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Abstract

We examine public trust in the European Central Bank (ECB) and its determinants
using data from the Bundesbank Household Panel survey for Germany. Employing
an interdisciplinary approach that integrates insights from political science and psy-
chology, we offer a fresh perspective on the factors influencing central bank trust that
is more holistic than the conventional one. Our primary findings can be summarized
as follows. Households who state that competence, which we define as the ECB’s
performance in maintaining stable prices and making decisions grounded in rules,
science, and data, matters for their trust in the ECB, tend to express higher trust in
the ECB. Conversely, those who place greater importance on values, particularly the
integrity of top central bankers, honest communication and broader concern, tend to
trust the ECB less. Trust in the ECB also hinges on trust in political institutions
more generally and, to a lesser extent, on generalized trust (i.e. trust in others).
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Augustin Carstensen (BIS): “The soul of money is trust”.!

Christine Lagarde (IMF at the time, later ECB): “The ECB needs to be understood by the
markets that transmit its policy, but it also needs to be understood by the people whom it
ultimately serves. People need to know that it is their central bank, and it is making policy
with their interests at heart. One of the priorities of my Presidency, if confirmed, will be to

reinforce that bridge with the public.”?

1 Introduction

The importance of trust for maintaining stable money is widely acknowledged among economists
and central bankers. Trust in stable money, in turn, depends on trust in central banks. Em-
pirical research (e.g. Christelis et al. 2020, Mellina and Schmidt 2018) demonstrates the
significance of public trust in central banks for anchoring inflation expectations.® Moreover,
public trust fosters acceptance of central bank independence, shielding central banks from
political interference. Consequently, nurturing public trust in central banks is pivotal for

ensuring the effectiveness of monetary policy and safeguarding economic stability.

Figure 1 depicts the trajectory of trust in the European Central Bank (ECB) since its in-
ception, revealing initially high levels of trust, with up to over 60% of euro-area citizens
expressing trust in both the ECB and the euro.* However, with the onset of the Global
Financial Crisis, trust in the ECB began to decline, plummeting to 30% in the mid-2010s.
Currently, only around half of the survey participants report that they trust the ECB. This
is in contrast to trust in the euro, which remained relatively stable or even increased slightly
over time. Trust in the ECB follows, instead, a similar trajectory and magnitude to that of
trust in other political institutions. While our paper focuses on the ECB, we also present

measures for the United States, which are available over a longer time span. The right panel

1See Carstensen [2022], General Manager of the Bank for International Settlements, speech at the con-
ference on “Data, Digitalization, the New Finance and Central Bank Digital Currencies: The Future of
Banking and Money” at Goethe University in Frankfurt / M.

2See Lagarde [2019], Opening Statement by Christine Lagarde at hearing before the Economic and Mon-
etary Affairs Committee of the European Parliament.

3Furthermore, Bursian and Faia [2018] show in a monetary model, where trust emerges as an equilibrium
in a game of strategic interaction between betrayal-averse agents and the monetary authority, that a loss in
trust in central banks worsens the sacrifice ratio and, in this way, also alters the effectiveness of monetary
policy.

4We show separate data for the euro area without Germany and for Germany for better comparison with
our results later, which are based on responses by survey participants from Germany. In Appendix A.1, we
present individual euro-area country results.



of Figure 1 illustrates a prolonged downward trend in trust in the US government since the
1960s. Trust in the Federal Reserve Chair exceeds trust in the government but dipped below
its own values in the early-2000s. The graph further shows that trust in central banks is
volatile during crises (as also noted by Roth et al. 2014, Ehrmann et al. 2013, Waelti 2012),

limiting central banks’ ability to act in times when it is most needed (Brezzi et al. 2021).

In recent decades, central banks have aimed to bolster trust in them by prioritizing their
core objective of price stability. This has been achieved through decisions based on rules,
data, and scientific analyses as well as transparent communication on economic conditions
and central banks’ actions. Widely perceived as technocratic institutions, central banks
are deemed more reliable than political counterparts due to their reduced dependence on
value judgement and discretion of imperfect human beings. As underscored by Issing [2000],
“[c]entral bankers are no super-humans”. Independence ensures sufficient flexibility to com-
plement rules with discretion when necessary, thereby maintaining stability in varying cir-
cumstances. Weak and volatile trust in central banks, coupled with a high correlation with
trust in other political institutions, presents a significant challenge to the current approach.
The operational landscape of central banks has undergone significant change due to various
crises (financial, climate-related, geopolitical), leading to increased complexity (Ccoeuré 2018)
and central banks exercising greater discretion, diverging from their preferred rule-based ap-
proaches. Why is there a disconnect between central banks and the public? And can factors
beyond technocratic policy making and the focus on price stability help to understand and

address this issue?

In this paper, we adopt a broad, interdisciplinary approach, integrating insights from political
science and psychology, to understand the drivers of public trust in the ECB. The literature
we build on distinguishes between the perceived trustworthiness of political institutions based
on two key dimensions: “competence” and “values” [Murtin et al., 2018]. Competence refers
to the government’s ability to provide citizens with the necessary services at expected levels,
while values encompass the guiding principles informing and shaping government actions
[OECD, 2017]. The literature also underscores the significance of interpersonal, generalized
trust (i.e., trust in others), recognizing that the capacity of individuals to trust in general
may influence their trust in political institutions. Our primary contribution is to examine the
significance of factors beyond (technical) competence that are more holistic. Those comprise
values, and the ones we consider, which, to the best of our knowledge, have not been studied
in the central bank context before, include the integrity of leading central bankers, honesty

in the ECB’s communication (even when things are not going well or according to plan),



and action based on broader concern for the well-being of the general public. Moreover, we
account for consideration of the broader picture including complex relations and matters
beyond economic ones. The other holistic factor we examine is interpersonal trust. Figure 1
shows that the levels of interpersonal trust generally fall within the range of trust in political
institutions. Given the high correlation depicted in Figure 1, we also examine how trust in
the ECB is related to trust in political institutions more broadly. As the holistic factors
are difficult to measure, we utilize data from the Bundesbank Household Panel (BOP-HH)
survey, encompassing over 4,000 households in Germany, into which we have included non-

standard questions regarding trust in the ECB and potential determinants.

Our main findings are as follows. Households who state that competence matters for their
trust in the ECB tend to express higher levels of trust in the ECB than those who express
that competence matters less. Our baseline estimation results suggest that a one standard
deviation increase in the importance households attribute to the ECB’s ability to main-
tain stable prices and to its technocratic policy approach, strengthens self-reported trust in
the ECB by 0.4 and 0.3 units (which are categories on a scale from 0 to 10 that survey
participants could select), respectively. Conversely, those who place greater importance on
values, particularly the integrity of top central bankers, honest communication and action
on broader concern, tend to have lower levels of trust in the ECB. A one standard deviation
increase in the importance households attribute to the ECB’s adherence to values weakens
trust in the ECB by 0.07 to 0.18 units.

Trust in the ECB is further found to hinge on trust in political institutions more gener-
ally. A one standard deviation increase in trust in political institutions boosts self-reported
trust in the ECB by 1.2 units, which is remarkable. The corresponding effect of a similar
increase in generalized trust (i.e. trust in others) is much smaller, at 0.14 units, but it nearly
quadruples once we drop trust in political institutions more generally from the model, which
mediated between generalized trust and trust in the ECB. A final result is that trust in the
ECB is instrumental for the institution to anchor inflation expectations, with values playing

a smaller role. Nonetheless, this does not imply that values are irrelevant, as we discuss.

Our paper has important policy implications for central banks. One is to emphasize shared
values with the public, not instead, but in addition to price stability and technocratic pol-
icymaking. Emphasizing values may have greater leverage than perfecting (technical) com-
petence. This is because individuals who appreciate competence already have high trust in

the ECB, and the ECB (along with other central banks) is already maximizing its efforts



to enhance decision-making through data, science, and rules in order to keep prices stable.
In contrast, those for whom values matter have lower trust in the ECB. At the same time,
the emphasis placed on values by the ECB is currently limited. It is certainly harder for the
ECB to alter individuals’ preference for values relative to competence (which central banks
nevertheless try to do, for instance, by educating the public to enhance financial literacy),

compared to placing greater emphasis on values.

Another policy implication is that trust in central banks cannot be viewed in isolation. Cen-
tral banks operate within a broader societal context, and their trust may be influenced by a
general decline of trust in society. Central banks may want to pay attention to the factors
underlying the political crisis, which extends beyond central banks, as well as those under-
lying low generalized trust. Central banks are not immune to recent trends of polarization,
populism, and social unrest - be it because individuals often fail to distinguish between
different political institutions, lumping them together in their assessments; or because indi-
viduals recognize the interconnectedness between different policy areas. As key players in the
political arena, central banks can engage in a broader societal discourse on the roots of the
political (trust) crisis and low interpersonal trust. Furthermore, by authentically connecting
with individuals, central banks can facilitate new positive experiences, thereby helping to

restore generalized trust.

The remainder of the paper is organized as follows. Section 2 provides an overview of various
definitions of trust and examines the literature on the determinants of trust in central banks
and political institutions more generally. Section 3 presents the data utilized in our analysis.
Our core findings are outlined in Section 4. In Section 5, additional analyses are conducted to
gain deeper insights into the underlying drivers of the perceived trustworthiness of the ECB
among the public and implications for the credibility of monetary policy (measured through

long-term inflation expectations). Section 6 offers conclusions and policy implications.



Figure 1: Trust in central banks and in other political institutions and interpersonal trust

Trust by DE Trust by EU Trust by US

0.75 1 0.75

0.5 /\
\ B
025 ECB
Euro Euro
EU EU = Federal Reserve
EU Parliament EU Parliament Government
Nat. Government Nat. Government = = = Interpersonal-GSS
Interpersonal Interpersonal Interpersonal-IVS
N2 > & & O O X O O O 4 N2 X & K O 9 X 0 B O g N Q N N N Q Q
O O P & & A A QXX Y L P & & P QTR X9 Y © 3\ O > N N O
S S S S S S S S S S S S S S S SS SS S . T

Notes: Trust by survey participants from Germany (by DE), the euro area without Germany (by EU) and the US. Trust in euro-area institutions are taken from
Eurobarometer. Survey participants are asked: “Do you tend to trust or tend not to trust the European Central Bank / the national government / the EU / the EU
parliament?” (or very similarly). We report shares of ” Tend to trust” (over sum of “Tend to trust”, “Tend not to trust” and “Don’t know”). Survey participants are asked:
“Please tell for each statement, whether you are for it or against it. A European economic and monetary union with one single currency, the euro”. We show the shares
of “For” (over the sum of “For”, “Against”, “Refusal”). The measure of trust in the US government is based on Pew Research data. The share of those who say they
trust the government to do what is right “just about always” and “most of the time” (over the sum of “just about always”, “most of the time”, “only some of the time”,
“never”, and “no opinion”). Trust in the Federal Reserve is taken from Gallup. We present the share of respondents who report a “great deal” or “fair amount” of trust
in the Chair of the Federal Reserve. Interpersonal trust data are taken from the Integrated Values Surveys (IVS), which is the joint EVS (European Values Study) - WVS
(World Values Survey) time series data. The question asked is: “Generally speaking, would you say that most people can be trusted or that you can’t be too careful in
dealing with people?”. We report the share of respondents who state “Most people can be trusted” (over sum of “Most people can be trusted”, “Can’t be too careful”
and “Don’t know”). U.S. interpersonal trust data is sourced from the General Social Survey (GSS). The question is the same as for the EVS-WVS. We report the share
of “Can Trust” (over sum of “Can Trust®, “Can’t be too careful”, “Do not know / cannot choose”, “Depends”). The euro area comprises France (FR), Italy (IT), Spain
(ES), the Netherlands (NL), Finland (FI), Portugal (PT), Austria (AT). Country data are available for different time periods. For each country the measures were linearly
interpolated and then, to form the aggregate, pooled together using GDP (2019) weights.



