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Rational considerations, community 
orientations, and communist rule
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Abstract
In political theory, the subject of tax morale is closely linked to issues of citizenship and civic duties. Research 
on tax morale, however, is still rather underdeveloped in political science. In this article, we systematically 
compare a rational considerations approach with an approach focusing on the influence of community 
orientations on an individual’s tax morale. We expect that contexts varying with the existence and duration 
of communist rule have caused systematic differences in terms of the motivation for tax morale. Multilevel 
analyses based on data taken from the fourth wave of the World Values/European Values Survey (1999/2000) 
confirm our expectations that socialization under communist rule strengthens the relevance of community 
orientations in explaining an individual’s tax morale and reduces the impact of rational considerations.

Keywords
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Introduction

Tax collection is an essential task of every state since tax proceeds provide the necessary resources 
for political action. Enforcing universal tax compliance is impossible ‘until there is a tax admin-
istrator under every bed’ (Torgler and Schaltegger, 2005: 2). So governments crucially depend on 
their citizens’ willingness to pay taxes. This article focuses on tax morale, that is, the ‘intrinsic 
motivation to pay taxes’ (Frey and Torgler, 2007: 140). Citizens will pay taxes only if they accept 
this obligation, even if chances are high that tax evasion might not be detected. Today, research 
into tax morale is mainly dominated by economists (see, for example, Alm and Torgler, 2006; 
Frey and Torgler, 2007; Torgler, 2007), although tax morale is also relevant for political scien-
tists.1 From the perspective of political science, the subject of tax morale is closely linked to 
issues of citizenship and civic duties. Observing the law and not evading taxes can be seen as one 
dimension of good citizenship (Denters et al., 2007: 93). Obeying taxation laws is also relevant 
for Putnam’s social capital concept. He states that ‘honesty, trust, and law-abidingness’ (Putnam, 
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1993: 90) are important virtues of a civil society. Tax morale can thus be seen as a way of express-
ing an individual’s willingness to fulfil the social norms and duties that come with living together 
in a community.

Previous research by economists in this domain has highlighted the relevance of factors such as 
conditional cooperation (that is, the citizens’ willingness to pay taxes if they believe others will do 
so as well (Frey and Torgler, 2007)) and whether citizens trust in government (Torgler, 2003a). In 
other words, the motivation to pay taxes depends on rational considerations about the perceived 
behaviour of fellow citizens and of government officials. Furthermore, European cross-national 
comparative studies have focused on the influence of communist rule on the level of tax morale 
(Frey and Torgler, 2007; Torgler, 2003b). These have shown that tax morale is particularly low in 
former Soviet countries.

This article attempts to go beyond this research in two ways. First, we show that the focus on 
individual rational considerations should be supplemented by an alternative approach based on the 
idea that community feelings and a sense of duty towards society determine an individual’s tax 
morale. Second, we demonstrate that the duration of communist rule is relevant not only for the 
level of tax morale, but also for the relative influence of various factors explaining tax morale. In 
our view, different forms of government and community in Europe, varying with the existence and 
duration of communist rule, have created systematic differences in terms of motivation to meet 
civic norms over the past few decades. Therefore, we expect community orientations to have a 
higher explanatory power in post-communist countries, at the expense of rational considerations. 
Alternatively, these differences could be due to socialization by a more collectivist system and to 
a loss of orientation deriving from the collapse of the communist ideology, which probably led to 
an increasing importance of (national) community feelings. We do not expect that rational consid-
erations and community orientations (as motives for tax morale) are mutually exclusive. We do 
assume, however, that their relative importance varies in the context of differing lengths of com-
munist rule. Not only that, but rational considerations and community orientations are not the only 
conceivable determinants, which is why further potential explanatory factors will be added to our 
causal model. Our interest lies in the effects of the duration of communist rule on the relative 
importance of different explanatory variables and not on the level of tax morale. The level of tax 
morale in post-communist and in western nations has already been discussed in other studies. This 
article analyses the determinants of tax morale both on the micro-level of individual orientations 
as well as on the macro-level comparing European countries. Against the background of this mul-
tilevel model we intend to answer the following questions. How important are rational considera-
tions compared with community orientations for explaining tax morale at the micro-level? How do 
personal motivations and the duration of communist rule in a given country interact?

We will connect the micro-level and the macro-level and consider the contexts of tax morale 
through a multilevel analysis. In empirical research, this is a generally approved method to meas-
ure the effect of the cultural and systemic contexts as well as the influence of personal traits and 
resources on individuals’ attitudes and behaviour. Individual-level data are taken from the fourth 
wave of the World Values Survey/European Values Survey (1999/2000). By now, a fifth wave of 
this survey is available. Unfortunately, this wave misses important indicators such as the perceived 
behaviour of other taxpayers. Therefore, the fourth wave has been used. As a result of this, our 
theoretical discussion refers mainly to developments until the period of study. Our concluding 
remarks highlight developments in the past decade and consider possible future developments.

Before commencing the empirical analysis, we will address theoretical approaches on the 
micro-level and the macro-level and formulate hypotheses concerning expected effects.
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Rational considerations

In accordance with Tyler (2011), there are two motives for compliance and cooperative orienta-
tions or behaviour: instrumental or, rather, rational considerations on the one hand and group or 
community orientations on the other.

