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Abstract 

 

Using two field experiments we probe the efficacy of international rules mandating that incorpo-

ration services establish their customers’ true identities. The standards were designed to prevent 

anonymous “shell” corporations central to money laundering, corruption, and many other crimes. 

Posing as consultants seeking confidential incorporation, we randomly assigned six experimental 

conditions in emails varying information about monetary reward, international and domestic law, 

and customer risk to 1,259 incorporation services in 181 countries and 1,405 firms in the United 

States. We find that firms in tax havens obey the rules significantly more often than in OECD 

countries, while services in poor nations sometimes prove more compliant than in rich countries. 

Offers to “pay a premium” induce non-compliance. Risks of corruption and terrorism decrease 

response rates but, alarmingly, also decrease compliance rates. Treatments raising relevant inter-

national and domestic law have no significant effect. 
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In 2002 the government of Kenya invited bids to replace its antiquated passport system.  

A French firm proposed €6 million, but the Kenyan government secretly awarded the contract to 

a British corporation, Anglo-Leasing Finance, which had tendered €30 million.  Upon the ac-

ceptance of its inflated bid, Anglo-Leasing promptly subcontracted the work to its French com-

petitor for €6 million and pocketed the remainder.  A government official leaked word of the 

transaction to the press, which provoked outcry and recriminations in Britain and Kenya.  Inves-

tigation revealed that the contracting firm, Anglo-Leasing, was merely a postal address in Liver-

pool; it was an anonymous “shell” corporation. Despite suspicions that the other €24 million 

were bound for corrupt officials, the investigation effectively stopped because it was impossible 

to determine the corporation’s owners. 

The identities of the perpetrators were hidden notwithstanding international standards 

stipulating that all companies should be able to be traced to the real person in control.  Dubbed 

“Anglo-Fleecing” by the press, this scandal provides merely one of many possible anecdotes un-

derscoring the harm engendered by the lack of financial transparency and the non-compliance 

with international standards of disclosure (Wrong 2009; Kenya National Audit Office 2006). 

More broadly, debates in political economy about the extent to which the international system is 

rule-governed hinge on the causes of compliance and non-compliance. Dead-letter law is of little 

interest to either policy-makers or scholars; compliance is the key. Research on compliance with 

international rules has been hamstrung, however, by selection bias and endogeneity problems 

(Downs, Rocke and Barsoom 1996; von Stein 2005; Simmons 1998, 2010).  

In principle, the best way to advance this research agenda would be to use field experi-

ments (see Levitt and List 2007, 2009; Gerber and Green 2012). But to the extent that experi-

ments have been used in international relations, they are usually laboratory experiments (for 
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excellent exceptions, see Hyde 2007, 2010).  Until now researchers have assumed that it is im-

possible to use experiments to study the causes of compliance with international law. In upend-

ing this conventional wisdom, we present the first randomized field experiment probing 

compliance.  To our knowledge, it is also the first fully global field experiment (for other path-

breaking multi-national experiments, see Levine, Norenzayan, and Philbrick 2001 and Henrich et 

al. 2004).  

Specifically, we assembled a subject pool of 2,664 incorporation services (for-profit 

firms that charge fees to set up companies for clients): 1,259 services in 181 countries for Exper-

iment 1 and 1,405 firms in the United States for Experiment 2. We assigned the firms to treat-

ment and placebo conditions that varied the rewards and risks associated with the potential 

transaction, and that manipulated information about domestic law enforcement and accepted in-

ternational rules.  After receiving IRB clearance, we used aliases, posed as consultants, and ap-

proached the firms via emails requesting confidential incorporation in order to avoid “excessive 

taxes” and limit legal liability.  The study thus uses deception. Where social phenomena cause a 

great deal of harm, as with corruption, money laundering, tax evasion, sanctions busting, and the 

financing of terrorism, and where perpetrators are unlikely to report their behavior truthfully, the 

benefits of learning about their actions outweigh the costs of deception. 

The two experiments evaluate response and compliance rates elicited by randomly as-

signed email treatments compared with a Placebo. The Placebo emails originate from aliases 

purportedly based in innocuous, low-corruption OECD countries. The treatments derive from 

international standards stipulated by the Financial Action Task Force (FATF) – the international 

institution charged with overseeing corporate transparency. Nearly every country has assented to 
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the FATF rules, which require full disclosure of company owners’ identities and mandate that 

corporate service providers employ a “risk-based approach” in scrutinizing potential customers.  

In Experiment 1, the first treatment mentions the FATF standard requiring identifying 

documents. The second treatment employs language about which the FATF explicitly cautions 

incorporation services, offering to “pay a premium to retain confidentiality.” The third treatment 

probes the effects of the FATF’s injunction against corruption – the aliases originate from eight 

relatively indistinguishable countries that all rank high on scales of corruption.  Finally, the 

fourth treatment examines the efficacy of FATF warnings regarding terrorism: the aliases claim 

citizenship in nations associated with terrorism but consult in Saudi Arabia for Islamic charities. 

In Experiment 2, performed only on firms in the United States, we drop the premium condition 

and substitute a fifth condition in which we inform subjects that U.S. law requires identity dis-

closure and that the Internal Revenue Service enforces the requirement.  

In what follows, we situate the research in the relevant literature, provide background on 

shell companies, describe international standards, discuss the ethics of deception, and describe 

the research design. Aside from descriptive statistics, we use difference-in-means tests and mul-

tinominal logit estimates to analyze the findings (with multinomial probit and a selection model 

as robustness checks, which appear in the online appendix). 

The results of the experiments are often counter-intuitive. Incorporation services based in 

tax havens comply with international standards at significantly greater rates than those in OECD 

countries. Also, providers in developing countries are sometimes significantly more compliant 

than in wealthy nations. Disturbingly, approaches from clients posing corruption and terrorism 

risks tended to reduce both response and compliance rates in both experiments. The offer of 

premium payment lowered compliance rates. Identifying the applicable international rules and 
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rule-maker (FATF) had no significant effects on response or compliance rates in either experi-

ment. Similarly, raising the specter of the IRS had no significant effect on U.S. firms.  

Background and Literature 

Provocative stories like “Anglo-Fleecing” prompt inquiry into the causes of adherence to 

international corporate transparency standards to which nearly every country has agreed. Appro-

priately, the general subject of compliance has received prominent scholarly attention (see 

Chayes and Chayes 1993; Downs, et al. 1996; Simmons 2000, 2010; Raustiala and Slaughter 

2002; Von Stein 2005). In their foundational article, Chayes and Chayes (1993, see also Henkin 

1979) conclude that compliance with international standards is the norm. This “managerial 

school” holds that non-compliance generally arises as a result of ignorance, ambiguities in 

agreements and treaties, and administrative shortcomings, as opposed to deliberate attempts to 

defy such standards. If the managerial logic holds, learning about international rules should in-

duce compliance, and deliberate attempts to violate standards should meet with greater enforce-

ment.  Alternatively, rationalists hold that compliance results from concerns about international 

reputation and is reinforced by geographic diffusion, but international law still has constraining 

effects (Simmons 2000).  

Responding to the optimism regarding the efficacy of international law, Downs et al. 

(1996) brought to light the challenges posed by endogeneity and selection problems. Compliance 

with international standards might be high precisely because states agreed to those standards 

where compliance proves easiest (Raustiala and Slaughter 2002; Drezner 2007; Von Stein 2005).  

If this is so, selection effects – and not the inherent constraining power of international law – ex-

plain compliance.  
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Other fields, especially economics, have addressed the problems of selection and en-

dogeneity by employing field experiments using random assignment to treatment and control 

conditions.  Any difference in outcomes between groups can be causally attributed to the inter-

vention, because in expectation randomization balances – and therefore neutralizes – the effects 

of all other observable as well as unobservable factors.  This approach has achieved prominent 

success in behavioral and development economics, where the units of analysis are ordinary indi-

viduals who can be effectively treated as research subjects in experiments (Chattopadhyay and 

Duflo 2004; Banerjee et al. 2007; Levitt and List 2009; Humphreys and Weinstein 2009).  The 

problem in international relations is clear: the objects of inquiry are typically sovereign govern-

ments, which are difficult to manipulate both practically and ethically.  

Yet in many important areas of IR, including financial transparency, governments are not 

the main locus of compliance with international standards.  Instead, important contributors to 

related debates agree that ordinary citizens and firms make the specific decisions that ultimately 

aggregate to a pattern of nationwide compliance or violation (e.g Drezner 2007: 13; Keohane et 

al. 1993: 16). Referencing the compliance literature specifically, Simmons (2010) emphasizes 

the need for scholars to study non-state actors, which can better capture the actual locus of com-

pliance.  

In financial transparency the relevant actors are corporate service providers (CSPs) – for-

profit firms that specialize in setting up businesses for others. International standards require 

CSPs to establish the true identity of individuals seeking incorporation. CSPs meet this require-

ment by obtaining a notarized copy of the picture page of the individual’s passport and proof of 

address, such as an electricity bill.  Yet prior scholarship has suggested that such standards are 

quite variably enforced (Author 2010; World Bank 2011).  Non-compliance with financial trans-
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parency standards enables the formation of shell corporations that cannot be traced to identifiable 

individuals, which in turn facilitates corruption, money laundering, tax evasion, and even terror-

ism (OECD 2001; FATF 2006; Schott 2006; World Bank 2011).   

An inter-governmental institution, the Financial Action Task Force (FATF), both sets and 

monitors enforcement of regulations to counter money laundering and terrorist financing, and 

180 countries have assented to the standards. The FATF has published 40 Recommendations di-

recting countries to avoid harboring unsavory financial activity within their borders (FATF 2012). 

Specifically, the key provision states: “Countries should ensure that there is adequate, accurate 

and timely information on the beneficial ownership and control of legal persons [i.e. companies] 

that can be obtained or accessed in a timely fashion by competent authorities” (FATF 2012). 

The FATF has publicly blacklisted non-compliant jurisdictions and compelled nearly all 

countries to align their domestic laws with the international standards (Drezner 2007: 142-145; 

Author 2011). The FATF also issues prescriptive instructions that firms should follow in order to 

minimize the possibility of enabling financial crime, called the “risk-based-approach.” This en-

joins businesses to be on the lookout for certain customer profiles – including offers to pay a 

premium, origin in corruption-prone countries, work for “charities,” and association with havens 

for terrorism (FATF 2008).  We base three of our experimental interventions on these recom-

mendations.   

These FATF standards were enacted far in advance of member states’ domestic provi-

sions (UN 1998; OECD 2001; FATF 2006; World Bank 2011). So acceding to FATF standards 

was likely not a case of selection bias. In the detailed assessments of each FATF members’ laws 
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only one, Italy, had legislation that met FATF standards on identifying company owners before 

the FATF passed this standard (World Bank 2011).1  

We argue that the best way to test effectiveness of the FATF standards involves minor 

deception. Both experimental guidelines and federal regulations allow exceptions to informed 

consent under certain conditions: (1) the costs are minimal, (2) the subjects are not exposed to 

emotional or physical pain, (3) the research cannot be performed in another way, and (4) the 

benefits are significant (Belmont Report 1979; CFR 46.116(d)).  The present research qualifies 

under each condition.   

We estimate that it took subjects roughly five to ten minutes to respond to our queries, so 

costs were low.  Subjects were clearly responding within the context of their normal day-to-day 

routines and therefore did not face any harm from the study (see Singleton et al. 1985, 452). All 

identifiable information about incorporation service providers has been eliminated to protect sub-

jects’ privacy.  Given the great damage caused by money laundering, corruption, tax evasion, 

sanctions busting, and terrorist financing, the potential benefits of unbiased findings on corporate 

transparency are significant. And the conventional methods of social science, including surveys 

and interviews, will produce biased results because non-compliant actors will almost certainly 

hide their true actions from researchers. We could thus conceive of no other way to achieve un-

biased results without deception. This research builds on important precedents using a similar 

method in economics and political science to learn about discrimination (Bertrand and Mullaina-

than 2004; Butler and Brookman 2011). 

