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This note studies the empirical relationship between trust and remittances. Using historical data from the 2010-2014 wave of World Values Survey (WVS) for interpersonal trust and World

Bank for remittances. Results underline the substitution role played by interpersonal trust with remittances. Migrants send fewer of formal remittances when the rate of interpersonal trust in the country of origin is high.

Introduction

"Put not your trust in money, but put your money in trust." Oliver Wendell Holmes Interpersonal trust is key factor for development and social cohesion [START_REF] Knack | Does social capital have an economic payoff?[END_REF][START_REF] Porta | Trust in Large Organizations[END_REF][START_REF] Zak | Trust and Growth[END_REF][START_REF] Kasmaoui | Does Trust Influence Economic Growth? Evidence from the Arab World[END_REF]). In addition, [START_REF] Fukuyama | Trust: The Social Virtues and the Creation of Prosperity[END_REF] agrees that trust can be seen as the basis of the virtuous circle of the economy. Moreover, we note that interpersonal trust is relatively low in developing countries. Based on trust data from the latest WVS (2010)(2011)(2012)(2013)(2014) survey covering 60 countries in the world, the average of trust in developed countries is 42.17% whereas it reaches only 17.90% in developing countries as shown in figure 1 below. This statement shows that the level of trust is relatively low in developing countries. At the same time, the majority of developing countries are considered as emigration countries. As a result, international migration has brought about remittances that are a significant source of development [START_REF] Makhlouf | Transferts de fonds vers le Maroc, enjeux, comportement et impacts[END_REF]. Can differences in trust levels in developing countries have an impact on remittances? This note explores the impact of interpersonal trust on the behavior of remittances. Remittances continue to rise to over $500 billion in 2018 (World Bank). In some countries, the share of remittances can reach more than 30% of GDP as Nepal, Tajikistan, Kyrgyz Republic and Tonga according to data from the World Bank.

Remittances are affected by social, economic and behavioral factors in receiving countries [START_REF] Makhlouf | Transferts de fonds vers le Maroc, enjeux, comportement et impacts[END_REF]. In addition, remittances affected by cultural and political situations in home countries [START_REF] Makhlouf | Voting with The Wallet: The Response of Remittances to Political Systems[END_REF]. Since remittances are impacted by the economic situation in countries of origin, they also could be influenced by the behavior of the people who receive them. More so, remittances can be affected by trust. Remittances may be strengthened by ties between migrants and their families and friends in the country of origin. The main innovation of this note compared to previous studies on the determinants of remittances is the first note attempting to investigate the empirical relationship between trust in home countries and remittances (external revenue). By using WVS trust data for most emigration countries and remittances from World Bank, we found that interpersonal trust has a negative effect on remittances. Since remittances affected by human capital and cultural factors [START_REF] Makhlouf | Voting with The Wallet: The Response of Remittances to Political Systems[END_REF]. The effect of trust on remittances can be achieved through the quality of institutions because the link between remittances and the quality of institutions is demonstrated in economic literature (see for example [START_REF] Berdiev | Remittances and corruption[END_REF][START_REF] Abdih | Remittances and institutions: Are remittances a curse?[END_REF]Putnam et al.1993;Fukuyam, 1995). The effect of trust can be channeled through corruption, financial development [START_REF] Guiso | The Role of Social Capital in Financial Development[END_REF] and inequality [START_REF] Rothstein | All for all: Equality and Social Trust[END_REF]. The rest of the note is organized as follows. Section 2 tries to explain why do remittances depend on trust? In the section 3, we investigate empirically the relationship between remittances and trust. Section 4 presents results and discussion. Section 5 concludes the note and provides some policy recommendations.

New evidence on the extent to which interpersonal trust in home countries influences international remittances

Studies on the determinants of remittances are widespread and can be categorized into two main fields: studies on microeconomic determinants and studies on macro-economic determinants.

Studies on microeconomic determinants usually focus on the socio-economic characteristics of migrants and their families. As for studies on macroeconomic studies, they focus on 4 Trust is the percentage of people in each country giving the response "most people can be trusted". China macroeconomic variables [START_REF] Makhlouf | Transferts de fonds vers le Maroc, enjeux, comportement et impacts[END_REF]. Recently, some academics have started to examine other determinants such as cultural and political factors [START_REF] Makhlouf | Voting with The Wallet: The Response of Remittances to Political Systems[END_REF][START_REF] Edelbloude | Do remittances respond to revolutions? The Evidence from Tunisia[END_REF]. Moreover, to our knowledge, there are no studies that analyze the incidence of trust level in the country of origin on the size of remittances.

