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1. Civic networks and growth 
in European regions



Civic networks and growth in Europe
• Beugelsdijk and van Schaik (2005, EJPE) test the 

role of civic networks and trust in growth across 
54 European regions by using data from the 
European Values Study (EVS).

• EVS is a large-scale, cross-national and 
longitudinal survey research program on basic 
human values, initiated by the European Value 
Systems Study Group (EVSSG) in the late 1970s: 
http://www.europeanvaluesstudy.eu/.

• The survey was conducted until 2008. 

http://www.europeanvaluesstudy.eu/


• B&VS used just the 1990 wave of the survey.
• The set comprises seven countries, i.e. France, 

Italy, Germany, Spain, The Netherlands, 
Belgium and the United Kingdom. 

• The Eurostat definition of regions was used. 
The regional level in the analyses was the 
NUTS1 level. 

• The total number of regions was 54.

Civic networks and growth in Europe





• The authors measure trust à la Knack and Keefer (1997), 
using the “Rosenberg question”: “Generally speaking, 
would you say that most people can be trusted, or that you 
cannot be too careful in dealing with people?” 

• Indicator of trust: After deleting the number of 
respondents that answered  don’t know, they took the 
fraction of people that answered  “most people can be 
trusted”.

• Indicator of civic networks: the average number of civic 
groups cited per respondent in each region.

• B&VS also distinguish between active and passive 
membership in groups, where respondents were 
considered as “active” when they not only were a member 
but also did voluntary work for an association.

Civic networks and growth in Europe



• In addition, B&VS distinguish between Putnam 
and Olson networks.

• Putnam: 
– Religious or church organizations
– Education, arts, music or cultural activities
– Youth work

• Olson:
– Trade unions
– Political parties or groups
– Professional associations

Civic networks and growth in Europe



Civic networks and growth in Europe
• In addition, EVS also provided information about membership in the 

following groups, that were accounted for in a more general measure of 
civic networks:
– Social welfare services for elderly handicapped or deprived people
– Local community action
– Third world development or human rights
– Conservation, the environment, ecology
– Sports or recreation
– Women’s groups
– Peace movement
– Animal rights
– Voluntary organizations concerned with health

• So B&VS have 4 indicators of:
– Membership in Putnam groups
– Membership in Olson groups
– Active membership in all groups
– Passive membership in all groups











• B&VS compute regional growth differentials by relating 
the regional GDP per capita information to the country 
mean.

• There were 3 reasons to use the country mean as a 
correction factor. 

1. The authors did not have information about regional price 
levels 

2. The figures on regional GDP are provided in an index form 
that was not comparable across countries.

3. It allowed to direct control for national growth rates that 
might bias regional growth rates.

• Controls were initial level of GRP per capita, school 
enrolment rate, investment ratio, and control variables for 
spatial correlation and the concentration of human capital 
in agglomerations.

Civic networks and growth in Europe



• Regional growth rates are significantly and 
positively related to passive group membership. 

• Active membership is highly significant and its 
inclusion in regressions leads to the highest 
variance explained. 

• It can be calculated that a one standard deviation 
change in active membership raises growth by 
.03.

• Trust is not significant.

Civic networks and growth in Europe





Open issues
• Why B&VS’ results concerning European regions are 

different from K&K’s cross-country results?
• Were classification issues properly addressed?
• Which time spans do B&VS and K&K cover? Are they 

actually the same?
• Which countries? Were the two samples comparable?
• Were endogeneity issues addressed and solved in both 

the studies?
• Does the design of the researches influence their 

results?



2. Civic networks, innovation and 
growth in European regions



Networks, innovation and growth
• Akçomak and ter Weel (2009, EER) study the 

relationship between social capital, 
innovation, and growth in 104 European 
regions in the period 1990-2002.

• The authors emphasize the role of social 
capital in innovation as conducive to growth.



• Risk affects any innovation decision in different 
ways:

1. The investor may be risk averse.
2. Internal capital constraints may be too high in a 

competitive market.
3. Monitoring costs may be high.
4. Information asymmetries and moral hazard

problems may hinder the financing of R&D.
• Social capital can lower all these barriers.

Networks, innovation and growth



Networks, innovation and growth
1) Normally, firms with “bad projects” can mimic firms 
with “good projects”, and this leads to underinvestment in 
innovation. 
However, if the economy is dense of networks, the 
probability that a “bad” firm will meet a specific investor 
(funder, bank) again is higher. 
The importance of reputation is then higher and norms 
of reciprocity and cooperative attitudes will be stronger.

2) When, thank to mechanism 1), the reputation of firms 
in the area is higher, investors/banks may positively 
change their expectations regarding firms in the area, 
which can increase the probability of financing ideas in 
the region.

3) In general, if networks in the area are trust-intensive, 
and if the area is characterized by a high level of 
generalized trust, then monitoring costs are lower and 
innovation becomes a more efficient investment.

Social capital can 
lower those barriers 
in 3 ways, according 
to A&TW:



• A&TW measure social capital through an indicator of social trust 
drawn from the 2000 wave of the European Social Survey, as given 
by responses to the Rosenberg question (“Generally speaking…”).

• After stressing, in the first part of the paper, the network dimension 
of social capital, they just pick one measure of trust.

• As for innovation, the authors use:
– Total number of patent applications to the European Patent Office per 

million inhabitants by year of filing excluding patent applications to 
the National Patent Offices in Europe as a proxy for innovation output.
To avoid yearly fluctuations, A&TW use 3-year average around each 
point in time, so pat91 is the average between 1990 and 1992.

