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Measuring the Invisible: An Overview of and Outlook
for Tax Non-Compliance Estimates and Measurement

Methods for Switzerland

FeLix Scamutz’

JEL-Classification: E26, H26, O17
Keywords: Shadow Economy, Underground Economy, Tax Compliance, Tax Evasion

SUMMARY

This paper gives an overview of tax non-compliance estimates and evaluates the
suitability of various tax non-compliance measurement methods for Switzerland.
The existing estimates for Switzerland focus strongly on non-declared assets
and are based on a limited number of measurement methods. Nevertheless, the
estimates range widely, between CHF 106 to over 500 billion for non-declared
assets and 12.6 to 35.1 percent for income, for the time period 1970 to today.
These estimates could be taken as a starting point for further tax non-compliance
research. They should however be verified and supplemented by estimates result-
ing from other methods as a solid measurement of tax non-compliance requires
a comprehensive approach including several methods. Further, the focus should
shift from non-declared assets towards non-declared income.
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1. Introduction

Since the aim of tax non-compliance is to hide income or assets from being iden-
tified and taxed, quantifying and analysing tax non-compliance is a challenging
task. This is also affirmed by the limited availability of literature on the extent of
this activity in Switzerland. Despite its difficulty and limited empirical evidence,
it is important to gather information on the extent and structure of the shadow
economy' and tax non-compliance’ because these data are relevant for social and
economic policy as SCHALTEGGER and SCHNEIDER (2005) outline. For example,
an increasing shadow economy reduces the tax and social security base and may
reflect an increasing social dissatisfaction with the state.

Concrete tax non-compliance estimates for Switzerland are limited and based
on a very limited number of measurement methods. Not only are concrete fig-
ures scarce, but also a systematic overview, an analysis of the used methods in
the context of Switzerland and an outlook for future research is missing. This
paper aims to fill chis gap by systematically summarising the available tax non-
compliance estimates by tax type and comparing them with related measures.
Further, the paper provides an outlook in which direction future research could
head: the methods and results of tax gap estimates made by several European
tax authorities are outlined as benchmarks, relevant taxes are identified and an
analysis is given as to which methods are applicable and possibly effective in the
specific case of Switzerland.

We find that the existing tax non-compliance estimates for Switzerland are
based on a small number of measurement methods. Non-declared assets are
mostly estimated based on non-reclaimed withholding tax figures and non-
declared income estimates are entirely based on comparisons between aggregated
incomes according to tax versus national accounts (NA) statistics. Neverthe-
less, the figures estimated since the 1970s vary considerably: for assets, esti-
mates range between CHF 106 billion and over CHF 500 billion (in prices of
2010)° (see Table 6) and for incomes, depending on the year, between 13 and 35

1 Some authors use the expressions irregular, informal, underground, hidden, black or grey
economy interchangeably with the expression shadow economy. We will refer to this from
now on as shadow economy.

2 We prefer the expression tax non-compliance instead of the terms tax evasion or tax fraud com-
monly seen in the literature, as not every violation of tax law is wilful and some tax might
not have been properly paid by mistake or due to the complex tax system. We will refer to tax
evasion and tax fraud from now on as tax non-compliance.

3 The conversion from original to actual figures is based on the consumer price index with ref-
erence year 2010.
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percent (see Table 7). These estimates can be taken as a starting point for future
tax non-compliance research, but should be challenged by estimates derived
with other measurement methods and data as there is no single best practice to
measure overall tax non-compliance comprehensively. Combining several mea-
surement methods and data sources allows to capture as much tax non-compli-
ance as possible and to verify the consistency of any estimate. A cross-check of
the estimates is necessary as the resulting tax non-compliance estimates must be
interpreted with great caution. They can only be seen as a rough approximation
since all methods have their methodological or practical deficiencies. Combining
random audit programs with a comprehensive NA discrepancy estimate could
deliver promising results, if random audit methods carry through politically and
the strict data requirements of the NA discrepancy methods are fulfilled. Both
methods need to be performed by, or at least in close cooperation with, the tax
authority due to the resources, knowledge and data required. In a first step, the
focus should be on non-declared wages and self-employed income, as the former
contributes largely to the tax revenue and the latter is, according to the literature,
prone to non-compliance.

This paper is organised as follows: After the introduction, a short overview is
given of what is theoretically known about tax non-compliance, followed by the
methods to measure the shadow economy and existing shadow economy estimates
for Switzerland. Subsequently, tax non-compliance measurement methods are eval-
uated and tax-gap estimates by different European tax authorities analysed. Then,
the focus is on Switzerland. Existing tax non-compliance estimates for Switzerland
are outlined and an outlook is given as to where future research could head: we
identify potentially relevant taxes regarding tax non-compliance and analyse which
measurement methods are applicable to and potentially effective for Switzerland.
The last section summarises, concludes and derives policy measures.

2. Literature Review on the Theory of Tax Non-Compliance

Tax non-compliance has been analysed for over forty years with various
approaches and involving several academic disciplines (economics, econophys-
ics, psychology and sociology). We identify four strands in the literature: Ini-
tially, tax non-compliance was theoretically modelled. Then, the models were
empirically tested to identify tax non-compliance determinants, and individ-
ual tax compliance behaviour was analysed with laboratory experiments. Later,
with the simulation of agent-based models, the social dynamics between differ-
ent groups involved in the zax game could be modelled (PickHARDT and PriINz,

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



128 FELIX ScumuTzZ

2014). These different approaches have also been combined (see BLoomqQuisr,
2011, as an illustrative example combining the empirical, experimental and agent-
based approach). A main goal of tax non-compliance analysis, independent of the
applied research approach, is to identify possible determinants, because knowing
them allows implementation of efficient measures against tax non-compliance.
Figure 1 summarises the disciplines involved, the approaches used and possible
determinants of tax non-compliance.

Figure 1: Academic Disciplines, Research Approaches and Possible Determinants
of Tax Non-Compliance

economic determinants:

— tax rate

— income or wealth

— audit probability

— fine rate

— self vs. third party reporting

demographic determinants:
— education

— age

— gender
| _ —

[eruswiadxo

psychological determinants:

— risk aversion

— tax law knowledge

— social norms / culture

— fairness of taxation

— attitudes of the tax authorities
— use of tax revenues

— motivational tendencies
advance tax payments

Source: Own illustration, partially based on Hormann, Hoerzt, and KircHLER (2008) and Pick-
HARD and Prinz (2014, p.5/Table 1).
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In the following, possible determinants and the most relevant developments in
analysing tax non-compliance will be outlined briefly. The empirical approach
will be neglected, as empirical capturing of tax non-compliance is already part
of Section 4. For a comprehensive overview of tax compliance research over time
and the involved disciplines see, for example, PIckHARDT and Prinz (2014).

2.1 Determinants

A key aspect of analysing tax compliance is to identify relevant determinants
as this allows implementing efficient policy measures against tax non-compli-
ance. Initially, the focus was more on external economic variables such as tax
rate, income, audit probability, severity of fines, unemployment rate and self-
versus third party reporting. Over time, the focus moved to internal psychologi-
cal variables such as risk aversion, tax law knowledge, personal and perceived
social norms, perceived fairness attitudes toward taxation, the attitude of the tax
authorities versus the taxpayers, motivational tendencies to comply, advance tax
payments and use of the tax revenues. See Hormann, Hogrzi, and KIRCHLER
(2008) for a comprehensive review of the relevance of internal psychological and
external economic variables regarding tax compliance. Especially social norm and
factors influencing it such as religious beliefs (see PriNz, 2004), patriotism (see
KonNraD and Qarr, 2009), social capital (see ALm and GomEz, 2008) or other
cultural factors (see ALM and TORGLER, 2006; Tsakxumis, CurRTOLA, and PoRr-
CANO, 2007) came into focus as tax compliance determinants. But also a possi-
ble relation between tax compliance and demographic factors such as education,
age and gender has been analysed over the years (see, e.g., CHAN, TROUTMAN,
and O’Bryan, 2000; KasipiLrar, ARipIN, and AMRAN, 2003, for education and
KaSTLUNGER et al., 2010; TorGLER and VALEV, 2010, for gender and age). For
further details on tax compliance determinants see, for example, CeBuLa (2013)
regarding income tax in the United States (US) or KIRCHLER et al. (2007) review-
ing several tax compliance studies and concluding relevant factors for the com-
pliance decision.

2.2 Theoretical Approaches

The standard model of tax non-compliance, developed by ALLINGHAM and
Sanpmo (1972) (A-S), combines economics of crime with portfolio and insur-
ance theory under uncertainty. Each taxpayer has two possible strategies to max-
imize expected utility: to declare all or only part of the income. This strategic
decision must be taken under uncertainty since the taxpayer does not know if he

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)
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will be audited and penalized. The compliance decision depends on four factors
in the A-S model: tax rate, income, audit probability and fine. A drawback of the
A-S model is that it gives no definite answer as to whether tax non-compliance
increases or decreases with an increase or decrease of income or tax rate. In an
extension of the A-S model, YitTzrax1 (1974) shows that under certain assump-
tions, a higher tax rate will always decrease tax non-compliance. This counter-
intuitive prediction was later known as the Yitzhaki puzzle. Many other exten-
sions of the A-S model were developed over the years, often aiming to increase
its plausibility — at the cost of complicating the model — as the baseline model
omits potentially relevant factors. ALm (2012) states that many extensions were
still relying on expected utility and economics of crime theory
... and include: expanding individual choices (e.g., labor supply occupational choice, sectoral
choice, avoidance strategies); introducing alternative penalty, tax, and tax withholding func-
tions; incorporating complexity and uncertainty about the relevant fiscal parameters; allow-
ing the use of paid preparers; recognizing the provision of government services; giving indi-
viduals positive rewards for honesty; and allowing systematic audit selection rules in which

the tax authority uses information from the tax returns to determine strategically whom to
audit. (ALm, 2012, p.62)

(See ANDREONI, ERARD, and FEINSTEIN, 1998; CowELL, 1990; SANDMO, 2005;
SLEMROD, 2007; SLEMROD and YrrzHaki, 2002; TORGLER, 2007, for further
explanations of the A-S extensions).

A main drawback of the original tax non-compliance models is that they
seem to overestimate tax non-compliance (see, e.g., MyLEs, TRAN-NAM, and
HasHimzabe, 2010). To resolve this overestimation, caused by individuals tend-
ing to overvalue the audit probability and being risk averse, tax non-compliance
models were developed which deviate from the expected utility theories (AL,
2012). These models can include behavioral economics, assuming that individu-
als do not always act rationally, or the influence of social interaction on tax non-
compliance (see, e.g., MYLEs, TRAN-Nam, and HasHimzADE, 2010).

Reasonable tax non-compliance levels can also be predicted with prospect
theory (see, e.g., DHAMI and AL-Nowaiut, 2007, for further explanations of the
prospect theory) as it allows for a convex loss value function, stigma, non-linear
probability weights and loss aversion. Other advantages of prospect theory are
that it allows to solve the Yitzhaki puzzle (DrAMI and AL-Nowarur, 2007) and
to support empirical and experimental evidence not supported under expected
utility theory. For example, it has been used to show that advance tax payments
influence tax compliance (Yantv, 1999).

Another enhancement of classical tax non-compliance theory is to assume that
social norm and interaction influences tax compliance, taking into account the
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evidence that taxpayers’ non-compliance depends on the perceived tax compli-
ance of their peers. TRAXLER (2010) improves the classical A-S model by includ-
ing tax morale as a social norm for tax compliance. The more members of society
practice tax non-compliance, the more it is accepted. There are other examples
of studies accounting for social factors in their tax non-compliance models:
FortIN, Lacroix, and ViLLEVAL (2007) include social interactions and MyLEs
and NayLOR (1996) a return for compliant taxpayers, ERARD and FEINSTEIN
(1994) account for guilt and shame and CoweLL and Gorpon (1988) consider
the expenditure side of the government budget.

2.3 Experimental Approaches

The first tax compliance experiment was conducted by FRIEDLAND, MAITAL,
and RUTENBERG (1978). Since then, experimental approaches have become pop-
ular in analysing tax non-compliance, because laboratory experiments allow to
examine potentially relevant tax non-compliance factors that are not amenable
in theoretical or empirical studies. Experiments allow, for example, testing of
individual behaviour in reaction to exogenous changes (ALm, 2012) or the effect
of social interaction on tax non-compliance (FORTIN, LacROIX, and VILLEVAL,
2007). Further, tax non-compliance models can be tested with experimental data
(see, e.g., FORTIN, Lacroix, and VILLEVAL, 2007).

The main caveat of laboratory experiments is that inferring reliable conclu-
sions outside of the laboratory is questionable, since individual decisions depend
on social interaction, the decision context, financial implications and the selected
participants (LEvITT and LisT, 2007). See ALm (2012); ALM and JacoBsoN
(2007); PickaHARDT and PriNz (2014) for more information on experimental
approaches.

2.4 Agent-Based Models

Agent-based models apply methods from computational and statistical phys-
ics as well as evolutionary and computational economics, but also consider psy-
chological and sociological aspects, whereas their calibration can be done with
experimental or empirical data. They are based on the assumption that differ-
ent individuals or groups interact directly with each other and that their behav-
iour therefore depends on each other’s behaviour. So the focus is often on the
dynamics resulting from variation of the interaction or the enforcement process
(P1ckHARDT and Prinz, 2014). For an illustration of how agent-based models
can be used to analyse tax compliance aspects, see, for example, HASHIMZADE
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et al. (2015) or see BLoomqQuisT (2006) for an example comparing three agent-
based income tax non-compliance models. Further explanations of agent-based
models and why they are especially apt to model the dynamics of tax non-com-
pliance can be found in PickHARDT and PriNz (2014).

