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Empirical Evidence of the Discretionary Behaviors of the
Tax Administration: A Korean Perspective

Sim Hyejeong’

Abstract

Does the tax administration exercise discretion in adjusting its tax collection efforts
according to the revenue situation? If so, what are the policies? This paper attempts to
identify the discretionary behavior of the tax administration in a Korean context. To do
so, I estimate the correlation between some variables representing the discretionary
behavior of the tax administration and the tax collection progress ratio. This analysis
shows that there is strong evidence for the discretionary behavior of the tax
administration. This means that the intensity of tax collection efforts has changed
according to the conditions of tax collection. The size of the discretionary behavior of
the tax administration is estimated at 2.9% of total tax revenue (average absolute value
in 1975-2015). The increase in the discretionary behavior of the tax administration can
cause several problems. The fact that a significant part of tax revenue is determined by
administrative behavior rather than by the law should be criticized if we consider the
“no taxation without law” principle. Moreover, the discretionary behavior of the tax
administration can lead to a weakening of the automatic stabilizers by reducing the

sensitivity of the pro-cyclical movement of tax revenue.

0 Key Wotds: The Discretionary Behaviors of Tax Administration, Tax Administration,
Tax Audit, Automatic Stabilizers

F1Y:2024.4.19. 8L 2024.6.7.  ANEEL: 2024. 6. 18.
* Director General of Tax policy analysis division, National Assembly Budget Office in Korea (hjsim
@assembly.go kt)
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I. Introduction

The policy target of the tax administration in Korea has been changing ac-
cording to the particular philosophical, social, and economic climate of the
period. In the Korean developmental period (1970-1980), the key concern
of the tax administration was the financing of revenue for economic proj-
ects led by the government. These government revenue-oriented ap-
proaches achieved several good results by making up the needed revenue
for growing the economy. However, they caused side effects at the same
time. Since the 2000s, the tax authority has been trying to renew tax admin-
istration to a service-oriented approach from the previous revenue-ori-
ented approach. Despite these recent changes, a revenue target is still too
important to be denied. This is because the government may have to con-
sider the supplementary budget to make up for an unexpected revenue
shortfall, or deal with the political burden of an unexpected revenue
surplus.

Some people alleged that the tax authority intensified the tax collecting
efforts (such as tax audits) to make up for the revenue shortfall which was
actually caused by an economic recession and the government’s optimistic
economic forecast in the 2013-2015 period. In fact, it is taken for granted
by some groups that adjusting the intensity of tax-collecting efforts by the
tax authority is part of the mechanics of government when we consider the
government policy mechanism. However, these discretionary behaviors of
the tax administration may cause several problems. The discretionary be-
haviors of the tax administration can lead to the weakening of automatic
stabilizers by reducing the sensitivity of the pro-cyclical movement in tax
revenue. In addition, If the tax authority adjusts the intensity of collecting

efforts according to the revenue condition, this would result in hindering
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the predictability of taxpayers.

Improving the tax administration has been a matter of concern to many
countries. Up to this point, there has been a plethora of research papers on
tax administration. However, it is hard to find out empirical research on the
behaviors of the tax administration. This is partly because of the absence of
good data to deal with the behaviors of the tax. A paper by Koh (1999) is the
only research that approached empirically the tax administration issue.
Koh(ibid) tried to detect the discretionary behaviors of the tax admin-
istration by a tax revenue estimation equation. He added a budgetary tax
revenue (revenue target) or budgetary GDP growth rate as the independent
variables in a tax revenue estimation equation. If a budgetary tax revenue
or budgetary GDP growth rate would have a statistical significance to ex-
plain the tax revenue, these variables affect the tax collecting amount.
According to his estimation result, a budgetary GDP growth rate was sig-
nificant to explain the tax amount, but the budgetary tax revenue was not
significant. Based on this result, he concluded that there is a tendency for
the tax administration to intensify collecting efforts when the budgetary
GDP growth rate is higher than the real GDP growth rate, on the other hand,
the tax administration loosens collecting efforts when the budgetary GDP
growth rate is lower than the real GDP growth rate.

This paper is based on the research of Koh (ibid). However, Koh (ibid) has
a limitation that uses an indirect variable (for example, budgetary GDP
growth rate) rather than direct variables to find some evidence of the dis-
cretionary behaviors of tax authorities. In particular, the research of Koh
(ibid) is not able to give a proper answer for what is the specific measure-
ment of the tax administration that they use in adjusting their tax collecting
efforts according to business cycles.

The purpose of this study is to find some evidence of the discretionary

behaviors of the tax authority. The main questions to be addressed in this
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study are as follows. Does the tax authority use discretion in adjusting their
tax collecting efforts according to the revenue condition? If it does, what
are the measures?