Studies and research on social cohesion and trust between individuals are not a new phenomenon. In fact, in 1377, Ibn Khaldoun evokes in his book El Muqadima social cohesion and solidarity between groups. Ibn Khaldoun explained that social cohesion is one of the crucial elements that influences the power and weakness of a group or tribe. Trust can be seen as "the expectation that arises within a community from regular, honest and cooperative behaviour, based on commonly shared norms, on the part of other members of that community" (Fukuyama, 1995, p36). Generally, in all societies, there is a high level of trust within the family. However, the main difference between societies is to what extent there is trust towards outsider (outside the family), this is what represents generalized trust. Fukuyama confirms that when trust does not extend beyond the family, the supply of capital and skilled managers will be limited, thus constraining the development of private enterprises. When trust is higher between individuals within the same community, it is easier to carry out financial transactions as loans and financial aids. In the same way, when trust between individuals is high in a community, mutual aid increases and people bear the cost of this mutual aid. This implies a low demand for money from members of the same community who work and live abroad because this operation costs more than it would from individuals who live in the country. [START_REF] Knack | Does social capital have an economic payoff?[END_REF] assume that ethnic homogeneity is one of the key determinants of trust. They argue that ethnic homogeneity strengthens "social capital" or "trust", which are, in turn, associated with faster growth and high per capita income. Moreover, these authors suggest that polarization "Polarization is typically maximized when there are two groups of equal size, while fragmentation is high when there are several small groups" may increase rent-seeking activities that erode trust and undermine norms of cooperation. Figure (2) shows the relationship between the logarithm of remittances and the logarithm of trust; it shows that countries with high levels of trust receive less remittances.

Figure (2): Trust and remittances

Source: WDI, WVS

Empirical Analysis

We use cross sectional data to investigate the relationship between Trust and Remittances. We obtain data for the independent variable from the World Bank. Data for the variable "trust" comes from World Value Survey (WVS).

We expect that a high interpersonal trust in home countries may counteract remittances in countries of origin. The relationship between remittances and trust may be substitutable. When trust is very high in countries of origin, people could easily access financial assistance and informal loans. Trust could encourage exchanges between individuals within countries. At the same time, if individuals do not trust each other, they will tend to be more likely to involve their relatives abroad. In this second case, of undoubtedly, remittances will increase. 

Model specification and data

The model employed in this analysis can be written as follows:

log(𝑅𝑒𝑚𝑖𝑡 𝑖,10-14 ) = 𝛽 1 log (𝑇𝑟𝑢𝑠𝑡 𝑖,10-14 ) + 𝑋 𝑖 𝜗 + 𝜀 𝑖 (1)

Remit represents Remittances our dependent variable. Remittances comprise personal transfers and compensation of employees; it is the average annual remittances over the 2010-2014 period.

(i) represents the countries considered in our sample 5 . Remittances inflows are in millions of U.S. dollars. We use the natural logarithm of Remittances in our model.

Trust : is the percentage of people in each country giving the response "most people can be trusted" to the question "Generally speaking, would you say that most people can be trusted, or that you can't be too careful in dealing with people?".

Respondents not providing answer to the question on trust were excluded from the dataset. The lowest trust value recorder in our sample is 3.2 % in the Philippines, and the highest rate is 60.3 % in China. Country-wise distribution of non-respondents is shown in Table 3 in the appendix. Table 1 provides the descriptive statistics of the variables used in our analysis.

X: is a matrix of control variables supposed to influence remittances including per capita income, inflation and unemployment in the origin countries. Values of control variables are taken at the beginning of the period considered.

GDP per capita, PPP (lgdp):

Gross Domestic Product converted into international dollars using purchasing power parity rates (PPP);

Inflation: Inflation as measured by the consumer price index reflects the annual percentage change in the cost to the average consumer of acquiring a basket of goods and services that may be fixed or changed at specified intervals, such as yearly. Data for this variable comes from the World Bank.

Unemployment: Unemployment refers to the share of the labor force that is without work but available for and seeking employment. Data is from the World Bank.

The variables consist of data on 41 developing countries taken from the 2010 -2014 wave of the WVS. The first two specifications are estimated using Ordinary Least Squares (OLS). reason, we instrument trust with the proportion of Muslims and Christians in each country. these two instrumental variables used by [START_REF] Knack | Does social capital have an economic payoff?[END_REF] and [START_REF] Zak | Trust and Growth[END_REF]. The specification is then estimated with the Two-Step Least Squares model (2SLS).

