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Abstract

Understanding tax non-compliance and the effectiveness of strategies to tackle it is crucial
for a modern tax authority. In this paper we study the indirect benefits of conducting audits,
focusing on how the reported tax liability of audited individuals responds after an audit. We
exploit data from a random audit program covering income tax self-assessment returns in
the UK. We find that audits have a large impact on reported tax liability, between 8 and
17 per cent for those who remain in self-assessment, and this persists for at least 10 years
after the audit. This is the same order of magnitude as the initial audit adjustment across
all taxpayers. Future work will study how much of this affect might be attributable to
differential attrition from self-assessment tax for the audited group.
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