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Abstract This article examines the role of income status and policy context in jointly
determining public responses to taxation policies. Based upon the notion that taxpayers’
self-interested preferences are inextricably intertwined with the policy context, I hypoth-
esise that high-income taxpayers react differently to taxation policies depending on their
perceived tax burden associated with tax policy structures. Using international social
survey data, I find that the link between income and tax support is conditioned by the tax
system within which taxpayers are contextually situated. In countries with comparatively
high levels of direct taxes, high-income taxpayers react more negatively to higher and
more progressive taxation than do low-income counterparts. In contrast, in low-tax soci-
eties, attitudinal cleavages among income classes become less intense. Moreover, the
results reveal that the impact of income on tax attitudes does not significantly vary across
countries with different degrees of tax concentration. The article concludes with a dis-
cussion of the implications of these findings and directions for further research.

Keywords Class politics - Policy feedback - Income status - Tax policy - Public opinion

1 Introduction

Redistributive schemes are unlikely to succeed in the absence of public support for taxation
policies. It is crucial for governments to mitigate potential tax revolts and other public
reactions that may undermine the financial basis of the social security system, especially in
times of fiscal retrenchment and increasing inequality (OECD 2008). Political scientists
and sociologists have invested a great deal of effort into identifying the sources of citizen-
initiated tax revolts (Lowery and Sigelman 1981; Beck and Dye 1982; Sears and Citrin
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1982; Beck et al. 1990; Bowler and Donovan 1995; Bartels 2005; Rudolph 2009). One of
the most common explanations is the economic self-interest hypothesis, namely, taxpayers
behave in accordance with their material benefits and costs. For example, this view predicts
that individuals with affluent economic resources and low market risks are more likely to
manifest anti-tax sentiments than do less privileged categories. Indeed, previous empirical
studies have shown that high-income earners are less in favour of progressive tax policies
than low-income earners (Edlund 2000, 2003).

We know less, however, about the potential role of existing policy structures in shaping
individual-level tax attitudes. The basic intuition here is that the development of self-
interested preferences is not an ‘atomistic’ procedure but rather is inextricably embedded
in social contexts (i.e., institutional settings). Put differently, self-interest and institution-
alist theories are not independent of each other, but rather they simultaneously contribute
to the development of taxpayers’ policy attitudes. To date, such joint mechanisms have not
been fully investigated, and several questions remain unanswered. For example, do tax-
payers alter their preferences in response to the institutional context in which they are
situated? If so, which tax policy dimensions are most responsible for these context effects?
More specifically, do high-income taxpayers resist further tax increases or progressive
taxation in the same (or in a similar) manner regardless of the institutional environment?
To answer these questions, the present paper explores how taxpayers contextualise their
self-interest within a given policy situation. This is important for at least two reasons. First,
it contributes to the policy-feedback literature by confirming that existing (tax) policy
legacies can influence how citizens (taxpayers) perceive the potential gains and losses
associated with a particular (tax) policy scheme. Second, the social policy literature dealing
with the relationship between policy structures and mass politics has mainly focused on the
‘spending side’ of redistributive government (i.e., social benefits and services), whereas
much less attention has been devoted to its ‘financing side’ (i.e., tax burden). The present
paper aims at filling this lacuna by linking the literature: mass feedback effects and class
politics over taxation policy.

The goals of this project are threefold. First, it focuses on two tax policy features: (1) the
absolute amount of direct taxes; and (2) the relative distribution of tax burden across
different income classes. In particular, the impact of the latter dimension (i.e., tax con-
centration) on tax preferences has barely been tested in existing studies. Second, this paper
provides a theoretical framework for how these two institutional circumstances affect
voters’ tax preferences. Although the role of individual-level attributes in determining tax
attitudes has been well documented in previous studies (Edlund 2000, 2003), the theo-
retical mechanisms underlying the association between tax policy contexts and mass
attitudes remain unclear. This paper argues that the self-interested calculus of taxpayers is
not exogenous but depends on the institutional arrangements in which stakeholders are
socially located. Specifically, it hypothesises that the effect of income status on tax atti-
tudes varies according to the perceived tax burden associated with a given tax system.
Third, using survey data from 19 rich and middle-income societies, this paper provides
empirical evidence for the claim that income and tax schemes jointly affect outcome
attitudes. I find that the downward impact of higher income is less prominent in countries
with lower levels of direct taxes. Moreover, the empirical results reveal that the context
effect of tax concentration is rather limited. In other words, the relationship between
income and tax support does not significantly differ across countries with different levels
of tax concentration.
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2 Theoretical Background and Hypotheses
2.1 Self-Interested Tax Attitudes

