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Abstract: 

There is a growing literature linking economic shocks to changes in values and social norms. However 

evidences are still mixed with some studies identifying a positive impact of living through a recession 

on pro-social behaviour and norms (e.g. greater support for welfare programme, more support for 

prudential macroeconomic policies), and others identifying a negative impact (reduced trust in 

institutions, reduced charitable giving, reduced support for redistribution, etc.). To contribute to the 

debate, we propose here to examine the impact of the 2008 economic crisis on households’ 

propensity to tolerate corruption, tax dodging and other “non-ethical” behaviours on a sample of 35, 

mostly East European, countries. We find evidence that respondents who have experienced economic 

hardship, with household members losing their jobs, or consumption being adjusted downwards 

because of the crisis, are more tolerant to wrong-doings than unaffected respondents. However, this 

is only true for unethical behaviours by citizens and for which the direct losers are either the state or 

businesses. We also find the differential in tolerance between victims and non-victims to be larger in 

context where fewer people have been negatively affected by the crisis. Regarding tolerance for petty 

corruption by civil servants or for unethical behaviours more likely to affect an average citizen, we find 

some weak evidence that it is less tolerated by those affected by economic hardship. 
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Can an economic shock shift people’s tolerance for wrong-doings? Is the experience of economic 

hardship associated with a lowering of moral standards? Or are people likely, instead, to become less 

tolerant to illegal practices when they are economically more vulnerable? These are the questions we 

explore here, through an investigation of the impact of the 2008 financial/economic crisis in Europe 

and Central Asia on people’s tolerance for a number of illegal/un-ethical behaviours, including evading 

taxes, lying on an insurance claim or not reporting payments received in error from an employer. 

We focus on the 2008 economic crisis, as it allows us to investigate the impact of economic hardship 

in a large sample covering 35 countries in Europe and Central Asia. Our first measure of individual 

economic shock is job loss, as one of the most severe forms of economic hardship. We also use 

reduction in consumption, as an alternative measure of economic hardship, to test the robustness of 

our findings. The underlying intuition is that economic shocks can potentially shift the attitudes and 

moral values of the affected population. Indeed, on the one hand it might tighten moral views and 

lead people to value solidarity and cooperation more. More specifically, one could expect that, at a 

time where they feel maybe more vulnerable, those objectively exposed to economic hardship will 

judge more harshly those who cheat for their personal gain, and to the detriment of others. On the 

other hand, the uneven distribution of the consequences of the crisis, might exacerbate cleavages in 

society and generate a sense of resentment and injustice. This could in turn provide a licence for some 

to behave less ethically to compensate for their loss.  

We test these two alternative propositions using household survey data collected in 2010 by the 

European Bank for Reconstruction and Development and the World Bank in 35 countries in Europe 

and Central Asia. Besides information on the impact of the crisis on households, the survey also 

included questions relating to the acceptability of several behaviours that can be described as wrong 

in a moral sense, as they imply lying, cheating or acting illegally for personal gain. Our results suggest 

that respondents experiencing hardship tend to be more tolerant to wrong-doings than non-victims, 

this results is robust to changes in specifications, and is found both when hardship is measured 

through job loss and consumption reduction. Differences in significance can be explained through a 

focus on who the losers and winners of different behaviours might be, with the state and large 

corporations being perceived as more acceptable losers. 

Our empirical approach is based on the notion that crisis victimisation is exogenous and thus 

orthogonal to pre-crisis attitudes. However, as we rely on a cross-sectional survey, we need to pay 

special attention to the inclusion of post-treatment controls in our specification: alternative 

specifications and potential bias tests are thus reported to demonstrate the reliability of our findings. 

Finally, we illustrate the heterogeneity in response across countries, and discuss whether experiencing 

economic hardship is more or less damaging in different context. We conclude that it seems that in 

context where the crisis was the deepest, the value change caused by the individual experience of 

hardship is the smallest. 

Overall we contribute a first analysis into the impact of economic hardship on tolerance for unethical 

behaviours or wrong-doings and we demonstrate a relative shift in moral values among those directly 

affected by hardship. Overall, those we have lost their jobs or had to decrease their consumption 

during the 2008 crisis report more tolerance for wrong-doings, especially when the potential losers of 

a given behaviour are less easily identifiable as an average citizen. 
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1. Literature review 

 

1.1. Morality 

 

It is increasingly recognised that human behaviour is not solely driven by selfish gains, and that instead 

moral values play an important role (Hodgson, 2013). For example, cooperation and altruism are 

common features of human societies, and they are frequently used to explain pro-sociality or 

behaviours that are freely chosen but generally better for the group, or others, than for the person 

engaging in the behaviour, or at least generating a cost to the individual for the benefit of the group 

(Hodgson, 2014). Tax compliance may be one of the better known example of this. Indeed, 

contradicting Becker (1968), tax compliance is only very partially explained by auditing risk and size of 

the fine. Instead, something else is driving compliance, something which is sometimes termed as “tax 

morale” and which has been shown empirically to be related to formal institutions, informal norms 

and individual preferences (see for example Torgler et al. 2008 or Andriani, 2016). 

Using a more conceptual/theoretical approach, Hodgson (2014) argues that morality is akin to 

individual preferences but it also has strong genetic roots, as cooperative behaviours should be 

favoured through evolution. It is also shaped through personal experiences in a specific cultural 

context. As such, every society supports some degree of morality, but moral rules tend to be 

context/culture specific, and within groups, individuals can have different propensity to support these 

moral codes. We know, however, to date, rather little about the differences across societies or 

between individuals within a given social group. With this in mind, we are here interested in individual 

differences in levels of morality, within specific formal and informal context, and we propose to 

investigate personal experience of shock as generating a potential shift in values. 

 

1.2. Attitudes, values and beliefs 

 

There is a growing interest in the literature in understanding the origins of values, beliefs and pro-

social norms. In particular, scholars have discussed the stability of specific social traits (see for example 

Bjornskov, 2007 or Uslaner, 2002 on social trust), while a number of papers discuss the long-run 

consequences of specific historical events, and simultaneously demonstrate the persistence of specific 

values or norms (e.g. Alesina at al. 2013 on the significance of the plough for gender roles, Nunn and 

Wantchekon, 2011 on the long-run legacy of the slave trade on social trust, or Alesina and Fuchs-

schundeln, 2008 on the persistent impact of communism on preferences). Similarly, Giuliano and 

Spilimbergo (2014), focusing on the long-term impact of recessions in the US and in a large cross-

section of countries, demonstrate that growing up during a period of economic down-turn is strongly 

associated with an increased support for redistribution later on in life. In a related literature, scholars 

have also evidenced the often slow convergence of values or attitudes held by migrants and their host 

countries (e.g. Berggren et al., forthcoming), thus demonstrating how views acquired during the 

formative years or inherited from parents were not so easily shed, even after years of living in a 

different social context. 

