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Abstract

Weak state control might breed corruption, crime and confusion among the population about
the pro-social behaviour to adopt. This is valid especially in a geopolitical arena under state
capacity building like the Palestinian one. We recall the concept of psychological contract
theory from organisational behaviour and we argue that there exists a psychological contract
between the institutions and the citizens based on mutual obligations. A decrease in trust in
the institutions would lower the perceived obligations of the citizens toward the institutions
with a negative impact on the individuals’ cooperative behaviour. The main concern of this
work is to address one crucial unquestioned issue: do all institutions have the same impact on
pro-social behaviour? The context of analysis refers to the Palestinian Territories. This issue
becomes essential in a context under state capacity building where different forms of
institutions (political civil, domestic and international) and governance (institutional and
community) tend to coexist and overlap systematically. The analysis will make an extensive
use of a unique survey data on social capital in West Bank and Gaza Strip collected and
developed in the Nasr and Hilal (2007) study. The survey contains several sections with
opinions regarding trust, shared values and norms. The relations between institutional trust
and prosocial behaviour will be detected by employing a structural equation modelling.
Preliminary finding shows that international institutions play only a secondary role for
Palestinians. On the contrary, Palestinians rely only on domestic institutions, political
institutions, clans and the rule of law, for fulfilling the terms and conditions of the
psychological contract. We believe that this is a crucial message for the parts involved in a
state capacity building process
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1. Introduction

Prosocial orientation individuals tend to be natural co-operators, trying to maximise the joint
outcome even under the condition of incurring in personal costs (Bogaert et al 2003). Weak
state control might breed corruption, crime and confusion among the population about the
pro-social behaviour to adopt. This is valid especially in a geopolitical arena under state
capacity building like the Palestinian one.

We recall the concept of psychological contract theory from organisational behaviour and we
argue that there exists a psychological contract between the institutions and the citizens based
on mutual obligations (Rousseau 1989). A decrease in trust in the institutions would lower
the perceived obligations of the citizens toward the institutions with a negative impact on the
individuals’ cooperative behaviour (Aselage et al 2003).

The main concern of this work is to address one crucial unquestioned issue: do all institutions
have the same impact on pro-social behaviour? The contexts of analysis are the Palestinian
Territories. This issue becomes essential in a context under state capacity building where
different forms of institutions (political, civil, domestic and international) and governance
(institutional and community) tend to coexist and overlap systematically.

The analysis will make an extensive use of a unique survey data on social capital in West
Bank and Gaza Strip collected and developed in the Nasr and Hilal (2007) study. The survey
was administered to a representative sample of 2508 Palestinians in June and July 2007 by
the Palestinian Central Bureau of Statistics and it contains several sections with opinions
regarding public spirit, trust, shared values and norms.

The relations between institutional trust and prosocial behaviour are detected by employing
structural equation modelling (SEM). The model is based on a combination of measurement
and structural path models. This technique facilitates a more robust construction of latent
variables such as prosocial attitudes and trust by taking into account measurement errors. The
construction of the SEM follows the standard two-step approach. In the first step we develop
the measurement model where unobserved attitudes such as trust and pro-social behaviour are
estimated. Each latent variable is estimated through a number of attitudinal items provided by
the survey. In the second step we complete the model by including the structural part where
the relationships between the latent and the observed variables and between the endogenous
latent variables and the exogenous one are estimated. The model is subject to a model fit
evaluation analysis based on a combination of goodness-of-fit indices: absolute fit indices
and relative or comparative fit indices (Kline 2005). The latter category of fit indices tests the
validity of the specified model in comparison with the baseline (or independent) model
(Bentler 1989; Schumacker et al 2004).

