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ARTICLE INFO ABSTRACT
Keywords: In a scenario study with 1200 Austrian taxpayers, we examined how tax compliance is affected by
COVID-19 pandemic the economic crisis related to the COVID-19 pandemic. Moreover, we investigated the potential of

Tax compliance
Economic crisis
Scenario study

should target these groups to strengthen tax compliance in times of crisis.

trust in government, attitude towards taxes, and justice perceptions in mitigating potential ef-
fects. The results suggest a strong effect of the economic environment on tax compliance. Spe-
cifically, tax compliance was lower in scenarios where the pandemic had a negative effect on the
economy than in scenarios with no negative effect. However, for individuals with a positive
attitude towards taxes, compliance was not lower in a negative economic environment than in
pre-COVID-19 times. Moreover, we found that taxpayers who were not affected economically,
taxpayers with a positive attitude towards taxes, and taxpayers with a low propensity to take risks
generally indicated higher levels of tax compliance. Exploratory analyses indicate that taxpayers
who change their compliance behavior in response to the economic environment are, on average,
younger, less educated, more strongly affected economically, and more uncertain about their
current economic situation than taxpayers with stable compliance levels. Policy interventions

1. Introduction

The COVID-19 pandemic has had a substantial effect on the global economy. In an effort to mitigate this effect, governments
worldwide have taken extraordinary measures and spent unprecedented amounts on health care, economic stabilization, and eco-
nomic stimuli, such as direct payments and short-time work support. Taxpayers will ultimately have to foot the bill, yet it remains
unclear to what extent such dramatic changes in the economic environment affect taxpayers’ willingness to comply. In particular, the
COVID-19 pandemic likely influenced important behavioral and psychological determinants of tax compliance, such as trust in tax
authorities or perceived fairness of the tax system (Alm et al., 2020), which in turn might reduce the willingness to pay taxes. The
present paper investigates whether and how the economic environment, psychological determinants of compliance, as well as taxpayer
demographics affect tax compliance during the COVID-19 pandemic. To this end, we conducted a preregistered scenario study with
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1200 Austrian taxpayers.

Experiencing the pandemic and its economic consequences might have several effects on taxpayers who increase or decrease their
propensity to comply with their tax obligations (Alm et al., 2020). For example, the crisis might have a positive effect on the
compliance of taxpayers who believe that the policy response to the pandemic is appropriate and effective. Similarly, the pandemic
might have emphasized the importance of a welfare state that provides health care, job security even in dire economic situations, and a
stable environment for businesses. On the other hand, the crisis might have exacerbated non-compliance among taxpayers who believe
the policy response to the pandemic is inappropriate or insufficient. As a result, these taxpayers might take the opportunity to wrongly
claim stimulus payments and tax deductions or underreport income altogether. Likewise, taxpayers affected strongly by the pandemic
might reduce their compliance to make up for past losses or because they fear future losses through unemployment or bankruptcy.
Brondolo (2009) assumes that the lingering risk of bankruptcy during a financial crisis could outweigh the risks of tax evasion for some
self-employed taxpayers and, thus, increase their propensity for non-compliance. Karpoff (2021) predicts that the COVID-19 pandemic
and the resulting economic turmoil will increase the prevalence of tax evasion and fraud in the upcoming years. He argues that
lockdowns create situations for businesses where the short-term benefits of fraud exceed the potentially negative long-term conse-
quences. Similarly, Alm et al. (2020) suggest that the COVID-19 pandemic might have a negative effect on compliance when taxpayers
believe that it reduces the risk and effectiveness of audits. However, the potential effect of the economic consequences of the COVID-19
pandemic and economic crises on tax compliance remains unclear empirically.