According to explanations based on rational considerations, violating rules or adhering to them 
is a conscious decision. Leaving aside the behaviour of others, an individual’s decision to pay or 
evade taxes is solely determined by the perceived costs and benefits of tax evasion. The costs of 
tax evasion depend on the likelihood of detection and the size of the penalties.2 The benefits depend 
on the individual tax burden. Unfortunately, there are no data available to test the influence of these 
factors for all of the countries in our analysis. We will use income as a proxy for the benefits of tax 
evasion, because ‘taxpayers with a higher income realize a higher dollar return by evading’ (Torgler, 
2003c: 514). This argument, however, holds true only for countries with a progressive income tax 
rate. Individual risk preferences also play a role. Therefore, ‘the effects of income on tax morale 
are difficult to assess theoretically’ (Torgler, 2003c: 514).

Studies considering the perception of other taxpayers’ behaviour and of government action have 
found that individuals may be willing to pay their taxes only if they believe others will do so as 
well, since ‘no one prefers to be a “sucker”’ (Levi, 1988: 53). We will take these findings into 
account by introducing an indicator of the perceived tax behaviour of others.3 In addition, people 
may be motivated to pay if they believe that tax revenue is spent in accordance with their prefer-
ences rather than squandered. These studies explicitly take into account the context of the respec-
tive societies in which the individual rational considerations take place.4 There is no direct 
measurement for citizens’ perception of the way governments spend taxes. An indicator which can 
be used in this analysis is trust in political institutions. It ‘refers to expectations of future behaviour 
and is based on beliefs about the trustee’s competence and sense of fiduciary responsibility’ (Citrin 
and Luks, 2001: 12–13). This assumption (that is, that the trustee takes the interests of the trust 
donors into account) can be conceptualized as a heuristic device for the individual to resort to when 
making decisions about tax compliance (compare Scholz, 1998): if people believe that the institu-
tions ‘responsible for handling “treacherous” behaviour act in a fair, just and effective manner’ 
(Rothstein, 2000: 492), they are more likely to comply with tax laws. Such a classification of trust 
in institutions covers the interest-based side of trust. But the values-based roots of political trust 
(compare Braithwaite, 1998; Rothstein, 2000) also need to be mentioned here. However, in order 
not to blur the analytical clarity of the explanatory factors, we will roughly follow the classification 
of political trust found in the literature on tax morale.

The measure used for this analysis here is an index of trust in political institutions encompassing 
attitudes towards parliament, the civil service, and the police.5 Citizens perceive these ‘basic state-
level institutions’ as policy designers or experience them as policy implementers in their daily life 
(Letki, 2006: 314). The following hypotheses summarize the issues of this section.

H1: The lower the income level, the higher citizens’ tax morale.
H2: The higher compatriots’ assumed tax compliance, the higher citizens’ tax morale.
H3: The higher the confidence in political institutions, the higher citizens’ tax morale.

Community orientations as predictors of tax morale

An important finding of recent work on tax morale is the relevance of the social context as a factor 
shaping an individual’s motivation to pay taxes. Analyses often focus on the impact that the 
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perceived behaviour of other taxpayers has (see, for example, Frey and Torgler, 2007). However, 
an explanation of tax morale through social contexts has to be extended to an individual’s member-
ship of a collective, including community feelings and respect for the norms and obligations within 
that community. Here the focus is on attitudes in relation to the social bonds of an individual, the 
importance of which is particularly highlighted in the discussion of the cultural aspects of social 
capital.6

Let us briefly present our ideas on the role of these forms of community orientation. First, tax 
morale can be seen as a way of supporting a collective to which the individual feels he or she 
belongs. According to the social psychology concept of social identity, an individual’s identifica-
tion with a collective is the result of processes of self-categorization that the individual undergoes 
(Brewer, 2001; Turner et al., 1987). If the individual identifies with a collective, that individual is 
most likely to do his or her best to cooperate and to obey the norms of the particular collective.

With regard to a country, taxation laws are something all citizens have to obey. These laws are 
designed to raise funds for the production of common or public goods. Paying taxes seems much 
easier for the individual if he or she feels a sense of belonging to the national community (Kuzio, 
2001). Identification with the whole nation plays a major role, but has only occasionally been ana-
lysed in studies on tax morale (Martinez-Vazquez and Torgler, 2009; Torgler, 2003b; Torgler and 
Schneider, 2004). The more an individual identifies with a country, the higher her tax morale – in 
addition, because other identities and the particular interests related to these will become less 
important (Lieberman, 2001: 527; Taylor, 2003: 75). In our analysis, we measure this sense of 
community with a question about national pride.

Second, support of the national community not only has an affective component, but also 
involves awareness of related duties and the willingness to fulfil them.7 Accordingly, the ‘sense of 
duty to fulfil obligations for a given collective’ (Scholz and Pinney, 1995: 493) or the ‘civic duty 
to comply’ (McGraw and Scholz, 1991: 471) are likely to have an important effect on the tax 
morale of European citizens. The more willing they are to meet their obligations to the collective, 
the less likely they are to evade taxes.

Admittedly, whether taxation laws are accepted also depends on the duties citizens have or are 
believed to have towards society. Scholz and Pinney (1995) directly measure civic duty by the 
degree of moral obligation that respondents feel when filling out their tax return. We can roughly 
measure this willingness that an indicator showing how strongly the respondent supports the state-
ment ‘Work is a duty towards society.’8

Thus, our hypothesis on the two dimensions of community orientation may be formulated as 
follows.

H4: The more strongly attached the citizens feel to their national community and the greater the 
personal responsibility that citizens feel towards their community, the higher their tax morale.