                                                

1 A partial exception to this question of timing relates to tax havens. In 2000 the FATF blacklisted several 
tax havens and other standards violators, especially focusing on the identification of shell company owners. Despite 
complaints of double-standards, every targeted country subsequently changed their laws to meet the FATF’s demand 
(FATF 2007). 
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Research Design 

Subject Pool 

We carried out the experiments on a large pool (N = 2,664) of incorporation services 

worldwide. Experiment 1 targeted 1,259 firms based in 181 countries.  Experiment 2 treated an 

additional 1,405 firms in the United States.  All data collection and correspondence for both ex-

periments took place between January and August 2011.We built a convenience sample of CSPs 

from information available on the Internet using systematic Google searches. Some incorporation 

service providers exist mainly as Internet entities; others are specialized law firms offering in-

corporation as one of several services.  Each service offers to incorporate new businesses within 

a specified set of countries for a fee usually ranging between $500 and $3,000.  We acknowl-

edged that the firms listed online may prove more likely to comply with international standards 

than firms that are “off the radar.” Therefore, the data presented here may actually overstate the 

degree of compliance with global transparency standards. 

 Experiment 1 Block Randomization 

We administered a blocking procedure on the subject pool to improve covariate balance 

across experimental conditions. Subjects are grouped according to values of observable covari-

ates and the randomization then takes place within each blocking stratum. As Gerber and Green 

(2004) emphasize, blocking ensures that the covariates are not collinear with assignment to ex-

perimental conditions. It generates balanced proportions of subjects in each condition for each 

block and thus rules out certain “rogue” randomizations by design, leading “to substantially more 

precise estimates than simple randomization” (Gerber and Green 2012, 114).  

For Experiment 1, we blocked by company type (incorporation service vs. law firm) and 

country group. After creating separate categories for OECD countries and tax havens, we used 
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the World Bank’s Ease of Doing Business Index (2011) to differentiate among developing coun-

tries.  The five country categories were therefore (1) OECD members; (2) tax havens; and devel-

oping countries grouped according to (3) high, (4) medium, and (5) low “friendliness to 

business.”2 Countries in each of the five categories are listed in Online Appendix A. We divided 

these five strata again by whether or not subjects were incorporation services or law firms, leav-

ing 10 strata within which we ultimately made the random assignments to experimental condi-

tions. 

Within each blocking stratum, we randomly assigned a treatment or the Placebo condi-

tion.  We also randomly assigned an alias (and associated country of origin, 20 in total), the text 

of the email (among 33 different possibilities), and the subject line of the email (10 options). See 

Online Appendix A for examples of the experimental conditions.  

Experiment 1 Treatments 

We sent emails from aliases posing as consultants to each of the 1,259 service providers 

in the international subject pool for Experiment 1. All emails request confidential incorpora-

tion.  The main outcome of interest is the degree to which subjects comply with international law 

by demanding certified identity documents.  

Experiment 1 subjects were randomly assigned to one of five conditions: 

                                                

2 In statistical analysis we found that the categories of developing countries were statistically similar across 
all business friendliness levels for nearly all analyzed outcomes, with one minor exception (medium-business-
friendly developing countries were significantly more part-compliant than the low-friendliness group). Given this, 
we pooled the developing-country categories for convenience in reporting the data and ease of interpretation.   
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1. Placebo: Low-Corruption OECD Country 

The email originates from an alias based in “Norstralia,” or one of eight countries (Aus-

tralia, Austria, Denmark, Finland, Netherlands, New Zealand, Norway, and Sweden), 

ranked at the top of the list of nations that are perceived to effectively control corruption. 

 
2. FATF/International Law 

The email references the Financial Action Task Force and its requirements for infor-

mation disclosure. We note here that, for firms with no prior knowledge of these rules, 

this treatment acts to inform them and thus presents a direct test of the effects of 

knowledge of the law on compliance.  Our interviews and a comprehensive survey we 

conducted of more than 300 CSPs suggest that knowledge of FATF standards is widely 

lacking (more than 70 percent had not been briefed on the standards), so this direct effect 

should be common.  For firms with prior knowledge of the standards, the treatment acts 

to “prime” them by calling to mind the standards.  Both mechanisms are consistent with 

the managerial logic, but only the first presents a direct test of managerialism.  

 
3. Premium 

The email offers to pay a premium for confidential incorporation. The condition thus 

probes the effectiveness of the FATF’s injunction to companies that they screen custom-

ers who offer “to pay extraordinary fees for services which would not ordinarily warrant 

such a premium” (FATF 2006, 22). If firms are following international law, compliance 

should increase under this condition.  Alternatively, if firms on balance are behaving op-

portunistically, this condition should decrease compliance rates. 

 
4. Corruption 

The email originates from a consultant working in “government procurement” and hail-

ing from “Guineastan” – eight relatively indistinguishable countries ranked by Transpar-

ency International as high in perceived corruption: Equatorial Guinea, Guinea, Guinea 

Bissau, Papua New Guinea, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan. The 

corruption treatment seeks to learn the efficacy of the FATF risk guidelines warning of 

nations “identified by credible sources as having significant levels of corruption, or other 

criminal activity” (2006, 21). This condition should increase rates of compliance. 
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5. Terrorism 

The email originates from a citizen of Lebanon, Pakistan, Palestine, or Yemen living in 

Saudi Arabia and consulting for a Muslim charity.  All four origin nations were identified 

as key sites of suicide terror by Pape (2005). The terrorism treatment thus examines the 

efficacy of two FATF risk factors: terrorist countries and charities.  The FATF warns 

against “[c]ountries identified by credible sources as providing funding or support for ter-

rorist activities that have designated terrorist organisations operating within them” (2006, 

21).  Likewise, the FATF enjoins companies to screen “[c]harities and other ‘not for prof-

it’ organisations which are not subject to monitoring or supervision (especially those op-

erating on a ‘cross-border’ basis)” (2006, 22). The terrorism condition should also 

increase compliance rates.3 

 
Each email was sent by a putative consultant who expressed a desire to form an offshore 

corporation to enhance confidentiality while limiting legal liability and tax payments (examples 

of each are included in Online Appendix A). While legitimate consultancy arrangements are 

widespread, consultancy fees are a common alibi for funds derived from criminal activities (Au-

thor 2010: 2-4; World Bank 2011).  

We acknowledge here that FATF risk-based standards regarding extraordinary payments, 

corruption, and terrorism are grounded in real-world concerns that extend beyond the FATF’s 

reach.  The treatments therefore probe the effects of conditions about which the FATF has 

warned, not simply the FATF rules themselves. This introduces some potential confounds to the 

conditions implying that any treatment effects will include the effects of factors beyond the force 

of international law.  We would argue that the treatment effects of terrorism, corruption, or offer-
                                                

3 We note that these last three treatments draw on a similar causal logic invoking potential opportunism in 
corporate service providers, so causal mechanisms are not mutually exclusive.  However, each intervention is based 
on a different provision of the FATF’s risk-based approach, so they are conceptually distinct. Moreover, treatment 
effects are different across the three interventions, suggesting that the inclusion of all three conditions is warranted. 
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ing a premium are interesting in their own right, independent of international rules, so they thus 

warrant study.  However, since the FATF has made all three conditions central to its standards, 

any treatment effects should nevertheless reflect on international law, even if subjects are not 

responding exclusively to the global rules per se. 

To execute the experimental conditions, we created fictitious identities based on the most 

common male names in each of the countries. The names were carefully vetted to insure that no 

extraordinary connotation would be applied to any alias, such as with a famous actor, athlete, or 

politician. Twenty aliases with associated email accounts were created; each corresponded to one 

of the countries used in the Placebo, Corruption, and Terrorism conditions.  

Different texts for 33 unique emails were created and randomly assigned to the subjects. 

All 33 emails were written according to the same criteria, but they were infused with different 

language, style, grammar, and syntax to ensure uniqueness. For the emails originating from ali-

ases in non-English-speaking countries, two small spelling errors were introduced to improve 

authenticity.  The many diverse email texts both minimized the potential for detection and miti-

gated the potential outlier effects of any one email text. 

Coding Protocol 

Responses to the control and treatment emails were coded as Refusal, Compliant with in-

ternational standards, Partially Compliant, or Non-Compliant (see Online Appendix A for exam-

ples of replies). We categorized the remainder as No Response.4  International standards mandate 

                                                

4 Since subjects in the No Response category are not enabling anonymous shell corporations, an argument 
might be made that No Response is akin to Refusal or Compliance in preventing shady incorporation. The data, 
however, suggest that soft refusers amount to only 9 to 13 percent of the subject pool, leaving 42 percent (worldwide) 
to 73 percent (in the U.S.) failing to respond in the less-risky Placebo condition. Suspicious that many non-responses 
were due to incapacity or indifference, not soft refusal, we followed up with multiple rounds of correspondence from 
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that service providers require a certified copy of at least one official photo identity document 

(notarized copy of a passport picture page or national identification card), along with proof of 

address (such as an original utility bill or a notarized copy), before forming a company for the 

customer. Service providers should then keep this documentation on file so that the company can 

be traced back to its true owner by law enforcement should the need arise.  

When providers did not respond to the alias email within five business days, the re-

searcher posing as the consultant prompted the subject again with a standardized, brief second 

email. Where service providers’ first response to the approach email did not specify the identity 

documentation required (if any), researchers drew from a standardized set of response scenarios 

to draft an appropriate follow-up email.  

If firms declined service, we coded them as “Refusal.” Services were categorized as 

“Compliant” if they required notarized photo identification.  We coded subjects as “Partially 

Compliant” if they required a copy of photo identification but failed to demand notarization or 

certification of the document. Finally, services that did not request documentation of any kind 

were classified as “Non-Compliant.” Requirements for identity documentation are outlined by 

the FATF and clarified by the Basel Committee (2001).  

Once the specified information on identity documentation was obtained, researchers in-

formed providers that “needs have been met” and that they no longer sought to incorporate. To 

preserve the security of the exercise, all correspondence took place through specially created In-

                                                                                                                                                       

different aliases. The follow-ups culminated with brief non-response checks that essentially asked whether the firms 
were still in business and assisting customers. In the end, among the non-responses, 52 percent (worldwide) to 84 
percent (in the U.S.) still failed to respond to this very low risk inquiry. These findings suggest that conflating No 
Response with the Refusal and/or Compliance categories would prove problematic methodologically and may lead 
to bias; the majority of non-responding firms do not reply to any inquiry, even the most innocuous we could design. 
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ternet email accounts.  Proxy servers that randomly assign IP addresses throughout the globe 

(with a concentration in Europe and East Asia) were used to prevent service providers’ determin-

ing that emails in fact came from within the United States.  

A skeptic might worry that company providers could employ a “bait and switch” strata-

gem that involves initially promising anonymous incorporation but then asking for identity doc-

uments further along the process. To demonstrate the validity of our approach here we rely on a 

closely-related audit study (Author 2010). Closely mirroring our approach here, the audit study 

was based on email solicitations for shell companies from a purported consultant to CSPs, and 

again was focused on determining what identity documents (if any) were necessary to establish a 

company. However, the audit study went through the whole process of incorporation – bar the 

final transfer of funds – with 42 separate providers. In every single case, the initial email specifi-

cation of whether or not identification documents were required was an accurate reflection of the 

requirements at each subsequent stage of the process. Furthermore, in three cases the author ac-

tually purchased shell companies from providers. Once again, the identification requirements 

remained consistent from the initial email contact until the conclusion of final stage when the 

money had changed hands. These results thus provide strong evidence for the contention that the 

email correspondence we received from providers does in fact constitute a valid indicator of 

compliance with corporate transparency standards. 

Experiment 1 Data and Results 

Observational Data on Country Categories 

We begin with observational and descriptive statistics for Experiment 1. These statistics 

reveal two surprising results: first, service providers in tax havens are far more diligent in ob-

serving international incorporation rules than those in OECD countries, and second that firms in 
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OECD members are not significantly more compliant than those in developing countries (and 

when there are significant differences, they generally favor greater compliance by firms in poor 

nations).  

Figure 1 displays the proportions and differences for each of the five outcomes across the 

three country categories: OECD members, tax havens, and developing nations. In the upper pan-

el, Figure 1 displays proportions for each outcome across the country groupings. In the lower 

panel, the figure displays differences from the OECD and 95-percent confidence intervals for 

those differences generated in difference of means tests (indicating statistical significance where 

they fail to overlap zero).  

