The two effects may offset leading to a non-significant average
effect that we see in the data. This explanation is consistent with 3-¢ saying that if the
government rules become stricter, all other things being equal, concerned individuals will
trust the government more while unconcerned individuals will trust the government less.

As for the second explanation, recall that the left panel pools the three sub-conditions

together. So it might be that the three sub-conditions lead respondents to focus on different

34 As discussed above, such a negative effect on support for direct democracy can be interpreted as an
indirect drop of social trust along the policy-dimension. The fact that it significantly coincides with the
overall drop in social trust underpins this interpretation empirically. The null-effect we find for the other
questions in the larger survey measuring populist attitudes speaks in the same direction (see Appendix E).

35We ran all of our tests without covariates and obtain the same results in all cases. For the sake of
brevity we do not report them here.
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Figure 5: Treatment effects on trust
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Left panel: all sub-conditions together. Right panel: separate sub-conditions Health (H), Health + Economic (H+E) and Health +
Conflict /Cooperation (H+C). Confidence intervals: 95% (vertical bars) and 90% (bold line).

dimensions of the Covid crisis, with offsetting effects on trust in government /politicians. The
right panel of Figure 5 checks for this possibility. It breaks the treatment effect down into
the three sub-conditions. Trust in government and in politicians decreases (significantly)
in the ‘Economic’ sub-condition (H+E) while it does not in the ‘Conflict and Cooperation’
sub-condition (H+C) and in the ‘Health’ sub-condition (H). In fact, the non-significant
effect in the left panel is the composition of three opposite effects displayed in the right
panel. It is plausible that the ‘Economic’ sub-condition (H+E) has led respondents to focus
on the sizeable economic costs associated to the crisis. For instance, treated individuals
might think that job losses are due to costly lockdown measures more so than non-treated
ones. This would be consistent with Proposition 4-¢ saying that higher mitigating costs
lead all individuals to think that mitigating measures should be less severe. If this is the
case, unconcerned individuals trust the government less, while concerned individuals trust
the government more. The overall effect on trust in governments and politicians is negative
if the priming effect on costs is sufficiently large, as we see in the H+E sub-condition.
Interestingly, the negative effect on social trust is stronger in the ‘Economic’ sub-
condition, compared to the other two treatments. This is consistent with the idea that
when a respondent thinks more intensely about economic hardship she might blame others
more because their non-compliant behavior causes more social harm. This result is then

consistent with Proposition 4-i.
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Inversely, the ‘Conflict and Cooperation’ sub-condition might have led respondents to
think more intensely that the crisis is a common threat and it is important to have a strong
and trustworthy government setting common rules. In this sense, the treatment might have
reduced the heterogeneity of respondents’ views about the right policy to implement. As
suggested by Proposition 2-i, lower heterogeneity yields less political distrust, a prediction
which is in line with H+C effect in the right panel of Figure 5. Similarly, we also see that
H+-C effect on social trust is smaller than for the other two treatments.

We will unpack these explanations further in our heterogeneity analysis in the next

subsection.

3.2 Heterogeneity Effects

We first of all investigate the heterogeneous treatment effects along the dimension of indi-
vidual concern with the crisis. As a part of the ‘Health’ treatment, individuals are asked
how much they are worried about their health due to the epidemic (on a scale from 1 to
10). We use answers to study the interaction between health-concern and the treatment.
Table 2 again pools the three treatment sub-conditions.

As for social trust, the interaction term in the third row shows that the treatment
effect is stronger for more concerned individuals (columns 4-5). The more an individual is
concerned, the more the treatment results in a loss of social trust. This result is consistent
with the theoretical predictions in Propositions 3-i7 and 4-ii, and with our interpretation of

trust in direct decomcracy as a proxy for social trust as expained above.

Table 2: Priming Covid, Trust and Health Concerns

(1) (2) (3) (4) (5) (6)

Trust EU Trust Nat. Gov. Trust Politicians Trust Others Trust Dir. Democracy Pro EU Speech

Covidfirst -0.116%** 0.007 -0.031 -0.119%%* -0.054** -0.143%**
(0.020) (0.021) (0.020) (0.027) (0.023) (0.022)
Health Concerns 0.109%** 0.067%** 0.068*** -0.024 0.071%** 0.032**
(0.023) (0.022) (0.022) (0.022) (0.025) (0.015)
Covidfirst * Health Concerns 0.007 0.058%* 0.060*** -0.041%* -0.069%** 0.037*
(0.029) (0.025) (0.023) (0.024) (0.026) (0.019)
Observations 7.916 7.916 7.916 7.916 7.916 7.916
R-squared 0.058 0.156 0.214 0.079 0.061 0.087
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. 'Covidfirst’: all treatments pooled together. ’Health Concerns’: perceived Covid-19 health risks
from 1 (very low) to 10 (very high). Controls include gender, age, age squared, employment/unemployment, years of education,
immigrant status, family status and number of family members, a dummy for voting in the last elections, equivalised household income
(coded into five quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects. Robust standard
errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

As for trust in government and politicians, the first row shows no significant effect, in
line with the left panel of Figure 5. However, the third row reports a significant positive

effect for highly-concerned individuals, as is the case for the incentivised outcome measuring
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(EU) political support. This is consistent with the possibility that the treatments have fed
respondents’ perception that the government rules were actually very strict or that the
mitigating costs were quite high. So it corroborates the two explanations in the previous
subsection and it is in line with Propositions.3-i and 4-i. There is no heterogeneity effect
for Trust in the EU specifically.

In Table 3, we replicate this analysis using a discrete measure of health concern, by
splitting this variable in three tertiles. It is immediately clear that the negative treatment
effects on trust in institutions are driven by very unconcerned individuals (first tertile),
while the negative effects on interpersonal trust are driven by very concerned individuals
(top tertile). This further coorroborates the theory, along with the idea that the treatments

effects travel through the perception that rules were strict and costs were high.

Table 3: Priming Covid, Trust and Health Concerns: tertiles

(6)
Pro EU Speech

M) @) @) (1) )
Trust EU Trust Nat. Gov. Trust Politicians Trust Others Trust Dir. Democracy
Covidfirst -0.155%** -0.071%* -0.111%%* -0.069 0.003
(0.038) (0.037) (0.033) (0.042) (0.039)
Covidfirst * Health Concerns 2" Tertile — 0.105%* 0.122%* 0.128** -0.058 -0.063
(0.050) (0.052) (0.052) (0.058) (0.054)
Covidfirst * Health Concerns 3" Tertile 0.012 0.125%* 0.124** -0.108* -0.124*
(0.068) (0.063) (0.059) (0.056) (0.064)
Observations 7,916 7,916 7,916 7,916 7,916
R-squared 0.056 0.156 0.213 0.080 0.062
Controls YES YES YES YES YES
Region FE YES YES YES YES YES

-0.208%%*
(0.039)
0.109%*
(0.054)
0.099%*
(0.047)

7,916
0.089
YES
YES

Note: Estimates from OLS models. ’Covidfirst’: all treatments pooled together. 'Health Concerns’: perceived Covid-19 health risks
from 1 (very low) to 10 (very high) split in three tertiles. Controls include gender, age, age squared, employment/unemployment, years
of education, immigrant status, family status and number of family members, a dummy for voting in the last elections, equivalised
household income (coded into five quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects.
Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

Table D11 in Appendix reports similar findings when heterogeneity is captured by self-
reported compliance with rules, measured by another ‘Health’ treatment question. We
find that respondents reporting higher compliance lose more trust in others and trust the
government and politicians more. This is not surprising since the theory predicts that people
comply more if they are more concerned, and Table 4 indeed shows a strong correlation
between compliance and health-concern (0.42).

In the ‘Conflict and Cooperation’ sub-condition we ask several questions on the degree to
which respondents agree that cooperation and compliance with the rules is a way to defeat
the virus. We interpret their answers as respondents’ expectations about the civic behavior

of others. We call this variable ‘Civic Expectations’, and find that it is highly correlated
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with health-concern (0.37) and with self-reported compliance (0.48).3% Those expecting
others to behave in a civic manner are likely to report health concern and self-compliance
with the rules. Somehow importantly, if we use these expectations to capture heterogeneity
of concern, we find that the treatment yields a sharp drop in social trust amongst those
expecting more civic behavior. This result supports our basic theoretical idea that social
distrust is caused by disappointed expectations about the civic behavior of others (cf. Table
D12 in Appendix).

Table 4 sheds further light on the mechanism connecting individuals’ concern, compli-
ance, and civic-expectations with their perceptions of the government’s management of the
pandemic. Our survey included two specific questions on this matter: i) were the rules
imposed by the government to face the pandemic too strict? ii) how well is the government
dealing with the pandemic? Responses are strongly correlated with concern, compliance
and expectations about others’ behavior. This validates our theoretical channels predicting
that more concerned individuals are less likely to think that rules are too strict and more
likely to positively evaluate government’s performance. The same applies to individuals

complying more or expecting more civic behavior from others.