Economic self-interest has been regarded as an influential driving force in shaping voters’
preferences towards redistributive policies (Romer 1975; Roberts 1977; Meltzer and
Richard 1981). Individuals with lower labour market positions—i.e., those with few
economic resources and high market risks—are expected to favour government-led social
services because they tend to be the beneficiaries of such services. Conversely, grievances
against redistributive government would be most prevalent among affluent, low-risk cat-
egories who contribute to the financing of such schemes. In essence, this approach assumes
that individuals behave opportunistically based on a self-interested calculus. Scholars have
argued that demographic profiles such as gender, age, employment status, and social class
evoke distinctive patterns of self-interested responses. Those who benefit from the welfare
system—e.g., females, the elderly, the unemployed, and low-income earners (or manual
labourers)—are assumed to have strong incentives to defend it. This prediction has been
evidenced by several empirical investigations (Hasenfeld and Rafferty 1989; Svallfors
1997; Edlund 1999a; Linos and West 2003; Jeger 2006; Sumino 2014).

The self-interest approach is equally applicable to the analysis of individuals’ prefer-
ences towards faxation. Given that one’s relative position on the income ladder directly
affects his or her actual and perceived tax burden, we can assume that income position acts
as an immediate trigger for the formation of self-interested aspirations regarding tax
policies. The feeling of being burdened by the demands of the welfare state is expected to
be most intense among high-income contributors and less so among low-income benefi-
ciaries (Sears and Citrin 1982; Sears and Funk 1990), which in turn generates attitudinal
polarisation among individuals with different income resources. Despite the logic, the
empirical evidence is somewhat inconclusive. Some studies find systematic differences in
tax attitudes among income groups (Edlund 2000; Barnes 2015), while others find no such
differences (Lowery and Sigelman 1981). Thus, the first hypothesis is as follows:

Hypothesis 1 Attitudinal polarisation towards tax policies exists among different income
classes. High-income earners are less willing to favour higher and more progressive
taxation.

2.2 Institutional Feedback Effects—Tax Level and Concentration

Another theoretical approach is the institutionalist model, which emphasises the role of
institutions (or policy structures) in preference development. This approach contends that
policies, once put in place, have ‘feedback effects’ on political processes (Skocpol 1992;
Pierson 1993; Mettler and Soss 2004). Policies are not only the consequence of political
struggles (Easton 1953; Brooks and Manza 2006) but also the cause of political forces that
reshape political actors’ interests, identities, and cognitive interpretations of the social
world. Policies generate resources and incentives that influence the ways in which political
actors define the gains and losses of various courses of action. Echoing this idea, the social
policy literature has argued that different entitlement schemes—universalistic versus tar-
geted programmes—produce distinct patterns of social stratification (Korpi 1983; Esping-
Andersen 1990; Korpi and Palme 1998; Rothstein 1998, 2002; Larsen 2007). On the other
hand, Svallfors (1997, 2003, 2004) suggests that although the overall level of support for
redistribution significantly differs across welfare regime types (higher support in the social
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democratic regime than in the radical and liberal counterparts), clear cleavage structures do
not exist between countries (see also Papadakis and Bean 1993; Bean and Papadakis 1998;
Edlund 1999a; Gelissen 2000; Arts and Gelissen 2001; Andref3 and Heien 2001; Linos and
West 2003; Jeger 2006; Larsen 2007).

Drawing on these arguments, one can assume that mass publics react opportunistically
according to the incentives and constraints inherent in tax policy structures. This implies
that the self-interest calculus discussed above is not an ‘atomistic’ procedure but rather is
embedded in a given tax policy environment. In other words, stakeholders’ reactions to tax
policies are not uniform but differ systematically depending on the policy context, within
which they contextualise their self-interested calculations. In brief, the linkage between
income status and tax attitudes (Hypothesis 1) might be conditioned—either strengthened
or weakened—by existing tax policy structures.