Interaction between context and personal motivation

The explanatory power of community orientations and of rational considerations is not the same in 
all countries, as the underlying individual motivations are affected by their contexts. Looking at the 
history of the countries, we presume that the length of communist rule in a country is an important 
factor influencing the relevance of our two dimensions of micro-level predictors. Thus, we follow 
the idea that political structures and the principles embedded in institutions influence personal 
orientations and behaviour (see, for example, Rothstein, 1998).
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From a socialization perspective, personal beliefs are acquired through experiences (early) in 
life. Hence, a large number of citizens in Europe were shaped, inevitably, by the experience of 
growing up under communist rule (Mishler and Rose, 1997: 434).9 Adaptation to living conditions 
and indoctrination by communist rule will have left greater marks in communist regimes that lasted 
longer – that is, particularly in Eastern European countries such as Belarus, Russia, and Ukraine, 
but less so in Central Europe. A longer period of communist rule provides more opportunity for 
communist ideology to penetrate all parts of society. It equips the agents of political socialization 
such as schools, the media, and mass organizations with much better means to convey this ideology 
and to influence an individual’s way of life.10 We thus record the years of communist rule in the 
countries included in our analysis (Fuchs and Klingemann, 2002; Reisinger, 1999).

Before the fall of communism, Inkeles detected an important difference underlying personal 
motivations in communist and non-communist countries: ‘the former give much more emphasis to 
group goals, to collective interests, and to communal rather than to individual progress’ (1983: 
305). Some two decades later, this pattern reappears in discussions of individualism/collectivism 
as a central concept describing cultural differences (Triandis, 2001). Under communist rule, ‘polit-
ical socialization, mobilization and community building were mainly organized in the forms of 
authoritarian collectivism’ (Meyer, 2003: 171–2). According to communist ideology, individuals 
had their place within the collective, identified with the collective, and were committed to the col-
lective. Admittedly, the specific settings in communist regimes did not always fully correspond to 
collectivistic ideas (Conway et al., 2006).

At the same time, it has to be stressed that this collectivistic side was to a large extent enforced 
from above by an authoritarian state. For example, Meyer (2003: 169–72) argues that the ‘ambiva-
lent heritage’ of post-communist political cultures consists both in official authoritarian collectiv-
ism and private forms of community experience and ‘we-feeling’. Moreover, objections could be 
raised that the inculcation of communist ideology was only partly successful because indoctrina-
tion with a collectivist image of individuals in communist countries also caused disinterest, apathy, 
and passive disobedience (Rose et al., 1998: 130). On the other hand, indoctrination was so mas-
sive and went on for so long that it cannot possibly have been without any effect, especially since 
the resources for other values were limited in these totalitarian societies and people had to adapt to 
their living conditions (Schwartz and Bardi, 1997). What is certain is that Eastern and Central 
European countries come closer to the ideal type11 of a collectivist society and score higher on 
measures of collectivism, whereas societies in Western European countries are, on average, more 
individualistic.12

What conclusions can be drawn from these patterns and their relationship to tax morale with 
regard to attitudes? In individualistic countries people regard themselves as independent of others 
and give priority to personal motivations, whereas in collectivist cultures people are interdepend-
ent within groups that bind and mutually oblige their members (Triandis, 2001). In the rather indi-
vidualistic societies of Western Europe, personal goals are said to be prioritized over collective 
goals as determinants of individual reasoning and behaviour. Consistent with this perspective, 
individual rational choices are thought to be more important than group norms in predicting tax 
morale in Western Europe. In contrast, people who have experienced communism as an authoritar-
ian collectivist approach to government tend to be guided, rather, by group norms and group iden-
tity in their compliance attitudes or behaviour (McAuliffe et al., 2003). In other words, collectivist 
reasoning implies that for people who feel attached to the group and who place a high value on a 
collectivist group norm (‘We all have duties towards our community’), these community orienta-
tions have a greater effect on tax morale than for people engaging in more individualistic reasoning 
(Jetten et al., 2002).
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Another possible reason for the differences in the motivations for tax morale could lie in the fact 
that after years of authoritarian rule, political trust in post-communist countries is not very wide-
spread (see Marien and Hooghe, 2011; Pop-Eleches and Tucker, 2011). Furthermore, political trust 
in post-communist countries is possibly more strongly interpreted by the citizens as a hierarchal 
relationship between the rulers above and the ruled below. As a result of this, it may not be as 
influential a factor shaping attitudes and behaviour as it is in countries with longer democratic 
traditions.

It might be objected that it is not the duration of communist rule, but rather the experiences of 
citizens in the transition period after the fall of communism that lead to differences in the relative 
significance of the two factors determining tax morale which we focus on.13 From this perspective, 
community orientations are a more important motivation to comply with laws than trust in newly 
implemented institutions and the performance of the regime. However, the character of the transi-
tion process might be related to the length of communist rule. Therefore, the length of communist 
rule can also be seen as a proxy for the severity of the transition process.

Our fifth hypothesis is derived from these assumptions about the way rational and community-
oriented factors shape tax morale depending on the duration of communist rule in a country:

H5: The longer a country has been under communist rule, the stronger the influence of com-
munity orientations on tax morale in that country and the lower the influence of rational consid-
erations on tax morale.

Completing the causal model: control variables

In order to test the five hypotheses and to assess the relative importance of the explanations dis-
cussed so far, we control for the effects of other potential determinants on the context level and on 
the individual level.

Apart from the cross-level interactions which have been presented above, a direct relationship 
between the duration of communist regimes and tax morale might also be expected. There are two 
plausible alternatives for the effects communist rule can have and the empirical results will show 
which of the two is actually the case. One possible argument would be that during communist rule 
citizens developed animosity towards the government’s repressive regime and as a result did not 
feel overly obliged to fulfil their duties to the state. Chances are that this attitude towards paying 
taxes was maintained under a new regime, as experiences with the democratic regime were still 
new and have often been overshadowed by the harsh side-effects of economic transition. 
Alternatively, it seems possible that long socialization under the rule and observation of an authori-
tarian regime has made citizens more law abiding.