The COVID-19 pandemic does not only affect compliance through its effect on the economy. It also affects taxpayers’ propensity to
evade through its effect on psychological determinants of tax compliance. For example, taxpayers who trust the authorities are more
likely to comply than taxpayers who do not (Kasper et al., 2015; Kirchler et al., 2008; Kogler et al., 2015). Trust appears to be
particularly relevant in times of crisis because the unprecedented nature of the COVID-19 pandemic makes it difficult for taxpayers to
anticipate the consequences of political efforts to mitigate it. Various measures taken by governments to combat the crisis might
directly affect taxpayers’ trust and thus affect compliance (Alm et al., 2020). Similarly, justice perceptions (Tyler et al., 2015) appear to
be important because taxpayers who believe that the handling of the pandemic is unjust might be less likely to comply.

Taxpayers’ attitudes towards paying taxes, often summarized as tax morale, are another important determinant of tax compliance.
Tax morale is affected by the individual’s economic environment, such as individual wealth (Gangl & Torgler, 2020). A laboratory
experiment found a negative relationship between income and tax morale (Grundmann & Graf Lambsdorff, 2017). In contrast, an
analysis of World Value Survey data revealed a negative effect of an economic crisis on tax morale. The author argues that in times of
decreasing income, “less morale is affordable” (Heinemann, 2011, p. 46). Moral balancing, or the compensation of moral behavior in the
past (e.g., by adhering to various COVID restrictions) with non-moral behavior in the present, has been proposed as another channel
through which the pandemic might reduce tax compliance (Alm et al., 2020).

Conversely, the COVID-19 pandemic might positively affect tax morale because it emphasizes the need for public goods, such as
health care and social security. Indeed, data from the European Social Survey revealed a positive relationship between tax morale and
attitudes towards redistribution. However, it was also found that both self-employment and education are negatively correlated with
tax morale (Lago-Penas & Lago-Penas, 2010). As self-employed taxpayers have the greatest opportunity to evade, and these taxpayers
have been affected particularly strongly by the economic turmoil in recent years, the COVID-19 pandemic might have a stronger effect
on the compliance of self-employed taxpayers.

In sum, prior research indicates that the experience of an economic crisis might affect various determinants of tax compliance.
However, despite a large body of recent work on the behavioral determinants of tax compliance (e.g., Engel, Mittone, & Morreale,
2020; Fatas, Nosenzo, Sefton, & Zizzo, 2021; Fochmann, Miiller, & Overesch, 2021; Gangl, van Dijk, van Dijk, & Hofmann, 2020;
Garcia, Opromolla, Vezzulli, & Marques, 2020; Kasper & Alm, 2022; Olsen, Kasper, Kogler, Muehlbacher, & Kirchler, 2019; Kasper and
Rablen, in press) no prior study empirically investigated this effect and the underlying mechanisms. To address these gaps in the
existing literature, our first research question (RQ1) was: Is tax compliance affected by the economic consequences of the COVID-19
pandemic? Specifically, we hypothesized that the effect of experiencing the crisis (i.e., “Present”) on tax compliance is negative
compared to pre-COVID-19 times (i.e., “Past”). Moreover, we assumed that a deteriorating crisis would result in lower tax compliance
compared to a recovered economic environment (i.e., compliance will be lower in a “Negative Outlook” scenario than in a “Positive
Outlook” scenario).

Our study also investigated psychological variables’ role in mitigating the pandemic’s effect on tax compliance. Specifically, our
second research question (RQ2) was: Do higher trust in government, a positive attitude towards taxes, and justice perceptions moderate the
effect of the COVID-19 pandemic on tax compliance? In particular, we hypothesized that high trust in government, a generally positive
attitude towards paying taxes, and high perceived justice mitigate the negative effect of an unfavorable economic environment on tax
compliance.

2. Method
2.1. Participants and procedure
A stratified sample in terms of age and education from the Austrian population (N = 1200) was surveyed by a research agency. The

data was collected online in August 2020 amid the COVID-19 pandemic. The sample consisted of 50.3 % women with a mean age of M
= 40.49 (SD = 15.72). A detailed sample description can be found in Table Al of the Online Appendix.
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2.2. Material

The study comprised two parts: Scenario questions and a survey. The first part consisted of four scenarios to investigate how the
Economic environment (the individual experience at different potential time points throughout the pandemic) affects Tax compliance. To
investigate this relationship, participants were asked to imagine earning €1000 for a one-time activity in each of the scenarios (i.e., four
times in total) and to indicate on an 11-point Likert-type scale (1 = €0 to 11 = €1000) how much of this amount they would find
justified to report in their tax declaration.! Each study participant thus provided four measures of Tax compliance, the dependent
variable in our analyses.