– R&D intensity - defined as the percentage of R&D personnel 
employment in total employment in the business enterprise sector in 
1995 – as a proxy for innovation inputs.

• The economic performance is measured by the growth rate of GDP 
per capita between 1990 and 2002.

• Human capital is measured as the share of tertiary level students in 
all students in 1993.

Networks, innovation and growth



The empirical strategy
• Since social capital is positively correlated with 

education – which generally fosters the formation of 
trust-intensive networks – A&TW include in the 
growth equation the interaction term between 
social capital and education.

• Since the economic performance is positively 
correlated with innovative activities, the authors 
incorporate this relation in the framework by 
employing a patent regression, in which they explain 
patent applications with R&D intensity, education 
and trust.

Patents = α0 + α1R&D intensity + α2education + 
α3trust + υ



The empirical strategy

• Since trust is clearly endogenous, A&TW 
instrument trust.

• They pick historical information collected on 
literacy rates, universities and political 
institutions as instruments provided by the 
POLITY IV project on Political Regimes 
Characteristics and Transitions 1800-2002.



http://www.europeanvaluesstudy.eu/

http://www.europeanvaluesstudy.eu/


www.systemicpeace.org/polityproject.html

http://www.systemicpeace.org/polityproject.html


• More specifically, the instruments are:
– A proxy for political institutions: “constraints on the 

executive on a scale 1 (unlimited power) to 7 (accountable 
executive constrained by checks and balances). 
Assumption: More democratic institutions are associated 
with higher social capital.
Basically, A&TW build the indicator as the average of 5 
variables measuring institutions from 1600 to 1850.

– Two proxies for historical education: 
• [2000 – (date of foundation of the 1st university founded in the 

region)]
• Number of universities per 100,000 inhabitants around 1850

– A proxy for historical education: measured through literacy 
rates in the 1870s and 1880s.

The empirical strategy: instruments
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• In the lectures concerning methodological issues, we 
pointed out that what is key for identification is that 
the historical instruments don’t have a direct effect on 
today’s output but affect the latter only because they 
affected the instrumented variables centuries ago, 
which are then reflected – though intergenerational 
transmission – in today culture.

• Can this be considered the case for A&TW empirical 
strategy?

• Can literacy and institutions affect other (than trust) 
aspects of markets and society that can in turn affect 
the outcomes of interest in the structural equations?

• In other words, are they correlated with the error term 
in the structural equations?

The empirical strategy



• Anyway, A&TW basically estimate the 
following system of simultaneous equations:

The empirical strategy



• Social capital is found being significantly and 
positively correlated with growth in the TSLS.

• The same positive role of trust holds for 
innovation, however measured.

• Democratic institutions and literacy in the 
past predict well (significant and positive) 
social capital in the first stage regression.

Networks, innovation and growth: results



• When A&TW include both social capital and 
innovation in the growth equation, they are 
not statistically significant.

• They thus estimate a 3 Stages Least Square 
(3SLS), which, according to them, suggests 
that social capital causes innovation and that 
innovation causes growth.

Networks, innovation and growth: results



• Is there the possibility to conduct more consistent and 
reliable estimations of the roles of networks and trust 
on the economic performance, in the world, in Europe, 
in Italy, in your country?

• Would it be possible to estimate the effect of various 
types of networks on a range of social, political and 
economic outcomes, in addition to economic growth, 
investments, and innovation?

• For example: can criminal networks, civic networks, 
family networks, networks of friends, networks of 
industries, vertical networks, political networks, etc. be 
measured?

• Are we able to build meso and macro indicators of 
those concepts?

Open issues



3. The long-term persistence of civic 
networks in Italian communes and 

their effect on economic development



The long-term persistence of civic networks 
and economic development

• In spite of remarkable success stories like the 
Asian Tigers and, more recently, China, there is a 
very large persistence in economic development.

• Among European countries, there is a correlation 
of 0.56 between per capita income at the 
beginning and the end of the century.

• Even between the 1700s and 2000s (over a 300 
year-span and with an industrial revolution in the 
middle) the correlation is 0.23.



• In an influential paper Acemoglu, Johnson and Robinson 
(hereafter AJR) (2001, AER) attribute this persistence to 
the long-lasting effect of formal institutions.

• Protection of property rights and limitations on the power 
of the executive, which – they claim – are essential to the 
development process, are built into the formal institution 
of a country and tend to persist over the centuries. 

• For instance, in countries where settlers’ mortality was very 
high, colonizers designed institutions aimed at extracting 
value, rather than creating it. 

• In the view of AJR, these extractive institutions did not 
foster (and still do not foster) the rule of law, thus having a 
negative effect on development.

The long-term persistence of civic networks 
and economic development



• An alternative view is provided by Tabellini 
(2010), who attributes this persistence to culture,
measured by indicators of individual values and 
beliefs, such as trust and respect for others. 

• Tabellini showed that regions of Europe that had 
more decentralized decision-making 
responsibilities in the XVII and XVIII centuries, 
today have both more “progressive values” and 
higher income per capita.

The long-term persistence of civic networks 
and economic development



• Both these important papers, however, could not 
completely reject the alternative that the source 
of persistence is geographical. 

• Acemoglu et al. (2001) are aware of this problem 
and argue that the diseases that were a problem 
then (yellow fever and malaria) no longer 
represent a major source of comparative 
disadvantage. Still other geographical factors 
impeding economic development could be at the 
origin of this persistence.

The long-term persistence of civic networks 
and economic development



• In “Making Democracy Work”, Putnam et al. 
(1993) conjectured that regional differences in 
trust and social capital within Italy can be traced 
back to the history of independence that certain 
cities experienced in the first centuries of the 
second millennium.