We also control for the influence of a country’s quality of governance on tax morale. The quality 
of governance addresses cause on the macro-level, which relates to the third hypothesis: the higher 
the quality of governance in a country, the more citizens believe that tax proceeds are not squan-
dered. This is assumed to have a positive effect on citizens’ tax morale (Frey and Torgler, 2007). 
By including this variable in the model we can also indirectly measure the quality of the transition 
process towards a functioning democracy. The quality of governance is measured by data taken 
from the World Bank Governance Indicator Data Set. We use a composite index comprising three 
dimensions: government effectiveness, rule of law, and control of corruption.14

The degree of unity or cleavage in a society can also affect citizens’ tax morale. It is very likely 
that economic differences between the members of a given society or differences between ethnic 
groups shape taxpayers’ individual behaviour. We would like briefly to discuss the underlying 
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causes. The purpose of taxation is to provide resources for public goods and to meet the socio-
political demands of distribution and redistribution (Liebig and Mau, 2005: 4). If citizens accept 
the way taxes are spent and find it justifiable, they will view taxation positively (Andreoni et al., 
1998; Falkinger, 1995; Wenzel, 2003). There are no data available on the perceived fairness of tax 
systems. However, we can expand our focus and take a country’s income distribution into account, 
as measured by the Gini coefficient for income inequality. The assumption is that if a country’s 
wealth is concentrated in the hands of relatively few citizens, many people within this country are 
very likely to consider fiscal policy to be unfair and hence show a lower motivation to pay taxes. 
Our indicator also measures the gap between rich and poor, and thus the economic homogeneity of 
a country. We expect that tax morale increases, the more the citizens believe their community (the 
receiver of collective goods provided through taxes) to be homogeneous (Lieberman, 2001).

This argument about the homogeneity of a community can also be transferred from the eco-
nomic to the cultural dimension. Particularly in some of the Eastern European countries, but also 
in Western European nations such as Belgium, there have been continuous conflicts between 
groups of different ethnic origin. If such cleavages exist, they may be aggravated by different eco-
nomic conditions, so these citizens are more likely to evade taxes which provide for the common 
good. We control for this factor by including a measure of ethnic homogeneity, that is, the percent-
age of ethnic minorities in the total population of a country.

On the individual level, our model is supplemented by three control variables. This has been 
done to assess the relevance of the two major factors (rational considerations and community ori-
entations) at the centre of this analysis. The supplementary factors are church attendance and an 
indicator for respect for authority, as we assume that both religious socialization as well as the 
traditional value orientations of obedience and conformity (measured by citizens’ respect for 
authority) make people more willing to obey norms (Halman and Pettersson, 1996). We also 
include age as a variable in our analysis, as we assume that compliance increases with age. We 
expect all three control variables to have positive effects on respondents’ tax morale.

Empirical analyses and results

We will start the empirical analyses with a brief look at the distribution of tax morale in the 28 
countries we analysed.15 The question for our dependent variable reads: ‘Please tell me for each of 
the following statements whether you think it can always be justified, never be justified, or some-
thing in between, using this card: Cheating on taxes if you have the chance.’ Scale values run from 
0 (‘always justifiable’) to 9 (‘never justified’). Table 1 displays the mean for tax morale as well as 
the percentages of a grouped variable: ‘low tax morale’ presents the proportion of respondents with 
scale values of 0–3, ‘medium tax morale’ the proportion with scale values of 4–5, and ‘high tax 
morale’ the proportion with scale values of 6–9.

The results show that the majority of respondents express high tax morale. The percentages 
range from 94.6 in Malta to 55.4 in Belarus. Accordingly, in 17 out of 28 countries the mean for tax 
morale is greater than 7.5. As a first result we can state that the variance of the dependent variable 
is relatively low.

In Table 1, countries are classified into four groups. The Western European countries form a 
distinct group, whereas the Eastern European countries are divided into three separate groups. The 
first group consists of Central European and South-Eastern European satellite states of the Soviet 
Union, which were all under communist rule after World War II (for 41–43 years in total). Croatia 
is an exception here. The countries which succeeded the Soviet Union were divided into two fur-
ther groups. One comprises the Baltic States, which joined the European Union (EU) in 2004. The 
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other one is made up of Eastern European countries (Belarus, Russia, and Ukraine), which were 
under communist rule for more than 70 years.

In line with the results reported by Frey and Torgler (2007), Table 1 shows great differences 
between the countries which succeeded the USSR and the other 22 countries. In these states, sig-
nificantly lower levels of tax morale are reported than in other post-communist nations. The three 
Eastern European countries also show lower levels of tax morale than the Baltic countries. The 
other post-communist countries hardly differ from the Western European countries, and in some of 
them tax morale is even higher.

Two features worth noting are the varying levels of tax morale within the post-communist coun-
tries and the comparatively high tax morale in the Central and South-Eastern European countries. 