Because we used this categorization in our block randomization procedure, the treatments 

– confirmed by randomization checks – were balanced across the three types of countries, which 

enables comparison without undue concern that these descriptive statistics are biased by treat-

ment effects. But given that country type cannot be manipulated, we emphasize that the data 

shown in Figure 1 and Table 1 are observational and not experimental.   
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Figure 1: Outcome Proportions by Country Group 
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Table 1: Contingency Table of Outcomes across Country Groups 

Condition N 
No   
Response 

Non-
Compliant 

Part-
Compliant Compliant Refusal 

            OECD Members 297 151  
 

44  
 

33 
 

37  
 

32 
 Proportion 

 
50.8% 

 
14.8% 

 
11.1% 

 
12.5% 

 
10.8% 

 
            Tax Havens 299 106*  

 
14* 

 
52* 

 
107* 

 
20 

 Proportion 
 

35.5% 
 

4.7% 
 

17.4% 
 

35.8% 
 

6.7% 
 

            Developing Nations 662 364 
 

53* 
 

109* 
 

62 
 

74 
 Proportion 

 
55.0% 

 
8.0% 

 
16.5% 

 
9.4% 

 
11.2% 

 
            Significant in difference-in-means tests compared to OECD Countries: * .05 level. 

 
That said, the contrasts are stark.  Firms in tax havens were significantly more likely to 

respond to inquiries (64 percent) compared to services in OECD (49 percent, p = .000) and de-

veloping countries (45 percent, p = .000).  Thus, as Figure 1 and Table 1 show, outcomes for No 

Response were significantly different in tax havens compared to the other two country groups, 

and firms in OECD and developing countries were not significantly different from one another. 

Relating directly to Compliance with international law, tax-haven services were signifi-

cantly more likely to demand notarized identification than services in either OECD or develop-

ing countries. The Compliance rate for tax-haven firms of 36 percent was nearly three times 

greater than OECD firms (12 percent, p = .000) and nearly four times greater than developing-

country services (9 percent, p = .000). Also, OECD firms were no more Compliant than develop-

ing-country services by conventional standards of statistical significance. This is counter-

intuitive because non-compliance with international standards is often said to be a product of in-

ability to comply, because of a lack of resources, rather than a product of unwillingness (Chayes 

and Chayes 1993; Author interviews FATF 2007, IMF 2010, World Bank 2011). Considered a 
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different way, more than 55 percent of tax-haven services responding to our inquiries required 

certified identification documents compared to only 25 percent in OECD countries and 21 per-

cent in developing countries.  

Likewise, at a mere 5 percent, tax-haven firms were significantly less likely than OECD 

companies (15 percent, p = .000) and developing-country services (8 percent, p = .061) to offer 

incorporation without identifying documents and thus be found in Non-Compliance.  Surprising-

ly, services in wealthy countries displayed willingness to violate international law significantly 

more often than firms in poor countries (15 vs. 8 percent, p = .001).  

Both the Compliance and the Non-Compliance results undermine the conventional wis-

dom that firms in tax havens are pariahs that ignore corporate transparency standards. Tax-haven 

firms were also significantly more likely to be found in Partial Compliance by requiring non-

notarized identity documents than firms in OECD countries (17 vs. 11 percent, p = .028). Firms 

in developing countries were also significantly more likely to be found Part-Compliant than in 

OECD nations. Because such a large proportion of firms in tax havens complied with interna-

tional law, fewer may have been left over for Refusal of service, an outcome in which a signifi-

cantly smaller proportion of tax-haven services were found compared to OECD (p = .077) and 

developing-country (p = .030) companies. This may also reflect the greater competitiveness of 

tax-haven services in their increased willingness to do business with most potential clients. But 

again, these findings are based on observational data, so the question remains open as to whether 

specific interventions derived from the international standards can cause firms to alter their com-

pliance levels. This brings us to the results from the two experiments. 
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Experiment 1 Results 

Two randomization checks – using both individual logistic and multinomial logistic re-

gressions – suggest balance of covariates among experimental conditions.  We find that neither 

Company Type (incorporation service vs. law firm) nor Country Group (OECD, tax haven, de-

veloping) was significantly related to the probability that a given firm would be assigned to a 

specific condition. 

To analyze the data, we elected to treat each outcome category – No Response, Non-

Compliant, Part-Compliant, Compliant, and Refusal – as independent outcomes and employ con-

tingency tables, difference of means and proportions tests, and multinomial logistic analysis to 

assess the results. We argue that the fewer assumptions in this approach makes it particularly ap-

pealing, so we feature it here and use alternatives as robustness checks reported in Online Ap-

pendices C and D.  

We thus begin with simple descriptive statistics by experimental condition on the out-

comes across the five different categories: No Response, Non-Compliance, Part-Compliance, 

Compliance, and Refusal. In expectation the balance induced by randomization enables very 

simple statistical analysis, so we lead with these results and emphasize that difference-in-means 

tests should reveal the principle treatment effects.  Figure 2 corresponds to Table 2. In the upper 

panel, Figure 2 displays proportions for each outcome across experimental conditions, and in the 

lower panel the figure displays treatment group differences from the Placebo (and 95-percent 

confidence intervals).  
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Figure 2: Outcome Proportions across Experiment 1 Conditions 
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Table 2: Contingency Table of Outcomes across Experiment 1 Conditions 

Condition N 
No   
Response 

Non-
Compliant 

Part-
Compliant Compliant Refusal 

            Placebo 268 115 
 

20 
 

51 
 

51 
 

31 
 Proportion 

 
42.9% 

 
7.5% 

 
19.0% 

 
19.0% 

 
11.6% 

 
            FATF 232 106 

 
24 

 
36 

 
42 

 
24 

 Proportion 
 

45.7% 
 

10.3% 
 

15.5% 
 

18.1% 
 

10.3% 
 

            Premium 235 117 
 

20 
 

42 
 

29* 
 

27 
 Proportion 

 
49.8% 

 
8.5% 

 
17.9% 

 
12.3% 

 
11.5% 

 
            Corruption 276 152* 

 
31 

 
35* 

 
42 

 
16* 

 Proportion 
 

55.1% 
 

11.2% 
 

12.7% 
 

15.2% 
 

5.8% 
 

            Terrorism 248 132* 
 

16 
 

30* 
 

42 
 

28 
 Proportion 

 
53.2% 

 
6.5% 

 
12.1% 

 
16.9% 

 
11.3% 

 
            Total 1,259 622 

 
111 

 
194 

 
206 

 
126 

 
  

49.4% 
 

8.8% 
 

15.4% 
 

16.4% 
 

10.0% 
 

            Significant in difference-in-means tests compared to Placebo condition:  * .05 level. 

 

In Table 2, we report cell size and conditional proportions for each treatment and out-

come category.  Using asterisks, we also report statistical significance at the .05 level in simple 

difference-in-means tests for the treatments compared to Placebo when the specific outcome in 

question is scored “1” and all other outcomes across the row are scored “0.”  

The results in Table 2 suggest that informing incorporation services about international 

law has no statistically significant effect on their propensity to Comply either by demanding 

identity documents or Refusing service.  However, offering to pay a Premium or origin in a 

country associated with Corruption or Terrorism did produce statistically significant differences, 

but those differences undermine the argument that international law proves effectual.  Instead, 
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the results on balance support the counter-argument that a significant share of materialist actors 

will pursue their own self-interest despite explicit cues that their actions are inappropriate.   

Association with Corruption or Terrorism did cause significantly greater proportions of 

services to ignore email inquiries, suggesting some soft compliance. The Corruption and Terror-

ism treatments increased the rates of No Response from 42.9 percent in the Placebo condition to 

55.1 percent for Corruption (p  = .005) and 53.2 percent for Terrorism (p = .024). This suggests 

that firms exercise some discretion in responding to inquiries.   

A prima facie expectation for the treatments would be a lower Response rate matched 

with a higher Compliance rate. Some providers should react to riskier clients by failing to reply, 

while others might be more punctilious in requiring identity documents, in accord with the 

FATF’s prescribed risk-based approach. Thus, the statistically lower response rate for Corruption 

and Terrorism, and lower response rates generally across the conditions, indicate that the treat-

ments may induce some soft compliance. But why do the Corruption and Terrorism conditions 

simultaneously make providers less likely to request identifying documents?  

It seems that the providers’ initial choice of whether or not to reply selects responding 

firms that are more risk-tolerant than the average subject. According to this logic, those most 

likely to be compliant with international standards and most attuned to the dangers of providing 

anonymous shell companies choose not to respond in the first place. As we suspected, it appears 

that there may also be a set of incorporation services that, regardless of risk, employ a standard 

operating procedure that requires little identity disclosure from potential clients. Thus, when the 

risk-averse withdraw through No Response, relatively more risk-acceptant companies may be 

left in the subject pool, thus altering the outcome proportions for some of the treatments.  
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From the point of view of individuals seeking to evade international law, this response 

pattern may make their task easier. Indeed, clients offering to pay a Premium caused significant-

ly lower Compliance rates than in the Placebo condition – dropping one third from 19.0 percent 

to 12.3 percent (p = .041).  Likewise, Refusal rates in the Corruption condition decreased by half, 

from 11.6 to 5.8 percent (p = .017).  Finally, both the Corruption and Terrorism conditions low-

ered Part-Compliance rates by roughly one third from the 19.0 percent seen in the Placebo condi-

tion to 12.7 (p = .043) and 12.1 (p = .031), respectively. 

Multinomial Models 

We use multinomial logit and probit models to analyze the conditional probabilities of 

subjects choosing a given outcome compared to a base outcome (Long and Freese 1996). Multi-

nomial models enable us to capture all possible categories of outcomes without a loss of infor-

mation from collapsing the data. Online Appendix Table B1 reports the coefficients and robust 

standard errors for the multinomial models. Those receiving the Premium prompt compared to 

the Placebo were significantly less likely to be found Compliant than in the No Response catego-

ry (p = .022).  The Corruption condition caused significant decreases in the proportion of Part-

Compliant (p = .005) and Compliant (p = .041) subjects compared to the Placebo.  And the Ter-

rorism treatment likewise caused a lower rate of Part-Compliance (p = .002) and Compliance (p 

= .083) compared to the Placebo.  The FATF treatment does not appear to cause significant dif-

ferences from the Placebo condition.5 The results are broadly similar qualitatively when we in-

clude controls for Company Type, OECD, and Tax Haven. We display the coefficients, standard 

                                                

5 We note here that, as might be expected, these results shift when we rotate the base outcome. Tables dis-
playing the results of these rotations can be found in Tables B2-B5 in Online Appendix B, but they generally sup-
port the conclusions reported. 
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errors, and significance levels for these specifications using control variables in Table B9 in 

Online Appendix B.  

To further facilitate interpretation we calculate a set of predicted probabilities for each of 

the different conditions, displayed in Table 3. We rely on the models that used the control dum-

my variables for Company Type (incorporation service = 0, business law firm = 1), OECD 

Members, and Tax Havens (with Developing Countries as the comparison group). OECD mem-

bership was sometimes significantly related to the outcomes, but these results suggest that rich 

countries generally proved significantly less compliant than the poor countries in the reference 

group. Tax Haven status was significant in ways consistent with the results reported in Figure 1 

and Table 1 above. Company Type was also often significant as reported in Table B8 in Online 

Appendix B, with incorporation services demonstrating significantly more Part- and full Compli-

ance than law firms. 