Table 4: Evaluations of Covid Regulations Strictness

M @) ©) @) 6) ©)
Rules too Strict Rules too Strict Rules too Strict Gov. Performance Gov. Performance Gov. Performance
Compliance -0.703%** 0.192%%*
(0.043) (0.015)
Health Concerns -0.261*** 0.116%**
(0.046) (0.016)
Civic Expectations -1.201%** 0.335%**
(0.059) (0.020)
Observations 8,234 8,234 2,741 8,234 8,234 2,741
R-squared 0.078 0.037 0.191 0.187 0.169 0.270
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ‘Rules too Strict’: perceived strictness of Covid regulations from 1 (not at all) to 10 (a lot).
‘Gov. Performance’: evaluation of the national government’s crisis management from 1 (very bad) to 10 (very good). ‘Compliance’:
factor variable increasing in compliance with Covid regulations. ‘Civic Expectations’: factor variable increasing in expectations of civic
behaviour of others. ‘Health Concerns’: self-perceived Covid health risks from 1 (very low) to 10 (very high). Controls include gender,
age, age squared, employment/unemployment, years of education, immigrant status, family status and number of family members,
a dummy for voting in the last elections, equivalised household income (coded into five quantiles), a dummy for the position of the
pro-EU text within the survey and region fixed effects. Robust standard errors clustered at the province level are in parentheses. * p
< 0.1; *¥* p < 0.05; *** p < 0.01

Table 5 investigates the heterogeneous effects of health-concern along the three sub-
conditions. We can use these results to further underpin our interpretation of the experi-

mental outcomes in Section 3.1. We advanced the interpretation that the Economic sub-

36The variable ‘Civic Expectations’ is a combination of treatment questions resulting from a factor
analysis. Specifically, we measure from 1 to 10 agreement with the statement that “We can defeat COVID-
19 only if everyone self-sacrifices, e.g. by strictly respecting self-isolation at home”; “People breaking the
rules can be considered traitors and should be punished”; “Unity is the main strategy to defeat the COVID-
19 crisis”. Logically, this is tested only on the subset of respondents in the Health & Conflict receiving this
set of questions.

31



condition (H+E) would have led individuals to think intensely about the huge costs of the
pandemic and the restrictiveness of the government rules. This would have led unconcerned
individuals to trust the government less, and concerned individuals to trust the government
more. This interpretation is supported by the effect of interaction between concern and
the H+E sub-condition (the sixth row, columns 2 and 3), showing that in the Economic
treatment more concerned respondents gain trust in the government once primed. Thus,
the significant negative effect of H+E on political trust we found in the right panel of Fig-
ure 5 is driven by the loss of trust experienced by unconcerned individuals, as predicted by
Proposition 4-i. in the case of a large increase in adjustment costs.

Moreover, Table 5 shows that also the ’Conflict and Cooperation’ sub-condition (H+4C)
yields a significant and positive effect on the institutional trust of concerned respondents
(seventh row, columns 2 and 3). Thus the high-concerned turn to the government more
than the low-concerned, once they are reminded of the importance of cooperation. The same
respondents also trust direct democracy less (Column 5), which indicates they distrust other

people more when thinking of them as directly taking part in political decision-making..

Table 5: Priming Covid, Trust, Health Concerns: by treatment

(1) (2) (3) (4) (5) (6)
Trust EU Trust Nat. Gov. Trust Politicians Trust Others Trust Dir. Democracy Pro EU Speech

T =1 (H) -0.102%** 0.028 -0.018 -0.120%** -0.058 -0.108%**
(0.028) (0.030) (0.028) (0.035) (0.040) (0.029)
T =2 (H+E) -0.185%** -0.045 -0.086*** -0.185%** -0.032 -0.182%**
(0.028) (0.029) (0.027) (0.034) (0.029) (0.029)
T =3 (H+C) -0.060** 0.037 0.010 -0.052%* -0.071%* -0.140%**
(0.029) (0.026) (0.025) (0.032) (0.031) (0.031)
Health Concerns 0.109*** 0.067*** 0.069*** -0.024 0.070*** 0.032**
(0.023) (0.022) (0.022) (0.022) (0.025) (0.015)
T = 1 * Health Concerns -0.022 0.024 0.022 -0.058 -0.026 0.024
(0.033) (0.030) (0.028) (0.036) (0.036) (0.025)
T = 2 * Health Concerns 0.023 0.066* 0.072%* -0.048 -0.107%** 0.029
(0.035) (0.034) (0.032) (0.030) (0.033) (0.025)
T = 3 * Health Concerns 0.020 0.085** 0.086*** -0.015 -0.072%* 0.059**
(0.040) (0.035) (0.030) (0.031) (0.030) (0.027)
Observations 7,916 7,916 7,916 7,916 7,916 7,916
R-squared 0.060 0.157 0.215 0.081 0.062 0.088
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models for each sub-condition (T=1,2,3). ’Health Concerns’: perceived Covid-19 health risks from 1 (very
low) to 10 (very high). Controls include gender, age, age squared, employment/unemployment, years of education, immigrant status,
family status and number of family members, a dummy for voting in the last elections, equivalised household income (coded into five
quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects. Robust standard errors clustered
at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

3"The effect for social trust suffers from the loss in power by splitting the sample in three to focus on
sub-treatments. Nevertheless, the H+E and H sub-conditions mark a close to significant effect (p-values of
0.1 and 0.11)
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3.3 Taxation & Welfare State

As briefly discussed in the introduction, a large literature in social science studies the im-
portance of institutional and social trust for the well-being of modern democracies. One
channel through which trust affects social progress is the willingness of trustful people to
contribute to the welfare state. In this paper, we have argued that crises erode institutional
trust, as policies are seen as intrusive or ineffective. We have not tackled the relationship be-
tween institutional trust and preferences for redistributive taxation theoretically. However,
it seems plausible to hypothesize that if trust in institutions is lower, people are less willing
to contribute to the welfare-state bill. Crises such as Covid-19 can then translate into a
decreased willingness to pay, as the political class running welfare programs are trusted less
(Rothstein, 1998). A similar argument is plausible if social trust declines, as it buttresses
the belief that others are less worthy of the welfare system benefits (Daniele and Geys,
2015). We can use our survey experiment to explore the relationship between awareness of
Covid-19 crisis and preferences over redistribution.

The left panel of Figure 6 (Table D7 in appendix) shows the treatment effect (the three
sub-conditions together) on several dimensions of preferences over redistributive policies.
Thinking intensely about Covid-19 lowers people’s agreement with the principle of using
taxation to alleviate poverty, to provide social insurance and to finance health-care and
pensions. Treated respondents are more likely to think that the tax bill is too high. From
the right panel (Table D8 in appendix). we see that these effects are driven mostly by the
‘Economic’ sub-condition (H+E). As Table 6 shows, these results hold both for concerned
and non-concerned respondents. However, our analysis in Section 3.2. suggests that the
mechanisms behind this decline differ between the two groups. In Table 2 we show that our
treatments lead to a decline in social trust predominantly among concerned respondents,
while institutional trust declines among the non-concerned. Since, as we explain in the
above paragraph, both institutional and social trust matter for welfare state support, this
measure goes down among all respondents, irrespective of their degree of concern about the
virus.

However, effects are relatively strong also in the ‘Conflict and Cooperation’ (H+C)
sub-condition. Recall that the H+C treatment has no significant negative effect on trust in
government and politicians as well as social trust. This means that negative treatment effects
on taxation travel through additional channels than just lack of trust. It therefore seems
plausible that all sub-conditions lead people to believe that the crisis will imply a massive
increase in public spending. Once they focus on the crisis, they do not want higher taxation
as a result. This might lead citizens to support large public debt expansion programs as a
way to escape increases in current taxation, as also found by Rees-Jones et al. (2022) for
the United States specifically. Our results then also offer a political-economy explanation

of why Western governments extensively engaged in such programs in the aftermath of the
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Covid-19 crisis.

Figure 6: Treatment effects on taxation/welfare state
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Left panel: all sub-conditions pooled together. Right panel: separate sub-conditions Health (H), Health + Economic (H+E) and Health
+ Conflict/Cooperation (H+C). Confidence intervals: 95% (vertical bars) and 90% (bold line).

Table 6: Priming Covid, Tax and Health Concerns

(1) (2) ®3) (4) () (6)
Tax Poverty Tax Health Exp. Tax Unemp. Welf. Tax Pensions General Tax Own Tax

Covidfirst -0.102%** -0.074%** -0.061%** -0.074%%* 0.033 0.058**
(0.023) (0.024) (0.023) (0.021) (0.020) (0.026)
Health Concerns 0.094*** 0.1171%** 0.105%** 0.110%** 0.050** 0.095%**
(0.023) (0.021) (0.024) (0.021) (0.021) (0.020)
Covidfirst*Health Concerns 0.047* 0.011 0.045* 0.028 -0.037* -0.056**
(0.026) (0.023) (0.026) (0.024) (0.021) (0.022)
Observations 8,234 8,234 8,234 8,234 8,234 8,234
R-squared 0.043 0.070 0.080 0.067 0.135 0.121
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models for each sub-condition (T=1,2,3). ’Covidfirst’: all sub-conditions pooled together.’Health Con-
cerns’: perceived Covid-19 health risks from 1 (very low) to 10 (very high). Controls include gender, age, age squared, employ-
ment/unemployment, years of education, immigrant status, family status and number of family members, a dummy for voting in the
last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU text within the survey
and region fixed effects. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

3.4 Country Level Analysis

Even though treatment effects are similar across all countries, we find some differences in

the average indicator of 'Health Concerns’. It is 6 in Italy and Spain, taken together (with
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no substantial differences between them) and 4.9 in Germany and Netherlands (with again
no substantial differences between them). Yet the variance (2.85) is the same across the two
couples of countries. Trust indicators are lower in Italy and Spain compared to Germany
and Netherland, both across the entire sample as well as for non-treated respondents.3®
This is not surprising, as Proposition 2 predicts that higher overall levels of concern bring
about higher levels of institutional and interpersonal distrust.