Economic environment. The scenarios asked participants about their tax compliance in a fictional income tax declaration in the
“Present” (i.e., amid the COVID-19 pandemic) and the “Past” (i.e., before the COVID-19 pandemic). Moreover, to examine how a
positive or negative development of the pandemic and its economic consequences affect tax compliance, participants were presented
with a “Positive Outlook™ scenario (i.e., one year from the time the study was conducted, when the COVID-19 pandemic has been
overcome and the economy has recovered) and a “Negative Outlook” scenario (i.e., one year from the time the study was conducted,
when the pandemic is still ongoing and the economic situation has deteriorated further). Participants were presented with the outlook
scenarios in random order, and no order effects were detected.”

In the second part of the study a survey was presented that comprised questions on various explanatory and moderator variables
(trust in government, attitude towards taxes, and justice perceptions), as well as control variables on personal attitudes (optimism,
political orientation, and risk propensity), and affectedness by the COVID-19 pandemic (economic affectedness, economic uncertainty,
and perceived abuse of the system by others). Most survey questions were adapted from prior research. The remaining questions were
developed by the authors. All materials are available via the Open Science Framework (https://osf.io/7exmu/).

2.2.1. Explanatory variables

Trust in government. Trust in the Austrian government was measured with a 5-point Likert-type item (“How much do you trust the
current Austrian government in general?”, adapted from Kogler et al., 2015).

Attitude towards taxes. Attitude towards taxes was measured with a bipolar 5-point Likert-type item (“In your opinion, are taxes
something that ...is taken away from youw.; ...you contribute to society.”, adapted from Erard et al., 2018).

Justice perceptions. Justice perceptions were measured with four 5-point Likert-type items (e.g., “Overall, the relationship between
government services and the level of taxes is fair in Austria.”, @ = 0.86, adapted from Kogler et al., 2015; Verboon & van Dijke, 2011).

2.2.2. Control variables

Optimism. General optimism was measured with a 5-point Likert-type item (“I am always optimistic about the future.”, retrieved from
Glaesmer et al., 2008).

Political orientation. Political orientation was measured with a bipolar 7-point Likert-type item (“Where would you place yourself on
the political spectrum from left to right?”).

Risk propensity. Risk propensity was measured with a bipolar 5-point Likert-type item (“When it comes to financial decisions, do you
prefer to be on the safe side or do you take a risk once in a while?”, adapted from Dohmen et al. 2011).

2.2.3. Affectedness by the COVID-19 pandemic.

Economic affectedness. The extent to which participants were economically affected by the COVID-19 pandemic was measured with
four 5-point Likert-type items (e.g., “How much do you personally feel affected by the economic consequences of the COVID-19 pandemic (e.
g., unemployment, loss of salaries or sales, bankruptcies)?”, a = 0.79).

Economic uncertainty. The perceived extent of economic uncertainty was surveyed with a 5-point Likert-type item (“How uncertain
do you feel about your current economic situation?*).

Abuse of the system by others. The perceived extent of abuse of COVID-19 assistance programs was measured with one 5-point Likert-
type item (“In your opinion, how much do others unfairly take advantage of COVID-19 support assistance (e.g., reduced hours, financial
assistance)?”).

Sociodemographic variables. Participants were also asked to provide information on their gender, age, the highest level of education,
place of residence, current employment status, and whether their employment status has changed due to the COVID-19 pandemic
(short-time work, unemployment, early retirement).

1 This approach, which is frequently used in the literature on tax compliance (e.g., Henderson & Kaplan, 2005), reflects the idea that behavior
results from a causal sequence of beliefs, attitudes, social norms, and behavioral intentions. (Ajzen, 1985).