Table 3 displays changes to the predicted probabilities for the Placebo condition vs. each 

of the treatments, again with No Response set as the base outcome for comparison with the other 

outcomes (and Compliance set as the base outcome for comparison with No Response). This 

analysis employs covariates for company type and country group but omits the covariate results 

for ease of display (see Online Appendix Table B9 for the full results). For two of the conditions, 

Corruption and Terrorism, the treatment caused significant increases in No Response, a potential 

indicator that subjects may have been complying in a “soft” way through ignoring the email. 
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Table 3: Predicted Probabilities of Outcomes for Experiment 1 

Conditions 
No  
Response 

Non-
Compliant 

Part-
Compliant Compliant Refusal 

      
FATF 

     Placebo 48.3% 6.2% 28.8% 11.6% 5.1% 
Treatment 51.8% 9.5% 21.4% 10.5% 6.9% 
Change 3.4% 3.3% -4.0% -1.1% 1.8% 

      Premium 
     Placebo 44.3% 7.0% 27.5% 13.3% 8.0% 

Treatment 50.4% 8.3% 22.2% 8.8% 10.4% 
Change 6.2% 1.3% -5.3% -4.5% 2.4% 

      Corruption 
     Placebo 42.0% 8.0% 28.0% 13.6% 8.3% 

Treatment 51.8% 13.1% 17.1% 10.5% 7.5% 
Change 9.8%* 5.2% -10.9%* -3.2% -0.8% 

      Terrorism 
     Placebo 44.8% 5.7% 29.9% 14.7% 4.9% 

Treatment 57.8% 5.9% 16.1% 12.2% 8.0% 
Change 13.1%* 0.1% -13.8%* -2.5% 3.1% 
* p < 0.05 

 

Receiving the Premium treatment decreases Compliance (by 4.5 percent, p = 0.054) with 

international standards compared to the Placebo, and we might expect this significant decrease 

given that a monetary offer is being made to maintain anonymity. Likewise, the Corruption con-

dition decreases the predicted probability for Part-Compliance from 28 percent in the Placebo 

condition to 17 percent – a statistically significant 11 percent decrease (p = .005).  Corruption 

also decreases the predicted probability for full Compliance by 3.2 percent, from 13.6 to 10.5 

percent (p = .067).  Likewise, the Terrorism condition causes a drop by nearly half in the predict-

ed probability of Part-Compliance compared to the Placebo condition (from 29.9 to 16.1, p 

= .002). The Terrorism condition also leads to a 2.5 percent decrease in Compliance, from 14.7 



28 
 

to 12.2 percent (p = .089).  Robustness analysis using a selection model results generally corrob-

orate the multinomial results reported above, with the exception that the Terrorism condition is 

associated with significantly lower Response rates but not with a significant reduction in Com-

pliance. See Online Appendix Table C1.  

Do these results hold when we focus specifically on a large subject pool of firms in the 

globally dominant country?  We sought to answer that question with Experiment 2.   

Experiment 2 Data and Results 

Treatments in United States 

Experiment 2 employed the Placebo condition and the FATF, Corruption, and Terrorism 

treatments on a subject pool of 1,405 companies in the United States, including 233 incorpora-

tion services and 1,172 business law firms.  The isolation of a single country allowed a compari-

son of firms’ behavior in response to international law versus domestic regulation, and thus we 

replaced the Premium treatment with a treatment based on national enforcement.  

6. IRS/Domestic Enforcement 

The email notes that United States law requires identity disclosure and that the Internal 

Revenue Service enforces this requirement.6  

 

Block Randomization 

In the U.S. subject pool, blocking strata were formed according to state-by-state business 

friendliness and again by the type of CSP: incorporation service or law firm. The state groupings 

were created first by taking the states with the greatest number of subject firms – California and 

                                                

6 We thank Jessica Preece for suggesting this treatment.  
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Nevada – and next the states with the reputations for greatest ease of incorporating anonymously 

– Delaware and Wyoming – and making each of the four states into individual strata. The rest of 

the states were blocked according to the Beacon Hill Institute’s State Competitiveness Report 

(2010). Specifically, we used the measure for “Business Incubation,” which captures a number of 

factors relating to the ease of setting up new businesses in a given state. We then further subdi-

vided the strata by company type.  This created 14 strata in which the random assignment to the 

five experimental conditions took place.  Email inquiries were sent according to the same proto-

col and coded by the same criteria described above for Experiment 1.  As in Experiment 1, ran-

domization checks for Experiment 2 suggest that the covariates were balanced across conditions. 

Results 

Figure 3 and Table 5 display the results for Experiment 2.  The patterns display some dif-

ferences from Experiment 1.  A much higher proportion of U.S. firms failed to reply to our in-

quiries compared to international companies: an average of nearly 77 percent fell into the No 

Response category across conditions.  In particular, the Terrorism condition saw nearly 84 per-

cent of treated firms fail to reply – a difference of 11 percent from the Placebo’s No Response 

rate of 73 percent (p = .002).  The IRS treatment showed a nearly 6 percent increase in No Re-

sponse compared to the Placebo, but the difference falls just short of statistical significance at 

the .1 level (p = .109) in the tests. None of the other treatments were different from the Placebo 

for Response rates to a statistically significant degree.  That the Corruption treatment received 

nearly the same proportion of replies as the Placebo stands in marked contrast to the results in 

Experiment 1, where international firms were significantly less likely to respond to the Guin-

eastan aliases.   
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Figure 3: Outcome Proportions across Experiment 2 Conditions 
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Table 5: Contingency Table of Outcomes across Experiment 2 Conditions 

 
Condition N 

No   
Response 

Non-
Compliant 

Part-
Compliant Compliant Refusal 

            Placebo 270 197 
 

29 
 

7 
 

0 
 

37 
 Proportion 

 
73.0% 

 
10.7% 

 
2.6% 

 
0.0% 

 
13.7% 

 

            FATF 293 212 
 

33 
 

6 
 

2 
 

40 
 Proportion 

 
72.4% 

 
11.3% 

 
2.0% 

 
0.7% 

 
13.7% 

 

            IRS 283 223 
 

24 
 

8 
 

1 
 

27 
 Proportion 

 
78.8% 

 
8.5% 

 
2.8% 

 
0.4% 

 
9.5% 

 

            Corruption 271 204 
 

35 
 

6 
 

1 
 

25 
 Proportion 

 
75.3% 

 
12.9% 

 
2.2% 

 
0.4% 

 
9.2% 

 

            Terrorism 288 241* 
 

21 
 

4 
 

0 
 

22* 
 Proportion 

 
83.7% 

 
7.3% 

 
1.4% 

 
0.0% 

 
7.6% 

 

            Total 1,405 1,077 
 

142 
 

31 
 

4 
 

151 
 

  
76.7% 

 
10.1% 

 
2.2% 

 
0.3% 

 
10.7% 

 

            Significant in difference of proportions and difference of means tests compared to placebo condition:  
* .05 level. 

 

Perhaps the greatest substantive differences between Experiments 1 and 2 involve the 

rates of Part-Compliance and Compliance.  While the proportions for Non-Compliance and Re-

fusal were similar across the two experiments, in Experiment 2 only 35 of the 1,405 firms in the 

United States asked for any document establishing identity.  A meager 4 firms required that the 

identification documents be notarized. This means that the rate of Part-Compliance was merely 

2.2 percent, and the rate of full Compliance was an astonishing 0.3 percent.   

Likely due in part to the relatively small cell sizes, few of the differences between the 

treatments and Placebo were statistically significant.  However, while rates of Part- and full 
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Compliance for Terrorism were similar to the other conditions, the 7.6 percent rate of Refusal for 

Terrorism was 6 percent below the Placebo rate (p = .020 in difference-in-means tests).  This re-

sult is particularly alarming, especially given the fact that Refusal was virtually the only active 

response U.S. firms employed that was consistent with international standards (with passive re-

fusal through No Response being the alternative).  The Refusal rate for the Corruption condition 

was 4.5 percent lower than the Placebo, but the difference fell just shy of statistical significance 

at the .1 level (p = .102). 

Multinomial Models 

Again, however, it is likely that firms’ choice of a given response strategy is conditional 

on the other options, so we once more analyze the results using a multinomial logit model.  

However, due to the very small cell sizes for Compliance, the models employing all five out-

comes would not converge.  Two alternatives presented themselves: either we could collapse the 

few Compliant subjects with the Refusals, or we could drop the four subjects from the analysis.  

The results are qualitatively similar with either approach; for presentation we opted to preserve 

the subjects in question through collapsing the categories, and we display the multinomial results 

in Online Appendix Table D1.  

The results once more suggest that information about international standards, invoked 

with the FATF treatment, does not cause greater compliance. But would the same pattern hold 

for domestic law?  The intuition behind Experiment 2 suggested that domestic law enforced by 

the well-known and widely feared IRS would induce greater compliance to stipulated identifica-

tion standards.  While the rate of No Response did increase in the IRS condition (though not sta-

tistically significantly), the rates of Non-Compliance, Part-Compliance, and Compliance/Refusal 

were not statistically different from the Placebo condition.  We find this result surprising, and it 
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suggests that not only does information about international law fail to move incorporation ser-

vices, explicit stipulation of U.S. federal law – at least as invoked by the IRS treatment – proves 

no more compelling to subject firms.   

However, in these multinomial results we do encounter some evidence that one of the 

treatments improves compliance with international law.  The Terrorism treatment decreases the 

Non-Compliance rate significantly (p = .043).  This result provides some encouragement that 

U.S. firms may be exercising a degree of vigilance over their particularly risky prospective cli-

ents. However, the concomitant negative result for the Terrorism treatment on Re-

fusal/Compliance (p = .019) along with the larger coefficient for that estimate may offset this 

positive result. The Corruption condition also led to lower Refusal/Compliance rates in the mul-

tinomial logit estimates. The Corruption treatment effect for the Compliant/Refusal category now 

appears insignificant, but the p-value is 0.101, just attenuating slightly.  

Adding covariates to the analysis produced the predicted probabilities and rate changes 

from treatment to Placebo displayed in Table 6.7 The Corruption condition causes a 6 percent 

decrease in the rate of Refusal/Compliance compared to the Placebo (p = .073).  But the biggest 

changes are seen in the Terrorism condition, where No Response increases by nearly 11 percent 

(p = .004), Non-Compliance decreases by 3.4 percent (p = .004), and Refusal/Compliance de-

creases by 7.2 percent (p = .013). The decrease in Non-Compliance rates for the Terrorism 

treatment, as above, provides some evidence for the efficacy of the FATF’s risk-based approach, 

but the decrease in Refusal/Compliance offsets this effect by more than double.  Results for ro-

bustness checks using a selection model are displayed in Online Appendix D and again generally 

                                                

7 See Table D3 in Online Appendix D for full results. 
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corroborate the findings above. The sole exception is for the Corruption treatment, where the co-

efficient for the Compliance outcome is not statistically significant.   

Table 7: Predicted Probabilities of Outcomes for Experiment 2 

Treatments 
No  
Response 

Non-
Compliant 

Part-
Compliant 

Compliant 
+ Refusal 

      
 FATF 

     Placebo 81.8% 3.0% 0.0% 15.2% 

 Treatment 80.5% 2.7% 0.0% 16.8% 

 Change -1.3% -0.3% 0.0% 1.6% 

 
      IRS 

     Placebo 80.5% 4.9% 0.6% 14.1% 

 Treatment 85.8% 3.4% 0.6% 10.2% 

 Change 5.3% -1.5% 0.0% -3.9% 

 
      Corruption 

     Placebo 80.6% 4.8% 0.5% 14.1% 

 Treatment 85.6% 5.6% 0.6% 8.2% 

 Change 5.1% 0.8% 0.1% -6.0%  

      Terrorism 
     Placebo 80.1% 5.9% 0.0% 14.0% 

 Treatment 90.8% 2.4% 0.0% 6.8% 

 Change 10.7%* -3.4%* 0.0% -7.2%*  
 

* p < 0.05 
 

Conclusion 

At the heart of current debates about global governance and the nature of the international 

system is the question of whether international law causes better behavior.  This paper has ad-

dressed the previous stalemate that has hobbled research on the topic: scholars have been well 

aware of the inherent problems of using observational data in terms of endogeneity and selection 

bias, but have until now been unable to employ experimental methods. This issue is consequen-
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tial in policy terms because untraceable shell companies are the most common mechanism for 

several types of major financial crimes. 

The dominant policy consensus on corporate transparency and international financial 

regulation more generally is that OECD states comply, while developing countries are often una-

ble to comply, and tax havens are often unwilling to comply. Our results show this view to be 

wrong on each count. Corporate service providers in tax havens are far more compliant than 

those in OECD states. Overall, the significant differences between levels of compliance in rich 

and poor countries generally favor developing nations. In combination these results suggest that 

the relatively low levels of compliance in OECD states are a product of a deliberate unwilling-

ness to comply, rather than a lack of capacity. 