2.5 Conclusion

Initially, tax non-compliance theory was based on expected utility theory. How-
ever, based on expected utility theory, the predicted tax non-compliance was
much higher than the expected non-compliance. Later, as an alternative, theoreti-
cal tax non-compliance models were based on prospect theory, yielding results
more consistent with evidence, and the social norm as a determinant of tax com-
pliance came into focus. A useful approach to consider social norm in form of
social interaction as a determinant of tax compliance are computer agent-based
models. Insights into tax compliance can also be gained from laboratory experi-
ments, especially regarding individual tax compliance behaviour. Despite the
wide range of methods and disciplines that have so far been used to analyse tax
compliance behaviour, as illustrated in Figure 1, a main restriction in analysing
tax compliance has not been overcome so far, as for example PickHARDT and
Prinz (2014) oudline: reliable data is missing. This makes it impossible to test
any theory on a solid ground. In our view, the best way to improve the base to
test any theory is to increase empirical evidence.

3. The Shadow Economy

We include shadow economy measurement methods and estimates in this paper
because some measurement methods are used to estimate both the extent of tax
non-compliance and the extent of the shadow economy, and shadow economy
estimates are used as approximations of, or as a basis for, tax non-compliance
estimates.* There is no universal opinion in the literature as to how close the rela-
tion is between the shadow economy and tax non—compliance.S

4 See, for example, BUuEHN and SCHNEIDER (2012) estimating time series tax non-compliance
figures for 38 countries based on the MIMIC model shadow economy estimates of SCHNEIDER
and BuenN (2012) for the time period 1999 to 2010. Depending on the considered factors,
an average tax non-compliance for Switzerland of 0.8 or of 1.4 percent of GDP is calculated.
See the study for details and results for the individual years.

5  See, for example, OECD (2002, pp. 140-146); SLEMROD (2007).
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3.1 Shadow Economy Measurement Methods

The prevalent methods of measuring the shadow economy are single or multiple
macro indicator methods (see, e.g., GEMMELL and HasseLDINE, 2012; OECD,
2002, p.192; ScHENEIDER and WILLIAMS, 2013, for further explanations of these
methods). They are based on the assumption that the invisible phenomenon to
be measured cannot be completely hidden as it leaves observable traces. The
most widely used single indicator method is the currency demand method. It
assumes that transactions in the shadow economy are mainly based on cash pay-
ments and that cash demand is therefore related to shadow economic activities.
Three main monetary methods exist: cash demand (see Cacan, 1958; Tanzi,
1980), cash to deposit ratio (see GUTMANN, 1977) and transaction method (see
FEIGE, 1979) (see OECD, 2002, pp. 188-191, for a detailed f:xplanation).6 Other
common single indicators are electricity (see KAUFMANN and KALIBERDA, 1996)
or labour participation rate (see SCHNEIDER and BuenN, 2013). The multiple
indicators methods, called multiple indicators multiple causes (MIMIC) models,
or the dynamic version, DYMIMIC, first introduced by Weck (1983) and Frey
and Weck-HANNEMANN (1984) to measure the shadow economy,” estimate the
unobservable latent variable by replacing it with several observable indicators and
by using several measurable causes of the latent variable. Combining the MIMIC
with the currency demand method is a popular variant (see SCHNEIDER, 2015,
for an example).

Advantages of macro indicator methods are their adaptability to many coun-
tries and the possibility of building time series. The required data is widely avail-
able and only limited resources are necessary. However, there are fundamental
drawbacks.® The single indicator methods have been criticised as early as 1983
by FreY and Weck (1983) for neglecting or restricting the determinants lead-
ing to the existence and increase of the shadow economy. Further, macro indica-
tor methods are subject to controversial assumptions (see Rusin, 2011). In the
case of the currency demand method, it is assumed that all shadow economy

6 Another simplistic method related to currency is to analyse the development of the currency
denomination in circulation. See WeCck-HANNEMANN, POMMEREHNE, and FREY (1986, p.28f)
for details.

7 They used a LISREL (linear structural relationships) model, of which the MIMIC model is a
special case.

8 See OECD (2002, p.190f); ScuNEIDER and ENsTE (2000) for a critique on the currency
demand and physical input method, Weck-HaNNEMANN, POMMEREHNE, and FrEY (1986,
p.27); ScHNEIDER and BUEHN (2013) for a critique on the labour force participation rate
method and Breuscu (2005) for a critical review of the MIMIC method and DeELUANNO
and SCHNEIDER (2006) responding to this critique.
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134 FeLix ScEMUTZ

transactions are in cash and that a base year exists either without or with known
shadow economy (see SCHNEIDER and ENsTE, 2000). The same disadvantage
applies to the MIMIC method: only relative shadow economy estimates can be
produced (FELD and sCHNEIDER, 2010). The MIMIC results are therefore only
as reliable as the benchmark estimates. Also, the variables chosen in MIMIC
models are questionable (OECD, 2002, p.192). Given all these disadvantages,
we agree with the OECD (2008) that macro indicator methods are not suitable
for estimating a comprehensive GDP or underground production.

3.2 Shadow Economy Estimates for Switzerland

Table 1 gives an overview of shadow economy estimates for Switzerland with
focus on the second half of the twentieth century to today, without claiming to
be comprehensive. The figures, which are mainly based on macro indicator meth-
ods, show a trend by first increasing and then decreasing over time (see Figure 2).
Further, in recent years, a concentration around 7 to 9 percent is evident.

Figure 2: Shadow Economy Estimates for Switzerland over Time (% of GDP/GNP)

10%

6%

4% ©

2%

i

0% < ° T T T T T T
1950 1960 1970 1980 1990 2000 2010

Notes: Data points correspond to yearly averages of the figures in Table 1; the figure from the
experts survey is not included; estimates over several years are included in each occurring year; if
a range is given, the midpoint is taken.
Source: Based on figures from Table 1.
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4. Tax Non-Compliance Measurement Methods

The common methods to measure tax non-compliance, listed with advantages and
disadvantages in Table 2, can be divided into two broad categories: Macro or top-
down methods are based on discrepancies between aggregated data, whereas micro
or bottom-up methods use individual, business or household level data to identify
tax non-compliance.” Comparing these two categories, the former provides point
estimates and allows estimates of time series,"” whereas the latter delivers valuable
details about the structure of the tax gap, which can make them resource intensive.
Point estimates are, as RUBIN (2011) outlines, useful with moderate uncertainty,
but as uncertainty increases, they can become meaningless, especially with small
tax gaps. A persistent problem with many, but especially the macro measurement
methods is estimating the appropriate tax rates for non-declared income or assets
and accounting for interdependencies between the different tax types."

4.1 Macro Methods
4.1.1 National Accounts and Other Macro Discrepancy Methods

Two different NA macro discrepancy methods can be distinguished measuring
income tax non-compliance. The first one compares GDP measures calculated
with the income versus expenditure (or production) approach.””** This method
requires that the GDP income approach is based on tax statistics, the data used
must be different to that used in the expenditure (or production) approach and
its calculation needs to be fully independent of the other two GDP calculation
approaches. According to the OECD (2002, p. 19), the last requirement is rarely
met. The second NA method compares aggregated income according to NA
versus tax data. This method requires that NA income figures are independent
of tax data (as is the case in Switzerland, see Section 6.2.1).

9  The expressions macro and top-down, micro and bottom-up methods are not always used
synonymously in the literature.

10 Changes over time may be caused by measurement errors and factors independent of changes
in the hidden activity (see GEMMELL and HAsSELDINE, 2012).

11 There is very little literature currently available which analyses this topic (GEMMELL and Has-
SELDINE, 2012).

12 The initial and not the published discrepancy between the NA estimates should be taken,
since the aim of NA statisticians is to minimise this gap (SCHNEIDER and Buenn, 2013).

13 See OECD (2002, pp.28-34) for further information on the three different GDP measure-
ment approaches.
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Table 2: Measurement Methods

macro methods in general
+ o deliver point estimates and times series
o popular for indirect taxes
— o deliver point estimates
o difficult to determine the appropriate tax rate and interdependencies between taxes

national accounts (NA) macro discrepancy methods

(NA versus tax data or NA income versus expenditure or production data)

+ o based on a solid theoretical framework

— o strict requirements on data quality and data availability
« difficult to reconcile the two data sets and to isolate the tax non-compliance effect
o activities outside of the NA not captured

non-reclaimed withholding tax (WT)
+ o data availability
o simple methodic

— o reliability of the method (dependence on capital market / difficult to split taxable and non-taxable

persons / WT does not capture all asset income / 3 year time period to reclaim WT)

micro methods in general
+ o deliver details of non-compliance structure
— o some methods are resource intensive

taxpayer audits
+ o seen as fairly reliable
o deliver details of tax non-compliance structure
o understatement of income / assets and overstatement of deductions identifiable
o the appropriate tax rate for non-declared income / assets is identifiable
— e very resource intensive
o delivers lower bound as it captures only the auditable part of the tax non-compliance
o large burden on audited taxpayers

survey methods
+ o useful in specific cases
— e reliability

micro discrepancy methods

+ o data availability

— o based on a controversial assumption
o data reliability

« reconciliation of the two data sets

traces of non-compliance in consumption behaviour
+ « non-compliance derived in a subtle way

« applied in many countries (allows comparisons)
— o not based on tax data

o data reliability

other micro methods

(laboratory and field experiments; tax amnesties; supplementary and penalty tax proceedings)

— o not suitable to capture absolute amount of tax non-compliance

Source: Own table.
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According to the literature, the NA macro discrepancy methods are based on
a solid theoretical framework, but they have certain issues to deal with: compre-
hensive, complete and reliable data are required and the two sources compared
must be made comparable by proper reconciliation, which requires solid and
accessible documentation. Furthermore, the tax non-compliance effect must be
isolated from discrepancies due to data problems and definitional or conceptual
differences between the two data sets. Furthermore, taxable activities outside the
scope of NA are not captured.14 In our view, the reliability of the NA macro dis-
crepancy methods depends crucially on how well the above mentioned require-
ments are met.

Other macro discrepancy methods also compare aggregate data from different
sources to identify non-declared income or assets, but without taking advantage
of NA data. Examples of these methods can be found in SKATTEVERKET (2014)
or HM ReveNUE & Customs (HMRC) (2013b).

4.1.2  Non-Reclaimed Withholding Tax

Undeclared assets can be estimated based on the assumption that withholding
tax is mainly non-reclaimed for income from assets which have not been properly
taxed. This method is popular in Switzerland as the withholding tax gross reve-
nue is publicly available and the method is based on a simple methodic. However,
the Swiss Federal Council had already stated in 1983 that an estimate of non-
declared securities belonging to persons taxable in Switzerland based on with-
holding tax is not reliable. It is argued that the non-reclaimed amount in absolute
terms depends on the capital market and that it is not possible to properly split it
between taxable and non-taxable persons (see BUNDESRAT, 1983). Other caveats
of this method are that not all asset income is subject to withholding tax"” and
that reclaiming withholding tax may occur in a later year than its collection."
The withholding tax figures over the period 19942013 (see Figure 3) illustrate
these issues. The non-reclaimed amount varies considerably over time, not only
in absolute terms but also as a proportion of the total collected amount. This
means that the amount of non-declared assets also varies accordingly across the

14 See RuBiN (2011); VaN DE LaaN and De WaarD (1985, cited in OECD, 2002, p. 52) as examples
reflecting these potential difficulties in applying the NA discrepancy methods in their results.

15 Income from Eurobonds, for example, is not subject to withholding tax (EIDGENGsSISCHE
STEUERVERWALTUNG ESTYV, 2013).

16 The recipient of the taxable earnings must request a refund of the withholding tax within three
years after the calendar year in which the tax for taxable earnings was collected (EIDGENOs-
SISCHE STEUERVERWALTUNG ESTV, 2014a).
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years if non-reclaimed withholding tax is an indicator. The percentage of total
collected withholding tax reclaimed by foreign applicants also varies substantially
over time, emphasising the difficulty of splitting the non-reclaimed part properly
between taxable and non-taxable persons.

Figure 3: Withholding Tax Figures for Switzerland for the Time Period 1994 to 2013
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Source: Own illustration based on data from EIDGENOSSISCHE STEUERVERWALTUNG ESTV (2014b,
p. 14).

4.2 Micro Methods
4.2.1 Taxpayer Audits

Tax audit methods involve careful auditing of a sample of taxpayers and extrapo-
lating the results to estimate tax non-compliance for the entire population. Cru-
cial to the explanatory power of the results is mandatory participation and avoid-
ing sample bias."” Taxpayer audit methods are generally seen as fairly reliable in

17 The results of the standard control work of the tax authorities are likely biased since the tax
authorities usually target the most non-compliant taxpayers in their normal audit work (PEcHO
TRIGUEROS, PELAEZ LONGINOTTI, and SANCHEZ VECORENA, 2012).
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the literature and are key to many tax gap estimates by tax authorities such as in
Denmark (see SKAT — DanisH Tax aND CusTomMs ADMINISTRATION (SKAT),
2013), the United Kingdom (UK) (see IMF, 2013) and the US (see BrLack et
al., 2012; BRownN and Jonns, 2007). Further, various authors (see FuesT and
RiepEL, 2009; GEMMELL and HASSELDINE, 2012; SKATTEVERKET, 2014) prefer
tax audits to estimate tax gaps as they allow a detailed analysis of taxpayer non-
compliance and therefore provide valuable information to the authorities. More-
over, overstatement of deductions can be identified and the appropriate tax rate
for each non-compliant activity estimated. However, it must be noted that only
the auditable part of the tax gap can be identified with taxpayer audits (SKATTE-
VERKET, 2014). A way to address this problem is by using multipliers (see ANDRE-
oNI, ERARD, and FEINSTEIN, 1998). Other main disadvantages of random audits
are the resources required and the burden placed on the audited taxpayers, of
whom at least some are innocent (see also OECD, 2004, for disadvantages of
random audits).