2 We chose a within-subject design, rather than a between-subject design, to assess how taxpayers respond to changes in the economic envi-
ronment. Within-subject designs have two main advantages over between-subject designs. They do not need random assignment to different
experimental treatments for establishing internal validity, and they provide higher statistical power. The main disadvantages are confounds that
result from presenting the same decision — though slightly different — multiple times such as order-, demand-, or reflection effects (Charness et al.,
2012). However, we do not find that the order in which participants faced the different outlook scenarios had an effect on compliance.
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3. Results

This section is organized into three parts. We first present results on our first research question on the effect of the economic
consequences of the COVID-19 pandemic on tax compliance. Second, we present results on our second research question on the
potentially mitigating effect of psychological factors. Finally, we present additional exploratory analyses.

3.1. Effects of the COVID-19 pandemic on tax compliance (RQ1)

Our first research question addressed the effect of the economic consequences of the COVID-19 pandemic on tax compliance. Fig. 1
displays relative tax compliance for the four economic environments. Compliance levels are lower in the Present and in the Negative
Outlook, which suggests that the negative economic effects of the COVID-19 pandemic have the potential to reduce tax compliance. We
used regression analyses to investigate this relationship further.

Model 1 (Table 1) shows results from linear mixed-effects regression with tax.

compliance as dependent variable and economic environment as a fixed effect, dummy coded with the Past scenario (M = 0.446,
SD = 0.450) as reference category. We included a random effect for participants to account for the repeated measures structure. We
found significant effects of condition on tax compliance for the Present scenario (B =-0.06, p <.001, 95 % CI [-0.07, —0.05]; M = 0.386,
SD = 0.449) and the Negative Outlook scenario (B = -0.06, p <.001, 95 % CI [-0.07, —0.04]; M = 0.389, SD = 0.444). No significant
effect of condition on compliance was found for the Positive Outlook scenario (B = 0.00, p =.990, 95 % CI [-0.01, 0.01]; M = 0.446, SD
= 0.450). In line with Fig. 1, these results indicate that in scenarios describing a negative economic environment during the COVID-19
pandemic tax compliance is lower compared to the Past scenario and the Positive Outlook scenario (see Table A2 of the Online
Appendix for pairwise comparisons between conditions).

3.2. Role of psychological variables (RQ2)

Our second research question addressed whether higher trust in government, a positive attitude towards taxes, and perceived
justice mitigate the negative effect of the economic environment on tax compliance. We ran a linear mixed-effects regression with tax
compliance (reference category was again the Past scenario) as dependent variable and trust in government, attitude towards taxes,
and justice perceptions as independent variables, plus the interaction of these three variables with our scenarios of the economic
environment (Table 1, Model 2). We found positive effects of trust in government, B =0.14, p <.01, 95 % CI [0.03, 0.24], and attitude
towards taxes, B = 0.38, p <.001, 95 % CI [0.29, 0.47], on tax compliance, indicating that participants with higher trust and more
positive attitude toward taxes reported higher tax compliance. Moreover, we found a significant interaction effect of attitude towards
taxes and the Negative Outlook scenario, indicating that the compliance of individuals with a positive attitude towards taxes is largely
unaffected by the Negative Outlook scenario, relative to the Past scenario, B = 0.05, p <.05, 95 % CI [0.00, 0.10].

We ran a third linear mixed-effects regression where we additionally controlled for optimism, political orientation, risk propensity,
economic affectedness, economic uncertainty, perceived abuse of the system by others, and sociodemographic variables (Model 3,
Table 1). We found a positive effect of attitude towards taxes, B = 0.29, p <.001, 95 % CI [0.19, 0.38], on tax compliance, while the
effect of trust was not significant anymore in this model, B = 0.06, p =.246, 95 % CI [-0.04, 0.17]. The interaction effect of attitude
towards taxes and the Negative Outlook scenario remains significant, B = 0.06, p <.05, 95 % CI [0.01, 0.10]. In addition, we found
negative effects of risk propensity, B =-0.15, p <.001, 95 % CI [-0.25, —0.06], and economic affectedness, B =-0.11, p <.05, 95 % CI
[-0.22, —0.00], indicating that higher levels of risk aversion and low economic affectedness was associated with higher tax compliance.