Analysis of the experimental data also gives grounds for concern about compliance. Con-

trary to views that non-compliance is a product of lack of knowledge or legal precision, prompt-

ing incorporation services about their responsibility to collect identity documents as per FATF 

and IRS standards made them no more likely to do so. Further, a significant number of services 

were willing to deliberately violate international standards when offered extra money. Moreover, 

the Terrorism and Corruption treatments provoked divergent responses compared with the Pla-

cebo. While one sub-group seemed to respond to the extra risk by refusing any contact, another 

group of incorporation services were in effect prepared to sell anything to anyone, no matter how 

dangerous and disreputable. Given this insensitivity to risk, the fact that the current regime relies 

on private, for-profit firms enforcing standards according to a risk-based approach does not in-

spire confidence. 

More generally, our findings substantiate the reservations of those writing about compli-

ance with international law who worry that endogeneity and selection effects have led to overly 
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sanguine conclusions about the effectiveness of international law. The results of our experiments 

suggest material self-interest remains an all-too-powerful temptation to violate international 

standards. 
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Appendix A – Country Groupings, Example Letters, & Replies 

Country Groupings 

Afghanistan Low Bus. Friendliness 
Albania Med. Bus. Friendliness 
Alderney Tax Haven 
Algeria Low Bus. Friendliness 
Andorra Tax Haven 
Angola Low Bus. Friendliness 
Anguilla Tax Haven 
Antigua & Barbuda Tax Haven 
Argentina Med. Bus. Friendliness 
Armenia Low Bus. Friendliness 
Aruba Tax Haven 
Australia OECD 
Austria OECD 
Azerbaijan High Bus. Friendliness 
Bahamas Tax Haven 
Bahrain High Bus. Friendliness 
Bangladesh Low Bus. Friendliness 
Barbados Tax Haven 
Belarus High Bus. Friendliness 
Belgium OECD 
Belize Tax Haven 
Bermuda Tax Haven 
Bolivia Low Bus. Friendliness 
Bosnia and Herze-
govina Med. Bus. Friendliness 

Botswana High Bus. Friendliness 
Brazil Med. Bus. Friendliness 
British Virgin Is-
lands Tax Haven 

Brunei Darussalam Med. Bus. Friendliness 
Bulgaria High Bus. Friendliness 

Burkina Faso Low Bus. Friendliness 
Cambodia Low Bus. Friendliness 
Cameroon Low Bus. Friendliness 
Canada OECD 
Cayman Islands Tax Haven 
Chile OECD 
China High Bus. Friendliness 
Colombia High Bus. Friendliness 
Cook Island Tax Haven 
Costa Rica Med. Bus. Friendliness 
Cote d'Ivoire Low Bus. Friendliness 
Croatia Med. Bus. Friendliness 
Cuba Low Bus. Friendliness 
Cyprus Tax Haven 
Czech Republic OECD 
D.R. Congo Low Bus. Friendliness 
Denmark OECD 
Djibouti Low Bus. Friendliness 
Dominica Tax Haven 
Dominican Repub-
lic Med. Bus. Friendliness 

Ecuador Low Bus. Friendliness 
Egypt Low Bus. Friendliness 
El Salvador Low Bus. Friendliness 
Estonia High Bus. Friendliness 
Faroe Islands Low Bus. Friendliness 
Fiji High Bus. Friendliness 
Finland OECD 
France OECD 
Gambia Low Bus. Friendliness 
Georgia Low Bus. Friendliness 
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Germany OECD 
Ghana High Bus. Friendliness 
Gibraltar Tax Haven 
Greece OECD 
Grenada Tax Haven 
Guam Low Bus. Friendliness 
Guatemala Med. Bus. Friendliness 
Guernsey Tax Haven 
Guyana Med. Bus. Friendliness 
Honduras Low Bus. Friendliness 
Hong Kong High Bus. Friendliness 
Hungary OECD 
Iceland OECD 
India Low Bus. Friendliness 
Indonesia Med. Bus. Friendliness 
Iran Low Bus. Friendliness 
Iran, Islamic Rep. Low Bus. Friendliness 
Iraq Low Bus. Friendliness 
Ireland OECD 
Isle of Man Tax Haven 
Israel High Bus. Friendliness 
Italy OECD 
Jamaica Med. Bus. Friendliness 
Japan OECD 
Jersey Tax Haven 
Jordan Low Bus. Friendliness 
Kazakhstan High Bus. Friendliness 
Kenya Med. Bus. Friendliness 
Korea OECD 
Kosovo Med. Bus. Friendliness 
Kuwait High Bus. Friendliness 
Kyrgyzstan High Bus. Friendliness 
Latvia High Bus. Friendliness 
Lebanon Med. Bus. Friendliness 
Libya Low Bus. Friendliness 
Liechtenstein Tax Haven 
Lithuania High Bus. Friendliness 
Luxembourg OECD 
Macau Low Bus. Friendliness 
Macedonia High Bus. Friendliness 
Madagascar Low Bus. Friendliness 
Malawi Low Bus. Friendliness 
Malaysia High Bus. Friendliness 

Maldives Med. Bus. Friendliness 
Mali Low Bus. Friendliness 
Malta Tax Haven 
Marshall Islands Tax Haven 
Mauritius Tax Haven 
Mexico OECD 
Moldova Med. Bus. Friendliness 
Monaco Tax Haven 
Mongolia High Bus. Friendliness 
Montenegro High Bus. Friendliness 
Morocco Med. Bus. Friendliness 
Mozambique Med. Bus. Friendliness 
Namibia High Bus. Friendliness 
Nauru Tax Haven 
Netherlands OECD 
Netherlands Antilles Tax Haven 
New Zealand OECD 
Nicaragua Low Bus. Friendliness 
Nigeria Low Bus. Friendliness 
Norway OECD 
Oman High Bus. Friendliness 
Pakistan Low Bus. Friendliness 
Panama Tax Haven 
Papua New Guinea Med. Bus. Friendliness 
Paraguay Med. Bus. Friendliness 
Peru High Bus. Friendliness 
Philippines Low Bus. Friendliness 
Poland OECD 
Portugal OECD 
Puerto Rico High Bus. Friendliness 
Qatar High Bus. Friendliness 
Romania High Bus. Friendliness 
Russia Med. Bus. Friendliness 
Rwanda High Bus. Friendliness 
Samoa Tax Haven 
San Marino Tax Haven 
Sao Tome and Prin-
cipe Low Bus. Friendliness 

Saudi Arabia High Bus. Friendliness 
Senegal Low Bus. Friendliness 
Serbia Med. Bus. Friendliness 
Seychelles Tax Haven 
Sierra Leone Low Bus. Friendliness 
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Singapore High Bus. Friendliness 
Slovak Republic OECD 
Slovenia OECD 
Solomon Islands Med. Bus. Friendliness 
South Africa High Bus. Friendliness 
Spain OECD 
Spain (Canary Is-
lands) OECD 

Sri Lanka Med. Bus. Friendliness 
St. Kitts and Nevis Tax Haven 
St. Lucia Tax Haven 
St. Vincent & Gren-
adines Tax Haven 

Sudan Low Bus. Friendliness 
Suriname Low Bus. Friendliness 
Swaziland Med. Bus. Friendliness 
Sweden OECD 
Switzerland OECD 
Syrian Arab Repub-
lic Low Bus. Friendliness 

Taiwan High Bus. Friendliness 
Tajikistan Low Bus. Friendliness 
Tanzania Low Bus. Friendliness 
Thailand High Bus. Friendliness 
Togo Low Bus. Friendliness 
Trinidad and Toba-
go Med. Bus. Friendliness 

Tunisia High Bus. Friendliness 
Turkey OECD 
Turks and Caicos Tax Haven 
Uganda Med. Bus. Friendliness 
UK OECD 
Ukraine Low Bus. Friendliness 
United Arab Emir-
ates High Bus. Friendliness 

Uruguay Med. Bus. Friendliness 
US OECD 
US Virgin Islands Tax Haven 
Uzbekistan Low Bus. Friendliness 
Vanuatu High Bus. Friendliness 
Venezuela Low Bus. Friendliness 
Vietnam High Bus. Friendliness 
West Bank and Ga-
za Low Bus. Friendliness 

Yemen Med. Bus. Friendliness 
Zimbabwe Low Bus. Friendliness 
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Example Letters 

 
Placebo (Experiments 1 and 2) 
 
Dear [name/company] 
 
I am contacting you as I would like to form an international corporation for my consulting firm. I 
am aresident of [Norstralia] and have been doing some international consulting for variuos 
companies. We are now growing to a size that makes incorporation seem like a wise option. A 
lot of our newer business is in your region. 
 
My two associates and I are accustomed to paying [Norstralia] income tax, but the rising tax 
rates make incorporation in another country a more economic alternative. Also, our contracts 
grow larger and more complicated, so reducing personal liability through incorporation seems 
more attractive. 
 
As I am sure you understand, business confidentiality is very important to me and my associates. 
We desire to incorporate as confidentially as we can. Please inform us what documentation and 
paperwork is required and how much these services will cost? 
 
I would like to start the process of incorporation as soon as possible. Also, how much can we ex-
pect your fees to be? 
 
Due to numerous professional commitments, I would prefer to communicate through email. I 
hope to hear from you soon. 
 
Thank you very much, [alias] 
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Treatments 

1. International Law: FATF (Experiments 1 and 2) 
 
Dear [name/company] 
I am contacting you regarding a business I am trying to set up. I am a consultant and my col-
leagues and I are seeking to establish an international corporation. I am a [Norstralia] resident, 
but I do business both locally and with some international client, including some in your region. 
Our business has been growing substantially, and our goal is to limit tax obligations and business 
liability. 
 
We would like as much business confidentiality as possible in these early stages of formation. 
My internet searches show that the international Financial Action Task Force requires dis-
closure of identifying information. But I would rather not provide any detailed personal 
information if possible. 
 
So, we would like to know what identifying documents will be required to establish this compa-
ny. We would also like to know what start-up costs will be. 
 
Due to my travel schedule, email will be the best way to reach me. I look forward to hearing 
from you soon. 
 
Regards, [alias] 
 

2. IRS Enforcement (Experiment 2) 

Dear [name/company] 

I operate a [country] consulting firm that has recently experienced rapid growth. My associate 
and I, both [country] residents, work  domestically and internationally and have some clients in 
your region. By setting up an international corporation, we want to reduce our business liability 
and take advantage of lower tax. We also hope to incorporate with as much discretion as possible. 
My internet searches show that United States law, enforced by the Internal Revenue Ser-
vice, requires disclosure of identifying information when forming a company.  But I would 
like to avoid providing any detailed personal information if possible. 

 
What do we need to get started, and what specific forms of identification and documents will you 
need from us? 
 
We hope to find quality services that will help our business expand and grow in the competitive 
global economy. How much do you usually charge for this type if work? We hope to be in con-
tact with you to accomplish this goal. Due to frequent travel, I prefer e-mail over phone corre-
spondence. Thank you for your time. 
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Thanks, [alias] 

 
3. Financial Incentive (Experiment 1) 

Dear [name/company] 

 
I am a consultant living in [Norstralia] who seeks to set up an international corporation to help 
with my growing business. My associates and I work in [Norstralia], though we have a growing 
number of international clients and have begun work with clients in your area.  In order to get the 
best tax rates and limiting liability, we have decided to set up an international company. 
Right now, we would like to know more information about what identification and documents 
you require and how much such services cost. We all highly value our privacy and would like to 
do this as confidentially as possible. I am willing to pay a premium to retain confidentiality. 
I look forward to hearing from you soon and hope that you will be able to help us. I have many 
business comitments and frequently travel so the best way to reach me is via email. 
 

Thank you, [alias] 

 

4. Corruption (Experiments 1 and 2) 
 

Dear [name/company] 

 
I am consultant living in [Guineastan].  I have a business with some colleagues that is based 
here in [Guineastan], it has grown recently to the extent that international incorporation has now 
become an option that we wish to pursue, largely for taxes and liability purposes. We have sev-
eral international clients, many of whom are in your region, so an out-of-country business entity 
would be helpful. We focus specifically on public-sector consulting for government pro-
curement.8 
We would ideally like to form this incorporation confidentially. Would you please indicate the 
identifying documents we will need to provide? Can you also outline your probable costs? If 
possible, please respond by email, as I am out of the office with meetings frequently. 
 

