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NEW YORK TIMES BESTSELLER

“Few books can be said to have changed the world, but Nudge did

0

The Final Edition is marvelous: funny, useful, and wise!
—DANIEL KAHNEMAN

NUDGE

THE FINAL EDITION

RICHARD H. THALER

WINNER OF THE NOBEL PRIZE IN ECONOMICS

and

CASS R. SUNSTEIN

WINNER OF THE HOLBERG

¥ : Richard Thaler&2017:ER&EE2E8E
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Nudges, Boosts, and Sludge: Using New Behavioral
Approaches to Improve Tax Compliance

James Alm "*, Lilith Burgstaller %, Arrita Domi *, Amanda Mirz * and Matthias Kasper *

Dypartomenst of llconomics, Tulsne Universty, New Ovleans, LA A1IA, USA

Walter Eucken Institule, Goethestrabie 10, 79100 Frabueg, Germany. bangstalleseuchende (L0 )
domuencken de (A D & macez@eacken de (A M. ), Gepertienchen de (MK}

Institute for Eoonomios, University of Frefborg, Kompartstr. 10-16, 79088 Frebung, Germany

v Comrespondeoa jalm@tulane odu

Abstract: This paper discusses currerst developments in tax compliance research, with a focus on
three aspects. First, we summarize empirical evidence on the traditional deterrence or enforcement
approach, suggesting that tax audits and fines for noncompliance are critical m taxpayers’ compliance
decsiors. However, recent research indicates that the effects of deternence ane more nuanced than
initially thought, suggesting that other intervertions are needed 1o improve tix compliance. Second
therefore, we discuss rescarch on behavioral approaches to morease tax compliance, starting with
research that analyzes the effects of “mudges”™, or intervenbons that wse bebavioral sconomics to
alter the ways m which the choice architecture facing individuals is communicated 1o them by
the tax adminsstration. As applivd to tax compliance, we conclule that nadges have had mixed
wffocts oo ncrvasang tax compliance, sagpestivg that the specific design and implemantation of these
Infervenbions determine their effoctiveness. Thind, we extend our discussion o other behavional
eoonamscs interventions that have pot yet boen studled widely (o tax compliance resarch. These
include “sfudge”, or institutional features that complicate compliance, and “deosts”, ar initatives
that target individuals’ competencies and thereby help them to make better deasions. Our central
Sk for argument is that all three of these behavioral interventions should be utilized in the design of tax

Economies 2023,
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epgmnnasEaTl.5%

Nine out of ten people in the United Kingdom

remit their tax on time.

FRE/DEIE R EFTAVIB—EEA 4
srannasEEA74.9%

You are currently in the very small minority of

people who have not paid us yet.
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ER 57.21% 58.04%
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22.33%

21.65%
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22.38%
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