100%
80%
60% -

40% 1 4 ¢ ! ¢
20%
0%

Past Present Positive Outlook Negative Outlook

Compliance

Economic Environment

Fig. 1. Distribution of relative tax compliance in the four scenarios. Notes. Compliance is the relative share of an additional income of €1000 that
participants would report in their tax declaration. Bars show 95 percent confidence levels.
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Table 1

Three linear mixed-effects regression with tax compliance as dependent variable. Model 2 added trust in government, attitude towards taxes, and
justice perceptions as independent variables. Model 3 added optimism, political orientation, risk propensity, economic affectedness, economic un-

certainty, perceived abuse of the system by others and sociodemographic variables as control variables.

Model 1 Model 2 Model 3
Compliance
(Intercept) 0.45 (0.01) il 0.19 (0.03) el 0.29 (0.08) il
Present —0.06 (0.01) il —-0.07 (0.02) il —-0.07 (0.02) il
Positive Outlook 0.00 (0.01) 0.00 (0.02) —0.00 (0.02)
Negative Outlook —0.06 (0.01) -0.07 (0.02) —0.07 (0.02)
Trust in Government (TIG) 0.14 (0.05) 0.06 (0.05)
Attitude Towards Taxes (ATT) 0.38 (0.05) ok 0.29 (0.05) ok
Justice Perceptions (JP) 0.03 (0.07) 0.09 (0.07)
Present x TIG -0.01 (0.03) -0.01 (0.03)
Positive Outlook x TIG —0.00 (0.03) —0.00 (0.03)
Negative Outlook x TIG —0.04 (0.03) —0.04 (0.03)
Present x ATT 0.03 (0.03) 0.04 (0.03)
Positive Outlook x ATT 0.01 (0.03) 0.02 (0.03)
Negative Outlook x ATT 0.05 (0.03) 0.06 (0.03) *
Present x JP —-0.01 (0.04) —-0.01 (0.04)
Positive Outlook x JP —0.02 (0.04) —0.02 (0.04)
Negative Outlook x JP 0.02 (0.04) 0.01 (0.04)
Optimism 0.04 (0.05)
Political Orientation: Right 0.00 (0.05)
Risk Propensity —0.15 (0.05) ok
Economic Affectedness -0.11 (0.06) *
Economic Uncertainty —0.06 (0.04)
Perceived Abuse 0.03 (0.04)
Gender: Male —0.08 (0.02)
Age 0.11 (0.06)
Education 0.10 (0.03) i
Blue Collar Worker -0.07 (0.05)
White Collar Worker —0.01 (0.05)
Self-employed 0.11 (0.06)
In Training 0.10 (0.06)
Retired 0.00 (0.05)
Stay at Home —0.05 (0.07)
Job Other -0.03 (0.07)
n of observations 4800 4800 4776
N of subjects 1200 1200 1194
Marginal R* 0.004 0.102 0.151
Random effects (individual):
Intercept SD 0.41 0.39 0.38
Residual SD 0.17 0.17 0.17

Notes. *p <.05; **p <.01; ***p <.001. Standard errors in parentheses. Past (reference category), Present, Positive Outlook, and Negative Outlook refer

to the four experimental scenarios. Six participants were excluded from the analysis in Model 3 because they identified as neither male nor female.
Higher values indicate higher trust in government, a more positive attitude towards taxes, higher perceived justice, higher optimism, higher risk
propensity, higher economic affectedness, higher economic uncertainty, higher perceived abuse of the system by others, and higher education. Job
was dichotomized with unemployed as reference category. In all models, no significant order effects of outlook scenarios were detected.

We found a positive effect for educational level, B =0.10, p <.01, 95 % CI [0.04 — 0.17], indicating that participants with a lower level
of formal education were less compliant. In sum, when adding control variables and variables on economic affectedness to the model,
we still find that a positive attitude towards paying taxes mitigates the negative effect of the Negative Outlook scenario on compliance.