2 Institutional trust, interpersonal trust and trust in
central banks - definitions, related literature, contri-

butions

2.1 Why trust matters

Trust holds significant importance in various human relationships, encompassing economic

> Empirical research

interactions and relations between citizens and public institutions.
demonstrates that trust exerts influence across numerous domains, including economic growth,
inflation, health behaviors and outcomes, and subjective well-being (see Fehr 2009, OECD
2017, Brezzi et al. 2021, and references therein). Trust in institutions is essential to uphold
their legitimacy and facilitate effective policymaking. The critical role of trust for price sta-
bility and beyond was articulated by former chief economist of the European Central Bank
(ECB), Issing [2000]: “Trust is crucial for money to function as a medium of exchange, as
a store of value and as a stable unit of account. [...] money is a social achievement [...] a
question of trust, its use requires trust and it reflects trust.” He also stresses that stable
prices are the “basis for trust in the interaction among economic agents, trust in property
rights, trust in society and trust in the future more generally.” Executive Board member
Schnabel [2020] further underscored the relevance of public trust in the ECB and the euro
for monetary policy effectiveness and the ECB’s independence. Finally, Kril et al. [2016]

stated: “trust has replaced the gold standard as the anchor of the world’s monetary system.”

2.2 Trust in political institutions - competence, values, and inter-

personal trust

Trust is defined differently across various disciplines. Here, we follow the OECD (e.g. Brezzi
et al. 2021, Murtin et al. 2018, OECD 2017), which draws from the political science litera-
ture. It defines citizens’ trust in political institutions or governments as “a person’s belief
that another person or institution will act consistently with their expectations of positive

behavior”. This definition encompasses the behavioral definition of trust as well as invisible

SFehr [2009] stated: “Trust [...] permeates friendship relations, family relations, and economic relations.
[...] asocial scientist has good reason to be interested in “trust” as a concept. Trust also seems particularly
important in economic exchanges because it seems obvious that the absence of trust among the trading
partners severely hampers market transactions.” Alesina and La Ferrara [2002] explained how trust is an
important component of “social capital”.



(cognitive and other) aspects underlying individuals’ behaviour.®

Two pertinent concepts concerning trust in political institutions are institutional trust (i.e.,
trust in institutions) and interpersonal trust (i.e., trust in other people or generalized trust).”
Our survey design enables us to assess the roles of institutional trust and interpersonal trust.
The OECD distinguishes five facets of institutional trust, which encompass responsiveness
and reliability (indicative of an institution’s competence), as well as openness, fairness, and
integrity (reflective of an institution’s values). Values are sometimes synonymous with will-
ingness, motivations, or intentions, as noted by Kril et al. [2016], citing Castelfranchi and
Falcone [2010], and Brezzi et al. [2021]. And values are not necessarily linked to outcomes.
Empirical findings indicate that government competence, including public service satisfac-
tion, accounts for 21% of the cross-sectional variation in self-reported trust in government,
while government values contribute nearly 10% (Murtin et al. 2018).% Integrity, particularly
low corruption, emerges as the most crucial factor for trust in values. However, recent survey
results for OECD countries reveal that only 30% of the population believes an elected or
appointed official would likely decline a well-paid private sector job in exchange for a political
favor (OECD 2022).

Interpersonal trust in this context is relevant because individuals who cannot trust others
might also struggle to trust institutions. Moreover, institutions consist of human beings
(those who are working in and representing the institution), who interact with and influ-
ence the lives of human beings outside of the institution. Trust in institutions and trust
in the people working within them are intertwined, despite defined roles and constraints
that delineate institutional boundaries and may lead to attitudes toward institutions diverg-
ing from those toward the individuals within them (Campos-Castillo et al. 2016, p. 101).
Interpersonal trust is assumed to hinge on expectations of the individuals’ or institutions’
trustworthiness, as well as on preferences (e.g. risk aversion or social preferences), which, as

economists have recently emphasized, depend on individuals’ experiences.’

6The behavioural definition has been proposed by Coleman [1990], as cited by Fehr [2009]: “An indi-
vidual [...] trusts if she voluntarily places resources at the disposal of another party [...] without any legal
commitment from the latter. In addition, the act of trust is associated with an expectation that the act will
pay off in terms of the investor’s goals.” Furthermore, the definition “captures the essence of trust, which
consists of the investor’s willingness to make herself vulnerable to others’ actions” (Fehr 2009).

"Generalized trust refers to trust in unknown individuals, as opposed to “limited trust”, which refers to
trust in family, friends, etc.

8Perceptions about society and individual characteristics explain an additional 10%. Another significant
portion is left unexplained.

9Alesina and La Ferrara [2002] emphasize the impact of traumatic experiences (such as divorce, diseases,
accidents, financial misfortune) on interpersonal trust. Other scholars have highlighted the significance of



A behavioural approach to trust is adopted by Kril et al. [2016], drawing from Castel-
franchi and Falcone [2010]. The authors distinguish between reason-based and implicit trust.
Reason-based trust stems from rational argumentative decisions, where the trustor assesses
the trustee’s competence and willingness regarding the successful achievement of a specific
goal. In contrast, implicit trust is an automatic, unintentional, and unconscious (affective)
reaction to stimuli. This approach aligns with the understanding of the mind as compris-
ing an impulsive (automatic) part (associated with the emotional brain and ”fast thinking”)
and a rational part (associated with the rational brain and ”slow thinking”) (e.g., Kahneman
2011).

These approaches mostly align with the standard neoclassical economic framework, where
people are viewed as rational utility-maximizing agents with fixed preferences, perhaps sub-
ject to information imperfections or cognitive biases. An exception comprises (deeper) values,
which classical and other early economists still had incorporated into their works but eventu-
ally faded from economics - something we will discuss in more depth later. In Appendix A.2,
we delve into an additional layer to trust that, to our knowledge, is novel within economics,
and that forms the foundation for values, relying on humanistic psychology and systems the-
ory, where trust emerges naturally from genuine connections, where it is related to integrity

etc.

2.3 Public trust in central banks

Central bank practice In central banks, emphasis is placed on (technical) competence,
particularly regarding a strong track record in achieving their primary objective of price sta-
bility. Decisions are rooted in rules, technical analyses, data, and scientific evidence. Some
consideration is also given to values. Independence is upheld to safeguard the integrity of
central banks and their leaders. Transparency has notably improved in recent decades, fol-
lowing a period of limited and cryptic communication by central bankers (Ehrmann et al.,
Bernanke 2015, Jansen et al. 2008). Efforts are made to provide information to financial
markets and the public regarding the present and future state of the economy, along with
explanations of actions and outcomes through speeches and regular publications. Recently,
central banks have shifted their approach to not only presenting facts but also enhancing

relatability with the broader public. An innovative approach currently being explored is

personal experiences, memory, and neuroplasticity in shaping expectations and economic outcomes (see, e.g.,
Malmendier 2021, Malmendier and Wachter 2023, and Malmendier and Sheng 2023, as well as Malmendier
and Nagel 2016 and Salle et al. 2024 for inflation applications directly relevant for central banks).



the “Listening” events, pioneered by the Federal Reserve and subsequently adopted by the
ECB and other central banks. These events facilitate face-to-face gatherings between central
bankers and citizens. Research indicates that trust tends to rise when individuals feel lis-
tened to and engaged in the policymaking process (Brezzi et al. 2021).1° Generalized trust is
emphasized implicitly through the in-person events, albeit often in a transactional manner.
Central banks’ engagement with the public can be interpreted as a means to influence in-
flation expectations or other economic outcomes, rather than fostering genuine connections
where trust naturally emerges, see Appendix A.2.'' Overall, it seems that there may be
scope for enhancement of trustworthiness concerning values and of generalized (interper-

sonal) trust.

The strong focus on technocratic policymaking has two main rationales, which are, how-
ever, not immutable, as we will discuss in the subsequent paragraphs. One rationale often
provided by economists and central bankers for technocratic policymaking is that, unlike
politicians who lead other policy institutions, central bankers are not elected through demo-
cratic processes and often do not have direct mandates.'> Consequently, it is argued that
they should refrain from direct engagement with the general public. Through technocratic
policymaking central banks would also be able to set themselves apart from other policy

institutions in terms of trust and credibility (e.g., Hansen 2022).

On the other hand, central banks also require public legitimacy as they operate in the public
sphere and directly affect people’s lives. By managing inflation, they influence household

spending decisions, acknowledging that inflation’s impact goes beyond mere numbers to

10And even though the direct impacts of those direct encounters may seem limited because only few
people can partake, the indirect effects can be substantial. This is because central bankers engage with a
diverse array of organizations many individuals may be able to identify with. The Chair of the Federal
Reserve, for instance, meets with employee groups, union members, small business owners, residents of low-
and moderate-income communities, workforce development organizations, community colleges, retirees, and
others. Similarly, representatives from the ECB (and national central banks within the euro area) convene
with regional consumer organizations and social partners. Furthermore, videos of these events are typically
available on central banks’ webpages, making them accessible to a broader audience. In addition, the ECB
has invited euro-area citizens to submit ideas and comments.

HFor example, Carstens [2023] stated: “trust is not an end in itself. Trust in monetary and fiscal poli-
cies, and financial regulation and supervision is a necessary but not sufficient condition for meeting higher
objectives for society’s well-being, including higher incomes, more and better paid jobs, and an adequate
provision of social services to the public.” While we agree that trust alone isn’t sufficient to ensure people’s
well-being, from both a systems perspective and a deep psychological standpoint, trust cannot emerge when
it’s merely a tool to achieve another end, like an economic outcome.

12This is the case for the ECB. Some central banks like the Bank of Canada, however, are in close and
active engagement and consultation with the general public as they go through periodic mandate renewals
[MPF, 2021].



significantly affect overall well-being. Conversely, public expectations and decisions play a
crucial role in shaping monetary policy. Hence, central banks are connected with citizens,
and the question is rather whether to make this connection more explicit. Moreover, al-
though technocrats are often viewed as skilled and effective, a disconnect between citizens
and decision-making processes, especially when people feel sidelined by unelected experts
(“central bankers in their ivory towers”), can lead to skepticism, resentment, and a loss of
trust. Figures 1 and 4 further indicate that trust in central banks does not consistently
surpass trust in other political institutions across all countries, questioning whether the cur-

rent state of affairs in central banks is sufficient to distinguish them from other policymakers.

The second rationale for the current technocratic practices, which receives less attention, is
that current central banking is rooted in economic science. The latter reflects our modern
(Newtonian) worldview, which is based on materialism and mechanization - a perspective
likened to “flatland” (i.e. no inner depth and, hence, no values) by philosopher Wilber
[2016/2001, p. 94], or “flat values” as noted by Carney [2020], where values are reduced to
external, often quantitative objectives. Contemporaneous economists (and central bankers)
tend to focus less on relationships or think in terms of systems, opting instead to dissect
wholes and analyze their constituent parts, often isolating the economy from broader con-

texts. This also explains today’s understanding of trust in central banks.

However, this is not the end of the story. Wilber, within his broad Integral framework,
which interconnects and contemplates the evolution of inner, outer, individual, and social
perspectives, foresees progression of humanity towards more integrated and holistic mindsets,
capable of embracing ethical values, compassion and connectedness, as well as broader aware-
ness.'® Economists have, in fact, recently advocated for reintegrating values into economic
frameworks (Mazzucato 2018, Carney 2021, Bowles and Carlin 2020, and Sandel 2012).

Empirical literature and contributions Recent empirical research has focused on how
central banks can better relate to the general public. Studies suggest that this can be
achieved through simpler communication (Kryvtsov and Petersen 2021; Gorodnichenko et al.
2022; Haldane and McMahon 2018; Gloeckler and Mee 2022) or, conversely, by communi-
cating less (Hwang et al. 2023). We also investigate into the role of transparency for public

trust in the ECB, but consider, besides transparency about the state of the economy and

13For further reading, see references such as Wilber [2016/2001], Wilber [2001], Smith [2017], Cook-Greuter
[2014], as well as Laloux [2017] for organizational applications, and Scharmer and Kaufer [2013], Dawlabani
[2013], Arnsperger [2012], O'Brien [2021], and Eickmeier [2024] for applications in economics and social
sciences.
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central bank’s actions, honesty in the central bank’s communication.

Our paper is also related to Angino and Secola [2022] who explored the role of instinctive
(implicit) versus reflective trust in the ECB, finding that instinctive trust tends to surpass
reflective trust, particularly among women with limited ECB knowledge. We also investi-
gate to what extent a (good or bad) “general impression” of the ECB, reflective of implicit
trust (and referred to as “halo effect” in the literature) matters for overall trust in the ECB,

compared to other factors.

