
A Web-Appendix

A.1 Information on data sources

Individual level responses on benefit morale, tax morale, age, sex, marital status, children,

education (captured by the school leaving age), household income (measured on a ten-point

scale), size of the place of residence (measured on a three-point scale) and employment status

(employed, self-employed, unemployed and out of labour force) are taken from the European

and World Values Survey (E/WVS). In particular, we used the European and World Values

Surveys Four-wave Integrated Data File, 1981-2004. We selected all OECD-member countries

for which benefit and tax morale is available, except South Korea. We have decided to exclude

South Korea since no information on labour market status was available. Our sample consists of

all observations from respondents from these OECD-member countries for which information on

these basic individual characteristics was available. (Table A.2 shows the number of observations

over years and countries.) Note that the E/WVS includes two questions on education: (i) ‘What

is the highest educational level that you have attained?’ and (ii) ‘At what age did you (or will

you) complete your full time education?’. While the former question would be preferred to

measure the level of education, there are considerably more missing answers compared to the

latter one. In order to exploit all the available information on education and to save observations,

we constructed a variable capturing the actual or the regular school leaving age. In particular,

if information on the second question was available we used it. In cases where the answer on the

second question was missing, but information on the first question was available, we imputed

the regular school leaving age at the respective educational level. Thereby we distinguished

two cases: (i) If there was information on both questions for other respondents from the same

country and year available, we imputed the average school leaving age among those with the

same highest educational level attained. (ii) If there were no respondents from the same country

and year available with information on both questions we imputed the regular school living age

of the respective educational level; details are available upon request.

The primary source for the macroeconomic variables (GDP per capita, GDP-deflator and

the unemployment rate) is the OECD Factbook 2007 and various issues of the OECD Economic

Outlook. For the Czech Republic (1991), Mexico (1996), Poland (1990) and Slovakia (1991) no

information on unemployment rates was available and we retrieved this information from the

Database of the International Labour Organization. Information for Hungary (1991), Poland
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(1990) and Slovakia (1991) on the GDP-deflator is from the World Bank’s World Development

Indicators.

Data on implicit tax rates on labour, capital and consumption are own calculations following

Mendoza et al. (1994); Volkerink and de Haan (2001) based on Revenue Statistics and National

Accounts, see TableA.3 below for descriptive statistics by country and wave/year.

Data on public social spending are from the OECD Social Expenditure Database. This

classifies an spending item as social if the benefits are intended to address one or more social

purposes, and if programmes regulating the provision involve either an inter-personal redistribu-

tion, or a compulsory participation. The OECD groups benefits with a social purpose in nine

policy areas: (i) old-age (pensions, early retirement pensions, home-help and residential services

for the elderly), (ii) survivors (pensions and funeral payments), (iii) incapacity-related benefits

(care services, disability benefits, benefits accruing from occupational injury and accident legis-

lation, employee sickness payments), (iv) health (spending on in- and out-patient care, medical

goods, prevention), (v) family (child allowances and credits, child-care support, income support

during leave, sole parent payments), (vi) active labour market policies (employment services,

training, youth measures, subsidized employment, employment measures for the disabled), (vii)

unemployment (unemployment compensation, severance pay, early retirement for labour market

reasons), (viii) housing (housing allowances and rent subsidies) and (ix) other social policy areas

(non-categorical cash benefits to low-income households, other social services). The quantita-

tively most important functional categories are old age (about 33 percent of total public social

spending), health (about 29 percent) and incapacity-related benefits (about 11 percent), for fur-

ther descriptive statistics (by country and wave/year) see TableA.3 below. For further details

please refer to OECD (2007).
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A.2 Testing the normal good assumption of benefit and tax morale

In this section we report on an auxiliary empirical test to determine whether benefit and tax

morale are normal or inferior goods. The E/WVS includes, in addition to the income information

for a sub-sample (12 countries with 18, 344 observations) also a question on household savings.

Survey respondents are asked ‘During the past year, did your family save money, just get by,

spent some savings, or spent savings and borrowed money’. We use this question to construct

an ordinal proxy for positive wealth shocks during the year before the survey. In particular,

we generate a four-point scale variable equal to one for the answer ‘spent savings and borrowed

money’, equal to two for ‘spent some savings’, equal to three for ‘just get by’, and equal to four

for ‘save money’. Clearly, this proxy variable is not perfect. For instance, if a survey respondent’s

family spent savings (and borrowed money) in the year before the survey to purchase a house,

we would categorise this as a negative wealth shock. Unfortunately, no superior variable to

proxy for a wealth shocks is available. TableA.1 summarizes estimation results for two different

Table A.1: Testing the normal good assumption of benefit and tax moralea

Dependent var. Benefit Morale Tax Morale
(I) (II) (I) (II)

Wealth 0.079*** 0.061*** 0.100*** 0.085***
(0.017) (0.017) (0.018) (0.018)

Income 0.031*** (0.040*** −0.016** 0.002
(0.006) 0.006) (0.006) (0.007)

Individual level controls no yes no yes

No. of observations 18,344 18,344
No. of countries 12 12

a Method of estimation is a random intercept model. Standard errors in parentheses below. *,
** and *** indicate statistical significance at the 10-percent level, 5-percent level, and 1-percent
level, respectively. The set of individual level control variables comprises information on age,
sex, marital status (married vs. non-married, number of children, education (captured by the
school leaving age), employment status (employed vs. non-employed), and the size of the place
of residence (measured on a three-point scale). Detailed estimation output is available upon
request.

specifications for both outcome variables. In Specification (I) we include the proxy variable

for (positive) wealth shocks and income as explanatory variables. The idea is that such an

estimations allows us to examine a variation in wealth while controlling for income. That means,

we can observe the impact of a (positive) wealth shock on benefit and tax morale while keeping

the substitution effect constant. In Specification (II) we control also for a set of individual level

control variables. Each specification shows that benefit and tax morale improve in response to a

positive wealth shock. Therefore, we conclude that both morale goods are normal goods.
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Note, as in the case of the estimations presented in the paper we find that benefit morale

(tax morale) increases (decreases) with income. The only exception is given by Specification (II)

of the tax morale estimation, where we find no statistically significant effect of income on tax

morale. This is most likely caused by correlations between income and other covariates that are

more decisive in the smaller sampler (where we in addition control for wealth shocks). In fact, if

we drop the explanatory variable ‘employment status’ from this estimation, we find a negative

effect of income on tax morale; which is, however, still statistically insignificant.
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A.3 Additional tables and figures
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Figure A.1: Average benefit morale in the OECD member countries
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Figure A.2: Average tax morale in the OECD member countries
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Figure A.3: Average difference between benefit and tax morale
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A.3.1 Development of benefit and tax morale over time

For the majority of the countries we can observe the development of benefit and tax morale over

time. FigureA.5 depicts the evolution of average benefit morale for countries with four and three

available observations separately. An equivalent depiction for tax morale is given by FigureA.6.

The average range of fluctuation (i. e. the difference between the country maximum and mini-

mum) in benefit morale for the depicted countries is 0.47. The average range of fluctuation in tax

morale within countries is somewhat higher (0.57). Mexico and Slovakia (which have the largest

fluctuations over time; see paper) are suppressed in FigureA.5 and FigureA.6, respectively. For

the remaining 13 countries (see TableA.2) we have only two or one observations in time.

Figure A.5: Development of benefit morale over time
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Figure A.6: Development of tax morale over time
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