• Putnam’s conjecture has two advantages. 
– First, it traces back the origin of these differences to 

institutions, the free city-states, that are long gone.
– These institutions concentrated in the Centre-North of 

Italy, but did NOT involve all the major cities of the 
region à There is room for a natural experiment.

The long-term persistence of civic networks 
and economic development



• To test Putnam’s conjecture, Guiso et al. 
(hereby GSZ) (2016) first compared current 
levels of social capital within the North-central 
part of Italy.

• Following Putnam’s (1993), they used the 
following measures of social capital:
1. Number of non-profit organizations per capita. 

Basically, this is a measure of civic networks.
2. Turnout at major referenda.
3. The presence of an organ donation organization

in the municipality.

Long-term persistence of civic networks



• The total number of non-profit associations 
present in a town in 2000 is drawn from 2001 
census carried out by the Istat. 

• GSZ do not distinguish between associations: 
sport and cultural clubs (basically leisure time 
associations) are grouped together with civil and 
human rights associations.

• Voter turnout in referenda only refers to 3 major 
referenda (chosen how?).

• Organ donation is measured by an indicator of 
the existence in the town of an organ donation 
association – which does not mean there are 
actual health facilities for organ “removal”.

Long-term persistence of civic networks



Faenza vs. Senigallia…



Long-term persistence of civic networks
Senigallia, a town of 44,000 inhabitants 60 miles 
South of Faenza. 
In the middle ages, Senigallia used to hold one 
of the largest fairs in Italy, visited by merchants 
from all over Europe and especially the Levant. 
It belonged to the March of Ancona and as such 
had a strong presence of imperial power. 
Senigallia never became a free city.

Faenza, 54,000 inhabitants, 
30 miles South-East of 
Bologna. In the XII century, 
Faenza became a free city 
(commune).



Long-term persistence of civic networks

Following all three measures of social capital, “Faenza dominates 
Senigallia”: 
1) The number of non-profit organizations per capita is 42% higher
2) Voter turnout at referenda is 89% versus 86% (not exactly a “dominating 

position”).
3) Faenza has an organ donation organization, while Senigallia does not.



To conduct this 
analysis in a more 
systematic way, 
GSZ identify the 
largest (by 
population) 400 
Italian towns in 
the Center-North 
in 1871 (the first 
Census after 
Italian unification) 
in the area that 
was under the 
Holy Roman 
Empire at the 
beginning of the 
second 
Millennium.



• For these towns, the authors reconstruct their 
medieval history and collect several measures of social 
capital. 

• GSZ, then, test whether there is a significant relation 
between the fact the town was a free city-state in the 
1000-1300 period and today’s levels of social capital.

• Consistent with Putnam’s conjecture, GSZ found that 
Center-Northern cities that experienced a period of 
independence as a free city have significantly higher 
levels of social capital today. 

• For example, the number of voluntary associations is 
25% higher in cities that were free city-states.

Long-term persistence of civic networks



What does this suggest?



A note on income inequality
• At one point, GSZ introduce two Gini measures of 

inequality: in land ownership and in pre-taxed income. 
• Surprisingly, higher income inequality leads to more 

social capital, as measured by the number of non-profit 
associations per capita. 

• This effect, however, is due to the lack of a control for 
income per capita.

• When GSZ introduce this control (see column 6) this 
effect disappears.

• Question: could this effect be due to the fact that the 
indicator of nonprofit organizations does not 
distinguish between different types? For example, 
sport and cultural clubs are more likely to include the 
rich.



• This finding per se does not prove there is a 
causal linkage between a town’s status in the 
Middle Ages and its current levels of social 
capital. 

• Other time invariant factors, such as geography, 
could well have biased both these variables (think 
for example of the closeness to the sea).

• To sort out causality, the authors look into Italian 
history to find exogenous determinants of the 
rise of independent municipalities (natural 
experiment).

Long-term persistence of civic networks



A history-based natural experiment
• GSZ’s reading of Medieval history books 

suggested that a key factor in the formation 
of free cities was the coordination role 
played by a local religious authority. 

• Therefore, as a predictor of becoming a free 
city-states (i.e. as an instrumental variable), 
GSZ used whether a town was the seat of a 
bishop before the year 1000.



A second potential predictor of achieving independence is the 
strategic military position. Cities like Orvieto (Tr) and Civita 
Bagnoregio (Vt), which are located on top of a cliff, were much 
easier to defend militarily (especially before the introduction 
of gunpowder), than a city in the middle of a valley. 



• Since the advantage of strategic military position is not 
easy to identify directly, GSZ used earlier history to 
determine it. 

• The earliest civilization that was organized as free 
city-states is Etruscan (IX century B.C), which 
populated an area from Mantua in the North to 
Salerno in the South

• Since the Etruscans had the first mover advantage, 
they chose to locate their cities in positions that were 
easy to defend. 

• Hence, GSZ used the Etruscan origin of a city as a 
predictor of becoming a free city-state in the Middle 
Ages.

A history-based natural experiment





• GSZ thus have 2 instruments:
– Whether a town was the seat of a bishop before the 

year 1000.
– The Etruscan origin of the town.

• Both these instruments have a strong predictive 
power on the likelihood of being a free city-state 
(the F-test is ok). 

• Even when instrumenting the existence of a free 
city-state with its historical determinants, GSZ 
found that free city-state towns have more social 
capital today (estimates hold in TSLS).

A history-based natural experiment



• These results are supportive of Putnam’s conjecture, but 
they do not allow a definitive rejection of the geographical 
alternative. 

• It is possible that something in the morphology of the 
territory (not captured by controls) drove GSZ’s results. 