Preliminary finding shows that international institutions play only a secondary role for
Palestinians. On the contrary, Palestinians rely mainly on domestic institutions, political
institutions, clans and the rule of law, for fulfilling the terms and conditions of the
psychological contract. We believe that this is a crucial message for the parts involved in a
state capacity building process. These findings can suggest important policy
recommendations. If between citizens and State there exists a psychological contract of
loyalty, under a state capacity building process this contract is under a permanent state of



emergency. State accountancy is, then, one of the building blocks of this contract. Hence,
these findings can suggest insights about which institutions suffer more of lack of
accountancy and what type of consequences this might have with respect to pro-social
attitudes. Indubitably, this structural path relationship can provide an important contribution
in delineating the role of the social and institutional economic factors in the road map of the
state capacity building process.

The paper is structured as follows: section 2 provides a theoretical discussion about the
concept of psychological contract and the relationship between institutional trust and
prosocial behaviour within this contract; section 3 describes the methodology; section 4
presents the data, the model and the discussion of the findings; section 5 concludes.

2. Psychological contract, trust in institutions and prosocial
behaviour

There is an ongoing debate across several social sciences disciplines about the key
determinants of proself and prosocial behaviours. We can think at the proself oriented
individuals in terms of self-interest agents who try to maximise their individual outcomes in
the classical one-shot prisoner dilemma where both players will choose the non-cooperative
strategy. Unlike proselfs, prosocials are individuals acting to help others even under the
condition of incurring in personal costs (Bogaert et al 2008). So they play in order to
maximise the joint outcomes by opening room to mutual cooperation and violating the
classical prisoner dilemma solution. The reasons of their cooperative behaviour can be
attributed to mechanisms of strong reciprocity (Bowles and Gintis 2002) or to social norms
and values internalised in the community where the social exchange takes place (Kandory
1992; Putnam 1993 and many others). In both of the cases altruistic co-operators are aware of
the risk of exploitation. If continuous exploitation occurs then they are likely to stop from a
cooperative strategy. In this sense signalling of trust can be important moderators of
cooperation (Bogaert et al 2008).

A growing literature interested on the relationship between trust and prosocial behaviour has
brought about some peculiar empirical evidence. For instance, Irwin (2009) shows that in
collectivistic societies, institutional trust is a stronger predictor of pro-social behaviour than
generalised trust. In support of his empirical findings, he argues that a collectivistic society
(Arab society is a good example) is based on strong rather than weak ties (typical of
individualistic society®). This implies that a collectivistic society is endowed of a strong sense
of in-group reciprocity and trust but not out-group. Indeed if social sanctions are more likely
to be effective within the group, monitoring and punishment of strangers is more likely to be
effective when institutions take action. This is why generalised trust breaks down and it
becomes a weaker predictor of pro-social behaviour compared to institutional trust (Irwin
2009). Hence, “institutional trust can promote prosocial behaviour among strangers

! The literature in general refers to individualistic societies Western cultures and to collectivistic societies Asian,
Latin American and Arab cultures (Hofstede 1991; Buda 1998)



regardless of whether or not individuals believe that others have benign intentions” (Irwin
2009, p.173). On a similar line Devos, Spini and Schwarz (2001), Hofstede (1991) and
Triandis (1995) suggest that trust in institutions promotes pro-social behaviour (based on
conformity, security and traditions) and cooperation with strangers in a collectivistic society.
According to the definition of William et al (2010, p.251) institutional trust refers to
“individuals trust on large organisations or institutions made up of people with whom they
have low familiarity, low interdependency and low continuity of interaction” (Lewicki &
Benedict-Bunker 1995; Marguire & Phillips 2008)”. Even though the interaction between the
individuals and the institutions is not continuous, this is based on a long run rather than on
harm-length relationship. This allows institutions and individuals to engage in social
exchanges and shape the nature of their relationship.