Given these differences in initial conditions, we decided to replicate our analysis split-
ting the sample in two across these country lines in Figure 7, and in Tables D9 and D10
in Appendix. What immediately stands out in the left panels of Figure 7 is that the treat-
ment effect on social trust is more pronounced in Italy and Spain than in Germany and
the Netherlands. This is again consistent with our theory. Following Proposition 3, the
treatment might have led all respondents to think of rule stringency, with stronger neg-
ative effects on the social trust of the more concerned. This is then expected to lead to
larger drops in Spain and Italy, where people were more worried, than in Germany and
Netherlands.

Figure 7: Country Level Analysis
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Note: The figures display the impact of Covidfirst on our set of outcomes concerning trust and taxation preferences for the two groups
of countries, Germany-Netherlands (TOP PANEL), Italy-Spain (BOTTOM PANEL), together with 95% (delimited by vertical bars)
and 90% (bold line) confidence intervals.

38The average measure of social trust in Italy and Spain is 4.8 (and 5.1 in the untreated group) with no
significant differences between the two countries. It is 5.3 (and 5.4 in the untreated group) in Germany and
Netherlands, with again no large differences between them. Trust in the government is 3.7 in Italy-Spain
(3.6 in the untreated group), while it is 5.3 (and 5.3 with no treatment) in Germany and Netherlands.
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In Table D15 lastly, we replicate the heterogeneity analysis for the same country subsets.

The interaction effects for social and institutional trust are similar across the two groups.

3.5 Placebo Test

As mentioned above, the original survey included a wider set of outcomes which were not
related to the theoretical model. These are questions on other dimensions of trust (police
and media), identity (to own town, country and European Union), policy preferences related
to populism (immigration, free media, having a strong leader in power, and excessive elite
power), giving up freedom in exchange for more safety, and values related to globalization
and local traditions. In this case, the model does not predict any heterogeneous effects
depending on the level of Covid-related health concerns: we therefore use them as Placebo
outcomes. In Figure D6 we replicate the model of Table 2 but we only report the interaction
term Covidfirst * Health Concerns. The figure reports in all cases null effects on this set of

outcomes unrelated to social trust and trust in political institutions.

4 Concluding Remarks

In this paper we argued that distrust is fueled by the disappointment of individuals’ expec-
tations about what government should do and how others should behave. It then increases
when expectations diversify or polarize.

The ideas developed in this paper can be extended in different directions providing a
stepping-stone for a deeper understanding of why distrust is increasing in advanced societies,
how it translates into the political behavior of individuals, and what strategies can be
implemented to rebuild trust in society.

We argued that in an increasingly complex world, interdependence increases and so does
the demand for new rules to coordinate individual behavior. At the same time, rules become
less simple and individuals’ interests are more diversified, with the result that individuals
will have more diversified expectations of what government and citizens should do. So
complexity, interdependence, and polarized political preferences bring about the risk of
trust decline.

We studied externalities, regulation, and distrust. We think however that our framework
can be fruitfully extended to explore the link between taxation and distrust. Here the natural
heterogeneity across individuals’ preference for taxation and welfare state would be income
levels, with the poorest people expected to welcome any increase in redistributive taxation.
However, reality shows that even the poor tend to distrust the government more when it
raises taxes. Indeed, our survey shows that all respondents agreed on reducing the tax
burden once primed with Covid, a result suggesting that trust crises lead both rich and

poor to demand lower taxes, more public debt, and defer expensive political measures.
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We assumed that individuals’ opinions are exogenous and directly map onto their expec-
tations. This framework could be extended, with different implications, by imagining that
individuals, in addition to having different opinions, may also have heterogeneous disposition
to dialogue and to the exchange of ideas. It would be realistic to hypothesize that exchang-
ing ideas leads to compromise in a world where individuals trust political institutions, while
it leads to confrontation and conflict in a world where people distrust institutions and oth-
ers. Trust would therefore be a fundamental ingredient of democratic dialogue and would
be fed endogenously precisely by democratic dialogue. Conversely, contrast and juxtaposi-
tion of ideas breeds distrust, as we have described in our model, and this mechanism would
endogenously lead to further distrust.

We realistically assumed that reduced compliance with government rules brings about
interpersonal distrust. This relation can however go the opposite way too, giving rise to
another endogenous mechanism by which distrust creates the conditions for new conflicts
and further the loss of institutional and interpersonal trust.

The ideas developed in this paper can contribute to a more general theory of political
participation that applies to voting, protests, and other political activities. Voters, for ex-
ample, can be more easily mobilized towards protest voting when they distrust institutions.
Political leaders, by exploiting the emotional reactions of disappointed voters, can more
easily manipulate their opinions to generate social and political distrust, demonize their
counterparts, and polarize political confrontation. In a society where minority and majority
do not trust each others, the latter may have less hesitation in approving laws that are par-
ticularly burdensome for the minority or reduce its prerogatives. The relationship between
distrust, partisan identification, and polarization of political preferences is important and
requires further investigation.

Our model suggests that information manipulation plays a key role in generating dis-
trust. More information is not necessarily a good thing. The abundance of non-scientific
and distorted sources feeds the incidence of cognitive biases and the risk of polarization
of preferences, which in turn yields distrust, a powerful channel through which the media
influence the political dynamic.

What to do then? Our paper does not take a normative stance. It focuses on the causes
of distrust. The ideas developed here are, however, useful to shape trust-building strategies.

We focused on the ‘dark side’ of too much heterogeneity of political opinions. A strategy
to rebuild trust should then aim at reducing non-dialectical opposition of political opinions.
Of course, that is a very easy task to say but terribly difficult to achieve. Sociologists
and communication experts have underlined the rules of social dialogue. The narrative
should be less divisive, and aimed to build consensus and tolerance rather than conflict.
Citizens should be educated to discriminating between information with scientific basis and
to being suspicious of all others. At the same time, journalists and social media should check

information sources and avoid language that is divisive or fuels hatred or anger. Economic
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research can contribute a lot to identifying how these mechanisms work and when they are

more effective. Preventing trust erosion is vital for the future of advanced democracies.
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Appendices

A The Specific Case of a Pandemic Crisis

To clarify, and to illustrate our empirical application further, we bring the general model to
the context of a pandemic crisis and simplify the model by introducing linear benefit func-
tions and quadratic costs. The population size is still normalised to unity, and individuals’
types are uniformly distributed in [0,1]. The virtuous dimension of individual behaviour
b; € [0,00) can in this specific case be thought of as mask wearing, respecting lockdown,
quarantine or social distancing measures, getting a vaccine, etc. Doing so, individuals pro-
tect both themselves and others, so that b; again has private and public benefits. Atomistic
individuals ignore however the positive effect of their behaviour on others. In this parametric

version we assume the benefit function of each individual 7 is linear,
€i (bi + B_i) =1- (bz‘ + B_Z') ,

where ¢ > 0 is both each individual’s identity and her level of concern. The private cost of

protective behaviour is now expressed by c(b;) = (b;)?, so individual utility becomes

Ui =i(bj+ B_;) — %(bi)Q. (22)

Optimal decentralised behaviour, b;, solves the FOC, i — b; = 0, which yields an interior
solution as the SOC is —1 < 0. Note how linear benefit functions greatly simplify the
analysis, since decentralized behavior does not depend on the behavior of others. It yields
no strategic substitutability. All individuals have their own decentralized dominant strategy,
b; = 1. Still each individual 7 does not take into account her positive contribution to the
overall externality. Given B*, = fol jdj = % , individual utility in a decentralized equilibrium

thus becomes

which leaves scope for policy intervention.

A.1 Entitled Policies

Individuals have their own entitled policy, p;, maximizing their indirect utility function

Vi(p). If p < 1, some individuals will need to increase their behavior up to the rule while
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some others will not. Thus, if individual i is an affected individual,?’

Vi(p):i<p+/0ppdj+/pljdj> f%(p)?

The FOC is h; + ph; — p = 0 and the SOC is negative. So p; = ﬁ which is lower than one
if 1 < 1/2. If instead p > 1 all individuals will have to comply, so the objective function is

Vi(p) =i <p+/01pdj> - %(p)z,

which is maximized by p; = 2i. Summing up,

pr=: ifi<1/2
pf =2  ifi>1/2

17)

Note that g > 0: more concerned individuals want stricter policy.

A.2 The Government Policy

The government maximizes a utilitarian welfare function in two steps. First, it assumes
citizens fully obey by the rule. Second, it enforces the policy through a fine and monitoring
activity.

First step: the objective function is

i (o Jg odi+ [ di) = 3p%di+ [ i (i+ 7 pdj+ [ jdj) — bitdi it p<1

W(p) =
’ fol ilp+p) - %(P)Qdi ifp>1

If p < 1 the welfare function is always increasing, so it is maximized in the corner, p* = 1,
while if p > 1 the stationary point is p* = 1. So the socially optimal policy is unique and
is p* = 1. Note that this is also the most preferred rule by the average-concern individual
a = % Low-concerned individuals with i < % want a more lenient rule, while the high-
concern ones want a stricter rule (See Figure 5).