To shed light on these questions, this study selects several proxies that
represent the discretionary behaviors of the tax authority and then con-
ducts a correlation analysis between discretionary behaviors proxies and

tax collecting conditions.
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II. Data and Methodologies

This analysis focused on the relationship between the condition of tax rev-
enue collecting and the discretionary behaviors of tax administration. In
this study, the number of tax audits, the assessed tax amount, tax refunds,
and deferment of tax collection are used as a proxy that represents the dis-
cretionary behaviors of the tax authority. The progress ratio of tax collect-
ing (PRTC) is used as the proxy that represents the conditions of tax
collecting. In this study, the PRTC of June is used. The PRTC of June is calcu-
lated by accumulating the tax revenue from January to June over the budg-
etary tax revenue. Because half of annual tax revenue is collected by June,
the tax authority can estimate annual tax revenue roughly and determine
the intensity of tax collecting efforts for the year the data used in this paper
covers the period 1990-2015. I conducted a regression analysis to confirm
the relationship between the revenue condition and the discretionary be-
haviors of the tax authority. These methods include simple OLS (Ordinary
Least Squares) regression and SUR (Seemingly Unrelated Regression). SUR is
a regression method that is consolidated individual regression equations in-

to one equation. Basic statistics are shown in the comments.D

1) The below table shows the basic statistics of data. BPO6 and BP09 indicate the PRTC of
June and September, respectively. GDP, AUDIT-NUMBER, and AUDITMONEY are used in
terms of year-over-year growth rate.

AUDIT- AUDIT
BP06 BP09 GDP NUMBER _MONEY

Mean 50.37 76.19 0.06 0.06 -0.36
Median 49.30 74.74 0.06 0.09 -0.91
Maximum 57.95 83.60 0.11 0.26 5.20
Minimum 45.46 70.50 0.01 -0.34 -4.32
Std. Dev. 3.28 4.19 0.03 0.19 2.98
Skewness 0.65 0.40 0.00 -1.00 0.81
Kurtosis 3.13 1.86 1.97 2.92 2.48
Sum 755.49 1142.90 0.85 0.94 -5.34
Sum Sq. Dev. 150.67 245.83 0.01 0.50 124.64
Observations 15 15 15 15 15
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[I. The Empirical Evidence on the Discretionary
Behaviors of Tax authorities

1. Does the State of Revenue Affect the intensity of tax audits?

At first, I conducted regression analyses to determine the relationship be-
tween the revenue condition and audit intensity. The dependent variables
are the number of tax audits and assessed tax amount which represent tax
audit intensity. The independent variables are real GDP and the progress
ratio of tax collecting (PRTC). The main concern is whether the PRTC
would have a statistical significance to explain the dependent variables. In
equation (1), y represents the number of audits or assessed tax amount, X

represents real GDP, BP means PRTC.
Alog(y)=a+ BAlog(X)+~y(BP)+e (1)

The result of the analysis is robust. In the results, there is a significant
negative relationship between audit intensity (the number of audits or as-
sessed tax amount) and PRTC. More specifically, If the progress ratio of tax
collecting was increased 1%p from the average, then the auditing number
decreased 2.5~2.7%p.

This result means if the progress ratio of tax collecting was higher than
the average level, the audit intensity became flaccid. Naturally, the audit in-
tensity became tighter when revenue conditions were poorer than the
average level. Therefore, we can tell that there is a tendency for the audit

intensity is vary according to the revenue condition
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[Table 1] Result of Regression

The number of |The number of audits The ratio of assessed
Dependent . tax amount (% of the
. audits of the of the value added .
variable . corporate income tax
corporate iIncome tax tax
amount)
Independent | ), @ ) @ ©) ©
variables
o (©) 1.165 1.301 1.318 1.986 22.836 28.403
(2.885)7| (2.853)7| (2.010) | (2.523) | (3.558) | (4.141)"
1.981 2.095 0.373 1.677 0.320 0.383
9 dogGDP) | 154z | (1310) | (0.143) | 064D | (22897 (2837
-0.025 -0.027 -0.448
~ (BPOG) 2030 (1087 (3351
, -0.018 -0.028 -0.369
7 (BPOY) (-2.893)" (-2.500)" (-4.10D™
R? 0.27 0.27 0.24 0.33 0.40 0.46
D.W 2.55 2.65 1.97 1.92 2.17 1.99
Analysis period| 1990-2015[1990-2015|1999-2015| 1999-2015 | 1990-2015|1990-2015

Note: 1. The value in () indicate t-statistic value

2. The symbols * ** and ** indicate statistical significance at the 10, 5, and 1
percent levels, respectively

[Figure 1] The number of auditing and PRTC
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2. Does the Tax Administration Adjust the Amount or Timing of VAT

refunds according to the Revenue Situation?2)

In this section, I illustrate an analysis to confirm whether the tax admin-
istration adjusts the timing or scale of VAT refunds according to revenue
conditions. The hypothesis is as follows. When the PRTC is lower than the
average with an unanticipated economic slump, the tax authority tries to
carry over VAT refunds to the next year to make up tax revenue. On the
other hand, if the PRTC is higher than the average with an unexpected eco-
nomic expansion, the tax authority tries to encourage an earlier VAT re-
fund to smooth out inflated revenue. Therefore, the scale of the refund will
be smaller than average when the PRTC is lower than the average.
Meanwhile, the scale of the refund will be larger than average when the
PRTC is higher than the average. It is expected that the tax authority’s ad-
justment of refund timing is usually determined at the last of the year.
Therefore, the analysis time period focuses on the last quarter of the year.

