A. Kustova, I. Rozmainsky

UDC 303.725.3:338.124.4(470)

doi: 10.12958/1817-3772-2020-4(62)-9-22

A. Kustova,
e-mail: kustovaa@inbox.ru,

KPMG Global,

I. Rozmainsky,
e-mail: irozmainskij@hse.ru,

National Research University Higher School of Economics

EMPIRICAL ANALYSIS OF GENERALIZED TRUST IN MODERN RUSSIA

1. Introduction

Today the concept of trust plays an important role
in economic theory, being, for example, a crucial part of
the theory of transaction costs and one of the compo-
nents of the individuals’ social capital. Mill (1970)
writes that trust promotes increasing of transactions by
means of ensuring honest behavior. Arrow (1972) even
suggests that most of the economic backwardness in the
world is due to the lack of mutual trust. Furthermore,
some empirical studies, such as the work of Zak and
Knack (2001) or the newer work of Bjernskov (2012),
show that greater trust in society leads to the economic
growth. However, the study of trust cannot be treated as
complete, since there are very small amount of works
devoted to the study of trust at the individual level,
especially the lack of them is observed in Russia.

Trust is at the heart of trade and investment, and
especially it is important in the financial market where
people part with their money in exchange for promises.
And the most significant event in the financial sector all
over the world over the past few decades has undoubt-
edly been the 2008 crisis. The Russian economy has also
suffered several significant recessions in recent years,
the most serious of which were the crises of 2008 and
2014. It would be interesting to check whether there was
a trust change after these events in Russia

The following work has two purposes:

1) identify the determinants of generalized trust
(i.e. trust in people in general) in modern Russia, using
panel approaches for discrete choice models (panel logit
in our case);

2) check whether the economic crises of 2008-
2009 and 2014-2015 affected the level of generalized
trust with the assumption that the population older than
working age was not affected, using the diff-in-diff stra-
tegy.

The remainder of the paper is organized as follows:
Section 2 presents a literature review, consisting of
3 subsections on theoretical background, trust determi-
nants analysis and crisis impact on trust level; Section 3
provides the description of data that will be used; Sec-
tion 4 represents the results of the trust determinants
analysis; Section 5 represents results of a diff-in-diff es-
timation and Section 6 concludes and describes once
again key points of the following research.

2. Literature review

2.1. What is trust?

Different authors put different meaning in the con-
cept of trust. For instance, Luhmann (2018) writes that
trust is “a coping mechanism that allows individuals to
manage the uncertainty and complexity of human social
organization”. We found definition of Sapienza and Zin-
gales (2012) to be the most correct one. They suggest
that trust “is the expectation that another person or insti-
tution will perform in a preferable way, or at least not
detrimental to us, regardless of our ability to control”.

It is customary to distinguish several classifications
of trust: “how to trust” and “who to trust” Uslaner
(2010). The first classification divides trust into strategic
trust and moralistic trust (altruistic trust). The first one
suggests that the trust is related to past experience with
specific people. On the other hand, the central idea of
moralistic trust is the belief that most people share your
fundamental moral values, so you assume they are trust-
worthy.

Strategic trust can only lead to cooperation bet-
ween people you know, so it can only solve problems of
trust among a small number of people. We need mora-
listic trust to come to civic participation. The second
classification divides trust into particularized trust and
generalized trust. The first one relates to the trust in
someone or something specific, for instance, in such in-
stitutions as family, or government. On the other hand,
generalized trust applies to people in general. The last
category of trust is analyzed in the following research.

2.2. What determines trust?

The study of determinants of trust is not a new di-
rection of research, but we assume that there are still
some findings to be made for at least two reasons. First
of all, the largest part of papers are devoted to the study
of trust determinants at the macro level, however, micro
level analysis is not so popular among researchers up to
now.

The second reason is that the vast majority of ear-
lier works are based on data of Western countries: the
United States and European countries — but such studies
rarely concern countries aside from the Western ones
and studies based on the post-Soviet countries (like
Russia) are even less common. That is why the paper of
Gleave, Robbins and Kolko (2012), where authors sur-
veyed citizens of Uzbekistan, seems quite unique.
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Gleave, Robbins and Kolko (2012) point out that
all the determinants of trust can be divided into four se-
mantic groups: civil society, institutional quality, cul-
ture and values and demographic homogeneity. The de-
terminants of the first group characterize individual’s in-
volvement in social activities, for instance, in volunteer
work. It is assumed that people who take an active part
in the life of society generally more trustful than others,
since they have more opportunities to learn from past
experiences and develop expectations about how others
will treat them. The second group includes determinants
that measure institutional quality. High quality of insti-
tutions guarantees the creation of incentives for trust-
worthy behavior, which in turn increases the trust of in-
dividuals in the society. (Dysfunctional government in-
stitutions can lead to the lack of the generalized trust,
according to Rothstein and Stolle (2008)). The third
group consists of the individuals’ various cultural norms
and values that can somehow affect their level of trust.
And the last group of determinants reflects the degree of
homogeneity in society while considering such social
inequalities as income inequality, religious inequality
and ethnic inequality. The latter pave the way for un-
trustworthy behavior and, hence, the level of citizens’
trust decreases.

According to previous papers (Alesina and La Fer-
rara (2002), Hooghe et al. (2009), Uslaner (2002)),
group of population that experience discrimination are
prone to a lower level of trust. Historically discrimina-
tion on the basis of gender, according to the authors, is
directed towards women. That is, theoretically women
should trust less than men. This hypothesis is confirmed
in a study of Algan and Cahuc (2010) on a sample of US
citizens, descendants of immigrants from different coun-
tries. However, a completely opposite effect was found
by Dohmen et al. (2008) on a sample of German citi-
zens: in Germany, women tend to trust more than men.
In Asian countries such as China, Japan, Singapore,
South Korea, Taiwan and Vietnam (Tan and Tambyah
(2011)), even though Confucian philosophy prefers
male dominance, gender does not affect the level of
trust. Also, men and women do not differ from each
other regarding trust in Muslim countries Jamal (2007),
probably because women there do not perceive their sta-
tus as unfavorable.