Another relevant paper is that by Bholat et al. [2019], who find, via survey analysis, that
using more relatable language and content, such as everyday instead of technical language
and employing first- and second-person pronouns (“us”/“you”) rather than third-person
abstractions (“the Bank of England”), coupled with linking macroeconomic concepts to peo-
ple’s real-life experiences, enhances comprehension of policy messages and trust in the Bank
of England. These results are confirmed by experimental evidence by Mochhoury [2023].
Meanwhile, Kril et al. [2016] examine, in addition to professionalism and transparency, fac-
tors such as social awareness'? of the bank, whether the bank is innovative, original and
has initiative, and influences people’s lives. They find that all these factors significantly
influenced trust in the Bank of Israel, with professionalism and transparency particularly
affecting trust in the bank’s predictions. We also investigate into broader awareness and
concern, beyond economic matters, as well as transparency. Our paper is further related to
a companion paper (Eickmeier and Petersen 2024), which shows that self-reported trust in
the ECB has strengthened among the vast majority (69%) of households in Germany due to

the ECB’s new climate engagement or, in other words, the ECB’s broader scope.

As a final note, while central bankers often emphasize that independence preserves integrity,
and integrity has been found to impact trust in political institutions, there are, to our
knowledge, no formal studies examining whether integrity affects perceived trustworthiness
in central banks. We will directly inquire into survey participants’ views on the integrity of

leading central bankers.

In summary, our research not only explores the well-known factors that shape public trust
in central banks, including socio-demographic influences, trust in political institutions, and

how the public views the banks’ technical ability in handling issues related to monetary

14The statement survey participants are confronted with is: “Social justice considerations are important
to the Bank of Israel along with financial and economic considerations.”
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policy and the economy. We also look into broader, more holistic factors like integrity and
honesty, and how the central bank’s concerns and scope reach beyond just economic matters
and its primary objective. This approach widens our lens beyond the usual frameworks of
trust, bringing new depth to our understanding of the drivers of public trust in the ECB.
Appendix A.3 graphically illustrates our understanding of the drivers of trust in the ECB.

3 Data

The survey was performed within the Bundesbank Online Panel of Households (BOP-HH).
It is conducted online monthly on a representative set of German households. The survey
consists of a core set of questions related to expectations about household and macroeco-
nomic outcome, as well as a set of special questions. A total of 4,151 households participated
in the survey. In Wave 42 of the BOP-HH, we introduced a series of special questions to

gauge trust in the ECB and its determinants, as perceived by households.!®

Trust in the ECB.!” “On a scale from 0 to 10, how much trust do you have in the European
Central Bank (ECB)?” where 0 refers to ”No trust at all” and 10 refers to ” Absolute trust”.

Trustworthiness of the ECB. “On a scale from 0 to 10, to what extent do the following
aspects play a role in your trust in the ECB?” where 0 refers to “Does not play a role at all”

and 10 refers to “Plays a major role”.

(a) It has largely achieved its main objective of price stability in the past. Achieved price
stability in past

(b) It makes its decisions on the basis of previously defined rules, technical analyses, scientific
evidence, and facts. Technocratic

(c) It provides the general public, through speeches and written statements, with sufficient
information regarding its actions and the state of the economy. Provides sufficient infor-
mation

(d) The ECB’s President and senior management have a moral compass, i.e., they are people

15See https://www.bundesbank.de/en/bundesbank/research/rdsc/research-data/bop-hh-757542 for a de-
scription of the survey.

16Questions in the surveys were not asked in randomized order, but items within each of the questions
were.

"The bolded abbreviations here and henceforth were not included in the survey questions. We list them
here for easy reference in later data analysis.
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with integrity. Integrity

(e) It is honest in its communication (things are communicated even if they are not going
well or according to plan). Honest communication

(f) It sees and takes into account the overall picture (e.g., complex relations, even extending
beyond economic matters). Accounts for overall picture

(g) It acts out of concern for the well-being of the general public (extending beyond economic

concerns). Acts on broader concern'®

Statements (a) and (b) would be related to the ECB’s trustworthiness in terms of compe-
tence (in the OECD’s sense), as perceived by households. (a) captures performance (the
outcome), and (b) captures reliability and responsiveness. Variables (c¢)-(g) would be related
to values. (c) and (e) would capture transparency (openness), (d) integrity, which (e) would
capture as well. (f) and (g) would be related to broader awareness and concern (which
accounts for a sense of care and compassion) . While (a) and (b) represent technical compe-
tence, the remaining statements reflect the competency of the mind. With a more mature
mindset, possibly due to fewer negative past experiences or more extensive training of the
mind, individuals, including central bankers, can exhibit integrity, honesty, compassion, and

awareness of the bigger picture.

People’s ability to trust / generalized trust. “On a scale from 0 to 10, to what extent
do the following statements describes you?”, where 0 refers to “Not at all” and 10 refers to
“Fully”.

(h) I find it easy to trust others. Find it easy to trust others

(i) In general, I trust political institutions. Trust in political institutions

Variable (h) serves as our primary measure of what the literature commonly refers to as
“generalized trust” (Murtin et al. 2018). The formulation closely resembles the question
posed to survey participants in the World Values Survey (WVS), known as the Rosenberg
question (“Would you say that most people can be trusted or that you can’t be too careful
in dealing with people?”), as well as in the OECD’s Trustlab (“In general, how much do you

trust most people?”). Both the OECD survey and ours employ the same quantitative scale

18Tn another study (Eickmeier and Petersen 2024), utilizing the same June 2023 survey, we provided
participants with information regarding the ECB’s climate policies and inquired into the impact of this
information on respondents’ trust in the ECB, after we assessed their perceptions of the ECB’s overall
trustworthiness, also in terms of broader scope and concern (f) and (g). Therefore, responses to this question
remain unaffected by participants’ knowledge about the ECB’s climate initiatives and reflections about their
impact on trust.
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ranging from 0 to 10, ensuring quantitative comparability of responses. In Appendix A.5, we
will delve into additional measures of generalized trust, supplementing our primary measure
“Find it easy to trust others” to provide further insight into households’ viewpoints. Trust in
political institutions captures both trustworthiness of institutions and an individual’s ability

to trust them.

We note that our aim is to take a holistic approach and explore factors beyond technical
considerations. Broad questions regarding trust in other people or political institutions, of
course, allow for more interpretation compared to inquiries about quantitative outcomes
such as inflation expectations. This is because individuals’ mindsets and perspectives vary,
and this variation is more significant for questions addressing deeper inner dimensions. Our
approach allows us to unpack the drivers of central bank trust, into technical and more
holistic ones. Therefore, we prefer not to restrict ourselves to narrow measures of trust (or

credibility). However, we will also investigate the drivers of credibility in Section 5.3.

The Bundesbank’s survey also collects data on respondents’ gender, age, education, income,
expectations of the economic situation, and the location of households in Germany (East or
West) in 1989, just before German unification, which we will investigate. Table 1 presents
the distribution of our data across socio-demographic groups. Notably, there are more ob-
servations for males than females and a higher representation of households located in West
Germany in 1989 compared to those in the East. Additionally, there are relatively fewer
young participants and individuals without educational degrees or still in training. We later

explore the representativeness of the German population in more detail.?

4 Findings

4.1 Descriptive statistics

Trust in the ECB, trust in political institutions more generally, and general-
ized trust We commence with an overview of the baseline level of trust in the ECB, as
self-reported by households. Figure 2 depicts its distribution. Table 2 shows selected mo-
ments of trust in the ECB, trust in political institutions more generally, and generalized

(interpersonal) trust.?’ The mean (median) trust in the ECB stands at 5.18 (5), indicating

19For information regarding the survey’s representativeness within the German population, see BOP-HH
[2024].
20We drop “Don’t know” answers throughout the paper.
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Table 1: Observations across groups, in % of all observations

Female 37.1
Male 62.9
Age (16-24 years) 2.3
Age (25-60 years) 53.1
Age (> 60 years) 44.6
Income (< 2,500 Euros) 11.6
Income (2,500-6,000 Euros) 62.0
Income (> 6,000 Euros) 26.4
Education (no degree or in training) 2.5
Education (less or equal techn. or comm. college) 51.8
Education (bachelor degree) 154
Education (graduate degree) 30.3
East (in 1989) 18.0
West (in 1989) 82.0
Notes: Education (less or equal techn. or comm. college) refers to apprenticeship, vocational school, technical or commercial

college.

moderate trust overall. Notably, there exists considerable heterogeneity across households.
The distribution exhibits a hump-shaped pattern and is skewed to the right, with only 2%
of respondents expressing complete trust in the ECB (score of 10), while over 66% of house-
holds report intermediate to high trust levels (scores ranging from 5 to 10). Conversely, 8%

of respondents express “no trust at all” in the ECB.

The mean (median) of trust in political institutions is at 4.09 (4) and, hence, is smaller
than that for trust in the ECB. Trust in political institutions has a slightly higher standard
deviation than trust in the ECB. This could reflect the fact that the question is less specific
in terms of type of policy institution and context (OECD 2017). The mean (median) of
generalized trust exceeds that of trust in political institutions and is smaller than that of
trust in the ECB.

The observed low levels of trust in political institutions among our survey respondents align
with the prevailing narrative of widespread lack of trust in political institutions and the
looming political crisis, exemplified by the rise of extremist parties, populism, and perceived
lack of political will, particularly in addressing pressing issues such as the climate crisis
(Al Gore 2022). Averages for trust in political institutions broadly correspond to those
documented in the literature. Additionally, our findings corroborate the results reported by
Brezzi et al. [2021], indicating that citizens distinguish between institutions, such as the ECB

and political institutions in general. Similar patterns of higher self-reported trust in central
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Figure 2: Distribution of trust in the ECB
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banks compared to other economic and policy institutions have been observed in studies
on Israel by Kril et al. [2016] and others. Figure 1 illustrates, using Eurobarometer data,
that trust in the ECB among German survey respondents currently surpasses trust in the
national government, yet remains lower than trust in European institutions. Our findings

on generalized trust broadly align with those from other surveys.?!

Table 2: Selected moments of self-reported trust

Mean Median Std.dev.

Trust in the ECB 5.18 5) 2.60
Trust in political institutions  4.09 4 2.77
Generalized trust 4.42 5 2.36

Notes: Generalized trust refers to the variable ”Find it easy to trust others”.

2IThe mean (median) level of generalized trust is slightly lower than that reported by the OECD for
Germany in 2017 (Murtin et al. 2018). One plausible explanation could be the crisis environment (climate
crisis, geopolitical conflicts etc.) prevalent today, compared to 2017, which may instill fear and weaken trust.
However, the OECD’s findings from the European Social Survey conducted in 2014 are consistent with our
observations for trust in political institutions.
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Figure 3: Factors associated with perceived trustworthiness of the ECB
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Note: The figure shows medians (lines), means (circles), interquartile ranges, minima and maxima as well as outliers (dots)
of the variables. Outliers are defined as observations exceeding 1.5 times the interquartile range.

Determinants of trustworthiness of the ECB Now, shifting focus to the determinants
of the ECB’s perceived trustworthiness as reported by households, Figure 3 illustrates that
all means fall between 6 and 7. Factors linked to competence (“Achieved price stability
in the past”, “Technocratic”) and those associated with transparency (“Provides sufficient
information”), commonly regarded in central banking, do not exhibit higher means compared
to other factors. The notable similarity in distributions across determinants associated with
trustworthiness and also the fact that means of trustworthiness exceed those of trust in the

ECB itself warrants further investigation, which we delve into in subsequent sections.

4.2 Regression analysis

To evaluate the quantitative importance and significance of these factors self-reported to

influence trust in the ECB, we estimate the following linear regression:
Trust; =a+ B'X; +e; (1)

where Trust; denotes trust in the ECB as reported by household i, X; is an n x 1 vector
of regressors (i.e. socio-demographic and other determinants), § denotes the n-dimensional

coefficient vector. X; will vary across specifications. We estimate the regression using OLS
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with robust standard errors. We later also carry out a robustness analysis in which we use
an ordered probit model which relaxes the assumption from the linear regression model of

equal distances between the categories.

We begin by estimating the model using socio-demographic variables and expected growth
as regressors (specification (1) in Table 3). We then progressively expand the set of regres-
sors to include trust in political institutions, measures commonly emphasized for assessing
trustworthiness within central banks, and additional, more holistic, factors (specifications
(2)-(5)). Notably, the adjusted R? sees its most substantial increase when trust in political
institutions is incorporated, rising to 0.40 from 0.16 in the model solely based on socio-
demographic variables and expected growth. Introducing trust in political institutions leads
to adjustments in magnitudes, significance levels, and directions of certain socio-demographic
variables and expected growth, suggesting a correlation between these variables and trust in
political institutions. Further enhancements in the adjusted R? are observed, reaching 0.47,
upon adding measures that evaluate the trustworthiness of the ECB and generalized trust.
In the following paragraphs we will be discussing findings from our baseline specification (5)
and some robustness analyses. In order to gain a sense of the economic significance of these
results, we report in specification (5’) the unit change in trust in the ECB in response to a

one standard deviation change in the variables of interest.