As aresult, I found a positive correlation between the scale of VAT refund
and the PRTC ([Figure 2]). When the PRTC was lower than the average, the
scale of VAT refund in the 4th quarter was smaller than average, on the oth-
er hand, When the PRTC was higher than the average, the scale of VAT re-
fund in the 4th quarter was bigger than average. Thus, we can tell there is
a tendency for the tax authority to try to adjust the scale or timing of the

VAT refund according to revenue conditions.

2) Korean Value-added tax law specifies the application the zero-tax rate on the ex-
portation of goods and services to promote export. Therefore an exporter can receive a
VAT tax refund for the exportation of goods and services.
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[Figure 2] The scale of VAT refund and PRTC
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Note: Horizontal axis indicates PRTC of Note: Blue bar indicates PRTC of June

June (Difference from average rate). (Difference from average rate). Yellow
Vertical axis indicates the ratio of bar indicates the ratio of VAT refund
VAT refund to the total VAT amount to the total VAT amount (Difference
(Difference from average ratio) from average ratio)

3. Is the Deferral of Tax Collection also used as a means of
Reducing the Gap between Real revenues and Budgetary

revenues?

The National Tax Collecting Act enact provisions for deferment of tax col-
lection (Article 15 of NTCA). If it is impractical for a taxpayer to pay taxes
due to any following causes,3) the tax administration may defer the collec-

tion of tax payments due. The causes to be allowed for deferring tax pay-

3) 1. If a great damage or loss has inflicted on the taxpayer’s property due to theft or disasters;
2. If a conspicuous damage or loss has inflicted on the taxpayer's business;
3. If the taxpayer's business is in a serious crisis;

4. If the taxpayer or his/her dependents have to receive long term medical treatment because
of serious injuries or diseases;

5. Where a procedure for mutual agreement under the Adjustment of International Taxes
Act (hereinafter referred to as “procedure for mutual agreement”) is in progress:
Provided, That this case shall be subject to the special case of deferment of collection
as provided for in Article 24 (2), (4) and (6) of the same Act;
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ment are great damage or loss of taxpayer’s property. Now the question is
this. Has the deferment of tax collection been used not only for its statutory
purpose but also as the means for reducing the gap between real revenue
and budgetary revenue? If this is the case, the correlation between the rev-
enue condition and deferment amount should have a positive correlation.
This is because the revenue condition has improved, and then the tax ad-
ministration has the incentive to determine the deferment positively.
Conversely, if the revenue condition worsens, the tax administration also
has the incentive to determine the detriment negatively.

I conducted regression analyses to determine whether the condition of
revenue affects the scale of the deferment amount. The dependent variable
is the ratio of the deferment tax amount in response to the total determent
tax amount. The independent variables are real GDP growth and the prog-
ress ratio of tax collecting (PRTC). The main concern is whether the PRTC
would have a positive significance in explaining the dependent variables.
In a result, I confirmed that there was a positive correlation between the

revenue condition and the scale of the deferment amount as expected.

y=a+BX+~(BP)+e, 2)

where y, 3, and BP indicates deferment tax amount to the total de-

termined tax amount, real GDP growth rate, and PRTC, respectively
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[Table 2] Result of Regression

Dependent variables The ratio of deferment amount
P (% of the total determined tax amount)
Independent variables (1) 2
-4.268 -2.786
«© (-1.281) (-0.697)
0.304 0.318
# (GDPR) (2.283)" (2.224)"
12.535
v (BPOG) (1.857)
, 6.279
10.427 10.226
D98 5.437)" (4.998)"
4321 4.501
bo9 5.437)" (2.853)"
R? 0.73 0.69
D.W 2.04 1.93
Analysis period 1996-2015 1996-2015

Note: 1. The value in () indicate t-statistic value
2. The symbols *, *, and ™ indicate statistical significance at the 10, 5, and 1
percent levels, respectively

[Figure 3] Deferment of tax collection and PRTC
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Note: Horizontal axis indicates PRTC of June (Difference from average rate). Vertical
axis indicates the ratio of deferment tax amount to the total tax amount
(Difference from average ratio)
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In addition, I decomposed the deferment ratio according to business
cycles. In a result, the deferment ratio was rather low in an economic re-
cession, and it was rather high in economic expansion. If we look more
closely when we exclude two economic crises (1998, 2009) in the scope of
the study, the deferment ratio was higher than average in the economic ex-
pansion (1999-2002, 2006-2008), on the other hand, the ratio was lower
than average in an economic recession (2003-2005, 2012-2014).