At the same time, a number of authors have instead emphasised potential drivers of change focusing 

on shorter-run impacts and have tried to identify factors that could explain contemporaneous shift in 
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individual preferences or values within specific groups. In that specific literature, rapid changes in 

personal circumstances are often mentioned. For example, Di Tella et al. (2007) documents how an 

unexpected provision of land titles to squatters in Buenos Aires significantly changed the preferences 

of those randomly receiving these titles (support for markets). In an example closer to our question of 

interest, a number of studies have linked economic hardship and crisis experience to the recent rise 

in populist voting in Europe, thus implying an underlying shift in values and preferences. indeed, 

Inglehart and Norris (2016) argue that populist voting (focusing on a relatively more authoritarian right 

wing definition of populist parties) in Europe is driven by an increasing rejection of globalisation, as a 

cultural threat; a feeling that was exacerbated by the crisis. Guiso et al. (2018), instead, emphasise the 

role of economic insecurity (behind both right and left wing populist voting). Investigating more 

specifically the interplay between personal experience and context, Rooduijn and Burgoon (2018) 

demonstrate that the shift towards both left and right wing radical parties in Europe was strongest in 

favourable contexts at the aggregate level, thus implying that economic hardship was more likely to 

be associated with changing preferences when only a small number of individuals was negatively 

affected. An interesting conclusion, supported by the example of the Netherlands (Gidron et Mijs, 

2019), Poland or France for example (where the crisis was relatively mild but might still be associated 

with an important increase in support for populist parties) but which stands in contrast to the 

experience of Greece (among others), where populism grew on the back of a deep and long economic 

downturn. And in Greece specifically, the 2008 crisis has been shown to decrease pro-sociality and 

generalized solidarity. Indeed, Sambanis et al. (2018) demonstrate a decrease in pro-sociality, as 

measured through voluntary contribution to charity, in this country following job loss, because of an 

in-group bias among the victims of economic hardships.  

Overall, economic hardship thus appear as a credible value and preference shifter, which deserve 

further investigation. 

 

1.3.  Social trust 

 

In addition to empirical work on values and preferences, a number of papers have tried to link the 

experience of the crisis to changes in social capital and social trust in particular. For example, in a study 

focusing on Russia, Ananyev and Guriev (2015) show a crisis-induced reduction in income caused an 

important decrease in social trust, in a country where trust is already low. They also show that by 2014, 

social trust was still below pre-crisis level, thus demonstrating a persistent social trust decay as 

opposed to a short-term shift in response to a shock. In contrast, in Greece, the long economic 

downturn experienced from 2008 onward, was associated with a pronounced reduction in 

institutional trust, but also a moderate increase in inter-personal trust (Ervasti, et al. 2019), and similar 

trends have been reported for Eastern Europe and Central Asia (Habibov and Afandi, 2015).  

This literature is particularly important, because generalised or social trust has often been shown to 

be strongly associated with cooperative and pro-social behaviour (e.g. Torgler et al., 2008). Changing 

levels of generalized trust, or other forms of trust, could thus potentially mediate the changes in values 

identified as a response to economic hardship. 

 

1.4. Hypotheses 
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Overall, we thus note that with some studies identifying a positive impact of living through a recession 

on social behaviour and norms (e.g. greater support for welfare programme, and redistribution), and 

others identifying a negative impact (reduced trust in institutions, reduced charitable giving, reduced 

support for migration, etc.), the direction of change when it comes to moral values is unclear. At the 

same time, economic hardship has been repeatedly shown to be linked to change and is thus a credible 

driver of changes in moral values. There is reasonable ground to investigate empirically our question 

of interest and identify whether experiencing economic hardship leads to a stronger moral stand and 

a rejection of any form of cheating that could negatively affect others, or whether, instead, it does 

relax moral considerations, with people potentially assuming that their economic difficulties justify 

being more flexible with morality (individual change in moral standing). 

The specific hypotheses we want to test are thus as follows. First, we want to identify whether there 

is an impact of economic hardship on ethical values and tolerance to unethical behaviour in particular. 

We will for now posit that economic hardship increases one’s tolerance for wrong-doing by giving 

victims a license to try and compensate for their difficulties, including through illegal means. 

H1. Individuals experiencing economic hardship are more likely to tolerate unethical behaviour than 

those unaffected. 

Then if values have indeed shifted, we would expect that it might be partly due to changes in social 

trust or other forms of trust. Indeed, different measures of trust are likely to have been affected by 

the crisis themselves. There is also good evidence of this in the literature. But controlling for this might 

not be sufficient to explain away the observed shift in values. Our second hypothesis can thus be 

formulated as follows: 

H2. Changes in trust levels might mediate the relationship between economic hardship and tolerance 

for unethical behaviour, but will not explain it away. 

Finally, we expect the relative difference in tolerance for wrong-doings between individuals 

experiencing economic hardships and individuals not affected to respond to context and in particular 

to the overall depth of the crisis. 

H3. The magnitude of the effect of economic hardship on tolerance for wrong-doings will be different 

in different context. 

 

Our contribution is thus two-fold: 

1. First we contribute evidence on the impact of the crisis on moral values focusing on tolerance 

of a number of specific unethical behaviour. We thus complement the extent literature on 

economic hardship as a value and preference shifter, but focusing on ethical values that have 

not been investigated yet in the literature. 

2. Second we provide a detailed discussion of the robustness of our findings by testing different 

measure of economic hardship, using different specifications and estimation methods and 

examining heterogeneity in effects. 
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2. Data and variables 

Our analysis is based on the second wave of the EBRD/World Bank Life in Transition Survey (LiTS II), 

which was collected in 2010. It is a nationally representative household survey, covering 35 European 

and Central Asian countries (these include 29 former socialist economies, plus Turkey and five western 

European countries, namely France, Germany, Italy, Sweden and the UK). The data was collected 

through face-to-face interviews of individuals aged 18 or above and living in households randomly 

drawn (using weight proportionate to the relative size of the sampling unit) selected within census 

enumeration areas, stratified by region and level of urbanisation. In each country, 1,000 respondents 

were thus selected, or 1,500 for the countries with the largest populations (i.e. Russia, Ukraine, 

Uzbekistan, Serbia, Poland and the UK). We use the second wave of the LITS survey, which combined 

modules related to economic and demographic characteristics, attitudes and values, labour, 

education and entrepreneurship, climate change, and the impact of the global financial crisis. 