The social exchange process requires a certain degree of reciprocity between the parties. This
sense of reciprocity is somehow linked with the element of trust. For instance, Costigan, llter
and Jason (1998) and Marguire & Phillips (2008) claim that individuals trust institutions
under the expectations that institutions will act according to goodwill. In organisational
behavioural science this mechanism is explained in a more structural way through the
psychological contract theory. This theory finds its theoretical framework on the relationship
between organisations and their members and mainly between employer and employee
(Rousseau 1989). The psychological contract theory states that in the employer-employee
relationship, the social exchange process is based on norms of reciprocity embedded in a
psychological contract that the employee “stipulates” with the organisation (Aselage and
Eisenberg 2003). This contract implies reciprocal expectations existing between the parties
(Roussau 1989) such that employees form beliefs about the resources that are obliged to
provide to the organisation and that the organisation has to provide to the employees in return
(Aselage et al 2003). Schein (1980) considers this psychological contract a key determinant
of the employees’ attitudes and behaviours. The trust of the employee in the organisation
becomes the major fuel for this contract to run and to be respected. If this trust decreases, due
to broken expectations or real or perceived contract breaches, also employees’ efforts and
cooperative behaviour to help the organisation reduce (Aselage et al 2003).

Whether or not the organisation is limited to an employer or to a more complex system of
institutions, the social exchange between the organisation and its members is facilitated in the
presence of trust. In the tax morale literature, Feld and Frey (2002) argue that there exists a
psychological contract between taxpayers and government that involve loyalty. This contract
can be maintained through trust. Well functioning institutions augment institutional trust in
the citizens with a positive impact on their cooperative behaviour. This theoretical
perspective finds support in a large variety of empirical evidence. For instance, an increasing
number of works on tax morale reports a positive impact of institutional trust on tax
compliance across different contexts, Latin America (Torgler 2005b); Switzerland (Torgler
2005a) and Europe (Lago Penas et al 2010). In these cases, institutional trust refers to trust on
formal organisations including trust in government (Torgler 2004; Torgler and Schneider
2007), trust in the President (Torgler 2005a; 2005b), trust in the Parliament (Martinez-
Vasquez and Torgler 2009) and trust in the legal system (Torgler and Schneider 2007). Other
cross-country studies report that the size of the shadow economy reduces when the trust in
government and in the civil servants increase (D’Hernoncourt and Meon 2012), while trust in



the court reduces the perception of corruption in terms of use of bribes in 12 Sub-Saharan
African countries (Attila 2012).

In the Palestinian context the trust in institutions cannot be limited to the formal organisations
represented by the government, the parliament and the court. The particular geopolitical
condition of the Palestinian Territories requires the consideration of two other main
organisations: the international civil society and the Palestinian clans.

The international civil society occupies an important role in the Palestinian economy.
Palestinians are probably the largest per capita recipients of international aid (Lasensky
2004). International donors as well as international organisations provide first aid in different
sectors from education to food security.

The clans are one of the expressions of the long tradition of the Palestinian community
governance. In the Palestinian Territories the clans (hamail) are sort of family associations
whose members do not necessarily need to be related. Usually these associations group
several extended families that might be connected through a common tribal father, fictive or
real, dating back several generations (Crisis Group 2007). The role of the clans can be
compared to the role of a social-based institution in which the community governance
becomes active and recognised somehow at the same level (if not sometimes more) of an
official institution. In fact, the clan provide protection to its members in exchange of
obligations and loyalty (Landinfo, 2008). For instance, alongside with the official court
system, there is a traditional conflict resolution system based on a mediation committee
whose members are not judges but mediators. This system is more likely to occur in case of
conflicts where members of different clans are involved.

3. Methodology

The relationship between trust in institutions and prosocial behaviour will be estimated by
using structural equation modelling (SEM).

The construction of the SEM follows the standard two-step approach: in the first step we
develop the measurement models and in the second step we include the structural path model.
The measurement model is a common approach to estimate unobserved attitudes or, more
commonly called, latent variables. The latent variables are variables that do not have
available observations in a give study (Raykov and Marcoulides 2006). In our case, the latent
variables estimated are: trust in formal institutions, trust in civil institutions and prosocial
behaviour. Each latent variable is estimated through a number of attitudinal items provided
by the survey (see measurement models for further details). The measurement model allows
residuals or errors to correlate and allows the correlation among the latent variables.