Age is considered one of the strongest predictors of
trust. It is believed that as people mature, they are more
likely to trust others. There are two possible reasons for
this: as people grow older, they either learn to recognize
social signs and signals that indicate trustworthy be-
havior (Gambetta and Hamill (2005)), or they develop
the propensity of generations to trust others (Putnam
(2000)). This hypothesis is confirmed in a sample of
German citizens Dohmen et al. (2008), for Asian coun-
tries (Tan and Tambyah (2011)), and on a sample of US
citizens, descendants of immigrants from different coun-
tries (Algan and Cahuc (2010)). An unusual result was
obtained on the sample of citizens of Uzbekistan
Gleave, Robbins and Kolko (2012): the coefficient at a

variable age was negative. The authors suggest that this
effect can be typical for the former Soviet Union coun-
tries, where there is often a considerable divergence in
views among older people (who lived long before the
collapse of the USSR) and the younger generation.

It can not be said that marital status is a very strong
factor influencing trust, however, in some studies it was
found to be significant as well. Alesina and La Ferrara
(2002) found that people who have experienced any
kind of trauma, such as divorce, are less trusting.

In a study of Gleave, Robbins and Kolko (2012) on
a sample of Uzbek citizens, the variable of number of
children has a positive effect on the level of trust. But in
the article of Welch et al. (2007) on a sample of US ci-
tizens, this variable is not significant.

People with a higher level of education tend to have
a higher level of trust. Education, like age, gives the in-
dividual some experience and learn to recognize the fea-
tures of credible information (Alesina and La Ferrara
(2002), Freitag and Traunmiiller (2009), Hooghe et al.
(2009)). This is supported by study based on German
and Swedish data (Stolle, 1998). The same result was
received by Omelchenko, Maximova and Noyanzina
(2018); these researchers analyzed data from six Rus-
sian border regions (Altai region, Jewish autonomous
region, Transbaikal region, Krasnoyarsk region, Omsk
region, Orenburg region). In the study based on data
from Uzbekistan Gleave, Robbins and Kolko (2012) the
coefficient of the variable education is significantly ne-
gative, that diverges from other studies (the finding
which is similar to the case with variable of age). The
authors say that this can also be explained by the pecu-
liarity of the population of the post-Soviet countries.

Success in the labor market and greater income fos-
ter trust, as they provide people with the necessary re-
sources to accept risk and therefore trust others (Brehm
and Rahn (1997), Freitag and Traunmiiller (2009)). This
is confirmed by the large number of empirical works: the
research of Paxton (2007), the research of Gleave, Rob-
bins and Kolko (2012), Brehm and Rahn (1997), as well
as Freitag and Traunmiiller (2009) found that the status
of the unemployed reduces the level of trust of the indi-
vidual. At the same time, more high social status and
more high incomes increase trust (Omelchenko, Maxi-
mova and Noyanzina (2018)). Income inequality de-
creases trust, as Bjernskov (2007) proved using a samp-
le of 74 countries. Moreover, Chan (2007) argued that
if globalization leads to more unequal domestic income
distribution in a country that it adversely affects gene-
ralized trust (although usually globalization increases
trust).

Trust-formation processes can be also characte-
rized by racial dimensions. Marschall and Stolle (2004)
showed that generalized trust is not likely to develop
among whites who live in low status neighborhood. But
these researchers did not find this effect for blacks.

Researchers rarely use types of religions as deter-
minants of trust in their models. Nevertheless, such
works exist. For example, Delhey and Newton (2005)
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found that respondents who identify themselves with the
Protestant faith demonstrated a higher level of trust (in
a sample of 60 countries). The same result was received
by Bjernskov (2007) for a mentioned sample of 74
countries. But in the study of Algan and Cahuc (2010)
on a sample of US citizens, descendants of immigrants
from different countries, certain types of religion were
insignificant.

2.3. The crises and trust

Trust is at the heart of trade and investment, and
especially it is important in the financial market where
people part with their money in exchange for promises
Sapienza and Zingales (2012). And the most significant
event in the financial sector all over the world over the
past few decades has undoubtedly been the 2008 crisis.
The Russian economy has also suffered several
significant recessions in recent years, the most serious
of which were the crises of 2008 and 2014. It would be
interesting to check whether there was a generalized
trust change after these events in Russia.

As far as we know, no such studies were made,
however, there are some papers considering change of
trust to different institutions, such as financial institu-
tions and government institutions. Uslaner (2010) finds
out that the economic crisis of 2008 led to a decrease in
American citizens’ confidence in financial and govern-
ment institutions. As he writes, the public perception of
the economic stimulus plan was noted by the beliefs that
rich businessmen will receive special privileges, while
ordinary people will not. Uslaner also mentions that,
generally, decline in confidence is not due to short-term
economic fluctuations, but to long-term trends, such as
increase in income inequality. Nevertheless, the 2008
economic crisis is so deep that it can affect both the trust
in institutions and the trust in people in general.

Gros and Roth (2009) investigates the change in
the trust of European citizens after the 2008 crisis. He
finds that confidence in European institutions, and in
European Central Bank in particular, has declined since
the beginning of the financial crisis. However, a diamet-
rically opposite trend of change in the level of
confidence in European and national institutions after
the financial crisis was discovered. Trust in national
governments (for Germany, France, Italy, Great Britain
and Spain) has actually increased since the beginning of
the financial crisis, which cannot be said about the
United States, where, as shown in the previous article,
was a significant decrease in citizens’ trust.

Sapienza and Zingales (2012) also discover that
confidence of American citizens after the crisis fell, but
they find that it fell more for the stock market and less
for banks and government. In addition, authors asked
respondents what they thought was the main cause of the
financial crisis: the greed of managers (appeared to be
the most popular cause), excessive government inter-
vention, lack of oversight, poor corporate governance,
lack of regulation and global imbalances (appeared to be
the least popular cause). And interesting is that people

who attribute the crisis to global imbalances have shown
a much higher level of confidence in the securities mar-
ket. The same is true for those who blamed excessive
government intervention. The lowest level of confidence
is characteristic for those who see the cause of the crisis
in the lack of oversight and lack of regulation. Also, a
low level of trust in the stock market is typical for those
who saw the cause of the crisis in the greed of managers
or poor corporate governance. The last two categories of
respondents also showed the greatest decline in the level
of confidence in the last few months of 2008.