4.2.2 Survey Methods

Information on tax non-compliance can also be collected through surveys. The
largest caveat in the literature on survey methods is data reliability. Respon-
dents may not remember their past reporting, they may not state the truth or
not respond at all (see ELrrERS, WEIGEL, and HEssING, 1987, for an illustrative
example of how unreliable surveys can be). The fact that tax evaders must admit
their concealed income can be addressed by the survey design (Rusin, 2011).
However, considerable uncertainty about the reliability of survey data remains
even with sophisticated survey questions. Nevertheless, positive aspects of surveys
used to analyse tax non-compliance can also be found in the literature. SCHNEI-
DER, TORGLER, and SCHALTEGGER (2008, p.22) propose surveys to compare tax
non-compliance and tax morale between societies. Even tax authorities rely on
survey methods to measure specific aspects of their tax gap estimates (see HMRC,
2013b; SKATTEVERKET, 2014; SweDISH NAaTIONAL TaX AGENCY, 2008) and the
OECD (2002, p. 144) deems surveys useful to measure the invisible in specific
cases, but not as appropriate for general tax non-compliance assessments.'®

18 See ALm (2012); PEDERSEN (2003); SCHNEIDER and BUuEHN (2013) for advantages and disad-
vantages of survey methods.
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4.2.3 Micro Discrepancy Methods

The most common micro discrepancy method is to compare individual budget
survey data with tax data, assuming the former includes true income figures,
which is a rather controversial assumption.” Preferably, the income figures can be
directly linked individually between the two data sources.” If individual match-
ing is not possible, the comparison must be made at an aggregate level.* Micro
discrepancy methods are popular as the required data are available for many
countries and even regions, but they are problematic because potential measure-
ment errors and sample bias in survey data might exist and the two data sources
being compared may measure different concepts.”

Micro discrepancy methods which compare tax data with data from sources
other than surveys are often referred to as data-matching.”” For effective data-
matching, the IMF (2013) requires comprehensive coverage with third party
data which enables identification of all potential taxpayers as well as matching
them between the two data sources, and which accounts for undetected unde-
clared liability.**

4.2.4 Traces of Non-Compliance in Consumption Behaviour

Some micro methods derive non-compliance based on consumption behaviour,
assuming a close dependence between consumption and income. Fu (2008)
identifies underreporting households by subtracting gross consumption from the
income reported in a household survey, with consideration of saving behaviour.
The critical requirement of this method is that individual independent income,
expenditure and savings figures are available. The approach of P1ssaripes and
WEBER (1989) uses a food consumption function to estimate underreporting

19 For a critical review of this assumption see, for example, MOORE, STINsON, and WELNIAK
(2000).

20 See BaLDINI, Bost, and Larra (2009); Paurus (2013).

21 See BENEDEK and LELKEs (2011); Fior1o and D’AMuRrI (2005); MaTsacanis and FLEvoTo-
Mou (2010); MATSAGANTS et al. (2010).

22 Several studies (see BOLLINGER, 1998; BounD and KRUEGER, 1991; D’ALEss10 and FAIELLA,
2002; D’Aurizio et al., 2008; KapTeyN and Ypma, 2007) analyse discrepancies between dif-
ferent income data and ignore tax non-compliance as a possible source.

23 Another micro discrepancy method is the fixed point method: An auditor observes a taxpayer
throughout a business day and then calculates the tax duty, based on the estimated turnover,
and compares it with the taxes actually paid (see PEcHO TRIGUEROS, PELAEZ LONGINOTTI,
and SANCHEZ VECORENA, 2012, for further information).

24 See ALM, BanL, and Murray (1991); HMRC (2013b); Kazemier (1990) for examples using
data-matching methods.
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of self-employment income.” This approach has been used in several countries
since it was first published in 1989, sometimes with refined methodologies.*
This allows a comparison of the results across countries, although the details of
the studies can differ. The main advantage of this approach is that potential non-
compliance is derived in a subtle way, possibly not considered by non-compliers
in their behaviour. The main disadvantages are that the estimate is not based on
tax data and that the reliability of survey data is questionable. However, accord-
ing to RuBIN (2011), the British HMRC used this approach to cross-check the
results of their 2005 random enquiry programme.

4.2.5 Other Micro Methods

Laboratory and controlled field experiments may be useful to examine taxpayer
responses to a changing tax and social environment,” but are unsuitable for cap-
turing the absolute extent of tax non-compliance. For a critical review of labora-
tory experiments, see, for example, ALm (2012).

A potential indication of tax non-compliance can be derived from tax amnes-
ties and supplementary and penalty tax proceedings figures. However, since not
all non-compliant taxpayers participate in a tax amnesty or are obliged to pay
supplementary or penalty taxes, these figures must been seen as absolute lower
bounds and are therefore less informative.

5. Tax Gap Estimates by Tax Authorities

The methods used by tax authorities to measure tax non-compliance can be
viewed as a benchmark since tax authorities have a great interest in solid estimates
and tend to have more financial and personnel resources than others. In the fol-
lowing section, we present some tax gap estimates from European tax authori-
ties.” It is important to note that there is no unique definition of the tax gap and
therefore, comparisons of measurement results must be made with caution, even

25 FeLDMAN and SLEMROD (2007) use a similar approach, but based on the charitable contribu-
tions reported on tax returns.

26 For example, Lyssiorou, PASHARDES, and STENGOs (2004) estimate the size of the shadow
economy with a consumer demand system.

27 See IYERr, RECKERS, and SANDERSs (2010); KLEVEN et al. (2011); SLEMROD, BLUMENTHAL, and
CHRISTIAN (2001) for interesting examples of controlled field experiments.

28 The worldwide most comprehensive tax compliance analysis was conducted in the US with
the Taxpayer Compliance Measurement Program (TCMP) and the National Research Pro-
gram (NRP) (Slemrod, 2007).
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when ostensibly, the same is measured: The British HMRC (2013a) includes tax
avoidance in its tax gap definition, whereas others (see, e.g., GEMMELL and Has-
SELDINE, 2012) do not.” In the case of Denmark, unintentional errors made by
taxpayers contribute to the tax gap (SKAT, 2009a).

5.1 Denmark

The tax gap in Denmark has been calculated since 1947 with a top-down
approach using NA data. These macro estimates are seen as an important indi-
cator for the health of the tax system, but not as sufficiently accurate and detailed
(SKAT, 2009b). Therefore, the Danish Tax and Customs Administration (SKAT)
nowadays compare bottom-up with top-down tax gap results (SKAT, 2009a).
Random audit programmes were performed in the years 2006, 2008 and 2010,
covering individuals as well as small and medium enterprises (SMEs).” Not
covered by the audit programmes are businesses with more than 250 employees.
Also not captured by the audits are any non-declared activities or non-registered
businesses (SKAT, 2013), but information on the hidden economy is provided
by the Rockwool Foundation’s interview investigations (SKATTEVERKET, 2014).
The audits required 410 full-time equivalents (FTE) in 2006 and 150 FTE in
the years 2008 and 2010°" and allow the SKAT to obtain a comprehensive pic-
ture of the tax gap differentiated by wage earners, self-employed and businesses.
A tool is implemented to distinguish between deliberated tax non-compliance
and errors (SKAT, 2013). For example, three-quarters of the total tax gap for
private individuals in the year 2006 is viewed as purely the result of errors and
only one-quarter, attributable to just 1 percent of all taxpayers, is seen as true tax
non-compliance (SKAT, 2009a).

In the random audit tax gap investigations for the tax years 2006 and 2008, a
high compliance level was found among individuals. The entire tax gap of private
individuals (not including self-employed) calculated bottom-up amounts to 0.6
percent and 0.4 percent of the corresponding tax liability (SKAT, 2009a; 2013).

29 Although in theory, the difference between tax non-compliance and tax avoidance is clear,
the former is illegal and the latter is legal, in practice, as for example SLEMROD and WEBER
(2012) point out, the distinction between the two is often blurred.

30 The audit program for the tax year 2006 rigorously checked more than 22,000 individual
taxpayers and companies selected by a stratified random sampling process (SKAT, 2009a).

31 In comparison, the HMRC dedicates a 1,270 staff to tackling the hidden economy (RAND
Eurore, 2008) and the Swedish Tax Agency allocates resources of 2,500 FTE to the tax gap
(Skatteverket, 2007, cited in RAND Eurorg, 2008).
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An explanation for this high compliance rate might be that in Denmark, certain
income information and deductions are automatically pre-entered into tax dec-
larations of individual taxpayers. It is, however, worth noting that the personal
income tax gap for the tax year 2006 calculated top-down with the NA method
is about ten times higher than that calculated with audits resules (SKAT, 2009a)
(see SKAT, 2009a, for several possible explanations for this discrepancy). Table 3
summarises the bottom-up net tax gap figures for the tax year 2008 for Denmark.

Table 3: Summary of the Bottom-Up Net Tax Gap in Denmark for the Tax Year 2008

4 T | & | 5
=1 = - 5
= E’ %: 2, S 8 =g
25 o = =5 = =
28 3 5 g 5 ¢ g3 g 8
absolute (10’ DKK) 1.1 4.8 3.1-3.6 8.0 2.7-3.2 21
% of tax liability (approx.)  0.4% 10% 20% 3% |2.7-2.9% 5%

no tax gap estimates are available for the following components
— large companies (> 250 employees)

- customs

—  duties, motor, gaming, hydrocarbon etc.

Source: Based on SKAT (2013, p. 29).

5.2 Sweden

The Swedish Tax Agency (Skatteverket) analysed the tax gap in Sweden for the
years 2007 to 2012 on behalf of the Swedish Government. The Swedish Tax
Agency concludes that only a highly uncertain assessment of the change in the
tax gap over the analysed years is possible, but not a quantification of the tax gap.
For a bottom-up estimate, a greater number of random investigations would be
required, and relying on top-down NA methods is not recommendable as the
NA are classified as uncertain (SKATTEVERKET, 2014).”> However, the SWEDISH
NaTioNaL Tax AGENcY (2008) conducted a tax gap estimate during 2007 and
calculated a total tax gap of 5 percent of the GDP corresponding to 10 percent
of the determined tax. Undeclared work, estimated with a NA macro method,
accounted hereby for approximately half of the tax gap. With various micro meth-
ods, able to explain about 91 percent of the amount of undeclared work estimated

32 In theory, the NA method is seen by the Swedish Tax Agency as the perfect measurement
method to estimate the tax gap (Skatteverket, 2014).
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by the macro method, a breakdown into different taxpayer groups was done (and
a remainder labeled ‘undistributed’ (p. 6)). The rest of the tax gap, besides unde-
clared work, was calculated using only micro methods. Whenever possible, dif-
ferent sources and calculations were compared. In cases without solid information
for calculations, estimates are based on a ‘reasonability assessment’ (p. 6). Divid-
ing the tax gap by tax type (see Table 4) reveals the largest absolute gaps in the
areas of business income tax, social security contributions and value added tax
(VAT). In percentage of the tax determined, tax on capital and business income
tax have the highest percentages.

Table 4: Tax Gap by Tax Type by the Swedish Tax Authority in 2007

o = I? B 8
TS O v 42 g o < -3
g2 g =) g == 05)1) 9] o =
se| % | gg| 85| = g 2 E
cf| B | 22| ¢85 5 2 g
absolute (10’ SEK) 20.4 10.9 31.9 30.2 35.3 4.2 0.6 133.5
% of tax reported 5% 65%' | 33% 8% 14% 5% 4% | 10.7%

Notes: ' Tax gap related to total tax on capital income taken after deduction for deficit on capital (net
calculation) / the tax gap amounts to 29 percent if related to the tax on total gross surplus of capital.
Source: Based on SweDIsH NATIONAL Tax AGENCY (2008, pp. 56/59-64).

5.3 United Kingdom

Her Majesty’s Revenue and Customs (HMRC, 2013a) releases annual estimates
of the net tax gaps for HMRC administered taxes. Depending on the tax type,
either a top-down or bottom-up approach is used: tax gaps from indirect taxes
such as VAT, excise duties and certain other indirect taxes are estimated with
top-down methods and direct tax gaps are mainly based on bottom-up methods
(HMRGC, 2013a).” Table 10 in the appendix gives an outline of the methodolo-
gies used to estimate the tax gap, showing the broadness of the methods. It also
reveals that taxpayer audits, conducted within the employer compliance random
enquiry programme, are key to the estimate. A weak point of this programme
is that larger employers are not included. Therefore, findings from the random

33 The document “Methodological annex for measuring tax gaps 2013” by the HMRC (2013b)
gives more explanations of the data and methods used to estimate the tax gap.
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program for SME employers are used as a proxy to estimate a tax gap for larger
employers. This procedure was criticised by the IMF (2013).

The reported tax gap breakdown by behaviour in Figure 4 illustrates that not
only classical tax evasion is taken into account, but also a wider concept of tax

gap is analysed in the UK.

Figure 4: Breakdown of the United Kingdom Tax Gap 2011-12 by Behaviour

error

hidden economy

avoidance

evasion
failure to take
reasonable care

non-payment criminal attacks

legal interpretation

Notes: The percentage numbers do not sum to 100 percent due to rounding.
Source: Based on HMRC (2013a, p. 11/Figure 1.6).

The estimated tax gap 201112 is about 7 percent.”* Splitting the tax gap by tax
type, as illustrated in Table 5, missing income tax (IT), national insurance con-
tributions (NIC) and capital gains tax (CGT) contribute the largest part of the
tax gap, accounting together for 44 percent, followed by the VAT gap with 33
percent and corporation tax gap with 13 percent. Putting the tax gap for each
tax class in relation to the theoretical liabilities changes the picture. Then only
5.8 percent of the theoretical I'T, NIC and CGT is missing, compared to 10.4
percent for VAT and 9.6 percent for corporation tax (HMRC, 2013a).