3.3. Exploratory analyses

This section explores which taxpayer characteristics explain heterogeneity in compliance across the experimental scenarios. To this
end, we divided the sample into three subgroups: (1) Compliers, i.e., individuals who would declare the full amount, independent of the
economic environment; (2) Noncompliers, i.e., individuals who would declare no income, independent of the economic environment;
and (3) Conditional Compliers, i.e., individuals who are neither Compliers nor Noncompliers (Fig. 2).

To explore the factors determining group affiliation, we ran three independent logistic mixed-effects regressions with dichotomized
group affiliation as dependent variable (Table 2). Noncompliers are characterized by low trust in government, OR = 0.41, p <.01, 95 %
CI [0.22, 0.78], a negative attitude towards taxes, OR = 0.19, p <.001, 95 % CI [0.11, 0.34], and high risk propensity, OR = 1.95, p
<.05, 95 % CI [1.09, 3.52]. These participants are more likely to be male, OR = 1.48, p <.05, 95 % CI [1.09, 2.01], and less likely to be
self-employed OR = 0.40, p <.05, 95 % CI [0.18, 0.88], or in training, OR = 0.25, p <.01, 95 % CI [0.10, 0.59].

By contrast, Compliers are characterized by a positive attitude towards taxes, OR = 5.17, p <.001, 95 % CI [3.02, 8.92], low risk
propensity, OR = 0.36, p <.001, 95 % CI [0.19, 0.65], and low economic affectedness, OR = 0.36, p <.01, 95 % CI [0.17, 0.75]. They
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Group Noncomplier # Conditional Complier Complier
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Fig. 2. Tax compliance per subgroup across experimental scenarios. Notes. Compliance is the relative share of an additional income of €1000 that
participants would report in their tax declaration. Bars show 95 percent confidence levels. Noncomplier (n = 297), Complier (n = 344), Conditional
Complier (n = 559). Means of independent variables per group are presented in Table A3 of the Online Appendix.

Table 2
Odds ratios of three independent logistic mixed-effects regression with dichotomized group affiliation to Noncomplier (NC), Complier
(C), and Conditional Complier (CC) as dependent variable.

Group Affiliation

NC C CcC
Predictors (n=297) (n = 344) (n = 559)
(Intercept) 0.97 0.21* 0.55
Trust in Government 0.41 ** 1.33 1.61
Attitude Towards Taxes 0.19 *#* 5.17 *x* 0.87
Justice Perceptions 0.54 0.92 1.64
Optimism 0.73 1.30 1.05
Political Orientation: Right 1.60 1.35 0.55 *
Risk Propensity 1.95* 0.36 *** 1.34
Economic Affectedness 1.07 0.36 ** 1.90 *
Economic Uncertainty 0.70 0.73 1.61*
Perceived Abuse 0.81 1.07 1.09
Gender: Male 1.48 * 0.65 ** 1.07
Age 1.72 212 * 0.41 **
Education 0.86 2.17 *x* 0.59 **
Blue Collar Worker 1.48 0.56 1.06
White Collar Worker 0.81 0.66 1.61
Self-employed 0.40 * 1.30 1.45
In Training 0.25 ** 1.25 1.86 *
Retired 0.89 0.83 1.11
Stay at Home 0.54 0.70 1.89
Job Other 0.98 0.83 1.17
COVID-19 Unemployed 1.08 0.75 1.13
COVID-19 Short time 0.94 1.23 0.93

Notes. *p <.05; **p <.01; ***p <.001. Six participants were excluded from the analysis because they identified as neither male nor
female. Higher values indicated higher trust in government, a more positive attitude towards taxes, higher perceived justice, higher
optimism, higher risk propensity, higher economic affectedness, higher economic uncertainty, higher perceived abuse of the system by
others, and higher education. Job was dichotomized with unemployed as reference category.

are more likely to be female, OR = 0.65, p <.01, 95 % CI [0.48, 0.86], older, OR = 2.12, p <.05, 95 % CI [1.06, 4.271, and relatively
highly educated, OR = 2.17, p <.001, 95 % CI [1.45, 3.25].