3. Data

3.1. Data description

The data we are going to work with are panel
data on individuals and the source of this data is the
RLMS-HSE survey. The undeniable advantage of this
database for our study is, first of all, a large number of
individual level observations and great diversity of va-
riables corresponding to person’s attitude to various
aspects of life and variables representing various demo-
graphic measures.

The depended variable is the ordered variable of
generalized trust, which takes the value of 0, if the
respondent states that “In dealing with other people, one
must always be careful”, 1, if the respondent cannot say
definitely whether he trusts or not (i.e. depending on the
person he deals with and the situation) and 2, if the re-
spondent is sure that “Most people can be trusted”. All
the exogenous variables used in this paper will be dis-
cussed in the following section.

3.2. Variable descriptions

In the current study exogenous variables are di-
vided into five semantic groups: nationality and religion,
political confidence, job satisfaction, egalitarian values,
place of residence and mobility. Some basic individual’s
characteristic which are likely to influence generalized
trust are included as well. Detailed description and
summary statistics of each variable can be found in
Table A.8.

The set of basic determinants includes such indi-
vidual’s characteristics as gender, age, marital status,
number of children, level of education, whether an indi-
vidual lives in a countryside or not, whether an indivi-
dual is unemployed or not and individual’s income.
Gender in the current study is represented by the dummy
variable Male, which takes the value of 1, if a respon-
dent is male and 0 otherwise. The variable Age denotes
the total number of years of the respondent. Marital sta-
tus of is represented by four dummy variables: Single
which takes the value of 1, if an individual has never
been married, Married — 1, if an individual is married or
lives with a partner without a registered marriage,
Divorced — 1, if an individual is divorced and does not
have a partner and Widow — 1, if an individual is widow
or widower. Later on in the regression models the vari-
able Single is used as a reference group. The variable
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Children denotes the total number of respondent’s chil-
dren. Level of education is represented by four dummy
variables: Education 1 which takes the value of 1, if
an individual has incomplete secondary education,
Education 2 — 1, if an individual has complete second-
ary education, Education_3 — 1, if an individual has
complete specialized secondary education and Edu-
cation_4— 1, if an individual has higher education. Later
on in the regression models the variable Education 1 is
used as a reference group. Here we would like to note
that in many studies the variable of education is used as
the total number of years spent on education. But that is
not completely correct, since, for example, the return of
one year of primary school and one year of university is
not the same. That is why we prefer to use categories to
denote level of education.

According to Russian legislation, an individual is
recognized as unemployed if he or she does not have a
job, looks for it and is ready to start it, and finally he or
she must be registered at the employment center in order
to find a suitable job. Unfortunately, there is a very little
number of such individuals in our sample, which can be
harmful to the following regression analysis. So, in-
stead, we mark a person as unemployed if he or she does
not have a job, looks for it and is ready to start it, but
does not registered at the employment center.

The variable of income in the current study is pre-
sented in the two ways. At first we use the variable of
the actual income of an individual (/ncome), namely the
total monthly income, including all possible cash
inflows: wages, pensions, transfers from relatives, etc.
In this study actual income values were deflated, i.e. all
transformed to levels which are comparable (2012 and
2016 to 2006). The vast majority of researchers use the
actual income as an exogenous variable when analyzing
generalized trust. Secondly, it seemed to us reasonable
to add to the model instead of the variable of actual in-
come the income expressed in the form of some self-
assessment of people of their income. This variable is a
scale from 1 to 9, where 1 is the lowest income that is
possible in society, and 9, on the contrary, is the highest
possible income. The idea of adding exactly this va-
riable is the following: we think that in reality trust is
influenced not so much by the actual amount of the in-
dividual’s income as by the individual’s assessment of
his income. Moreover, such measurement help as to
account for possible difference of income between the
regions, which is a common situation for Russia.

Our national fragmentation index is based on the
racial fragmentation index of Alesina and La Ferrara
(2002). It represents the probability that two randomly
drawn individuals in a certain region belong to different
nationalities, the index is thus increasing in heterogene-
ity. It is computed as follows:

Nationality Index; =1— z S,?i , @)

where i represents a region and & a nationality. Each
term Sy represents the share of race k& in the total popu-
lation of region i.

We add dummy variables of three most common
religious groups in Russia: atheist, Orthodox and Mus-
lim. We also add dummies of federal districts in which
an individual lives.

4. Analysis of trust determinants

The first purpose of the following article is to iden-
tify the determinants of generalized trust in modern
Russia. We would like to start with analyzing the most
common factors found in existing papers. Table B.9 pre-
sents the results of random-effects ordered logistic
model estimation. Due to the fact that in case of logistic
models coefficients can not be interpreted in the usual
way, the marginal effects of coefficients are presented.
This table consists of two models, the difference of
which will be explained later.

According to our results, in Russia men are more
likely to trust people in general than women and this
effect is significant for both models. This finding seems
to be obvious since, as was mentioned above, women
tend to trust less than men because of the gender
discrimination which has been discussed much in recent
years.

The marginal effect of variable Age is also
significant, meaning older people are more likely to trust
due to them having more experience in dealing with
people, specifically due to their ability to recognize sig-
nals that can determine how trustworthy a person they
are dealing with is. A similar logic applies to the discus-
sion of individual’s education. During the educational
process individuals encounter unfamiliar to them groups
of people and thus have increased opportunity to under-
stand signals of trust-warranting information. Therefore,
the higher the education of an individual, the more likely
he or she to trust other people. The theoretical explana-
tion is supported by our results: we have found that in-
dividuals with completed secondary specialized educa-
tion and individuals with higher education are more
likely to trust others than individuals with incomplete
secondary education.

None of the marital status variables appear to
influence trust level, except for the dummy variable that
indicates if an individual is a widow or a widower. In
the second model its effect is slightly significant (at a
10% significance level only) and negative, which shows
that widows and widowers are less likely to trust than
single people. This finding is consistent with literature
which documents that people, who experienced some
sort of trauma trust less. The effect of the number of
respondent’s children is insignificant for Russia.

The effect of living in a village or some sort of
countryside is positive and strong, i.e. individuals living
in a rural area are keen to trust more. We guess that such
a result can be explained in a way that rural areas of
Russia in most cases are small and relatively sparsely
populated, so people living there should know each
other better (as compared to a metropolis), trust each
other and this in turn inclines them to trust people more
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in general. By the way, the same empirical result was
received in the above-mentioned paper by Omelchenko,
Maximova and Noyanzina (2018).