Then, which policy features may have an interaction effect on voters’ attitudes towards
taxation? I suggest two policy dimensions—tax level and fax concentration—that seem to
have particular relevance to taxpayers’ self-interest. ‘Tax level’ refers to the overall
amount of taxes levied on households, while ‘tax concentration’ refers to the distribution of
tax burden across income groups. These policy dimensions are conceptually distinct, the
former reflecting the absolute level of tax burden, whereas the latter reflecting the relative
share of tax burden among households with different income resources. In the paragraphs
that follow, I explain how these two policy features may contribute to the development of
public opinion.

Tax level may have an interaction effect on the relationship between income status and
tax attitudes. In countries with high tax levels, taxation policies are relatively visible to
stakeholders and thus, are often recognised as a potential challenge to the pursuit of self-
interested goals. A heavier tax burden increases the perceived tax price associated with
social services and instils anti-tax sentiments especially among those who bear a relatively
high ‘tax cost’ (i.e., the upper income class). As a result, in high-tax countries, the conflict
of interest among different income categories becomes more salient and acute. By contrast,
in low-tax societies where tax burdens are comparatively small or even ‘latent’, attitudinal
polarisation among income classes becomes minor.' The argument can be summarised as
follows:

Hypothesis 2a Attitudinal differences across income classes become more evident in
high-tax societies. High-income taxpayers are more reluctant to support taxation policies in
countries with higher levels of direct taxes.

When examining the above proposition, this study pays particular attention to the level
of direct—rather than indirect—taxation for two reasons. First, direct taxes are more
visible and subject to public attention and scrutiny. Wilensky (1975, 1976) suggests that
the composition of taxation can affect mass perceptions towards tax burdens, arguing that
countries relying on visible forms of taxation (e.g., direct taxes on personal income) are
more likely to face welfare backlash than those relying on less visible ones (see also
Coughlin 1980; Hibbs and Madsen 1981). People are more sensitive (or responsive) to
direct taxes than to less visible forms of taxation because the high visibility of direct taxes

L of course, this is not to say that tax resistance will be absent in low-tax societies nor that tax level is the
only cause of a protest movement. For instance, Martin (2008) argues that in the United States not every tax
increase (i.e., the absolute amount of taxes) causes a tax revolt but that American taxpayers react angrily
when they understand that a policy change undermines their informal tax privileges—i.e., specific tax
exemptions not codified in law but are part of the tax system in practice—that provide them with a shelter
from potential market anomalies.
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stimulates a feeling of ‘being burdened’, and this in turn provokes public discontent against
redistributive government. Second, given that one’s income status serves as the initial basis
for self-interested calculations (Hypothesis 1), direct taxes on earned income play a more
relevant role than do indirect taxes (e.g., sales and value-added taxes) in conditioning the
income-attitude linkage. In other words, since the aim of this study is to test how different
income groups react to taxation policies in different policy contexts, it is theoretically
consistent to focus on direct taxes levied on income rather than indirect taxes levied on
goods and services.”

Tax concentration may have an interaction effect on the link between income and
taxpayers’ responses. This idea derives from the work of Korpi and Palme (1998), in which
they argue that the disproportionate distribution of transfer benefits gives rise to a zero-sum
competition between net beneficiaries and net contributors. Welfare state institutions
characterised by means-tested low-income targeting tend to split the population into those
who benefit from the transfer scheme and those who do not, which leads to divergent
definitions of interests and identities among social classes. Although the Korpi and Palme’s
(1998) model focuses on the benefit side of redistributive politics, the underlying logic can
be extended to the financing side. That is, an unevenly distributed tax burden may affect
the formation of interests and identities among different income categories—in countries
where tax burdens are disproportionately concentrated in certain households (e.g., high-
income earners), attitudinal cleavages become more intense than in countries where
household taxes are proportionally distributed. This argument leads to the following
hypothesis:

Hypothesis 2b Attitudinal differences across income classes grow wider in countries
with concentrated taxation. High-income taxpayers become more reluctant to support
taxation policies in countries where tax costs are unevenly (or ‘unfairly’) distributed across
income groups.

Empirical evidence on the link between policy features and tax attitudes is sparse and
inconsistent. For instance, Jaime-Castillo and Sdez-Lozano (2014) operationalise ‘direct
taxation’ as the sum of direct taxes (i.e., incomes, profits, capital gains, and payrolls taxes)
as a percentage of GDP, and demonstrate that attitudinal differences among socio-eco-
nomic (occupational) classes are more salient in the context of higher direct taxes.” In
contrast, Barnes (2015, supplementary material) finds no systematic relationship between
tax schemes (tax level and progressivity) and mass attitudes (see also Ariely 2011).

