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Abstract 

Using data from a unique household survey and an artefactual field experiment conducted in rural 

Bangladesh, this study tests the impact on trust of the extrinsic incentive to enforce cooperation in 

the risk sharing arrangement. The incentive is characterized by the patterns of exogenous income 

shocks in the real world and trustee’s risk preference, and trust is elicited experimentally. The 

incentive can facilitate trust by increasing one’s cost to take selfish behavior and opportunities of 

intensive communication. The empirical result is in line with the hypothesis. This result also suggests 

why the social proximity fails to predict trust in some of previous studies. 

 
JEL Codes: 
Keywords: Social preference, trust, risk sharing, artefactual field experiment 
 
# This study was financially supported by a Grant-in-Aid for Young Scientists (B) from Japan 
Society for the Promotion of Science (25780172). The author would like to express gratitude to 
Yoshimichi Sato, Yasuyuki Sawada, Tomomi Tanaka and Koji Yamazaki for their valuable comments. 
Special thanks are due to the seminar participants at the Institute of Developing Economies, Japan 
Society for International Development, and Meeting on Applied Economics and Data Analysis. The 
author is also grateful to Naonori Kusakabe and Data Analysis and Technical Assistance Ltd. for 
their valuable cooperation in the household survey and experiment. The usual disclaimer applies. 
 
* Email: shoji@seijo.ac.jp 
Address: Faculty of Economics, Seijo University, 6-1-20 Seijo, Setagaya-ku, Tokyo 157-8511, 
Japan. 
 
 