Income and success in the labor market are consi-
dered to be among the strongest factors affecting gene-
ralized trust. Having high income and being successful
in the labor market is likely to promote trust because it
provides people with the necessary resources to take
risks and, therefore, trust others. The factor of success
(in our case lack thereof) in the labor market is denoted
by the dummy variable Unemployed, as employment
status is usually specified as one of several criteria sig-
nifying labor market success. According to our finding,
in Russia this factor does not affect generalized trust.

The two models in the table B.9 differ in the va-
riable by which we denote individual’s income. In the
first model we use common in the articles on this topic
variable of actual person’s income (in our case that is
the person’s whole monthly income). Despite the fact
that this determinant turned out to be highly significant
in previous papers on this topic, in our article it did not.
In the second model we use a unique in trust analyzing
studies variable of individual’s self-estimation of his or

her income. According to the expectations, it is this fac-
tor that influences the generalized trust: the higher the
self-esteem of the individual of his income, the more
likely he or she trusts others. In the second model we
also add the variable of the individual’s assessment of
his authority in the society, which appears to have posi-
tive and strong influence on a probability of the indivi-
dual’s transition to the category of “full trust”.

It is worth noting that all the marginal effects re-
main almost the same in the models of the same
specification, but with the addition of a time effect (such
models can be provided upon request).

4.1. Nationality & religion and Trust

Next, we move on to a group of exogenous va-
riables that characterize national fragmentation in a re-
gion in which an individual lives, and a religious group
to which a individual relates. The Table 1 presents the
estimation results of random-effects ordered logistic
models, including these exogenous variables. We would
like to draw attention to the fact that these and the fol-
lowing regression models include a set of control va-
riables, which are all the exogenous variables from the
Model 1.2 from the Table B.9.

Table 1
Random-effects ordered logistic models: nationality & religion
Model 2.1 Model 2.2
trust =0 trust =1 trust =2 trust =0 trust =1 trust =2
Nationality index -0.031 0.017 0.014
(0.036) (0.019) (0.016)
Atheist
0.027 -0.015 -0.013
(0.041) (0.022) (0.019)
Orthodox 0.043 -0.025 -0.019
(0.037) (0.019) (0.017)
Muslim -0.114** | 0.061* 0.053**
(0,040) (0.022) (0.019)
Controls Yes Yes
N 18 863 13 863

Note: Marginal effects; standard errors in brackets; ***p < 0.001, **p < 0.01, *p < 0.05, p < 0.1.

The Model 2.1 includes the variable, characterizing
national fragmentation in a region in which an indivi-
dual lives. Equation (1) introduces the formula for cal-
culating the Nationality Index, which represents the
probability that two randomly drawn individuals in a
certain region belong to different nationalities. So, the
index is increasing in heterogeneity. According, to the
existing literature social distance between individuals
acts as a barrier to developing trust, since people tend to
trust those, who belong to the same to theirs group: in-
come group, race group, nationality group, religious
group, etc. That is why, in more homogeneous society

individuals are more likely to trust others than in he-
terogeneous one.

As expected, in case of Russia, national fragmen-
tation in a region does not affect trust level, since
Russians are the largest group and includes 80% of the
whole population.

4.2. Political confidence and Trust

Next, we move on to a group of exogenous va-
riables of political confidence of an individual. The
Table 2 presents the estimation results of random-effects
ordered logistic models, including these exogenous
variables.
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Table 2
Random-effects ordered logistic models: political confidence
Model 3.1 Model 3.2
trust =0 trust =1 trust =2 trust =0 trust =1 trust =12

PC 1 0.003 -0.002 -0.001

(0.005) (0.003) (0.003)
PC 2 -0.036*** 0.018*** 0.017***

(0.006) (0.003) (0.003)
PC 3 - 0.029*** 0.015*** 0.014***

(0.006) (0.003) (0.003)
PC 4 -0.014* 0.007* 0.007*

(0.005) (0.003) (0.003)
PC index -0.013*** 0.007*** 0.006™**

- (0.001) (0.001) (0.001)

Controls Yes Yes
N 11933 11933

Note: Marginal effects; standard errors in brackets; ***p < 0.001,**p < 0.01, *p <0.05, p <0.1.

As can be seen in the table above, political
confidence is a strong factor of generalized trust (be se-

parate components and in common). The more confident
an individual in political sphere and law of Russia, more
likely he or she trusts other people.

4.3. Job satisfaction and Trust

Next, we move on to a group of exogenous va-
riables of job satisfaction of an individual. The Table 3
presents the estimation results of random-effects

ordered logistic models, including these exogenous va-

riables.
Table 3
Random-effects ordered logistic models: job satisfaction
Model 4.1 Model 4.2
trust =0 trust =1 trust =2 trust =0 trust =1 trust =2

JS_1 0.018- -0.009- -0.008*

(0.009) (0.005) (0.004)
JS 2 -0.006 0.003 0.003

(0.009) (0.005) (0.004)
JS 3 -0.012- 0.00- 0.005*

(0.007) (0.004) (0.003)
JS 4 -0.003 0.002 0.002

(0.007) (0.004) (0.003)
JS_index -0.0001 0.00005 0.00004

(0.001) (0.001) (0.0004)

Controls Yes Yes
N 13 381 13 381

Note: Marginal effects; standard errors in brackets; ***p < 0.001,**p < 0.01, *p <0.05, p < 0.1.

This factor does not affect trust by separate components and in common.

14
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4.4. Egalitarian values and Trust

The Table 4 presents the results of random-effects
ordered logistic model estimation with exogenous vari-
ables assessing egalitarian values of an individual.

This factor does not affect generalized trust in com-
mon, but still some components of person’s egalitarian
value are significant.