The government chooses monotoring activity, m*, taking into account citizens’ reaction.
By (15), individual ¢ chooses her behavior b} (p*, m) so as to maximize her utility function,

1 — 1-—0b; +
Ui(bi,p*,m) =7 (bz + B—i) — 5[)12 — k- m(l)

39In fact in this linear model i is always affected; i.e., she always chooses a rule that is higher than
her type. To see this, suppose ¢ was unaffected (i.e., p; < 4). Her utility function would be V;(p) =

z(z + fop pdj + f: jdj) — %iQ. It is increasing in p, thus p; > ¢, which is a contradiction implying that 4
cannot be unaffected.
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Figure Al: Overview of the linear case
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The government chooses optimal monitoring, m*, taking into account the above individual
reaction. We will skip this step for simplicity. We just assume that k and m* are such
that km* < 1. By (23), population is split in two groups. Those choosing to fully comply,
bf(1,m*) = p* = 1, in order not to pay the fine, and those choosing not to fully comply,
bi(1,m*) = 1 — km* < p* = 1. Differently from the general model, here we have only two

groups, because we constraint concern levels in [0, 1] (See Figure 5).

Figure A2: Equilibrium behaviour linear case
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A.3 Institutional and Social Distrust

By (20) institutional distrust is the following

i (204 fy 2id) - 5| - i (1+ fy i) — 3] =22 =204 ) iz fo gz

D = {Z v T s g ) = A GE [ fy ) -
-2 .3 c 952 2 . . . £ *
=15+ (111-)2 + 21(132)2 — 2(1171.)2 — 2+ % ifi < % —pr<p

The first line refers to a high-concern individual i > % whose entitled policy is p; = 2i.
She thinks the government rule is too lenient. The second line concerns a low-concern
individual 7 > %, with pf = ﬁ This individuals thinks the government rule is too strict.
It can be verified that distrust is increasing in i for high-concern individuals, while it is
decreasing for low-concern individuals i < % As predicted by Proposition 1.i., any low-
concerned individual distrusts government more compared to a “symmetric” high-concern

one.
By (21) social distrust is the following

[ (1 fo di) = 3] = [i (L o ™™ G+ T i + [ df) = 3%] =i = 2Bm*i 4 (Bm®) %
Df = [i (i Jy i Tomedj + [5G T i+ [ g, ) — 32— T (1= )]
—[i(i+ fy g+ Rmrdi+ [ G R d [ ) - 3 =m0 = &

The first line refers to a compliant individual. Note that her distrust is increasing in
her type. The second line concerns a non-compliant individual. She can only blame those
behaving less virtuously than herself. The lower her type the lower her social distrust. It is
easy to verify that the first line is always bigger than the second one. Thus, as predicted by
Proposition 1.74, social distrust is higher for more concerned people.

So far we have used a linear one-to-one function between 7 and €(.). By using a steeper
(flatter) function and holding average concern constant, one can represent more (less) dis-
agreement in society and verify that total social and institutional distrust are higher (lower).
By shifting that function up (down) one can increase (decrease) average concern in society
and show that social and institutional distrust increase (decrease). These results would be

consistent with Proposition 2. We do not report them here for brevity.

B Proofs

Proof of Lemma 1. For all Group 1’s members, the equilibrium behavior satisfies equation
(16). The lower bound in this group is the individual who would choose to behave as p*

even if she were not fined. Thus her type, z(p*, m), is such that
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If p* and/or m increase, the behavior of affected individuals in equilibrium increases. Thus,
by strategic substitutability, all unaffected individuals lower their behavior. Thus (24) is
solved by a higher z(.). Moreover, with a higher p*, we would need a higher type x(.)
to solve (24) even if all unaffected individuals did not lower their behaviors. Therefore,
x(p*, m) positively depends on p* and/or m. In other words, the size of Group 1 is smaller
when the rule is more stringent and /or monitoring is more intense.

For all individuals in Group 2.1, (17) is a strict inequality. They are in a corner solution.

The lowest type in this subgroup is z(p*, m) such that

L) (p" + B,y (p",m)) = (p") + e 0 (25)
Type z(p*, m) negatively depends on m. When monitoring is intensified, more individuals
will choose to fully comply. Formally, a higher m increases the last term in the LHS of (17),
which is positive. So we need a lower z(.) to solve (25).
For all individuals in Group 2.2, (17) holds with equality, so b} (p*,m) < p*. By implicit

differentiating (17) it follows that gf;’*l > 0. So this group gets smaller as monitoring is

intensified, and the behavior of those who “remain” in this group increases. m
Proof of Proposition 1. We derive the proof in two steps in what follows.

i. For notational simplicity, let £;(p) = &;(bf (p, m) + B*,(p,m)), and ¢(p) = ¢(b} (p, m)),
and b7 (.) > p for all 4, p, and m.
Take a low-concern individual ! € L and a high-concern individual hy € H with the
same level of institutional distrust. By (20), D} = [g;(p1) — ei(p*)] + [e(p*) — c(p1)] =
len1(pn1) — en1(p)] + [c(p*) — c(pn1)] = DI, > 0. We can re-write as

[en1(pn1) = en(p9)] + [e1(p") — ea(pr)] = [e(p”) = clpo)] + [e(pn1) + c(p™)] -

Large convexity of ¢(.) implies that the last bracketed term in RHS of the equation
is quite large. Since it needs to be smaller than the first brackets in the LHS, the
latter is large too. Because ep,1(.) is quite a concave function we need h; to be quite a
high type. Thus, if cost function is sufficiently convex and the externality function is
sufficiently concave, |l — a| < |h; — al|. In other words, h; is higher than the symmetric
type, h. We know that all high-concern types below h; distrust the government less
than hj. Among them, the symmetric type h such that |l — a| = |h — a| distrusts the

government less than h; and thus less than [. This proves the statement.

*

ii. a) Take an unaffected individual ¢ in Group 1, as defined by Lemma 1: b}(p*, m*) > p*.
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By (21) and (2),

z(.) 1
DZS = lei (bf(ﬂ*,m*)|b;,b}2ﬂ*+/o p*dj+/()b}‘(p*,m*)dj>

—a(mew+A @Wmﬂ+/oﬂw+/0Wﬁmﬁ4

+ (c(bi‘(p*, m)) — c(b?(p*,m*ﬂbi,bjzp*))

The first squared brackets represents the loss of benefits due to misbehavior of uncom-
pliant people below z(p*, m*). It is positive and increasing in i’s level of concern. The
second squared brackets is the cost increase due to the fact that, because of strate-
gic substitutability, when some people do not comply individual ¢ has to increase her
behavior in equilibrium. Also this second term is increasing in i’s level of concern
because, due to concavity of ¢;(.), a higher type has to increase his behavior by a

larger amount given the misbehavior of uncompliant people.

b) Now consider an affected individual ¢ in Group 2.1, as defined by Lemma 1:

b (p*,m*) = p*. In this case,

() 1
DS = [52, <p*+/0 p*dj—}-/()b;f(p*’m*)dj>] (26)
_ s p+A %@mﬂ+/op@+/owmmﬁb e

Social distrust is only the loss of benefits due to misbehavior of all non-compliant
people in [0, z(.)). The higher i, the bigger ;(.), the larger that loss of benefits.

¢) Finally consider a non-compliant individual i € [0, 2(.)) in Group 2.2, with b} (p*, m*) <
p* (see Lemma 1). She can only complain that some lower types j € [0,7) are less

non-compliant than she is. This cause the following loss of benefits:

i )

z(.) z(.) 1
- |:5i <bf(p*7m*)+/ b;(p*7m*)dj+/ P dj + b;(p*7m*)dj>]
0

z(.) ()

i z(.) z(.) 1
DiS = |:Si <b:(p*>m*)|b;>b; +/O b:(p*vm*)|b;2b;f deF/ b;(ﬂ*,m*)JF/O P*deF/ b;(p*,m*)dj)]

i CCIOROS BRI ]

In this case, total counterfactual behavior of lower types j € [0,7) is foz b (p*,m*)dj
(i.e., in the counterfactual, all lower types should behave as i does), while their total
actual behavior is fol b (p*,m*)dj. The higher i, the larger the difference between the
counterfactual and the actual total behavior of lower types. Moreover, the higher

7 the larger the loss of benefits associated to that difference. Both factors lead to
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bigger social distrust. In addition, the last squared brackets, as in case a), is the cost

increase due to the fact that in the counterfactual b}(p*, m*)

pe>pe 18 lower than 7’s
J—7
actual behavior b (p*, m*), because of strategic substitutability. Also this second term

is increasing in i’s level of concern.

Then, a) plus b) plus ¢) prove statement ii. ®

Proof of Proposition 2. We sketch the first part of the proof in words.

i

ii.

We capture disagreement with the dispersion of €/(.)’s, holding the average constant
for any values of the argument. With more disagreement low-concern individuals are
less concerned and high-concerned are more concerned. The government’s policy p*
is unchanged. However, both low-concern and high-concern people will distrust the
government more because some individual’s entitled policy will decrease and increase,
respectively. With more disagreement total institutional distrust in society will in-
crease.

As for social distrust, some low-concern individuals are less worried and have stronger
incentives to lower their behavior, while high-concern individuals are more worried and
have stronger incentives to increase their behavior. There will be more non-compliant
people which in turn will be blamed more by those who are more concerned. This will

increase total social distrust in society.

With no big loss of generality, assume concern increases for all individuals by a
proportion 7; > 0 so that #’s level of concern is &}(b; + B_;)(1 + 7;), for any i
and any level of b; + B_;. We can then rewrite eq. (8) at an interior solution as,
el(pr +B*,(pH) 1 +v) - A+ z(pf)) — ¢ (pf) = 0. Implicitly differentiating it yields,

ay ei(.) - (T4+=(.) >0,

O el +y) - (1+ z(.)? + ()X 4+vy)-2'(.) = ()

so that the more individuals are concerned the more restrictive they want the policy.

