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Table 2 Results for Descriptive Statistics

At FEAILI FE PR BUME S 25%idc iR Tswerfidk BoRfE
Dtr 20 954 —0.001 0.136 —0.537 —0.046 0.006 0.079 0.250
Ldr 10 851 0.018 0.087 -0.235 —0.028 0.018 0.066 0.236
Hap 20954 —5.425 1.903 —7.635 —6.501 —6.207 —5.060 0
HP 20954 0.090 0.286 0 0 0 0 1
Siz 20 954 22.090 1.258 19.810 21.170 21.910 22.800 26.030
Lev 20954 0.427 0.202 0.047 0.266 0.425 0.583 0.854
Roa 20 954 0.050 0.039 0.002 0.021 0.041 0.069 0.195
Grw 20954 0.225 0.454 —0.467 0.013 0.138 0.308 3.073
BM 20 954 0.608 0.236 0.129 0.425 0.607 0.789 1.106
Fag 20954 2.674 0.412 1.099 2.485 2.708 2.944 3.401
Soe 20 954 0.412 0.492 0 0 0 1 1
Inv 20 954 0.158 0.148 0 0.062 0.119 0.199 0.731
Ppe 20954 0.221 0.166 0.002 0.093 0.186 0.314 0.714
Ret 20 954 0.008 0.016 —0.006 0 0.002 0.008 0.099
Los 20954 0.051 0.220 0 0 0 0 1
Top 20 954 0.355 0.150 0.090 0.235 0.337 0.457 0.751
Dua 20 954 0.244 0.429 0 0 0 0 1
Msh 20954 0.121 0.196 0 0 0.001 0.194 0.698
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Table 4 Regression Results for Regional Happiness
and Corporate Tax Compliance
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Table 5 Regression Results for Instrumental Variables
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Table 6 Regression Results for the Mechanism Test
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Table 7 Results of Further Analysis Based on Social Monitoring
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Effect of Regional Happiness on Corporate Tax Compliance

SHEN Weitao, LI Dukangqi
School of Management, Xiamen University, Xiamen 361005, China

Abstract: As a modification of the rational hypothesis, the social psychological model of decisions regarding tax payment as-
serts that the taxpayer’s decision-making about tax payment is not only subject to the utility maximization under the constraints
of the external environment in the traditional sense; it is also influenced by psychological factors. As a regional psychological
factor that has received little attention in existing research, regional happiness can affect the tax compliance of local corpora-
tions.

Happiness is a dimension of psychological capital. Regional happiness belongs to the group psychological capital shared
by social members; therefore, it can have an impact on corporates’ tax decision-making. There are two sides to the relationship
between regional happiness and corporate tax compliance. On the one hand, the prosocial tendency accompanied by regional
happiness will increase corporate tax compliance, which should manifest as higher corporate tax payment. On the other hand,
regional happiness may also increase corporates’ tolerance to the potential risks of tax avoidance so that corporates are more
likely to engage in tax avoidance, and corporate tax compliance will be reduced. A set of competing hypotheses is proposed for
empirical test based on the above analysis. Data of Chinese A-share listed companies during the period 2007-2018 are used as
the sample source. In addition, the following methods are applied to examine whether regional happiness can promote corpor-
ate tax compliance: descriptive statistics, correlation test, multiple regression analysis, and robustness test methods including
instrumental variable method and substitute variable method. This study also explores the mechanism, heterogeneity factors,
and economic consequences of regional happiness’ influence on corporate tax compliance.

The results show that the happiness of the city where the company is located has a significant impact on corporate tax
compliance, the higher the happiness, the higher the corporate tax compliance. This conclusion remains unchanged after ad-
dressing potential endogenous problems.The results of the mechanism test show that regional happiness can reduce the negat-
ive impact of financial constraints on corporate tax compliance and promote the restraint function of internal control on tax
avoidance, thus increasing corporate tax compliance. Moreover, we observe that the “corporate tax compliance effect” of re-
gional happiness is more pronounced in companies with low levels of social supervision, high levels of management risk appet-
ite, and weak board supervision. Additionally, we conduct a sentiment analysis of data from Sina Weibo to re-measure region-
al happiness, and find that happiness still has a significant positive effect on corporate tax compliance. Finally, we find that re-
gional happiness can promote corporate value by increasing corporate tax compliance.

From the perspective of regional happiness, this study investigates the influencing factors of corporate tax compliance, de-
veloping a new research perspective for studying the social psychological determinants of corporate tax payment decisions. It
also provides policy recommendations for maximizing the value of happiness. The “tax compliance effect” of regional happi-
ness suggests that China’s development and transformation focusing on people’s happiness is not only of social significance but
also has important economic implications.

Keywords: happiness; social psychology; corporate tax compliance; psychological capital; financing constraints; internal con-
trol
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