Importantly the survey includes a detailed module on values, including measures of tolerance for 

wrong-doings, and questions to capture the impact of the financial crisis on the household 

interviewed1. 

We note that this dataset has been used to investigate the impact of the crisis on preferences for the 

market and democracy (Grosjean et al., 2013) or its impact on specific behaviour, such as bribe-paying 

(Ivlevs and Hinks, 2015) or environment-friendly behaviour (Ivlevs, 2019) for example. It has however 

never been used to evaluate the impact of the great recession on tolerance for unethical behaviour 

or wrong-doings. The role of the crisis on tolerance for wrong-doings is also to the best of our 

knowledge a question which has not been investigated yet using large surveys and quantitative 

analysis. 

 

2.1. Dependent variables 

Attitudes towards wrong-doings are measured using 7 survey-items, where respondents had to 

indicate how acceptable were a number of illegal behaviours (listed below) ranging from evading taxes 

to lying to potential buyers on the quality of second-hand goods. For each item, the possible ratings 

ranged from 1 (not wrong at all) to 4 (very wrong), and the question was formulated as follows: 

Question: 

“Some people think that certain behaviors are always wrong, whereas other believe that there are occasions 
when breaking the rules may be justified. How wrong, if at all, do you consider the following behaviors to be? 

1. Speeding to take somebody to the hospital in an emergency 

2. Paying cash with no receipts to avoid paying VAT or other taxes 

3. Selling something second hand without mentioning all of its defects 

4. Making an exaggerated insurance claim 

5. A public official asking for a favor or a gift in returns of services 

6. Buying a university degree that one has not earned 

7. Keeping an accidental overpayment from an employer” 

As we are here interested in tolerance for wrong-doings, we revert the scales, so that for each 

unethical behaviour above, a greater score on any of our measures of wrong-doing reflects a lower 

propensity to rate it as wrong, i.e. a greater level of tolerance for the specified wrong-doing. 

                                                           
1 Even though similar survey-data was collected by the EBRD/WB in 2006 (wave 1) and 2016 (wave 3), the 
sampled respondents differ (these are indeed repeated cross-section, rather than a panel), and these 2 other 
waves do not measure economic hardship in a comparable way. 
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As we can expect tolerance for wrong-doing to be correlated across behaviour, a polychoric data 

reduction was conducted. The key steps are summarised in Appendix 1. It resulted in the exclusion of 

one survey item (1. Speeding to take somebody to the hospital in an emergency) from the analysis, as 

it behaved substantially differently from the other variables. This exclusion also makes sense from an 

intuitive perspective, as it presents a moral dilemma, where one has to choose between abiding to 

the law or potentially putting someone’s life in danger. It is also the only survey item relating to a 

scenario where potential gains were not monetary. 

We also create three synthetic indicators of tolerance for wrong-doing to facilitate the presentation 

of our results later on. We will call the first one “wrong-doing” and it is a simple sum of the responses 

regarding behaviour 2 to 7. We will refer to the second one as “wrong-doing excluding gifts and bribes” 

as it is a sum of behaviours 2 to 5 and 7, i.e. same as “wrong-doings” but excluding petty corruption 

by civil servant (item 6). The last one exclude all behaviours where the potential losers are not 

unidentified citizens, but refer to specific institutions or groups (i.e. the state, an insurance company, 

and employer). 

Table 1 below summarises the average scores for our dependent variables in our sample. Overall, the 

tolerance for wrong-doings is quite low, as for each of the individual behaviour we propose to 

investigate the average level of tolerance is below 1, or just above 1 when it comes to trying to avoid 

taxes by paying cash, on our scale of increasing tolerance - ranging from 0 to 4. This indicates that 

respondents see all these behaviours as “wrong” on average. For speeding on the way to a hospital 

however, respondents are more likely to report it as significantly more acceptable, with an average 

level of tolerance recorded at 2.2 on our scale ranging from 0 to 3. This translates into this behaviour 

being considered as between “a bit wrong” and “not wrong at all”, reflecting the different type of 

moral dilemma this specific question refers to. 
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Table 1: Tolerance for wrong-doings 

Variables N Mean St. dev. min max 

Panel A: Single behaviour1      

Hospital* 37,758 2.239 0.908 0 3 

Taxes 36,514 1.15 0.881 0 3 

Lemon 37,742 0.813 0.764 0 3 

Insurance 36,649 0.925 0.795 0 3 

Gifts/Bribes 37,723 0.597 0.742 0 3 

Degree 37,904 0.472 0.703 0 3 

Employer 36,943 0.895 0.83 0 3 

Panel B : Indexes2      

Wrong-doing  34,556 4.822 3.417 0 18 

Wrong-doing Excl. Gifts/Bribes 34,686 4.235 2.921 0 15 

Wrong-doing against S&B 34,889 2.955 1.982 0 9 

1The variables reported here capture increasing levels of tolerance for wrong-doings for each of the seven 

individual behaviours tested in the survey. 0 indicates no tolerance for the behaviour (equivalent to responding 

“4. Very wrong” when asked how wrong the given behaviour is) while 3 indicates a high level of tolerance 

(equivalent to responding “1. Not wrong at all” to the relevant survey question). 

2The variables reported here are indexes calculated as an arithmetic sum of the relevant individual behaviours 

reported in Panel A. “Wrong-doing” is all behaviours reported in Panel A except Hospital. “Wrong-doing excluding 

gifts/bribes” is all behaviours reported in Panel A except Hospital and Gifts/bribes. “Wrong-doing against S&B” 

is Taxes, Insurance and Employer only. 

*Hospital is reported for information only and is not used in the analyses presented later on in the paper. 

Source: LiTS II 

 

2.2. Key independent variables: economic hardship 

As already mentioned, one of the key objectives of LITS II was to capture how the 2008 crisis had 

affected the populations surveyed. As such it included a number of questions aiming to measure 

economic hardship and the perceived impact of the crisis on households. For the purpose of our study, 

we focus on responses that objectively capture the impact of the crisis, rather than subjective or 

perceived impact, as perceived impact could be biased and reflect political views, policy preferences 

or personality traits for example. We thus used 2 distinct questions measuring objectively the impact 

of the crisis on the household. 