Second-order implicit differentiation yields

o2pr e -] |e()- 1+ 2(.))* +el() - 90'(~)}

o (6&’(..)(1 +9) - (L+ () + () +7) - 2/() - C”(‘))Q.

The denominator is positive. The first squred bracketed term at the numerator is

positive. The second one is positive if &}(pf + B*,
02p;
8'yi2

policy is larger for high-concern individuals (who want a higher p!) compared to low-

(py)) > 0 is sufficiently large for all

7. In this case

> 0 and the positive effect of an increase in concern on entitled

concern individuals. In other words, entitled rules increase more than proportionally

with types. Hence, distance between individuals’ entitled policy and the government’s
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policy increases for all individuals. The loss of not implementing the entitled policy is
higher for all individuals. Thus total social trust increases too. Note that this proof

is based on a sufficient condition, implying that institutional distrust increases for all
2 %
68 j 5 > 0 holds only for a sufficiently

large subset of individuals, rather than the entire population. Also the loss due to

individuals. The statement would hold even if

bad behavior of others increases because now virtuous behavior is valued more by alla

individuals. Thus total social trust increases too.

Both points prove the proposition. m

Proof of Proposition 3. Following the proposition, the proof is split in two parts:

I

ii.

We do not provide a formal proof, but we sketch it and provide the intuition. By
Equation (20) institutional distrust increases in the distance between i’s entitled rule
and government’s rule. We then consider three groups of individuals. A first group is
made of all individuals whose entitled policy is lower than p*. The increase in p* results
in a higher distance and stronger distrust. A second group consists of sufficiently high-
concerned individuals, so that the increase in p* results in a lower distance and lower
distrust. For some individuals in the third group p; — p* might turn from positive
to negative. They turn from distrusting institutions because the policy was too low
to distrusting it because the policy is now too high. Some of those individuals will
distrust institutions more compared to the initial situation. If the increase in p* is
sufficiently large, the number of those distrusting the government more is sufficiently

large so that total institutional distrust increases.

By Lemma 1, recall that Equation (17) taken as equality pins down the lowest com-

plying individual, z(p*). Implicitly differentiating Equation (17) yields

* * * 9Bz (. *(p* km
ox el B m) - (L T — o (o7 m)) - B
o 9¢;(p"+ B~ (p"m)) o
01

which implies that the lowest type z(p*) positively depends on p*. In other words,
higher p* leads less individuals to fully comply. Moreover, those choosing not to
comply reduce their behavior because they are less likely to be caught. This can
be shown by implicitly differentiating Equation (17) using the envelope theorem and
confirming that implicit derivative of behavior with respect to the government rule is
negative, as follows

o (B (7 m) + B (o7 m)) - )

* - oB* (.
Ol O3 (o, m) + B (p%m) - (1+ ) —

A

*
* |~

|
A\
e
—~
\V)
N
~

—

b;
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Intuitively, as p* increases, non-compliant individuals decrease their behavior because the

marginal cost of being fined is lower. Those complying will then distrust others more. Any

non-compliant individual is more distrustful of those individuals complying less than her

because they reduce their behavior.

Both points prove the proposition. m

Proof of Proposition 4. Following the proposition, the proof is split in two parts:

i.

ii.

i) We do not provide a formal proof, but we sketch it. By eq. (8) all individuals’
entitled policies are lower if marginal costs are higher. As in Proposition 3-i all low-
concerned individuals whose entitled policy is lower than p* distrust the government
more because the distance between their entitled policies and p* is bigger. All high-
concerned individuals whose entitled policy is higher than p* distrust the government
less because the distance between their entitled policies and p* shrinks. The function
connecting distrust to types shifts upwards for low-concerned types and downwards for
high-concerned types However, by Proposition 1-i a high-concerned type experiences
a lower feeling of institutional distrust compared to a low-concerned individual that is
symmetric with respect to the type preferring p*. Take any high-concerned type h that
is symmetric with respect to type [, so that pp—p* = p*—p;, by Proposition 1-i we know
that D}Il < DZI . As costs increase, all individuals’ preferred rules shift downwards. Let
p}, be the new rule preferred by individual h. The individual preferring a symmetric
rule is now 1, with p} — p* = p* — pn < p* — p;. By Proposition 1-i we have that
D/ < Dif and we also have that [ < [1, so that D}l < DI < D/I. This holds for any h
and any [ implying that the total increase of distrust is overall higher for low-concerned

individuals and proves the proposition.

Using Lemma 1 and following the same steps as in the proof of Proposition 3, if
marginal costs increase, all non compliant individuals will decrease their behavior
and some compliant individuals will choose not to comply any more (i.e. the lowest
complying type, z(.), increases) . High-types with b} > p* will distrust others more.
All non-compliant individuals with b7 > p* will distrust individuals j with b} > b’

because their behavior is lower.

Both points prove the proposition. ®

C

The Survey

We hired the survey company ‘Respondi’ to simultaneously distribute the link to our sur-

vey in Germany, Italy, the Netherlands and Spain in the first two weeks of June 2020.4°

“Ohttps: / /www.respondi.com /EN/
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We collected data from a random sample of adults (above 17 and under 70 years of age)
exceeding 2000 individuals per country (see Appendix D.3 for details).*! We aimed at repre-
sentativeness of the samples by age, geographic area of residence and gender, and targeted
a distribution of disposable equivalent household income as close as possible to the one
available in Eurostat.*? The English questionnaire (link in Appendix E) was translated by
the native-speaking authors, except for the Spanish version which was instead translated by
Respondi, and was administered in the local language (links to the local surveys in Appendix

At the very beginning of the survey we elicit the respondents’ gender, age, marital status,
household size (number of adults and number of children), household monthly disposable
income.

At the very end we further collect information about highest educational attainment,
media information sources, employment status, immigration background, political beliefs

and turnout at the last election.

C.1 Incentivised Willingness to Support European Union

To better capture the epidemic’s impact on the respondents’ attitudes towards the Euro-
pean Union, we include an incentivised measure of their willingness to engage in an action
explicitly framed as supportive of the European integration project. The respondents read
that “ For educational purposes, we are considering informing students about the importance
of the European Union using real texts. We selected a speech given in front of the Furopean
Parliament promoting European integration.”*

We then ask the respondents whether they would be willing to read a five-minute long
transcription of the speech and to give us their opinion about the suitability of the text for
the purpose it was selected for. We thus provide a clear incentive to decline to respondents
who are not willing to spend five minutes (it took on average approximately 20 minutes to
complete the survey without reading the text) to read a pro-European Union text (see also
DellaVigna et al. (2016)). We explicitly fixed the amount of time needed to read the speech
in order to fix beliefs about the length of the task and the amount of time and effort needed
to complete it. Further, the explicit reference to the educational usage of the text (in a
Public Economics undergraduate course at the University of Stirling taught by one of the
authors) serves the purpose of providing the respondents with a sense of consequentiality
of the action. The identity of the speaker and the context in which the speech was given
was not disclosed to the respondents at the time of choosing. We informed the respondents

that their agreement or lack thereof will not affect their payment. In case of agreement,

41'We are a priori able to detect a minimum effect MDE=0.12 on standardised outcome measures at
a = 0.05 and power 7 = 0.8 in within-country analyses.

“2FU-SILC: https://ec.europa.eu/eurostat/web/main /home

43For an English transcription of  the  speech: https://www.elysee.fr /emmanuel-
macron/2018/04/17 /speech-by-emmanuel-macron-president-of-the-republic-at-european-parliament.en
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the respondents were told that they would read and review the text only at the end of the
survey.

We interpret the respondents’ choice of (not) reading the text as (un)willingness to sup-
port the European integration, and not the rating provided: It might be that a respondent
with positive attitudes towards the European integration might legitimately find the text
unsuitable for the purpose and assign it a low rating. A non-trivial choice was whether to
explicitly frame the action as supportive of European integration or whether to maintain a
neutral wording. In the latter case, however, the interpretation of the agreement to read the
text would have not been straightforward. As argued above, framing it as pro-integration
allows for a combination of agreement to read and low-rating assigned to still be inter-
pretable as supportive of the European integration. This would not have been the case with
neutral wording, as a respondent antagonising the integration process could have agreed
to read the text with the mere intent of assigning a low score. It can be argued that our
incentivised measure of support for the European integration could have in such case been
the rating distribution. Notice however that those choosing not to read the text would have
been dropped out of the analysis and that the incentivisation would have been lost (it is
costly to spend five more minutes to read but it is costless to assign the rating). We can-
not completely exclude that the respondents might accept to read and then assign ratings
without reading. The incidence of such behaviours is however likely to be orthogonal to our
design and smaller than with neutral wording. Our choice moreover allows us to perform
analyses allowing us to gauge the validity of the responses collected and of our incentivised

measure.

C.2 The Text Agreement Question: Behavioural Analyses

The analyses here presented follow the analytical framework outlined in Section 3 and
confirm the validity of our behavioural measure of support for the EU. In order to obtain
a more realistic picture, we trim the data by excluding from the following analyses the
upper tail of the distribution of time spent reading text: the top 1%. These are respondents
who spent half an hour or more on the text screen. The respondents spent on average 213
seconds (slightly short of 4 minutes) on the text screen, with little variation across conditions
(Baseline: 204.56, SD=248.75; : 218.03, SD=258.04; Health: 217.57, SD—=264.42; Economic:
213.72, SD=242.4; Conflict: 222.72, SD=266.34).