Economic outlooks and socio-demographic factors Expected economic growth enters
significantly and positively, aligning with literature indicating a positive association between
perceived or expected economic conditions and trust (Schnabel 2020; Hwang et al. 2023).
The effect is significant: a one-category improvement in respondents’ reported economic
outlook results in a 0.47 unit increase in trust in the ECB. Replacing expected economic
growth with the expected unemployment rate, expected inflation, or expected stock prices
yields consistent findings, with highly significant coefficients as well. Signs are positive for
expected stock prices and negative for expected inflation and the expected unemployment

rate.
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Table 3: Regression analysis I: baseline and more

Trast O] 5 ) 5 GG @ ) @ 1)
Expected economic growth 0.985%**  (.083***  (.538%*F* (.492%*F*  (.472%** 0.740%%*  0.471%** 0.478%F*%  0.246%**
0.04)  (0.04)  (0.04)  (0.04)  (0.04) 0.04)  (0.04) (0.05)  (0.02)
Female 0.250%F*  (.288%HF*  (.258%F*F  (.218%F*F  (.202%F* 0.171%* 0.211%%%  (0.151%* 0.197%* 0.081**
(0.08)  (0.08)  (0.07)  (0.06)  (0.06) 0.07)  (0.07)  (0.06)  (0.08)  (0.03)
Age -0.002 -0.002 0.010%** 0.012%**  (.012%** 0.007***  0.012%¥**  0.014***  0.014*%**  0.007***
(0.00)  (0.00)  (0.00)  (0.00)  (0.00) (0.00)  (0.00)  (0.00)  (0.00)  (0.00)
Income 0.095%**  0.096***  0.041*** (.028%** 0.024* 0.048***  0.017 0.022 0.028 0.013*
(0.02)  (0.02)  (0.01)  (0.01)  (0.01) (0.01)  (0.01)  (0.01)  (0.02)  (0.01)
Education 0.105%%*  0.117%  0.010 0.004 -0.006 0.046***  0.005 -0.011 0.001 -0.003
0.02)  (0.02)  (0.02)  (0.02)  (0.01) 0.02)  (0.02)  (0.02)  (0.02)  (0.01)
East (1989) -0.578%#* -0.307%%*
(0.11) (0.09)
Trust in political institutions 0.505%%*  0.444%F*  0.416***  [1.152] 0.406**F*  0.462%F*  0.451%F*  (.223%F*
(0.01)  (0.01)  (0.01) 0.02)  (0.02)  (0.02)  (0.01)
Achieved price stability in past 0.183*** Q. 171***  [0.432] 0.219%**  (.182%**  (0.179%**  (.148%**  (.098***
0.02)  (0.02) 0.02)  (0.02)  (0.02)  (0.03)  (0.01)
Technocratic 0.144***  (0.122%**  [0.301] 0.209***  (.118***  (.123***  (0.107***  0.069***
(0.02)  (0.02) (0.02)  (0.02)  (0.02)  (0.03)  (0.01)
Provides sufficient information -0.062%**  -0.047***  [-0.126] -0.056*** -0.057*** -0.053*** -0.014 -0.023**
(0.02)  (0.02) (0.02)  (0.02)  (0.02)  (0.02)  (0.01)
Integrity -0.048%F*F  [-0.143] -0.058%F*  -0.042*%F  -0.052%*F  -0.067*** -0.026%**
(0.02) (0.02)  (0.02)  (0.02)  (0.02)  (0.01)
Honest communication -0.064*%%  [-0.177] -0.112%FF  -0.067*** -0.066*** -0.055* -0.035%**
(0.02) (0.02)  (0.02)  (0.02)  (0.03)  (0.01)
Accounts for overall picture 0.167%F  [0.420]  0.185*FF  (Q.171%FF  (Q.181%FF  (.153%FF  (.092%**
(0.02) (0.02)  (0.02)  (0.02)  (0.03)  (0.01)
Acts on broader concern -0.026 [-0.073] -0.023 -0.033* -0.024 -0.042% -0.015
(0.02) (0.02)  (0.02)  (0.02)  (0.02)  (0.01)
Find it easy to trust others 0.059%**  [0.139]  0.220%%*  0.063***  0.065***  0.049**  0.034***
(0.02) 0.02)  (0.02)  (0.02)  (0.02)  (0.01)
Constant 1.414%8F  1.409%FF  0.687FFF  -0.651%F*F  -0.786*** -1.189%F*F  _0.665*** 0.120 -0.720%**
(025)  (029)  (0.20)  (0.21)  (0.21) (0.24)  (0.24)  (020)  (0.31)
Observations 3793 3497 3793 3793 3793 3793 3497 3793 3793 3793
R? adj. / pseudo R? 0.156 0.168 0.404 0.458 0.473 0.336 0.475 0.446 0.488 0.142

Notes: (1)-(8) are based on OLS regressions, (9) are based on an OLS regression, where weights are applied to adjust for differences in the distribution across socio-
demographic characteristics between the survey sample and the German population, (10) is based on an ordered probit regression, for which we present the Pseudo R2.
We use robust standard errors. (5’) shows the unit change in trust in the ECB in response to a change of one standard deviation in the variables of interest. Qualitative
expectations for economic growth, which are asked on a five-point scale. “What developments do you expect in the following metrics over the next 12 months?” Answers
range from 1 (Decrease significantly) to 5 (Increase significantly). Female is a dummy variable equal to 1 for females and 0 for males. Age is a continuous variable from
16 to 80 years and older. Income has categories 1-13 from under 500, 500-999, 1,000-1,499, 1,500-1,999, 2,000-2,499, 2,500-2,999, 3,000-3,499, 3,500-3,999, 4,000-4,999,
5,000-5,999, 6,000-7,999, 8,000-9,999, 10,000 and more EUR. Education ranges from 0-8, where 0: no degree, 1: in training / studying, 2: apprenticeship, 3: vocational
school, 4: technical of commercial college, 5: university of cooperative education, 6: bachelor, 7: master / diploma, 8: doctorate. East (1989) is a dummy variable equal to
1 for households from the East and 0 for households from the West of Germany in 1989. The dependent variable “Trust in the ECB” and all other explanatory variables
take integer values between 0 and 10.



Age, gender and income enter with a positive sign and significantly, whereas education seems
to play no role.?? The positive relationships of income and age with trust in the ECB aligns
with existing literature for political institutions (Murtin et al. 2018; Brezzi et al. 2021).
Richer individuals may have greater opportunities for societal engagement, such as volun-
teering and political participation, and also tend to have broader social networks.?® That
older respondents tend to trust the government more than younger respondents is attributed
in the literature to their inclination towards altruism and belief in the inherent goodness
and trustworthiness of others. To our surprise, females exhibit a 0.2 unit higher trust in
the ECB compared to males, despite the well-documented upward-bias in female inflation
expectations [D’Acunto et al., 2021, Reiche, 2023]. While more men than women typically
work in management or analytical roles, and policymaking is primarily based on objective
rules and facts, empirical evidence on gender differences in trust towards the ECB is incon-
clusive. Ehrmann et al. [2013] and Farvaque et al. [2017] find that men trust the ECB more,
but Hayo and Neuenkirch [2014] report findings from a German household panel suggesting

that women trust the ECB more, consistent with our results.

Specifications (2) and (7) indicate that households originating from the East exhibit a 0.3
unit lower trust in the ECB compared to those from the West (not shown). This aligns
with existing literature on interpersonal trust and trust in political institutions, which often
portrays lower levels of trust in East Germany compared to West Germany.?* Including the
“East (1989)” variable results in the omission of approximately 300 observations, as younger
participants are excluded. Therefore, we opt not to include this variable in subsequent

models.

Trust in political institutions and generalized trust Trust in political institutions
enters the equation significantly and positively, with a large coefficient. A one standard de-
viation increase in trust in political institutions raises trust in the ECB by 1.15 units. This
finding corroborates Figure 1 and previous research demonstrating a positive relationship

between trust in the ECB and trust in other European institutions (Ehrmann et al. 2013;

22When education is categorized into groups, the resulting dummy variables do not show significant effects.

ZWhen we replace our income variable with 12 dummies (which can take the values 1 or 0) for all income
categories but the lowest one (less than 500 EUR), we find that the categories 2,500-2,999, 3,000-3,499 as
well as 8,000-9,999 EUR enter positively and significantly (the first at the 5% level and the last two the 10%
level), broadly confirming our baseline result of a marginally significant coefficient on income.

24Campbell [2012] and Rohrschneider and Schmitt-Beck [2002] suggest that socialist ideals persist more
strongly in the East, while Pollack [2007] attributes differences in trust to negative experiences during the
transformation process following unification and feelings of unequal treatment compared to West Germans.
Additionally, differences in economic performance between the West and the East are also cited as contribut-
ing factors (Campbell 2004).
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Brouwer and de Haan 2022; Farvaque et al. 2017), or a composite measure of trust in the

Bundestag, UN, and IMF (Hwang et al. 2023).

Regarding generalized trust, households who find it rather easy to trust others also exhibit
higher trust in the ECB. The positive coefficient is significant, but rather small. A one
standard deviation increase in generalized trust enhances trust in the ECB by 0.14 units.
To ascertain how the impact of generalized trust on trust in political institutions more gen-
erally compares with that on the ECB, we regress trust in political institutions on expected
growth, socio-demographic variables, “Find it easy to trust,” and “Achieved price stability
in the past” (results are not shown). First of all, we find that the estimated coefficient
for the past performance of the ECB regarding price stability is 0.17 and statistically sig-
nificant, suggesting that households understand that if one policy performs well, it creates
an environment conducive to the success of other policies. Furthermore, the coefficient for
generalized trust is highly significant at 0.40, much larger than in the model explaining trust
in the ECB. This suggests that generalized trust plays a more substantial role in fostering
trust in political institutions more generally than in the ECB. However, it is important to
exercise caution as the model explaining trust in political institutions includes fewer regres-
sors compared to the model explaining trust in the ECB, and the adjusted R? is at 0.30. We
next omit trust in political institutions from our baseline model, see specification (6). The
coefficient on generalized trust is almost four times larger than in the baseline specification,

suggesting that trust in political institutions mediates between generalized trust and trust
in the ECB.?

Perceived trustworthiness of the ECB Turning to the variables that central banks
commonly focus on, our results demonstrate that households who value the past record of
price stability and decisions based on rules, technical analyses, scientific evidence, and facts
tend to trust the ECB more. The effects are highly significant and substantial: a one stan-
dard deviation increase in the importance households attribute to the ECB’s maintainance
of stable prices and to technocratic policymaking enhances trust in the ECB by 0.43 and

0.30 units, respectively.

Furthermore, we observe that households who consider the amount of information provided

by the ECB regarding the state of the economy and its actions to be important tend to trust

2This is what is called a mediation model (see Kril et al. 2016, citing Baron and Kenny 1986), which
“attempts to identify what underlies an observed relationship between predictor and predicted variable via
the inclusion of a third explanatory variable, known as a mediator variable, by positing a causal chain in
which the predictor variable affects the mediator that, in turn, affects the predicted variable.”
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the ECB less. This finding diverges somewhat from the current direction of the literature,
which suggests that an excessive amount of information (e.g., through speeches) may de-
crease public trust (Hwang et al. 2023), or that the complexity of the information provided
may hinder understanding (Kryvtsov and Petersen 2021; Gloeckler and Mee 2022). Criticism
has also been directed towards central banks for communicating a lot because central banks
have committed to what is beyond their means (Fratzscher 2022). This would suggest that
the public may interpret an abundance of information as a negative signal, leading them
to question if something is amiss and prompting the ECB to provide further explanations
or justifications. Our estimates thus far suggest that the ECB could potentially enhance
its trustworthiness by providing more, rather than less, information about the state of the
economy and its actions. Nonetheless, the coefficient associated with “Provides sufficient

information” is small, and we will explore this finding in more depth later.

