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Abstract

Zak and Knack (2001) demonstrate that inter-
personal trust substantially impacts economic
growth, and that sufficient interpersonal trust is
necessary for economic development. To inves-
tigate the ability of policy-makers to affect trust
levels, this paper builds a formal model char-
acterizing public policies that can raise trust.
The model is used to derive optimal funding for
trust-raising policies when policy-makers seek

to stimulate economic growth. Policies exam-
ined include those that increase freedom of as-
sociation, build civic cultures, enhance judicial
contract enforcement, reduce income inequal-
ity, and raise educational levels. Testing the
model’s predictions for a sample of 43 countries,
we find very few policies raise trust sufficiently
vis-a-vis their costs to warrant policy action as
part of a program of economic development.
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