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Introduction
Habitual Nen=Complier

is @ person who has a history of hon-compliance who serially and
deliberately does not comply even after a compliance intervention




Study 1 - HNC Database
Methodology
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Who are they? Habitual Non-Compliers
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Study 1 - HNC Database
Results
n = 640 (720)
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Study 2 - Voice of the HNC
n =18 (27)

TAX BENEFITS v

4 —

Inland Revenue
Te Tari Taake



Four Behavioural Profiles

“No concern being
caught. Same as
speeding, chances
of being caught are

low. Only way to
get caught is if you
are dobbed in.”

Intention to
not
comply

"I don’t know
what to do
about it. You

put your head
in the sand.
It’s out of
control.”
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"I didn’t play by
their rules. I messed
them around -
played the game
better than they
did... I couldn’t
believe what I got
away with!”

Opportunists

Take what they can get

Achievers
Aggressively minimise

Pretenders their tax

Deal with problems by keeping

their heads in the sand “NO one wants to

break the law, but
you want to come
up close to it.”

Low

igh
Sophistication of Hig

non-compliant behaviour




Study 3: HNC Filers & Payers

Business Business Non-Bus. Business
with sales Income Individuals | Individuals
tax/employees Tax only
Fewer tax returns v v v v
Less likely linked to an agent v v v v
In debt v v * v v
Higher debt v X v v
More likely to have a shortfall v Ve X v
penalty
Younger business v Ve N/A N/A
Age under 55 N/A N/A v v
Sales < $250,000 v N/A N/A X
Less likely to employ v N/A N/A v
More likely to be Male N/A N/A v v
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Study 4: Indicators of HNC
Statistical Modelling

1. Core Group

" Study 1 HNC

Staff Knowledge

SHORTFALL

Pl SHORTFALL
PENALTIES

2. ~ Outcome Variable - index
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Total number of audits
Gender (male = 1)

Age strata

Prosecutions

Audit discrepancy total
Shortfall penalties value
Link to liquidated company
Client status not active
Debt write off total

3. Key Indicators
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Current days in debt
Current total debt
Voluntary administration
Beneficiary

Loss returns

Loss amount

Donations

Number of agents
Address changes




Main effects

Tax Types — Agent

Shortfall Penalties

Bankruptcies
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% Reviewed as HNC
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n=30
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n=30
Model Score

n=20

n=10

High 4

Intention to
not
comply

Low
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Model Testing

Opportunists
lake what they can get

56%

Pretenders

Deal with problems by keeping
fheir heads In ihe sand

Low

Sophistication of
non-compliant behaviour




Implications

Significant issue
Recidivism is prevalent

Development of
key measures

v)
%,?%; HNC are identifiable
%2 Benefits of a registry

®
2 Pt . .
Development of R On-going risk assessment
[new interventions ] el Monitoring: passive and
active
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