TABLE 1. Tax Morale in 28 Countries (%)

Countries Mean Low tax morale (%) Medium tax morale (%) High tax morale (%)

Western European countries
 Belgium (-) 6.34 20.0 17.4 62.6
 Denmark (-) 7.99 3.4 8.3 88.3
 Finland (-) 7.54 8.8 6.9 84.3
 France (-) 6.94 13.3 15.7 71.0
 West Germany (-) 7.64 5.1 8.7 86.1
 Great Britain (-) 7.58 7.1 10.4 82.5
 Greece (-) 6.84 12.6 14.6 72.8
 Iceland (-) 7.77 5.5 7.8 86.7
 Ireland (-) 7.65 6.2 10.6 83.2
 Italy (-) 7.61 6.8 9.8 83.4
 Malta (-) 8.46 2.4 3.0 94.6
 Netherlands (-) 7.25 9.3 10.9 79.8
 Spain (-) 7.75 5.0 9.5 85.5
 Sweden (-) 7.59 5.9 10.9 83.2
Central and South-Eastern European countries
 Bulgaria (43) 7.99 4.7 7.1 88.2
 Croatia (18) 7.47 9.6 12.1 78.3
 Czech Republic (41) 7.92 4.0 7.3 88.8
 East Germany (41) 7.63 7.2 8.6 84.2
 Hungary (43) 7.88 5.3 7.3 87.4
 Poland (43) 7.77 6.4 7.5 86.1
 Romania (43) 7.21 13.2 9.3 77.5
 Slovakia (41) 7.85 5.0 8.7 86.3
Baltic countries
 Estonia (50) 6.85 12.5 15.6 71.8
 Latvia (50) 7.64 8.6 8.0 83.4
 Lithuania (50) 6.23 20.6 18.3 61.2
Eastern European countries
 Belarus (74) 5.78 24.0 20.6 55.4
 Russia (74) 6.91 13.5 14.4 72.1
 Ukraine (74) 6.55 17.5 15.2 67.3

Notes: Figures in brackets are years of communist rule.
Sources: See Appendix for data sources.
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These results do not completely conform to the two competing theoretical assumptions about the 
influence of communist rule on law-abidingness. The assumptions postulate differences between 
post-communist and western countries, but not within the group of post-communist countries 
themselves. The results are even more surprising considering the common institutional past of the 
communist countries: up until the fall of communism, most communist countries oriented their tax 
system towards that of the Soviet Union. In this system, a large part of tax revenue was procured 
through profit, turnover, and payroll taxes levied on state-owned enterprises. Because most of the 
taxes were imposed upon state-owned companies, tax administration under communist rule was 
only weakly developed.16 Compared with this, individual income taxation was negligible. As a 
result, directly following the transition, citizens were unaware of the tax burden and were not used 
to paying taxes (Gehlbach, 2008; Martinez-Vazquez and McNab, 2000).

If it is the case that institutional and policy factors have an influence on tax morale, the differ-
ences within the group of post-communist countries can possibly be traced back to the different 
routes taken since the beginning of their reforms after the transition. Reforms referred to a lesser 
extent to the modernization of the tax administration than to the structure of taxation (Martinez-
Vazquez and McNab, 2000). In the Central and South-Eastern European countries and in the Baltic 
States, new sources of income were incorporated, such as the direct taxation of individuals, while 
the other successor countries of the Soviet Union relied more heavily on hitherto existing sources 
of income, such as corporate taxation (Gehlbach, 2008).17 One reason for the low tax morale in 
Belarus, Russia, and Ukraine compared with Central and South-Eastern Europe and the Baltic 
countries could lie in the fact that citizens in Central and South Eastern Europe and the Baltic 
countries were able to gain more experience with taxation following the transition and, therefore, 
were better accustomed to being taxed. The low tax morale in South-Estonia and Lithuania, how-
ever, contradicts this interpretation. Another reason for the differences between the post-commu-
nist countries could lie in the course of the transition process, which in Central and Eastern 
European countries was considerably less hampered by economic problems compared with the 
successor states of the Soviet Union (Campos and Coricelli, 2002).

In our analysis, we control for the influence of the duration of communist rule on the level of 
individual tax morale. But our study focuses on the effects of the duration of a communist regime 
on an individual’s motivations to pay taxes. We examine these effects through multilevel analysis.

This method allows for a simultaneous estimation of contextual as well as individual parameters 
and enables us to measure the effect of contextual factors on the strength of individual attitudes and 
characteristics (cross-level interactions) (Snijders and Bosker, 1999). In our case, multilevel analysis 
is the tool used to examine whether and to what extent the variance in individual tax morale depends 
on differences among individuals, differences among our 28 countries, and most importantly, cross-
national differences in the impact of rational considerations and community orientations.

Table 2 presents the results of three different models. The empty model (I) without any param-
eters serves as a benchmark model for comparison and can give first insights into the hierarchical 
structure of the data. The results of this model confirm our observations in Table 1 by showing that, 
on average, tax morale across all countries is high (7.7 on a scale from 0 to 9). Using the variance 
components of the empty model as a basis for the intra-class correlation coefficient, we can deter-
mine the parts of the variance that can be explained by country differences and by individual dif-
ferences. Roughly 93 per cent of the variation of the dependent variable is located on the individual 
level, whereas about 7 per cent can be explained by country-level factors.18 This result is compat-
ible with the assumption that tax morale (an individual attitude itself) is explained by individual 
motivations and situations in particular. However, it also allows for possible interaction effects 
between the levels of analysis and reflects some cross-national differences in average tax morale 
shown in Table 1.
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Before coming to the complex model that includes cross-level interactions, we will discuss 
model II and the effects of individual and contextual factors on citizens’ tax morale.