We use OLS analyses to look for differences in the amount of time spent reading the
text across the conditions and the baseline. Differences in time spent on the text are mostly
not significant at conventional levels, and where significant they are small in magnitude
(vs Baseline: § = 13.32, SE=5.858; ‘Health’ vs Baseline: 8 = 10.84, SE=8.115; ‘Health &
Economic’ vs Baseline: § = 9.23, SE=7.732; ‘Health & Conflict’ vs Baseline: § = 19.58,

“For the experimental challenges posed by this question and how they are addressed, see Appendix C.3.
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SE=9.268).

We moreover compare the distributions of the text ratings across conditions using two-
sided Kolmogorov-Smirnov tests. The distributions are extremely similar in all cases: null
hypothesis of equality of the populations cannot be rejected in three out of four comparisons
(vs Baseline, p-value=0.118; Health vs Baseline, p-value=0.060; Economic vs Baseline, p-
value=0.535; Conflict vs Baseline, p-value=0.867).

Finally, we investigate whether a relationship exists between the rating assigned to the
text and the time spent reading it among those who chose to do so. An OLS regression
reveals that respondents who assigned a greater rating also spent a significantly larger
amount of time in seconds reading the text (8 = 0.000814, SE=0.000151, p-value< 0.01).#>
Notice however that though precisely estimated, the coefficient is small: an additional 30

seconds increases the score by 0.02 points.

C.3 Challenges of the Experimental Design

Fatigue Fatigue might influence the propensity to review our text on European integra-
tion. Recall that half of the respondents will receive the question on whether they wish to
read a lengthy text (explicitly fixed at 5 minutes of time) about the European integration
relatively early in the survey, while half will receive it relatively late due to the randomiza-
tion into and Baseline condition. Among the latter, greater fatigue is expected to decrease
the likelihood of agreement. For this reason, we treat fatigue as a confound deserving high
priority.

The text agreement question is therefore randomly placed at the beginning or at the
end of the outcomes block: its placement varies therefore between early on, somewhat in
the middle and towards the end of the entire survey. In case of agreement, the respondents
will read the text and provide their opinion at the end of the questionnaire, shielding the

following parts of the survey from additional fatigue.

Experimenter demand effects Participants to surveys or experiments might infer the
researchers’ underlying objectives from the questions asked and/or from the experiment’s
architecture, and act to comply with what they believe are the experimenter’s objectives
Zizzo (2010). It is unclear in which direction our respondents would infer our objectives to
lie. First of all, each respondent is blind to all conditions and sub-conditions besides the
one they are taking part in and hence cannot use the experimental design to make such
inference. Second, it remains unclear why a respondent in the COVIDFIRST condition
would systematically infer they should favour a direction over another. Both uncovering

stronger or weaker trust, stronger or weaker support for governments and state interventions

43Controls include gender, age groups, employment status, education, immigrant status, family status
and number of family members, equivalised household income (coded into five quantiles), a dummy to define
the position of the Macron Speech question (see Section C.3 for more details) and regional fixed effects.
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are, from the respondents’ viewpoint equally compelling and likely objectives of this study.

We can evaluate the likelihood of demand effects polluting our questionnaire by exploit-
ing the randomization of the position of the text agreement question. The explicit pro-EU
sentiment in that question leads to a strengthened pro-institutional demand effect affecting
subsequent questions. This fact allows us to evaluate how ‘explicitly pushing’ respondents
towards inferring our objectives along the lines of what suggested by de Quidt et al. (2018).
Comparing the responses of those exposed to the text agreement at the beginning and at
the end of the outcomes block allow us to establish whether the survey is susceptible to any
demand effect.

Figure C3 illustrates the coefficients associated to a dummy variable indicating whether
the respondents were asked whether they wished to read the text about the European Union
integration before or after they had answered our target outcome questions. First, and
unsurprisingly, respondents receiving the text agreement question at the beginning of the
survey, are more likely to read it. Second, we find a statistically significant increase in social
trust and, almost significant coefficients for trust in politicians and the national government.
Similarly, respondents receiving the text agreement question at the beginning are less likely
to reply that taxes are too high. Overall, we cannot exclude an experimenter demand effects
on some of the outcomes. We tackle this potential issue by: 1) in all regressions, we control for
the position of the text agreement question in the survey, as the demand effect is determined
by the placement early or in the middle of the survey; ii) in a robustness test, we control
for the interaction between the dummy Cowvidfirst and the dummy Beginning, which takes
values 1 for an early placement of the text agreement question. The findings are displayed in
Tables C1, C2 and C3. The coefficients of interest (Covidfirst * Health Concerns, Covidfirst
* Compliance, and Covidfirst * Pandemic Behaviors are barely affected and remain always
statistically significant and similar in size. The interaction Covidfirst * Beginning seems to

matter only for the Pro-EU speech.
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Figure C3: Effect of the position of the text agreement question

Trust Taxation
Social Trust +Taxes -Poverty
—e—— ———
T”"'_ t Go.vernmenl +Taxes HHealth Exp.

Tryst Politicians
H—— +Taxes +Unemployed Welfare

lrust EU
e +Taxes|+Pensions

Trust Direct Democracy
—e—

General Taxes Toq High
—e—

Pro-EU Speech
———

Self Taxes Joo High

-25 -2 -15 -1 -05 .05 1T 15 2 .25 -25 -2 -15 -1 -05 05 1T 15 2 25

The figure displays the impact of the position of the text agreement question: at the very
beginning or at the very end of the socio-political attitudes block. The figure also displays
95% (delimited by vertical bars) and 90% (bold line) confidence intervals.

Table C1: Priming Covid and Demand Effects - Health Concerns

) @) ® @ ) ©)
Trust Others Trust Dir. Democracy Trust Nat. Gov. Trust Politicians Pro EU Speech Trust EU
Covidfirst -0.118%*** -0.051 -0.007 -0.036 -0.071* -0.135%**
(0.040) (0.031) (0.032) (0.030) (0.038) (0.033)
Health Concerns -0.024 0.071%** 0.067F** 0.068*** 0.031%* 0.109%**
(0.022) (0.025) (0.022) (0.022) (0.015) (0.023)
Covidfirst*Health Concerns -0.041%* -0.069*** 0.058%* 0.060*** 0.038** 0.007
(0.024) (0.026) (0.025) (0.023) (0.019) (0.029)
Beginning = 1 0.068* -0.008 0.027 0.041 0.392%** 0.005
(0.041) (0.037) (0.031) (0.033) (0.037) (0.036)
Covidfirst*Beginning -0.002 -0.007 0.028 0.010 -0.147%%* 0.038
(0.050) (0.044) (0.043) (0.042) (0.052) (0.045)
Observations 7,916 7,916 7,916 7,916 7,916 7,916
R-squared 0.079 0.061 0.156 0.214 0.088 0.058
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ’Covidfirst’: all treatments pooled together. ‘Health Concerns’: self-perceived Covid health risks
from 1 (very low) to 10 (very high). 'Beginning’: text agreement question at the beginning of the survey. Controls include gender, age,
age squared, employment/unemployment, years of education, immigrant status, family status and number of family members, a dummy
for voting in the last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU text
within the survey and region fixed effects. All controls are omitted to enhance readability. Robust standard errors clustered at the
province level are in parentheses. * p < 0.1; ¥* p < 0.05; *** p < 0.01
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Table C2: Priming Covid and Demand Effects - Compliance

) ©) ) @ ) ©)
Trust Others Trust Dir. Democracy Trust Nat. Gov. Trust Politicians Pro EU Speech Trust EU
Covidfirst -0.119%** -0.048 -0.004 -0.033 -0.070* -0.130%**
(0.040) (0.031) (0.031) (0.030) (0.038) (0.033)
Compliance 0.015 0.027 0.098%** 0.084%** -0.003 0.120%**
(0.021) (0.023) (0.022) (0.023) (0.020) (0.024)
Covidfirst*Compliance -0.064*** -0.047* 0.067*** 0.050%* 0.043** 0.021
(0.024) (0.024) (0.022) (0.020) (0.022) (0.027)
Beginning = 1 0.068* -0.006 0.030 0.044 0.392%** 0.010
(0.041) (0.037) (0.031) (0.033) (0.037) (0.036)
Covidfirst*Beginning -0.002 -0.011 0.030 0.010 -0.147%** 0.037
(0.051) (0.044) (0.043) (0.042) (0.052) (0.045)
Observations 7,916 7,916 7,916 7,916 7,916 7,916
R-squared 0.078 0.060 0.162 0.214 0.086 0.061
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ’Covidfirst’: all treatments pooled together. ‘Compliance’: level of compliance with Covid regula-
tions from 1 (very low) to 10 (very high). ’Beginning’: text agreement question at the beginning of the survey. Controls include gender,
age, age squared, employment/unemployment, years of education, immigrant status, family status and number of family members, a
dummy for voting in the last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU
text within the survey and region fixed effects. All controls are omitted to enhance readability. Robust standard errors clustered at

the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

Table C3: Priming Covid and Demand Effects - Pandemic Behaviors

M @) ® (@) ® ©)
Trust Others Trust Dir. Democracy Trust Nat. Gov. Trust Politicians Pro EU Speech Trust EU
Covidfirst -0.065 -0.078 0.024 -0.012 -0.147%* -0.063
(0.051) (0.055) (0.052) (0.047) (0.072) (0.054)
Civic Expectations 0.033 0.020 0.192%** 0.140%** -0.036 0.151%**
(0.029) (0.040) (0.031) (0.033) (0.041) (0.035)
Covidfirst*Civic Expectations ~ -0.112%** -0.031 0.050 0.029 0.052 0.022
(0.039) (0.047) (0.040) (0.040) (0.048) (0.044)
Beginning = 1 0.063 -0.102 -0.012 -0.005 0.269*** -0.010
(0.064) (0.070) (0.064) (0.065) (0.077) (0.069)
Covidfirst*Beginning 0.000 0.090 0.026 0.033 -0.004 -0.011
(0.085) (0.079) (0.084) (0.077) (0.095) (0.074)
Observations 2,637 2,637 2,637 2,637 2,637 2,637
R-squared 0.118 0.081 0.198 0.241 0.093 0.094
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models.