The structural path model estimates the relationships between the latent and the observed
variables and between the endogenous latent variables and the exogenous one (figure 1).



Figure 1 Structural Model
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The model in figure 1 shows that Prosocial behaviour (Prosocial) is an exogenous latent
variable with respect to five crucial indicators: Trust in Political Institutions, trust in clan
(trust_clan), the rule of law (rule_law), generalised trust (gt) and the Trust in Civil
Institutions.

Notice that the trust in political institutions and the trust in civil institutions correspond to two
endogenous latent variables (see measurement model for more detail).

The model is subject to different robustness checks based on a combination of goodness-of-
fit indices: absolute fit indices and relative or comparative fit indices (Kline 2005). The latter
category of fit indices tests the validity of the specified model in comparison with the
baseline (or independent) model (Bentler 1989; Schumacker et al 2004).

The advantages to conduct our analysis through the SEM are at least three.

First of all, the model takes into account measurement errors of the observed variables and of
the exogenous variable. This becomes important especially when several unobservable
characteristics are included in the model analysis.

Secondly, the model allows for multivariate correlations. This means that the endogenous
variable can correlate without suffering of multicollinearity problems. In other words, when
we estimate the impact of trust in formal institutions and trust in civil institutions on prosocial
behaviour, the two variables of trust can correlate. In a context like the Palestinian one, the
independency assumption of the variables trust, as it would be in the case of an OLS analysis,
would deprive the analysis of important information.



Finally, SEM allows the construction of the latent variables through a psychometric
approach. This implies that the construction of the latent variable has to be validated through
several tests of goodness-of-fit in the measurement models. In this way the unobservable
indicator results less arbitrary.

4. Data and Analysis

The contexts of analysis are the Palestinian Territories. The analysis will make an extensive
use of a unique survey data on social capital in West Bank and Gaza Strip collected and
developed in the Nasr and Hilal (2007) study. The survey was administered to a
representative sample of 2508 Palestinians in June and July 2007 by the Palestinian Central
Bureau of Statistics and it contains several sections with opinions regarding public spirit,
trust, shared values and norms.

The sections of the survey we are particularly interested are essentially the sections titled
“Trust” and that one titled “Shared values and norms”

The first one list a number of questions about generalised trust and trust in several institution
including family clans, formal organisations (government, parties, parliaments and so on) and
civil organisations (donors, international organisations and international organisations like
United Nations). We will discuss these items more in details in the section dedicated to the
measurement models.

The section of the survey on shared values and norms list a number of questions on
behavioural items relative to the use of bribery, the respect of traffic rules and so on. This
section list also a specific question about the importance of the rule of law.

4.1 Measurement Model: Prosocial Behaviour

Prosocial behaviour is a latent variable measured through a combination of different items
reflecting the public opinion of the respondents on a series of potential behaviours adopted by
other people. The questionnaire provides a list of behaviours under the following statement:
In your opinion can you justify these behaviours by other people?” The list of behaviours
includes

- Absence from work without reasonable reasons (work)

- Bribery at work (bribe)

- Assenteism in elections (assenteism)

- No commitment to traffic rules (traffic)

- Buying stolen products (stolen)

The answer of the respondents follows a scale (1-3) in the order of 1l can justify it”, 2 “I can
justify it sometimes”, 3 “I can’t justify it at all”. \We interpret this scale as follows: the higher



the rank, the higher is the prosocial behaviour of the respondent. Table 1 shows a descriptive
summary of the behavioural items

Table 1 Summary Statistics of the behavioural items

Variable Obs Mean  Std. Dev. Min Max
work 2435 2.712526  .5721444 1 3

bribe 2435 2.95154  .2566148 1 3
assenteism 2435 2.288706  .7750313 1 3
traffic 2435 2.835318 4178449 1 3
stolen 2435 2.871458  .3965579 1 3

All the behavioural items show a quite high score. Table 2 shows the correlation matrix. All
the behavioural items are positively and significantly correlated at 1% significance level