3 Data and Measures
3.1 Data

The analysis is based on data from the ‘Role of Government IV’ module of the Interna-
tional Social Survey Programme (ISSP) collected during 2005-2008. Although the ISSP

2 This is not to say that there is no relationship between indirect tax policies and mass opinion.

3 Their work differs from the present study in that they assessed ‘social class’ using the International Socio-
Economic Index (ISEI) and did not associate income status with tax preferences (as argued earlier, it is
income position that directly determines one’s actual and perceived tax burden and thus contributes to the
formation of tax policy opinion), and in that they employed different measures of ‘tax policy schemes’ and
‘tax attitudes’.
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contains data from over 30 countries around the globe, the estimations were carried out
using the data from 19 rich and middle-income societies for which key macro-level
indicators (OECD 2008) are fully available.* After listwise deletion of missing cases, the
effective sample sizes for the final models were 18,812 (tax level attitude) and 18,940 (tax
progressivity attitude).’

3.2 Measures

The dependent variables—support for taxation policies—were measured using the fol-
lowing three response items:

Generally, how would you describe taxes in [R’s country] today? (We mean all taxes
together, including wage deductions, income tax, taxes on goods and services and all
the rest)®

First, for those with high incomes, are taxes too high (coded —1), about right (0), or
too low (41)?”

Next, for those with middle incomes, are taxes too high (—1), about right (0), or too
low (+1)?

Lastly, for those with low incomes, are taxes too high (—1), about right (0), or too
low (+1)?

On the basis of these items, I calculate two similar, yet conceptually distinct, tax attitude
indicators: the tax level index and the tax progressivity index. To do so, I follow the
procedure described by Edlund (1999a, b, 2000). The first measure, tax level index, reflects
respondents’ attitudes towards the overall amount of taxes, calculated by (thi + tmi + tli)/
3, where ‘thi’ is the response score for the first item (taxes for those with high incomes),
‘tmi’ is the response score for the second item (taxes for those with middle incomes), and
‘tli’ is the response score for the third item (taxes for those with low incomes). The second
measure, tax progressivity index, taps respondents’ attitudes towards the tax burden
imposed on high-income earners when compared with that on their low-income counter-
parts, defined by (thi — tli)/2. The former measure concerns one’s support for overall tax
increases regardless of the target group (high-, middle-, or low-income groups), while the
latter measure represents one’s support for tax increases for high-income groups relative to
low-income groups. Both measures can range from —1 (strongest agreement with lower or
proportional taxation) to +1 (strongest agreement with higher or progressive taxation). As
presented in Fig. 1, the two attitude indices vary substantially within and across countries.
Overall, support for higher and more progressive taxation is most prominent in South
Korea, Germany, and Slovak Republic, and least so in New Zealand, Australia, and
Canada. The two outcome variables are moderately correlated (pooled data: Spearman’s
p = .41) but were estimated separately.

4 The included countries are Australia, Canada, Czech Republic, Denmark, Finland, France, Germany,
Great Britain, Ireland, Japan, the Netherlands, New Zealand, Norway, Poland, Slovak Republic (available
from a separate data file), South Korea, Sweden, Switzerland, and the United States.

> Respondents aged 17 or younger were omitted.

© One disadvantage of using this question is that the word ‘taxes’ covers a wide variety of taxes including
indirect taxes (i.e., taxes on goods and services). Ideally, ‘taxes’ should only refer to direct income taxes
because the present study argues that tax attitudes are jointly motivated by income status and direct income
taxes.

7 “Much too high’ and ‘too high’ were coded as —1, while ‘much too low’ and ‘too low’ were coded as +1.
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Fig. 1 Distribution of tax attitudes by country. Notes Two indices range from —1 (lowest support for tax
increases and progressivity) to +1 (strongest support for tax increases and progressivity). For the tax level
attitude index (left), countries are sorted by the proportion of the sum of ‘+1°, ‘+.67” and ‘+.33’, while for
the tax progressivity attitude index (right), countries are sorted by the proportion of ‘+1°. N = 18,812/
18,940

The primary independent variable of interest is income status. The ISSP 2006 contains
country-specific variables coding respondents’ household incomes. Actual/continuous
income values are available for some countries, while for others, only income
ranges/categories are given. For example, the income categories for the United States are
as follows:

Less than $1000 per year
From $1000 up to $2999
From $3000 up to $3999

[...]