34 As audits can take several years to settle, figures are revised until all enquiries are made
(HMRC, 2013a).
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Table 5: Tax Gap by Tax Type 2011-12 in the United Kingdom

3 g ,5 9]

9 2 E E

Z & Y g R g -

=3 | g5 | §3 | i | %
absolute (10° GBP) 15.3 11.4 4.7 2.5 1.1 35
% of total theoretical 5.8% 10.4% 9.6% 4.9% 4.2% 7%
liabilities

Notes: 'Income tax (IT), national insurance contributions (NIC) and capital gains tax (CGT).
Source: Based on HMRC (2013a, pp. 6/10).

5.4 Conclusion on Tax Authorities Experience

There is no uniform picture of which tax types or non-compliance factors are
most important for the tax gaps estimated by tax authorities. This is also owed
to the fact that the tax gap definition as well as the structure and the focus of
the tax gap estimates deviate considerably across countries. Therefore, a com-
parison between tax gap estimates has its limits. Nevertheless, certain tendencies
can be observed: undeclared work is surely a main concern, as is non-compliance
of micro companies and the self-employed. Corporate taxes seem to be of major
relevance if measuring the non-compliance in percentage of the theoretical lia-
bility. But it must be kept in mind that for example the HMRC also includes
tax avoidance in their tax gap measurement. A common feature of all illustrated
tax gap analyses is the use of multiple measurement methods, sometimes even
per tax or taxpayer type. Alchough a strong focus on random audit programs can
be identified, the results of these audits are verified and supplemented by other
methods.”” However, the involved tax authorities and the IMF stress to inter-
pret the tax gap results with caution (see HMRC, 2013a; IMF, 2013; SweDIsH
NatioNnaL Tax AGeNcy, 2008).

35 Seealso OECD (2004) for the use of random audits of small and mid-size business taxpayers
by tax authorities in OECD countries.
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6. Tax Non-Compliance in Switzerland: Estimates and Outlook

6.1 Tax Non-Compliance Estimates for Switzerland

Concrete figures on tax non-compliance in Switzerland are scarce and mostly out-
dated.” The existing literature on tax non-compliance in Switzerland is reviewed
by tax type and in chronological order, followed by related literature. The non-
compliance estimates are reported in original value, with the corresponding
amount in actual/2010-value in parenthesis.

6.1.1 Non-Declared Assets

Estimates of non-declared assets are available dating back to the 19th century
(see Table 6, summarising the existing estimates of non-declared assets in Swit-
zerland). However, the methods used to derive these early figures are generally
not mentioned. Estimates from the 20" and 21* century usually report the esti-
mate method.

The finance expert Prof. GRossMaNN (1938, cited in Munz, 1944, p. 3) esti-
mated that about CHF 18 (117-136) billion in assets were not declared in the
period 1929/1932. In 1944, the Federal Tax Authority estimated the balance of
shares, bonds and savings accounts and compared the proportion of said esti-
mated balance taxable under the Wehropfer’” with the official declarations in
the Wehropfer statistics. The difference amounts to CHF 6.2 (31) billion or 23
percent of the estimated balance (EIDGENOSSISCHE STEUERVERWALTUNG ESTV,
1944). Munz (1944, p. 14) argued that the difference is closer to 30 than 23 per-
cent, because the absolute difference should be set in relation only to securities
and assets subject to the Wehropfer tax. Munz (1944, p. 24f) further calculated
that in total at least CHF 10 to 15 (51-76) billion in assets were insufficiently
taxed, arguing that, in addition to the amount estimated by the Federal Tax
Authority, further defraud was a result of overestimated liabilities and underval-
uation and evasion of other assets not related to the Wehropfer.

In 1962, the Swiss Federal Council stated in an answer to a motion to the Fed-
eral Assembly that a quantitative estimate of the total loss due to tax non-com-
pliance was not possible. The best estimate of tax loss might be made in the area
of non-reported securities, bank accounts, banknotes and gold. Total moveable

36 There is more literature available regarding tax morale and its determining factors (see, e.g.,
FELD and FrEy, 2006; KIRCHGASSNER, 2007; TORGLER and SCHALTEGGER, 2006).

37 The Wehropfer was an extraordinary property tax levied by Swiss officials to finance defence
costs (EIDGENOSSISCHE STEUERVERWALTUNG ESTYV, 2010).
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capital assets not reported to tax authorities was estimated at CHF 17-23 (71-96)
billion and consisted of five components: domestic securities, savings accounts,
foreign securities, banknotes and gold (BUNDESRAT, 1962).

A decade later in 1972, undeclared asset income of CHF 3.04 (8) billion and
CHF 60.9 (161) billion in evaded assets was estimated based on non-reclaimed
withholding tax. However, part of this belonged to persons not taxable in Switzer-
land (ScaMID, 1973). At the same time, Council of States member Eggenberger
asked the Federal Council in an official letter of enquiry if it deemed correct that
an estimated CHF 67 (163) billion in securities was not properly taxed, as esti-
mated by a tax expert and based on withholding tax revenue. Eggenberger also
asked the Federal Council to produce, if possible, an official estimate of evaded
assets. Council of States member Eggenberger calculated, based on the with-
holding tax revenue in 1974, that about CHF 4 (9) billion in interest earnings
or over CHF 80 (177) billion in securities were not properly taxed. The Federal
Council stated in its answer that an estimate of evaded assets could not be made
based on gross earnings from withholding tax.” According to some approximate
calculations made by the Swiss Federal Tax Authority, the relevant withholding
tax gross revenue for the year 1972 amounted to about CHF 600 (1,587) million
and not to CHF 913 (2,415) million as disclosed in the state account, resulting
in evaded assets of about CHF 40 (106) billion by capitalisation with 5 percent
(BUNDESRAT, 1974). Another estimate based on non-reclaimed withholding tax
stated that approximately CHF 90 (184) billion in assets, all subject to with-
holding tax, were not declared in 1976 (STRAHM 1978, p. 12f). Based primarily
on non-reclaimed withholding tax,”’ Swiss National Commission Justitia et Pax
estimated that assets amounting to over 100 (199) billion and generating an esti-
mated yield of CHF 3.5 (7) billion were evaded in 1978, resulting in tax loss of
about CHF 600 (1,195) million. Other income elements were also not declared
to the tax authorities, but it is impossible to estimate the amount even approxi-
mately (SCHWEIZERISCHE NATIONALKOMMISSION JUSTITIA ET Pax, 1981, p. 111)).

HowaLp (2011) quantifies part of the total tax non-compliance based on non-
reclaimed withholding tax potentially belonging to persons taxable in Switzerland.
For the years 2008, 2009 and 2010 undeclared capital income of CHF 15.2 (15.3)

38 See Section 4.1.2 for the reasons why inferring from non-reclaimed withholding tax to
defrauded assets is problematic.

39 For details on the estimation methods for non-declared assets in domestic bank and deposit
books not subject to withholding tax as well as non-declared foreign securities in Swiss hands,
see the original document (ScHWEIZERISCHE NATIONALKOMMISSION JUSTITIA ET PaX, 1981,

p-42).
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billion, CHF 9.2 (9.3) billion and 10.2 (10.2) billion are estimated, corresponding
to assets of CHF 508 (510) billion, CHF 308 (311) billion and 340 (340) billion
if capitalised with 3 percent and resulting in a tax loss total of CHF 2.2 (2.2) bil-
lion in 2008, CHF 1.3 (1.3) billion in 2009 and CHF 1.5 (1.5) billion in 2010
if applying conservative tax rates. SCHOCHLI (2012) calculates an approximate
estimate of the possible extent of non-declared assets in an article in the newspa-
per Neue Ziircher Zeitung by comparing the assets of private households accord-
ing to national versus tax statistics. The difference amounted to approximately
CHEF 150 (151) billion (10 percent of total assets) after considering several concep-
tual differences, and was vulnerable to adjustments which would reduce or increase
the estimate. ScuOcHLI (2012) concludes that the estimated CHF 150 (151) bil-
lion might be conservative, and based on withholding tax data, an amount of
CHF 200 to 300 (201-302) billion might be assumed instead.

6.1.2 Non-Declared Income

In 1962, the Swiss Federal Council stated in an answer (already cited in Sec-
tion 6.1.1) to a motion to the Federal Assembly that it was not possible to quan-
tify the entire extent of income tax non-compliance, but nevertheless gave a
general indication: the difference between total theoretical income according to
NA and the income actually taxed was quantified at a minimum of CHF 2 (8)
billion (BUNDESRAT, 1962).

Weck-HANNEMANN and POMMEREHNE (1989) investigated undeclared
income at cantonal level by comparing total household income reported to the
tax authorities with income figures independent of tax data for the years 1965,
1970 and 1978. They looked at these years because cantonal income components
were available which were as independent as possible of tax figures. According
to the results — no specific tax non-compliance figures were stated — the inde-
pendently captured primary income exceeded tax data income figures in every
canton, indicating non-declared income. PoMmMEREHNE and FREY (1992, cited in
FreY and FELD, 2002) calculated a compliance rate of 82.5 percent for a sample of
Swiss cantons. Some years later, POMMEREHNE and WECK-HANNEMANN (1996)
repeated their comparison of gross household income in NA data with tax data
for the years 1965, 1970 and 1978, again without naming any concrete tax non-
compliance figures.

Building on the previous paper by PoMMEREHNE and FREY (1992, cited in
FrEy and FELD, 2002) and PoMMEREHNE and WECK-HANNEMANN (1996), FREY
and FELD (2002) widened the sample by adding the years 1985, 1990, 1995.
The method of comparing national income gross household figures to adjusted
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household income reported to the tax authorities was maintained and a compli-
ance rate of 76.52 percent was estimated. Referring to the figures of FrREY and
FeLp (2002), FeLD and Frey (2004) illustrate that, in the years analysed, the
estimated level of income tax non-compliance, averaged over the Swiss cantons,
ranged between 12.6 percent (1978) and 35.1 percent (1990) of gross household
income and amounted to 22.3 percent in 1995. Furthermore, in the two years
1970 and 1995, the estimates vary substantially between the cantons and the
extent of tax non-compliance changed considerably over time. Table 7 gives an
overview of the non-declared income estimates for Switzerland.

Table 7: Summary of Estimates of Non-Declared Income in Switzerland Based
on Comparisons of National Accounts and Income Tax Data

percentage absolute time period region source
min. CHF 2 (8)*x 10°  1958/60 Switzerland 1

17.5% 1965/70/78 sample of Swiss cantons 2

23.5% 1965/70/78/85/90/95  sample of Swiss cantons 3

12.6% 1978 Swiss cantons

35.1% 1990 Swiss cantons 4

22.3% 1995 Swiss cantons

Notes: *In prices of 2010.
Source: ' BUNDESRAT (1962); “PoMMEREHNE and FREY (1992, cited in FREy and FELD, 2002); *FREY
and FeLp (2002); ‘FELD and FrEY (2004).

6.1.3 Non-Declared Value Added Tax

Newer estimates are available on VAT non-compliance. VAN BaaLen (2013) esti-
mates the VAT gap bottom-up and top-down. The bottom-up figures are based
on taxpayer audit results, which allows the main gap sources to be identified. For
top-down figures, several VAT tax gap scenarios with different data sources are
estimated for the period 2001 to 2008, varying between -3.1 and 8.6 percent of
the actual revenue. The differences between the scenarios are greater than the
fluctuations over time within each scenario.

Table 8 shows the bottom-up and the top-down benchmark scenario VAT
gap figures. Generally, as expected, top-down figures are higher than bottom-
up, although the comparison is not straightforward since different time periods
are used and the results strongly depend on the scenario. Further, van BAALEN
(2013) points out that the results are sensitive and subject to a considerable error
margin and that interpretation over time is difficult.
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Table 8: VAT Gap Estimates 20012012 in Percent of the Actual VAT Revenue

- 4 o ¢ wn v N ® & o ~ o
S o o 9o <o S S 2 & = = =
S & & & & & & & & o 2o o
] &8 & &8 & &8 & &8 & & O 9«
bottom-up VAT gap 22 21 19 19 16

top-down VAT gap* 69 7.9 7.6 65 47 35 52 5.1

*benchmark scenario
Source: Based on vaN BAALEN (2013, p. 12 f./Tables 2/3).

6.1.4 Related Literature

The results of tax amnesties can be seen as an absolute minimum of tax non-com-
pliance. Between 1940 and 2003, three national tax amnesties were introduced
and many more at cantonal level (TORGLER, 2003, p.625). In the first of these
amnesties in 1940, an additional CHF 1.5 (10) billion in assets was declared. In
1944, the next federal tax amnesty was in conjunction with the introduction of
a withholding tax, and additional assets of CHF 6.5 (33) billion were declared
(BunDESRAT, 1962). The third one took place in 1969 and assets amounting to
CHEF 11.5 (36) billion were uncovered (SCHWEIZERISCHE NATIONALKOMMIS-
SION JusTITIA ET PAX, 1981, p. 11). Another tax amnesty is currently in place.
Since 2010, under certain conditions and once per lifetime, taxable persons have
been allowed to self-report tax non-compliance to the tax authorities without
being prosecuted — according to federal law (Art. 175 Abs.3 Bundesgesetz iiber
die Vereinfachung der Nachbesteuerung in Erbfiillen und die Einfiibrung der stra-
Sflosen Selbstanzeige).

Further studies exist which compare income figures from different sources (see
Table 9 for the results). However, these state that tax non-compliance is only one
of several possible sources for any measured difference or do not even consider tax
non-compliance as a possible source. LARDI (1970, pp. 39—47) compares income
according to tax and Federal Old Age and Survivors Insurance (Alters- und Hin-
terlassenenversicherung (AHV)) statistics with macroeconomic figures for 1961
and 1962. Wehrsteuer tax statistics capture 60 percent of personal income accord-
ing to the NA whereas AHV statistics capture 78 percent. Combining tax and
AHYV statistics increases the percentage to 85 percent. LARDI (1970) states various
reasons for this difference without mentioning tax non-compliance. NoTH (1975,
pp- 85—89) compares aggregate net houschold income between tax statistics and
NA and explains why the calculated income based on tax data should be lower
than on NA. Two of the reasons he gives are tax avoidance and non-compliance.
Therefore, the differences from 1940 to 1956 are seen as having the wrong sign
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or as being too low. Later, ERNsT (1983, pp. 97-108) calculates net income using
official statistics modified by a spot survey, and assesses the quality of his esti-
mate by comparing it with aggregate NA household income. ErnsT (1983) does
not mention tax non-compliance as a possible cause for the differences.