As a first and meaningful result we note that the variables indicating community orientations 
and rational considerations (except income) have highly significant effects that follow the direction 
suggested by theory. People who strongly identify with the national community and are more will-
ing to engage in the affairs of the collective have more positive attitudes towards paying taxes. 
Simultaneously, tax morale can also result from believing compatriots to be honest in tax matters 
and from trusting in the work of political institutions. This finding agrees with the assumptions 
made in the rational considerations approach and with previous findings (see, for example, Uslaner, 
2007). As we expected, rising income leads to a decrease in tax morale, but this effect is not signifi-
cant. Thus, the empirical results deviate from the expectations of Hypothesis 1, whereas Hypotheses 

TABLE 2. Explaining Tax Morale: A Multilevel Model

Empty model
(I)

Level 1 + Level 2
(II)

Level 1 + Level 2 and 
cross-level interaction
(III)

 b t b t b t

General intercept 7.739*** 64.079 7.335*** 61.794 7.335*** 73.695
Individual-level factors
 Tax behaviour others 0.523*** 8.691 0.513*** 10.582
 Confidence institutions 0.078*** 5.483 0.075*** 6.253
 Income (fixed effects) n.s. –  
 National pride 0.124** 3.583 0.126*** 4.191
 Duty society 0.830*** 7.337 0.816*** 9.253
 Church attendance 0.045*** 4.884 0.042*** 4.520
 Respect for authority 0.206** 3.522 0.228*** 4.313
 Age 0.867*** 10.208 0.882*** 10.107
Contextual factors
 Years of communist rule –0.012* –2.293 n.s.  
 Quality of governance n.s. –  
 Income inequality (Gini coefficient) –7.183** –3.651 –7.538*** –4.519
 Ethnic heterogeneity n.s. –  
Interaction effects tested
 Tax behaviour others*communist rule –0.004* –2.660
 Confidence institutions*communist rule –0.002*** –5.114
 National pride*communist rule 0.004*** 4.411
 Duty society*communist rule 0.008** 2.964
Variance components
 Individual level (s2) 5.261 4.692 4.673  
 Context level (t) 0.378 0.421 0.289  
Variance explained (Maddala R2) 0.097
N individual level 22672 22672 25710
N context level 28 28 28

Notes: RML estimation. *** p < .001, ** p < .01, * p < .05. Not significant (n.s.). All independent variables entered grand-
mean centred. Unstandardized coefficients with robust standard errors. For the calculation of Maddala R2, see Langer 
(2004). Authors’ calculations with HLM.
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2–4 find empirical support. The conclusion we can draw from these results is that the rational 
considerations approach, which is predominant in this field of research, is indeed important, but 
community orientations should play an equal role in analyses of tax morale. This conforms to 
analyses which point to correlations between the various components of social capital (such as 
social trust, social norms, and networks) and also between political trust and these components 
(see, for example, Denters et al., 2007; Newton and Norris, 2000).

Evidence for the significance of these factors was provided by controlling for the influence of 
other potential determinants. Our expectations with regard to the effects of these control variables 
at the individual level have also been confirmed. The more people practise their religion and the 
more they respect authority, the more willing they are to pay taxes. In particular, the positive effect 
of age is important independently of the value priorities included in our analyses; it actually has its 
own significant effect.

Looking at the control variables at the context level, the results indicate that income inequality 
has a considerable negative influence on tax morale. This is an important result because it empha-
sizes the fact that individual motivation to provide funds for the state by paying taxes depends on 
how economically homogeneous the society is. A minor significant effect can also be detected for 
the duration of communist rule, such that a longer duration, measured in years, has a slightly nega-
tive effect on tax morale.

Our expectations with regard to the quality of governance and ethnic diversity could not be 
confirmed by this analysis. The non-effect of ethnic diversity is probably caused by the inherent 
problems of this indicator. Due to the lack of further data, we can only measure how many different 
ethnic groups live in a country, but not the extent to which their ethnic structures are politicized. 
However, this seems to be a necessary condition for creating awareness of ethnic differences 
among citizens. The insignificant effect of the quality of governance might be due to the fact that 
the objective measurement of a government’s performance on the country level is less relevant for 
tax morale than the subjective evaluation of a government’s trustworthiness by its citizens 
(Hypothesis 3).

In the last step of our empirical analysis we add cross-level interactions in model III in order to 
test Hypothesis 5 concerning the impact of socialization under communist rule on personal motiva-
tions for paying taxes. To keep the explanation short, we leave out those variables which did not 
show a significant effect in the preceding model II. In doing so, the number of cases on the indi-
vidual level rises moderately. By integrating cross-level interactions, the context-level coefficient 
of the duration of communist rule becomes insignificant. All other factors still show significant 
coefficients in the same direction, supporting the stability of our model.

The interactions between the duration of communist rule in a country and the individual-level 
effects of community orientations and rational considerations are significant and correspond to 
our expectations. The size of the effect of the four determinants at the micro-level (Hypotheses 
2–4) is affected by the political history of a given country. Socialization under communist rule 
strengthens the relevance of community orientations in explaining an individual’s tax morale. 
Identification with the national community and willingness to engage in community matters have 
an increasingly positive effect on citizens’ tax morale the longer the country had been shaped by 
communist rule. For example, in Western European countries a unit increase in the variable ‘work 
is a duty towards society’ (scale values from 0 to 1) increases the dependent variable (scale values 
from 0 to 9) by .816.19 In countries with 43 years of communist rule, this effect amounts to an 
increase in the dependent variable of 1.16 points, while after 74 years of communist rule the esti-
mated increase is 1.41.
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We find a reverse effect when looking at the factors related to rational considerations. The 
influence of a respondent’s belief in other people’s honesty concerning tax matters and of his or 
her confidence in central political institutions on his or her tax morale decreases the longer the 
respective society was under communist rule.20 In other words, these kinds of individualistic and 
strategic considerations were of less importance the longer a collective philosophy of life had 
dominated a society. This result is consistent with and goes beyond the observations of Frey and 
Torgler (2007: 152). They found differences in the ‘conditional cooperative effect’ (the impact of 
the perceived behaviour of other taxpayers) between Eastern and Western European countries 
when they tested the robustness of their results in separate analyses for each country included in 
their analysis.