                                                

8 The treatment language for Experiment 2 for U.S. firms omitted the reference to government procurement. 
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Thank you, [alias] 

 

 

5. Terrorism (Experiments 1 and 2) 

Dear [name/company] 

 
I am a consultant in need of an international corporation. I reside in Saudi Arabia, though I am 
a [Terrorism-associated country] national, and I operate my business here with two associate. 
We consult for a number of Muslim aid organizations. I have contacted you because I have 
several international clients in your region. 
 
Recently, our business has grown and tax have become more burdensome. Also I hope to limit 
my liability, and I think that incorporation is the best solution. I am eager to maintain business 
confidentiality and to keep the process as discrete as possible. I would specifically like to know 
what identifying documents you will require and what the costs will be. Due to a heavy upcom-
ing travel schedule, the best way to reach me will be via email. I look forward to hearing from 
you. 

 
Thank you in advance, [alias] 
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Example Replies 

Compliant 

In reply to your email requesting our price to form a Corporation, basically the cost of establish-
ing (or acquiring a shelf) IBC is US$ 1,500 and the annual running costs (excluding time charges) 
are US$ 3,850 (being $ 350 Government Licence fee + $ 500 Registered Office / Registered 
Agents fee + $ 3,000 Directors Responsibility fee). It is also important to note that, apart from 
needing to understand the exact nature and purpose of the proposed structure (e.g. Business, In-
vestment or Inheritance Plan), our current due diligence / client acceptance procedures generally 
involve :- (a)     Signed Client Service Agreement (copy attached) (b) Proof of Identity (usually a 
certified copy passport). (c) Proof of Residential Address (usually an original utility bill, unless 
the bank reference includes an address confirmation). (d) Curriculum Vitae. (e) Bank and Profes-
sional References. (f)     Source of funds. See our Due Diligence Requirements attached for fur-
ther reference.  

 

Partially Compliant 

I deeply apologise for the delay in our response.  This is a very abnormal situation and I thank 
you for your perseverance. I am not typically the person who would be dealing with your enquiry 
but am very happy to work with you to make this happen. My first question is could you please 
confirm if you would also be looking for an offshore bank account to accompany the company? 
In regards to the best tax haven we are currently recommending the jurisdiction of Belize. This is 
due to three reasons:     1/ Confidentiality, the registry in Belize is known as a closed registry 
therefore the shareholders& directors names are not disclosed     2/ Time Frame,  it takes only 
one working day to form a company    3/ Documentation - the supporting documents required 
from you would be minimal, a clear scanned copy of your passport is enough to proceed Please 
let me know if you would like me to call and discuss anything with you.  

 

Noncompliant 

Dear Sir,  
In order to  prepare power of attorney and setting up the company I need full shareholders and 
director details as:   

 
full name  
Nationality Status  



50 
 

Adress  
Occupation   

 
I look forward to hearing from you.  We are at your disposal to clarify any questions that are 
made necessary. With our best personal regards, 

 

Refusal 

Thank you for your email and your kind enquiry. Unfortunately, it is likely that your business 
will be outside our area of business but I wish you all the best with your business ventures. Kind 
regards.   
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Appendix B – Multinomial Results 

Table B1 displays the results of four multinomial logit models corresponding to each of 

the four experimental conditions: FATF, Premium, Corruption, and Terrorism. In Table B1’s 

models, No Response is set as the base outcome, which serves as the point of comparison for in-

terpreting each of the coefficients. We selected No Response as the base both because it is the 

most frequent category and because we are very interested in firms’ decisions about whether to 

respond at all and, simultaneously, if replying how to react to the inquiry. This tradeoff is core to 

the study.  Below we discuss results when we rotate the base condition to the other response out-

comes, which, again, broadly support the results shown that the FATF treatment has little effect 

on compliance and the Premium, Corruption, and Terrorism treatments cause lower rates of ad-

herence to international standards.   
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Table B1: Multinomial Outcome Estimates for Experiment 1 

  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant Compliant Refusal N 

       FATF Base 0.327 -0.354 -0.137 0.225 466 

 
Base (0.343) (0.261) (0.250) (0.403) 

 Constant Base -1.855* -0.813* -0.813* -2.180* 
   Base (0.254) (0.168) (0.168) (0.293)   

       Premium Base 0.0368 -0.366 -0.617* 0.126 463 

 
Base (0.355) (0.254) (0.270) (0.401) 

 Constant Base -1.855* -0.813* -0.813* -2.180* 
   Base (0.254) (0.168) (0.168) (0.293)   

       Corruption Base 0.232 -0.714* -0.497* -0.359 516 

 
Base (0.323) (0.256) (0.244) (0.419) 

 Constant Base -1.855* -0.813* -0.813* -2.180* 
   Base (0.254) (0.168) (0.168) (0.293)   

       Terrorism Base -0.256 -0.851* -0.432 0.242 478 

 
Base (0.367) (0.276) (0.250) (0.382) 

 Constant Base -1.855* -0.813* -0.813* -2.180* 
   Base (0.254) (0.168) (0.168) (0.293)   

              
Robust standard errors in parentheses: * p < 0.05 

 
 

The findings from the rotations suggest differences from the results presented in Table 

B1. In two rotations the results lend some support to the efficacy of international law: the Premi-

um treatment increases Refusal with Compliant as base (p < .1) and the Terrorism treatment in-

creases Refusal when Part-Compliance is the base outcome (p < .05). But for all other significant 

coefficients, the treatment conditions based on international standards did not improve compli-

ance. Rather, in several conditions they appear to work against firms’ conforming to internation-

al law. We estimate an assortment of additional variations of this main analysis and report them 

below in Online Appendix Tables B5-B7.  

When Non-Compliant is the base, the FATF treatment appears to cause a significant re-

duction in Part-Compliance (p < .1) compared to the Placebo, the Premium condition is no long-
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er significant for any outcome, Corruption significantly decreases both Part-Compliance (p < .05) 

and Compliance (p < .05), and the Terrorism condition is no longer significant.  When Part-

Compliant is the base, the FATF condition appears to cause a significant increase in Non-

Compliance (p < .1), the Premium condition is not significant, Corruption appears to cause a sig-

nificant increase in No Response (p < .01) and Non-Compliance (p < .05), and the Terrorism 

condition boosts No Response (p < .01) and Refusal (p < .05).  

With Compliant as base, the FATF condition is not significant for any outcome, the Pre-

mium condition increases No Response (p < .05) and Refusal (p < .1), the Corruption condition 

heightens rates of No Response (p < .05) and Non-Compliance (p < .05), and the Terrorism con-

dition increases No Response (p < .1). Finally, when Refusal is the base outcome, the FATF 

condition is not significant, the Premium treatment causes lower Compliance (p < .1), the Cor-

ruption condition is not significant, and the Terrorism treatment causes lower Part-Compliant 

rates (p < .05).  

Because the multinomial logit model makes a stronger assumption regarding the inde-

pendence of irrelevant alternatives (IIA), we also estimate multinomial probit models and find 

that the results are very similar qualitatively. See Table B6. We also separate out the categories 

into nine different outcomes to consider the robustness of the results. Thus, the current five con-

ditions remain, but we separate out services that responded in some way, but had one or more 

rounds of communication in between, from services that responded after the initial email. The 

results of these analyses are located in Table B6 and show that in some cases an additional round 

of communication is associated with statistically significant types of responses. But generally, 

the results are similar to those in Table B1.  
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Further, because each letter had stylistic differences, we tested whether the results 

changed upon inclusion of letter fixed effects. The results appear in Table B8 and demonstrate 

that the results are largely robust to the inclusion of fixed effects. In the case of the premium 

treatment, the results for compliance get stronger, but in the case of terrorism the compliance re-

sult weakens.  

Finally, we considered the fixed effects of each alias/origin country on outcomes.  As 

might be expected by random chance considering 20 aliases across 5 outcomes, we encountered 

a few significant fixed effects.  None of the significant fixed effects, however, were entirely ro-

bust to full rotation of the reference groups.  But a few proved significant with enough regularity 

to warrant further robustness analysis.   

Three of the aliases for the Norstralia countries – Australia, Norway, and Austria – 

showed periodic significant fixed effects across some outcomes.  Including dummy variables for 

these aliases generally strengthened the results compared to those reported.  In the Terrorism 

condition, however, controlling for alias fixed effects resulted in a significant negative coeffi-

cient for Non-Compliance (p = .083), suggesting some evidence that greater terrorism risk in-

duces fewer firms to offer incorporation without any identification.  However, the larger negative 

coefficients and greater significance levels for both Part-Compliance and Compliance in the 

same model offset this effect.   

Because the aliases for the Corruption and Terrorism treatments did not span experi-

mental conditions, dummy variables to probe fixed effects cannot be included in results analysis 

due to perfect collinearity with the experimental conditions.  However, the fixed effects of each 

alias can be compared against each other within conditions. We encountered relatively few con-

sistently significant fixed effects for either the Corruption or Terrorism aliases.  Dropping the 



55 
 

subjects assigned to the offending aliases from the analysis produced qualitatively similar find-

ings to those reported (and sometimes strengthened the results).  The sole exception was the alias 

for Palestine, where excluding subjects assigned to that alias produced a coefficient for the Ter-

rorism condition on the Compliance outcome that was no longer statistically significant, some-

what attenuating the results reported.  Results for Terrorism on No Response and Part-

Compliance remained qualitatively similar without the Palestine alias.We contend that the multi-

nomial logit results represent the most appropriate analysis of the data.  However, an alternative 

approach might model the outcomes in two connected stages.  That is, analysis of compliance 

with requirements to demand identity documents could be modeled as dependent on subjects’ 

decision to reply to the email request in the first place 
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Table B2: Main Multinomial Specification with Base Outcome of Non-

compliant 

  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant Compliant Refusal N 

       FATF -0.327 Base -0.680* -0.463 -0.102 466 

 
(0.343) Base (0.386) (0.379) (0.493) 

 Constant 1.855*** Base 1.041*** 1.041*** -0.325 
   (0.254) Base (0.274) (0.274) (0.364)   

 
 

 
   

 Premium -0.037 Base -0.402 -0.654 0.089 463 

 
(0.355) Base (0.395) (0.405) (0.502) 

 Constant 1.855*** Base 1.041*** 1.041*** -0.325 
   (0.254) Base (0.274) (0.274) (0.364)   

 
 

 
   

 Corruption -0.232 Base -0.946** -0.729** -0.591 516 

 
(0.323) Base (0.373) (0.365) (0.500) 

 Constant 1.855*** Base 1.041*** 1.041*** -0.325 
   (0.254) Base (0.274) (0.274) (0.364)   

 
 

 
   

 Terrorism 0.256 Base -0.595 -0.176 0.497 478 

 
(0.367) Base (0.422) (0.405) (0.498) 

 Constant 1.855*** Base 1.041*** 1.041*** -0.325 
   (0.254) Base (0.274) (0.274) (0.364)   

              
Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Table B3: Main Multinomial Specification with Base Outcome of Part-

Compliant 

 
  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant Compliant Refusal N 

       FATF 0.354 0.680* Base 0.217 0.578 466 

 
(0.261) (0.386) Base (0.307) (0.440) 

 Constant 0.813*** -1.041*** Base 0 -1.367*** 
   (0.168) (0.274) Base (0.198) (0.311) 
 

 
  

 
  

 Premium 0.366 0.402 Base -0.251 0.491 463 

 
(0.254) (0.395) Base (0.321) (0.437) 

 Constant 0.813*** -1.041*** Base 1.09e-09 -1.367*** 
   (0.168) (0.274) Base (0.198) (0.311) 
 

 
  

 
  

 Corruption 0.714*** 0.946** Base 0.217 0.355 516 

 
(0.256) (0.373) Base (0.307) (0.459) 

 Constant 0.813*** -1.041*** Base -2.08e-09 -1.367*** 
   (0.168) (0.274) Base (0.198) (0.311) 
 

 
  

 
  

 Terrorism 0.851*** 0.595 Base 0.419 1.092** 478 

 
(0.276) (0.422) Base (0.325) (0.435) 