Table 9: Difference in Percentage between Aggregate Income Based on Tax/Official
Data and National Accounts Household Income for the Time Period 1940 to 1978

1940/50
1951/52
1953/54
1955/56
1957/58
1959/60
1961/62
1963/64
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Source: "LarDI (1970, pp. 39—47) (tax/AHV data); "NotH (1975, p. 85/table 16) (tax data); "ERNsT
(1983, p. 310/table A 2) (official data).

6.2 Future Measurements of Tax Non-Compliance in Switzerland

A comprehensive analysis of tax non-compliance covering all taxes would be
desirable. However, considering limited resources, it is conducive to focus on
relevant taxes. A tax type can be categorised as relevant in this context if it has a
high contribution to the total tax revenue combined with a high susceptibility to
non-compliance. Depending on the aim of the tax non-compliance analysis, the
focus can also be placed on tax types with high relative non-compliance given as
a percentage of the theoretical liability of the specific tax type.

The federal state structure is evident in the Swiss tax system. Taxes are imposed
at federal, cantonal and municipal levels (Eidgendssische Steuerverwaltung ESTV,
2014a). The tax breakdown differs largely across the state levels (see Figure 5 in
the appendix), emphasising that the identification of relevant taxes depends on
the state level in focus. Since we are interested in the taxes on national level, we
focus on the total tax revenue breakdown: about 39 percent of the fiscal revenue
in the tax year 2011 is generated by income tax on natural persons, followed by
VAT at 17 percent, corporate income tax at 14 percent, withholding tax at 5 per-
cent, asset taxes on natural persons at 4 percent and other taxes sum up to a total
of 21 percent (own calculation based on EIDGENOSSISCHE FINANZVERWALTUNG

EFV, 2013, pp. 36/46/57).
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An indication of the risk of non-compliance can be derived from the literature,
taking into account that the legal and regulatory settings which influence the
risk of non-compliance vary between countries as do the methodologies applied
in the different studies.”

In the following, we analyse which taxes might be relevant for tax non-com-
pliance and which tax non-compliance measurement methods could be appro-
priate in the case of Switzerland.

6.2.1 Income Tax

Income tax from natural persons finances the majority of the government budget
in Switzerland. In addition, non-compliance in income tax from natural persons
may often coexist with non-compliance in social contributions, thus increasing
the adverse social impact.

In the literature, income from self-employment is seen as especially prone
to non-compliance (see, e.g., BALDINI, Bosr, and LarLa, 2009; BENEDEK and
LeLkEs, 2011; Fiorio and D’AmuRri, 2005; MaTtsacanis and FLEvoTomou,
2010; Prssaripes and WEBER, 1989). Furthermore, the experiences of Danish
(see SKAT, 2013) and US tax authorities (see CHRISTIAN, 1994; SLEMROD, 2007)
show considerably lower voluntary compliance among the self-employed com-
pared to wage earners, and the Swedish tax authority identifies high non-com-
pliance in micro companies (Swepisa NaTioNaL Tax AGENCY, 2008).

It seems reasonable that the non-compliance potential for employment income
with a payslip is limited and to a greater extent only possible in cooperation with
the employer, especially when the annual pay statement is automatically sent to
the tax authorities.”” The results of KLEVEN et al. (2011) are in line with this
assumption. Their findings imply that while tax non-compliance for income
subject to third party reporting is almost zero, it is substantial for self-reported
incomes. However, it is likely that a certain amount of labour is not reported
to the authorities, by mutual consent between employee and employer. PauLus
(2013) reveals that about 20 percent of total employment income is not declared
in Estonia and undeclared work contributes about 38 percent to the Danish net
tax gap 2008 (SKAT, 2013) and about 50 percent to the Swedish tax gap (SweD-
1sH NATIONAL Tax AGENCY, 2008).

40 An issue in reviewing the existing literature is that many results are not published and/or no
documentation of the estimate procedure is released (SCHNEIDER, TORGLER, and SCHALTEG-
GER, 2008, p.100).

41 This is, for example, the case in Canton Basel Stadt (§ 157 Abs. 1 lit. € Steuergesetz Basel Stadt)
(tax law).
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Potentially effective to measure income tax non-compliance are the NA dis-
crepancy methods. The first variant, however, comparing figures calculated using
the income approach with those of the expenditure or production approach,
cannot be implemented in the case of Switzerland as income data used in the
NA is not based on tax data. Furthermore, according to the State Secretariat for
Economic Affairs (STAATSSEKRETARIAT FUR WIRTSCHAFT SECO, 2008), the GDP
calculation based on income factors employs a residual measure: the net operat-
ing surplus, including self-employed income and corporate profits, results as the
remaining balance. This means that any potential measurement errors in national
income accounting are reflected in the resulting net operating surplus. It is fur-
ther interesting to note that according to an earlier comparison of income and
expenditures in the NA by Weck-HANNEMANN and FRrey (1985, p. 84), income
tended to be greater than expenditures, reflecting considerable measurement
problems. Hence, it seemed plausible for Weck-HANNEMANN, POMMEREHNE,
and FrREy (1986, p.22) to assume that the discrepancy between expenditures
and income in the NA is a biased indicator of the size of the shadow economy.

The second NA discrepancy method, which compares NA income data with
income declared to the tax authorities, seems more appropriate in the case of
Switzerland. However, it needs detailed clarification as to whether it is possible
to separate tax non-compliance from other conceptual and measurement differ-
ences in the two databases. Especially as, according to the Swiss Federal Statis-
tical Office, the income approach plays only a secondary role in NA calculation
in Switzerland (OrFICE FEDERAL DE LA STATISTIQUE OFS, 2013), and previous
reconciliations of aggregate net income figures with NA income data, which do
not focus on tax non-compliance, such as those of NotH (1975) or ERNsT (1983),
show results similar to those explicitly focusing on non-compliance, such as Pom-
MEREHNE and FrEy (1992, cited in FREy and FELD, 2002); FrREY and FeLD (2002)
or FELD and Frey (2004).

Instead of using NA data, tax data can also be compared with other compre-
hensive income data sources. In Switzerland, AHV data should have compre-
hensive coverage of earned income. However, a comparison of tax and AHV
data could deliver, at most, an absolute lower bound of non-compliance since
most compensation subject to and declared to the AHV can be assumed to be
taxed correctly. Comparing AHV with tax data from the self-employed will
hardly give insight into tax non-compliance, since, as mentioned in AHV/IV
(2014), the contribution of the self-employed to AHV is determined based on
the tax assessment.

Within the micro methods, random taxpayer audits could been seen as rela-
tively reliable to measure income tax non-compliance, although they only yield
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a lower bound (see Section 4.2.1). However, the legal basis must be given to per-
form random taxpayer audits and it could only be done by the tax authorities due
to the knowledge and resources required, the mobilisation of which is a politi-
cal question. Beside the high costs, random taxpayer audits may be questionable
from a societal viewpoint because of the time burden placed on the audited tax-
payers, of whom at least some are innocent.

We view discrepancy methods, comparing income according to household
budget surveys, which are detailed and available in Switzerland, with income
on tax forms, as useful if the two databases can be matched at the individual
level.”” In this case, these methods could, despite the controversial assumption
that the respondents reveal a more accurate income in household budget surveys
than on tax forms, be used to support and complement other income tax non-
compliance estimates.

The approaches of P1ssarIDES and WEBER (1989) and Fu (2008) are also based
on household budget surveys. The former identifies income underreporting by
self-employed compared to wage earners. This could be especially promising
taking into account the potential non-compliance of the self-employed. Again,
the explanatory power of this method could be considerably increased by indi-
vidually comparing the income declared in the budget household survey with
that on tax forms.” The approach of Fu (2008) is not applicable in Switzerland
because, to our knowledge, there is no data source available that captures income,
expenditures and savings independently at the individual level.**

6.2.2 Value Added Tax

VAT gap estimates are, relative to other taxes, widely available, and newer top-
down and bottom-up figures also exist for Switzerland.” Especially popular are
estimates of the VAT gap based on macro methods. Potential explanations for this
can be found in GEMMELL and HasseLDINE (2012) and Rusin (2011). GEMMELL
and HASSELDINE (2012) argue that it is usually easier to calculate the theoretical
tax liability for indirect rather than for direct taxes because for indirect taxes,

42 This may not be possible for data privacy protection reasons.

43 This method is based on the assumption that the income declared in household budget sur-
veys and on tax forms is identical.

44 The household budget survey contains detailed individual income and expenditure figures for
Switzerland, but the published saving amount is calculated as the difference between reported
income and expenditures (BUNDESAMT FUR StaTisTIK BES, 2013).

45 For details of method and results for European Union countries, see REckon LLP (2009) and
for Switzerland, see vAN BaaLEN (2013).
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data collected independently from tax data is frequently available. Rusin (2011)
points out that indirect tax liability depends less on individual circumstances.
The literature indicates that VAT non-compliance is not negligible, although
tax non-compliance might not be the only cause for VAT gaps, as outlined in
Reckon LLP (2009). The estimated VAT gap accounts for 33 percent of the tax
gap in the UK for 2011-12 (HMRC, 2013a) and for about 14 percent of the total
Danish net tax gap for the tax year 2008 (SKAT, 2013). A report with VAT gap
estimates for 26 European Union countries for 2011 shows significant differences
between the countries: from 2 percent of VAT total theoretical liability (VTTL)
in Sweden to 48 percent of VITL in Romania. The neighbouring countries of
Switzerland have VAT gaps expressed in percentage of VI'TL of 12 and 13 per-
cent in Germany and Austria, 19 percent in France, and 27 percent in Italy (CPB
NETHERLANDS BUREAU FOR Economic PoLicy ANaLysis, 2013). These figures
are considerably higher than the VAT gap estimates for Switzerland (see Table 8).

6.2.3 Corporate Tax

Analysing and measuring corporate tax non-compliance is even more difficult
than for other tax types as the distinction between tax non-compliance (illegal
activity) and tax avoidance (legal activity) is often not straightforward. This leads
to high uncertainty in estimating the corporate tax gap. The Swedish Tax Agency
concludes that the greatest uncertainty in estimating the tax gap is with regard to
international connections or large companies, since such companies often operate
in grey areas (SweDISH NaTIONAL Tax AGENCY, 2008). Reviewing existing stud-
ies, it is important to note that some, for example HMRC (2013a), also include
tax avoidance in their tax gap estimate. It seems reasonable that the amount of
evaded, as opposed to avoided, corporate taxes is rather low, especially in large
and public companies, due to external control mechanisms and the fact that the
detection risk increases with the number of people involved. The methods most
suitable for measuring corporate tax non-compliance are, as for income tax, the
NA discrepancy methods and taxpayer audits, despite all the caveats mentioned
in Sections 4.1.1, 4.2.1 and 6.2.1.

6.2.4 Asset Tax

Non-declared assets are a concern for tax authorities for two reasons: they lose
tax revenues both from taxation of the assets themselves and from the yield of
these non-declared assets. With the introduction of withholding tax, the negative
effects of not declaring asset income was heavily reduced, whereas the adverse
effects of non-declared assets and the related reduction of tax revenues remain.
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However, the interest in measuring asset tax non-compliance might further
decrease as the transparency regarding asset wealth increases in line with more
intensive international cooperation and data exchange.

In Switzerland, the majority of all tax non-compliance estimates are related
to non-declared assets (see Table 6). But these estimates should be verified with
other methods, as the newer estimates are almost entirely based on non-reclaimed
withholding tax. A comparison with asset non-compliance estimates from other
countries or deriving the importance of non-declared assets for total tax non-
compliance based on international literature is rather difficult as, according to
GeMMELL and HasseLDINE (2012), literature on the tax gap of property taxes
is generally scarce. Reasons for this might be that property taxes are not a major
tax source in most OECD countries, if assets are taxed at all, and in any case,
immovable property is rather difficult to hide.*® Further, asset income is not
always straightforward to measure and to report for the taxpayers themselves.
This increases the unintentional error rate and decreases the explanatory power
of tax gap estimates. The Danish tax authorities (SKAT, 2009a) identify by far
the highest error proportion in individual tax returns in the section other income
[from capital.

7. Conclusion

There is no single best method to measure overall tax non-compliance in Swit-
zerland comprehensively. An appropriate method depends on various factors
such as the required level of detail of the analysis, the available resources and
data or tax type in focus. Further, as any method has its practical or method-
ological deficiencies, any tax non-compliance estimate must be interpreted with
caution and seen as a rough approximation. Multiple methods and data sources
should be used. This allows capturing as much tax non-compliance as possible,
but also to cross-check and verify the consistency of any estimate. An example
of this approach are the tax gap estimates of many tax authorities: even though

46 Property taxes accounted for only 5.4 percent of total taxation on OECD average in 2011,
with a minimum of 1 percent in Estonia and a maximum of 12.4 percent in the US (OECD,
2013, pp.27/115). In Switzerland, withholding tax accounts for 5 percent and asset taxes on
natural persons for 4 percent of the fiscal revenue in the tax year 2011 (own calculation based
on EipGENOssiscHE FINANZVERWALTUNG EFV, 2013, pp. 36/46/57).

47 For example in Denmark (see SKAT, 2009a; 2009b), the UK (see HMRC, 2013a; 2013b) or
the US (see BLack et al., 2012).
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a strong focus on random audit programs can be identified, these tax gap esti-
mates are based on several measurement methods.

