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A Study on the Derivation of the Optimum Taxation Cost Model through the Correlation
Analysis between Tax Evasion and Taxation Cost
— Case of high—-income individual business’ tax evasion —

Jeong, Chang-Yoon* . Park, Ju-Moon**

Abstract: Tax evasion is increasing, but efficiency of tax administration is evaluated as improving. This is
because the taxation cost, which is a measure to judge the efficiency of the tax administration, does not
consider the tax evasion effect at all. This method of estimating the cost of taxation is a dispute that neglects
the role of taxation authorities in tax evasion. The existing study focuses on the development of a tax evasion
model focused on maximizing the utility through the tax evasion of the taxpayer as the tax evasion
approaches the individual ‘s deviant problem. However, this has the aspect of making the role of the tax
authorities in tax evasion negative.

This study empirically derived the optimal size of tax administration in Korea by using tax collection cost and
tax cooperation cost. Also, it is meaningful to consider the role of the taxation authorities in tax evasion and
to derive the optimal taxation cost model by estimating the decrease in tax evasion due to the taxation
expenditure of the tax authorities. In order to derive the optimal size of tax administration in Korea, taxation
cost and tax cooperation cost are derived by classifying tax officials. The optimal taxation cost model was
derived by estimating the taxation expenditure related to tax evasion. This study is meaningful to make it
possible to emphasize the role of tax authorities in studying future tax evasion by studying the effect of
taxation expenditure on tax evasion.
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