[Figure 4] The deferment ratio in business cycles

(unit: %)

Average3.9%

96 97 o8 99 oo o1 02 o3 oa os o6 o7 o8 o9 10 11 12 13 1a

Note: Bar graph indicates the deferment ratio, that is, the ratio deferment amount to
total determined tax collection. Business cycles are divided into two main phases:
a recession phase, characterized by negative GDP gap changes, and an expansion
phase, characterized by positive GDP gap changes. The shadow indicates
economic recession

4. Seemingly Unrelated Regression (SUR) Analysis

In this section, I used SUR analysis to estimate the correlation between the
condition of tax revenue collecting and the discretionary behaviors of tax
administration. The first model is a consolidated equation that consists of

the number of audits on corporate income tax and the number of audits on
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VAT. The second one is a consolidated equation that consists of the ratio of
the assessed tax amount and the ratio of the deferment tax amount. In ad-
dition, each equation has its own dependent variables of OLS regression.
The results of the SUR analysis are very similar to the results of simple
OLS regression. The results can be seen in [Table 3] which shows that there
is a significant negative relationship between audit intensity and PRTC.
Therefore, we can deduce that there is a tendency for the audit intensity is
vary according to the revenue condition. As expected, there was a positive
correlation between the revenue condition and the scale of the deferment
amount. This result means that the tax administration has been using the
deferment of tax collection as the means for reducing the gap between real

revenue and budgetary revenue.

[Table 3] Result of SUR: The number of auditing

Dependent The number of audits The number of audits
variable (corporate income tax) (value added tax)

Independent ) | ) | @ | @ |l 0| @ | 6 | @
variables
. © 1153 | 0983 | 1302 | 1065 | 1280 | 1249 | 1923 | 1721

28107 3637 7797 | 2263°| (163°| 1787 70D°| (610
1.99 2.09%4 0414 1.603
# AGDD | (1 ) (1670 0179 0679
(BPOG) -0.025 . -0.019 ) -0014 . -0.026 ) -0.025 )

! (2880 | (2322 (2229 | (2150)°| (-2.26)

/ -0.018 -0.026 | -0.023
v (BPO9) (282" 2684 | 26817
R? 0.25 0.18 0.25 0.16 024 0.24 033 031
D.W 255 271 264 2.79 1.97 1.98 193 1.95
Analysis 1990- 1990~ 1990- 1990~ 1999- 1990- 1999- 1990-
period 2015 2015 2015 2015 2015 2015 2015 2015

Note: 1. The value in () indicate t-statistic value
2. The symbols ", *, and ™ indicate statistical significance at the 10, 5, and 1
percent levels, respectively
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[Table 4] Result of SUR: The tax amount

The ratio of Assessed tax amount

The ratio of deferment amount

Depfandent (% of corporate income tax (% of total determined tax
variables
amount) amount)
Independent (o) | g | @ | 0 | @ | 6 | @
variables
o ©) 22478 19.494 28.135 22.370 -3.767 | -4.632 -2.435 -3.655
(37497 | (3.008)"| (4378)"| (3.149) | (-1.063) |(-1.294) |(-0.580) |(-0.867)
0.299 0.374 0.135 0.145
# (GDPR) | o3y 2.961)" (0989) 0.991)
-0.440 -0.381 0.138 0.168
7 BPOO) | (3 600 | (2069 o) | 2379
, -0.366 -0.290 0.073 0.098
7 (BPO9) (4335 | (311" 1276 | (784
D98 9.076 N 8.335 . 8.651 . 7.789 _
4470 | (G125 | 4.078) | 4589
R? 0.39 0.25 0.46 0.27 0.53 0.51 0.50 0.47
D.W 2.20 2.67 2.00 2.61 1.92 2.00 1.70 1.74
Analysis 1990- | 1990- | 1990- | 1990- | 1996- | 1996- | 1996- | 1996-
period 2015 2015 2015 2015 2015 2015 2015 2015

Note: 1. The value in () indicate t-statistic value

2. The symbols * ** and ** indicate statistical significance at the 10, 5, and 1
percent levels, respectively
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IV. Impact of Discretionary Behaviors of Tax
Administrations

We confirmed there is a strong relationship between revenue condition and
the tax authority’s tax-collecting efforts. What are the implications of this
result? If the tax administration lets the collecting efforts loose when the
revenue surplus is expected with unanticipated economic expansion, this
tends to decrease tax revenue. On the other hand, if the tax authority
strengthens the collecting efforts when an unexpected revenue shortfall is
expected, this tends to increase the severity of a recession.

In this section, I tried to estimate the effects on the tax revenue and eco-

nomic stabilization

1. Impact on the Tax Revenue

How much effect do the discretionary behaviors of the tax authority have
on the tax revenue? This section estimates the scale of the discretionary
behaviors. To do this, I estimate the potential tax revenue(T"). Potential rev-
enue reflects collectable revenue when the tax administration’s discre-
tionary behaviors are excluded. The gap between potential revenue and re-
al revenue is the scale of the discretionary behaviors of tax administration.

The timing for the tax authority can estimate annual tax revenue roughly
and determine what the intensity of tax collecting efforts might be after
June. With this assumption, Potential tax revenue is calculated by the equa-
tion (3) or the equation (4). The equation (3) refers to the accumulated tax
revenue of the first half of the year over the average PRTC of June
(1975-2015). And the equation (4) refers to the accumulated tax revenue of
September over the average PRTC of September (1975-2015). These esti-
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mation methods suppose that the collecting progress pace until June or

September will maintain until the end of year.

T* = tog \/506 (3)

T = tog \/509 4

In the equation (3), 7" indicates potential tax revenue, t,; refer to accu-
mulated tax revenue from January to June. rp,; refers to the average of
PRTC of June during 1975-2015.