The first one focuses on whether the household head or another household member did lose their 

jobs since 2008 (measured through a dummy variable taking the value 1 if someone has lost their job 

and 0 otherwise), while the second one captures the degree to which the household has had to change 

their consumption as a result of the crisis (this is measured through a count, adding up all the goods 
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for which a reduction of consumption has been recorded since 2008 according to a list). These two 

variables have been used for example by Grosjean et al. (2013), while Sambanis et al. (2018) or De 

Haas et al. (2016) focus on job loss only, which they consider as the most severe consequence of an 

economic crisis for a household or respondent. 

In the summary statistics presented in appendix (Table A1), we can see that 18.5% of the respondents 

report having a household member who lost their jobs since the beginning of the crisis. The share of 

respondents reporting this varies a lot on a country-by-country basis, with Sweden being the least 

severally affected (only 5% of household affected) and Latvia being the most severely affected (with 

34.4% of households affected). Regarding our second measure of crisis victimisation, we use a count 

variable summing up the number of products a given household has had to reduce their consumption 

of. The variable can take values from 0 to 8, and on average households have at least reduced their 

consumption of 1 type of products. There is however again a lot of variation on a country-by-country 

basis with household in North Macedonia reporting to have adjusted downward their consumption of 

1.9 types of products on average, while in Sweden it is 0.17 only.  

 

2.3. Controls 

 

We include a range of standard controls in the regressions presented in the next section. Indeed, we 

include the age and gender of the respondents, as well as information about their educational 

achievement. We control for their economic situation using categorical variables (rich, intermediate, 

poor) derived from the household position on a wealth ladder. We include an indicator of marital 

status. Health status is controlled through a dummy variable equal to 1 if the respondent self-report 

as being in bad health. We control for the respondent risk aversion as it may impact on their 

calculations regarding the cost of being caught doing something wrong. As we are interested in moral 

values that can be related to the willingness to cooperate or recognise the gains and losses of others 

involved in a transaction, we also control for different forms of trust. 

As we will discuss below, as we use cross-sectional survey data, all these controls are measured after 

the economic shock has happened, and could thus potentially be affected by the shock themselves. 

This could bias our results. We thus also consider a number of strictly pre-crisis controls. Namely 

parental education, measured through the log of the numbers of years of education of both the 

respondent’s mother and father, and a measure of household wealth in 2006. Descriptive statistics 

can be found in Appendix (Table A1). 
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3. Method 

 

Our main objective is to identify whether an economic shock can generate a shift in moral values. Here 

we are thus modelling the level of tolerance for wrong-doing reported by an individual 𝑖  from a 

country 𝑗 as follows: 

 

𝑇𝑜𝑙𝑒𝑟𝑎𝑛𝑐𝑒 𝑓𝑜𝑟 𝑊𝑟𝑜𝑛𝑔 − 𝑑𝑜𝑖𝑛𝑔𝑖𝑗 = 𝛽0 +  𝛽1(𝑒𝑐𝑜𝑛𝑜𝑚𝑖𝑐 𝑠ℎ𝑜𝑐𝑘)𝑖𝑗  

+ 𝛽2 (𝑠𝑜𝑐𝑖𝑜 − 𝑑𝑒𝑚𝑜𝑔𝑟𝑎𝑝ℎ𝑖𝑐 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠)𝑖𝑗 

+𝛽3(𝑟𝑖𝑠𝑘 𝑝𝑟𝑒𝑓𝑒𝑟𝑒𝑛𝑐𝑒)𝑖𝑗 

+𝛽4(𝑚𝑒𝑎𝑠𝑢𝑟𝑒𝑠 𝑜𝑓 𝑡𝑟𝑢𝑠𝑡)𝑖𝑗 

+𝛽5(𝑐𝑜𝑢𝑛𝑡𝑟𝑦 𝑓𝑖𝑥𝑒𝑑 − 𝑒𝑓𝑓𝑒𝑐𝑡𝑠)𝑗 + 𝜀𝑖𝑗 

 

 
 

(1) 

We use different variables to capture tolerance for wrong-doings. When we analyse the tolerance for 

a specific behaviour (e.g. such as paying cash to avoid taxes), we estimate our model using an ordered 

logit, as the dependent variable is then categorical and ordered (with values ranging from 0 to 3 in 

increasing degree of tolerance). When we analyse an aggregate index of tolerance for wrong-doing, 

constructed by adding up the responses collected for several individual behaviours (see data section), 

we use a linear regression.  

Our identification strategy is thus based on comparing the relative tolerance for wrong-doing between 

victims of economic hardship and the rest of the population, with the 2008 crisis acting as an 

exogenous source of economic shock for the victims. We follow the broader literature on the impact 

of the 2008 crisis and use two different indicators of victimisation, one based on job loss and the other 

based on forced reduced consumption (as in e.g. Grosjean et al., 2013). This has the advantage to 

demonstrate the robustness of our results to alternative ways of capturing economic hardship. 

We can describe this as a quasi-experimental setting, with economic hardship acting as a random 

treatment. However, when using survey data to analyse the impact of an exogenous shock, we need 

to pay special attention to the controls we include in our regressions. On the one hand, we want a 

reasonable specification that accounts for possible confounding factors. But on the other hand, it 

would be preferable to include time invariant characteristics and pre-crisis controls only, as 

conditioning on post-hardship variables could bias our estimates (Acharya et al., 2016, Rosenbaum, 

1984). We thus present alternative specifications and estimations results to reduce these concerns. 

 

4. Results 

 

4.1. Economic shock as job loss – first estimations 

We first present our estimates for the impact of economic hardship on moral values, in a regression 

including a large set of controls and possible confounding factors. In Table 2 below, we presents the 

results for our three aggregate measures of wrong-doings, as defined in section 2 and presented in 

table1 above. Our basic models include individual socio-economic characteristics, and we find that 

respondents who have suffered an economic shock, in the form of someone in their household losing 

their jobs during the 2008 crisis, are systematically more tolerant to wrong-doings than individuals 

who have not suffered such a shock. Other factors that are associated with a greater tolerance for 
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wrong-doings include age, with older people being less tolerant, education, as more educated 

individuals are less likely to tolerate wrong-doings and gender, as male respondents are seen to be 

systematically more tolerant to wrong-doings. These are typical findings in the literature on tax morale 

– a concepts which is often measured through tolerance for tax evasion (e.g. Torgler et al. 2008). We 

also find that less risk averse respondents are more tolerant to wrong-doings, probably because the 

expected cost of these behaviours will be lower for these individuals. We also find that married 

respondents are less tolerant to wrong-doings. Finally wealth levels are also associated with tolerance 

for wrong-doings, as respondents from the wealthiest families tend to be more tolerant to wrong-

doings. 