Table 4
Random-effects ordered logistic models: egalitarian values
Model 5.1 Model 5.2

trust =0 trust =1 trust =2 trust =0 trust =1 trust =2
EV 1 -0.012 0.007 0.006

(0.008) (0.004) (0.004)
EV 2 0.006 -0.003 -0.003

(0.012) (0.007) (0.006)
£V 3 0.023** -0.012** -0.011**

(0.009) (0.005) (0.004)
EV 4 0.003 -0.002 -0.001

(0.008) (0.004) (0.004)
£V 5 -0.031%** | 0.016*** 0.015%**

(0.006) (0.003) (0.003)
LV _6 0.023* -0.012% -0.011%

(0.010) (0.005) (0.005)
V7 -0.011- 0.006* 0.005*

(0.006) (0.003) (0.003)
EV _index -0.001 0.001 0.001

(0.001) (0.0005) (0.0004)

Controls Yes Yes
N 12 132 12 132

Note: Marginal effects; standard errors in brackets; ***p < 0.001,**p < 0.01, *p <0.05, p <0.1.

5. The crises and trust

The second purpose of this study, as we mentioned
earlier, is to check whether the economic crises of 2008-
2009 and 2014-2015 affected the level of generalized
trust with the assumption that the population over
working age was not affected.

According to the existing literature, the level of
particularized trust (i.e. trust to different institutions,
such as, for example, government) after the crisis of
2008 has changed among European and American citi-
zens and in the main it has decreased. However, there
are no such studies about generalized trust and no stu-
dies on Russian data. Our expectation is that in Russia
generalized trust level has also been changed after the
crises (crises of 2008 and 2014) and, relying on previous
works, it should have decreased.

To check this expectation we are going to use
difference-in-difference model approach. The treatment
group is respondents that were in working age (< 55)
until 2016 (i.e. were in working age in all 3 years — 2006,
2012, 2016) and control group is respondents that were
over working age (= 55) since 2006 (i.e. were over
working age in all 3 years — 2006, 2012, 2016). The

choice of such a treatment group is because we suggest
that from an economic point of view crises affected
harder people of working age (through layoffs, wage
cuts, etc.) rather than people of retirement age. And we
expect that this economic shock on the working-age
population could cause a decline in the level of their
generalized trust.

Just before the regression analysis it is useful to
compare means of the whole sample and treatment
group in these two years. As can be seen from the table,
the mean values of trust of the whole sample and treat-
ment group do not differ significantly in 2006, before the
crises, and they do not differ significantly in 2016, after
the crises. But the difference of the means are significant
in 2012, after the first crisis of 2008.

On the first step, we take two years: 20006, as a pre-
crises year, and 2016, as a post-crises year. So, firstly,
we check the impact of both crises.

Table 5 presents the estimates of the two diffe-
rence-in-difference ordered logistic models for the pe-
riod 2006-2016 with the dependent variable of genera-
lized trust: Model 7.1 without control variables and
Model 7.2, on the contrary, with them. The variable of
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interest in case of difference-in-difference model is a
cross product of treatment group dummy variable and
dummy variable of post-experiment period. So, in our
case it is cross product of variables Young and
Year 2016 and it is significant both for models with and

without control variables. What is interesting, we
expected this variable to be significant, but we expected
it to give negative impact on generalized trust. However,
this variable positively influences trust, which means
that respondents in a working age began to trust more
after the crises. So, this result is rather surprising.

Table 5
Difference-in-difference ordered logistic models: 2006-2016
Model 7.1 Model 7.2
trust =0 trust =1 trust =2 trust =0 trust =1 trust =2

Young 0.003 -0.001 -0.001 -0.0004 -0.00005 0.0004

(0.012) (0.005) (0.007) (0.024) (0.009) (0.015)
Year 2016 -0.096%** | 0.043%** 0.053*** S0.112%%% | 0.046%* 0.066**

(0.011) (0.005) (0.006) (0.014) (0.006) (0.009)
Young*2016 -0.098 *** 0.044*** 0.054*** -0.114%%* 0.046*** 0.067***

(0.013) (0.006) (0.007) (0.017) (0.008) (0.010)
Controls No Yes
N 7 444 4 809

Note: Marginal effects; standard errors in brackets; ***p < 0.001,**p < 0.01, *p < 0.05, p <0.1.

In the models below we do not distinguish crises,
meanwhile, it is believed that the crises of 2008 and
2014 are quite different. The crisis of 2008 is considered
to be a purely economic crisis, and the crisis of 2014 is
more political than economic. Could the difference in
the nature of these crises lead to unexpected results in
the models above? To answer this question, we will
build separate models for the periods of 2006-2012 and
2012-2016 to see the impact of the crises of 2008 and
2014 separately from each other.

Now we check the impact of the crisis of 2008 and
we take two years: 2006, as a pre-crisis year, and 2012,
as a post-crisis year.

Table 6 presents the estimates of the two differen-
ce-in-difference ordered logistic models for the period
2006-2012 with the dependent variable of genera-
lized trust: Model 8.1 without control variables and

Model 8.2, on the contrary, with them. As can be seen
from the table, effect of cross product of variables
Young and Year 2012 is positive and significant in the
first model without controls and negative and insigni
ficant in the second model with controls. And in this si-
tuation it is better to orientate to the results of the second
model, since the first model includes rather small num-
ber of variables and the effect of the variable of interest
to us may be not pure, in contrast to the effect of the
second variable, where this effect is much more pure due
to the addition of control variables. That is why the im-
pact of economic crisis of 2008 on working-age popula-
tion is not significant (but it is still negative, as was ex-
pected).

Now we check the impact of the crisis of 2014 and
we take two years: 2012, as a pre-crisis year, and 2016,
as a post-crisis year.

Table 6
Difference-in-difference ordered logistic models: 2006 - 2012
Model 8.1 Model 8.2
trust =0 trust =1 trust =2 trust =0 trust =1 trust =2

(0.012) (0.006) (0.006) (0.022) (0.010) (0.012)
Year 2012 -0.046 k¥ 0.022 *FkFk 0.024 *FkF -0.002 0.0001 0.002

(0.011) (0.005) (0.006) (0.017) (0.008) (0.009)

(0.013) (0.007) (0.007) (0.021) (0.009) (0.011)
Controls No Yes
N 7 444 4 808

Note: Marginal effects; standard errors in brackets; ***p < 0.001,**p < 0.01, *p < 0.05, p <0.1.
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Table 7 presents the estimates of the two differ-
ence-in-difference ordered logistic models for the period
2012-2016 with the dependent variable of genera-
lized trust: Model 9.1 without control variables and
Model 9.2, on the contrary, with them. As can be seen

from the table, effect of cross product of variables Young
and Year 2016 is positive and significant in both models.
So, we can suppose that economic-political crisis of
2014 has led to working-age population trusting others
more.