• If there is a location advantage that…
– Has led the Etruscans to settle there, 
– Has lead the Catholic Church to elect it as a seat of its bishops
– Has made it easier for that city to conquer independence from 

the Emperor, 
– and also fosters social capital today…
then GSZ’s instruments do not solve the problem.

A history-based natural experiment



• To address this issue, GSZ used a difference in 
difference approach, exploiting a “historical 
counterfactual”. 

• If cities in Southern Italy did not become free city-
states, it is not because they were poorer or had less 
opportunities to trade (in fact at the beginning of the 
second millennium the South of Italy was more 
developed and prosperous than the North) but 
because of the strong central power exerted by the 
Normans.

• Under the maintained hypothesis that the 
determinants of location advantages are the same in 
the Center North and in the South (i.e.: the presence of 
a bishop and the Etruscan origins), it is possible to 
predict which towns would have become free city-
states in the South had the Normans not been there.

A history-based natural experiment



• GSZ then compared the difference in social 
capital between:

1) The towns predicted to become free city-states 
in the Centre North (where they did become).

2) The towns predicted to become free city-states 
in the South (where they did not).

• The difference in difference estimates suggest 
that at least half of the gap in social capital 
between the North and the South of Italy can be 
attributed to the free city-state experience.

A history-based natural experiment



• The following table shows the explanatory power of 
the “historical instruments”. 

• Regressing a free city dummy variable on bishop 
location and Etruscan origin, GSZ found that both 
instruments have the expected sign and are highly 
statistically significant. 

• A town that was the seat of a bishop is 73% more 
likely to become a free city-state than a town that 
was not. It’s a lot! Maybe too much?

• Similarly, a town that was founded by the Etruscans is 
17% more likely to become a free city-state.

A history-based natural experiment



Probability model for whether the city was a Commune



Instrumental variables regressions. Dependent variables: social capital measures



• Having established the validity of the 
instruments (…) for social capital, GSZ used 
them to estimate the impact of social capital 
on economic development. 

• GSZ measure economic performance at the 
city level by using disposable income per 
capita in the city in 1999 as constructed from 
income tax statements. 

Social capital and economic development



• When GSZ instrument today’s social capital with the 
free city indicator, the estimated coefficient of social 
capital increases  from 0.40 to around 0.57 and is 
highly statistically significant (columns 3 and 4). 

• Raising social capital by one standard deviation 
increases per capita income by 1,120 euros, about 
7.5% of the sample mean. 

• The high value of the F test of the excluded instrument 
(29.7 and 15.8 respectively, depending on whether 
controls for province capital are also included) implies 
that historical independence is a powerful instrument.

Social capital and economic development



Effect of social capital (nonprofit
organizations) on income per capita



• GSZ obtain similar results if instead of the 
indicator for a free city they use as instrument 
for social capital:

1) The (log) of the length of time a free city 
retained its independence (column 6)

2) Or the indicators of whether the city was the 
seat of a bishop in Medieval times and 
whether it had been founded by the Etruscan 
(column 7)

Social capital and economic development



Open issues
• Did GSZ measure social capital properly?
• Are all networks alike?
• Why the estimates work only under certain specifications?
• Is the story behind the instruments valid?
• Did the presence of a bishop – i.e. the fact the town was 

governed by a religious authority – actually favour the 
transition to the status of free city (so-called city-states)?

• Do you find the bishop-hypothesis consistent with 
Putnam’s arguments about the hierarchical organization of 
religious institutions?

• According to Putnam, which is the role of religious 
institutions in the creation of social capital?

• And what about the Etruscan origins?



I warmly suggest the reading of:
Belloc, M., Drago, F., Galbiati, R. (2016). 
Earthquakes, Religion, and Transitions to Self-
government in Italian Cities. Quarterly Journal of 
Economics, 131 (4): 1875-1926
Which shows that the presence of a bishop 
actually hampered the transition to free city-
states.



4. Inherited trust and growth 
in a sample of countries



Inherited trust and growth
• Algan and Cahuc (2010) (hereafter A&C) developed a 

new method to uncover the causal effect of trust on 
economic growth by focusing on the inherited 
component of trust and its time variation.

• According to A&C, the economic literature cannot 
explain easily the causal effect of trust on growth.

• The main reason is that previous studies identify the 
effect of trust on income per capita from cross-country 
or cross-regional differences, without any time 
variation.

• This makes it impossible to control for specific 
invariant national or regional features which could 
codetermine both trust and economic development.



• A&C view on Tabellini (2010): For example, Tabellini 
analyzes the role of culture on income per capita of 
European regions by using historical variables (the history 
of institutions and literacy rates) as an instrument for 
contemporaneous trust. 

• Though this analysis exploits variations in the historical 
variables across regions, which makes it possible to control 
for country fixed effects, it makes it impossible to control 
for regional fixed effects. 

• It is thus difficult to exclude the possibility that some time 
invariant factors, such as the geography of the region, 
could cause both the low literacy rate in the region and the 
present low level of trust. 

• This difficulty is common to all studies using time invariant 
instruments for trust. 

Inherited trust and growth



A&C’s method to assess the effect of trust
• In the previous lectures we saw that it is well 

established that the parents’ social capital is a 
good predictor of the social capital of children 
(e.g. Putnam, 2000; Uslaner, 2002; Guiso et al., 
2016).

• We also saw that Putnam et al. (1993) assessed 
the effect of the historical level of civic capital in 
Italy on the current performance of Italian 
regional institutions and, in a follow-up study, on 
the current differentials in economic growth 
across Italian regions.



