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Abstract
Despite the extensive literature examining determinants
of tax morale, little is still known about the relation-
ship between the associational involvement of citizens
and their willingness to pay taxes. Given the insights
offered by the social capital literature regarding the role
of voluntary organizations in shaping civic engagement,
this study empirically investigates how membership
of different types of associations could influence indi-
vidual tax morale in Europe. With this in mind, we
exploit the information available in the fifth wave of
the European Values Study for citizens of 34 coun-
tries. Unlike previous studies on tax morale, we classify
the types of voluntary associations depending on their
potential to build out-group “bridging” or in-group
“bonding” social ties. In this study, to carry out the clas-
sification, three alternative approaches are considered
which are based on the sociodemographic heterogeneity
within associations, the interconnections between them,
and a combination of both. Our findings show that,
after controlling for different individual characteristics
and country-specific unobserved heterogeneity, those
survey respondents involved in bridging associations
tend to exhibit higher levels of tax morale, while the
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opposite is found for bonding associations. The results
are quite robust for the three approaches and differ-
ent estimation strategies, including an instrumental-
variables methodology.
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1 INTRODUCTION

According to recent estimates, approximately 860 billion euros in public money is lost every year
in the European Union due to tax evasion (Murphy, 2019). Eastern Europe also faces a similar
problem, since the transition process towards amarket economyhasweakened the position of new
States in collecting taxes and building reliable institutions (Torgler, 2012). In general terms, tax
revenue losses due to tax evasion is harmful for thewhole collective, since it deprives society of the
resources needed to provide public goods and welfare programmes, and may generate efficiency
costs as well as harm the equality principle of the tax system (Bousquet et al., 2019). Reducing tax
evasion has, therefore, become a key objective for policymakers of European countries concerned
with raising tax revenues and allocating resources in a more efficient and fairer way (European
Commission).1 Indeed, several policies have been adopted at the European level with the purpose
of intensifying the information exchange and expertise among national tax administrations to
achieve effective taxations.2 Nevertheless, despite the governments’ efforts, a large proportion of
European citizens call for more policy actions against deliberate tax deception (Eurobarometer
Survey 89.2 conducted by the European Parliament, 2018).
The academic literature widely recognizes that individual tax morality, understood as the

intrinsic willingness to comply with fiscal duties (Frey & Torgler, 2007; Luttmer & Singhal, 2014;
Torgler, 2005a), plays a key role in explaining the aggregate compliance levels in the majority
of countries (e.g., Dell’Anno, 2009). This is the reason why, in recent years, much research has
focused on which contextual and/or sociodemographic factors might explain the individual’s tax
morality. As a result, we can now benefit from a relatively comprehensive understanding of the
relationship between taxmorale and some of its determinants, such as age, gender, religiosity, and
education (e.g., Alm & Torgler, 2006; Lago-Peñas & Lago-Peñas, 2010; Torgler, 2005b). However,
despite the extensive literature devoted to this subject, the potential influence of voluntary asso-
ciations on willingness to pay taxes has so far been little explored, and the few existing empirical
findings are inconsistent. For instance, Filippin et al. (2013) find for Italy that membership of vol-
untary associations is positively associated with tax morale while, for Palestine, Andriani (2016)
finds the opposite is true

1 European Commission (https://ec.europa.eu/taxation_customs/huge-problem_en), accessed 20 December 2021.
2 Some examples in this regard are the European Union Savings Directive (EUSD), the Directive on Administrative Coop-
eration (DAC), the application of the Automatic Exchange of Information (AEOI) standards in 2016 to bring greater tax
transparency, or the Fiscalis Programme. European Commission (https://ec.europa.eu/taxation_customs/system/files/
2019-10/2019-taxation-papers-76.pdf), accessed 19 February 2022.
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The relatively limited attention given to this last issue within the tax morale literature is indeed
surprising, considering the significant research stressing the interconnection between voluntary
associations and civic engagement. Indeed, social capital research tells us that active participa-
tion in voluntary organizations facilitates face-to-face interactions across their adherents, which
could contribute to intensifying the civic engagement of the members of the community, edu-
cating them in cooperation, tolerance and public-spiritedness (e.g., Audia & Teckchandani, 2010;
Crescenzi et al., 2013; Putnam et al., 1993, 2000; Ruiter et al., 2009; Stolle & Rochon, 1998).3,4 In
contrast, another stream of social capital research recognizes a potential “dark side” of voluntary
social networks, arguing that these inevitably lead to excluding members outside the network on
the basis of some discriminating criteria. This may, in turn, lead to inward-looking, rent-seeking,
or free-riding behaviors of group members (e.g., Helliwell, 1996; Baron et al., 2000; Field, 2003;
Fine, 1999; Molyneux, 2002; Pervaiz & Chaudhary, 2015; Quibria, 2003; Van Staveren & Knor-
ringa, 2007). To accommodate these two conflicting predictions, relevant scholars have questioned
whether membership of diverse types of associations differs in its effect on society, distinguishing
between “bridging” and “bonding” social networks. While the former group of networks refers to
those connecting people who are unlike one another in important sociodemographic character-
istics, the latter group is understood as those networks linking people who are like one another
(Putnam & Goss, 2002, p. 11).
In practice, the distinction between “bridging” and “bonding” social networks is not straight-

forward (Crescenzi et al., 2013; Geys &Murdoch, 2008, 2010). Fortunately, the empirical literature
provides somedifferent approaches in this regard.On the one hand, Coffé andGeys (2007a, 2007b)
develop an internal approach, based on the sociodemographic composition of association mem-
bership.Within this framework, those associations whosemembers aremore (less) representative
of the population as a whole are designed as “bridging” (“bonding”), assuming that they are
more (less) likely to bring heterogeneous members into contact within each given association.
On the other hand, Paxton (2002) proposes an external approach, assuming that associations
made up ofmembers belonging to other types of associations tend to presentmore diverse interac-
tions, promoting the “bridging” social capital, while more isolated associations could strengthen
inward-focused behaviors, fostering the “bonding” social capital. These two approaches, despite
being widely applied in different contexts, are not exempt from criticism. Indeed, Geys and Mur-
doch (2010) evidence that these two interpretations could lead to different outcomes and propose
an integrating approach that takes into account both the interconnections between associations
and the heterogeneity of membership within associations.5

3 See Hwang, Grabb, and Curtis (2005) for a review of the determinants of volunteering activity.
4 These types of arguments may have influenced public policies in Europe in recent decades. For instance, the EU pro-
moted several initiatives to provide financial support to civil society to get European citizens socially involved through
democratic engagement and civic participation. Some recent cases are represented by the Europe For Citizens Programme
(EFC) and the Civil Society Facility (CSF). Other initiatives aiming to support civil society organisations have also been
addressed outside the European countries. The latest case refers to the Global Europe Civil Society Organisations pro-
gramme of the European Commission, targeting applicants living in other European areas, such as Armenia, Azerbaijan,
Belarus, Georgia.
5 Alternatively, another set of research classifies voluntary associations according to their nature, based on the two per-
spectives provided by Putnam (1993) and Olson (1965, 1982). The former perspective emphasizes the tendency of certain
altruistic associations to inculcate public spiritedness in their members, while the latter argues that rent-seeking associa-
tions could act as “distributional coalitions”, oriented at protecting the private interests of their members at the expense
of the rest of society. For instance, some empirical papers evaluate whether distinct types of associations, classified as
Putnamian or Olsonian, could have a different impact on economic well-being (Knack and Keefer, 1997; Knack, 2003;
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Using these approaches, empirical papers have studied whether membership of different
types of voluntary associations has a varying impact on political democracy (Paxton, 2002),
economic activity (Audia & Teckchandani, 2010), perceived corruption (Griesshaber & Geys,
2012), or different civic and political attitudes, such as utilitarian individualism, intolerance,
or the perceived political powerlessness (e.g., Coffé & Geys, 2007b; Geys & Murdoch, 2008,
2010). However, to our knowledge, the potentially heterogeneous influence of different types
of associations on tax morale has not yet been examined. Therefore, in this paper we aim
to fill this gap by empirically evaluating how the individual’s willingness to pay taxes in
Europe may depend on associational involvement, differentiating between “bridging” and
“bonding” voluntary associations, in accordance with the internal, external and integrating
approaches.
The paper is structured as follows. Section 2 provides an overview of the related literature, fol-

lowed by Section 3 which states our main research hypotheses. Section 4 presents the empirical
analysis of the potential influence of voluntary associations on the individual’s tax morale in 34
European countries, including a description of the dataset, the different measurements of bond-
ing and bridging associations, the econometric specification and estimation strategies. The main
results are presented and discussed in Section 5. Finally, conclusions and policy implications are
presented in Section 6.