Table 7
Difference-in-difference ordered logistic models: 2012 - 2016
Model 9.1 Model 9.2
trust=0 trust =1 trust =2 trust=0 trust =1 trust =2
Young 0.028* -0.013* -0.015* 0.039 -0.017 -0.022
(0.012) (0.005) (0.007) (0.024) (0.009) (0.015)
Year 2016 -0.052%** 0.024 % 0.028*** -0.066™** 0.026*** 0.039***
(0.011) (0.005) (0.006) (0.015) (0.006) (0.009)
Young*2016 -0.070*** 0.0327** 0.038*** -0.098*** 0.039*** 0.058***
(0.013) (0.006) (0.007) (0.019) (0.008) (0.011)
Controls No Yes
N 7 444 4981

Note: Marginal effects; standard errors in brackets; ***p < 0.001,**p <0.01, *p <0.05,p<0.1.

But can we say that this positive change was due to
the crisis of 2014? We can not be completely sure about
this. There were some big events in this period of time
in Russia except for the crisis, which could in fact
influence level of trust. First of all, that is an annexation
of the Crimea in 2014, which, as Kolesnikov (2015)
writes, caused a sense of national pride in Russian so-
ciety. Secondly, that is Sochi Olympics in 2014, which
caused the same effect. Maybe these events “oversha-
dowed” negative consequences of the crisis and affected
Russians in a positive way. Or maybe the political crisis,
in particular the attacks from the West at this time, led
the Russian people to unite. Another possible factor is
political propaganda. Ponarin and Komin (2018) believe
that propaganda of “imperial nationalism” allowed to
rally the nation around its government and to feel hap-
piness in spite of economic hardship. Perhaps, our
empirical result confirms this effect of propaganda. In
general, all the events described above are characterized
by an increase in patriotism/propaganda, which could
positively affect the level of generalized trust in the
Russian society.

6. Conclusion

Although the concept of trust is not new to eco-
nomic theory, nowadays there is the lack of empirical
works, in particular those dedicated to assessment of the
individual level determinants of trust. And, to our
knowledge, there are no such works based on the sur-
veys of the Russian citizens.

Our study shows that the strongest determinants of
generalized trust in modern Russia are political

confidence, which fosters trust, age, higher education,
living in a countryside, which also have a significant
influence on trust. Our finding, which is unique on the
topic, is that at least in Russia self-esteem of an indivi-
dual of his or her income is a significant factor, and ac-
tual level of income is not.

There is also a great lack of studies concerning the
trust level change after the financial crises. There is
some evidence, mostly from the surveys of the US citi-
zens, that institutional trust has dramatically decreased
after the crisis of 2008. But there is still an open question
of what happened to the generalized individual trust
after 2008. There were not such studies in Russia as
well.

We find that crises of different nature have different
impact on generalized trust. The crisis of 2008, which is
said to be purely economic, did not affect trust level,
while the crisis of 2014, which is said to be economic-
political, affected trust in a positive direction. There
were some big events, which caused a sense of national
pride in Russian society in this period of time as well.
So, the effect of patriotism or propaganda “oversha-
dowed” negative consequences of the economic reces-
sion.

A policy conclusion that emerges from this study
is that identifying the barriers to social integration go-
vernment may help increase the level of trust, which will
possibly lead to stronger institutions and economic
growth. The future perspectives of this research can be,
in particular, concerned with use of data from World
Values Surveys (WVS).

Exonomiunmii Bicauk Jlonbacy Ne 4(62), 2020



A. Kustova, I. Rozmainsky

Appendices
Appendix A. Variable descriptions and summary statistics
Table A.8
Variable descriptions and summary statistics
Variable name Description Mean SD N
1 2 3 4 5
Trust = 2, if an individual states that “Most people can be| 0.634 0.739 14 358
trusted”
=1, if an individual trusts or does not trust depending
on the person and situation
= 0, if an individual states that “In dealing with other
people, one must always be careful”
Male =1, if an individual is male 0.378 0.485 14 358
Age Number of full years 49.186 16.035 14 358
Income Full deflated monthly income of an individual (in-| 8 275.286 | 10 997.410 | 14 086
cludes all cash inflows, such as salaries, pensions, bo-
nuses, profits, allowances, material assistance, casual
earnings and other inflows)
Rural =1, if an individual lives in a village or a township 0.396 0.489 14 358
Children Number of children 1.512 0.947 14 358
Place size Population in a settlement in which an individual lives| 1 100 353 | 2 883 531 | 14 358
Income scale “Imagine a ladder of 9 steps, where on the lowest one| 3.949 1.436 14 126
(the 157) there are beggars, and on the highest one (the
9”’) are rich. On which of the nine steps are you today
personally?”
Authority scale “Imagine a ladder of 9 steps, where on the lowest one| 3.762 1.617 14 078
(the 15%) there are completely powerless, and on the
highest one (the 9”’) are those who have the greatest
authority. On which of the nine steps are you today
personally?”
SP since 16 = 1, if an individual lives in the same settlement since| 0.426 0.495 14 281
the age of 16
Unemployed = 1, if an individual is unemployed 0.107 0.309 14 286
Marital status
Single =1, if an individual is single 0.092 0.289 14 347
Married =1, if an individual is married 0.683 0.465 14 347
Divorced =1, if an individual is divorced 0.091 0.288 14 347
Widow =1, if an individual is widow or widower 0.134 0.340 14 347
Education
Education_1 = 1, if an individual has incomplete secondary educa-| 0.191 0.393 14 325
tion
Education 2 =1, if an individual has complete secondary education| 0.314 0.464 14 325
Education 3 =1, if an individual has complete specialized se-| 0.252 0.434 14 325
condary education
Education 4 =1, if an individual has higher education 0.242 0.428 14 325
Federal districts
Central =1, if an individual lives in the Central Federal District| 0.259 0.438 14 358
Northwest =1, if an individual lives in the Northwest Federal Dis-| 0.078 0.267 14 358
trict
South =1, if an individual lives in the South Federal District| 0.105 0.306 14 358
North Caucasus  |= 1, if an individual lives in the Volga Federal District| 0.095 0.293 14 358
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Ending of Table A.8