In the equation (4), t,, refer to accumulated tax revenue from January to
September, rpy, refer to the average of PRTC of September during
1975~2015.

[Figure 5] Effects on the tax revenue from the discretionary behaviors of the tax authority

(Lll'lit: % of total tax revenue)

™ calculated by PRTC of June

calculated by PRTC of September

1 M2 13 14 15

-15.0

Note: The scale is calculated by (real revenue-potential revenue)/potential revenue
Positive (+) bar indicates that real revenue was greater than the potential revenue
(the year when the collecting efforts was tightened), negative (-) bar indicates that
real revenue was smaller than the potential revenue (the year when the collecting
efforts was loosened)
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The scale of the discretionary behaviors of the tax administration is esti-
mated at 2.9% of total tax revenue (average absolute value in 1975-2015). In
detail, the amount is estimated at 2~3% of total tax revenue at the lowest es-
timate, 6~7% of total tax revenue at the highest estimate.

Another finding is the following. The scale of discretionary behaviors was
even bigger rather than decreasing after mid-1990, despite the tax author-

ity’s official purpose change (mentioned earlier in the introduction).

2. Impact on the Economic Stabilization

The discretionary behaviors of the tax administration can affect economic
stabilization. Automatic stabilizers that are caused by pro-cyclicality of the
tax revenue stabilizer the economy without interference from the gov-
ernment. During an economic boom, tax revenue is higher and in a re-
cession tax revenue is lower, not only in absolute terms but as a proportion
of national income. As a result, tax revenue is expected to act to dampen
fluctuations in real GDP. Meanwhile, the discretionary behaviors of the tax
administration can result in negative effects on economic stabilization. If
the tax authority tries to intensify collecting efforts to make up the revenue
shortfall when a country encounters an unexpected recession, this tends to
increase the severity of the recession. If the tax administration tries to lose
collecting efforts with revenue surplus when a country encounters an un-
expected economic boom, this tends to increase (opp. Pull back) on ag-
gregate demand. Therefore, the discretionary behaviors of tax admin-
istration tend to increase the scale of the fluctuations in GDP.

[Figure 6] shows the trend of discretionary behaviors decomposed by
economic phases. According to [Figure 6], the intensity of collecting efforts
is stronger in a recession, and the intensity of collecting efforts is weaker in

an economic expansion. In detail, during an economic recession (82~85,
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92~93, 96~98, 03~05, 13~15) the real tax revenue was higher than potential
revenue, and in an economic boom (00~01, 07~08, 10~11) real revenue is

lower than potential revenue

[Figure 6] The scale of the discretionary behaviors of the tax authority in business cycle

150

= calculated by PRTC of June

100 calculated by PRTC of September

oo I o, I . I II[ | I — Il ‘ I||- _— _Jll —— III
203N | B ek (3] hom Bk I 0235 04 03 o l r . I= 15 14 28

-1s.0

Note: Positive (+) bar indicates real revenue surplus the potential revenue (the year when
the collecting efforts was tightened), negative (-) bar indicates teal revenue was
smaller than the potential revenue(the year when the collecting efforts was
loosened). Business cycles divided into two main phases: a recession phase,
characterized by negative GDP gap changes, and an expansion phase,
characterized by positive GDP gap changes. The shadow indicates economic
recession

As mentioned before, tax revenue acts to stabilize business cycles by in-
creasing higher than GDP growth in an economic boom, and decreasing
lower than GDP growth in a recession. These effects can be measured by tax
buoyancy. Tax buoyancy is an indicator to measure efficiency in response to
GDP growth. A tax is said to be buoyant if the tax revenue increases higher
than the GDP growth. Up to this point, this paper has examined the tax
buoyancy of the real tax revenue and the potential tax revenue, respectively.
If the potential tax revenue’s buoyancy is higher than the real tax revenue’s
buoyancy the function of tax revenue as an economic stabilizer weakens.

Tax buoyancy is calculated by the equation (5) and the (6). Where G in-

dicates nominal GDP, T indicates tax revenue.
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xt:(Tt/T(t—l)*l)/(Gt/G(t—l)*l)

®)

©)

The results can be seen in [Table 5] which shows that the potential tax buoy-

ancy is higher than the real tax buoyancy in every period. From 1975-2015, the

difference between the potential tax buoyancy and real tax buoyancy was

-0.21, which is statistically significant. This result means that the discretionary

behaviors of the tax administration have led to the weakening of automatic sta-

bilizers by reducing the sensitivity of the pro-cyclical movement of tax revenue.

[Table 5] Tax buoyancy
1970s 1980s 1990s 2000s 2010s 70-15
Real tax (A) 1.13 1.04 1.47 1.19 0.87 1.09
Potential tax (B) 1.24 1.04 1.60 2.37 1.38 1.30
Difference (A-B)| -0.11 0.00 -0.13 -1.18 -0.51 '?'721 -

Note: 1. The value in () indicate t-statistic value
2. The symbols ", 7, and ™
percent levels, respectively

[Figure 7] Nominal GDP growth and Tax revenue increase rate

indicate statistical significance at the 10, 5, and 1

(unit: %)
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V. Why Does This Matter, and What Should Be Done?