 Constant 0.813*** -1.041*** Base -1.62e-08 -1.367*** 
   (0.168) (0.274) Base (0.198) (0.311) 
               

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Table B4: Main Multinomial Specification with Base Outcome of Compliant 

 
  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant Compliant Refusal N 

       FATF 0.137 0.463 -0.217 Base 0.361 466 

 
(0.250) (0.379) (0.307) Base (0.434) 

 Constant 0.813*** -1.041*** -0 Base -1.367*** 
   (0.168) (0.274) (0.198) Base (0.311) 
 

 
   

 
 

 Premium 0.617** 0.654 0.251 Base 0.743* 463 

 
(0.270) (0.405) (0.321) Base (0.446) 

 Constant 0.813*** -1.041*** -1.09e-09 Base -1.367*** 
   (0.168) (0.274) (0.198) Base (0.311) 
 

 
   

 
 

 Corruption 0.497** 0.729** -0.217 Base 0.138 516 

 
(0.244) (0.365) (0.307) Base (0.452) 

 Constant 0.813*** -1.041*** 2.08e-09 Base -1.367*** 
   (0.168) (0.274) (0.198) Base (0.311) 
 

 
   

 
 

 Terrorism 0.432* 0.176 -0.419 Base 0.674 478 

 
(0.250) (0.405) (0.325) Base (0.419) 

 Constant 0.813*** -1.041*** 1.62e-08 Base -1.367*** 
   (0.168) (0.274) (0.198) Base (0.311)   

              
Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Table B5: Main Multinomial Specification with Base Outcome of Refusal 

 
  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant Compliant Refusal N 

       FATF -0.225 0.102 -0.578 -0.361 Base 466 

 
(0.403) (0.493) (0.440) (0.434) Base 

 Constant 2.180*** 0.325 1.367*** 1.367*** Base 
   (0.293) (0.364) (0.311) (0.311) Base 
 

 
    

  Premium -0.126 -0.0890 -0.491 -0.743* Base 463 

 
(0.401) (0.502) (0.437) (0.446) Base 

 Constant 2.180*** 0.325 1.367*** 1.367*** Base 
   (0.293) (0.364) (0.311) (0.311) Base 
 

 
    

  Corruption 0.359 0.591 -0.355 -0.138 Base 516 

 
(0.419) (0.500) (0.459) (0.452) Base 

 Constant 2.180*** 0.325 1.367*** 1.367*** Base 
   (0.293) (0.364) (0.311) (0.311) Base 
 

 
    

  Terrorism -0.242 -0.497 -1.092** -0.674 Base 478 

 
(0.382) (0.498) (0.435) (0.419) Base 

 Constant 2.180*** 0.325 1.367*** 1.367*** Base 
   (0.293) (0.364) (0.311) (0.311) Base   

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Table B6: Multinomial Probit Model 

         No Non- Part- 
   Treatments Response Compliant Compliant Compliant Refusal N 

  
 

          
FATF Base 0.183 -0.248 -0.102 0.112 466 

 
Base (0.220) (0.190) (0.186) (0.242) 

 Constant Base -1.284*** -0.625*** -0.625*** -1.467*** 
 

 
Base (0.158) (0.126) (0.126) (0.172) 

 
       Premium Base -0.0268 -0.282 -0.447** 0.0172 463 

 
Base (0.226) (0.188) (0.194) (0.242) 

 Constant Base -1.284*** -0.625*** -0.625*** -1.467*** 
 

 
Base (0.158) (0.126) (0.126) (0.172) 

 
       Corruption Base 0.0780 -0.522*** -0.381** -0.269 516 

 
Base (0.209) (0.184) (0.179) (0.244) 

 Constant Base -1.284*** -0.625*** -0.625*** -1.467*** 
 

 
Base (0.158) (0.126) (0.126) (0.172) 

 
       Terrorism Base -0.218 -0.611*** -0.340* 0.0647 478 

 
Base (0.229) (0.195) (0.185) (0.234) 

 Constant Base -1.284*** -0.625*** -0.625*** -1.467*** 
 

 
Base (0.158) (0.126) (0.126) (0.172) 

 
       Robust SE in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table B7: Multinomial Specification with Nine Outcome Categories 

Note: The outcomes in the four columns on the right occurred after at least one additional round of communica-

tion. 

            No Non- Part- 
  

Non- Part- 
  

Treatments Response Compliant Compliant Compliant Refusal 
Compliant 

2 Compliant 2 
Compliant 

2 Refusal 2 
                    
FATF Base 0.236 0.162 -0.232 -0.478 0.369 -0.586* -0.0463 0.688 

 
Base (0.573) (0.423) (0.331) (0.642) (0.405) (0.307) (0.322) (0.526) 

Constant Base -2.953*** -2.260*** -1.487*** -2.799*** -2.260*** -1.081*** -1.526*** -2.953*** 

 
Base (0.419) (0.304) (0.217) (0.390) (0.304) (0.186) (0.221) (0.419) 

          Premium Base -0.200 0.331 -0.710* -0.354 0.137 -0.736** -0.528 0.494 

 
Base (0.620) (0.400) (0.365) (0.601) (0.415) (0.309) (0.352) (0.533) 

Constant Base -2.953*** -2.260*** -1.487*** -2.799*** -2.260*** -1.081*** -1.526*** -2.953*** 

 
Base (0.419) (0.304) (0.217) (0.390) (0.304) (0.186) (0.221) (0.419) 

          Corruption Base -0.125 -0.125 -0.647* -2.225** 0.372 -0.998*** -0.362 0.327 

 
Base (0.570) (0.413) (0.331) (1.077) (0.377) (0.306) (0.315) (0.523) 

Constant Base -2.953*** -2.260*** -1.487*** -2.799*** -2.260*** -1.081*** -1.526*** -2.953*** 

 
Base (0.419) (0.304) (0.217) (0.390) (0.304) (0.185) (0.221) (0.419) 

          Terrorism Base -0.138 -0.320 -0.218 -0.985 -0.320 -1.093*** -0.718** 0.843* 

 
Base (0.592) (0.447) (0.311) (0.702) (0.447) (0.330) (0.358) (0.496) 

Constant Base -2.953*** -2.260*** -1.487*** -2.799*** -2.260*** -1.081*** -1.526*** -2.953*** 

 
Base (0.419) (0.304) (0.217) (0.390) (0.304) (0.185) (0.221) (0.419) 

 
The final four columns capture non-compliance, part-compliance, compliance, and refusal where at least one additional round of communication occurred, typi-
cally reminding the service provider about our inquiry. 
N=466, 463, 516, 478 for each of the four models, respectively. 
Robust standard errors in parentheses. 
*** p<0.01, ** p<0.05, * p<0.1 



Table B8: Base Multinomial Specification with Letter Fixed Effects 

Note: Fixed effects coefficients for 33 letters are omitted for presentation 

 
  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant Compliant Refusal N 

       FATF Base 0.340 -0.269 -0.053 0.365 466 

 
Base (0.388) (0.283) (0.265) (0.454) 

 Constant Base -2.180* -0.680 0.034 -1.505* 
   Base (1.171) (0.708) (0.562) (0.823)   

  
    

 Premium Base 0.047 -0.344 -0.695** 0.055 463 

 
Base (0.371) (0.278) (0.292) (0.440) 

 Constant Base -1.419* -0.467 -0.264 -1.425* 
   Base (0.854) (0.633) (0.635) (0.809)   

  
    

 Corruption Base -0.060 -1.116*** -0.562** -0.648 516 

 
Base (0.361) (0.293) (0.284) (0.452) 

 Constant Base -0.938 -0.332 -0.329 -1.666 
   Base (0.725) (0.713) (0.640) (1.065)   

  
    

 Terrorism Base -0.550 -1.202*** -0.393 -0.056 478 

 
Base (0.427) (0.310) (0.283) (0.449) 

 Constant Base -1.491 -0.537 0.040 -1.758 
   Base (1.115) (0.846) (0.625) (1.080)   

              
Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Table B9: Base Multinomial Specification with Covariates 

  No Non- Part- 
  Treatments Response Compliant Compliant Compliant Refusal 

            
FATF Base 0.352 -0.365 -0.166 0.232 

  
(0.345) (0.264) (0.268) (0.407) 

Company Base -0.0295 -0.691** -0.445 -0.0570 

  
(0.402) (0.276) (0.317) (0.442) 

OECD Base 0.661* -0.197 0.451 0.252 

  
(0.373) (0.335) (0.370) (0.468) 

Tax Haven Base -0.0798 0.235 1.982*** 0.195 

  
(0.623) (0.337) (0.333) (0.612) 

Constant Base -2.050*** -0.519** -1.426*** -2.254*** 

  
(0.389) (0.247) (0.296) (0.486) 

      Premium Base 0.0357 -0.344 -0.547* 0.129 

  
(0.358) (0.257) (0.283) (0.402) 

Company Base -0.0880 -0.665** -0.645** -0.542 

  
(0.397) (0.269) (0.321) (0.411) 

OECD Base 0.464 -0.0533 0.518 -0.487 

  
(0.385) (0.311) (0.365) (0.529) 

Tax Haven Base -0.817 -0.146 1.477*** -0.642 

  
(0.696) (0.344) (0.346) (0.577) 

Constant Base -1.846*** -0.477* -1.205*** -1.710*** 

  
(0.348) (0.250) (0.296) (0.362) 

      Corruption Base 0.288 -0.704*** -0.474* -0.316 

  
(0.333) (0.253) (0.258) (0.428) 

Company Base -0.556 -0.540* -0.815*** -0.779* 

  
(0.364) (0.280) (0.297) (0.469) 

OECD Base 0.525 -0.758** 0.708** -0.364 

  
(0.344) (0.358) (0.335) (0.537) 

Tax Haven Base -0.614 -0.0487 1.337*** -0.690 

  
(0.542) (0.336) (0.316) (0.634) 

Constant Base -1.662*** -0.405 -1.126*** -1.621*** 

  
(0.322) (0.262) (0.272) (0.388) 

      Terrorism Base -0.232 -0.873*** -0.445* 0.232 

  
(0.372) (0.280) (0.262) (0.387) 

Company Base -0.369 -0.651** -0.456 -0.287 

  
(0.418) (0.294) (0.307) (0.413) 

OECDDum Base 1.064*** -0.396 0.0665 -0.112 

  
(0.404) (0.344) (0.360) (0.502) 

TaxHaven Base -0.181 -0.163 1.425*** 0.723 

  
(0.656) (0.368) (0.314) (0.475) 

Constant Base -2.056*** -0.404 -1.115*** -2.207*** 

  
(0.398) (0.257) (0.262) (0.467) 

 
N=466, 463, 516, 478 for each of the four models respectively; Robust standard errors in parentheses;  
*** p<0.01, ** p<0.05, * p<0.1 
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Appendix C – Robustness Checks for Experiment 1 

 
We contend that the multinomial logit results represent the most appropriate analysis of 

the data.  However, an alternative approach might model the outcomes in two connected stages 

in a selection model, which we report below.  That is, analysis of compliance with requirements 

to demand identity documents could be modeled as dependent on subjects’ decision to reply to 

the email request in the first place. In this case, we might collapse the various gradations of com-

pliance to obtain a measure of non-compliance vs. compliance. 

The results in the randomization checks held for the multiple logistic regression model 

with all three dummy variables included in the same specification.  When assignment to each of 

the treatment conditions was checked one-by-one against each of the dummy variables for com-

pany type and country group in bivariate models, we found only a single significant fixed effect: 

incorporation services were significantly more likely to be assigned to the Premium condition (p 

= .084).  Including a dummy variable for company type produced qualitatively similar results to 

those reported. 

Table C1 displays the Response rates and Compliance rates for the Placebo and treatment 

conditions.  As noted, we categorize Non-Compliance (a failure to request identifying documents 

of any type) and Partial Compliance (asking for documents but not requiring notarization or cer-

tification) together as Non-Compliance and score them 0 in a binary indicator of compliance.  

The logic here is that, while requiring non-notarized documents is certainly better than asking for 

no documents at all, photocopies of drivers’ licenses or passport pages are notoriously easy to 

fake, so firms employing such lax application of international standards will likely enable many 

more shell corporations that are effectively untraceable than firms requiring certified documents.  
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Alternatively, services that refuse service or require certified documents are categorized as 

“Compliant” in the binary indicator and scored 1. Table C1 lists cell sizes, proportions, and sig-

nificance levels in difference of means and proportions tests.  