• This suggested the idea, in some way implemented in 
Guiso et al. (2016), to use the past levels of social (or 
civic) capital to instrument the current levels of social 
capital, in order to econometrically identify the effect 
of social capital on the institutional performance and 
growth.

• While this was in some way possible when dealing with 
concepts such as civic capital – which Guiso et al. 
(2016) instrumented through indicators of specific 
characteristics of Italian municipalities in medieval 
history…

• … it is virtually impossible to know the historical, or 
even the recent past, levels of trust.

A&C’s method to assess the effect of trust



• A&C, however, had a smart idea to determine 
them…



• A&C used the trust that US descendants have inherited 
from their forebears who immigrated from different 
countries at different dates to detect changes in inherited 
trust in the countries of origin.

• For example, by comparing Americans with Italian origins 
whose forebears migrated between 1950 and 1980, it is 
possible to detect differences in trust inherited from Italy 
between 1950 and 1980.

• In the same way, it is possible to get time varying measures 
of trust inherited from Italy by running the same exercise 
for forebears who immigrated from Italy to the U.S. in other 
periods, for instance between 1920 and 1950.

• Once we have time varying measures of inherited trust, it is 
possible to estimate the impact of changes in inherited 
trust on changes in income per capita in the country of 
origin, in this case in Italy.

A&C’s method to assess the effect of trust



• Using a time varying measure of inherited 
trust over long periods to assess changes in 
per capita income allows:
1. To avoid reverse causality problems.
2. To control for both: 
• Omitted time invariant factors, such as geography.
• Other observed time varying factors such as changes 

in the economic, political, cultural, and social 
environments.

A&C’s method to assess the effect of trust



• How to retrieve data about inherited trust?
• The General Social Survey (GSS) provides information about

– the contemporaneous trust of US descendants of immigrants
– the wave of immigration in the US of their ancestors.

• The GSS contains a standard core of demographic, 
behavioral, and attitudinal questions, plus topics of special 
interest. 

• Among the topics covered are civil liberties, crime and 
violence, intergroup tolerance, morality, national spending 
priorities, psychological well-being, social mobility, and 
stress and traumatic events.

• Since the GSS adopted questions from earlier surveys, 
trends can be followed for up to 70 years.

• Unfortunately, the GSS is not a panel.

A&C’s method to assess the effect of trust



Data can be downloaded online free of charge at this url: 
http://gss.norc.org/Get-The-Data

http://gss.norc.org/Get-The-Data


Inherited trust
• “Inherited trust” – i.e. the past level of trust in 

any given country – is measured using the 
current level of trust declared by immigrants 
from that country in the United States. 

• More specifically, inherited trust is measured by 
the country of origin fixed effect in individual 
regressions of the contemporaneous trust of US 
descendants of immigrants – but we will come 
back to this aspect later.



Inherited trust

Current 
level of 
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Time 
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???

!"#$!%& = () + (+,%& + -.#/!"0% + 1%&
inherited trust is measured by the 
country of origin fixed effect in 
individual regressions of the 
contemporaneous trust of US 
descendants of immigrants



!"#$!%& = () + (+,%& + -.#/!"0% + 1%&

This strategy leads to estimate one single equation in the form of Yct, where the level of 
trust in a country is replaced by its value as determined through the second equation



• The GSS variable for the country of origin reads as follows: “From 
what countries or part of the world did your ancestors come?”. 

• The individual can report up to three countries of origin by order 
of preference. Two respondents out of three report only one 
country of origin. 

• A&C selected the GSS ethnic variable that captures the country 
of origin to which the respondent feels the closest to make the 
comparison between countries of origin interpretable.

• A&C state they have “A large number of observations for at 
least 24 countries or continents”.

• They then “present only the countries of origin displaying 15 or 
more observations (!) in our estimations”.

Inherited trust





• “There is a fairly high number of migrants for 
each of the considered countries”. (is it?)

• Even admitting that trust actually is inherited, the 
problem is we do not know whether the 
ancestors of these migrants were representative 
of the country of origin’s population!

• Can you imagine any specific bias affecting the 
trust of those who chose to migrate to the US in 
the past century?

Inherited trust



Estimation strategy
• To assess the role of trust in the economic performance, one has to 

deal with the endogeneity issues at stake in the estimation of the 
following equation:

• Where Yct is per capita income in country c at time t;
Tct is the country average of trust of country c at time t, conditional 
on the individual characteristics of its citizens;
Xct is a vector of time varying characteristics of the country, which 
might include the past economic development with the lagged values 
of per capita income or other socio-economic factors like education;
Fc are country fixed effects capturing all other time invariant specific 
features of the country;
Ft are period fixed effects common to all countries. 

• The inclusion of country fixed effects serves to ensure that the 
correlation between attitudes and the economic performance is not 
driven by unobservable country time invariant factors.



• The problem with the previous equation is 
that contemporaneous trust is likely to be 
correlated with the unobserved error term. 
People who live in richer countries may tend 
to be more open-minded and trusting as a 
result of their better education and higher 
opportunities to achieve higher levels of 
cultural consumption.

• This is the point where A&C bring inherited
trust into the strategy.

Estimation strategy



• We know from the social capital literature that moral values are 
substantially inherited from parents and farther ancestors. 

• Putnam et al. (1993) found proofs of the persistence of civicness 
across centuries in Italy.

• Based on different U.S. surveys, Uslaner (2002) found evidence 
that trust is for the most part inherited from parents, instead of 
being learned from the people we meet, and that moral values are 
unconditional, i.e. they do not depend upon reciprocity. 

• Guiso et al. (2004) used Italian survey data to show that migrants 
from Southern, low-trust, regions in Italy tend to carry with them 
their mistrust to their new locations. 