In Switzerland, the existing tax non-compliance figures could be taken as a
starting point, but should be challenged and supplemented by further research
and estimates. Especially because the available estimates focus strongly on non-
declared assets and the variety of methods and data used is limited. The newer
estimates of non-declared assets are almost entirely based on non-reclaimed
withholding tax and those estimating non-declared income are based on the NA
macro discrepancy method. Nevertheless, estimates since the 1970s vary widely
between CHF 106 and CHF 510 billion in actual (2010) prices for non-declared
assets and between 12.6 percent and 35.1 percent for non-declared income,
depending on the year. A point estimate cannot be expected in the future,
but the wide range of the estimated figures should be narrowed. The focus
should shift from estimating non-declared assets to estimating non-declared
income. Preferably, non-compliance in the declaration of wages and pensions
and on self-employed income should be analysed, because wage earnings and
pensions contribute significantly to the tax revenue and in the literature, self-
employed income is seen as prone to non-compliance. Verifying top-down esti-
mates of income non-compliance, if applicable based on the NA macro discrep-
ancy method, with bottom-up estimates, preferably from taxpayer audits, seems
promising. These estimates could be supported by the micro discrepancy and
PissarIDES and WEBER (1989) methods, especially if an individual comparison
of the income according to household budget survey and tax data is possible at
household level. The VAT gap also seems relevant for the whole tax gap, but
newer estimates already exist.

In our opinion, if it is possible at all, a comprehensive measurement of total
tax non-compliance can only be done by the tax authorities due to the resources
needed and data and information required. Single aspects or components of tax
non-compliance can also be analysed by others. Whether the cost-benefit ratio
of analysing tax non-compliance in depth is given in Switzerland should be dis-
cussed on a political level. Especially as some methods, for example the promis-
ing random audits, are costly, resource intensive and place a significant burden
on the selected and audited taxpayers.

A promising approach is to address tax non-compliance by the three para-
digms derived by ALm (2012): the enforcement, service and trust paradigms.
Under the first paradigm, tax non-compliance is fought with audits and penal-
ties. The second aims to increase compliance by an improved service level on the
part of the tax authorities, treating the taxpayer less as a potential criminal, and
more as a client. The third paradigm addresses the link between tax compliance
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and tax culture: tax compliance increases if taxpayers are, for example, more

aware that government services are paid with their taxes. In our view, measuring

the tax gap just to know its size is of limited use. However, increasing empirical

evidence would support addressing tax non-compliance on all three paradigm
levels. Therefore, the goal of analysing the tax gap should be to obtain a better

understanding of its structure and of the motives of the taxpayer to non-comply,

enabling the implementation of efficient measures against tax non-compliance.

Appendix

Table 10: Summary of Tax Gap Estimate Methodologies in the United Kingdom

tax

component

main components of methodology'

Income Tax,

National Insurance
Contributions (NIC),
Capital Gains Tax

Corporation Tax

Pay-as-you-carn (PAYE): small-
medium enterprises (SMEs)

Bottom-up estimate based on random
audit results.

PAYE: large taxpayers

Constructed estimate based on the
results for the SMEs.

Self-assessment: individuals and
businesses

Bottom-up estimate based on random
audit results.

Self-assessment: large partnership

Constructed estimate bases on error
levels comparable to results for the
SMEs.

Nondeclaration of income by
individuals not in self-assessment

Bottom-up estimate based on cross-
matching PAYE data with third party

“Moonlighters” information. Estimate based on study

“Ghosts” results. Estimate based on labor force
survey and immigration data.

Avoidance Estimate constructed using avoidance

Large business services (LBS)
clients

schemes being tracked in the “risk
register.”

Constructed estimate based on data
on Tax under Consideration (TuC)
data from the LBS case management
system.

Large and complex businesses

Constructed estimate based on the
results for the LBS clients.

Small-medium enterprises

Bottom-up estimate based on
random-audit results.
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. 1
tax component main components of methodology

VAT Top down estimate based on
consumption statistics. (A bottom-up
estimate is also performed in order
to determine the composition of the

gap)-
Excises Alcoholic beverages, Tobacco Top-down estimate based on
consumption statistics.

Petroleum fuels Top-down estimate based on travel
distance statistics and fleet characteris-
tics, and “cross-border shopping.”

Notes: 'There are other components to the total estimate for some of these items, such as the addi-
tion of the value of nonpayment; this table only summarizes the main estimation methodology
component.

Source: IMF (2013, p. 10/Table 1).

Figure 5: Swiss Tax Revenue Breakdown in 2011 by Tax Type and State Level

70%

60% N

M cotal [Jfederal M cantonal [ municipal

50%

40%

30%-

20%

10%-

o nll

T T T T
income taxes on asset taxes on corporate withholding value others
natural persons natural persons  income tax tax added tax

Source: Own calculation and illustration based on EIpGENGssiscHE FINANZVERWALTUNG EFV
(2013, pp.36/46/57).

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



166 FELIX SCHMUTZ

References

AHV/IV (2014), ,Beitrige der Selbstindigerwerbenden an die AHV, die IV und
die EO®, Bulletin [Merkblatt] 2.02, Version January 2014, published by the
Information Centre [Informationsstelle] AHV/IV in Cooperation with the
Federal Office for Social Security [Bundesamt fiir Sozialversicherungen].

ALLINGHAM, MICHAEL G. and AGNAR SANDMO (1972), “Income Tax Evasion: A
Theoretical Analysis”, Journal of Public Economics, 1, pp.323-338.

Avrm, JaMEs (2012), “Measuring, Explaining, and Controlling Tax Evasion: Les-
sons from Theory, Experiments, and Field Studies”, International Tax Public
Finance, 19(1), pp. 54-77.

Arm, James, Roy BanL, and MaTTHEW N. MURRAY (1991), “Tax Base Ero-
sion in Developing Countries”, Economic Development and Cultural Change,
39(4), pp. 849-872.

Arm, JamEs and Juan L. Gomez (2008), “Social Capital and Tax Morale in
Spain”, Economic Analysis and Policy, 38(1), pp.73-87.

ALM, JaMmEs and SarRaH JacoBsoN (2007), “Using Laboratory Experiments in
Public Economics”, National Tax Journal, 60(1), pp. 129-152.

ALM, JaMES and BENNO TORGLER (2006), “Culture Differences and Tax Morale
in the United States and in Europe”, Journal of Economic Psychology, 27,
pp- 224-246.

ANDREONT, JAMES, BR1AN ERARD, and JoNATHAN FEINSTEIN (1998), “Tax Com-
pliance”, Journal of Economic Literature, 36(2), pp. 818—860.

BaLDINI, Massimo, PaoLo Bosi, and Mi1cHELE Larra (2009), “Tax Evasion and
Misreporting in Income Tax Returns and Household Income Surveys”, Polit-
ica economica — Journal of Economic Policy, 25(3), pp. 333—348.

BeNEDEK, DORA and Orsorya LELkEs (2011), “The Distributional Implications
of Income Under-Reporting in Hungary”, Fiscal Studies, 32(4), pp. 539-560.

Brack, THEODORE, KiMm BLoomQuisT, EDWARD EMBLOM, ANDREW JOHNS,
AraN PLumLEY, and EsmMERALDA STUK (2012), “Federal Tax Compliance
Research: Tax Year 2006 Tax Gap Estimation”, Analysis & Statistics Work-
ing Paper, IRS Research.

Broomquist, Kim M. (2006), “A Comparison of Agent-Based Models of Income
Tax Evasion”, Social Science Computer Review, 24(4), pp. 411-425.

Broomquist, Kim M. (2011), “Tax Compliance as an Evolutionary Coordination
Game: An Agent-Based Approach”, Public Finance Review, 39(1), pp. 25—49.

BorLiNGER, CHRISTOPHER R. (1998), “Measurement Error in the Current Pop-
ulation Survey: A Nonparametric Look”, Journal of Labor Economics, 16(3),
pp- 576-5%4.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



Tax Non-Compliance Estimates and Measurement Methods for Switzerland 167

Bounp, Joun and ALan B. KrRueGer (1991), “The Extent of Measurement Error
in Longitudinal Earnings Data: Do Two Wrongs Make a Right?”, Journal of
Labor Economics, 9(1), pp. 1-24.

BreuscH, TREVOR (2005), “Estimating the Underground Economy Using
MIMIC Models”, Working Paper, Version November 2005, The Australian
National University, http://econwpa.repec.org/eps/em/papers/0507/0507003.
pdf.

BrownN, Bos and DrREw Jouns (2007), “National Research Program — Methods
and Plans”, The IRS Research Bulletin, Proceedings of the 2007 IRS Research
Conference, pp. 125-143.

BueHN, ANDREAS and FRIEDRICH SCHNEIDER (2007), “Shadow Economies and
Corruption all over the World: Revised Estimates for 120 Countries”, Eco-
nomics: The Open-Access, Open-Assessment E-Journal, 1 (2007-9) (Version 2),
pp. 1-53.

BuenN, ANDREAS and FRIEDRICH SCHNEIDER (2012), “Size and Development
of Tax Evasion in 38 OECD Countries: What Do We (Not) Know?”, CESifo
Working Paper No.4004, CESifo Group Munich.

BunpEsamT FUR STATISTIK BES (2013), ,Haushaltsbudgeterhebung 2011: Kom-
mentierte Ergebnisse und Tabellen, BES Aktuell, http://www.bfs.admin.ch/
bfs/portal/de/index/themen/20/22/publ.html?publication]D=5261.

BunbpEesrart (1962), ,Bericht des Bundesrates an die Bundesversammlung zur
Motion Eggenberger betreffend wirksamere Bekdmpfung der Steuerdefrau-
dation (vom 25. Mai 1962)“, Bundesblatt, 114(23), pp. 1057-1117.

Bunpesrat (1974), ,Kleine Anfrage Eggenberger vom 27. November 1973
(Nr.516): Steuerdefraudation®, Amtliches Bulletin der Bundesversammlung,
1, pp. 17-18.

BuNDEsraT (1983), ,Bericht tiber Massnahmen zur Bekdmpfung der Steuerhin-
terziehung (Postulat des Nationalrates 81.541 vom 19. Mirz 1982)%, Bundes-
blart, 136(1), pp. 121-140.

Cagan, PaiLLIp (1958), “The Demand for Currency Relative to the Total Money
Supply”, Journal of Political Economy, 66(4), pp.303-328.

CeBuLA, RicHARD J. (2013), “New and Current Evidence on Determinants of
Aggregate Federal Personal Income Tax Evasion in the United States”, Ameri-
can Journal of Economics and Sociology, 72(3), pp.701-731.

CHAN, CHRr1is W., CoLEEN. S. TRouTMAN, and Davip O’Bryan (2000), “An
Expanded Model of Taxpayer Compliance: Empirical Evidence from the
United States and Hong Kong”, Journal of International Accounting, Audit-
ing and Taxation, 9(2), pp. 83-103.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



168 FELIX SCHMUTZ

CHrisTiAN, CHARLES W. (1994), “Voluntary Compliance with the Individual
Income Tax: Results from the 1988 TCMP Study”, The IRS Research Bulle-
tin, 1993/1994, pp.35-42.

Comnn, Gustav (1884), ,Die Steuerreform im Kanton Ziirich und der Bunde-
shaushalc der Schweiz®, FinanzArchiv / Public Finance Analysis, 1(1), pp.45-133.

CoweLL, FrRaNk. A. (1990), Cheating the Government: The Economics of Evasion,
Cambridge: The MIT Press.

CoweLL, Frank. A. and James. P. F. Gorpon (1988), “Unwillingness to Pay:
Tax Evasion and Public Good Provision, Journal of Public Economics, 36(3),
pp.305-321.

CPB Netherlands Bureau for Economic Policy Analysis (2013), “Study to Quan-
tify and Analyse the VAT Gap in the EU-27 Member States”, Final Report
to the European Commission (DG TAXUD), Project leader: CASE — Center
for Social and Economic Research, Consortium leader: CPB Netherlands
Bureau for Economic Policy Analysis, http://ec.curopa.cu/taxation_customs/
resources/documents/common/publications/studies/vat-gap.pdf.

D’Avess1o, GiovanNI and Ivan Faierra (2002), “Non-Response Behaviour in
the Bank of Italy’s Survey of Household Income and Wealth”, Temi di dis-
cussione del Servizio Studi No. 462, Banca d’Italia.

D’AuRri1zio, LEANDRO, IVAN FaIELLA, STEFANO IEZZ1, and ANDREA NERI (2008),
“The Under-Reporting of Households™ Financial Assets in Italy”, /FC Bul-
letin, 28, pp.415—420.

DELr’aNNO, RoBERTO and FRIEDRICH SCHNEIDER (2006), “Estimating the
Underground Economy by Using MIMIC Models: A Response to T. Breusch’s
Critique”, Working Paper No 0607, Department of Economics, Johannes
Kepler University of Linz.

Duawmr, SanjiT and ALt at-Nowartsr (2007), “Why Do People Pay Taxes? Pros-
pect Theory Versus Expected Utility Theory”, Journal of Economic Behavior
& Organization, 64(1), pp. 171-192.

E1DGENOSSISCHE FINANZVERWALTUNG EFV (2013), , Finanzstatistik der Schweiz
2011: Jahresbericht®, heep://www.efv.admin.ch/d/downloads/finanzstatistik/
Berichterstattung/2013/Jahresberichc_Finanzstatistik_2011-d.pdf.

EIDGENOSSISCHE STEUERVERWALTUNG ESTV (1944), , Uber das Ausmass der
Steuerhinterziehung bei Wertschriften und Sparguthaben: Untersuchung
auf Grund der Wehropferstatistik, Swiss Journal of Economics and Statistics,
80(1), pp. 183-188.

EIDGENOSSISCHE STEUERVERWALTUNG ESTV (2010), ,,Daten aus der Geschichte
der Bundessteuern®, published by the Swiss Tax Conference [Schweiz.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



Tax Non-Compliance Estimates and Measurement Methods for Switzerland 169

Steuerkonferenz SSK], Version September 2010, hetp://www.ub.unibas.ch/
digi/al25/sachdok/2012/BAU_1_57630061.pdf.