Results and discussion

In the baseline model (Column 1), table 2 in appendix presents the econometric results of the model ( 1) and shows that Interpersonal trust in home countries lowers remittances. This means that international interpersonal trust in countries of emigration is a significant determinant of remittances. Remittances could substitute trust between individuals. When trust between members of the same community is relatively high, they trust each other, help each other, and lend each other money. In this case, they will have less need of individuals living abroad.

However, when trust is weak in countries of emigration in this case individuals will turn to their relatives or friends living abroad for more assistance. In this case, we may think that migration in general and remittances in particular are a response to the lack of trust between individuals and the trust of institutions.

The effect of trust on remittances could be transmitted through several channels:

Inequality: Several studies have found an association between increased inequality and decreased interpersonal trust [START_REF] Knack | Does social capital have an economic payoff?[END_REF][START_REF] Zak | Trust and Growth[END_REF][START_REF] Rothstein | All for all: Equality and Social Trust[END_REF]Bjørnskovk, 2007;[START_REF] Wilkinson | The Spirit Level -Why Equality is Better for Everyone[END_REF][START_REF] Stiglitz | Le prix de l'inégalité[END_REF]. Hence, the effect of remittances may pass through its effect (+ or -) on inequalities.

Human capital: One other mechanism by which remittances could be indirectly influenced by interpersonal trust is human capital. [START_REF] Coleman | Social Capital in the Creation of Human Capital[END_REF] argues that social capital is a key factor in explaining educational outcomes. For Whiteley (2000), investment in education may not have an effective impact in a low trust society. With respect to [START_REF] Knack | Does social capital have an economic payoff?[END_REF], they state that interpersonal trust is most pronounced in countries with a well-educated population.

Likewise, [START_REF] Zak | Trust and Growth[END_REF] concluded that interpersonal trust can be enhanced by improving education.

Institutions: While [START_REF] Knack | Does social capital have an economic payoff?[END_REF] point out that institutions have an influence on growth through trust. Zak and Kanck (2001) also conclude that trust depends on the social, economic and institutional environment in which the transaction is conducted. In addition, for [START_REF] Putnam | Making Democracy Work. Civic Traditions in Modern Italy[END_REF], institutional quality may account for the relationship between social capital and economic efficiency. [START_REF] Fukuyama | Trust: The Social Virtues and the Creation of Prosperity[END_REF] argues that a high level of trust between citizens affects the performance of all institutions in society, including businesses. In the same vein, La [START_REF] Porta | Trust in Large Organizations[END_REF] note the existence of a positive relationship between government effectiveness and trust. Remittances would facilitate cooperation and reduces the budgetary constraint of recipient families this can help to strengthen trust. An increase in interpersonal trust strengthens social cohesion in the country of origin, thus reducing the need for remittances.

Informal vs formal remittances and trust: The negative result between formal remittances and trust may be explained also by the fact that non-formal remittances are higher in low trust countries because migrants in countries where the quality of institutions is low bring money home directly or send money with family or friends visiting the country of origin. Another possibility that may explain why formal remittances are less important in countries with relatively low levels of trust is the fact that migrants bring with them durable goods such as refrigerators, TV and other consumer goods instead of sending money to buy them in their country of origin. Unfortunately, the lack of data on informal remittances makes it impossible to directly estimate this effect.

Conclusion

Remittances are a complex phenomenon that respond to economic factors in both host and home countries. This fact is already demonstrated in the economic literature. In this note, the response of remittances is extended to include behavioral factors as the interpersonal trust. This note documents the empirical relationship between interpersonal trust and remittances. Analyses of data from WVS and World Bank shows that interpersonal trust influences remittances.

Remittances can compensate for the lack of trust. This result suggests that migration and, in consequence, remittances are individuals' reactions to socio-economic situations in countries of origin. An increase in interpersonal trust strengthens social cohesion in the country of origin, thus reducing the need for remittances. To the best of our knowledge, this is the first work that addresses the relationship between interpersonal trust and remittances. Other factors that may influence remittances deserve to be studied, such as the confidence of institutions in the home and host country. It is true that this note does not include all the determinants of remittances due to the lack of data, as well as the use of a relatively small sample size, but it brings significant benefit to the existing debate on migrants' behavior in terms of remittances. Microeconomic studies can further extend this work by investigating specifically the nexus of remittances and interpersonal trust.
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