We confirmed that there is a significant relationship between revenue con-
ditions and the intensity of tax collection efforts. This means that the tax
administration adjusts its behavior according to the revenue conditions.
Meanwhile, due to the view that discretionary behaviour is the responsi-
bility of the tax administration, discretionary behavior is taken for granted.
If the unexpected revenue shortfall cannot be made up, the result is the
supplementary budget. In this case, administrative costs may be increased.
However, despite the unavoidable circumstances, the discretionary behav-
ior of the tax authority can lead to several problems. First of all, the fact that
a considerable amount of tax revenue (2-7% of total tax revenue) is de-
termined by administrative behavior rather than by law should be criticized
if we consider the “no taxation without law” principle. Moreover, the dis-
cretionary behavior of the tax administration can lead to a weakening of
automatic stabilizers by reducing the sensitivity of the pro-cyclical move-
ment of tax revenue. In addition, collection efforts should be consistent re-
gardless of whether the revenue situation has changed from the forecast. If
the tax authority adjusts the intensity of the collection effort, this would
have the effect of reducing the predictability of taxpayers.

In order to reduce the discretionary behavior of the tax administration,
the following suggestions are made. First, the transparency of tax legis-
lation and administration should be increased. To this end, ambiguous
clauses in the tax code should be revised to be more specific and clearer in
order to prevent discretionary interpretation of the tax code by the tax
administration.

Tax administration has been reduced in recent years due to the democra-

tization of tax administration, but further analysis using more recent data



Empirical Evidence of the Discretionary Behaviors of the Tax Administration 21

is expected in a follow-up study

Second, the accuracy of tax revenue estimates should be improved. This
will not only prevent the loss of tax revenue caused by underestimation, but
also reduce the abuse of taxpayers' rights caused by overestimation.
Third, a scientific and systematic approach to the tax audit system is
required. To this end, it is necessary to introduce sampling audit for the de-
velopment of strategic audit planning, and to strengthen the degree of
criminal tax audit and the punishment of tax crimes in order to achieve the
purpose of the tax audit system. In addition, the tax audit procedure needs
to be regulated by the law of the National Assembly rather than by the in-
ternal regulations of the tax authority.

However, this analysis is limited by the fact that it uses data from
1990-2015 and does not reflect recent developments. It is assumed that the
discretionary behavior of the tax administration has decreased in recent
years due to the democratization of the tax administration, but further

analysis using more recent data is expected in a follow-up study.
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Is the Government’s Technology Innovation Support Policy
for SMEs More Effective Than Other Policy Measures?
: A Comparison of Effectiveness Through Meta-analysis

*

Juil Kim™ Yi-Joong Won™" Geun-Ju Jung "

Abstract

With SMEs playing a significant role in employment and economic growth in Korea,
they hold a crucial position in policy considerations. Consequently, the government has
actively implemented various policies to support SMEs growth. Among these policies,
support for technological innovation is recognized as vital for addressing market
failures. However, there is a lack of systematic and comprehensive comparisons
between the effectiveness of technological innovation support and other policy
measures. To address this gap, this study employs a meta-analysis to compare the effect
sizes of different policy instruments supporting SMEs. The aim is to establish an
optimal portfolio of SMEs support policies by evaluating their effectiveness from a
performance-based budgeting perspective. The meta-analysis includes 34 domestic
publications and a sample size of 10,501. The findings indicate that the effect of
technology innovation support is smaller compared to support for other sectors or
comprehensive support that does not specify any particular field. Therefore, it is
essential to identify improvement measures by analyzing factors contributing to the
relatively smaller effect of technological innovation support. Furthermore, efforts
should be made to construct an optimal policy portfolio based on performance-based

budgeting, requiring additional verification of the effects of each policy instrument.
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2000 2005 2010 2015 2020 2023
71934 | 13,716,064 | 13,670,214 | 13,346,797 | 12,796,169 | 11,857,169 | 11,198,424
SUE -0.3 -24 -4.1 -7.4 -5.6
g BAH FUSEAT AHEFLEL JH 7|EA= giu)
[E 9] M0} 2= 50|
@ 3, %)
2000 2005 2010 2015 2020 2023P
ZAYot 640,089 | 438,707 | 470,171 | 438,420 | 272,337 | 230,000
SUHE -34.5 7.2 -6.8 -37.9 -15.6
-3 301,424 | 225,090 | 235473 | 228,637 | 149211 138,300
STE -25.3 4.6 -2.8 -34.7 -7.3
-EA 269,587 | 167,881 | 181,763 | 166,119 97,828 74,400
SUE -37.7 83 -8.6 -41.1 -23.9
-AA oA | 66,969 42,025 49,900 42 443 25,177 17,300
SUHE -37.2 18.7 -14.9 -40.8 -313
d: BAH AFEFRAL 202392 FAHX(EEES A 7|2A: )
[E 10] 2l 74 50|
&: A, %)
2000 2005 2010 2015 2020 2023P
Z9l 332,090 | 314,304 | 326,104 | 302,828 | 213,502 | 193,673
SUE -5.4 3.8 -7.1 -29.5 -9.3
g BAA AF5FRAL 202392 A GEHES 24 71&2Ax y)
[E 11] =& 04 = 30-35A| 0|4 HIZ 0|
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2000 2005 2010 2015 2020 2022
304 o4k 10.5 20.5 32.3 453 50.1 55.6
35A4] o4 1.7 3.1 5.7 9.5 14.2 16.2
g BAH ALSFRA