2 LITERATURE REVIEW

2.1 Tax morale and its potential determinants

A large body of academic literature has focused on finding an answer to the question “why do peo-
ple avoid paying taxes?”. One of the pioneering works on this issue is Allingham& Sandmo (1972),
who proposed a theoretical model, based on the Becker’s (1968) economics approach to criminal
behavior in a tax evasion context. Specifically, the proposed model suggested that increases in
deterrence factors, such as a greater penalty or a larger perceived probability of audit, could lead
to a reduction in tax evasion. However, despite providing reasonable predictions, the model has
been broadly criticized for neglecting nonpecuniary factors in the taxpayer’s behavior. Indeed, the
subsequent empirical and experimental analyses highlight that, according to such a model, there
should be higher rates of tax evasion than actually observed, taking into account the expected
costs of being detected and punished in most countries (e.g., Alm et al., 1992; Baldry, 1986; Graetz
et al., 1986). The literature then looked to evaluate the potential importance of non-financial moti-
vations in explaining the degree of tax compliance of individuals. Nowadays, a large number of
studies exist which highlight tax morale as one of the key factors that could shape tax compliance
(e.g., Frey, 2003; Xin Li, 2010; Halla, 2012).
According to Luttmer & Singhal (2014), there are at least five intrinsic motivations for tax

compliance: (I) the individual feeling of pride that may be derived from honest behavior; (II)

Hoyman et al., 2016), happiness (Bartolini et al., 2013), entrepreneurial activity (Kim and Kang, 2014) or industrial diversi-
fication (Cortinovis et al., 2017). In such studies, charities, cultural and environment associations are commonly considered
as Putnam-type organisations, while trade unions and professional organisations tend to be associated with Olson-type
groups. However, the ambiguous nature of other types of associations has prevented the development of a unanimous
classification criterion with this approach.
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TAX MORALE AND SOCIAL CAPITAL: AN EMPIRICAL INVESTIGATION 5

reciprocity between the taxpayers and the State in exchange for public benefits; (III) peer effects
in terms of sanctions or recognitions; (IV) culture; and (V) imperfect information on audit rates,
penalties or tax enforcement. The importance of the different factors associated with these moti-
vations has been tested both in experiments (Blumenthal et al., 2001; Castro & Scartascini, 2013;
Coricelli et al., 2010; Torgler, 2004a; Dwenger et al., 2016; Alm et al., 2016; Bott et al., 2019;
Koessler et al., 2016; Saad, 2014) and empirical studies. Regarding the latter, most of them exploit
international individual surveys, such as the European Social Survey (ESS), European Values
Study (EVS), International Social Survey Programme (ISSP), Latinobarómetro, andWorld Values
Survey (WVS), to build proxies for tax morale and its possible explanatory factors. Depending
on the type of study, the determinants of tax morale have either been evaluated for individu-
als in specific countries (e.g., Martinez-Vazquez & Torgler, 2009; Torgler & Werner, 2005) or in
a cross-country context (see Lago-Peñas & Lago-Peñas, 2010, and Horodnic, 2018, for a system-
atic review). Most empirical studies agree that tax morale could depend on several individual and
contextual socio-demographic factors. On the one hand, the literature reveals that tax morale is
positively related to certain individual characteristics, such as age, religiosity, or income (Lago-
Peñas & Lago-Peñas, 2010). On the other hand, it is negatively related to self-employment (Alm
& Torgler, 2006; Lago-Peñas & Lago-Peñas, 2010; Prieto et al., 2006; Torgler, 2004b). In addition,
individual perceptions on the institutional framework have also been evidenced as influencing
factors on tax morality: the latter increases when taxpayers are confident with the political sys-
tem, with democracy andwhen they trust on formal institutions (Torgler, 2005a, 2005b, 2006; Alm
& Torgler, 2006; Lago-Peñas & Lago-Peñas, 2010; Horodnic, 2018).
Furthermore, the socio-economic conditions of each country have also been revealed as

influencing factors on individual taxmorale.On the onehand, it is evidenced that cultural idiosyn-
crasies could play a relevant role in explaining the presence of systematic cross-country differences
in the individualťs intrinsic willingness to pay taxes (e.g., Torgler, 2004b; Alm&Torgler, 2006). On
the other hand, the literature also supports the idea that citizens living in countries with higher
economic development tend to show greater responsibility towards their civic duties, such as tax
payments. Thismay be explained by themodernization thesis, which states that themore econom-
ically developed the country, the greater the level of tax morality, since the informal economy is
less prevalent in the face of economic development and modernization of government (i.e., fewer
institutional bureaucracies, strengthening of legal rights). This hypothesis has been empirically
confirmed in several papers (e.g., Williams & Martinez, 2014; Williams & Krasniqi, 2017). Addi-
tionally, the role of institutions, how they are organized and perceived by individuals, could also
be essential in explaining the intrinsic willingness of citizens to pay taxes. In this vein, Feld &
Frey (2007) defend the idea of a psychological tax contract between the taxpayers and the govern-
ment, which involves a reciprocal obligation. While taxpayers pay taxes, the institutions provide
governance qualities. In fact, the authors argue that individuals would be willing to pay the entire
amount of tax due even if they do not receive a full public good equivalent to the amount paid
so long as the political process is perceived as fair and legitimate. Thus, larger tax morale could
be related to a better quality of institutions. In this sense, Barone & Mocetti (2011) show that for
Italy the attitude towards paying taxes is greater when public resources are spent in a more effi-
cient way. In addition to the aforementioned factors, the composition of the population could
also influence tax compliance. Some researches provide evidence that a higher percentage of a
regular influx of immigrants is associated with higher rates of tax morale (Russo, 2013; Williams
& Martinez, 2014), although it may depend on the level of perceived threat towards immigrants
of natives (Nemore & Morone, 2019). The literature further highlights that tax morale is greater
in decentralized fiscal systems. So, for instance, Torgler et al. (2010) show that there is a strong
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6 A. CASCAVILLA, J. RIPOLLÉS, & A. MORONE

and positive correlation between local autonomy, direct democracy, and tax morale in Switzer-
land, while Torgler & Werner (2005) provide evidence to support the same positive relationship
between local autonomy and tax compliance in Germany. Finally, some research studies reveal a
negative correlation between increasing national burdens and tax morale at national level (e.g.,
Lago-Peñas & Lago-Peñas, 2010).