From $110,000 up to $129,999
From $130,000 up to $149,999
More than $150,000

To convert these income intervals into pseudo-continuous scales, the midpoint of each
bracket was assumed as a proxy for actual income—e.g., less than $1000 = $500, from
$1000 up to $2999 = $2000, from $3000 up to $3999 = $3500, and so on (see Rueda
et al. 2014; Rueda 2014; Rueda and Stegmueller 2015). The midpoint of the last open-
ended category (e.g., more than $150,000) was extrapolated from the frequencies of the
next-to-top and the top categories using a Pareto formula proposed by Hout (2004).® Next,
to take into account the differences in price levels across countries, income values were
adjusted by purchasing power parities (PPPs) for actual individual consumption in national
currencies per US dollar (OECD 2006; see also OECD 2012). Finally, to adjust for
differences in household compositions, household incomes were deflated using an
equivalence scale of the square root of household size (Buhmann et al. 1988).” To reduce
skewness, income values were transformed with a natural logarithm prior to analysis.'”

8 For several countries, household income is offered on an annual, not a monthly, basis. To gain compa-
rability across countries, annual incomes were divided by 12.

® Household size ranges from 1 to 34 (mean = 2.7; SD 1.4). To reduce the influence of outlying values,
respondents with 9 or more household members (0.2 %) were recoded as 8.

10 Respondents with zero income (0.3 %), that is, Ln(0), were dropped from the data.
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Income and occupational classes are often regarded as interchangeable proxies for
social stratification. Occupational status, defined using the International Socio-Economic
Index (Ganzeboom et al. 1992) or the Erikson-Goldthorpe class schema (Erikson and
Goldthorpe 1992), could be considered an alternative option for analysing the impact of
social stratification on tax attitudes. It could be argued that one’s position on the income
ladder presupposes one’s occupational status in the labour market, and not vice versa.
Nonetheless, the present study focuses exclusively on income position not only because the
inclusion of the occupational status measure substantially reduces the number of effective
observations but also because, as discussed above, tax burdens and corresponding reactions
to tax policies (progressive income taxes, in particular) are determined primarily by one’s
position in the income distribution, not by one’s occupational class.

Demographic characteristics that have been shown to affect tax attitudes (Lowery and
Sigelman 1981; Edlund 1999b, 2003) were included as background controls: gender (fe-
male = 1, male = 0), age (years divided by 10), educational attainment (dummies for no
formal qualification, lowest formal, above lowest, higher secondary, above higher sec-
ondary, and university degree), and working status (dummies for full-time, part-time or
less, unemployed, student, retired, housekeeping, and others).11 In particular, including
‘educational attainment’ as a potential confounder adds strength to the causal inferences
because education may affect both one’s current labour income (cause) and perceptions
towards taxation (effect/outcome).

The key macro-level factors are tax level and concentration. The level of taxes was
measured by the share of taxes in household income (OECD 2008). This index reflects
cross-national differences in the absolute amount of taxes imposed on households. Higher
values indicate higher levels of income taxes and social security contributions. On the
other hand, the concentration (or dispersion) of taxes was gauged by the concentration
coefficient of household taxes, which taps the extent to which household taxes are dis-
proportionately allocated across different income groups (OECD 2008). The concentration
index is calculated in the same way as the Gini index: a score of zero indicates that all
income groups pay an equal share of household taxes; a higher value indicates a more
‘unequal’ (concentrated) distribution of tax payments; a lower value indicates a more
‘equal’ (proportional) tax policy.

As presented in Fig. 2, there is larger cross-national variation in the level of taxes than
the concentration index. In the tax level measure, household taxes account for more than
30 % of household income in the Nordic countries (Denmark, Sweden, Norway, and
Finland), Switzerland, and Germany, while the share is less than 10 % in South Korea. On
the other hand, the concentration coefficients of household taxes are highest in liberal
market economies (the United States, Ireland, Great Britain, Australia, New Zealand, and
Canada), and by far the lowest in Switzerland, followed by Sweden and Denmark. The two
measures were only moderately correlated with each other (Pearson’s r = —.40; p > .05).