[& 12] ZICHE 014 Mojn| &g 0|

@ %)

2000 2005 2010 2015 2020

20~24A 88.3 93.5 94.3 95.5 97.4
25~29A 39.3 58.3 68.4 72.5 81.6
30~34A 10.2 18.4 28.8 33.2 43.7
35~39A] 4.2 7.3 12.5 17.0 219
40~44A 2.5 3.5 6.0 10.0 13.7

AR BAA ATFFHZIRAL 2% QATFALY bro] A2 eolH
B 13] 4-HEHE M2 217203 F0|
(F9): )
0|5
=Xt o4 Xt

20~24K| 25~29M 20~24M| 25~29A

2000 4,876 12,746 12,995 -3,675
2001 2,467 4,691 10,905 -9,246
2002 6,467 -1,962 10,329 -10,540
2003 2,894 3,848 12,612 -4,365
2004 4,628 919 11,792 -4,121
2005 5,235 1,402 12,839 -2,637
2006 6,717 4,269 14,031 -633
2007 6,161 7,224 13,648 -407
2008 5,101 6,390 11,837 259
2009 5,074 5,524 11,009 403
2010 2,884 2,453 9,181 -2,537
2011 3,754 3,632 9,175 -954
2012 4,889 4,617 11,157 1,144
2013 4,731 3,980 10,901 1,367
2014 5,662 5,398 12,674 2,566
2015 4,270 2,277 10,401 842
2016 5,571 3,722 12,009 1,261
2017 6,552 6,041 14,622 4,740
2018 6,190 7,867 17,791 7,493
2019 7,932 9,622 20,588 9,424
2020 6,967 8,285 20,868 8,703
2021 6,794 6,329 18,541 3,856
2022 11,971 11,353 23,408 6,957
2023 9,980 9,963 19,260 7,002

AR BAY Tl
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3H M3=

[F 14] Al- =8 25~29M| | 0]

2005 2010 2015 2020 2023
A=t 104.39 105.64 108.71 112.12 110.6
A& 99.78 98.17 97.69 97.01 92.47
FAk 105.34 105.7 107.58 111.11 106.8
o+ 102.56 103.7 119.98 118.21 112.21
Q1 104.93 105.64 106.5 110.45 108.66
FF 99.64 102.72 104.5 109.81 109.47
ik 101.9 103.41 112.1 114.77 113.64
24 106.96 111.74 124.58 128.96 132.39
A& - - 102.67 97.24 99.73
71 101.48 104.21 107.32 113.04 113.46
sl 111.55 117.77 127.5 131.79 129.94
5 111.17 111.84 117.81 132.43 129.26
9 118.75 118.4 117.02 126.11 130.47
qE 112.63 115.1 113.53 117.38 119.19
g 116.89 119.04 115.82 125.77 127.4
A& 111.47 114.78 124.93 131.57 134.88
Al 106.66 112.07 118.4 124.04 126.7
A5 105.68 105.58 108.94 111.19 110.22

g A FUSEALGAF(GH] 12098 o2 #2 24 #7))
H 15] A|- £ 30~34A| AdH| 30|

2005 2010 2015 2020 2023
A=t 104.17 103.98 104.81 107.78 110.25
A 107.45 102.46 100.85 99.6 100.42
FAk 102.94 104.47 104.48 105.92 107.62
o+ 98.26 99.57 101.77 115.47 116.52
o1 102.79 105.64 104.97 107.81 109.59
TF 99.96 99.45 101.97 105.2 108.79
ik 101.25 99.46 102.66 113.68 114.49
24 96.51 106.61 110.57 118.46 122.65
A& 94.13 95.39 95.89
71 100.5 101.41 103.64 107.51 111.01
sl 109.2 105.97 109.91 115.77 118.16
5 106.36 107.61 109.05 11691 126.92
9 112.39 113.32 115.5 1183 122.3
A& 108.34 108.14 108.8 108.19 111.95
A 113.63 112.67 112.37 110.63 114.22
A& 107.45 109.79 110.91 120.2 123.44
Al 103.57 106.56 108.65 112.81 116.44
A= 102.61 106.11 103.67 103.99 104.99

g A FUSEALGAF(GH] 12098 o2 #2 24 #7))



H 16] 35| 0|2t0f Q15 35~39M| REHR K| B E4t XA 5=

() )
T S X 5
2000 1.71Y
2005 1.50
2010 1.83
2015 1.84
2020 1.75
1) 20009 BAE B 291 Afo] HAEA ot 354 o4 EOJX}E 2o QS wEbA
354 mlgk &< } gdo =R g g A FAA e IA JARS 7ol S
2

Az BAY AFFAFEA 2% AFAY vlol2 o]
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Why Did Low Birth Rate Counterplan Fail?