Conditional compliers are more likely to be politically left-leaning, OR = 0.55, p <.05 95 % CI [0.32, 0.96], more affected by the
economic consequences of the COVID-19 pandemic, OR = 1.90, p <.05, 95 % CI [1.02, 3.55], and report more economic uncertainty,
OR =1.61,p <.05,95 % CI [1.01, 2.56]. However, while these effects are significant at the five percent level in our main analyses, the
effect of economic uncertainty does not reach statistical significance in the robustness checks presented in the Online Appendix.
Conditional compliers are also younger, OR = 0.41, p <.01, 95 % CI [0.23, 0.73], less educated, OR = 0.59, p <.01, 95 % CI [0.41,
0.85], and more likely to be in training OR = 1.86, p <.05, 95 % CI [1.01, 3.44].

To test the robustness of the results we ran additional analyses, where we included participants who indicated at least 90 %
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compliance in all of the four scenarios to the group of Compliers and participants who indicated 10 % compliance or less in all of the
four scenarios to the group of Noncompliers, while we excluded participants from the Conditional Complier group that showed no
variance in behavior. The results remain largely unchanged. However, the effect of trust in government (for Compliers), as well as the
effect of economic uncertainty (for Conditional Compliers), render insignificant in these robustness tests. All results can be found in
Tables A4 - A6 of the Online Appendix.

4. Discussion and conclusion

This paper employed a scenario study on a sample of 1200 Austrian taxpayers to investigate the effect of the COVID-19 pandemic
on tax compliance and the role of psychological factors in mitigating this effect. Moreover, the study explored the demographic
variables that potentially explain the effect of the pandemic on compliance.

The present study is among the first to provide experimental evidence for a negative effect of an economic crisis on tax compliance.
Specifically, the results show that tax compliance was lower in scenarios with a negative economic environment (Present and Negative
Outlook) than in scenarios with a more positive economic environment (Past and Positive Outlook). We also found an interaction be-
tween attitude toward taxes and the Negative Outlook scenario, indicating that a positive attitude toward taxes has the potential to
mitigate the negative effect of economic crises on compliance. Independent of the economic environment, taxpayers with a more
positive attitude towards taxes, taxpayers with a lower risk propensity, and taxpayers who indicated that they were largely unaffected
by the economic consequences of the crisis indicated higher willingness to pay taxes.

The results of the exploratory analyses reveal that taxpayers who change their compliance behavior in response to the economic
environment (Conditional Compliers) are more strongly affected by the economic crisis and feel more uncertain about their economic
situation, however, the significant effect of economic uncertainty is not corroborated in our robustness tests. Nevertheless, these results
provide some indication that tax compliance is lower among taxpayers who are hit particularly hard by an economic crisis (Heine-
mann, 2011). Conditional Compliers are younger, less educated, and more likely to be in training than Compliers and Noncompliers.
Moreover, these taxpayers feel more strongly affected by the crisis and consequently experience greater economic uncertainty. Policy
interventions should target these individuals to reduce economic uncertainty and strengthen tax compliance in times of crisis.
Moreover, our finding of low trust in government and negative attitude towards taxes among Noncompliers as well as a positive attitude
towards taxes among Compliers suggests that building trust in government and strengthening a positive attitude toward taxes has
overall positive effects on compliance.

Self-employed taxpayers are of particular relevance in tax compliance research. These taxpayers have the greatest opportunity to
evade and have been affected particularly strongly by the pandemic. As a result, the COVID-19 pandemic might have a stronger effect
on the compliance of self-employed taxpayers; hence, it seems likely that they might be part of the group of Conditional Compliers.
However, logistic regression analyses reveal that self-employed taxpayers are not over-represented in any specific group of taxpayers.
In contrast, we find that these taxpayers are less likely affiliated with the group of Noncompliers. Our sample comprised only a small
number of self-employed taxpayers (n = 91) and does not allow for a detailed analysis of this group. Consequently, we consider a
careful investigation of the COVID-19 pandemics’ effect on self-employed taxpayers as an important avenue for future research.
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