The two tax policy indices have an advantage over national-revenue measures such as
the level of tax revenues as a percentage of GDP. It seems quite demanding to assume that
the general public is well informed about their domestic tax-revenue structure. If indi-
viduals are not adequately aware of the revenue structure and its implications,'* then it
makes no sense to argue that individuals alter their self-interested calculations and sub-
sequent reactions to taxation according to the policy context. In this respect, the tax policy

' Subjective (explanatory) variables such as political trust, political ideology, and self-rated social class
were omitted from the analysis to avoid potential endogeneity issues.

12 For related arguments, see Roberts and Hite (1994), Roberts et al. (1994), but see Edlund (2003).
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Fig. 2 Variation in tax level and concentration across 19 countries. Source OECD (2008)

measures used in the present study—the share of taxes in household income and the
concentration of taxes across households—are more closely linked to personal self-interest
and policy perceptions as they are designed to assess the tax burden at the household level.
In contrast, national-revenue measures are less tangible for the general public, and thus, are
less likely to contribute to the formation of individuals’ preferences.

As a country-level control, I include ‘market income inequality’, measured by the Gini
index of pre-tax and transfer income (OECD 2005). Although not the main interest of this
paper, existing income disparities might significantly affect the causal mechanisms tested
here. First, the degree of concentrated taxation may be greater in countries where the
distribution of market income is highly unequal. In other words, market income inequality
might be a confounding factor for both tax progressivity and outcome attitudes. Moreover,
drawing on Meltzer and Richard (1981), one could assume that income inequality (i.e.,
country-level context) might be associated with public demand for redistribution, namely
the interaction effect of inequality on the link between income status and outcome attitudes
(Finseraas 2009; Schmidt-Catran 2014). To test this alternative hypothesis, I use ‘pre-tax
and transfer Gini’ (i.e., market income inequality) rather than ‘post-tax and transfer Gini’
(i.e., disposable income inequality) not only because the Metzler and Richard model
originally refers to pre-tax and transfer market income inequality (Finseraas 2009) but also
because post-tax and transfer inequality reflects (or includes ‘information’ about) the
degree of redistributive efforts in a given country. ‘Redistribution’ can be defined as the
reduction in inequality produced by taxes and social transfers (Wang and Caminada 2011):

r (redistribution) = gini®™® (market income inequality)
— gini®®" (disposable income inequality)
& giniP™ = giniP™®—r

As this definition suggests, ‘gini®® refers to the inifial level of income inequality created

in the labour market prior to redistribution (r), whereas ‘gini®*" refers to the level of
inequality adjusted by redistributive efforts, including taxation policies. Given that ‘tax-
ation policies’—tax level and concentration—are the key explanatory variables of interest
in this paper, it seems plausible to rule out any factors that reflect the degree of government
intervention (i.e., taxes and social transfers) from the income inequality measure. Using
‘post-tax and transfer income inequality’, which conceptually overlaps with ‘redistributive
policy’, makes it difficult to discern the effect of market inequality and that of government
efforts such as redistributive taxation.
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Another macro-level control is ‘economic affluence’, defined as gross domestic product
(GDP) per capita based on purchasing power parity (PPP) in US dollars (IMF 2005). One
could argue that the salience of class conflicts differs across countries with different levels
of economic development. More specifically, attitudinal differences between income
classes might be less salient in economically advanced countries. In societies where citi-
zens in general have abundant economic resources to buy basic needs such as food and
shelter, differences in attitudes towards redistributive taxation may become minor because
both the rich and the poor do not ‘desperately’ depend on redistributive schemes. Thus, we
can expect a (relatively) similar amount of support from the rich and the poor. On the other
hand, in relatively impoverished societies, public attitudes deviate among different income
groups because government redistribution serves as a ‘refuge of last resort’ that protects
the very poor from disruptive market forces. In this scenario, we can expect an ‘unbal-
anced’ support from the rich and the poor—i.e., a very strong support from the poor and a
relatively weak support from the rich.

3.3 Analytical Approach

A multilevel modelling approach was applied to examine hierarchically nested samples
and to jointly test the explanatory power of both individual- and country-level factors
(Goldstein 1995; Kreft and De Leeuw 1998; Snijders and Bosker 1999). Given the ordi-
nal/categorical nature of the outcome measures, I used an ordered logit link function. All
models were estimated using MLwiN version 2.30 (Rasbash et al. 2014).