EIDGENOSSISCHE STEUERVERWALTUNG ESTV (2013), ,Die Besteuerung von
Obligationen und weiteren Finanzinstrumenten®, published by the Swiss Tax
Conference [Schweiz. Steuerkonferenz SSK], Version August 2013, heeps://
www.estv.admin.ch/estv/de/home/allgemein/dokumentation/publikationen/
weitere-publikationen/dossier-steuerinformationen.html.

EIDGENOSSISCHE STEUERVERWALTUNG ESTV (2014a), ,Die geltenden Steuern
von Bund, Kantonen und Gemeinden®, published by the Swiss Tax Confer-
ence [Schweiz. Steuerkonferenz SSK], Version May 2014, hetps://www.estv.
admin.ch/estv/de/home/allgemein/dokumentation/publikationen/weitere-
publikationen/dossier-steuerinformationen.html.

EIDGENOSSISCHE STEUERVERWALTUNG ESTV (2014b), , Fiskaleinnahmen des
Bundes 2013, https://www.estv.admin.ch/estv/de/home/allgemein/doku-
mentation/zahlen-und-fakten/steuerstatistiken/fiskaleinnahmen-des-bundes/
fiskaleinnahmen-des-bundes-2013.html.

Evrrers, HENK, RusseL H. WEIGEL, and Dick J. HessinG (1987), “The Conse-
quences of Different Strategies for Measuring Tax Evasion Behavior”, Journal
of Economic Psychology, 8(3), pp.311-337.

ERARD, BRiaN and JoNATHAN S. FEINSTEIN (1994), ,, The Role of Moral Senti-
ments and Audit Perceptions in Tax Compliance”, Public Finance, 49(Sup-
plement), pp.70—89.

ERrnNst, URs (1983), Die Wohlstandsverteilung in der Schweiz: Stand und Entwick-
lung der personellen Einkommens- und Vermagensverteilung, Diessenhofen:
Riiegger.

FE1Ge, EpGaRr L. (1979), “How Big Is the Irregular Economy?”, Challenge, 22(5),
pp.5—-13.

FELD, LaRs P. and Bruno S. FrEy (2004), “Illegal, Immoral, Fattening or What?:
How Deterrence and Responsive Regulation Shape Tax Morale”, Volk-
swirtschaftliche Beitrige, 26/2004, Fachbereich Wirtschaftswissenschaften,
Philipps-Universitit Marburg,

FeLD, Lars P. and Bruno S. Frey (2006), “Tax Evasion in Switzerland: The
Roles of Deterrence and Tax Morale”, Working Paper No. 284, Institute for
Empirical Research in Economics, University of Zurich.

FeLD, LARs P. and FrIEDRICH SCHNEIDER (2010), “Survey on the Shadow Econ-
omy and Undeclared Earnings in OECD Countries”, German Economic
Review, 11(2), pp. 109-149.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



170 FeLix ScaMUTZ

FeLpman, Naowmr E. and Joer SLEmMroD (2007), “Estimating Tax Noncompli-
ance with Evidence from Unaudited Tax Returns”, The Economic Journal,
117(518), pp. 327-352.

Fiorio, Carro V. and FrRanceEcso D’AMuRrI (2005), “Workers Tax Evasion in
Iealy”, Giornale degli Economisti e Annali di Economia, 64(2/3), pp.247-270.

ForTiN, BERNARD, GUY LAcROIX, and MARIE-CLAIRE VILLEVAL (2007), “Tax
Evasion and Social Interactions”, Journal of Public Economics, 91(11/12),
pp.2089-2112.

FrEY, BRUNO S. and Lars P. FELD (2002), “Deterrence and Morale in Taxation:
An Empirical Analysis”, CESifo Working Paper No. 760, CESifo Group
Munich.

Frey, Bruno S. and HANNELORE WECK (1983), “Estimating the Shadow Econ-
omy: A ‘Naive’ Approach”, Oxford Economic Papers, New Series, 35(1),
pp. 23—44.

FrEY, BRuNO S. and HANNELORE WECK-HANNEMANN (1984), “The Hidden
Economy as an ‘Unobserved’ Variable”, European Economic Review, 26(1/2),
pp-33-53.

FRIEDLAND, NEHEMIAH, SHLOMO MAITAL, and ARYEH RUTENBERG (1978), “A
Simulation Study of Income Tax Evasion”, Journal of Public Economics, 10(1),
pp. 107-116.

Fu, CaunLING (2008), “Three Essays on Income and Wealth”, Dissertation,
Simon Fraser University, Burnaby, Canada.

Fuest, CLEMENS and NADINE RiEDEL (2009), “Tax Evasion, Tax Avoidance
and Tax Expenditures in Developing Countries: A Review of the Literature”,
Report prepared for the UK Department for International Development
(DFID), Oxford University Centre for Business Taxation, htep://r4d.dfid.gov.
uk/PDF/Outputs/EcoDev/60670_TaxEvasionReportDFIDFINAL1906.pdf.

GeMMELL, NORMAN and JouN HasseLpINE (2012), “The Tax Gap: A Method-
ological Review”, Working Paper 09/2012 in Public Finance, Victoria Busi-
ness School, Victoria University of Wellington.

GUTMANN, PETER M. (1977), “The Subterranean Economy”, Financial Analysts
Journal, 33(6), pp.26-27+34.

HasHiMzADE, N1GaR, GARETH D. MyLEs, FRANK PAGE, and MatTHEW D.
RABLEN (2015), “The Use of Agent-Based Modelling to Investigate Tax Com-
pliance”, Economics of Governance, 16(2), pp. 143-164.

HasHiMzADE N1GaR, GARETH D. MyLEs, and Bina TRaN-Nam (2010), “New
Approaches to the Economics of Tax Evasion”, Working Paper, http://people.
exeter.ac.uk/gdmyles/papers/pdfs/Non-euEva.pdf.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



Tax Non-Compliance Estimates and Measurement Methods for Switzerland 171

HormaNN, Eva, ErRik HoeLzr, and Erica KircHLER (2008), , Preconditions
of Voluntary Tax Compliance: Knowledge and Evaluation of Taxation,
Norms, Fairness, and Motivation to Cooperate”, Journal of Psychology, 216(4),
pp-209-217.

HowaLp, Steran (2011), ,Eine ressentimentgeladene Einstellung provozieren:
Kurze Geschichte tiber Versuche, die einheimische Steuerhinterzichung in der
Schweiz zu berechnen®, in Richtig Steuern: Wie mit Steuern jihrlich 25 Mil-
liarden an die Bevilkerung riickverteilt werden kinnen, Hans Baumann and
Beat Ringger, eds., pp. 160-172, Ziirich: edition 8.

HRMC — HM ReveNuUE & Customs (2013a), “Measuring Tax Gaps 2013 Edi-
tion: Tax Gap Estimates for 2011-12”, https://www.gov.uk/government/
statistics/measuring-tax-gaps.

HRMC - HM REevENUE & CusToms (2013b), “Methodological Annex for Mea-
suring Tax Gaps 20137, https://www.gov.uk/government/statistics/measur-
ing-tax-gaps.

IMF — INTERNATIONAL MONETARY FUND (2013), “United Kingdom: Techni-
cal Assistance Report-Assessment of HMRC’s Tax Gap Analysis”, by Juan
Toro, Kentaro Ogata, Eric Hutton, and Selcuk Caner, IMF Country Report
No. 13/314, Fiscal Affairs Department.

Iver, GovinD S., PuiLip M. J. ReEckers, and DEBrA L. SANDERs (2010),
“Increasing Tax Compliance in Washington State: A Field Experiment”,
National Tax Journal, 63(1), pp.7-32.

KaPTEYN, ARIE and JELMER Y. YPMA (2007), “Measurement Error and Misclassi-
fication: A Comparison of Survey and Administrative Data”, Journal of Labor
Economics, 25(3), pp. 513-551.

KasipiLrar JEYAPALAN, NORHANI ARIPIN, and Noor A. AMRAN (2003), , The
Influence of Education on Tax Avoidance and Tax Evasion”, efournal of Tax
Research, 1(2), pp. 134-146.

KASTLUNGER, BARBARA, STEFAN G. DRESSLER, ErRicH KIRCHLER, Luict MiT-
TONE, and MARTIN VORACEK (2010), ,,Sex Differences in Tax Compliance:
Differentiating between Demographic Sex, Gender-Role Orientation, and
Prenatal Masculinization (2D:4D)”, Journal of Economic Psychology, 31(4),
pp- 542-552.

KaurMANN, DANIEL and ALEKSANDER KALIBERDA (1996), “Integrating the
Unofficial Economy into the Dynamics of Post-Socialist Economies: A
Framework of Analysis and Evidence”, Policy Research Working Paper 1691,
The World Bank.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



172 FeLix ScumuTtz

Kazemier, BrucT (1990), “Concealed Interest Income of Households in the
Netherlands: 1977, 1979 and 1981”7, National Accounts Occasional Papers
No. 039, Netherlands Central Bureau of Statistics.

KiRCcHGASSNER, GEBHARD (2007), ,,Direkte Demokratie, Steuermoral und Steue-
thinterzichung: Erfahrungen aus der Schweiz®, Perspektiven der Wirtschafts-
politik, 8(1), pp.38—64.

KircHLER, ErRICH, STEPHAN MUEHLBACHER, BARBARA KASTLUNGER, and
INGRID WAHL (2007), ,Why Pay Taxes? A Review of tax Compliance Deci-
sions”, Working Paper 07-30, Andrew Young School of Policy Studies, Geor-
gia State University.

Kreven, HENRIK J., MARTIN B. KnUDsEN, Craus T. KREINER, SOREN PED-
ERSEN, and EMMANUEL Saez (2011), “Unwilling or Unable to Cheat? Evi-
dence from a Tax Audit Experiment in Denmark”, Econometrica, 79(3),
pp. 651-692.

Konrap Kar A. and Sarmar Qari (2009), ,The Last Refuge of a Scoundrel?
Patriotism and Tax Compliance”, IZA Discussion Paper No. 4121, Institute
for the Study of Labor.

Lackd MARria (1998), “The Hidden Economies of Visegrdd Countries in Interna-
tional Comparison: A Household Electricity Approach”, in Hungary: Towards
a Market Economy, Ldszlé Halpern and Charles Wyplosz, eds., pp. 128-152,
Cambridge: Cambridge University Press.

LANDRATHE KaNTON GLARUS (1889), Memorial fiir die ordentliche Landsge-
meinde des Kantons Glarus vom Jahr 1889. Vom Landrathe berathen in den
Sitzungen vom 22. August, 26. September und 14. November 1888 und 9., 29.
und 30. Januar, 5., 6., 13. und 27. Februar und 5. Mirz 1889, Schwanden:
Buchdruckerei von D. Fschudn=Vebin.

Larpr, PETER (1970), Empirische Untersuchung zur personellen Einkommensver-
teilung in der Schweiz, Dissertation, Universitdt Basel, Riechen: A. Schudel
& Co. AG.

LevitT, STEVEN D. and Joun A. List (2007), “What do Laboratory Experiments
Measuring Social Preferences Reveal about the Real World?, Journal of Eco-
nomic Perspectives, 21(2), pp. 153—174.

LyssioTou, PaANAY1OTA, PANOS PASHARDES, and THANASIS STENGOS (2004),
“Estimates of the Black Economy Based on Consumer Demand Approaches”,
The Economic Journal, 114(497), pp. 622-640.

MaTsacaNis, Manos, DOrRA BENEDEK, MaR1A FLEvoTOMOU, ORSOLYA LELKES,
DaNIELA MANTOVANI, and Syrwia NiENaDowskA (2010), “Distributional

Implications of Income Tax Evasion in Greece, Hungary and Italy”, Munich
Personal RePEc Archive (MPRA) Paper No. 21465, Munich University Library.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



Tax Non-Compliance Estimates and Measurement Methods for Switzerland 173

MaTtsacanis, Manos and Maria FLevoromou (2010), “Distributional Implica-
tions of Tax Evasion in Greece”, Hellenic Observatory Papers on Greece and
Southeast Europe GreeSE No. 31, The Hellenic Observatory, The London
School of Economics and Political Science.

MEIER, ALFRED (1984), ,,Die Bekimpfung der Steuerhinterzichung in der Sch-
weiz. Georg Schanz’ ,Die Steuern der Schweiz® und die Gegenwart®, Finan-
zArchiv / Public Finance Analysis, 42(3), pp. 490-508.

MooRrg, Jerrrey C., Linpa L. StinsoN, and Epwarp J. WeLN1AK (2000),
“Income Measurement Error in Surveys: A Review”, Journal of Official Sta-
tistics, 16(4), pp. 331-361.

Munz, Hans (1944), Steuerhinterziehung — ein Massenphinomen in der Schweiz,
Erweiterter Sonderabdruck aus der ,Tat, Band 33, Ziirich: Landesring der
Unabhingigen.

Myires, GARETH D. and RoBIN A. NaYLOR (1996), “A Model of Tax Evasion
with Group Conformity and Social Customs”, Eurapean Journal of Political
Economy, 12(1), pp.49-66.

Norh, ALBERT (1975), Die personelle Einkommensverteilung in der Schweiz 1949
bis 1968, Dissertation, Universitit Freiburg, Freiburg.

OECD - ORGANISATION FOR Economic CO-OPERATION AND DEVELOPMENT
(2002), Measuring the Non-Observed Economy: A Handbook, Paris.

OECD - OrGaNisaTiON FOR EcoNnomic CO-OPERATION AND DEVELOPMENT
(2004), “Compliance Risk Management: Use of Random Audit Programs”,
Information Note, Forum on Tax Administration Compliance Sub-Group,
Centre for Tax Policy and Administration, http://www.oecd.org/ctp/admin-
istration/33818547.pdf.