2.2 The importance of social capital

In recent decades, a growing body of literature in economics and social sciences has focused on
the importance of social capital. This concept was introduced by Putnam et al. (1993), referring to
the connections among individuals, social networks and the norms of reciprocity and trustwor-
thiness that arise from them. Putnam’s idea was that social networks, in addition to physical and
human capital, contain value for individuals, and theway and the extent to which the interactions
between economic subjects are applied within a system is also important. In fact, social capital
enables participants to act together more effectively to pursue shared objectives, which in turn
may lead citizens to achieve better collective goals (Putnam, 1995).
The fundamental intuition is that societies with higher social capital, hence with people more

connected to each other, with high interpersonal trust andwithmore civic and voluntary activities
may bemore cohesive. The social capital has been defined as themissing link in economic analysis
(Van Staveren et al., 2007), since its role has been largely ignored. In fact, an extensive body of
literature has since demonstrated the influence of social capital on several economic outcomes,
such as GDP growth, investment rate, labor productivity and innovation (e.g., Putnam, 1993, 2000;
Knack & Keefer, 1997; Van Staveren & Knorringa, 2007; Akçomak & Ter Weel, 2009; Crescenzi
et al., 2013; Crescenzi & Gagliardi, 2015; Pervaiz & Chaudhary, 2015; Beugelsdijk & Van Schaik,
2005; Beugelsdijk & Smulders, 2009; Murignani et al., 2021).
However, another strand of the literature defends that, depending onwhether the kind of social

interaction is potentially inclusive or exclusive, this might lead to different outcomes in society.
Indeed, to account for this heterogeneity, Putnam (2000) distinguishes between “bridging” and
“bonding” social capital. On the one hand, the bridging social capital arises from inter-group rela-
tionships, those represented by weak social ties (Granovetter, 1973, 1985) which link people who
are unlike one another (Putnam & Goss, 2002). It tends to increase tolerance and acceptance of
different people, values and beliefs through contact with diverse others (Paxton, 2002), hence it
can improve economic outcomes through positive externalities such as reducing transaction costs,
increasing solidarity and cooperation, and stimulating the borrowing and investing activity (Adler
& Kwon, 2002; Van Staveren et al., 2007). On the other hand, the bonding social capital is the out-
come of strong social ties, those that link people who are like one another (Putnam &Goss, 2002)
according to their social identity, which leads to strong social cohesion within a homogeneous
group of people who trust the other members of the same group just because they are part of it.
This refers to relatively closed groups, which tend to show very high intra-group trust, but could
exclude the others who do not share the same social identity and values. In contrast to bridging
social capital, the latter is more likely to be associated with negative externalities arising from its
exclusive nature, able to create barriers to trusting people outside the group who do not share the
same social identity and values of the group (Beugelsdijk & Smulders, 2009; Pervaiz &Chaudhary,
2015; Claridge, 2020; Muringani et al., 2021).
Interestingly, some other studies, particularly in the field of community development, stress

that positive externalities of social capital are optimized when a relative balance exists between
both bridging and bonding ties in the society, although this can be challenging to achieve in
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TAX MORALE AND SOCIAL CAPITAL: AN EMPIRICAL INVESTIGATION 7

practice (Saegert et al., 2002; Warren et al., 2001; Bridger & Alter, 2006). Along the same lines,
Woolcock (1998) highlights that both forms of social capital are necessary for social cohesion,
since too many tightly-knit networks of individuals/associations with closed and strong ties to
one another can lead to insularity and exclusion, while too many dispersed networks of individu-
als/associations who are connected throughweak but diverse ties can result in fragile interactions
and a lack of collective action. This strand of literature, therefore, defends that achieving
equitable development requires mutual understanding (i.e., embeddedness) within communities
and respect between them (i.e., autonomy).6
Besides the well-known bridging and bonding social capital, literature also recognizes “link-

ing” forms of social capital, which involves vertical ties and power dynamics among individuals or
organizations across different hierarchies or social strata (Woolcock, 1998; Woolcock & Narayan,
2000; Evans & Syrett, 2007). The linking social capital is closely related to the bridging social capi-
tal. Both involve ties between people who are different from each other, but the linking (bridging)
social capital emphasizes vertical (horizontal) connections. The linking social capital arises when
individuals construct ties with institutions and other individuals with power over them or the
capacity to provide resources (Szreter & Woolcock, 2004).
In order to empirically measure the bridging and bonding potential of social networks, as

described in the introduction, a relevant stream of literature in social sciences points to at least
three different approaches, based on the socio-demographic heterogeneity within associations
(Coffé & Geys, 2007a, 2007b), the interconnections between them (Paxton, 2002), and a com-
bination of both (Geys & Murdoch, 2010). In this line, we can find interesting insights from
empirical literature concerned with exploring the influence of bridging and bonding types of
association networks on economic outcomes (e.g., Paxton, 2002; Audia & Teckchandani, 2010;
Griesshaber & Geys, 2012; Coffé & Geys, 2007b; Geys & Murdoch, 2008, 2010). In contrast, the
empirical operationalization of the linking social capital has not yet been extensively developed,
and the empirical research is still limited, most likely due to the widely used surveys in the
literature (mentioned in Section 2.1.) not providing enough information for that purpose.7
Finally, regarding the empirical literature related to taxmorality, it should be noted that the cor-

responding impact of social capital on individual willingness to pay taxes has, to date, remained
little explored. Filippin et al. (2013) represent one exception, evidencing that those individuals
actively involved in associations in their community present higher levels of morale in Italy, argu-
ing that this effect derives from the higher sense of civicness of subjects who volunteer. This result
is consistent with the idea that volunteering could promote the prosocial attitude, intended as a
behavior through which people help others (Eisenberg, 1982), and may influence an individualťs
belief in the importance of contributing towards public expenditures, leading to an increase in tax
morale, resulting in a potentially greater tax compliance attitude among people involved in bridg-
ing social networks. However, contrasting evidence is also reported by Andriani (2016) who finds
that tax morale is lower among individuals involved in voluntary associations in Palestine, argu-
ing that they could more clearly perceive the misfunctioning of formal institutions and, hence, by

6What Woolcock denotes as “closed/strong” and “diverse/weak” ties is parallel to what is widely referred to as “bonding”
and “bridging” social capital. Additionally, the conceptualisation expressed here of “embeddedness” vs “autonomy” corre-
spond to themicro (local) level described inWoolcock (1998). However, according to the author, in themacro (or national)
level, “embeddedness” refers to cooperation and congruity in state–society linkages, whereas “autonomy” is manifested
in institutional coherence, capability, and competence.
7 To our knowledge, of the few papers that manage to empirically measure the linking social capital many develop their
own survey questionnaires. Some examples are Cofré-Bravo et al. (2019) or Mathews (2021).
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8 A. CASCAVILLA, J. RIPOLLÉS, & A. MORONE

having a lower tax morale attitude, they show less willingness to contribute to the public financ-
ing of inefficient institutions. The lack of consensus in this regard may derive from the possible
idiosyncrasy of each country and/or the need to account for a specific distinction between dif-
ferent types of associations, which has so far been neglected in the tax morale literature. In this
paper we aim to fill this research gap by providing the first evidence of the potential heteroge-
neous influence of different types of associations on the intrinsic motivation in European citizens
for paying taxes. As a first foray into this issue in the tax morale literature, this study uses the
empirical operationalization of bridging and bonding types of associations, in line with Coffé and
Geys (2007a, 2007b) and Geys and Murdoch (2010).

3 RESEARCHHYPOTHESES

According to the arguments provided by the literature on bridging and bonding social capital
(Putnam, 2000; Marshall & Stolle, 2004; Coffé & Geys, 2007b; Geys & Murdoch, 2008; 2010), we
formulate the following research hypotheses:

Hypothesis 1: Being involved in bridging social networks is positively related to the individualťs
willingness to pay taxes.

Hypothesis 2: Being involved in bonding social networks is negatively related to the individualťs
willingness to pay taxes.

On the one hand,we expect that the bridging potential of social networks stimulates the positive
civic values of members (i.e. more prosocial attitude), hence it increases tax morale.
On the other hand, the associational involvement in bonding social networks may hamper the

positive civic values of members (i.e., less prosocial attitude), hence we expect that this decreases
tax morale.