4 Results

The estimated results are shown in Tables 1 (tax level) and 2 (tax progressivity). As shown
in the empty models (models Oa and Ob), the estimated between-country variances were
219 and .328, with VPCs (variance partition coefficients) of .062 and .091, indicating that
approximately 6.2 and 9.1 % of the variations in the outcome variables are accounted for
by differences between level-2 cohorts.

In models 1a and 1b, a set of individual-level variables was added. As predicted in
Hypothesis 1, the effects of income status are negative and highly significant (p < .001),
suggesting that high-income groups prefer lower and proportional tax policies. This is true
even after allowing income slopes to vary across countries (models 2a and 2b). Several
demographic controls were found to be significantly related to tax attitudes. Interestingly,
highly educated respondents (with university degrees) accept tax increases, whereas they
express resistance to a disproportionate taxation; support for tax increases and progressive
taxation is stronger among the elderly, with a slight levelling off in the higher age cate-
gories; being a woman is associated with greater support for tax progressivity but not with
support for tax increases; compared with full-time workers, students and retired persons
express support for tax increases but not for uneven tax payments; housekeeping is
inversely associated with support for higher and more progressive taxation. In models 3a
and 3b, country-level factors were included."?

Hypotheses 2a and 2b predicted that high-income taxpayers are less willing to support
taxation in the context of high and progressive tax policy. To test these hypotheses, the
interaction terms between income status and tax policy indices were added in models 4a

'3 The four country-level variables were standardised prior to analysis for ease of interpretation.
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and 4b. For tax level attitudes (Table 1), the interaction between income status and tax
level was negative (B = — .116) and significant (p < .05). For tax progressivity attitudes
(Table 2), the interaction effect was negative (B = —.111) but did not reach statistical
significance (z = 1.43). In models 5a and 5b that include the interaction terms between
income and macro-level controls, the interaction effects of tax level remained negative
(B = —.188; —.180) and statistically significant (p < .001; .05), indicating that the mar-
ginal (downward) impact of higher income on tax attitudes is larger in high-tax societies.
In particular, the random slope variance was markedly reduced from .053 (model 3a) to
.028 (model 4a), suggesting that the interaction terms (income X tax policy indices)
introduced in model 4a account for nearly half (47 %, [1 — (.028/.053)]) of the income
slope variance.

On the other hand, the tax concentration hypothesis (Hypothesis 2b) was not supported.
There was no significant interaction between income position and tax concentration,
suggesting that attitudinal disparities between income groups are independent of the degree
of tax concentration in each society. For robustness check, I estimated the same interaction
models (models 5a and 5b) using the effectiveness (inequality reduction) index for
household taxes (OECD 2008; Wang and Caminada 2011) instead of the concentration
coefficient of household taxes. The effectiveness index is defined as the distance between
the Gini coefficient of before-tax earnings and that of after-tax earnings (i.e., inequality
reduction by household taxes). This scale, which reflects the redistributive impact of
household taxes, can be considered as an alternative proxy for progressive taxation
(Kakwani 1977; Joumard et al. 2012). The results, however, showed that the interaction
terms between income and the effectiveness index remained statistically insignificant
(p > .10; not reported here).

To help interpret the substantive magnitude of the interaction effects, predicted prob-
abilities were calculated using the parameter estimates from models 5a and 5b. The results
are presented in Table 3. In the context of high-tax policy (52.5), the shift from the poor
(10th percentile) to the rich (90th percentile) substantially decreases the probabilities of
support for tax increases (—.225) and more progressive taxation (—.288), while in the
context of low-tax policy (8.0) the effect of income on attitudes is less clear (—.047) or
even works in the opposite direction (+.103). On the other hand, patterns of attitudinal
gaps between income groups are similar across countries with different degrees of tax
concentration (tax level attitudes: —.060 and —.083; tax progressivity attitudes: —.156 and
—.207).