• Based on WVS data, Guiso et al. (2003) similarly found that people 
who are raised religiously exhibit some common beliefs and 
preferences, even if they reject religion as adults. 

Estimation strategy



• The findings summarized in the previous slide suggest 
the convenience to estimate the current level of trust 
as:

• Where Where Tct-1 is the country average of trust of the 
previous generation in period t – 1, Fc and Ft are 
country and time fixed effects, respectively, and vct is 
the error term.

• In this equation it is assumed that the current trust of 
individuals is also influenced by all the factors that may 
affect the economic performance and by the level of 
trust of the previous generation. 

Estimation strategy



• The assumptions that allow identifying the 
system of equations:

• Are: 
– The trust of previous generations is excluded from 

the economic performance equation.
– The error of the economic performance equation 

is uncorrelated with the level of trust of the 
previous generations.

Estimation strategy



• As previously said, A&C proxy the inherited trust of 
people living in country c by the trust that the 
descendants of US immigrants have inherited from their 
ancestors migrated from that country c (e.g. Italy).

• More precisely, inherited trust is measured by the country 
of origin fixed effect in individual regressions of the 
contemporaneous trust of US descendants of immigrants. 
This trust is measured in the United States.

• This substantially leads to the estimate of a single 
equation

• Where the term Tct is replaced by the estimate of the term 
gamma Tct-1 of the second equation.

Estimation strategy

Tct-1



This error refers to the 
estimation of the current 
level of per capita 
income in a certain 
county, let’s say Italy. 

Estimation strategy

Even if the “past” level of trust was inherited by the 
previous generations living in the country of origin of 
respondents, it actually refers to the place where 
respondents actually live, i.e. the United States.

Yct in Italy
Tct-1 of Italian 
migrants in the 
United States:
It seems reasonable 
to assume they are 
unrelated

As for the validity of the identifying 
assumptions…



• A&C assume a gap of 25 years between two 
generations.

• They then impose a benchmark lag of 25 years 
between the inherited trust and the contemporaneous 
economic outcome at date T.

• A&C then focus on:
– Second generation Americans born before T−25, since the 

parents of the second generation immigrated before T−25.
– Third-generation Americans born before T−25+25 (i.e. 

before time T), since the grandparents of the third 
generation born before T  immigrated before T−25.

– Fourth-generation Americans born before T−25+50 (i.e. 
born 25 years after time T).

In depth: the estimation of inherited trust



• A&C start by focusing on inherited trust in the two periods 
1935–1938 and 2000–2003 ( 1935 and 2000 henceforth).

• Inherited trust in 1935 is that of:
– Second-generation Americans born before 1910 (i.e., whose 

parents arrived for sure one generation before 1935, i.e. 1935-
25=1910). 
This is the trust that people who were more than 25 years old in 
1935 inherited from parents who lived in Italy 25 years before 
1935.

– Third-generation Americans born before 1935 (i.e. 1935-
25+25=1935). This is the trust that people less than 25 years old 
in 1935 inherited from grandparents who lived in Italy 25 years 
before 1935.

– Fourth-generation Americans born before 1960 (i.e. 1935-
25+50=1960).
This is the trust that people who will be born 25 years after 
1935 will inherit from ancestors who lived in Italy 25 years 
before 1935.

In depth: the estimation of inherited trust



1910

1) Ancestors (grand-
grand-parents) arriving 
from Italy will transmit 
their trust to descendants 
(grand-grand-sons) born 
before 1960 (between 
1935 and 1960).

2) Grand-parents arriving 
from Italy will transmit 
their trust to grand-sons 
born before 1935 
(between 1910 and 1935)

3) Parents arriving from 
Italy will transmit their 
trust to children born in 
1910 or before.

1935

1) Ancestors (grand-
grand-parents) arriving 
from Italy will transmit 
their trust to descendants 
(grand-grand-sons) born 
after 1985.

2) Grand-parents arriving 
from Italy will transmit 
their trust to grand-sons 
born before 1960 
(between 1935 and 1960)

3) Parents arriving from 
Italy will transmit their 
trust to children born in 
1935 or before.

2000

1) Ancestors (grand-
grand-parents) arriving 
from Italy will transmit 
their trust to descendants 
(grand-grand-sons) born 
after 2025.

2) Grand-parents arriving 
from Italy will transmit 
their trust to grand-sons 
born before 2025 
(between 2000 and 2025)

3) Parents arriving from 
Italy will transmit their 
trust to children born in 
2000 or before (between 
1910 and 2000).

.  .  .



1910 1935

1) Trust of 2nd generation 
Americans born in or 
before 1910 (whose 
parents arrived from Italy 
in or before 1910), who 
would still live in Italy if 
that migration hadn’t take 
place.

2) Trust of 3rd generation 
Americans born in or 
before 1935 (whose 
grand-parents arrived 
from Italy in or before 
1910).

3) Trust of 4th generation 
Americans born in or 
before 1960 (whose grand 
parents arrived from Italy 
in or before 1910).

2000

1) Trust of the 2nd

generation Americans 
born in or before 1975 
(whose parents arrived 
from Italy in or before 
1975), who would still live 
in Italy if that migration 
hadn’t take place.

2) Trust of the 3rd

generation Americans 
born after 1925 (whose 
parents arrived from Italy 
after 1925)

3) Trust of the 4th

generation Americans 
born after 1950 (whose 
parents arrived from Italy 
after 1950), who would 
still live in Italy if that 
migration hadn’t take 
place.

.  .  .