Table 2 Correlation Behavioural Items
work  bribe assent~m traffic stolen

work 1.0000
bribe 0.2353  1.0000
assenteism 0.2336  0.1344 1.0000
traffic 0.3346  0.2244 0.2826  1.0000
stolen 0.1684 0.2860 0.2424 0.3557  1.0000

We apply a standard measurement model to analyse the relationship between the observed
behavioural items and an unobservable components that we call prosocial. The measurement
model in figure 2 indicates that each observed measure shares an unobserved component that
we call prosocial



Figure 2 Measurement Model — prosocial
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Due to a large sample size and to a not multivariate normally distribution, in order to achieve
a better empirical fit, the measurement model is estimated by suing a Generalised Least
Square estimation method as suggested by Olsson et al (2000).

Table 3 shows a positive and a highly significant correlation (1% significance level) between
the unobserved factor prosocial and the behavioural items and in most of the cases the
standardised regression weight is above 0.5.

Table 3 Regression Weights

Estimate S.E. C.R. P Label
stolen <--- Prosocial 1.000
traffic <--- Prosocial 993 .073 13.649 *** par_1
assenteism <--- Prosocial 1.273 .110 11.619 *** par_2
bribe <--- Prosocial 409 .032 12.876 *** par_3
work <--- Prosocial 1.250 .089 14.043 *** par 4

*** 1% significance level

The Squared Multiple Correlations indicate that the unobservable factor prosocial
significantly explains more than 30% of the observed variables work, traffic and stolen
(almost 40% in this case) and almost 20% of the remaining behavioural items.

As warned by Kline (2005) and by Templaar et al (2007) due to a large sample size the Chi
Square tends to reject any formal test of significance. For this reason, like in Templaar et al
(2007) we rely on alternative fit model indices.
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Table 4 Model Fit Indicators

Indicator CIMN/DF RMSEA GFlI AGFI NFI CFl
Level in this 3.67 0.038 0.997 0.988 0.969 0.977
analysis
Minimum
Th,rjjg‘,o'd 5< 0.08< 0.9 0.9 0.9 0.9

Table 4 lists the fit indices. All the levels of the relative fit indicators are above the minimum
threshold and all the levels of the absolute fit indicators are below the limit threshold level.
The reliability analysis shows a Cronbach’s Alfa of almost 0.6.

4.2 Measurement Model: Trust in Institutions

The questionnaire reports several “trust” items assessing the level of trust of the respondent
on different institutions. We use these items to estimate two main unobservable factors of
trust. The first one refers to the so called trust in political institutions (Chang 2006, Andersen
2003) including trust in government (trust gov), political parties (trust parties), local
government (trust_localgov), president (trust president), parliament (trust_parliament),
juridical system (trust_juridical) and police (trust_police). The second one refers to the trust
in civil institutions (Chang 2006) including trust in international donors (trust_donors),
international organisations related to UN (trust_un) and international organisations not
related to UN (trust_intorganisation).

The Palestinians’ trust on institutions is assessed through the following question: “How is
your trust for these institutions?” The answer of the respondents follows a scale (1-4) in the
order of 1”lot of trust”, 2”’somehow trust”, 3”little trust”, 4’no trust”. We re-scale the order
such that the scale 1 corresponds to no trust and the scale 4 to lot of trust so that we can
interpret the high score with the high institutional trust of the respondent.

Table 5 shows the summary statistics of all the trust items and table 6 and table 7 the relative
correlation matrix.