Turning to the other more holistic measures of perceived trustworthiness, we observe that
households who appreciate the ECB’s consideration of the overall picture tend to trust the
ECB more, with a large and highly significant estimated coefficient comparable to that of
the ECB’s past performance in maintaining stable prices. Integrity of the ECB president
and senior management, as well as honest communication, are also significant regressors
with negative coefficients, indicating lower trust when these aspects matter to households.
“Acts on broader concern” also enters with a negative sign. It is not statistically significant in
specification (5), but turns marginally significant when we include the “East (1989)” dummy
variable in specification (7). These findings suggest that households for whom these aspects
are important tend to trust the ECB less. Individual magnitudes are small compared to
those of other coefficients - trust in the ECB is between 0.07 and 0.18 units lower in response

to a one standard deviation rise in these variables -, but the sum of the coefficients is not.

We carry out some additional robustness checks. There might be a concern that expected
growth is endogenous with respect to trust (e.g. Christelis et al. 2020, Brouwer and de Haan
2022), which we address in two ways. First, we drop expected growth from our baseline
model, see specification (8). Coefficients and significances of the trustworthiness measures,
trust in political institutions more generally, and generalized trust barely change. Second,
we replace expected growth with its lag. The number of households in the sample reduces
to 2,194. Results (not shown) remain broadly the same. As another robustness check we
re-estimate the baseline regression, applying post-stratification weights to the individual
observations (specification (9)). The weights are taken from the survey (BOP-HH 2024).

Individuals which are over-represented in the survey compared to the German population
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along the dimensions of gender, age, education and region are down-weighted, and wice
versa for under-represented individuals. Results are barely changed, with the exception of
“Provides sufficient information”, which turns insignificant. Finally, an ordered probit model

(specification (10) in Table 3) confirms most of our baseline results.?®

5 Additional analyses

5.1 Factor structure underneath trustworthiness measures?

The trustworthiness measures exhibit some level of correlation (although there is no indica-
tion of multicollinearity, as demonstrated in Appendix A.4). To gain a clearer understanding,
we conduct a factor analysis on the seven regressors associated with the perceived trustwor-
thiness of the ECB. Unlike the individual measures, the (first sets of) estimated factors are

uncorrelated.

We first use maximum likelihood (ML), retaining three factors. The data display a strong
factor structure, with the first ML factor explaining 91% of the variation in the data sum-
marized by three factors, while the second and third factors account for only 7% and 2%,
respectively. Our subsequent focus is therefore primarily on the first two factors. All vari-
ables load highly and positively on the first factor, while the signs of the loadings of the

second factor replicate those observed in our regression analysis.

To further refine our analysis, we rotate the factors using the varimax method, the simplest
orthogonal rotation technique, which maximizes the variances of the squared raw factor load-
ings across variables for each factor. The first factor now explains 53% of the variance, the
second factor 43%, and the third factor less than 4%. See Table 4 for details. While factors
are still not structurally identified, we can offer a tentative interpretation based on the load-
ings. The first factor exhibits the highest loadings (above 0.7) for “Honest communication”
and “Integrity,” suggesting a strong association with these values. Additionally, this factor
is positively correlated with “Acts on broader concern” and “Provides sufficient informa-
tion.” Thus, the first factor appears to represent perceived trustworthiness of the ECB in
terms of values. Conversely, the second factor is most closely linked to “Technocratic,” with
“Achieved price stability in past” also loading positively and highly on this factor. This indi-

cates a focus on competence. The second factor also shows a strong and positive correlation

26Coefficient estimates from the ordered probit model and the OLS regressions are, of course, not compa-
rable.
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with “Accounts for the overall picture,” which households seem to categorize as competence

(but necessitates a particular mindset).

We then replace individual measures of perceived trustworthiness in the regression with
the two rotated factors, as shown in Table 5, specification (11). The value factor enters
significantly with a negative coefficient, while the competence factor enters significantly with
a positive coefficient. This aligns with our earlier findings based on individual measures,
indicating that those who state that values matter for their trust in the ECB tend to trust
it less, and wvice versa for competence. We also note that the coefficient on the second
(competence) factor is roughly four times larger in absolute terms than the coefficient on the

first (value) factor.

Table 4: Loadings associated with the first 2 factors extracted from sets of measures of
perceived trustworthiness of the ECB

Factor 1 Factor 2 Factor 1 Factor 2 Factor 1 Factor 2

(raw)  (raw) (v) (v) (p) (p)
Achieved price stability in past 0.573 0.234 0.264 0.546 0.030 0.567

Technocratic 0.740 0.321 0.360 0.728 0.090 0.753
Provides sufficient information 0.728 -0.096 0.596 0.397 0.550 0.181
Integrity 0.739 -0.231 0.714 0.307 0.777 -0.001
Honest communication 0.832 -0.162 0.741 0.421 0.752 0.134
Accounts for overall picture 0.785 0.172 0.471 0.639 0.261 0.571
Acts on broader concern 0.739 -0.123 0.610 0.381 0.562 0.151
Explained variance proportion 0.912 0.070 0.529 0.434

Notes: raw: raw maximum likelihood factors. v: rotated factors using the varimax method. p: rotated factors using the
promax method.

We conduct two additional robustness checks. First, we rotate the factors using the promax
method, which increases the differences between the factor loadings and, hence, enhance our
ability to interpret the factors further. However, with the promax rotation, the factors can
be correlated, and indeed, the correlation coefficient for the first two factors is 0.72. Despite
this correlation, the factors retain similar interpretations as with the varimax rotation, as
shown in Table 4. In the regression model, the gap between the coefficient estimates roughly
halves, as seen in specification (12), Table 5. Nevertheless, the main findings and conclusions

remain consistent.

We proceed by interacting the two varimax factors with the socio-demographic variables
and expected economic growth (not shown) to explore whether the relationship between

perceived trustworthiness of the ECB and trust in the ECB varies across specific household
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groups. This investigation is pertinent as central banks contemplate if and how they should
target particular socio-demographic groups, and significant interaction terms would offer
valuable insights in this regard. Our analysis reveals that the positive association between
the competence factor and trust in the ECB is attenuated for females. However, all other
interaction terms are statistically insignificant, indicating that the estimated relationships
between perceived trustworthiness of the ECB and trust in the ECB cannot be clearly linked

to specific socio-demographic groups.

In summary, the factor analysis reinforces our conclusions derived from individual trustwor-
thiness measures: households who report that competence matters for their trust in the ECB
tend to exhibit higher trust in the ECB. By contrast, those who report that values, partic-
ularly integrity and honest communication, matter for their trust in the ECB, demonstrate

lower levels of trust in the institution.

5.2 Investigating into the halo effect

Households provided remarkably similar responses regarding what factors mattered for their
trust in the ECB (Figure 3). This phenomenon could be interpreted as a “halo effect,” a cog-
nitive bias, where a general evaluation or impression influences the assessment of individual
components related to that impression, or where an evaluation of one component influences
evaluation of other components. Kril et al. [2016] have suggested that this effect is a man-
ifestation of implicit trust. To investigate this possibility, we first re-estimate our baseline
regression, excluding households that selected the same category for all perceived trustwor-
thiness statements (specification (13)). Approximately 400 households are dropped from the

baseline sample of 3,793 respondents, yet the results remain broadly robust to their exclusion.

Next, we subtract the common mean from the perceived trustworthiness measures and re-
estimate the model in specification (14), including the demeaned regressors along with the
common mean in the regression. The common mean, representing the general impression of
the ECB, emerges as highly significant, in line with Angino and Secola [2022]. (14’) informs
about economic significance. A one standard deviation increase in the common mean raises
trust in the ECB by 0.43 units.

The two (demeaned) competence measures lose statistical and economic significance. “Ac-
counts for the overall picture” was omitted by Stata due to collinearity (and the regressor

matrix not being full rank anymore). When we omit another variable, “Accounts for the
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Table 5: Regression analysis III: common factors underlying perceived trustworthiness mea-
sures

Trust (11) (12) (13) (14) (14")
Expected economic growth 0.482%%*  (0.482%**  (0.423***  (.452%**

(0.04)  (0.04)  (0.04)  (0.04)
Female 0.219%FF  0.217FF* 0. 172%FF  (.173%***

(0.06)  (0.06)  (0.07)  (0.06)
Age 0.013%F%  0.013*** 0.014*%%*  0.012%**

(0.00)  (0.00)  (0.00)  (0.00)
Income 0.025* 0.025*% 0.025* 0.025*

(0.01)  (0.01)  (0.01)  (0.01)
Education -0.010 -0.010 -0.004 -0.005

0.01)  (0.01)  (0.02)  (0.02)
Trust in political institutions 0.418%**  0.417***  (.389%***  (.408%***
(0.01)  (0.01)  (0.02)  (0.02)

Factor 1 -0.191%F*%  -0.699**
0.04)  (0.07)
Factor 2 0.815%**  1.181%**
(0.05)  (0.08)
Achieved price stability in past 0.195%**  -0.012 [-0.021]
0.02)  (0.03)
Technocratic 0.134***  -0.036 [-0.053]
(0.02)  (0.04)
Provides sufficient information -0.032%* -0.198*%*  [-0.309]
0.02)  (0.03)
Integrity -0.051%%%  -0.202%%*  [-0.352]
0.02)  (0.03)
Honest communication -0.075%%%  -0.226%**  [-0.313]
0.02)  (0.03)
Accounts for overall picture 0.169%**
(0.02)
Acts on broader concern -0.016 -0.208***  [-0.322]
0.02)  (0.03)
Find it easy to trust others 0.062***  0.062***  0.060***  0.063***
(0.02)  (0.02)  (0.02)  (0.02)
Common mean 0.227%FF  [0.427)]
(0.02)
Constant, 1.009%**  1.012*** -0.893*** _(0.341
(0.20)  (0.20)  (0.22)  (0.23)
Observations 3793 3793 3428 3605
R? adj. 0.466 0.466 0.457 0.437

Notes: See notes to Table 3, specifications (1)-(9). Factors 1 are highly correlated with values. Factors 2 are highly
correlated with competence. (11) and (12) refer to factors rotated using the varimax and promax method, respectively. In
(13) we have only keep households in the sample which do not choose an same category for all trustworthiness measures.
(14) refers to a specification where we subtracted the common mean from the measures prior to the estimation. “Accounts
for overall picture” was omitted because of collinearity. In (14’) we report the unit change in trust in the ECB in response
to a change of one standard deviation in the variables of interest.

overall picture” no longer enters the regression significantly, similar to the technical com-
petence measures. Integrity and honest communication are still significant, and “Action on

broader concern” now becomes highly significant, something that was masked before.?” The

2"In order to understand whether participants’ education level significantly impact the results, we re-
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effects of the value measures all increase to over 0.3 units in absolute terms (in (147)).

Please note that the mean value is relatively high for most households, averaging at 6.82. This
indicates that the European Central Bank (ECB) currently benefits from a halo effect: people
generally have a favorable impression of the ECB and endorse its actions.?® Implicit trust
is often associated in literature with lower-level instincts, impulses, or emotions. Relying
solely on these can be risky and may quickly lead to a loss of trust in the institution. In
the long run, trust in the ECB will be maintained through a combination of its competence,

adherence to values, and positive experiences people have with the institution.

5.3 Do our findings for trust extend to monetary policy credibil-
ity?
In this section, we analyze the extent to which our findings regarding trust extend to the
ECB’s monetary policy credibility. Credibility is defined as the negative of the absolute
difference between households’ long-term inflation expectations (7€) and the ECB’s inflation
target of 2%. We pool both 3- and 5-year-ahead inflation expectations, truncating long-term
inflation expectations reported by households from -5% to 20% and, in this way, excluding
extreme answers.?? We then re-estimate our baseline model, replacing trust in the ECB with

credibility, and later replacing individual measures of perceived trustworthiness with factors

rotated using the varimax method.

Credibility, = k + XN X; + w; (2)

where A denotes the n-dimensional coefficient vector. We estimate Equation 2 with OLS and
robust standard errors. Our dependent variable is skewed to the right and bounded at zero
(with 7% of the observations being equal to zero). We address this issue by estimating a
tobit model. Alternatively, we transform our credibility variable to one that is approximately
normally distributed using the zero-skewness log transform. We then use the negative of the
transformed variable as the dependent variable in our OLS regression. In both cases, our

key findings are not altered compared to the linear regression model, and we show in the

estimate the model, separating participants into two groups: those with a university degree (bachelor’s and
higher) and those without. The results from both groups align closely with the aggregate findings.