We will conclude our empirical analysis by reviewing the explanatory power of our final model. 
The value of the Maddala R2 shows that 10 per cent of variance can be explained.21 This is an 
acceptable result, given that the contribution of this analysis to the research on tax morale primarily 
consists in testing hypotheses in terms of different approaches and their relevance in various 
contexts.

Concluding remarks

With respect to the initially formulated question it can be stated that both strategic considerations 
and community orientations play a significant role in explaining tax morale. In particular, the 
empirical evidence presented in this article underpins the role of community feelings and respect 
for the concerns of a community in promoting positive attitudes towards rules and regulations that 
imply costs for individuals.

The relative strength of the two factors we have focused on (that is, rational considerations and 
community orientations) varies according to the duration of communist rule in a country, for 
socialization under communist rule strengthens the relevance of community orientations in explain-
ing an individual’s tax morale. Vice versa, individualistic rational considerations are of decreasing 
importance for explaining individuals’ tax morale the longer a collective philosophy of life domi-
nated a given society.

A key point of this article is to emphasize that the significance of the explanations examined 
here depends on the context. Even though it is a widely held belief, in political science, that politi-
cal systems influence public opinion, evidence on what the differences in underlying opinion-for-
mation processes could look like is relatively scarce. However, we were able to show that contextual 
conditions determine which individual opinions and characteristics are relevant for individual 
positions on tax norms.

In particular, our findings provide important information for post-communist states and proba-
bly also for other countries in the process of democratic consolidation: according to our analyses, 
trust has positive effects on the willingness to pay taxes and, it follows, on support for the political 
system. However, this influence is weaker in the post-communist countries. This puts a damper on 
the expectation that political trust acts as a catalyst for a successful transition.22

On the contrary, national identity and support for community concerns may support democratic 
consolidation by helping citizens who still have ambivalent views of their democratic regimes to 
accept government policies. Here, the results raise one question for the future. How long will the 
differences in the motivation to pay taxes between post-communist countries and western countries 
last? Due to a lack of current data, we had to rely on a survey from the years 1999 and 2000 in our 
analysis. Possible changes in the motivation to pay taxes, which may have cropped up since then, 
unfortunately cannot be studied. Instead, one can only formulate expectations, with the help of 
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analysing recent developments in the post-communist states. During the past decade differences 
have grown between the post-communist countries that entered the EU and those that did not, 
especially the successors of the Soviet Union, with the exception of the three Baltic countries. The 
new member states of the EU are more democratic (Bunce et al., 2010; Puddington, 2010), have 
better control of corruption, and enjoy a greater degree of government effectiveness. Moreover, the 
rule of law has been realized more comprehensively (Holmes, 2010; Kaufmann et al., 2010).23 It 
can be suggested that these differing contextual situations have an influence on citizens’ opinions 
– especially because as more and more time elapses, those experiences following the transition are 
becoming more important than the inheritance of communism. If this is true, then we can first and 
foremost expect increasing differences between the opinions of EU citizens and the citizens of the 
rest of the post-communist countries.

Appendix: sources and definitions of variables

Dependent variable

‘Please tell me for each of the following statements whether you think it can always be justified, 
never be justified, or something in between, using this card: Cheating on taxes if you have the 
chance.’ Scale values run from 0 (‘always justifiable’) to 9 (‘never justified’).

Tax behaviour of others

‘According to you, how many of your compatriots do the following? Cheating on taxes if they have 
the chance.’ Scale values run from 0 (‘almost all’) to 3 (‘almost none’).

Confidence in political institutions

‘Please look at this card and tell me, for each item listed, how much confidence you have in them, 
is it a great deal, quite a lot, not very much or none at all? Parliament, civil services, police.’ Scale 
values run from 0 (‘none at all’) to 9 (‘a great deal’).

Income

‘Here is a scale of incomes and we would like to know in what group your household is, counting 
all wages, salaries, pensions and other incomes that come in.’ Scale values run from 0 (‘lowest 
income’) to 9 (‘highest income’).

National pride

‘How proud are you to be a [nationality] citizen?’ Scale values run from 0 (‘not at all proud’) to 3 
(‘very proud’).

Duty towards society

‘Do you agree or disagree with the following statement? Work is a duty towards society.’ Values 
run from ‘disagree strongly’ (0.00), ‘disagree’ (0.25), ‘neither agree nor disagree’ (0.50), and 
‘agree’ (0.75) to ‘agree strongly’ (1.00).
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Church attendance

‘Apart from weddings, funerals and christenings, about how often do you attend religious services 
these days?’ Scale values run from 0 (‘never, practically never’) to 7 (‘more than once a week’).

Respect for authority

‘Here is a list of various changes our way of life that might take place in the near future. Please tell 
me for each one, if it were to happen, whether you think it would be a good thing, a bad thing, or 
don’t you mind? Greater respect for authority.’ Values run from ‘bad’ (0.0) and ‘don’t mind’ (0.5) 
to ‘good’ (1.0).

Age

‘Can you tell me your year of birth, please?’ Grouped age variable: 15–24 (0.0), 25–34 (0.2), 35–44 
(0.4), 45–54 (0.6), 55–64 (0.8), and 65–98 (1.0).

Years of communist rule

The source for Croatia and East Germany is Fuchs and Klingemann (2002) and for all other coun-
tries, Reisinger (1999).