OECD - OrGaNisaTioN FOR EcoNnomMic CO-OPERATION AND DEVELOPMENT
(2008), “Monitoring Taxpayers’ Compliance: A Practical Guide Based on
Revenue Body Experience”, Final Report, Forum on Tax Administration
Compliance Sub-Group, Centre for Tax Policy and Administration, http://
www.oecd.org/tax/administration/40947920.pdf.

OECD - OrGanNisaTioN FOR EcoNnomic CoO-OPERATION AND DEVELOPMENT
(2013), Revenue Statistics 1965—2012, OECD Publishing.

OFFICE FEDERAL DE LA STATISTIQUE OFS (2013), «Inventaires des méthodes d’es-
timation du PIB suisse», Version March 2013, http://www.bfs.admin.ch/bfs/
portal/fr/index/themen/04/02/01/dos/04.html.

Paurus, ALaRr1 (2013), “Tax Evasion and Measurement Error: An Econometric
Analysis of Income Survey Data Linked with Tax Records”, Working Paper,
Version July 2013, University of Essex.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



174 FeLix ScumuTtz

PecHO TRIGUEROS, MIGUEL, FERNANDO PELAEZ LONGINOTTI, and JORGE SAN-
CHEZ VECORENA (2012), “Estimating Tax Noncompliance in Latin America:
2000-2010”, Working Paper No. 3-2012, Tax Studies and Research Director-
ate, Centro Interamericano de Administraciones Tributarias — CIAT.

PeDERSEN S@REN (2003), The Shadow Economy in Germany, Great Britain
and Scandinavia: A Measurement Based on Questionnaire Surveys”, Study
No. 10, Rockwool Foundation.

PickHARDT, MicHAEL and ALoys Prinz (2014), “Behavioral Dynamics of Tax
Evasion — A Survey”, Journal of Economic Psychology, 40, pp. 1-19.

P1ssarRIDES, CHRISTOPHER A. and GuGgLiELMO WEBER (1989), “An Expendi-
ture-Based Estimate of Britain’s Black Economy”, Journal of Public Econom-
ics, 39(1), pp. 17-32.

POMMEREHNE, WERNER W. and HANNELORE WECK-HANNEMANN (1996), “Tax
Rates, Tax Administration and Income Tax Evasion in Switzerland”, Public
Choice, 88(1), pp. 161-170.

Prinz, ALoys (2004), ,,Steuermoral und Religiositit in Ost- und Westdeutsch-
land®, Schmollers Jahrbuch: Zeitschrift fiir Wirtschafts- und Sozialwissenschaften/
Journal of Applied Social Science Studies, 124(4), pp.511-537.

RAND Eurorke (2008), “Comparing How Some Tax Authorities Tackle the
Hidden Economy”, Report prepared for the UK National Audit Office, hep://
www.nao.org.uk/wp-content/uploads/2008/04/0708341_comparing.pdf.

Reckon LLP (2009), “Study to Quantify and Analyse the VAT gap in the EU-25
Member States”, commissioned by the European Commission, Directorate-
General for Taxation and Customs Union, http://ec.europa.cu/taxation_cus-
toms/resources/documents/taxation/tax_cooperation/combating_tax_fraud/
reckon_report_sep2009.pdf.

RusiN, Marcus (2011), “The Practicality of a Top Down Approach to the Direct
Tax Gap”, The IRS Research Bulletin, Recent Research on Tax Administra-
tion and Compliance: Selected Papers Given at the 2011 IRS-TPC Research
Conference: New Perspectives on Tax Administration, pp. 109-127.

SaNDMO, AGNAR (2005), ,The Theory of Tax Evasion: A Retrospective View",
National Tax Journal, 58(4), pp. 643—663.

SCHALTEGGER, CHRISTOPH A. and FRIEDRICH SCHNEIDER (2005), ,,Schatten-
wirtschaft: Ausmass, Griinde und Konsequenz fiir die Finanzpolitik“, Work-
ing Paper/Note, Johannes Kepler Universitit Linz, Eidgendssische Steuerver-
waltung ESTV.

Scuanz, GEorG (1890), Die Steuern der Schweiz in ihrer Entwicklung seit
Beginn des 19. Jahrhunderts, Band 11, Stuttgart: Verlage der J. G. Cotta’schen
Buchhandlung.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



Tax Non-Compliance Estimates and Measurement Methods for Switzerland 175

Scumip, Hans (1973), ,Der Steuerwiderstand als Funktion des Steuersystems?®,
Wirtschaft und Recht: Zeitschrift fiir Wirtschaftspolitik und Wirtschaftsrecht mit
Einschluss des Sozial- und Arbeitsrechtes, 25(4), pp.275-300.

SCHNEIDER, FRIEDRICH (1994), “Determinanten der Steuerhinterzichung und
der Schwarzarbeit im internationalen Vergleich”, in Stand und Entwicklung
der Finanzpsychologie, Christian Smekal und Engelbert Theutl, eds., pp. 247—
288, Baden-Baden: Nomos Verlagsgesellschaft.

ScHNEIDER, FrRIEDRICH (2005), “Shadow Economies around the World:
What Do We Really Know?”, European Journal of Political Economy, 21(3),
pp- 598-642.

SCHNEIDER, FRIEDRICH (2015), “Der Einfluss der Wirtschaftslage auf die Schat-
tenwirtschaft in Deutschland und anderen OECD-Staaten in 2015: Kein
einheitliches Bild”, Research Paper, Version January 2015, Johannes Kepler
Universitat Linz.

SCHNEIDER, FRIEDRICH and ANDREAS BUueHN (2012), “Shadow Economies in
Highly Developed OECD Countries: What Are the Driving Forces?” IZA
Discussion Paper No. 6891, Institute for the Study of Labor.

SCHNEIDER, FRIEDRICH and ANDREAS BUEHN (2013), “Estimating the Size of
the Shadow Economy: Methods, Problems and Open Questions”, CESifo
Working Paper No. 4448, CESifo Group Munich.

SCHNEIDER, FRIEDRICH, ANDREAS BUEHN, and CLaubpio E. MONTENEGRO
(2011), “Shadow Economies All over the World: New Estimates for 162 Coun-
tries from 1999 to 20077, in Handbook on the Shadow Economy, Friedrich
Schneider, eds., pp. 9-77, Cheltenham Glos: Edward Elgar.

ScHNEIDER, FriEDRICH and Dominik H. Exste (2000), “Shadow Econo-
mies: Size, Causes and Consequences”, Journal of Economic Literature, 38(1),
pp.77-114.

SCHNEIDER, FRIEDRICH, BENNO TORGLER, and CHRISTOPH A. SCHALTEGGER
(2008), Schattenwirtschaft und Steuermoral, Kompakewissen Band 6, Ziirich/
Chur: Riegger.

ScHNEIDER, FrIEDRICH and CoLiN C. WiLLiams (2013), The Shadow Economy,
London: The Institute of Economic Affairs.

ScuodcuLl, HansugeLr (2012), ,Auch Schweizer hinterziehen Steuern®, Neue
Ziiricher Zeitung (NZZ), 20 November 2012, http://www.nzz.ch/auch-schwei-
zer-hinterziehen-steuern-1.17825389.

SCHWEIZERISCHE NATIONALKOMMISSION JUSTITIA ET Pax (1981), Die Banke-
ninitiative: Gutachten zur Initiative gegen den Missbrauch des Bankgeheimnisses
und der Bankenmacht, Freiburg: Paulusdruckerei.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



176 FeLix ScamuTz

SKAT — Danisa Tax anp CustoMs ADMINISTRATION (2009a), “Compliance
with Tax Rules by Private Individuals in Denmark: Tax Year 20067, Report,
hetp://www.skat.dk/getFile.aspx?1d=76359.

SKAT — Danist Tax anp CustomMs ADMINISTRATION (2009b), “Compliance
with Tax Rules by Businesses in Denmark: Tax Year 20067, Report, heeps://
www.skat.dk/getFile.aspx?Id=76358.

SKAT — Danisa Tax aND CustoMs ADMINISTRATION (2013), “Random Audits
in Denmark®, presentation by Seren Pedersen at the Nordic workshop on
tax evasion on the 6™ March 2013 in Stockholm, heep://ucts.nek.uu.se/
digital Assets/238/238407_1s--ren-pedersen.pdf.

SKATTEVERKET (2014), “The Development of the Tax Gap in Sweden 2007-12”,
Report, Swedish Tax Agency [Skatteverket], https://www.skatteverket.se/dow
nload/18.15532¢7b1442{256baeac28/1395223863657/ The+development+of+
the+tax+gap+in+Sweden+2007-12.pdf.

SLEMROD, JOEL (2007), “Cheating Ourselves: The Economics of Tax Evasion”,
Journal of Economic Perspectives, 21(1), pp.25—48.

SLEMROD, JOEL, MARSHA BLUMENTHAL, and CHARLES CHRISTIAN (2001),
“Taxpayer Response to an Increased Probability of Audit: Evidence from a
Controlled Experiment in Minnesota”, Journal of Public Economics, 79(3),
pp. 455-483.

SLEMROD, JoteL and CAROLINE WEBER (2012), “Evidence of the Invisible: Toward
a Credibility Revolution in the Empirical Analysis of tax Evasion and the
Informal Economy”, International Tax Public Finance, 19(1), pp. 25-53.

SLEMROD, JoEL and SHLoMO YrrzuAKI (2002), “Tax Avoidance, Evasion, and
Administration”, in Handbook of Public Economics, Alan J. Auerbach and
Martin Feldstein, eds., Volume 3, pp. 1423-1470, North-Holland: Elsevier.

STAATSSEKRETARIAT FUR WIRTSCHAFT SECO (2008), ,Bruttoinlandprodukt,
Bruttonationaleinkommen und verfiigbares Bruttoeinkommen nach Ein-
kommensansatz”, Technical Note [Technische Notiz], Version October 2008,
htep://www.seco.admin.ch/themen/00374/00456/05380/index.html?lang=de.

StranM, Ruborr H. (1978), Bildungsdossier Banken: Materialien zum Finanz-
platz Schweiz und zur Banken-Initiative der SPS, Bern: Zentralsekretariat der
SP Schweiz.

SwEeDISH NATIONAL Tax AGENCY (2008), “Tax Gap Map for Sweden: How Was It
Created and How Can It Be Used?”, Report 2008:1B, hetp://www.skatteverket.
se/download/18.71004e4c133e23bf6db8000109879/Report_2008_1B.pdf.

Tanzi, Vito (1980), “The Underground Economy in the United States: Estimates
and Implications”, Banca Nazionale del Lavoro Quarterly Review, 33(135),
pp.427-453.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)



Tax Non-Compliance Estimates and Measurement Methods for Switzerland 177

ToRGLER, BENNO (2003), Zax Morale: Theory and Empirical Analysis of Tax Com-
pliance, Dissertation, Universitdt Basel, Basel.

ToRrGLER, BENNO (2007), Tax Compliance and Tax Morale: A Theoretical and
Empirical Analysis, Cheltenham: Edward Elgar Publishing.

ToORGLER, BENNO and CHRIsTOPH A. SCHALTEGGER (2006), “Tax Morale: A
Survey with a Special Focus on Switzerland”, Swiss Journal of Economics and
Statistics, 142(3), pp. 395—425.

TorGLER, BENNO and NevEN T. VALEV (2010), “Gender and Public Attitudes
toward Corruption and Tax Evasion”, Contemporary Economic Policy, 28(4),
pp. 554-568.

TrAXLER, CHRISTIAN (2010), “Social Norms and Conditional Cooperative Tax-
payers”, European Journal of Political Economy, 26(1), pp. 89-103.

Tsakumis, GEORGE T., ANTHONY P. CuraTOLA, and THOMAS M. Porcano
(2007), “The Relation between National Cultural Dimensions and Tax
Evasion”, Journal of International Accounting, Auditing and Taxation, 16(2),
pp. 131-147.

Van BaarLen, Bricrrte (2013), « Gap-T'VA: Approche multidimensionelle
de la situation en Suisse», Swiss Federal Tax Authority [Administration
fédérale des contributions AFC], http://www.estv.admin.ch/dokumenta-
tion/00075/00805/index.htmI?lang=fr.

WEeck, HANNELORE (1983), Schattenwirtschaft: Eine Moglichkeit zur Einschrin-
kung der dffentlichen Verwaltung? Eine dkonomische Analyse, Frankfurt am
Main: Peter Lang.

WEecK, HANNELORE, WERNER W. POMMEREHNE, and BrRuno S.Frey (1984),
Schattenwirtschaft, Miinchen: Franz Vahlen.

WEeck-HANNEMANN, HANNELORE and Bruno S. FrREY (1985), “Measuring the
Shadow Economy: The Case of Switzerland”, in The Economics of the Shadow
Economy, Wulf Gaertner and Alois Wenig, eds., pp. 76—104, Berlin, Heidel-
berg: Springer-Verlag.

WECK-HANNEMANN, HANNELORE and WERNER W. POMMEREHNE (1989),
,Einkommensteuerhinterzichung in der Schweiz: Eine empirische Analyse®,
Swiss Journal of Economics and Statistics, 125(4), pp. 515-556.

Weck-HANNEMANN, HANNELORE, WERNER W. POMMEREHNE, and BrRuno S.
Frey (1986), Die heimliche Wirtschaft: Struktur und Entwicklung der Schat-
tenwirtschaft in der Schweiz, Bern/Stuttgart: Paul Haupt.

Yan1v, GIDEON (1999), “Tax Compliance and Advance Tax Payments: A Pros-
pect Theory Analysis”, National Tax Journal, 52(4), pp.753-764.

Yrrzuaki, SHLomo (1974), ,,A Note on Income Tax Evasion: A Theoretical Anal-
ysis“, Journal of Public Economics, 3(2), pp.201-202.

Swiss Journal of Economics and Statistics, 2016, Vol. 152 (2)