Trust in Italy in 1935 and 
2000 therefore is…



This is the number of observations used by A&C to compute inherited 
trust in 1935 and 2000:

In depth: the estimation of inherited trust

India has 
1,324,171,354 
inhabitants!



• Column 1 reports the 
estimates for inherited 
trust in 1935, relative 
to trust inherited by 
Swedish Americans in 
1935. 
Having forebears 
coming from a 
different country of 
origin than Sweden has 
a statistically 
significant effect on 
inherited trust.

• Column 2 reports trust 
inherited in 2000 
relative to trust 
inherited by Swedish 
Americans in 1935. 
Inherited trust displays 
substantial changes 
between the two 
periods

In depth: the estimation of inherited trust



• Explaining changes in inherited trust within countries is 
beyond the scope of A&C’s paper.

• The authors state that “The set of potential candidates 
is quite wide. One might first think about the role of 
national shocks such as wars. The ancestors of the 
current US respondents are likely to have undergone 
very different national crises. The ancestors who have 
transmitted their trust for the period 1935 have mainly 
migrated before World Wars I and II.”

• All true. But what about the non-representativeness 
of the samples? For example, there are 7 
observations from India relative to 1935 and 11 
relative from 2000.
India approximately has 1,335,250,000 inhabitants.

In depth: the estimation of inherited trust



Inherited trust and growth: results
• The dependent variable is the income gap relative to Sweden in 1935 and in 2000. 

The main explanatory variable is the level of inherited trust measured by the 
coefficient associated with the country of origin fixed effect in the GSS.



This m
eans there are 22 countries!



• A&C then assess how changes in inherited trust 
relate to changes in income per capita over time.

• The change in inherited trust is measured by the 
change in the value of the country of origin fixed 
effects in separate regressions on the trust 
question for the periods 1935 and 2000.

• Change in inherited trust is strongly correlated 
with change in income per capita.

Inherited trust and growth: results



The impact of inherited trust on income per capita is economically sizeable. 
This figure displays the change in income per capita in period 2000–2003 that 
countries would have experienced if the level of inherited trust in a given 
country had been the same as trust inherited from Sweden.



To assess the contribution of time invariant factors, A&C also calculate the 
predicted increase in income per capita if the countries had the same country 
fixed effect as Sweden. This task serves to give an idea of how remarkable is 
the size of the effect of inherited trust.



Ideas for future research
• The same method A&C apply to the 

measurement of inherited trust can be used to 
measure inherited tolerance based on WVS data.

• For example, tolerance towards immigrants or 
towards people belonging to ethnic minorities (a 
proxy for racism?), towards people with diverse 
sexual orientations (homophobia), etc.

• It could be interesting to assess whether there is 
a relationship between tolerance and growth.



Why tolerance and growth?
• Florida (2003: 10) in defining tolerance as “openness, inclusiveness, 

and diversity to all ethnicities, races, and walks of life.” 
• Florida and colleagues have presented descriptive evidence of a 

substantial correlation between indicators of diversity and the 
economic performance of American cities (Florida and Gates, 
2001; 2003; Florida and Mellander, 2010). 

• To explain this result, the authors argued that talented and creative 
people are attracted to places that welcome differences in 
ethnicity, tastes, opinions, and sexual orientation. 

• On the other hand, living in an open and diverse environment 
helps to make talented people even more creative and productive. 
“Places with talented people both grow faster and are better able 
to attract other talented people” (Florida and Gates, 2001: 2). 

• This virtuous circle has been claimed to be the source of the 
economic success of U.S. clusters that have the highest 
concentration in creative workers, such as Washington, DC, Boston, 
Austin, The Research Triangle, and San Francisco.

• Does this sound credible to you?



Tolerance and growth
• This body of research is under investigated in the 

literature, in part due to some issues that undermine 
the credibility of results found in American clusters:

1) The use of within-country data focusing on specific 
cities seriously prevents from the generalization of 
results. 

2) Tolerance is measured as the share of a population that 
is gay, bohemian or foreign-born. 

3) In addition, endogeneity concerns are not addressed in 
a systematic way. 



• Berggren and Elinder (2012, Public Choice) extended the 
analysis beyond the American borders to find a significantly 
negative cross-country correlation between tolerance and 
growth in World Values Survey (WVS) data. 

• The authors interpret this result as an outcome of the 
decline in productivity possibly associated to the negative 
reaction that conservative people may have to alternative 
habits and lifestyles. 

• According to B&E, racists and homophobes may, in fact, feel 
uncomfortable in workplaces where minorities they dislike 
are welcomed. As a consequence, they may want to migrate 
elsewhere, or reduce effort and productivity, or, more 
simply, they may become involuntarily unable to do their 
best at work.

• More in general, it may be argued that people living in areas 
where minorities they dislike are welcomed may feel less 
happy, thereby lowering productivity.

• Does this sound credible to you?

Tolerance and growth



1. The macro, cross-country, level of the analysis does not allow to control 
for the skills, talent, and effort of conservative people. Racists and 
homophobes may well be less educated and skilled, and therefore less 
productive, than those types of workers who, according to Florida’s 
claims, might be attracted by more tolerant places. 

2. It is also unclear whether, and why, intolerant people should be higher in 
number, and possibly more productive, than the open-minded ones, 
which is a required assumption for explaining the negative role of 
tolerance. 

3. What about the happiness, the productivity and the creativity of LGTB 
people?

4. Problems of reverse causality may arise. People in societies with a high 
GDP and economic growth, in fact, may tend to display more open-
mindedness and tolerance. Tolerance may also be affected by 
expectations about future growth. 