28This may also explain why the “whatever it takes” statement by former ECB President Draghi was
effective during the peak of the European sovereign debt crisis (Draghi 2012). It resonated with people’s
implicit trust and is today considered as the turning point in the crisis.

29This is because half of the participants are asked for their 3-years ahead inflation expectations, the other
half for their 5-years ahead inflation expectations.
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remainder of the section only the least squares estimates.

Results are presented in Table 6. In specification (15), we only include trust in the ECB
(together with socio-demographic characteristics, expected growth, and trust in political
institutions). Trust is significantly and positively related to credibility. The coefficient is
statistically significant: a one-unit rise in ECB trust boosts credibility by 0.173 percent-
age points. Alternatively, a one-standard deviation increase in ECB trust results in a 0.4
percentage point rise in credibility (or a 0.4 percentage point change in long-term inflation

expectations towards the target).

We then replace trust in the ECB with its determinants (specifications (16) and (17)). The
adjusted R? is lower than for the baseline trust regressions, at 0.15, suggesting that credibil-
ity is less well explained with our model than trust in the ECB. This is not surprising given
that we asked survey participants what matters for their trust, not for their assessment of
the ECB’s credibility. The signs of the estimated coefficients are almost identical to those
from the trust regressions, with the exception of gender. Women are found to consider the
ECB less credible than men (whereas we found them to trust the ECB more). Respondents
with higher income and higher education find the ECB significantly more credible. An in-
terpretation of the finding for education is that factual, formal knowledge is more helpful
when it comes to forming inflation expectations, and that this is what education captures.

This seems less or not relevant for trust, which requires other abilities.

The estimated coefficients on trust in political institutions and generalized trust are positive
and significant. The same holds for “Technocratic” and “Accounts for the overall picture”.
Integrity and transparency (both honest communication and information provision) are no
longer significant regressors. However, those who state that action on a broader concern
matters for their trust in the ECB consider the ECB less credible. “Achieved price stability
in the past” does not enter the equation significantly. This result and the previous one
appear surprising at first glance. One reason could be that the survey was conducted at a
time when inflation was high: the HICP was at 5.5% (6.8%) in June 2023 in the euro area
(Germany), down from 10.6% (11.6%) in October 2022, well above the medium-term infla-
tion target. In those times, households may place greater importance on the ECB’s concern
for their overall well-being than on its record regarding price stability. This explanation is in
line with Louie et al. [2023], for example, who demonstrate that inflation-related hardships
can impact mental health, which may necessitate more immediate care and concern, rather

than the performance in terms of price stability. We further find that factor 2 (which was
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associated with competence) is highly significant, while factor 1 (which was associated with
values) is only marginally significant. The coefficient on generalized trust is positive and

significant.

We proceed by adding trust in the ECB to the regression model (specifications (18) and
(19)). We find that trust mediates the relationship between trustworthiness of the ECB and
credibility with respect to both competence and values. However, the magnitudes of the

coefficients and their significance levels tend to decrease in this mediation model.

In summary, our findings suggest that many of the insights gleaned regarding trust in central
banks also extend to monetary policy credibility. However, it appears that values such
as integrity and honest communication hold less sway over credibility than they do over
trust. This observation is not entirely surprising, given the technical intricacies involved
in monitoring and managing inflation expectations. Unlike trust, which, according to some
definitions, is a state of being and has relational aspects, credibility in the context of inflation
is more closely linked to quantitative future forecasts. The fact that values play less of a role
for credibility does not diminish their overall significance. While our findings suggest that
factors like integrity and transparency may have a more limited impact on credibility, they
remain crucial for central banks. It is important to recognize that trust matters for central
banks not only because it helps to anchor inflation expectations but also because it plays a

vital role in central banks’ legitimization and independence.
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Table 6: Regression analysis VI: determinants of monetary policy credibility

Credibility (15) (16) (17) (18) (19)
Expected economic growth 0.395%#F  0.471FFF  0.470%%*  0.395%**  (0.394***
(0.06)  (0.06)  (0.06)  (0.06)  (0.06)
Female -1 107FFF J1.055%FF  J1.072%FF _1.087*F** _1.106%**
(0.11) (0.11) (0.11) (0.11) (0.11)
Age 0.013**¥*  0.015%%*  0.016%**  0.013***  (0.014***
(0.00)  (0.00)  (0.00) (0.00)  (0.00)
Income 0.102%**F  0.102%FF  0.104™**  0.098***  (.100***
0.02)  (0.02)  (0.02) 0.02)  (0.02)
Education 0.066***  (0.054** 0.058***  (0.056** 0.060%**

(0.02) (0.02) (0.02) (0.02) (0.02)
Trust in political institutions 0.137%FF 0. 188%FF*F (. 187*F*  (.122%**  (.122%**
(0.02) (0.02) (0.02) (0.02) (0.02)

Trust in the ECB 0.173%** 0.158***  (.155%**
(0.02) (0.03) (0.03)
Achieved price stability in past 0.001 -0.025
(0.02) (0.02)
Technocratic 0.092%** 0.072%*
(0.03) (0.03)
Provides sufficient information -0.034 -0.027
(0.03) (0.03)
Integrity 0.016 0.023
(0.02) (0.02)
Honest communication -0.017 -0.006
(0.03) (0.03)
Accounts for overall picture 0.069** 0.043
(0.03) (0.03)
Acts on broader concern -0.070%** -0.066%**
(0.02) (0.02)
Factor 1 -0.104* -0.075
(0.06) (0.06)
Factor 2 0.260*** 0.135*
(0.07) (0.07)
Find it easy to trust others 0.052**  0.053%%  0.044* 0.044*
(0.02) (0.02) (0.02) (0.02)
Constant S7.220%¥F 7 53RFFF 7 L1T1RKK 7 415¥FF T 265%F*
(0.35) (0.38) (0.35) (0.38) (0.36)
Observations 3654 3654 3654 3654 3654
R? adj. 0.160 0.154 0.153 0.163 0.161

Notes: See notes to Table 3, specifications (1)-(9). Credibility is defined as —abs(7® — 2), where 7€ denotes either 3-year
or 5 year-ahead inflation expectations and 2% is the ECB’s inflation target. Factors 1 and 2 refer to factors rotated with
the varimax method.
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6 Discussion and policy implications

Our analysis has delved into whether factors beyond conventional central banking consid-
erations are relevant for trust in the ECB. This research was partly inspired by recent
statistics showing that less than 50% of European citizens currently express trust in the
ECB, broadly aligning trust levels in other political institutions.*® We discovered, perhaps
unsurprisingly, that households valuing positive outcomes like price stability and techno-
cratic decision-making tend to have greater trust in the ECB. Conversely, those who report
that values such as integrity, transparent communication and broader concern are crucial
for their trust in the ECB tend to express lower levels of trust in the institution. Trust in
the ECB also hinges on trust in political institutions more generally. Moreover, individuals
with limited trust in others also exhibit significantly lower trust in the ECB. Although the
magnitude of the effect of interpersonal trust in trust in the ECB was found to be small,
it notably increases once trust in political institutions is excluded from the model. This
suggests significant indirect effects of generalized trust on trust in the ECB, via trust in

political institutions more generally.

Our key policy implication emerges from these findings: solely focusing on the ECB’s pri-
mary objective and strict adherence to scientific principles, rules, analyses, and facts might
not be enough to bolster public trust. To enhance public trust further, the ECB could
emphasize their shared values with the public, in addition to its efforts and performance in

achieving price stability and adherence to technical standards.

This discussion raises important questions that still need to be addressed. First, what are
the specific values and mindsets under consideration? While we have explored some (such
as integrity, transparency including honesty, broad concern and scope), and in this way have
already expanded beyond the typical central bank focus on integrity and transparency in
the communication about economic conditions and central bank actions, other values and
qualities like authenticity, kindness, empathy, presence, and resonance might also be relevant
(see Appendix A.2). Second, how well do central banks embody these values? Third, what
strategies can be employed to effectively communicate that central banks adhere to these
values to the public? Fourth, the discrepancy between households’ perceptions of integrity

and the formal independence of central banks warrants further investigation. Despite legal

30 Appendix A.1 also highlights significant variability in trust levels in institutions and generalized trust
across euro-area countries. It would be interesting to extend our study to households from euro-area countries
other than Germany to examine the relation between generalized trust, trust in the ECB and trust in political
institutions for those countries, and implications of trust heterogeneity for common monetary policy.

31



safeguards for central bank independence, recent research suggests that even formally inde-
pendent central banks may succumb to political pressure (Bianchi et al. 2023, Drechsel 2023)
or may stray from their mandates for ideological reasons (Dentler 2019). This underscores
the need for a deeper understanding of how to preserve integrity within central banking
institutions, beyond legal frameworks alone. Lack of integrity can manifest in various forms,
beyond fraud and bribery, and including decisions influenced by vested interests, or actions
driven by fear, which can to a large extent even be unconscious. Investigating what house-
holds perceive as a lack of integrity would certainly be valuable, and understanding how it
can be addressed as well. Finally, it would be interesting to examine in the future whether
our key finding, i.e. that those who report that values matter have lower trust in the ECB,

holds also in a low-inflation environment.

There is likely greater leverage in emphasizing values further, rather than competence, be-
cause central banks have largely mastered their technical capabilities, and because prefer-
ences regarding values versus competence are likely to be less mutable, and the scope of
technical comprehension may have reached its limits.?! In addition, it is reasonable to antic-
ipate a growing emphasis on values and deeper aspects of trust by the public in the future.
Economists and central bankers are gradually recognizing this shift. This change is partly
due to acknowledging the limitations inherent in the current, technical, approach. However,
this shift also reflects a deeper undercurrent that has often been overlooked. Philosophers like
Wilber suggest that societies evolve from a mechanical (modern) worldview towards more
integrated and holistic mindsets that embrace ethical values, compassion, and a broader
awareness. Economists in central banks (and elsewhere) can support this evolutionary shift
by integrating insights from diverse disciplines such as political science, humanistic psychol-

ogy, and systems theory into their toolkits.

Given our finding of a modest, but significant role of generalized trust and the high impor-
tance of trust in political institutions more generally in shaping trust in central banks like the
ECB, there exists limited, though not insignificant, room for central banks to influence pub-
lic trust. As key players in the political arena, central banks possess the capacity to engage
in a broader societal discourse on the underlying factors contributing to the ongoing political
crisis, which extends beyond central banks. Even central banks and trust in central banks

will ultimately not remain unaffected by phenomena such as polarization, populism, or social

31Binetti et al. [2024] recently suggested that households have limited understanding of the technicalities
surrounding inflation and monetary policy, despite central banks’ efforts in enhancing households’ technical
knowledge.
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unrest and resulting effects on trust in political institutions in general. While some argue
that central banks can set themselves apart through technocratic policymaking, another pos-
sibility, supported by our results, might be maintaining the highest ethical standards. There
remain open questions about the most effective strategies for central banks to navigate these
challenges and maintain public trust in an increasingly complex political landscape. Future
research could investigate into the reasons for the close connection between trust in central

banks and trust in political institutions more generally.

A significant aspect (also for political institutions more generally) is the widespread chal-
lenge in trusting each other, a phenomenon rooted in negative past experiences - a realization
increasingly dawning on economists. Our minds are fluid and adaptable, shaped by past ex-
periences yet capable of transformation. Policy institutions wield considerable influence over
the environments people inhabit and the experiences they undergo. Trust, a delicate ele-
ment emerging from relationships, can be eroded or restored through relationships. Central
banks are actively seeking innovative, more relatable methods of engaging with the public.
However, achieving genuine connection requires central bankers to possess qualities such as
resonance, attunement, presence, congruence, authenticity, kindness and compassion - essen-
tial prerequisites for building trust (as discussed in Appendix A.2). While central bankers
devote significant effort to enhancing their technical expertise and factual knowledge, incor-
porating mindfulness and self-reflection into their training can equip them with additional
skills. These practices enable central bankers to foster new, positive experiences among the
public that supplant old, negative ones, thereby rebuilding trust. Such an approach will also

underscore a commitment to shared values, reflecting a broader shift in mindset.