4 EMPIRICAL ANALYSIS

4.1 Data and descriptive analysis

The dataset of our research comes from the fifth wave of the European Values Study (2017), which
is a cross-country survey that accounts for a representative sample of adult respondents (18 years
old and older) in Europe. The dataset includes information about a wide range of aspects of Euro-
pean citizens, such as their socio-demographic status, their view about society, politics and general
perceptions about their life. The sample covers the following 34 countries: Albania (AL); Arme-
nia (AM); Austria (AT); Azerbaijan (AZ); Bosnia and Herzegovina (BA); Bulgaria (BG); Belarus
(BY); Switzerland (CH); CzechRepublic (CZ);Germany (DE);Denmark (DK); Estonia (EE); Spain
(ES); Finland (FI); France (FR); Great Britain (GB); Georgia (GE); Croatia (HR); Hungary (HU);
Iceland (IS); Italy (IT); Lithuania (LT); Montenegro (ME); Netherlands (NL); North Macedonia
(MK); Norway (NO); Poland (PL); Portugal (PT); Romania (RO); Serbia (RS); Russia (RU); Sweden
(SE); Slovenia (SI); Slovakia (SK). Below we describe the variables used in the empirical analysis,
and Table 1 presents some descriptive statistics.
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TAX MORALE AND SOCIAL CAPITAL: AN EMPIRICAL INVESTIGATION 11

F IGURE 1 Share of respondents in each country with a high level of tax morality. Source: Own elaboration
based on data from the EVS2017.

4.1.1 Dependent variable

Our dependent variable is taxmorale, measuring the individual willingness to pay taxes. The vari-
able is constructed with the information given by the EVS2017 responses to the question “Please
tell me whether you think it can always be justified, never be justified, or something in between:
cheating on taxes if you have the chance”. In the survey, the individual responses are classified
from 1 (never justified) to 10 (always justified). However, to make easier the interpretation, in our
analysis we have decided to recode the variable to a five-point scale from low to high levels of
tax morality (𝑇𝑀𝑖𝑐), considering the following structure: value 1 = “low tax morale” (responses 9
and 10); value 2 = “middle lower tax morale” (responses 7 and 8); value 3 = “middle tax morale”
(responses 5 and 6); value 4= “middle upper tax morale” (responses 3 and 4); and value 5= “high
tax morale” (responses 1 and 2). Figure 1 displays the share of respondents in each country who
state a high level of tax morality. As can be seen, this category varies widely across nations. It is
close to 90% in countries like Poland (89.7%), Denmark (88.6%), Hungary (88.5%), Albania (87.3%)
or Germany (86.9%), while the same share is between approx. 60% and 80% in most of the sam-
pled countries, and finally it drops to less than 50% inArmenia (49.4%), Belarus (49.2%) andRussia
(43.6%). This evidence underlines the systematic heterogeneity in the attitude to pay taxes between
European countries.

4.1.2 Main independent variables

Our main independent variables are measures of social capital. They are constructed through
the information given by the EVS2017 responses to the question “Please look carefully at the
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12 A. CASCAVILLA, J. RIPOLLÉS, & A. MORONE

following list of voluntary organisations and activities and say. . .which, if any, do you belong to?”.8
Specifically, we consider the number ofmemberships an individual states in different type of asso-
ciations, distinguishing between bridging and bonding social networks according to following
three alternative approaches.9

∙ First, we use the internal approach of Coffé and Geys (2007a), which distinguishes different
type of voluntary associations based on the diversity of their members on certain sociode-
mographic features. More precisely, it assumes that associational memberships that are more
representative of the overall population have greater potential to generate heterogeneous inter-
actions, which contributes to build bridging social capital. In contrast, associations composed
by over or under-represented sociodemographic groups present greater difficulties to generate
bridges between different groups within each association, contributing then to the intensifica-
tion of the bonding social capital (Stolle & Rochon, 1998). Under this conceptual framework,
we implement the approach proposed by Coffé and Geys (2007a), taking the following steps.
Making use of the information available in the EVS2017, we begin computing a diversity score
for each country as the average absolute difference of the national population composition and
that from the membership in association types over five sociodemographic features: religion,
language, age, gender, and education. We then normalize the diversity score between 0 and
1 across the socio-demographic features for each association and country. Later, these normal-
ized diversity scores are summed up across the socio-demographic features for each association
type and country, resulting in a composite score that ranges from zero to five (the number of
socio-demographic features considered). According to this approach, lower (higher) values on
the composite score indicate that the characteristics of the members in each association type
deviate little (more) from those of the overall population, likely implying more (less) bridges
across different sociodemographic groups within the association type, intensifying the bridg-
ing (bonding) social capital. We thus rank association types from the most bridging (1) to the
most bonding (11) in each country. Finally, based on these ranking results at country level,
we distinguish across bridging associations (ranked from 1 to 4), bonding associations (ranked
from 8 to 11) and the remaining associations in an intermediate position (ranked from 5 to 7).
The summary for each country is shown in Table A1 in Appendix A. Therefore, the respon-
dent’s involvement in each of these three categories of voluntary associations represents our
first set of independent variables in the internal approach: 𝐵𝑟𝑖𝑑𝑔𝑖𝑛𝑔𝑆𝐶𝐼𝑛𝑡

𝑖𝑐
, 𝐵𝑜𝑛𝑑𝑖𝑛𝑔𝑆𝐶𝐼𝑛𝑡

𝑖𝑐
and

𝑀𝑖𝑑𝑑𝑙𝑒𝑆𝐶𝐼𝑛𝑡
𝑖𝑐
.10

8 The survey respondents indicate whether they belong (or not) to any of the following voluntary organisations and activ-
ities: Religious organization; Cultural activities; Trade unions; Political parties; Environment, ecology, animal rights;
Professional associations; Sport/recreation; Charitable/humanitarian organisation; Consumer organisation; Self-help,
Mutual aid group; Other groups.
9 In line with other cross-country empirical studies (e.g., Griesshaber & Geys, 2012), we apply the three approaches at
country level, so the exact classification of the different associations may differ across nations.
10 In the internal approach, the composite score is designed to quantify the homogeneity degree of members within each
type of association, considering the adequate number of sociodemographic dimensions that define each national popula-
tion. If these dimensions are not properly considered, there is a risk of characterizing incompletely the association types
and the population, which could give rise to misleading conclusions. Therefore, to prevent misleading classifications,
we use the detailed information from the EVS2017 on nine different religious denominations (Roman Catholic, Orthodox,
Protestant,Muslim, FreeChurch/Non-conformist/Evangelical,Hindu, Buddhist, Jew, and others), 34 languages, seven age
categories (18–24, 25–34, 35–44, 45–54, 55–64, 65–74, more than 74), two gender groups (women andmen), and nine educa-
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TAX MORALE AND SOCIAL CAPITAL: AN EMPIRICAL INVESTIGATION 13

∙ Second, the external approach of Paxton (2002, 2007) is alternatively applied, which classifies
associations in accordance with the interconnections between them. In accordance with this
approach, belonging to associations whose members are tied to other associations could pre-
vent individuals from being isolated, since such connected association groups tend to cross-cut
social boundaries more intensely than those with fewer ties. In this case, similarly to Paxton
(2007), we make use yet again of the EVS2017 information to quantify the connectedness of
the different types of associations by counting the country’s average number of further associ-
ation types in which each association’s member is additionally involved.11 However, we correct
the outcome for the relative size of each association type in the respective country.12 To do so,
in line with Geys and Murdoch (2008) and Griesshaber and Geys (2012), we regress by OLS
the quantified connectedness of the different association types by the number of its members
in each country. These authors suggest that the size of the resulting residuals can be subse-
quently employed to rank association types from connected/bridging (1) to isolated/bonding
(11) in each country, since high (low) residuals indicate that an association type presents more
(less) inter-type connections than expected, according to its membership level. Table A2 (in
Appendix A) reports the residuals (as a size-correctedmeasure of interconnections in each spe-
cific association type) by country, as well as the resulting rankings. Using these rankings, for
each country we finally conduct a three-fold categorisation of associations as bridging social
networks (ranked from 1 to 4), bonding social networks (ranked from 8 to 11), and the remain-
ing intermediate association types (ranked from 5 to 7). The individual involvements in each of
these categories of associations represent our second set of independent variables in the external
approach: 𝐵𝑟𝑖𝑑𝑔𝑖𝑛𝑔𝑆𝐶𝐸𝑥𝑡

𝑖𝑐
, 𝐵𝑜𝑛𝑑𝑖𝑛𝑔𝑆𝐶𝐸𝑥𝑡

𝑖𝑐
, and𝑀𝑖𝑑𝑑𝑙𝑒𝑆𝐶𝐸𝑥𝑡

𝑖𝑐
.