‘Covidfirst’: all treatments pooled together.

‘Civic Expectations’: factor variable increasing in

expectations of civic behaviour of others. 'Beginning’: text agreement question at the beginning of the survey. Controls include gender,
age, age squared, employment/unemployment, years of education, immigrant status, family status and number of family members, a
dummy for voting in the last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU
text within the survey and region fixed effects. All controls are omitted to enhance readability. Robust standard errors clustered at
the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01
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D Tables

Table D4: Summary statistics

Variable Mean Std. Dev. N
Trust EU -0.086 1.025 7917
Trust Nat. Gov. -0.005 1.049 7917
Trust Politicians -0.036 1.03 7917
Trust Others -0.091 1.05 7917
Power to People -0.043 1.04 7917
Pro EU Speech -0.082 1.043 7917
Tax Poverty -0.062 1.054 7917
Tax Health Exp. -0.034 1.061 7917
Tax Unemp. Welf. -0.036 1.043 7917
Tax Pensions -0.038 1.051 7917
General Tax 0.028 1.013 7917
Own Tax 0.043 1.014 7917
Health Concerns -0.001 1.008 7917
Compliance 0 1 7917
Civic Expectations 0 1 2639
EU text position 0.5 0.5 7917
Unemployed 0.067 0.25 7917
Education 3.979 1.486 7917
Italian born 0.949 0.219 7917
Female 0.5 0.5 7917
Age 0.169 0.375 7917
Household size 2.366 0.983 7917
Voted 0.861 0.346 7917
Income Adj. 1237.645 697.689 7917
Single 0.316 0.465 7917

Table D6: Priming Covid and Trust by Treatment Group

M) @) @) @) ) (©)
Trust EU  Trust Nat. Gov. Trust Politicians Trust Others Power to People Pro EU Speech
T=1 -0.101%** 0.030 -0.017 -0.120%** -0.058 -0.107%**
(0.029) (0.030) (0.029) (0.035) (0.039) (0.029)
T=2 -0.181%** -0.041 -0.082%** -0.187*** -0.032 -0.180%**
(0.029) (0.029) (0.028) (0.034) (0.030) (0.030)
T=3 -0.059%* 0.038 0.011 -0.053* -0.070%* -0.140%**
(0.030) (0.027) (0.026) (0.032) (0.031) (0.032)
Observations 7,916 7,916 7,916 7,916 7,916 7,916
R-squared 0.048 0.147 0.203 0.078 0.060 0.084
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES
Note: Estimates from OLS models for each sub-condition (T=1,2,3). Controls include gender, age, age squared, employ-

ment/unemployment, years of education, immigrant status, family status and number of family members, a dummy for voting in
the last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU text within the
survey and region fixed effects. All controls are omitted to enhance readability. Robust standard errors clustered at the province level
are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01
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Table D7: Priming Covid and Tax

(1) (2) 3) (4) ()

Tax Poverty Tax Health Exp. Tax Unemp. Welf. Tax Pensions

(6)

General Tax Own Tax

Covidfirst -0.100%** -0.072%** -0.058%** -0.072%** 0.033 0.059**
(0.023) (0.024) (0.022) (0.022) (0.020) (0.026)
Observations 8,234 8,234 8,234 8,234 8,234 8,234
R-squared 0.029 0.059 0.064 0.052 0.134 0.117
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models.

‘Covidfirst’:

all treatments pooled together.

Controls include gender, age groups, employment

status, education, immigrant status, family status and number of family members, equivalised household income (coded into five
quantiles)a dummy for the position of the pro-EU text within the survey and region fixed effects. All controls are omitted to enhance

readability. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

Table D8: Priming Covid and Tax by Treatment Group

(1)

(2)

3)

(4)

)

(6)

Tax Poverty Tax Health Exp. Tax Unemp. Welf. Tax Pensions General Tax Own Tax
T=1 -0.082%** -0.048 -0.054* -0.078%** 0.011 0.017
(0.029) (0.033) (0.029) (0.029) (0.023) (0.030)
T=2 -0.110%** -0.110%** -0.073%* -0.079%** 0.076** 0.081**
(0.033) (0.030) (0.029) (0.029) (0.030) (0.039)
T=3 -0.093%** -0.040 -0.038 -0.056* 0.025 0.076%**
(0.030) (0.031) (0.029) (0.031) (0.026) (0.028)
Observations 7,916 7,916 7,916 7,916 7,916 7,916
R-squared 0.033 0.063 0.071 0.064 0.150 0.130
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES
Note: Estimates from OLS models for each sub-condition (T=1,2,3). Controls include gender, age, age squared, employ-

ment/unemployment, years of education, immigrant status, family status and number of family members, a dummy for voting in
the last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU text within the
survey and region fixed effects. All controls are omitted to enhance readability. Robust standard errors clustered at the province level

are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01
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Table D9: Priming Covid and Trust - Germany-Netherlands

M @) ®) @ ) (©)
Trust EU Trust Nat. Gov.  Trust Politicians  Trust Others Power to People Pro EU Speech
Covidfirst -0.129%** -0.005 -0.029 -0.079* -0.061%* -0.182%**
(0.029) (0.028) (0.026) (0.041) (0.028) (0.032)
Observations 4,035 4,035 4,035 4,035 4,035 4,035
R-squared 0.050 0.062 0.055 0.099 0.071 0.070
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES
(1) (2) 3) (4) Q) (6)
Tax Poverty Tax Health Exp. Tax Unemp. Welf. Tax Pensions General Tax Own Tax
Covidfirst -0.100%** -0.082%** -0.068** -0.087*** 0.003 0.052
(0.034) (0.029) (0.033) (0.031) (0.027) (0.035)
Observations 4,035 4,035 4,035 4,035 4,035 4,035
R-squared 0.032 0.018 0.024 0.041 0.032 0.035
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ‘Covidfirst’: all treatments pooled together. Controls include gender, age, age squared, employ-
ment/unemployment, years of education, immigrant status, family status and number of family members, a dummy for voting in the
last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU text within the survey
and region fixed effects. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01

Table D10: Priming Covid and Trust - Italy -Spain

M @ ® @ ) ©)
Trust EU Trust Nat. Gov.  Trust Politicians  Trust Others Power to People Pro EU Speech
Covidfirst -0.096%** 0.022 -0.030 -0.160*** -0.040 -0.104%***
(0.031) (0.033) (0.030) (0.035) (0.039) (0.029)
Observations 3,881 3,881 3,881 3,881 3,881 3,881
R-squared 0.052 0.074 0.054 0.051 0.042 0.059
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES
M) @) @) @) ) (©)
Tax Poverty Tax Health Exp. Tax Unemp. Welf. Tax Pensions General Tax Own Tax
Covidfirst -0.086** -0.049 -0.038 -0.050%* 0.078** 0.068
(0.033) (0.037) (0.030) (0.029) (0.031) (0.041)
Observations 3,881 3,881 3,881 3,881 3,881 3,881
R-squared 0.032 0.061 0.035 0.084 0.217 0.197
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ‘Covidfirst’: all treatments pooled together. Controls include gender, age, age squared, employ-
ment/unemployment, years of education, immigrant status, family status and number of family members, a dummy for voting in the
last elections, equivalised household income (coded into five quantiles), a dummy for the position of the pro-EU text within the survey
and region fixed effects. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; *** p < 0.01
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Table D12: Priming Covid, Trust and Civic Expectations

1)

(2)

Trust EU  Trust Nat. Gov.

3)

Trust Politicians

(5) (6)
Trust Dir. Democracy Pro EU Speech

4)

Trust Others

Covidfirst -0.068* 0.036 0.004 -0.065* -0.034 -0.149%**
(0.037) (0.032) (0.033) (0.039) (0.040) (0.045)
Civic Expectations 0.151%** 0.192%** 0.140*** 0.033 0.019 -0.036
(0.035) (0.031) (0.033) (0.029) (0.040) (0.041)
Covidfirst * Civic Expectations 0.022 0.050 0.029 -0.112%** -0.031 0.052
(0.044) (0.040) (0.040) (0.039) (0.047) (0.048)
Observations 2,637 2,637 2,637 2,637 2,637 2,637
R-squared 0.094 0.198 0.241 0.118 0.080 0.093
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ‘Covidfirst’: all treatments pooled together. ‘Civic Expectations’: factor variable increasing in
expectations of civic behaviour of others. Controls include gender, age, age squared, employment/unemployment, years of education,
immigrant status, family status and number of family members, a dummy for voting in the last elections, equivalised household income
(coded into five quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects. All controls are
omitted to enhance readability. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; ***
p < 0.01

Table D13: Priming Covid, Tax and Compliance

(4) () (6)

(1)

Tax Poverty

(2)

Tax Health Exp.

Tax Unemp. Welf.