Table 5 Summary Statistics of the Trust Items

Variable Obs Mean  Std. Dev. Min Max

trust gov 1992 2.013052  1.005175 1 4
trust part~s 1992 2.006526  .9350895 1 4
trust loca~v 1992 2.450301  .9569014 1 4
trust parl~t 1992 2.1490% .99186 1 4
trust pres-t 1992 2.203815  1.018476 1 4
trust juri-~1 1992 2.403112  .9909943 1 4
trust police 1992 2.433233 9975157 1 4

trust un 1992 2.239458  1.033536 1 4
trust into~n 1992 2.145582  .9850161 1 4
trust donors 1992 2.242972 1.067393 1 4

Table 6 Correlation Matrix of the Trust Items in Political Institutions

tru~ gov trust~es tru~lgov tru~ment tru~dent trust ~1 trust ~e

trust gov
trust part~s
trust loca~v
trust parl~t
trust pres~t
trust juri~l

trust police

O O O O O O

.0000
5519
.4033
. 0086
.3354
3275
3144

.0000
L2772
5037
4606
.3435
3981

OO O O O

1.0000
0.4949
0.3325
0.4165
0.3438

1.0000
0.4010
0.4304
0.3520

1.0000
0.5356
0.5221

1.0000
0.5005

1.0000
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Table 6 shows that all the trust items in political trust are positively correlated one to another.
The correlations are significant at 1% significance level in all cases.



Table 7 Correlation Matrix of the Trust Items in Civil Institutions

trust un trust~on trust~rs

trust un 1.0000
trust into~n 0.7038 1.0000
trust donors 0.6652 0.6738 1.0000

12

Table 7 reports that all the items of civil trust are positively correlated. All the correlations

are significant at 1% significance level.

The measurement model is estimated on basis of the GLS estimation methods and the model

design is presented in figure 3

Figure 3 Measurement Model — Trust in Institutions
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The upper side of the model indicates that each observed trust item in “political” institute
shares an unobserved component of institutional trust. Similarly, in the bottom side of the
model each observed item of trust shares an unobserved component of trust in civil

institutions. The two later variables are linked by a covariance double headed arrow.

The regression weights estimations of the measurement model are indicated in the table 8. All
the relationships between the latent variables and the observed factors are positive and

significant at 1% significance level.
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Table 8 Regression Weights — Trust in Institutions

Estimate S.E. C.R. P Label
trust_juridical <--- Trust Political_Institutions 1.274 061 20.791 *** par_1
trust_president <--- Trust Political_Institutions 1.379 .068 20.159 *** par 2
trust_parliament <--- Trust Political_Institutions 989 .047 20.941 *** par_3
trust_localgov <--- Trust Political_Institutions 1.000
trust_parties <--- Trust Political_Institutions 1.056 .051 20.908 *** par_ 4
trust_gov <--- Trust Political _Institutions 814 .048 17.064 *** par 5
trust_police <--- Trust Political_Institutions 1.169 .062 18.963 *** par_6
trust_donors <--- Trust Civil_Institutions 1.000
trust_intorganisation <--- Trust Civil_Institutions 996 .028 35.387 *** par_7
trust_un <--- Trust Civil_Institutions 1.020 .028 35.802 *** par 8

The standardised total effect of the latent variable of trust in political institutions on the trust
items are in general largely above 0.5 except in the case of trust in government which is about
0.46. The standardised regression weights of the latent variable of trust in civil institutions on
the trust items are largely above 0.7 (table 9).

The covariance between the latent variables is significant at 1% significance level

Table 9 Standardised Total Effect of the Latent Variables on the Observable Factors

Trust Civil_Institutions  Trust Political_Institutions
trust_un .829 .000
trust_intorganisation .849 .000
trust_donors .789 .000
trust_police .000 .666
trust_gov .000 461
trust_parties .000 .642
trust_localgov .000 596
trust_parliament .000 .566
trust_president .000 .766
trust_juridical .000 127

The Squared Multiple Correlations in table 10 indicate that trust in civil institutions can
explain more than about 62% of trust in donors, almost 69% of trust_un and 72% of
trust_intorganisation. Trust in political institutions can explain in general a very good
proportion of each trust items with a lower performance in the case of trust in government.
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Table 10 Squared Multiple Correlations

Estimate
trust_un .688
trust_intorganisation 721
trust_donors .622
trust_police 443
trust_gov 212
trust_parties 412
trust_localgov .355
trust_parliament .320
trust_president .586
trust_juridical 529

In terms of goodness-of-fit of the model, table 11 reports that all the levels of the relative fit
indicators are above the minimum threshold and all the levels of the absolute fit indicators are
below the limit threshold level.