∙ Lastly, we follow the integrating approach of Geys and Murdoch (2010), which combines the
information embodied in previously described internal and external perspectives to build a
more general measure of bridging and bonding associations. Specifically, we consider together
the internal and external classifications in each country to differentiate the following type
of voluntary associations: bridging in both perspectives (𝑆𝐶1𝑖𝑐), bridging in one perspective
and intermediate in the other (𝑆𝐶2𝑖𝑐), intermediate in both internal and external perspectives
(𝑆𝐶3𝑖𝑐), bridging in one perspective and bonding in the other (𝑆𝐶4𝑖𝑐), bonding in one perspec-
tive and intermediate in the other (𝑆𝐶5𝑖𝑐), and bonding in both perspectives (𝑆𝐶6𝑖𝑐).13 In line
with Geys and Murdoch (2010), the individual membership in these six type of associations
constitute our third set of independent variables in our analysis. Interestingly, this classifica-
tion allows us to distinguish between purely bridging, middle or bonding types of associations

tional levels (based on the ISCED-2011 classification).We believe that these sociodemographic dimensions can sufficiently
describe the current European society.
11 In the EVS2017, respondents state whether they belong (or not) to any of the listed types of associations in the survey.
Unfortunately, the information available does not allow us to measure the actual number of connections between indi-
vidual associations within each typology. Even so, the available data can be useful enough for ranking different types of
associations based on their inter-type connections. This way of implementing the external approach has also been adopted
in previous relevant empirical studies, such as Paxton (2007), Geys andMurdoch (2010), and Griesshaber and Geys (2012).
12 The size-correction is needed to prevent an excessive (scarce) attribution of bridging (bonding) potential to small (large)
groups, since all participants involved in a small group can also be involved in large one, but not vice versa (Blau, 1977;
Geys and Murdoch, 2008, 2010).
13 Interestingly, Figure A1 in Appendix A shows that internal and external rankings in each country are weakly correlated.
This outcome supports the arguments of Geys and Murdoch (2010, p. 442), who defend that both internal and external
approaches are not necessarily related to each other.
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14 A. CASCAVILLA, J. RIPOLLÉS, & A. MORONE

in both internal and external approaches (𝑆𝐶1𝑖𝑐, 𝑆𝐶3𝑖𝑐 and 𝑆𝐶6𝑖𝑐, respectively), from other
association types with a hybrid nature (𝑆𝐶2𝑖𝑐, 𝑆𝐶4𝑖𝑐, and 𝑆𝐶5𝑖𝑐).

4.1.3 Control variables

According to the literature, to guarantee an adequate model specification, we also consider the
following control variables to capture different individual characteristics:

∙ Horizontal trust (𝐻𝑇𝑖𝑐): it is a measure of the individual generalized trust. In line with Frey
& Torgler (2007), this is defined as a dummy variable, considering the EVS responses of indi-
viduals to the following question: “Generally speaking, would you say that most people can
be trusted or that you can’t be too careful in dealing with people?” (1 = “most people can be
trusted” and 0 = “can’t be too careful”).14 The sample average level of this variable is 0.369,
with a standard deviation of 0.483. The individuals’ beliefs about peer behavior could affect the
tax compliance attitude, given the importance of prosocial behavior or conditional cooperation
(Frey & Torgler, 2007). Hence, generalized trust (in other citizens) could be positively related
with tax morale.

∙ Vertical trust (𝑉𝑇𝑖𝑐): this measures the individuals’ confidence in formal institutions. Simi-
larly to Andriani (2016), Chan et al. (2018), and Kouamé (2021), we construct this measure by
exploiting the survey information on self-reported individual confidence on different formal
institutions (coded on a scale from 1 = “none at all” to 4 = “a great deal”): parliament, govern-
ment, political parties, police, and judicial system. Specifically, a composite score is computed
by combining these five items with a factor analysis and regression scoring method.15 The pro-
cedure provides a standardized variable with a mean of 0 and a standard deviation of 1. As
explained in the literature review, Feld and Frey (2007) argue that being tax compliant can be
seen as an implicit psychological contract between taxpayers and tax authorities; hence the con-
fidence in the latter, as well as in the other formal institutions, can determine the individual tax
morale. This has been widely supported by empirical research which consistently shows a posi-
tive linkage between vertical trust and willingness to pay taxes (e.g., Scholz & Lubell, 1998; Alm
et al., 2006; Andriani, 2016; Kouamé, 2021).

∙ Democratic spirit (𝐷𝑆𝑖𝑐): it measures the individual attitude towards democracy. It is given by
the respondent’s answer to the question: “Having a democratic political system is?. . . ” from
1 (very bad) to 4 (very good). The sample average level of this variable is 3.524, with a stan-
dard deviation of 0.656. We expect a positive 𝐷𝑆𝑖𝑐 coefficient since a democratic system helps
incorporate citizen preferences into public spending (Torgler, 2005a; Alm & Torgler, 2006;
Lago-Peñas & Lago-Peñas, 2010).

14 As a robustness check, in line with Kouamé (2021), we have considered a different measure of horizontal trust, built
with the EVS responses to the following question (coded on a scale from 1 1 = = "do not trust at all" to 4 4 = = "trust
completely"): ‘How much do you trust people in your neighbourhood?". The results employing this alternative measure
are consistent with ourmain conclusions in the article. They are not shown here for brevity reasons but are available upon
request.
15 According to the factor analysis, the items concerning the individual trust on the parliament, government, political par-
ties, police, and judicial system are consistent indicators (with a high Cronbach’s alpha of 0.83) that load strongly on one
single factor, which presents a large eigenvalue of 3.037 and explains 60.5% of the total variance of the underlying items.
This suggests that the proposed five items could be reasonably combined to generate one single measure, which we have
labeled “vertical trust”.
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TAX MORALE AND SOCIAL CAPITAL: AN EMPIRICAL INVESTIGATION 15

∙ Religiosity (𝑅𝑖𝑐): dummy variable equal to 1 if the respondent declared that religion is very or
quite important to theEVSquestion: “How important is religion in your life?”. It allowsus tomea-
sure the religious attitude of people, which might be an important determinant of tax morale
(Alm & Torgler, 2006; Torgler, 2006).