3)

Tax Pensions General Tax Own Tax

Covidfirst -0.097*** -0.069%** -0.056** -0.068*** 0.034* 0.061**
(0.023) (0.024) (0.023) (0.022) (0.020) (0.026)
Compliance 0.130%** 0.184*** 0.144%** 0.187*** 0.065*** 0.088***
(0.021) (0.023) (0.023) (0.022) (0.020) (0.024)
Covidfirst*Compliance 0.025 -0.016 0.003 -0.026 -0.032 -0.042*
(0.024) (0.025) (0.027) (0.025) (0.021) (0.024)
Observations 8,234 8,234 8,234 8,234 8,234 8,234
R-squared 0.045 0.081 0.080 0.074 0.136 0.120
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ‘Covidfirst’: all treatments pooled together. ‘Compliance’: level of compliance with Covid regula-
tions from 1 (very low) to 10 (very high). Controls include gender, age, age squared, employment/unemployment, years of education,
immigrant status, family status and number of family members, a dummy for voting in the last elections, equivalised household income
(coded into five quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects. All controls are
omitted to enhance readability. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; ***
p < 0.01
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Table D14: Priming Covid, Tax and Civic Expectations

(1)

Tax Poverty Tax Health Exp.

2 (3)

Tax Unemp. Welf.

(4)

Tax Pensions

()

(6)

General Tax Own Tax

Covidfirst -0.134%** -0.069* -0.063 -0.046 0.063

(0.039) (0.039) (0.039) (0.037) (0.044) (
Civic Expectations 0.204*** 0.233*** 0.159%** 0.267*** 0.034

(0.037) (0.045) (0.038) (0.044) (0.044) (
Covidfirst*Civic Expectations -0.032 -0.019 0.016 -0.076 0.030

(0.046) (0.050) (0.048) (0.051) (0.052) (
Observations 2,741 2,741 2,741 2,741 2,741
R-squared 0.069 0.110 0.103 0.105 0.152
Controls YES YES YES YES YES
Region FE YES YES YES YES YES

0.067
0.042)
0.045
0.045)
0.041
0.052)

2,741
0.140
YES
YES

Note: Estimates from OLS models.

‘Covidfirst’: all treatments pooled together.

‘Civic Expectations’: factor variable increasing in

expectations of civic behaviour of others. Controls include gender, age, age squared, employment/unemployment, years of education,
immigrant status, family status and number of family members, a dummy for voting in the last elections, equivalised household income
(coded into five quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects. All controls are
omitted to enhance readability. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; ***
p < 0.01

Table D15: Priming Covid, Trust and Health Concerns - Different Countries

M @) ® () ) (©)
Italy-Spain Trust Others Trust Dir. Democracy Trust Nat. Gov. Trust Politicians Pro EU Speech Trust EU
Covidfirst -0.156%** -0.026 0.008 -0.047 -0.114%** -0.095%**
(0.036) (0.040) (0.034) (0.030) (0.030) (0.032)
Health Concerns -0.020 0.120%** 0.020 0.019 0.034 0.116***
(0.028) (0.042) (0.030) (0.023) (0.021) (0.033)
Covidfirst* Health Concerns -0.016 -0.093** 0.057 0.074** 0.035 -0.033
(0.035) (0.041) (0.040) (0.031) (0.028) (0.045)
Observations 3,881 3,881 3,881 3,881 3,881 3,881
R-squared 0.052 0.047 0.078 0.061 0.062 0.059
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES
(1) (2) 3) (4) (5)
Germany-Netherlands Trust Others Trust Dir. Democracy Trust Nat. Gov. Trust Politicians Pro EU Speech Trust EU
Covidfirst -0.088** -0.071%* 0.008 -0.018 -0.177%%* -0.120%**
(0.042) (0.029) (0.029) (0.027) (0.032) (0.028)
Health Concerns -0.035 0.024 0.117%%* 0.117%%* 0.037* 0.111%**
(0.034) (0.032) (0.035) (0.039) (0.022) (0.032)
Covidfirst*Health Concerns -0.044 -0.050 0.058* 0.050 0.023 0.040
(0.034) (0.034) (0.034) (0.035) (0.028) (0.036)
Observations 4,035 4,035 4,035 4,035 4,035 4,035
R-squared 0.103 0.071 0.087 0.077 0.072 0.069
Controls YES YES YES YES YES YES
Region FE YES YES YES YES YES YES

Note: Estimates from OLS models. ‘Covidfirst’: all treatments pooled together. ‘Health Concerns’: self-perceived Covid health risks
from 1 (very low) to 10 (very high). Controls include gender, age, age squared, employment/unemployment, years of education,
immigrant status, family status and number of family members, a dummy for voting in the last elections, equivalised household income
(coded into five quantiles), a dummy for the position of the pro-EU text within the survey and region fixed effects. All controls are
omitted to enhance readability. Robust standard errors clustered at the province level are in parentheses. * p < 0.1; ** p < 0.05; ***
p < 0.01
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D.1 Figures

Figure D4: Distribution of the Health Concerns Variable
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Figure D5: The figures displays the distribution of the variable Health Concerns.
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Figure D6: Placebo: Interaction Term

Interaction term (Treated * Health Concerns)
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Figure D7: The figures display the interaction term COVIDFIRST * Health Concerns on
an alternative set of outcomes included in the original survey. From the top: trust in
police, trust in media, attachment to your town/country/European Union, immigration is
too low (0) or too high (10) in your country, media should be independent from politics,
preferences for a strong leader in power, elite have too much power, give up freedom for your
own/family/public safety, in favor of global human rights, respect for traditions, in favor
of globalization (0) or national self-sufficiency (10), in favor of market regulation. Check
Appendix E for the complete list of questions in the survey.

D.2 Multiple Hypothesis & Placebo Tests

We correct the p-values of our coefficients for the multiplicity of tested hypotheses (List et al.,
2019; Barsbai et al., 2020). We report the uncorrected p-values in Table D16, as well as the
family-wise corrections, i.e. trust, attitudes towards the European Union, voting behaviours
and taxation. All our significant estimates survive, apart from trust in politicians. Finally,
the last column of Table D16 reports the p-values corrected for the simultaneous estimation
of all the equations for which we have presented the results. Except for trust in politicians,
demand for devolution of power to the people, and the perception of one’s own tax burden,

all results remain within conventional significance levels.*6

46Notice that for computational reasons we are not able to apply clustering of the observations in our
correction.
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Table D16: Uncorrected p-values and p-values corrected for multiplicity of hypotheses

Uncorrected Family-wise All equations

Trust

Trust Government 0.8239 0.8239 0.976
Trust Politicians 0.095* 0.135 0.277
Social Trust < 0.001%** < 0.002%** < 0.001***
Trust EU < 0.001%** < 0.001%** 0.002***
Pro-EU Speech < 0.001*** < 0.001%** 0.003***
Trust Direct Democracy 0.024** 0.071%* 0.09*
Taxation and welfare state contributions

+ Taxes - Poverty < 0.001%** < 0.001%** < 0.001%**
+ Taxes + Health expenditure 0.003*** 0.012%* 0.033**
+ Taxes + Unemployment Welfare 0.019%** 0.024** 0.097*
+ Taxes + Pensions 0.003*** 0.014** 0.033**
General Tax Too High 0.188 0.188 0.620
Own Tax Too High 0.011%** 0.031** 0.101

Significance stars denote conventional significance levels.

D.3 Sample size and balancing test

Tables D17 and D18 report respectively the sample size for each country and the balance

of our sample across conditions.

Table D17: Sample size per country

Country Sample size Share of total
Germany 2161 obs. 26.24%
Italy 2003 obs. 24.32%
Netherlands 2071 obs. 25.15%
Spain 2000 obs. 24.29%
Total 8235 obs. 100.00%
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Table D18: Balancing Test

A: A: A: A:
Variables Covidfirst-Baseline Health-Baseline Economic-Baseline Conflict-Baseline
Unemployed -0.012** -0.012 -0.014* -0.009
(0.041) (0.104) (0.064) (0.238)
Education 0.076** 0.083* 0.059 0.084*
(0.029) (0.065) (0.187) (0.058)
Native -0.000 -0.002 0.003 -0.001
(0.998) (0.804) (0.676) (0.864)
Female -0.018 -0.031%* -0.014 -0.008
(0.127) (0.039) (0.355) (0.574)
Age -0.002 0.011 -0.009 -0.008
(0.834) (0.335) (0.428) (0.498)
Household size 0.032 0.017 0.051* 0.029
(0.160) (0.578) (0.080) (0.320)
HH income -0.021 -0.015 -0.005 -0.042%*
(0.271) (0.525) (0.853) (0.082)
Single 0.013 0.024* 0.006 0.010
(0.233) (0.092) (0.692) (0.488)
Observations 8,235 4,571 4,572 4,570

Sample balance table displaying the difference in means across conditions for all our observ-
ables, and its significance: * p < 0.1; ** p < 0.05; *** p < 0.01

E Links to local language surveys

The local language surveys and the English translation can be found at the links below.
English translation: http://www.gianmarcodaniele.com/quest.html

Dutch: https://taxmpg.eu.qualtrics.com/jfe/form/SV_850cx81c4806tzT

German: https://taxmpg.eu.qualtrics.com/jfe/form/SV_50uJ8nUBnj111Mp

Italian: https://taxmpg.eu.qualtrics.com/jfe/form/SV_5apXabHwDkB55it

Spanish: https://taxmpg.eu.qualtrics.com/jfe/form/SV_01n902bfxiBsHlr
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