Table 11 Model Fit Indicators

Indicator | CIMN/DF | RMSEA GFI AGFI NFI CFI
Level in this 4.22 0.042 0.988 0.975 0.939 0.952
analysis
Minimum
Th[sjzlo'd 5< 0.08< 0.9 0.9 0.9 0.9

4.3 Final Structural Model

The final structural model integrates the measurement models of prosocial and trust in
institutions with an additional path analysis model where the observed variables are trust-
clan, rule-law and the binomial variable generalised trust (gt) assuming value 1 if the
respondent reply that “you can trust people in general” and 0 otherwise.

The variable trust_clan derives from the question what is the confidence that you have in
family clan? The corresponding reply options are scaled in the questions as follows: 1.Lot of
trust, 2.Somehow trust, 3. Little trust, 4.No trust. We re-scale the answers so that the value 4
corresponds to Lot of trust and the value 1 to No trust

The variable rule law derives from the question listed in the section “Shared values and
norms”. The question asks which is the importance of the rule of law? The reply options are
scaled as follows: 1.Very important, 2.Important, 3.Not important. We re-scale the answer
such that the value 1 corresponds to Not important and the value 3 to Very important.

In the final structural model the additional observed variable are considered predictors of
prosocial and they are correlated to the other latent variables of trust (figure 4).




Figure 4 Final Structural Model
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The final structural model is subject to tests of goodness-of-fit based on absolute as well as
relative indicators. Table 12 reports the fit indicators

Table 12 Model Fit Indicators for the Final Structural Model

Indicator CIMN/DF RMSEA GFl AGFI NFI CFlI
Level in this 3.018 0.033 0.980 0.969 0.90 0.902
analysis
Minimum
Threshold 5< 0.08< 0.9 0.9 0.9 0.9
level

All the indicators of fit satisfy the respective threshold minimum and maximum limits
Table 13 reports the regression weights of the final model and table 14 reports the

covariances.

09

e21



Table 13 Regression Weights of the Final Model
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Estimate S.E. C.R. P Label
Prosocial <... Trust . 044 019 2298 .022 par 20
Political_Institutions =
Prosocial <--- trust_clan .020 .012 1.690 .091 par_21
Prosocial <--- rule_law 140 .029 4779 *** par_22
Prosocial <--- Trust Civil_Institutions .009 .012 716 474 par_23
Prosocial <--- @qt .001 .024 .063 .950 par_32
Lo Trust
trust_juridical <--- Political_Institutions 1.223 .062 19.788 *** par_1
trust_president <--- Tru_st_ I 1.302 .067 19.464 *** par 2
- Political_Institutions -
trust_parliament <--- Tru_st_ I 972 .047 20.739 *** par 3
- Political_Institutions -
Trust
trust_localgov <" Political_Institutions 1.000
trust_parties <--- Tru_st_ I 997 .050 20.132 *** par 4
- Political_Institutions -
Trust
trust_gov <--- Political_Institutions 787 .047 16.589 *** par_5
trust_police <... TTust - 1126 .061 18.354 *** par 6
- Political_Institutions -
trust_donors <--- Trust Civil_Institutions 1.000
trust_intorganisation <--- Trust Civil_Institutions 1.004 .029 34.657 *** par_ 7
trust_un <--- Trust Civil_Institutions 1.023 .029 35.123 *** par_8
work <--- Prosocial 1.000
stolen <--- Prosocial 812 .061 13.313 *** par_16
assenteism <--- Prosocial 1.143 .100 11.385 *** par_17
traffic <--- Prosocial .835 .066 12.637 *** par_18
bribe <--- Prosocial 333 .029 11.449 *** par_19
trust_juridical <--- rule_law -090 .062 -1.448 .148 par_33
trust_juridical <--- trust_clan 061 .025 2.458 .014 par_34
trust_donors <--- @qt 145 054 2.685 .007 par_35
trust_un <--- @qgt .085 .051 1.661 .097 par_36

The estimation in table 13 indicates that all the variables of trust are positive and significant
predictors of prosocial behaviour with the exception of trust in civil institutions and
generalised trust. Unlike trust in institutions, generalised trust is not significant. This
confirms previous findings discussed in the literature (Irwin, 2009 and Berigan et al, 2011).