Embracing a more holistic approach to the analysis of public trust - one that fosters values
and genuine connections between policymakers and citizens - can unlock untapped possibil-
ities. It is important to note that advocating for values and introspection does not mean
sidelining science, rules, or facts. Indeed, technocratic policymaking has played a crucial role
in bolstering trust in central banks. A robust framework that integrates rules, science, and
data, coupled with safeguards for central bank independence and inclusive decision-making
processes, is essential to mitigate the effects of human imperfections. By embracing diver-
sity in perspectives, fostering shared responsibilities, and upholding transparency, such an
approach can forestall undesirable outcomes. In essence, our paper advocates for a compre-

hensive view of central bank trust - one that encompasses all facets.
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Appendix

A.1 Trust in institutions and interpersonal trust, individual euro-area countries

Figure 4: Trust in central banks and in other political institutions and interpersonal trust
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A.2 Beyond conventional and behavioural approaches to trust

This appendix explores additional definitions of trust, which are also relevant for how central
bankers relate to the public and for social values. We rely on deep (humanistic) psychology
(e.g. Rogers 1961, Maslow 1968), which emerged from the limitations of behavioural psy-
chology,®® and the interdisciplinary InterPersonal NeuroBiology (IPNB) framework which
draws on insights from psychology, neuroscience, physics and systems theory, proposed by
psychiatrist Siegel [2020]. Both approaches have a very different understanding of the hu-
man mind, compared to modern economics (rational individuals with fixed preferences) or

behavioural psychology (the mind being conditionable through external stimuli).

In humanistic psychology, trust is a multifaceted concept involving not only trust in others,
but also self-trust, trust in the world, and trust in the process of growth and development
(Rogers 1961, Maslow 1968). Interpersonal trust, according to Rogers [1961], emerges as a
natural outcome of genuine human connection and empathic understanding (pp. 283-284).
Congruence, i.e., the ability to be transparent, and authentic in interactions®?, is essential
for establishing trust as well, as it creates a safe and supportive environment where individ-
uals feel understood, accepted, and valued. Maslow [1968]) suggests that as a pre-requisite
of trust (and self-actualization) safety needs must be met (pp. 102, 107). Almaas [1987,
pp. 96-106] defines trust as “allowing things to emerge”. He emphasizes trust in oneself, in
somebody else and in a situation (or life itself, as it is or as it unfolds). He emphasizes a
sense of safety (and absence of fear) as a factor driving trust. He further distinguishes three
levels of trust: the first, most superficial one being the knowledge that “the person is not
going to hurt you”; the second, deeper one, is trust that “the person wants what is best for
you” (tied to the qualities compassion and kindness); and the third, even deeper one, is trust
“because of what the person is”, e.g. “that the person has integrity, which has nothing to

do with you”, or truthfulness, which can imply that one gets hurt.

32Humanistic psychology (based on Rogers, Maslow, also May, Frankl, Yalom etc.) emerged in the late-
1950s as the third wave of psychology, following the first two waves, psychoanalysis and behavioural psychol-
ogy. Humanistic psychology expanded its influence in the 1970s and 1980s (Mcleod 2023). It looks at the
whole person, assumes that each individual is unique, that people have free will (and agency) and, hence,
behaviour is not exclusively determined by past conditioning or the environment. Humanistic psychologists
are interested in being, becoming, meaning. People aim at self-actualizing (which, according to Maslow,
requires satisfaction of basic needs first) and at realizing their human potential (or human nature). It is
further recognized that humans are innately good, active and creative. Humanistic psychology offers a new
understanding of human nature and human conditions.

33Rogers defines someone’s congruence as “the extent to which his words matched his feelings” (p. 49),
“feelings [that person] is experiencing are available to him, available to his awareness, and he is able to
live these feelings, be them, and able to communicate them if appropriate” (p. 61), and he emphasizes
congruence between self and one’s ideal (p. 236).
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Siegel embraces a systems view of the brain and social groups, where the mind emerges from
neural interactions and interpersonal relations. He defines trust as “the state which arises
when there is presence, attunement and resonance” (Siegel 2020, pp. 200-201). Presence
entails openness, receptivity, and the capacity to embrace uncertainty. Attunement involves
focusing attention on the internal experience of another, beneath behavioural signals. Res-
onance describes how we connect with another, enabling us to feel felt, become part of the
system, and we can change with the encounter. Siegel also posits that trust manifests as the

absence of fear.

These definitions of trust acknowledge our inherent capacity as trusting and connected be-
ings. Importantly, trust in these approaches is a state of being. It involves the being (or
existential) levels, which lie underneath behaviour, thoughts, emotions or primary impulses,
and beyond preferences and expectations.?® Trust can be eroded through negative experi-
ences in relations (interpersonal or with institutions)3®, but it can also be restored through
positive new experiences that overwrite the old, negative ones. Neuroplasticity, the brain’s
adaptability throughout adulthood, is a key factor in this transformation. The relevance of
these insights lies in how political institutions shape the environment individuals are hav-
ing experiences in. Policymakers can foster positive interactions, promoting trust-building
experiences. Humanistic psychology and the IPNB framework suggest that this can occur
when they are with integrity, authentic (or congruent), empathic and kind, able to be present
(and open), to attune and to resonate, and when they care for people’s safety, beyond mere
technical competence. Consequently, political institutions not only have the potential to en-
hance their own trustworthiness, but they also can influence individuals’ capacity for trust.

Of course, they bear only part of the responsibility for individuals’ ability to trust.

34The being levels are are typically disregarded in modern science. But they have been emphasized by
philosophers including some pioneers in economics such as Aristotle, Plato, Sokrates, Aquinas, Augustine,
Rousseau, Hegel, Spinoza, Smith, Mill, Marx, Fromm.

35Early interactions (and experiences) with primary caregivers exert particularly profound influence.
Childhood trauma and insecure attachment are prevalent phenomena contributing to this erosion of trust.
As children we depend on our caregivers for our survival, and our brains are still growing. 35%-45% of the US
population exhibits insecure (avoidant and ambivalent) attachment to a primary caregiver (where children
do not feel seen, soothed or safe) (Siegel 2022), 2/3 with at least one adverse childhood experience (i.e. phys-
ical or emotional abuse of neglect, violence in the household, addiction by at least one parent) (psychiatrist
Van der Kolk 2018/2015, pp. 175-179), which can lead to developmental trauma. There is also collective
trauma, which is overlapping with attachment issues. Individuals with such experiences often struggle to
feel safe and may lose trust, along with the capacity to be present, resonate, and attune, particularly when
triggered by stressful situations reminiscent of the original event, or even habitually. Traumatic experiences
get stored in implicit memory, inaccessible to conscious awareness. Consequently, individuals may struggle
to differentiate between present and past, and may even mistrust those who are trustworthy.

43



These new dimensions of trust are also interconnected with trust in individuals or institutions
due to shared values. For instance, humanistic psychologists and Siegel emphasize openness
and integrity, aligning with the OECD’s framework. And they cover additional qualities,
which may necessitate an emphasis on further values, such as the ability to be present, to
attune, and to resonate; kindness and compassion; authenticity (or congruence); or the care
for people’s safety. Values do not fall from the sky. They must be internalized and embodied.
Otherwise, they are merely empty statements. It is important to understand that values are
a reflection of people’s mindsets. From this viewpoint, it also becomes evident that the divi-
sion between values and competence is somewhat artificial. Put differently, living according
to deeper values necessitates the competency of the (broader) mind. What economists and
political scientists label as competence tends to be technical proficiency. In this paper, we

demonstrate that the boundary between values and competence is not always distinct.

While behavioral economics has firmly established itself within mainstream economics, yet
further insights from psychology, beyond behavioral psychology, remain to be integrated.
Surveys, now extensively employed by economists, can offer valuable insights into intangible

concepts such as trust and values.

A.3 Graphical illustration of the relationship between trust in the
ECB, the ECB’ trustworthiness, trust in political institutions, and

interpersonal trust

Figure 5 illustrates how trust in the ECB is linked to the ECB’s trustworthiness in terms of
(technical) competence and values as perceived by households; how generalized trust arises
from interpersonal relations, between citizens and policymakers, and between policymakers
who are thinking and feeling beings and have shared and individual values; and how it

intertwines with trust in political institutions more generally.
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Figure 5: A holistic approach to trust in the ECB
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A.4 Correlation between trustworthiness measures

In Table F1 we consider variables associated with perceived trustworthiness one by one.
The signs of the previously negative coefficients (of “Integrity”, “Honest communication”,
“Acts on broader concern” as well as “Provides sufficient information”) switch to positive,
and all variables are highly significant. This is not a sign of multicollinearity which would
imply that coefficients turn insignificant, but not from significantly negative to significantly
positive. Table F2 shows that the measures of trustworthiness as perceived by households
are mildly positively correlated, with correlation coefficients between 0.47 and 0.7. Variance
inflation factors (VIF) are all below 3, and only two are above 2.5, i.e. the VIF associated
with “Honest communication” is at 2.98, and that associated with “Accounts for broader

picture” is at 2.65. This confirms mild correlations only.
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Table F1: Regression analysis II: varying measures associated with perceived trustworthiness
of the ECB

Trust (a.1) (a.2) (a.3) (a.4) (a.5) (a.6) (a.7)
Expected economic growth 0.495%HFF  0.508%*F*  (0.528***  (.529%HF*  (.524%FF (0493 (521 HH*
(0.04)  (0.04)  (0.04)  (0.04)  (0.04)  (0.04)  (0.04)
Female 0.186***  0.226***  0.207*** (0.226%** (0.218%FF 0.175%F*F  (0.206%**
(0.06) (0.06) (0.07) (0.07) (0.07) (0.07) (0.07)
Age 0.011%FF  0.012%%*  0.011*** 0.010*** 0.012%%* 0.011*%**  0.011%**
(0.00)  (0.00)  (0.00)  (0.00)  (0.00)  (0.00)  (0.00)
Income 0.030%* 0.028** 0.036*** 0.034**  0.032**  0.025* 0.035%*
(0.01)  (0.01)  (0.01)  (0.01)  (0.01)  (0.01)  (0.01)
Education 0.011 -0.000 0.012 0.012 0.011 0.005 0.013

0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)
Trust in political institutions 0.440%%%  0.440%**  0.473%¥**  0.476***  0.475%FF  (0.452¥1%% (. 471HFH*

(0.01)  (0.01)  (0.01)  (0.01)  (0.01)  (0.01)  (0.01)
Find it easy to trust others 0.061%%*  0.065***  0.068*** 0.067*** 0.066*** 0.059*%**  0.066***

(0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)
Achieved price stability in past 0.222%**

(0.02)

Technocratic 0.201***
(0.01)
Provides sufficient information 0.087***
(0.01)
Integrity 0.065%**
(0.01)
Honesty communication 0.092%**
(0.01)
Accounts for overall picture 0.204***
(0.01)
Acts on broader concern 0.093***
(0.01)

Constant -0.573%**  _0.622*** -0.005 0.151 -0.103 -0.552*%** _0.007

(0.20)  (0.21)  (021)  (021)  (0.22)  (0.20)  (0.21)
Observations 3793 3793 3793 3793 3793 3793 3793
R? adj. 0.451 0.441 0.415 0.412 0.416 0.444 0.417

Notes: See notes to Table 3, specifications (1)-(9).
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Table F2: Correlation between measures of perceived trustworthiness of the ECB

Achieved price stability in past (a) 1

Technocratic (b) 0.554 1

Provides sufficient information (¢) 0.473 0.573 1

Integrity (d) 0.429 0.548 0.609 1

Honest communication (e) 0.504 0.635 0.661 0.703 1

Accounts for overall picture (f) 0.557 0.685 0.607 0.591 0.674 1

Acts on broader concern (g) 0.486 0.551 0.608 0.596 0.654 0.629 1

A.5 Investigating further into generalized trust

In this appendix, we aim to enrich our understanding of “generalized trust”. “Find it easy
to trust others” (statement (h)) served as our core measure of people’s ability to trust, and
we now compare it with other related measures. These additional measures encompass trust
in life, self-trust, fears, and compensation mechanisms which serve to avoid these fears (and
uncertainty and relations) and which prevent trust. Rooted in humanistic psychology and
a systems perspective of the mind, these concepts offer complementary insights into the
multifaceted nature of trust, and they may equally influence trust in political institutions
including central banks, see Appendix A.2. We anticipate that participants’ responses may
vary based on their interpretations, personal experiences, and willingness to acknowledge
these nuanced aspects of (lack of) trust. Through this exploratory analysis, we aim to shed

light on the broader landscape of trust and individuals’ capacity to trust.

We presented participants from Wave 42 of the survey with the following question:
People’s ability to trust / generalized trust. “On a scale from 0 to 10, to what extent
do the following statements describes you?” where 0 refers to “Not at all” and 10 refers to
“Fully”.