Quality of governance

This is measured using a composite index comprising three dimensions: ‘government effective-
ness’, ‘rule of law’, and ‘control of corruption’. Data were taken from the World Bank Governance 
Indicators Data Set and refer to 1999 (for further information, see Kaufmann et al., 2008).

Income inequality (Gini coefficient)

Source data are from World Bank (2006: 280–1). Missing data for Iceland and Malta were replaced 
by the mean value for the 26 other countries. All data refer to years around 2000.

Ethnic heterogeneity

This is measured by the percentage of ethnic minorities in the total population. Data were taken 
from Ludwig (1993), Nowak (1994), http://ec.europa.eu/education/policies/lang/languages/
langmin/euromosaic, and the CIA’s The World Factbook. Data sources were chosen according to 
availability and plausibility against background information. Many thanks to Christian Henkes 
(Social Science Research Centre, Berlin) for providing the data.

Notes

The authors are grateful to the anonymous reviewers for their helpful comments.

 1. In political science, tax morale has occasionally been analysed in studies dealing with legal permissive-
ness or law-abidingness. Usually, these studies use a composite measure of law-abiding attitudes, of 
which attitudes towards tax fraud are only one part (see Dalton, 2004; Marien and Hooghe, 2011).

 2. For deterrence theory, compare Allingham and Sandmo (1972).
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 3. See the Appendix for the definition and sources of variables.
 4. In this way, governments can raise their citizens’ tax morale when they behave in a trustworthy, trans-

parent, and honest fashion (Levi, 1997). An administrative apparatus that succeeds in consistently and 
effectively levying taxes reinforces the awareness in the individual citizen that the others are paying 
taxes as well.

 5. Items measuring confidence in these institutions form one dimension in a principal component analysis 
with a Cronbach’s alpha of .73.

 6. For an overview, see, for example, Putnam (2000) and Van Deth (2008).
 7. Deutsch et al. (1957) clearly describe this with their concept of the ‘sense of community’.
 8. Of course, this item can also be seen as a measure of conformity and obedience. Indeed, the chosen 

measure also correlates positively with support for obedience as an educational goal and negatively 
with post-materialist values. But these correlations are moderate and weaker when compared with the 
relationship between our indicator of collective duty and national pride. Therefore, these two constructs 
cover community orientations in our analysis.

 9. For different ways in which these countries’ pasts may have influenced political attitudes, see Pop-
Eleches and Tucker (2011).

10. Howard (2003: 20 ff.) and Bunce (1999) provide detailed analyses of the effects communist rule had on 
people’s everyday life.

11. Individualism and collectivism should be seen as cultural ideal types. In reality, the two forms of cultural 
orientation coexist both in individualistic and in collectivist societies (Triandis, 2001).

12. See, for example, Hofstede (2001) and Schwartz and Bardi (1997). For measures and subtypes, see 
Oyserman et al. (2002).

13. Some researchers presume that the collapse of Marxist ideology has led to a kind of vacuum and a loss 
of world view, which has enabled a stronger communal spirit to develop (Hillmann, 2003: 254). Yet, 
there is no empirical evidence proving that identification with the nation as a community is significantly 
higher in post-communist nations than in Western Europe (regarding national pride, see Smith and Kim, 
2006). It seems plausible, though, that community orientation has a stronger referential function than 
other orientations.

14. For more information, see Kaufmann et al. (2008: 7–8).
15. The countries were selected according to a broad definition of the European continent. In a second step, 

countries for which there were no data available were excluded.
16. Gehlbach (2008: 21) explains this in clear terms: under communist rule ‘all financial transactions were 

funneled through the state “monobank”, so “taxation” of an enterprise amounted to debiting the enter-
prise’s account and crediting some other account at the bank’.

17. One reason for the variance in development is that the post-communist tax reforms in Central and Eastern 
Europe were influenced by EU law and by the perspective of European integration (Appel, 2006, 2011). 
Not only that, but the tax systems in the post-communist countries were also influenced by the industrial 
structure inherited from communism. Countries whose industrial structures are characterized by large 
manufacturing enterprises tend to rely more on company taxation, as was already the case under com-
munism (Gehlbach, 2008).

18. That is, the variance components at the context level are divided by the sum of the variance components 
at the individual and context levels: 0.378/(5.261 + 0.378) = .067.

19. This conditional effect can be calculated in the following way: βduty society + βduty societ *communist rule* years of 
communist rule (see Kam and Franzese, 2007: 22).

20. In Western European countries, a unit increase in the variable ‘Tax behaviour others’ (scale values from 
0 to 3) raises the dependent variable by .513. After 43 years of communist rule the increase is only .341, 
and after 74 years, only an effect of .217 remains. The effect of confidence in institutions on tax morale 
is positive in western countries (.075), but turns out to be negative for countries that experienced com-
munist rule for more than 37 years. This specific result is not in line with our theoretical argument. In 
former communist countries, we expected a small positive effect or a non-effect from confidence in 
institutions.
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21. Maddala R2 was computed by comparing the final model with an empty model which refers to the same 
number of respondents on the individual level (N = 25,710). Therefore, the empty model was computed 
again after excluding the income variable from the data set. The results of this empty model are not 
shown here.

22. Compare also the positions of Raiser et al. (2001) and of Rothstein (2000).
23. A positive development can also be seen in EU candidate countries such as Croatia. These countries must 

make immense efforts to fulfil the entry criteria. The comparison of former-communist member states 
of the EU and other post-communist countries covers, however, only a general tendency, from which 
there are also exceptions, for example the high level of corruption in Bulgaria and Romania (Vachudova, 
2009).
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