Trust in political institutions and rule of law seem to be strongly significant and positive
predictors of prosocial behaviour with coefficient values of 0.044 and 0.140 respectively.
Likewise institutional trust, the importance of the rule of law captures the individual’s view
of formal institutions. This might affect her behaviour in dealing with public goods and pro-
social behaviour. For instance, Cummings et al (2009) identify the individual’s perception of
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good governance as being one of the determinants of tax compliance. We might speculate
that an individual that considers the rule of law very important has a positive view about
formal institutions. An individual might show a negative view of the formal institutions when
he considers the rule of law not important. Hence we consider the rule of law (rule_law) a
variable indicating the level of importance of the rule of law for Palestinians.

Trust in clan is positively and significantly related to prosocial even though the coefficient is
smaller compare to the previous two cases.

Table 14 Covariances — Final Structural Model

Estimate S.E. C.R. P Label
Trust _ Trust ok
Political_Institutions <2 Civil_Institutions 184015 12.051 par_24
Trust _ *kk
Political_Institutions <--> trust_clan .081 .013 6.288 par_25
Trust o <> rule_law 011 .004 2.653 .008 par 26
Political _Institutions - ' ' ' ' -
trust_clan <--> rule_law .011 .005 2.092 .036 par_27
Trust Civil_Institutions <--> trust_clan .053 .016 3.280 .001 par_28
Trust Civil_Institutions <--> @gt .013 .008 1.528 .127 par_29
trust_clan <--> @qgt .030 .007 4597 *** par 30
Trust . *hk
Political_Institutions <> @gt 039006 6.781 par_31

Table 14 reports that the trust in civil institutions does not have any significant prediction
power with respect to prosocial behaviour. However, it is worthy to notice that the trust in
civil institutions shows a positive and significant co-movement with trust in political
institutions and trust in clan. Palestinians that trust clans and political institutions also trust
the international civil society. This can be explained by the fact that part of the socio-economi
policy of the Palestinian Territories consists of foreign aid provided by donors, United
Nations and other international organisations. This aid passes through the Palestinian
institutions that work as filter or intermediaries. In this sense the trust in the intermediaries
and in the international source are likely to be connected. There is also a positive and
significant co-movement between the importance of the rule of law and the trust in clan. This
might be due to the recognised role of the clans as mediators in disputes.
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5. Conclusions

The Palestinian geopolitical context suffers of lack of institutional independence. This
implies the coexistence of a system of overlapping institutions: political, clans and civil
institutions. This makes the Palestinian case sensitive to the institutional trust dynamics.

Our analysis seems to confirm the theoretical framework proposed by the psychological
contract theory. Individuals that trust institutions have a positive opinion about prosocial
behaviour. The element of trust becomes essential for the psychological contract to be
respected.

Interestingly the model estimations show that All the three types of institutions, political
clans and civil, seem tobe positively and significantly connected one to another but only
internal institutions, political and clan, seem to be significant predictor of a prosocial attitude.
This finding might drive to interesting reflections and speculations. Firstly, the complex
mechanism of institutional trust among Palestinians shows a strong correlation between
international and domestic institutions. Secondly, within this complex system, Palestinians
seem to attribute to the international institutions only a secondary role. In other words, these
institutions are important but they do not play an active part in the psychological contract. In
other words, Palestinians rely only on domestic institutions, political institutions, clans and
the rule of law, for fulfilling the terms and conditions of the contract. We believe that this is a
crucial message for the parts involved in a state capacity building process.
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