Table 2: Job loss and Tolerance for wrong-doings (indexes) – basic model 

Dependent variables : Wrong-doing Wrong-doing 

Excl. 

Gifts/Bribes 

Wrong-doing 

Against 

S&B 

 (1) (2) (3) 

 Basic model Basic model Basic model 

Job loss 0.144*** 0.138*** 0.106*** 

 (0.048) (0.041) (0.028) 

Age -0.018*** -0.017*** -0.013*** 

 (0.001) (0.001) (0.001) 

Male 0.140*** 0.145*** 0.096*** 

 (0.038) (0.033) (0.022) 

Risk preference 0.030*** 0.028*** 0.018*** 

 (0.008) (0.007) (0.004) 

Bad health -0.054 -0.039 -0.045 

 (0.061) (0.052) (0.035) 

Marital status (ref. single)    

Married -0.274*** -0.228*** -0.143*** 

 (0.051) (0.044) (0.030) 

Divorced, separated or widowed -0.068 -0.052 -0.045 

 (0.068) (0.058) (0.039) 

Education (ref. primary)    

Above secondary education -0.474*** -0.377*** -0.207*** 

 (0.051) (0.043) (0.029) 

Secondary education -0.196*** -0.154*** -0.083*** 

 (0.049) (0.042) (0.029) 

Wealth (ref. poor)    

Rich 0.261*** 0.183*** 0.048 

 (0.055) (0.047) (0.032) 

Intermediate 0.055 0.049 0.029 

 (0.045) (0.038) (0.026) 

Constant 6.401*** 5.550*** 3.742*** 

 (0.140) (0.120) (0.081) 

    

Observations 32,835 32,953 33,137 

R-squared 0.063 0.061 0.064 

Country FE Yes Yes Yes 
Standard errors clustered at the country-level in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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This association between job loss and tolerance for wrong-doings is verified for our three aggregate 

indexes of tolerance for wrong-doings and in all cases at the 1 percent significant level. 

When we add different trusts measures to our specification (see Table 3 below), results remain 

consistent. Economic hardship might thus have altered victims’ trust in others or institutions (see 

Ananyev and Guriev, 2015 or Habibov and Afandi, 2015 for example), but potential change in these 

variables are not sufficient to explain the effect of hardship on tolerance for wrong-doings away. 

Overall these results demonstrates a small but highly significant impact of job loss on tolerance for 

wrong-doing, with respondents who reported someone losing their job in their household, being more 

tolerant to wrong-doings overall than individuals who did not report any economic hardship. We also 

note that the additions of different measures of trust in our specification leads only to a very small 

reduction in the magnitude of the coefficients estimated, but with no impact on their level of 

significance. This implies that the increased tolerance for wrong-doings identified is not significantly 

mediated by trust in institution or generalised trust, or any other forms of trust. 

 

Table 3: Job loss and Tolerance for wrong-doings (indexes) – basic model plus trusts 

Dependent variables : Wrong-doing Wrong-doing 

Excl. Gifts/Bribes 

Wrong-doing 

Against S&B 

 (1) (2) (3) 

 Basic model  

+ trusts 

Basic model  

+ trusts 

Basic model  

+ trusts 

Job loss 0.111** 0.112*** 0.088*** 

 (0.049) (0.042) (0.029) 

Individual controls1 Yes Yes Yes 

Trust controls2 Yes Yes Yes  

    

Observations 30,791 30,894 31,060 

R-squared 0.073 0.071 0.073 

Country FE Yes Yes Yes 
Standard errors clustered at the country-level in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
1 Individual controls are as in the “basic model”. They include age, gender, risk preferences, an 

indicator of bad health, marital status, education, and wealth. 
2 Trust controls include variables measuring generalized trust, trust in family and friends, trust in 

neighbours and institutional trust. 

 

Figure 1 below represents the relative contribution of our explanatory factors in our basic model 

(excluding trust measures) on within-country differences in tolerance for wrong-doings, and 

demonstrate the relative importance of job loss in explaining tolerance for wrong-doings when 

compared to other individual-level controls. Indeed, the effect of job loss is comparable to that of 

gender. The difference in tolerance for wrong-doing between a victim of job loss and the rest of the 

population, is the same as the difference between someone with primary education when compared 

to someone with secondary education. 
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Figure 1: Tolerance for wrong-doings, within country shifters (based on model 3 in Table 2) 

 

We also present equivalent models for individual types of wrong-doings in Table 4 below and confirm 

overall a small impact of job loss on reported tolerance for wrong-doing, with all estimated coefficient 

appearing positive, except for gifts and bribes. However the effect is significant only for 3 of these 

unethical behaviours, namely paying cash to avoid taxes, lying on an insurance claim and not reporting 

money received in error from an employer.2 

 

4.2. Using pre-crisis controls only 

However our original specifications might be problematic as they include a number of variables that 

are measured after the crisis and might therefore have been affected by it too. This issue is particularly 

clear when it comes to our controls for different forms of trust. Even though one would expect 

respondents with different level of trust in others or in institutions to have different levels of tolerance 

for wrong-doing, there are evidence that trust has been significantly affected by the 2008 crisis (e.g. 

Habibov and Afandi, 2015). However, other controls, such as educational achievement or wealth are 

also likely to already reflect some impact of the crisis, as well as reported health or marital status. To 

mitigate concerns that this could be biasing our results significantly, we first re-estimate all models 

but only including variables that strictly capture the pre-crisis situation. These include age, gender, 

parental education and the economic status of the family in 2006. Due to a high number of missing 

                                                           
2 These results justify our decision to group wrong-doings into a first aggregate index, where the responses to 
all wrong-doings are added up, except taxes and bribes. We also note that this grouping makes intuitive sense 
as taxes and bribes will be requested by civil servants. This is thus the only wrong-doing that cannot be 
perpetrated by anyone, distinguishing it from any other behaviour analysed in this paper. We also created a 
second aggregate index focusing on the 3 behaviours for which the effect of job loss was shown to be 
significant. We note that again this grouping makes intuitive sense, as for these three behaviours, potential 
direct losers will be the state or a business (employer or insurance company) rather than an average citizen. 
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responses regarding parental educational achievements, the sample size in these regressions is much 

smaller. However, as far as our aggregate measures of tolerance for wrong-doings are concerned, job 

loss continues to be positively and significantly associated with an increased tolerance for wrong-

doings. Looking at individual unethical behaviour, we find that the relationship is mostly supported by 

responses regarding attempts to reduce taxes and not reporting money paid in excess by an employer. 