5 Discussion

Thus far, I have investigated how both demographic and contextual circumstances are
associated with taxpayers’ policy preferences, with a particular focus on the interaction
mechanisms between income status and policy contexts. The theoretical model tested was
based on the following two propositions: (1) taxpayers’ preferences are primarily moti-
vated by self-interest; and (2) taxpayers situate their self-interest within a given policy
context. With regard to the former proposition, income status was found to be a strong
predictor of tax attitudes, while the latter proposition obtained mixed results. On the one
hand, I found that the direction and magnitude of the effects of income status are condi-
tional upon the absolute amount of household taxes. While higher income reduces the
likelihood of pro-tax orientations in high-tax societies, attitudinal differences among
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income groups are less marked in low-tax societies. On the other hand, however, no
interaction effect was detected between income position and concentrated taxation.

Before discussing the implications of these findings, several caveats should be
acknowledged. First, the cross-sectional nature of the data limits any causal inferences
regarding the direction of the observed associations. In particular, the question remains
whether tax policies cause public opinion, or the other way around—i.e., public opinion
shapes tax policies. In this respect, it is important to note that the current study does not
attempt to examine how macro-level features (i.e., tax policies) directly affect individual-
level attitudes, but instead focuses on how policy features condition the effect of income
status on outcome attitudes (Hypotheses 2a and 2b). Second, the relationship between the
complexity of a tax system and mass attitudes is not fully recognised. The interaction
theory examined in this study suggests that taxpayers behave differently depending on the
tax system in which they are embedded. This notion presupposes that individuals are
adequately aware of the implications that a tax structure may have on their personal
economic lives. In countries with complex tax legislation, the general public is expected to
find it more difficult to acquire sufficient knowledge about the system, which may distort or
bias self-interested calculations and subsequent tax preferences.'* Third, the present study
could benefit from a more nuanced behavioural model that incorporates the distinction
between labour income (e.g., wages) and capital income (e.g., rents, dividends, and
interest) into its theoretical framework. A report by the OECD (2008) suggests that
countries have different tax structures and different levels of distributional inequality for
labour and capital incomes. Taking these additional macro-contexts into account would
allow us, for example, to examine the potential interplay between self-interest and capital
income taxation.

Several implications and directions for future research can be drawn. First, the empirical
findings in this study strongly support an institutionalist understanding of tax behaviour.
Based on the notion that previously enacted policies produce ‘feedback effects’ on mass
publics (Pierson 1993; Mettler and Soss 2004; Soss and Schram 2007), the present study
hypothesised that the effect of income status on tax attitudes differs systematically across
policy contexts. The results indeed suggest that attitudinal cleavages among income groups
become more salient in high-tax societies (Hypothesis 2a). This implies that further tax
increases may result in polarised tax preferences between the rich and the poor. In contrast,
the other policy feature—tax concentration—seems to have little to do with popular per-
ceptions. Drawing on the work of Korpi and Palme (1998), I hypothesised that in countries
where taxes are ‘unequally’ distributed across different income groups, high-income
earners hold stronger anti-tax sentiments because they are disproportionately exposed to
tax costs (Hypothesis 2b). This prediction, however, was not supported by the survey data.
The relationship between income and policy attitudes was not conditioned by the dis-
proportionate distribution of tax burden. Thus, it could be concluded that ‘tax targeting’
does not have an interaction effect on the income-attitude linkage. However, the
insignificant result may be attributable to the limited variation in the tax concentration
index coming from a relatively small number of country cases and/or to the choice of the
proxy variable employed to measure the construct (i.e., the concentration coefficient of
household taxes). A more theoretical explanation of this result is that relative to tax level,

' In this regard, Edlund (2003) notes that “[t]he comparatively low degree of complexity and high degree
of standardization, i.e. the high degree of system transparency, is likely to advance public understanding of
social and tax policy” (p. 151, italics in original). Moreover, it could be argued that the better educated are
more likely to accurately assess the impact of particular tax structures on their households.
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concentrated taxation might be invisible or ‘hidden’ to ordinary citizens. If taxpayers are
not aware of, or do not notice, the degree of tax concentration in their country, then it is
hardly surprising that they ‘fail to react’ to the policy context. Another theoretical inter-
pretation is that taxpayers may perceive the burden (cost) associated with taxation policies
to be high in comparison with the expected benefits they receive. If this is the case, the
disproportionate distribution of tax costs must be evaluated relative to that of transfer
benefits. An integrated model incorporating both transfer benefits and tax costs may pro-
vide a more accurate account of how taxpayers contextualise their self-interest within a
given policy context.
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