∙ Finally, other socio-demographic individual characteristics have also been included as control
regressors, which have been operationalized with dummy variables by using the categorical
information collected in the EVS2017 survey: gender (female, male), age groups (18–24, 25–34,
35–44, 45–54, 55–64, 65–74), income (low, medium, and high), educational level (nine cate-
gories based on the ISCED-2011 classification), employment status (employed, self-employed,
military, retired, homemaker, student, unemployed, and disabled), and marital status (mar-
ried, registered partnership, widowed, divorced, separated, never married, and never registered
partnership). Several previous studies show that tax morale tends to increase with age, among
women and those individuals with higher educational attainments (Alm & Torgler, 2006; Tor-
gler et al., 2008; Martinez-Vazquez & Torgler, 2009; Lago-Peñas & Lago-Peñas, 2010; Torgler
& Valev, 2010). In contrast, it is empirically recognized lower level of tax morale among self-
employed, as well as never married or separated individuals (Torgler, 2004b; Alm & Torgler,
2006). Regarding the potential effect of income on tax morality, there is not general consen-
sus in the empirical literature. On the one hand, richer people could present more tax morale,
since they have more money to spend, hence showing more willingness to pay taxes. However,
in progressive tax-systems, a larger level of income may be negatively related to tax morale,
since richer people are supposed to pay a relatively larger marginal tax rate (as showed in Tor-
gler, 2006; Alm et al., 2006; Lago-Peñas & Lago-Peñas, 2010). Additionally, some other studies
found the effect of income is not statistically significant (Torgler, 2005a; Konrad & Qari, 2012;
Rodriguez-Justicia & Theilen, 2018).

4.2 Econometric specification and methodology

To evaluate the relationship between social capital and tax morale, we use the following
econometric specification:

𝑇 𝑀∗
𝑖𝑐
= 𝑆𝐶′

𝑖𝑐
𝛼 + 𝑋′

𝑖𝑐
𝛽 + 𝛾𝑐 + 𝑢𝑖𝑐 (1)

where 𝑇𝑀∗
𝑖𝑐
represents an unobservable latent variable underlying the ordered and categorical

measure of tax morality 𝑇𝑀𝑖𝑐 of each individual 𝑖 living in country 𝑐, and 𝑆𝐶′𝑖𝑐 represents a vec-
tor of social capital variables, measuring the number of voluntary associations to which each
individual belongs, distinguishing different types of associations according to the three alterna-
tive approaches previously described (i.e., internal, external and integrating). Additionally, the
specification also includes a vector of the previously defined control variables for individual
characteristics, 𝑋′

𝑖𝑐
, and a set of country dummies, 𝛾𝑐, to take into account the unobserved het-

erogeneity at national level (e.g., cultural differences, discrepancies in the national fiscal system
and other contextual features at country level) that could affect taxmorality. Finally, 𝑢𝑖𝑐 represents
the error term.
Under this framework, the relationship between the unobservable latent variable 𝑇𝑀∗

𝑖𝑐
and the

observed variable 𝑇𝑀𝑖𝑐 is given by:

𝑇 𝑀𝑖𝑐 = 1 if𝑇𝑀∗
𝑖𝑐
≤ 𝜃1 (𝑙𝑜𝑤 𝑡𝑎𝑥 𝑚𝑜𝑟𝑎𝑙𝑒)
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16 A. CASCAVILLA, J. RIPOLLÉS, & A. MORONE

𝑇 𝑀𝑖𝑐 = 2 if 𝜃1 < 𝑇𝑀
∗
𝑖𝑐
≤ 𝜃2 (𝑚𝑖𝑑𝑑𝑙𝑒 𝑙𝑜𝑤𝑒𝑟 𝑡𝑎𝑥 𝑚𝑜𝑟𝑎𝑙𝑒)

𝑇 𝑀𝑖𝑐 = 3 if𝜃2 < 𝑇𝑀
∗
𝑖𝑐
≤ 𝜃3 (𝑚𝑖𝑑𝑑𝑙𝑒 𝑡𝑎𝑥 𝑚𝑜𝑟𝑎𝑙𝑒)

𝑇 𝑀𝑖𝑐 = 4 if𝜃3 < 𝑇𝑀
∗
𝑖𝑐
≤ 𝜃4 (𝑚𝑖𝑑𝑑𝑙𝑒 𝑢𝑝𝑝𝑒𝑟 𝑡𝑎𝑥 𝑚𝑜𝑟𝑎𝑙𝑒)

𝑇 𝑀𝑖𝑐 = 5 if𝑇𝑀∗
𝑖𝑐
> 𝜃4 (ℎ𝑖𝑔ℎ 𝑡𝑎𝑥 𝑚𝑜𝑟𝑎𝑙𝑒)

where 𝜃 represents unknown thresholds to be estimated, along with the remaining parameters
in Equation (1), using the maximum likelihood (ML) procedure within an ordered probit frame-
work, subject to the constraints that 𝜃1 < 𝜃2 < 𝜃3 < 𝜃4. Additionally, to check the robustness of
the results, Equation (1) is also estimated as a linear regression model by employing the ordinary
least squares (OLS) method, assuming that the dependent variable is a cardinal measure ranging
from 1 to 5.
One concern in our analysis is the endogeneity problems that could arise from simultaneity

and/or measurement errors. On the one hand, tax morality and volunteering could be reason-
ably joint determined, and, on the other hand, it is well recognized that some survey respondents
might be reluctant to reveal their real attitude towards tax cheating since it may seem socially
irresponsible, and/or theymay unintentionally misreport their actual participation in some activ-
ities (e.g., Kinsey, 1992; Tripp, 1997; Torgler, 2012; Kouamé, 2021). If so, the estimated coefficients
would not be useful to evaluate the true effect of social capital on tax morale. Therefore, to
minimize possible endogeneity problems, we subsequently extend the analysis by using two alter-
native instrumental-variables methodologies. Specifically, the ordered probit specification from
Equation (1) is estimated by using the control function approach (CFA) proposed by Wooldridge
(2015), while the linear regression version of the model is estimated by using the two-stages least
squares (2SLS) procedure. In both cases, we instrument the different variables of social capital
included in vector 𝑆𝐶′

𝑖𝑐
by their respective average values, considering linguistic and religion clus-

ters at regional level (NUTS2) within the same country, excluding the individual’s responses. The
reasoning behind this approach is that individual participation in associations could be reason-
ably affected by the average association membership of neighboring individuals living in each
region, sharing a cultural heritage and a local institutional context (for a similar approach, see for
instance, Kouamé, 2021). Moreover, as an additional instrument for variables included in 𝑆𝐶′

𝑖𝑐
we

also employ the number of children of each respondent living in their corresponding household.
According to literature, the parenthood may influence the individual’s time use and the willing-
ness to participate in volunteering organizations (e.g., Smith, 1994; Rotolo, 2000), but it is not
necessarily related with tax morale.16
The CFA and 2SLS approaches are implemented in two stages. In both cases, the first stage

involves regressing by OLS each potentially endogenous explanatory variable (i.e., 𝑆𝐶′
𝑖𝑐
in our

case) on all excluded instruments, the control variables, and country dummies. However, the
second stage varies depending on the approach chosen. In the CFA procedure, the second stage
involves estimating the ordered probit specification from Equation (1) using the maximum likeli-
hood estimator, including as additional regressors the vector of predicted residuals from the first
stage. In contrast, the second stage in the 2SLS procedure consists in estimating by OLS the lin-

16 The information on NUTS2 regions, language, religion and number of children have been also extracted from the
EVS2017.
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TAX MORALE AND SOCIAL CAPITAL: AN EMPIRICAL INVESTIGATION 17

ear regression version of the main model, replacing the potentially endogenous variables by their
predictions from the first stage.