For lying on an insurance claim, the coefficient estimated remains positive but fails to be significant at 

standard levels. 
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Table 4: Wrong-doings – individual unethical behaviours – and Job loss 
Dependent variable : Taxes Lemon Insurance Gifts/Bribes Degree Employer 

 (1) 

Model 1 

(2) 

Model 2 

(3) 

Model 1 

(4) 

Model 2 

(5) 

Model 1 

(6) 

Model 2 

(7) 

Model 1 

(8) 

Model 2 

(9) 

Model 1 

(10) 

Model 2 

(11) 

Model 1 

(12) 

Model 2 

Job loss 0.091*** 0.074*** 0.026 0.015 0.058** 0.052* -0.018 -0.037 0.012 0.000 0.075*** 0.069** 

 (0.026) (0.027) (0.027) (0.028) (0.027) (0.028) (0.028) (0.029) (0.029) (0.030) (0.027) (0.028) 

             

Observations 34,578 32,354 35,677 33,349 34,729 32,492 35,665 33,334 35,825 33,471 34,974 32,709 

Individual controls1 Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Trust controls2 No Yes No Yes No Yes No Yes No Yes No Yes 

Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Standard errors clustered at the country-level in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
1 Individual controls are as in the “basic model”. They include age, gender, risk preferences, an indicator of bad health, marital status, education, and 

wealth. 
2 Trust controls include variables measuring generalized trust, trust in family and friends, trust in neighbours and institutional trust. 
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Table 5: Effect of Job loss on Tolerance to Wrong-doings – Pre-crisis controls only 

Dependent variable : Wrong-doing Wrong-doing  

excl. 

Gift/Bribe 

Wrong-doing 

against  

S&B 

Taxes Lemon Insurance Gift/Bribe Degree Employer 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) 

Job loss 0.107* 0.108** 0.083*** 0.083*** -0.011 0.025 -0.036 0.004 0.063** 

 (0.056) (0.047) (0.058) (0.031) (0.031) (0.032) (0.032) (0.034) (0.031) 

Constant 6.487*** 5.593*** 3.846***       

 (0.231) (0.197) (0.119)       

          

Observations 23,838 23,913 24,051 24,975 25,626 25,042 25,627 25,710 25,195 

Pre-crisis controls Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes 
Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

OLS estimates of the drivers of wrong-doing using aggregate indexes are presented in columns (1), (2) and (3), while columns (4) to (8) report individual 

ordered logit regressions for each of the 6 specific unethical behaviours we are investigating. 

Our pre-crisis controls are: age, gender, paternal and maternal education in years (log transformed) and Wealth ladder in 2006. 
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4.3. Economic shocks as reduction in consumption – basic model and pre-crisis controls 

We now turn to our second indicator of economic hardship: forced adjustment in consumption. We 

run the same regressions as for job loss, and report the results below. These analyses allow us to 

confirm an increased tolerance for specific wrong-doings from those who have experienced economic 

hardship during the 2008 crisis. Indeed, the individual unethical behaviour that we have labelled as 

“taxes”, “insurance” and “employer” continue to be tolerated more by those affected by an economic 

shock. The estimated relation is weakened by the addition of our trust controls but remain significant 

and positive. It is also confirmed on the specification using pre-crisis controls only. These results are 

straightforwardly consistent with the evidence presented for job loss and thus reinforce our 

conclusion that the experience of economic hardship increases the tolerance for wrong-doings of 

those affected, when wrong-doings are perpetrated by average citizens and the direct victims are the 

state or businesses. 

The situation is however quite different for “lemon”, i.e. trying to sell a second hand-good without 

declaring its defects, “gifts and bribes”, i.e. being asked for gifts or bribes by a civil servant or public 

service provider, and finally “degree”, i.e. buying a degree instead of earning it. Indeed in these cases, 

a decreased tolerance is actually identified in our basic models (including individual controls only), but 

the coefficient estimated is only significant for gifts/bribes and degree. Adding our trust controls 

strengthen the estimated coefficient in all cases, leading them to be all larger and significant in this 

extended specification. This implies that this reduced tolerance is mediated by changes in trust levels. 

Finally, a negative association between tolerance and gifts/bribes on the one hand, and degree on the 

other hand is confirmed again when controlling for pre-crisis controls only. 

Our second indicator of economic hardship allows us to come to a slightly more nuanced 

interpretation of our findings whereby, a decrease in tolerance for wrong-doings can also be observed 

when focusing on unethical behaviours that are more likely to hurt unidentified citizens. 

Table 6 :  

Dependent variable  Wrong-doing Wrong-doing 

Excl. Gifts/Bribes 

Wrong-doing 

Against S&B 

 (1) (2) (3) (4) (5) (6) 

 Model 1 Model 2 Model 1 Model 2 Model 1 Model 2 

Crisis index 0.029* 0.003 0.034*** 0.011 0.044*** 0.029*** 

 (0.015) (0.016) (0.013) (0.013) (0.009) (0.009) 

Constant 6.403*** 8.607*** 5.537*** 7.349*** 3.696*** 4.712*** 

 (0.142) (0.216) (0.121) (0.185) (0.082) (0.125) 

       

Observations 32,813 30,770 32,931 30.873 33,115 31,039 

SES controls Yes Yes Yes Yes Yes Yes 

Trust controls No Yes No Yes No Yes 

Country FE Yes Yes Yes Yes Yes Yes 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 7: Wrong-doings – individual unethical behaviours – and crisis index (i.e. reduction in consumption) 
Dependent variable :  Taxes Lemon Insurance Gift/Bribe Degree Employer 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 

 Basic 

model 

Basic 

model + 

trusts 

Basic 

model 

Basic 

model + 

trusts 

Basic 

model 

Basic 

model + 

trusts 

Basic 

model 

Basic 

model + 

trusts 

Basic 

model 

Basic 

model + 

trusts 

Basic 

model 

Basic 

model + 

trusts 

Crisis index 0.031*** 0.018** -0.009 -0.019** 0.025*** 0.015* -0.022** -0.030*** -0.034*** -0.042*** 0.026*** 0.016* 

 (0.008) (0.009) (0.008) (0.009) (0.008) (0.009) (0.009) (0.009) (0.009) (0.009) (0.008) (0.009) 

             

Observations 34,556 32,333 35,655 33,328 34,707 32,471 35,643 33,313 35,803 33,450 34,952 32,688 

Individual controls1 Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Trust controls2 No Yes No Yes No Yes No Yes No Yes No Yes 

Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
1 Individual controls are as in the “basic model”. They include age, gender, risk preferences, an indicator of bad health, marital status, education, 

and wealth. 
2 Trust controls include variables measuring generalized trust, trust in family and friends, trust in neighbours and institutional trust. 
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Table 8: Impact of a reduction in consumption during the crisis on tolerance for wrong-doings – Pre-crisis controls only 
Dependent variable : Wrong-doing Wrong-doing 

excl. 