1 2 3 4 5

Volga =1, if an individual lives in the North Caucasus Fed-| 0.234 0.423 14 358
eral District

Ural = 1, if an individual lives in the Ural Federal District 0.056 0.230 14 358

Siberia =1, if an individual lives in the Siberia Federal District| 0.135 0.342 14 358

Far East = 1, if an individual lives in the Far East Federal Dis-| 0.038 0.190 14 358
trict

Religions

Atheist = 1, if an individual is atheist 0.069 0.254 14 358

Orthodox =1, if an individual professes Orthodoxy 0.821 0.384 14 358

Muslim =1, if an individual professes Islam 0.093 0.289 14 358

Political and law confi-|Set of rank variables

dence 1 = completely agree; 5 = completely disagree:
PC 1 “If a person considers the law to be unfair, he has the| 3.594 1.146 13 786
right to circumvent him”
PC 2 “Judges in Russia are corrupt” 2.643 1.100 12 929
PC 3 “In Russia you can not live without breaking the laws”|  2.878 1.157 13 698
PC 4 “If the highest state or political figures do not comply| 3.265 1.227 13 549

with the laws, then ordinary people may not comply
with laws”

Egalitarian values Set of rank variables
1 = not important at all; 5 = very important:
EV 1 “Presence of equal and fair elections in Russia” 4.334 0.841 14 166
EV 2 “Presence of law and order in Russia” 4.645 0.585 14 241
EV 3 “Presence of freedom of speech in Russia” 4.131 0.898 14 131
EV 4 “Presence of independent media in Russia” 3.915 1.008 13 957
EV'S “Presence of political opposition in Russia” 3.615 1.150 13 025
EV 6 “Presence of fair courts in Russia” 4.594 0.650 14 134
EV 7 “Presence of protection of the rights of national, reli-| 3.864 1.071 13376
gious and other minorities in Russia”
Job satisfaction Set of rank variables
1 = not satisfied at all; 5 = fully satisfied:
JS 1 “How satisfied or dissatisfied are you with your work| 2.045 1.908 14 274
as a whole?”
JS 2 “How satisfied or dissatisfied are you with the condi-| 2.004 1.889 14 263
tions of your work?”
JS 3 “How satisfied or dissatisfied are you with the pay-| 1.585 1.635 14 240
ment of your work?”
JS 4 “How satisfied or dissatisfied are you with the oppor-| 1.749 1.769 13 876

tunities for your professional growth?”

Source: 2016, 2012, 2006 RLMS-HSE.
Note: statistics are based on a full sample.
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Appendix B. Analysis of basic determinants

Table B.9
Model 1.1 Model 1.2
trust=0 trust =1 trust =2 trust =0 trust =1 trust =2
Male -0.029* 0.016* 0.013* -0.023* 0.012* 0.010*
(0.012) (0.007) (0.006) (0.011) (0.006) (0.005)
Age - 0.002*** 0.001*** 0.001*** -0.003 %% 0.001*** 0.001***
(0.0004) (0.0002) (0.0002) (0.0004) (0.0002) (0.0002)
Married 0.017 -0.009 -0.008 0.028 -0.015 -0.013
(0.021) (0.012) (0.009) (0.019) (0.011) (0.009)
Divorced 0.015 -0.008 - 0.007 0.018 -0.010 -0.008
(0.026) (0.014) (0.011) (0.025) (0.013) (0.011)
Widow 0.036 -0.019 -0.017 0.049- -0.027- -0.023-
(0.027) (0.015) (0.012) (0.026) (0.014) (0.012)
Rural -0.107%%* 0.058*** 0.048*** -0.092%%% 0.050*** 0.042%*%
(0.012) (0.006) (0.005) (0.011) (0.006) (0.005)
Children -0.0007 0.0004 0.0003 -0.002 0.0009 0.001
(0.007) (0.004) (0.003) (0.006) (0.003) (0.003)
Education 2 0.001 -0.0007 -0.001 -0.001 - 0.0006 - 0.0005
(0.015) (0.008) (0.007) (0.015) (0.008) (0.007)
Education_3 -0.029- 0.016 0.013- -0.030 0.016 0.014-
(0.016) (0.009) (0.007) (0.016) (0.009) (0.017)
Education_4 -0.078 %% 0.043 %% 0.035%** -0.051%* 0.028** 0.023**
(0.017) (0.009) (0.008) (0.016) (0.009) (0.007)
Unemployed 0.016 -0.009 -0.007 -0.009 0.005 0.005
(0.019) (0.011) (0.009) (0.016) (0.009) (0.007)
Income 0.006 -0.004 -0.002
(0.0006) (0.004) (0.003)
Income scale -0.009* 0.005* 0.004*
(0.004) (0.002) (0.002)
Authority scale -0.0217°** | 0.0117™* 0.009***
(0.004) (0.002) (0.002)
N 13 085 13 863

Note: Marginal effects; standard errors in brackets; ***p < 0.001,"* p < 0.01,* p < 0.05," p < 0.1
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KyctoBa A., Po3maincbkuii I. EMnipuunuii anamiz
y3arajJibHeHOi 10Bipu B cyuyacHiii Pocii