5 RESULTS

5.1 Internal approach

Following the internal approach for defining bridging and bonding social networks, Table 2
shows the estimated coefficients and standard errors (in parentheses) from Equation (1) using the
above-mentioned estimation strategies. Columns I and II present, respectively, the ML estimates
of the ordered probit and the OLS linear regression estimates, while columns III and IV report the
corresponding estimates from the ordered probit model with CFA and the 2SLS linear regression
estimates.17 For the ordered probit specifications (columns I and III), we further present the esti-
mated averagemarginal effects (ME) for the highest score of taxmorale (𝑇 𝑀𝑖𝑐 = 5). Additionally,
at the bottom of Table 2 we report a set of diagnostic tests, whose results support the reliability of
the chosen instrumental variables and the CFA and 2SLS methods.18
In general terms, the estimated results are relatively consistent across the four estimation strate-

gies. However, in view of diagnostic test results, the following comments will be focused on the
outcomes obtained from the instrumental-variables methodologies (columns III and IV from
Table 2). As can be seen, the first aspect that calls our attention is that involvement in volun-
tary associations classified in the bridging and intermediate categories according to the internal
approach is significantly relatedwith a positive individual’s attitude towards paying taxes. Indeed,
according to the average marginal effects from the ordered probit model in column III, the prob-
ability of stating the highest level of tax morality significantly increases by 3.5% and 6% for being
involved in each association categorised as internally bridging and intermediate, respectively. Sim-
ilarly, the 2SLS estimates in column IV show that one-point increase in the membership of these
two types of associations raises taxmorale by 0.070 and 0.191, respectively, on a five-point scale. In
contrast, our estimates show that increasing membership in internally bonding associations are
significantly linked with lower tax morality. According to the ordered probit estimates in column
III, the average marginal effect on the probability of stating the highest level of tax morality for
one unit change in the number of these associations in which individuals belong is −17.7%. Fur-
thermore, the 2SLS estimates in column IV indicate that a one-point increase in the membership
of internally bonding associations yields a reduction of tax morale by 0.457 points on a five-point
scale.
Regarding the estimated coefficients associatedwith control variables, we can observe that they

are reasonable and in line with the already existing evidence on the determining factors of tax

17 To preserve space, we do not show here the detailed results of the first-stage regressions, although they are available
upon request from authors.
18 On the one hand, the excluded instrumental variables are jointly significant in the first-stage regression for each of the
potentially endogenous variables, providing evidence that the instruments are not weak. Additionally, the predicted resid-
uals from the first stage are jointly significant in the estimated ordered probit with CFA, suggesting the potential presence
of endogeneity. On the other hand, according to the 2SLS estimates, the Hansen J statistic on overidentification fails to
reject the exogeneity of instruments, while the Kleibergeb-Paap rk LM test statistic rejects the null of the model’s under-
identification. The Kleibergen-Paap–Wald F-test statistic is larger than the rule-of-thumb value of 10 proposed by Staiger
and Stock (1997), suggesting a strong correlation between our chosen instruments and the potentially endogenous vari-
ables (Kleibergeb & Paap, 2006). Lastly, the Durbin–Wu–Hausman test statistic of endogeneity rejects the null hypothesis
of equality between 2SLS and OLS, suggesting the at least one suspected explanatory variable (i.e., 𝑆𝐶′

𝑖𝑐
) is endogenous.
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morality. Specifically, our findings suggest that personal beliefs, such as trust in others and institu-
tions as well as confidence in the democratic political system and religiosity, significantly increase
individuals’ willingness to pay their taxes without cheating. Additionally, the results also reveal
that tax morality is influenced by certain individual socio-demographic characteristics. First, as
can be seen, women are significantly more likely to report a positive attitude towards taxes than
men. Second, the individual’s age and educational level are significantly positively associatedwith
tax morality. Third, we also find that self-employed persons, homemakers, and unemployed peo-
ple are significantly less likely to state the highest level of tax morale than full-time employees.
Regarding marital status, the results suggest that respondents with a registered partnership (but
unmarried), divorced, and single individuals present significantly fewer positive attitudes towards
taxes than married people. However, we find insignificant effects on tax morale for income level,
as in Torgler (2005a), Konrad and Qari (2012), and Rodriguez-Justicia and Theilen (2018).19
Finally, Table 2 shows that the coefficients of the country dummy variables are jointly signifi-

cant at the 1% level. The corresponding F-test outcome suggests that, regardless of the influence
of social capital and other individual’s socio-demographic characteristics, there are cross-country
differences of tax morale, which may be attributed to the presence of heterogenous cultural back-
grounds, discrepancies in thewelfare and fiscal systems and other contextual unobserved features
at country level.
For the sake of conciseness, the estimated coefficients of country dummy variables have not

been presented in Table 2. Nevertheless, we summarize in Figure 2a these country-specific point
estimates and the corresponding 95% confidence intervals, according to the internal approach,
based on the outcomes obtained with the instrumental-variables methodologies (ordered probit
model with CFA and the 2SLS linear regression). Our specification includes as regressors the set
of country dummies, leaving as the reference (omitted) group the country with the lowest level
of tax morale in the sample (i.e. Russia). Thus, as can be seen in Figure 2a, Russia, Armenia, and
Belarus present by far the lowest levels of taxmorale. Indeed, according to the ordered probit with
CFA, the obtained coefficients of Armenia and Belarus are statistically equal to zero, suggesting
that their morality levels (net of social capital and other socio-demographic characteristics) are
statistically equivalent to those in Russia. This is not surprising, taking into consideration the eco-
nomic, institutional, and cultural linkages of these three countries (e.g., Cameron & Orenstein,
2012; Tarr, 2016). In contrast, the Central European countries of Hungary, Poland, and Slovenia
exhibit themost distant levels of taxmorality (net of explanatory variables) with respect to Russia.
On the one hand, the high levels of taxmorale thatwe observe inHungary and Slovenia are consis-
tent with the conclusions of other authors, such as Torgler (2012), who find that in the aftermath
of joining the EU, in 2004, the tax morale significantly increased in both countries with respect to
the previous decade. Our evidence is in line with this pattern, confirming the increasing tax com-
pliance trend also in the last decade. On the other hand, according to a recent report of the World
Bank (Palmer et al., 2021),20 in the last years there has been a strict and effective commitment

19 To further evaluate the robustness of our findings, following Kouamé (2021) we have also considered horizontal and
vertical trust as potentially endogenous variables. In this case, we have instrumented the social capital variables and hor-
izontal and vertical trust by their respective average values, considering linguistic and religion clusters at NUTS2 level
within the same country, excluding the individual’s responses. The new results, summarized in Appendix B, are highly
consistent with our main findings.
20 In a joint effort with World Bank and EU institutions, the Government of Poland has established the National Revenue
Administration (NRA) and the Large Taxpayers Office (LTO) to reduce the complexity of the tax system (i.e., reducing
errors on tax returns and providing tax certainty). More details can be found in “Sealing the tax gap in Poland: A holistic
approach to tax compliance”, World Bank Blogs, accessed 12 February 2023.
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22 A. CASCAVILLA, J. RIPOLLÉS, & A. MORONE

F IGURE 2 Estimated coefficients of country
dummy variables. a) Internal approach, b)
External approach, c) Integrating approach. The
reference group for country dummy variables is
Russia. Blue circles and lines represent,
respectively, the point estimates and 95%
confidence intervals derived from the ordered
probit with CFA, while red diamonds and lines
corresponds to the 2SLS outcomes. [Colour figure
can be viewed at wileyonlinelibrary.com]

of the Polish administration to encourage taxpayers and administration to reduce tax evasion in
its country. In fact, the VAT gap between the expected and collected revenues in Poland more
than halved between 2015 and 2018, and the combined effort between taxpayers and tax author-
ities may explain the strong difference we find in the citizens’ tax morale (net of explanatory
variables) compared to Russia. Regarding the remaining country dummy coefficients, a consider-
able degree of cross-nation heterogeneity can be seen, but we do not detect any other remarkable
pattern.
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5.2 External approach