Gifts/Bribes 

Wrong-doings 

Against 

S&B 

Taxes Lemon Insurance Gift/Bribe Degree Employer 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) 

Crisis index 0.030* 0.035** 0.0041*** 0.029*** -0.011 0.022** -0.023** -0.032*** 0.023** 

 (0.017) (0.015) (0.010) (0.010) (0.010) (0.010) (0.010) (0.011) (0.010) 

Constant 6.454*** 5.549*** 3.789***       

 (0.233) (0.200) (0.121)       

          

Observations 23,822 23,897 24,035 24,959 25,610 25,026 25,611 25,694 25,179 

R-squared 0.061 0.058 0.121       

Pre-crisis controls Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

Pre-crisis controls include the respondent’s age and gender, father’s educational achievement, mother’s educational achievement and a wealth 

ladder in 2006. 
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4.4. Controlling for unobserved bias  

Focusing on our most robust findings, that is to say a negative relationship between experiencing 

economic hardship and tolerance for unethical behaviours where the perceived losers are less likely 

to be citizens, but instead might be the state or businesses, we conduct some additional checks to 

ensure that our results are not driven by some form of omitted variable bias, whereby some 

unobserved characteristics would be influencing jointly economic hardship and levels of tolerance for 

wrong-doings. 

To conduct these tests, we focus on two aggregate indexes of tolerance for wrong-doings. First, we 

look into tolerance for wrong-doings against state and businesses, as it has been found to be 

consistently positively associated with economic hardship, measured through job loss and reduction 

in consumption. Second, we also look into tolerance for all other wrong-doings (i.e. lemon, gifts and 

bribes and degree), as these have been shown to be negatively associated with crisis index only. 

Then, we follow the method developed in Oster (2019) and we assess the possible bias generated by 

unobservable variables focusing on tolerance for wrong-doings against state and businesses, when 

using the specification “basic model + trusts” (our full specification). We assume that all our variables 

are possibly affected by selection (i.e. somehow affected by the treatment) and we use the 

recommended setting where the maximum R-square is set to be 1.3 times the observed R-square. This 

leads us to conclude that selection on unobservables is very unlikely to bias our results meaningfully, 

as the corrected coefficients remain relatively similar to the estimated ones, and the size of the 

proportional selection on unobservables (i.e. delta) required to get to this change is too large to be of 

concerns (respectively 25 and -10 for job loss and crisis index). 

Conducting the same analysis on all other wrong-doings for crisis index only (as we found these 

behaviours to be less tolerated by those who had to reduce their consumption because of the crisis), 

we find instead that the coefficient estimated is likely to be strongly affected by unobserved 

characteristics, as using the same setting as above, we find that the corrected coefficient would be of 

the same magnitude but of opposite sign compared to the estimated coefficient, and with a much 

smaller delta of 1.5. The results for these behaviours thus might not be very robust to specification 

change and need to be taken with caution. 

 

Table 9: Unobservable bias 

Dependent variable: Wrong-doings 
against S&B 

All other 
wrong-
doings 

  Basic model + 
trusts 

Basic model 
+ trusts 

Panel A: Job loss 

Rmax=1.3*R Estimated coefficient 
Delta 

0.088*** 
25.65 

n.s. 

 Corrected coefficient 
 

0.094  

Panel B: Crisis index 

Rmax=1.3*R Estimated coefficient 
Delta 

0.029*** 
-10.95 

-0.023*** 
-1.53 

 Corrected coefficient 
 

0.017 0.023 
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4.5. Heterogeneity in response 

 

Our sample includes a broad range of European and Central Asian countries, which are very different 

in terms of institutional and economic development, and also in terms of their aggregate experience 

of the 2008 crisis. We thus propose to explore our results first in the light of regional differences and 

second exploring the role of specific country-level characteristics in the observed levels of tolerance 

for wrong-doings.  

In the Tables 10 and 11 below, we replicate our basic model without trusts and our pre-crisis controls-

only model for four distinct groups of countries, namely Western Europe, Central and Eastern Europe 

with the Baltic States, South-East Europe and finally the countries of the former Soviet Union. In all 

cases, the coefficients estimated have the same sign, and they remain significant for all group, except 

the former Soviet Union for our crisis-index and South-East Europe for our job loss variable. These 

variations can tentatively be explained by the high unemployment rates observed in South-Europe 

even prior to the crisis, which may dampen any impact of new unemployment on tolerance for wrong-

doings, while the former soviet union is possibly the most diverse group in terms of experience of the 

crisis, as some countries saw their economy growing quickly in 2009 (for example Azerbaijan with a 

growth rate of +9%) while other really suffered (like Ukraine for example with a growth rate of -11%). 
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Table 10: Heterogeneity – Job loss 

 (1) (2) (3) (4) (5) (6) (7) (8) 

VARIABLES West Eur West Eur CEB CEB South East South East CIS + M CIS + M 

lost_job 0.188** 0.286*** 0.184*** 0.143* 0.005 0.002 0.135*** 0.093* 

 (0.080) (0.094) (0.063) (0.078) (0.049) (0.054) (0.049) (0.056) 

Constant 4.140*** 4.764*** 4.328*** 4.064*** 3.577*** 3.734*** 3.577*** 3.341*** 

 (0.134) (0.322) (0.131) (0.349) (0.114) (0.218) (0.112) (0.221) 

         

Observations 5,268 4,081 7,607 4,734 8,910 7,073 10,362 7,642 

R-squared 0.106 0.101 0.059 0.056 0.034 0.028 0.071 0.068 

SES controls Yes  Yes  Yes  Yes  

Country FE Yes Yes Yes Yes Yes Yes Yes Yes 

Pre-crisis controls  Yes  Yes  Yes  Yes 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
 

Table 11: Heterogeneity – Change in consumption 

 (1) (2) (3) (4) (5) (6) (7) (8) 