5. The validity of the authors’ measure of tolerance is limited. B&E measured 
tolerance by using replies to a question in the WVS, in which respondents 
in different countries are asked if they would like to have homosexuals or 
people of a different race as their neighbours. These responses should be 
strongly contextualized and do not necessarily reflect moral values (think 
for example of how having a very noisy immigrants or homosexuals family 
as neighbours could bias interviewees’ replies).

Weaknesses of B&E’s interpretation



Moral values and growth
• We also may want to use the same estimation 

strategy to analyse the effect exerted on 
development and well-being by other inheritable 
values detected in the GSS and the ESS, such as 
social trust, religiosity, sexism, democratic 
preferences, and Rawlsian (strongly egalitarian) 
preferences concerning income distribution.

• In the following slides we will see some probably 
“inherited values”



How tolerance could be measured in the GSS
• “There are always some people whose ideas are considered 

bad or dangerous by other people. For instance, somebody 
who is against all churches and religion ... If such a person 
wanted to make a speech in your (city/town/ community) 
against churches and religion, should he be allowed to speak, 
or not?”

• “Should such a person be allowed to teach in a college or 
university, or not?”

• “If some people in your community suggested that a book he 
wrote against churches and religion should be taken out of 
your public library, would you favour removing this book, or 
not?”



• “Or, consider a person who believes that Blacks are genetically inferior. If 
such a person wanted to make a speech in your community claiming that 
Blacks are inferior, should he be allowed to speak, or not?”

• “Should such a person be allowed to teach in a college or university, or 
not?”

• “If some people in your community suggested that a book he wrote which 
said Blacks are inferior should be taken out of your public library, would 
you favour removing this book, or not?”

• “Now, I would like to ask you some questions about a man who admits he 
is a Communist. Suppose this admitted Communist wanted to make a 
speech in your community. Should he be allowed to speak, or not?”

• “Suppose he is teaching in a college. Should he be fired, or not?”
• “Suppose he wrote a book which is in your public library. Somebody in 

your community suggests that the book should be removed from the 
library. Would you favour removing it, or not?”

How tolerance could be measured in the GSS



• “And what about a man who admits that he is homosexual ... Suppose this 
admitted homosexual wanted to make a speech in your community. 
Should he be allowed to speak, or not?”

• “Should such a person be allowed to teach in a college or university, or 
not?”

• “If somebody in your community suggests that a book he wrote in favour 
of homosexuality should be taken out of your public library, would you 
favour removing it, or not?”

• “There's been a lot of discussion about the way morals and attitudes 
about sex are changing in this country. If a man and a woman have sex 
relations before marriage, do you think it is always wrong, almost always 
wrong, wrong only sometimes, or not wrong at all?”

• “Do you think sex relations before marriage are always wrong, almost 
always wrong, wrong only sometimes, or not wrong at all?”

• “What about sexual relations between two adults of the same sex-- do you 
think it is always wrong, almost always wrong, wrong only sometimes, or 
not wrong at all?”

• “Do you agree or disagree with the following statement: Homosexual 
couples have the right to marry one another.”

How tolerance could be measured in the GSS



• “The United States Supreme Court has ruled that no state or local 
government may require the reading of the Lord's Prayer or Bible 
verses in public schools. What are your views on this--do you 
approve or disapprove of the court ruling?”

• “What is your religious preference? Is it Protestant, Catholic, 
Jewish, some other religion, or no religion?”

• “Do you believe there is a life after death?”
• “About how often do you pray?”
• “To what extent do you consider yourself a religious person? Are 

you very religious, moderately religious, slightly religious, or not 
religious at all?”

• There are several items for an in-depth specification of religious 
preferences in the survey that we do not report here for the sake of 
brevity.

How to measure religiosity in the GSS



• “Agree or disagree with this statement: Most men are 
better suited emotionally for politics than are most 
women.”

• “If your party nominated a woman for President, would you 
vote for her if she were qualified for the job?”

• “Agree or disagree: A working mother can establish just as 
warm and secure a relationship with her children as a 
mother who does not work.”

• “Agree or disagree: A preschool child is likely to suffer if his 
or her mother works.”

• “Agree or disagree: It is much better for everyone involved 
if the man is the achiever outside the home and the 
woman takes care of the home and family.”

How to measure sexism in the GSS



• “Consider a person who advocates doing away with 
elections and letting the military run the country. If 
such a person wanted to make a speech in your 
community, should he be allowed to speak, or not?”

• “Should such a person be allowed to teach in a college 
or university, or not?”

• “Suppose he wrote a book advocating doing away with 
elections and letting the military run the country. 
Somebody in your community suggests that the book 
be removed from the public library. Would you favor 
removing it, or not?”

How to measure democratic values in the GSS



Next lecture
• In these lectures, we saw how the main studies 

on the current frontier of research about 
networks, culture, and development, suffer from 
several severe weaknesses.

• In the next lecture, we will see a much stronger 
study concerning how history and culture affect 
institutions and, therefore, economic 
development.

• The study, authored by Marianna Belloc, 
Francesco Drago and Roberto Galbiati will be 
directly  presented by leading author Marianna 
Belloc.
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Examples of possible exam questions
• Briefly summarize the main results obtained by Akcomak 

and ter Weel (2009) concerning the relationship between 
social capital, innovation, and growth in European regions 
and explain how, according to the authors, the transmission 
mechanism of social capital’s influence on economic 
growth may work.

• Briefly explain which is the main factor determining the 
community’s endowments of social capital in the work of 
Guiso, Sapienza and Zingales (2016).

• Explain how Guiso, Sapienza and Zingales measure civic 
networks and which is, in their claims, their relationship 
with economic development.

• Briefly summarize Algan and Cahuc’s (2010) main results.



Thank you!