Table C1: Response and Compliance Rates Across  

Experiment 1 Conditions 

Condition N Responses 
Response 

Rate Sig. Compliant 

Compliance 
Rate as 

Percent of 
Responses Sig. 

Placebo 268 153 57.1% 
 

82 53.6% 
 FATF 232 126 54.3% 

 
66 52.4% 

 Premium 235 118 50.2% 
 

56 47.5% 
 Corrupt 276 124 44.9%*** 

 
58 46.8% 

 Terror 248 116 46.8%** 
 

70 60.3% 
  

Difference from Placebo condition in two-tailed t test: * significant at .1 level, ** significant at .05 level,  
*** significant at .01 level. 
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Consistent with Figure 2 and Table 2 of the main paper, subjects receiving the Corruption 

and Terrorism treatments were significantly less likely to respond than those in the Placebo con-

dition. We again note here that a failure to respond to a request may for some indicate a soft re-

fusal of service, so it may be advisable to draw inferences for rates of Compliance while also 

considering Response rates. For example, in communicating with one provider the correspondent 

accidentally forwarded an internal email discussion to us when we followed up on our initial 

email. One person in the provider’s office asks a colleague:  “This one has also come back 

again.  Will I pretend it went into junk or reply?” Thus, analyzing compliance rates accurately 

may require accounting for response rates.  

Nevertheless, in order to begin the analysis as simply as possible, Table C1 provides raw 

results on Compliance without conditioning on Response rates. Below, we estimate a selection 

model that allows us to account for selection into the Compliance analysis via an email Response. 

Finally, although we believe No Response reflects soft refusal for some subjects, we also consid-

er the possibility that non-respondents were not “treated” and thus estimate the treatment effect 

on the treated. In this analysis, we also account for the emails that bounced or returned in a for-

eign language by analyzing them as untreated observations.  

In order to systematically consider selection effects, as a robustness check we employed a 

statistical fix to connect Response rates to Compliance in a selection model. One challenge is 

that most two-stage models require the addition of an instrumental variable to identify the equa-

tion. Alternatively, we use a selection model that allows the same identification parameter (Sar-

tori 2003) – in our case treatment condition – to understand how it affects selection (Response) 

as well as the outcome (Compliance).  
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As displayed below in Table C2, the Sartori selection results for Experiment 1 are gener-

ally similar to those reported above. The Corruption and Terrorism treatments again have a sta-

tistically lower Response rate than the Placebo (p = .019 and p = .005, respectively). Further, in 

the selection model the Premium and Corruption treatments both demonstrate lower, and statisti-

cally significant (p = .089 and p = .011, respectively), rates of Compliance compared to the con-

trol.  The Terrorism treatment is not significant for Compliance in the selection model.   

Finally, we reconsidered the results for Experiment 1 for all non-responses as if the 

treatment emails did not arrive and the subjects were not treated. Thus, in contrast to the analysis 

above where we considered No Response as substantively meaningful, we now treat the problem 

with a statistical fix. We add the bounced emails and foreign language replies into the “untreated” 

category alongside the non-responses. In doing so, we estimate the treatment effect on the treated 

and find that the results are similar to those reported in Table C2 – there is still a negative treat-

ment effect for each of the conditions, the effect size and significance levels persist for all treat-

ments including for the Corruption and Terrorism treatments on Response and for the Premium 

and Corruption treatments on Compliance. Thus, the selection model results broadly corroborate 

the findings from the difference tests and the multinomial logit estimates: the Corruption and 

Terrorism treatments reduce Response rates, and the Premium and Corruption treatments – but 

not Terrorism for the selection model – also decrease Compliance rates. 
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Table C2: Selection Model of Response and Compliance for Experiment 1 

   Selection Outcome  
Treatments Response Compliance Constant Constant N 
      
FATF -0.0704 -0.0623 0.179** -0.507*** 500 
 (0.113) (0.119) (0.0770) (0.0802)  
Premium -0.173 -0.204* 0.179** -0.507*** 503 
 (0.112) (0.120) (0.0770) (0.0802)  
Corruption -0.306*** -0.299** 0.179** -0.507*** 544 
 (0.108) (0.117) (0.0770) (0.0802)  
Terror -0.260** -0.0688 0.179** -0.507*** 516 

 (0.111) (0.117) (0.0770) (0.0802)  
Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Appendix D – Experiment 2 Multinomial Analysis 

 
In this appendix we provide a more limited set of robustness checks for Experiment 2. In 

particular, we consider multinomial probit and logit models, the main analysis with covariates, as 

well as a selection model.  

Table D1: Multinomial Logit Outcome Estimates for Experiment 2 

  Outcomes   

Treatments 
No  

Response 
Non-

Compliant 
Part-

Compliant 
Compliant + 

Refusal N 

      FATF Base 0.0601 -0.256 0.157 541 

 
Base (0.277) (0.614) (0.276) 

 Constant Base -1.951* -3.491* -1.987* 
   Base (0.202) (0.415) (0.205)   

      IRS Base -0.321 0.0302 -0.329 533 

 
Base (0.298) (0.565) (0.304) 

 Constant Base -1.951* -3.491* -1.987* 
   Base (0.202) (0.415) (0.205)   

      Corruption Base 0.129 -0.0349 -0.558 517 

 
Base (0.276) (0.586) (0.331) 

 Constant Base -1.951* -3.491* -1.987* 
   Base (0.202) (0.415) (0.205)   

      Terrorism Base -0.643* -0.607 -0.789* 536 

 
Base (0.317) (0.653) (0.336) 

 Constant Base -1.951* -3.491* -1.987* 
   Base (0.202) (0.415) (0.205)   

      Robust standard errors in parentheses: * p < 0.05 
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Table D2: Multinomial Probit Model 

        No Non- Part- Compliant+ 
 Treatments Response Compliant Compliant Refusal N 

            
FATF Base 0.0471 -0.114 0.110 541 

 
Base (0.196) (0.320) (0.195) 

 Constant Base -1.541*** -2.412*** -1.564*** 
 

 
Base (0.142) (0.221) (0.144) 

 
      IRS Base -0.234 -0.0305 -0.238 533 

 
Base (0.205) (0.305) (0.208) 

 Constant Base -1.541*** -2.412*** -1.564*** 
 

 
Base (0.142) (0.221) (0.144) 

 
      Corruption Base 0.0678 -0.0430 -0.359 517 

 
Base (0.198) (0.313) (0.219) 

 Constant Base -1.541*** -2.412*** -1.564*** 
 

 
Base (0.142) (0.221) (0.144) 

 
      Terrorism Base -0.478** -0.413 -0.562** 536 

 
Base (0.214) (0.338) (0.221) 

 Constant Base -1.541*** -2.412*** -1.564*** 
 

 
Base (0.142) (0.221) (0.144) 

             
Robust standard errors in parentheses 

     *** p<0.01, ** p<0.05, * p<0.1 
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Table D3: Multinomial Logit with Covariates 

  No Non- Part- Compliant  
VARIABLES Response Compliant Compliant + Refusal N 
           
FATF Base -0.0758 -0.305 0.115 541 

  
(0.308) (0.666) (0.282)  

Company Base -2.500*** -2.586*** -1.074***  

  
(0.372) (0.683) (0.410)  

California Base 0.237 -1.179* -1.202*  

  
(0.792) (0.626) (0.640)  

Nevada Base 1.295* 13.33*** -1.194  

  
(0.759) (1.135) (1.192)  

Delaware Base 1.482* 14.41*** -1.034  

  
(0.827) (0.837) (1.070)  

Wyoming Base 1.806** 0.114 0.292  

  
(0.909) (0.477) (0.850)  

Easy Bus. Base 0.623 12.98*** -0.518  

  
(0.610) (0.676) (0.365)  

Med. Bus. Base 0.905 13.11*** -0.558  

  
(0.592) (0.602) (0.359)  

Constant Base -0.820 -14.50*** -0.607  

  
(0.642) (0.775) (0.477)  

     
 

IRS Base -0.422 0.00451 -0.383 533 

  
(0.327) (0.573) (0.309)  

Company Base -2.069*** -2.742*** -0.954**  

  
(0.457) (0.645) (0.449)  

California Base -0.761 -13.76*** -1.342*  

  
(0.866) (1.072) (0.771)  

Nevada Base 1.855** 1.602 0.104  

  
(0.766) (1.306) (0.809)  

Delaware Base 1.693** 1.961 -16.73***  

  
(0.790) (1.234) (0.553)  

Wyoming Base 0.392 -12.55*** -0.477  

  
(0.949) (1.127) (1.078)  

Easy Bus. Base 0.150 0.530 -0.654  

  
(0.537) (1.181) (0.423)  

Med. Bus. Base 0.394 1.019 -0.130  

  
(0.520) (1.124) (0.377)  

Constant Base -0.730 -2.203** -0.790  

  
(0.604) (1.064) (0.517)  

     
 

Corruption Base 0.0930 0.121 -0.609* 517 

  
(0.303) (0.613) (0.340)  

Company Base -2.137*** -2.545*** -0.169  

  
(0.388) (0.744) (0.687)  

California Base -0.174 0.0331 -0.579  

  
(0.702) (1.638) (0.853)  

Nevada Base 1.367** -14.89*** -13.92***  

  
(0.666) (1.354) (0.537)  

Delaware Base 1.147* 1.845 -14.38***  

  
(0.695) (1.437) (0.560)  
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Wyoming Base 0.966 -11.27*** -0.102  

  
(0.810) (1.124) (1.074)  

Easy Bus. Base -0.00322 0.887 -0.654  

  
(0.494) (1.203) (0.449)  

Med. Bus. Base 0.442 0.892 0.0499  

  
(0.470) (1.135) (0.386)  

Constant Base -0.685 -2.466* -1.573**  

  
(0.506) (1.352) (0.713)  

     
 

Terrorism Base -1.006*** -1.388* -0.851** 536 

  
(0.352) (0.724) (0.341)  

Company Base -2.326*** -3.564*** -0.255  

  
(0.478) (0.838) (0.467)  

California Base -0.539 -2.076*** -0.205  

  
(0.860) (0.686) (0.633)  

Nevada Base 1.545* -1.660** 0.650  

  
(0.803) (0.757) (0.902)  

Delaware Base 0.905 15.06*** -15.87***  

  
(0.892) (0.937) (0.512)  

Wyoming Base 0.0284 16.28*** -0.333  

  
(1.065) (0.810) (1.067)  

Easy Bus. Base -0.344 14.09*** -0.774  

  
(0.604) (0.796) (0.473)  

Med. Bus. Base 0.183 13.88*** -0.0657  

  
(0.534) (0.888) (0.403)  

Constant Base -0.292 -15.10*** -1.489***  

  
(0.652) (0.683) (0.547)  

 
Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Robustness to Selection Model 

Analysis using a selection model again generally corroborates the results reported in the 

main text. Again, information about international law and domestic regulation did not cause sig-

nificant changes in Response or Compliance.  The Terrorism treatment, however, once more 

caused both lower Response rates (p = .002) and lower Compliance rates (p = .020). We also 

note here that the inclusion of covariates produced qualitatively similar results to those reported.  

Coefficients and standard errors for the covariates suggest that company type is consistently and 

highly significant for Response but not for Compliance.  Law firms were significantly less likely 

to reply to inquiries (p = .000) but were no more likely to Comply with international standards.   

Table D4: Selection Model of Response and Compliance for Experiment 2 

   Selection Outcome  Treatments Response Compliance Constant Constant N 

      FATF 0.0183 0.0283 -0.612*** -1.094*** 563 

 (0.113) (0.132) (0.0817) (0.0954) 
 IRS -0.188 -0.194 -0.612*** -1.094*** 553 

 (0.117) (0.140) (0.0817) (0.0954) 
 Corruption -0.0715 -0.211 -0.612*** -1.094*** 541 

 (0.116) (0.142) (0.0817) (0.0954) 
 Terror -0.370*** -0.336** -0.612*** -1.094*** 558 

 
(0.120) (0.145) (0.0817) (0.0954) 

  
Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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