VARIABLES West Eur west Eur CEB CEB South East South East CIS + M CIS + M 

crisis_index 0.104*** 0.152*** 0.062*** 0.041* 0.045*** 0.063*** 0.002 -0.015 

 (0.027) (0.030) (0.020) (0.025) (0.015) (0.016) (0.015) (0.017) 

Constant 4.046*** 4.598*** 4.289*** 4.028*** 3.491*** 3.572*** 3.615*** 3.417*** 

 (0.138) (0.324) (0.133) (0.351) (0.116) (0.220) (0.116) (0.226) 

         

Observations 5,268 4,081 7,607 4,734 8,910 7,073 10,347 7,628 

R-squared 0.108 0.104 0.059 0.056 0.035 0.030 0.071 0.068 

SES controls Yes  Yes  Yes  Yes  

Country FE Yes Yes Yes Yes Yes Yes Yes Yes 

Pre-crisis controls  Yes  Yes  Yes  Yes 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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To explore this relative heterogeneity further, we switch to a multilevel model to be able to control 

for a number of country-level factor, and to test of the response to economic hardship differ according 

to country-level characteristics including: level of development, institutional quality, annual growth 

rate in 2009 or share of household reportedly affected by the crisis. In doing so, we identified only one 

(weakly) significant cross-level interaction. Indeed, the differential in tolerance for wrong-doings 

between victims of economic hardship and non-victims responds only to the level of reported hardship 

at the national level with the cross-level interaction being significant at the 12% level (cross-level 

interactions for level of development measured through GDP level in 2008, institutional quality 

measured through the WGI, annual growth rate in 2009 as a measure of crisis depth were all found to 

be insignificant). We present the effect graphically below. 

Figure 2: Marginal effect of job loss on Tolerance for Wrong-doings controlling for the share of 

households reporting job loss 

 

In countries where few households report being affected by the crisis, the differential in tolerance for 

wrong-doings between crisis victims and non-victims is much larger is equal to half a standard 

deviation in the tolerance for wrong-doings for the overall sample. The difference however reduces 

as the share of households reporting job loss within the country increases and becomes insignificant 

in countries where the impact of the crisis has been the most widely felt. 

 

Conclusions 

This paper is part of an exciting research agenda linking individual experiences in the economic sphere 

to their social context, recognising that economic actors do not have strictly stable preferences and 

instead their choices can respond to past experience including being a victim of an economic shock. 

Here we find that respondents who have been affected by an economic shock are more likely to 

tolerate illegal behaviours, especially if the direct victims are the state or businesses, rather than 
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average citizens. The effect estimated is highly significant and robust to a number of specification 

changes, including when strictly controlling for pre-crisis variables only. Even though the effect on the 

overall sample, including 35 countries, is relatively small, it is on-par with the explanatory power of 

variables such as gender or educational achievement. 

We also find that the effect is significantly stronger in countries where the crisis affected a lower share 

of the population, demonstrating first that the effect is context-specific, but also that it might be 

caused by a relative stigmatisation or resentment generated in context where victims may have felt 

isolated in their experience. These results echo those of Rooduijn and Burgoon (2018), who also found 

a change in preferences among crisis victims, which however differed depending on the actual depth 

of the crisis at the aggregate level. Indeed, they found that crisis victims were more likely to support 

populist parties in Europe when compared to non-victims, but the support for right-wing populist 

parties increased only in countries where the crisis did not have a strong aggregate effect.  

Our results also suggest a possible decrease in tolerance for wrong-doings, when it comes to civil 

servants asking for bribes or people buying degrees. These results however do not appear to be robust 

to specification change. 

Overall, it seems that economic hardship can shift the moral values of those affected, as 2 years after 

the initial shock, we detect significant differences in the tolerance for wrong-doings of those affected 

by economic hardship compared to those who were not. The effect is strongly significant, but only for 

behaviours that are not directly detrimental to an average citizen, but instead are against the state or 

specific businesses. We are unable to link this change in values to a change in behaviour, and it is 

difficult to know how likely respondents are to actually engage in illegal behaviours, thus following on 

with actions on their stated change in values. It is however important for policy-makers to know that 

economic hardship is not exclusively about material deprivation, it can also be associated with a moral 

drift which might be worth addressing. 
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Appendix 1: Polychoric data reduction 

 

We conducted a factor analysis, based on a polychoric correlation matrix. The reliance on a polychoric 

correlation matrix is justified by the categorical nature of the variables measuring tolerance forwrong-

doings, when focusing on individual behaviours. 

Only one factor with an eigenvalue greater than 1 is extracted, as the first factor has an eigenvalue of 

3.31, while the second factor has an eigenvalue of 0.42 only. All the variables charged positively into 

this first factor, with factor loading of 0.6 or above, with the exception of speeding to the hospital 

(factor loading of 0.15). On that basis, we exclude this behaviour from our analyses. 

We also ran a second factor analysis using the 6 remaining behaviour. This analysis only confirmed 

that these six behaviours belonged to a unique underlying factor. 
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Appendix 2: Additional descriptive statistics 

 

Table A1: Descriptive statistics 

VARIABLES N Mean St. dev. Min Max 

      

Economic shock      

Lost job 38,864 0.185 0.388 0 1 

Crisis index 38,836 1.060 1.319 0 8 

      

Time invariant controls      

Age 38,840 45.88 17.37 17 97 

Male 38,864 0.396 0.489 0 1 

      

(Potentially) post-crisis controls      

Wealth (ref. poor)      

rich 38,235 0.230 0.421 0 1 

intermediate 38,235 0.471 0.499 0 1 

      

Risk preference 37,444 4.684 2.570 1 10 

Bad health (dummy) 38,681 0.128 0.334 0 1 

      

Marital status (ref. single)      

married 38,630 0.592 0.491 0 1 

Divorced, separated or widowed 38,630 0.211 0.408 0 1 

      

Education category (ref. primary)      

Above secondary 38,847 0.372 0.483 0 1 

secondary 38,847 0.319 0.466 0 1 

      

Generalised trust 36,953 2.956 1.053 1 5 

Trust in family and friends 38,288 4.778 0.590 1 5 

Trust in neighbours 38,315 3.810 0.970 1 5 

Institutional trust 38,864 4.575 3.927 0 14 

      

Pre-crisis controls      

Log of father’s education (years) 28,232 2.162 0.468 0 3.912 

Log of mother’s education (years) 28,171 2.122 0.476 0 3.829 

Wealth ladder 2006 37,914 4.691 1.817 1 10 

 

 

 

 

 