TToHATTS MOBipH BiZirpae BaKJIMBY POJIb B EKOHOMIY-
Hill Teopii, ajie BiICyTHI pOOOTH, TIPUCBSIYCHI SIK JIETEPMi-
HaHTaM y3arajJbHEeHOI JIOBipH B cydacHii Pocii, Tak i cIiB-
BIZTHOILICHHSIM MIX KpH3aMHu 1 1oBipoto. Pocilicbka ekoHo-
MiKa IepeXxuia KiJibka ceplio3HUX pelieciii B OCTaHHI POKH,
HaliBaxxunmu 3 sskux Oymu kpusu 2008 1 2014 pp. Bymo 6
LIIKaBO IEPEBIPUTH, YU 3MIHUBCS PiBEHB JOBIPH MIiCIS IIMX
monifi y Pocii. Ile mocmimkeHHS mepecmimaye ABI METH:
TiepIua — BUSBUTH J€TEPMiHAHTH JIOBIpH B cydacHii Pocii,
Jpyra — MepeBipuTH, HACKITbKA eKoHOMIuHiI Kpm3u 2008-
2009 pp. 1 2014-2015 pp. BIIIMHYIN HA PiBEHb 3araJbHOI
JIOBIpY TIPY JOMYIICHHI, 0 OEpeThCs A0 YBaru TiJIbKH Ha-
CeJICHHS TPaIle31aTHOTrO BiKy. JloCIiKeHHS 3aCHOBaHE Ha
nanux RLMS-HSE. Jlns 1inei 1€l cTaTTi BUKOPUCTOBY-
IOTBCS BIOPSAKOBAHI JIOTICTUYHI MOJIENI 3 BUITAJKOBUMHU
edekTamMH 1 BIOPSIKOBaHI JIOTICTUYHI MOJIEN pi3HULI Pi3-
HUIb. ABTOPY POOJIATH BUCHOBKH TIPO T€, 10 HAWBAXKITHU-
BIlIIMH JETCPMIHAHTAMHU JIOBIpU € MOJITHYHA BIICBHE-
HICTh, BIK, NMPOXHMBAHHSI B CUIBCHKIA MiCIIEBOCTI, BHIIA
ocsita. Kpusza 2008 p. He BIuMHYyna Ha JOBIpY, TOAI SIK
kpu3za 2014 p. Hajana Ha Hel HO3UTUBHOTO BILIUBY Ue€pe3
«e(exT mpomaraHamy.

Kmouoei cnosa: y3arambHeHa JOBipa; (iHaHCOBa
KpH3a; BIIOPSIIKOBAHA JIOTiICTHYHA perpeciiiHa MOJeb, pe-
rpeciiiHa MOJIeNb Pi3HHUIII PI3HHUIG.

Kustova A., Rozmainsky I. Empirical Analysis of
Generalized Trust in Modern Russia

Today the concept of trust plays an important role in
economics, but there is a lack of both works devoted to the
determinants of generalized trust in modern Russia and re-
lationships between the crises and trust. The Russian econ-
omy has suffered several significant recessions in recent
years, the most serious of which were crises of 2008 and
2014. It would be interesting to check whether there was a
trust change after these events in Russia. The current study
has two purposes: the first one is to identify determinants
of trust in modern Russia, the second one is to check
whether the economic crises of 2008-2009 and 2014-2015
affected the level of generalized trust with the assumption
that only population of working age was affected. The
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study is based on the RLMS-HSE survey. For the purposes
of this paper the random-effects ordered logistic models
and difference-in-difference ordered logistic models are
used. We conclude that the most important determinants
of trust are political confidence, age, living in a country-
side, higher education; the 2008 crisis did not make influ-
ence on trust, where as the 2014 crisis affected on the trust
in a positive direction due to the “propaganda effect”.

Keywords: generalized trust, financial crisis, ordered
logistic regression model, difference-in-difference regres-
sion model.

KyctoBa A., Po3maunckuii W. IMnupudeckuii
aHaJIu3 00001IEHHOTO T0BepHs B coBpeMeHHOH Poccun

CeromHs MOHSTHE IOBEPHS WIPACT BKHYIO POJIH B
SKOHOMHYECKON TEOPHH, HO OTCYTCTBYIOT PaOOTHI, ITOCBSI-
IIEHHBIE KaK JeTepMUHAHTaM 0000IIEHHOTO TOBEPHUS B CO-
BpeMeHHOU Poccun, Tak U COOTHOIIEHUSIM MEXKAY KpU3U-
camu U foBepueM. Poccuiickas 5KOHOMHKA Nepekuia He-
CKOJIBKO CEpBE3HBIX peliecCuil B MOCIEeIHHUE FOJbl, CAMBIMU
TSOKENBIMU U3 KOTOpBIX Obumn Kpu3uchl 2008 u 2014 1T.

22

Beuto OBI MHTEPECHO MPOBEPUTH, U3MEHUICS JTU YPOBCHb
JoBepus mmocie 3Tux coObituii B Poccun. Hactosmiee wc-
ClIeJOBaHHUE TIPECIeAyeT ABE IeNN: TIepBasi — BEIIBUTH Jie-
TEepMHUHAHTHI JIOBEpUsI B coBpeMeHHOM Poccun, BTOpas —
TIPOBEPHUTH, HACKOJIBKO dKOHOMHUYECKHe Kpuauchl 2008-
2009 rr. m 2014-2015 rT. TOBIUSIIN HA YPOBEHb OOIIETO
JIOBEPHSI P JOITYIIEHUH, YTO IPUHIMAETCS BO BHUIMaHUE
TOJIBKO HaceJeHue TpyaocrnocodHoro Bo3pacra. Mecneno-
BaHHe OCHOBaHO Ha JaHHBIX RLMS-HSE. Jlinsa neneit nau-
HOW CTaTBbU HCHONB3YIOTCS YMOPSAOYCHHBIC JOTHCTHYC-
CKHE MOJICTTU CO CITyYalHBIMU 3P HEKTaMU U YIOPSIOYUCH-
HBIC JIOTUCTHYCCKHE MOJCIIM PA3HOCTH Pa3HOCTCH. AB-
TOPHI JICTAIOT BEIBOJIBI O TOM, YTO BOKHCHITUMHU JCTCPMU-
HAHTaMH JIOBEPUS ABJSIFOTCS MOJUTUYCCKAS YBEPECHHOCTD,
BO3DPACT, IPOKUBAHKE B CEITLCKOW MECTHOCTH, BEICIIIEE 00-
pasoBanue; Kpuzuc 2008 r. He MOBIHSUT Ha JOBEPHUE, TOTIA
kak kpm3uc 2014 T. oka3ax Ha HETrO TMOJIOKUTEILHOE BO3-
nercTBus u3-3a «dddexTa mpomaraHab».

Knrouesvie cnosa: o600meHHOe n0BEepHUe; GUHAHCO-
BBII KPHU3HC; YIOPSTOUYEHHAS JIOTUCTHYECKAs PETPECCHOH-
Hasi MOJICJb, PETPECCHOHHAS MOJICITb Pa3HOCTH Pa3HOCTEH.
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