In Table 3 we present the corresponding results from using the external measure of bridg-
ing/bonding social networks based on connected and isolated voluntary associations. We employ
again the estimation strategies described in the previous section, and the estimates are presented
in an analogous way. Additionally, as we have proceeded in the internal approach, here we also
focus our attention on the estimates results from the ordered probit model with the CFA (column
III) and the 2SLS regression (column IV) in Table 3, given that diagnostic test results suggest that
instrumental-variables methodologies are appropriate.
According to the estimated coefficients in Table 3, membership in bridging voluntary asso-

ciations in the external approach significantly increases the individual’s willingness to pay taxes.
Indeed, as can be seen in the ordered probit estimates of column III, being involved in each associ-
ation categorised as externally bridging leads to a significant increase in the probability of stating
the highest level of tax morale, with an average marginal effect of 4.7%. This result is also con-
firmed by the 2SLS estimates in column IV, showing that one-point increase in the membership
of this type of associations leads to a significant increase in taxmorale of 0.106 on a five-point scale.
Conversely, involvement in externally bonding voluntary associations is significantly related with
lower taxmorale. Indeed, according to the ordered probit estimates in column III, a unit change in
the number of this kind of associations inwhich individuals belong significantly reduces the prob-
ability of stating the highest level of tax morality, resulting in a negative average marginal effect
of −3.1%. The 2SLS estimates in column IV exhibit a reasonable result, indicating that a marginal
increase in themembership of externally bonding associations results in a reduction of taxmorale
by 0.089 points on a five-point scale. Additionally, the involvement in voluntary associations clas-
sified in the intermediate categories with the external approach is not significantly related to tax
morale. Lastly, as can be noticed, the estimated outcomes related to individual socio-demographic
control variables and country dummies (reported in Table 3 and Figure 2b) are overall coherent
with those previously discussed in the internal approach.

5.3 Integrating approach

Table 4 displays the results from employing the integrating approach to classify voluntary associa-
tions into six different groups. As before, the diagnostic test results support the potential presence
of endogeneity aswell as the instrumental-variablesmethodologies. Therefore, we again focus our
attention on the outcomes obtained when instrumenting the membership in the different type of
voluntary associations (columns III and IV from Table 4).
As can be seen, being involved in bridging-bridging voluntary associations according to the

integrating approach is significantly related with a positive individual’s willingness to pay taxes.
According to the marginal effects from the estimated ordered probit in column III, the probabil-
ity of stating the highest level of tax morale raises by 7.4% for one unit change in the number
of bridging-bridging associations in which individuals belong. This result is relatively consistent
with that obtained by the 2SLS estimates in column IV, showing that a unitary increase in the
membership of these kinds of associations leads to an increase in tax morale by 0.151 points on
a five-point scale. In contrast, the results suggest that being involved in bonding-bonding volun-
tary associations in the integrating approach significantly reduces tax morale. According to the
marginal effects of the ordered probit estimates reported in column III, a unit increase in the
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number of bonding-bonding associations in which individuals belong decreases by −24.1% the
probability of stating the highest level of tax morality.21 Similarly, the 2SLS estimates in column
IV indicate that a one-point increase in the membership of these sorts of associations results in
a reduction of tax morale by 0.659 points on a five-point scale. Regarding the other hybrid com-
binations of bridging/middle/bonding associations in the integrating approach, their estimated
coefficients show mixed signs, although most of them are statistically insignificant at standard
levels. This is not surprising given their diverse nature. Finally, the estimated outcomes of individ-
ual control variables and country dummies (shown in Table 4 and Figure 2c) are rather consistent
with the previously obtained findings with the internal and external approaches.22

6 CONCLUSIONS

The standard economic approach to tax evasion, based on the subjective cost–benefit model, has
been broadly criticized for neglecting nonpecuniary factors in the taxpayer’s behavior. In fact, non-
financial motivations may largely explain the degree of tax compliance of individuals. Among
these, the tax morale, understood as the intrinsic willingness of people to pay taxes, has been
demonstrated to be one of the key factors. Despite the extensive literature on its determinants,
there has been little research on the effect of being involved in volunteering associations on the
individual’s attitude toward paying taxes.
This paper provides evidence on the relationship between associational involvement and the

individual’s willingness to pay taxes, reviewing citizens of 34 European countries. In contrast
to previous studies in this strand of research, we differentiate between involvement in “bridg-
ing” and “bonding” social networks. To do so we apply three approaches, namely the “internal”,
“external”, and “integrating” approach. These approaches consider the socio-demographic het-
erogeneity within associations, the interconnections between them, and a combination of both.
Our estimated results show that individuals involved in bridging (bonding) voluntary associa-
tions tend to exhibit greater (less) levels of tax morale. This evidence remains robust for the three
approaches and different estimation strategies.
According to this evidence, we formulate some policy implications which aim to generate pos-

itive externalities on the society resulting from an individualťs improved attitude towards paying
taxes. First, we suggest incentivizing volunteering in more connected associations and in those
that tend to includemore heterogeneousmembers. Second, interconnections between diverse vol-
untary associations should be promoted, such as those favouring cross-network activities, which
would increase the bridging potential of each group and, hence, could positively stimulate the
members’ willingness to contribute to public expenditures. Third, fostering member heterogene-

21 So far, the main results from the ordered probit have been presented in terms of the average marginal effects for the
highest score of tax morality, computed at the observed values of the covariates across all individuals in the dataset. How-
ever, our findings remain robust by considering certain profiles of individuals. For instance, we also find that tax morale
is positively (negatively) associated to bridging (bonding) associations, regardless of whether individuals belong to both
types of associations, or only to one of them. These results fail to confirm theWoolcock’s prediction that overall externali-
ties of social capital are optimized when a balance exists between bridging and bonding networks. However, it is relevant
to note that the Woolcock’s prediction refers to the community level, while our analysis is at individual level.
22 InAppendixC, as a robustness check,we have presented further results fromEquation (1)with the integrating approach,
considering each social capital variable separately to reduce potential multicollinearity problems. For brevity, in this case
we have focused our attention on the corresponding estimates obtained with the instrumental-variables methodologies
(i.e., ordered probit with CFA and 2SLS). The conclusions remain qualitatively unchanged.
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ity and integration within associations would be desirable to increase the bridging potential of the
social networks in a country. In this vein, the government should implement tax policies that con-
sider the importance of volunteering, stimulating social cohesion and integration bothwithin and
between voluntary associations. As reported in a communication of the European Commission
(1997), voluntary organizations should be encouraged and promoted, given their importance in
social activities and their crucial role in the development and implementation of public policies.23
Moreover, the European Commission conducted a survey of over 2300 voluntary organizations,
showing that their first perceived need is the demand for more funds such as public subsidies,
despite these actually beingmainly dependent on external financial resources. Given the findings
of our research, we suggest policies should be designed that index the allocation of public funds to
the bridging potential of each voluntary organization. For instance, the actual structure of funds
allocation could be integrated as follows: (1) analyzing the association members’ composition;
(2) analyzing the intensity of association cross-associational activities; (3) allocating funds giving
priority to those associations whose members are more heterogeneous and that carry out more
inter-organizational activities. This mechanism would incentivize the bridging potential of each
voluntary organization, encouraging the positive effect on tax compliance of volunteering.
In conclusion, our research shows that the role of associational involvement may be crucial in

shaping taxmorality. Given its potentially heterogeneous impact, we argue that to correctly assess
the effect of volunteering on civic values and personal attitudes, such as an individualťs willing-
ness to pay taxes, a precise distinction should bemade between bridging and bonding associations.
Additionally, as already discussed in the literature (i.e., Geys & Murdoch, 2010), we provide fur-
ther evidence that supports the view that internal and external approaches should be considered
as complementary. Indeed,we have found that the bridging-bonding rankings of associations clas-
sified according to these two approaches turn out to be weakly correlated. Hence, we emphasize
the importance of applying an integrating approach in order to combine information from both
aspects.
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