(j) I take things as they come. Take things as they come

(k) I tend to rely on my own intuition. Rely on my own intuition

(1) T normally like to plan and be in control of the situation. Like to plan and be in
control

(m) I tend to rely on statistics or scientific knowledge. Rely on statistics or science

(n) I tend to consider myself an anxious person. Consider myself an anxious person
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(j) reflects the ability to trust in life in general,*®, as it it or as it unfolds, and (k) the ability
to trust oneself. On the other hand, (n) captures fear (or anxiety, which we use here syn-
onymously) which is incompatible with trust. (1) represents mechanisms aimed at avoiding
uncertainty (and making ourselves vulnerable). One mechanism is to control, and a way
to control is by making plans. There is nothing wrong with making plans. However, when
plans are made primarily to exert control, especially in excess, it often indicates a deficiency
in trust. Moreover, we may turn to statistics and scientific data (m) when we anticipate that
they will aid us in forming a more accurate assessment of the trustworthiness of individuals
or institutions. However, excessive reliance on factual information and technical data can
also signify a lack of trust, serving as a compensatory mechanism.?” The underlying mo-
tivation for households to utilize (or abstain from using) statistics and science is not clear
a priori. The sign of the correlation with “Find it easy to trust others” is also ambiguous
for (k). Some respondents may realize that a strong trust in themselves (or their intuition)
correlates with a robust trust in others and life in general. The other part might interpret

738 Consequently, we an-

the statement as: “I better rely on myself, rather than on others.
ticipate an unequivocally positive correlation between (j) and individuals’ capacity to trust,
including our core measure (h). Conversely, (1) and (m) are likely to exhibit negative corre-
lations. The relationships for (k) and (m) remain uncertain and contingent upon individual

experiences and perspectives.

In Figure 6 we present moments of additional generalized trust measures, along with our
baseline measure (“Find it easy to trust others”). The picture across measures is somewhat
inconclusive. We find highest values for “Like to plan and be in control” and lowest values
for “Consider myself an anxious person”, which is perhaps most difficult to admit (to others
and oneself). Correlations among measures are quite low, see Table F3. Lack of a clarity is

an important finding by itself.

36When Issing [2000], in his statement which we cited in Section 2.1, referred to “trust in the future”, he
may have meant something similar.

37This dynamic can be understood as follows: “the less confident I feel in my ability to trust another person
(not necessarily due to their lack of trustworthiness, but perhaps because I am unable to resonate, attune
or be present), the more inclined T am to seek out factual information and data about them. Subsequently,
I will base my decision on whether I get vulnerable and trust or not on this gathered information.”

38This tendency often reflects avoidant attachment, a pattern stemming from a caregiver’s physical or
emotional absence. In such cases, the child learns to fend for themselves, projecting an illusion of indepen-
dence to their environment (and themselves). This inclination suggests a reduced propensity for trust in
general. Individuals who have undergone such experiences often fail to recognize that, deep down, they lack
trust in themselves. Instead, they assert unwavering self-reliance, masking the suppression of painful emo-
tions stemming from difficult early experiences. These emotions become enshrined in their implicit memory,
shielded from conscious awareness. Consequently, what they report may diverge from their true feelings, as
they may either be unaware of their inner discord or conform to societal expectations.
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Figure 6: Factors related to people’s ability to trust / generalized trust
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Note: The figure shows medians (lines), means (circles), interquartile ranges, minima and maxima as well as outliers (dots)
of the variables. Outliers are defined as observations exceeding 1.5 times the interquartile range.

Table F3: Correlations between measures of generalized trust

Find it easy to trust others (a) 1

Take things as they come (b) 0.207 1

Rely on my own intuition (c) 0.001 0.171 1

Like to plan and be in control (d) -0.095 -0.082 0.233 1

Rely on statistics or science (e) 0.309 0.071 -0.161 0.063 1

Consider myself an anxious person (f) -0.022 -0.062 0.141 -0.004 0.050 1
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Table F4: Regression analysis IV: varying measures associated with people’s ability to trust

Trust (A1) (A2) (A3) (A4) (A5) (A6)
Expected economic growth 0.4729FF 0.475%F% 0.470%**  0.472%FF  0.476%FFF  0.461FFF
(0.04)  (0.04)  (0.04)  (0.04)  (0.04)  (0.04)
Female 0.208%F*%  0.243%%*  0.210%**  (0.205***  0.208%**  0.240%**
(0.06)  (0.06)  (0.06)  (0.06)  (0.06)  (0.06)
Age 0.012%F%  0.013%**  0.012***  0.012*¥**  (0.012*%**  0.015%**
(0.00)  (0.00)  (0.00)  (0.00)  (0.00)  (0.00)
Income 0.026** 0.025* 0.028** 0.027** 0.027** 0.024*
(0.01)  (0.01)  (0.01)  (0.01)  (0.01)  (0.01)
Education -0.002 -0.018 -0.008 -0.002 -0.004 -0.020
(0.01)  (0.02)  (0.01)  (0.01)  (0.01)  (0.02)
Trust in political institutions 0.434%FF%  0.408%F*  (0.432%**  (.432%**  (0.435%FF  (.387FF*

(0.01)  (0.02)  (0.01)  (0.01)  (0.01)  (0.02)
Achieved price stability in past 0.173%%%  0.175%**  0.173%**  0.171%%F  0.172%%*%  0.176%**
0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)

Technocratic 0.122%FF  0.103***  0.119***  (0.120%**  0.121*%%F  0.103%**
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Provides sufficient information -0.048%FF  -0.048%FF  -0.047FF  -0.047FF  -0.048***  _0.044**
0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)
Integrity -0.047*F% _0.046%FF  -0.046%FFF  -0.047FF*  _0.047*F*¥*  -0.045%F*
0.02)  (0.02)  (0.02)  (0.02) 0.02)  (0.02)
Honest communication -0.062***  -0.063*** -0.063%** -0.064*** -0.063*** -0.063***
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Accounts for overall picture 0.168***  0.166***  0.169***  0.169***  0.169***  0.164***
0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)
Acts on broader concern -0.027 -0.022 -0.027 -0.026 -0.026 -0.023
0.02)  (0.02)  (0.02)  (0.02)  (0.02)  (0.02)
Find it easy to trust others 0.049***
(0.02)
Like to plan and be in control -0.033* -0.020
(0.02) (0.02)
Rely on statistics or science 0.069*** 0.064***
(0.02) (0.02)
Rely on my own intuition -0.044*** -0.047***
(0.02) (0.02)
Take things as they come 0.030%* 0.028**
(0.01) (0.01)
Consider myself an anxious person -0.001 -0.005
(0.01) (0.01)
Constant -0.396 -0.854***  _0.306 -0.809***  _0.623*** _0.638**
(024)  (021)  (0.24)  (0.22) (021)  (0.28)
Observations 3793 3793 3793 3793 3793 3793
R? adj. 0.471 0.474 0.471 0.471 0.470 0.477

Notes: See notes to Table 3, specifications (1)-(9).
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Subsequently, we substitute “Find it easy to trust others” with each of these supplemen-
tary measures in our baseline regression (5), Table 3. Notably, “Like to plan and be in
control” and “Take things as they come” exhibit significant entries into the regression, with
negative and positive coefficients, respectively (Table F4). Hence, there is some consistency
across these measures, including our core generalized trust measure. However, “Consider
myself an anxious person” proves insignificant, possibly due to hesitance to admit anxiety
among respondents. “Rely on my own intuition” yields a highly significant negative coeffi-
cient, implying a predisposition towards self-reliance, indicative of an avoidant attachment
pattern or an emphasis on autonomy (falsely called “liberal” by some). Furthermore, indi-
viduals who indicate a propensity to rely on statistics or science demonstrate elevated trust
in the ECB, aligning with the positive regression coefficient of " Technocratic.” This result
suggests that households employ statistical and scientific analysis to assess trustworthiness,
reaffirming the importance of technical competence. Finally, we incorporate all variables
associated with trust capability simultaneously into the regression (Table F4, specification

(A6)). While the overall findings are largely upheld, there is some attenuation in significance.

How large is the group of households who are able to trust in general and provide answers
that are consistent across measures? And who are they? We consider two groups. We define
“High ability to trust 1”7 as: “Like to plan and be in control”, “Consider myself an anxious
person” smaller than or equal to 5 and “Find it easy to trust others”, “Take things as they
come” greater than or equal to 5. And we define “High ability to trust 2” as: “Like to plan
and be in control”, “Consider myself an anxious person” smaller than or equal to 4 and “Find
it easy to trust others”, “Take things as they come” greater than or equal to 6. There is only
a relatively small share of households who consistently report a high ability to trust. 208
households or 5% of the sample of households has a “High ability to trust 1”7, and 43 house-
holds or 1% of all households has a “High ability to trust 2”. These low numbers are broadly
in line with findings by development psychologists for “mature (or integral) consciousness”
which would imply high trust (in oneself, life and each other), ability to deal with uncer-
tainty, high consciousness, absence of fears or at least awareness of fears, of trust issues and
of the attachment background etc. (see Cook-Greuter 2014, Kegan 1994, p. 195, Smith 2017).

Who are those? Table F5 shows that the middle-aged respondents are disproportionately
reporting a higher ability to trust, while the opposite is true for the older respondents. This
is different from the literature, which typically finds that interpersonal trust in OECD coun-
tries rises with age (Murtin et al. 2018). This observation may be linked to the historical

context of the survey participants, who primarily hail from Germany. Many older individuals
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have firsthand experiences or are descendants of those who experienced significant upheavals
such as World War II (or even World War I). Such traumatic experiences can be transmitted
across generations but tend to attenuate over time, unless re-traumatization takes place.
The finding is also not inconsistent with the increase in interpersonal trust in Germany due
to a decline in the proportion of individuals with direct experiences of World War 11, as
shown in Figure 1. Additional factors such as overall economic and political stability, social
cohesion and Germany’s cultural emphasis on honesty, reliability, and social responsibility
may have played a role as well. Scholars such as Alesina and La Ferrara [2002], Putnam
[2000], and Uslaner [2002] have shown that such factors matter for generalized trust. It still
is remarkable that the older have relatively high trust in the ECB, even though more gen-
erally, they trust less. Finally, there is a (very small) group of highly educated households
that have very high and consistent ability to trust (“High ability to trust 27).

Overall, our findings reveal a diverse and multifaceted understanding of trust among house-
holds, underscoring its complexity and the limited depth of comprehension by the house-
holds - an interesting finding in itself. One explanation of this observation is the prevailing
mechanical (Newtonian) worldview. In particular, there remains a significant gap among
households in understanding the interplay between trust in others, trust in life, trust in one-
self, and the defense mechanisms used to avoid uncertainty and interpersonal connections.
Future research effort could focus on gaining a deeper insight into the various dimension
of generalized trust and the perspectives individuals might hold (stemming from their past
experiences) regarding trust. It would be interesting to not only explore how these views

interact with institutional trust, but also how they can be effectively elicited within surveys.
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Table F5: Shares of observations in those with high ability to trust, in %

Total High ability High ability
to trust 1 to trust 2

Female 37.1 36.5 34.9
Male 62.9 63.5 65.1
Age (16-24 years) 2.3 2.4 2.3
Age (25-60 years) 53.1 66.4 69.8
Age (> 60 years) 44.6 31.3 27.9
Income (< 2,500 Euros) 11.6 10.5 11.6
Income (2,500-6,000 Euros) 62.0 60.0 55.8
Income (> 6,000 Euros) 26.4 29.5 32.6
Education (no degree or in training) 2.5 2.9 0.0
Education (less or equal techn. or comm. college)  51.8 53.9 46.5
Education (bachelor degree) 154 11.5 11.6
Education (graduate degree) 30.3 31.7 41.9
East (1989) 18.0 16.0 10.8
West (1989) 82.0 84.4 89.2

Notes: Education (less or equal techn. or comm. college) refers to apprenticeship, vocational school, technical or commercial
college. “High ability to trust 1” is defined as “Like to plan and be in control”, “Consider myself an anxious person” smaller
than or equal to 5 and “Find it easy to trust others”, “Take things as they come” greater than or equal to 5; as well as
“High ability to trust 2”, defined as “Like to plan and be in control”, “Consider myself an anxious person” smaller than
or equal to 4 and “Find it easy to trust others”, “Take things as they come” greater than or equal to 6.
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