Kim Jiyeong’

Abstract

This study subdivided low birth rate issue into four policy issue types: delay in marriage,
decrease in marriage, decrease in childbirth, and population migration. By redefining
social issues and policy agendas as substantive policy issues and cognitive policy issues,
respectively, it classifies substantive and cognitive policy issues and tools of the Basic
Plan for Aging Society and Population by order relates to four policy issue types.
Through this approach, this study examines the flow of substantive policy issues,
cognitive policy issues, and the associated policy tools.

The analysis showed that substantive policy issues, limited to delay in marriage and
decrease in childbirth until the establishment of the second plan, expanded to decrease
in marriage and population migration after the establishment of the third plan. Yet,
these issues were not reflected in cognitive policy issues and policy tools. Moreover,
regardless of the substantive policy issues, the proportion of policy tools addressing
decrease in childbirth exceeded half, and policy tools that were less relevant to the four
policy issues accounted for a significant proportion of the all policy tools.

It is necessary to recognize the decrease in marriage and population migration as
policy issue and develop policy tools, for establishing the 5th Basic Plan for Aging
Society and Population. Fundamentally, it is critical to identify and to address structural
problem that deviates the cognitive policy issues and policy tools from the path of
substantive policy issues.

0 Keywords: Low Birth Rate, A Policy Agenda, Policy Tools

* A reporter with the Etoday, Completion of Ph.D. program at Chungnam National University Graduate School
of National Public Policy
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M. F2UH9 A7) F4 34 2 78 83
1. 4R FLN| BN 242

A2 FAA A= I, AFAE, SAEECZ Ao glon, THA|H2 2018
| 2% 5309014 2022 2% 5,646 U0 & F75k= FAlolt 2022 72
2 Z2QUE ZUIA7H 1% 9,862 U(77.4%)E 7P Bl 7]1E-2 1,718 4(6.7%)
Fo|t}, IA|ASE= 20184 24,273,77070014 20224 23,441,59274 0.2 Aot
=, ol ZHQIE A7 20184 tiH] 852,3777 AT Aol 2 YQIo R
285131tk

[E 2] FRIM| DRMICHEE OhM| i3

A AL ApAflf
Al Ol | AIAER | SRR | A | MR APAR SR
2018 |24:273.770|20.459.776|3,297,600| 516,394 | 20,530 | 1,807 | 3.778 | 14,944
(100.0) (84.3) (13.6) (2.1)|(100.0)| (8.8) | (18.4) | (72.8)
2019 23,793,954/ 19,706,526|3,537,021| 550,407 | 21,784 | 1,743 | 4,040 |16,001
(100.0) (828 (149 (2.3)|(100.0)| (8.0) | (18.5) | (73.5)
2020 23,417,603 19,598,989|3,293,510| 525,104 | 21,665 | 1,727 | 3.836 |16,101
(100.0) ®3.7)| (141 (22)1000)| ®0) | (17.7) | (74.3)
Sop1 | 23454.829/19,771,675/3,137.069| 546,085 | 23,273 | 1,739 | 3947 |17.587
(100.0) (84.3)] (134 (2.3)[(100.0)| (7.5) | 17.0) | (75.6)
2002 | 23:441,592/19,607,399|3,244,529| 589,664 | 25,646 | 1,718 | 4,066 | 19,862
(100.0) (83.6)| (13.8)| (25)|(100.0)| 6.7) | (159 | (77.4)

% 2018~20209 AJLES AR FEE, WA FEE, ALY FAY
AR PRAAR, APAFAAL,, 2 W

F 219 248 oA (2018W)7HA] AN FRIAlE 191 71 4= 7 1ol whet AT A
AT} BtH e Z7beh= AT T8 2020~2021E Z2UH 95 20 A]

19) 202149 HAHA o]A 9] FHIA| AAF-S5E-2 200349 HA91¥Y 16,049,635, H}tH 67,720
uiaklof| A 20108 TAIQIY 18,408,223, Fbol 85,0529, 20154 A9 19,539,204,
Ryl 119312919+, 20184 IAIQ1Y 20,459,776, Bkl 180,689W 01 © & Z713519]ch.
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15 A EAE FAOE AUALARAOR AR FUA AHE HFH o
Z830o] et v 1 eat St e g Aol ik, e 202020219 HIE:
A9 HAALS 20199 e Z7H0.999F 1.00 S50l BT 0,99}
1.00 45201,

ZHRAE FRIA 100% HHS A 52 05 8ot A7 AP EA| 2] 739 7HAE

0.96 5502 ZHA3}9ch ¥l o] 5 APUAA TS A9l Lol 2] AR <)
SR} Rl 201993} 1|55 5501 AL ORE S71eE Ao Vehde

I 3] 7HQHE F2UA| 2HM| 2924(2019~20214)

o1 A
(2019 CHH| (019 CHH])
2019 2020 2021 | 2019 | 2020 | 2021 |2020|2021|2020{2021
A 19,706,526 19,598,989 | 19,771,675 |174312|172,735|173.917| 0.99 | 1.00 | 0.99 | 1.00
A& | 3,712,775 3,791,127 | 3,782,296| 17,925| 18,264| 18,189| 1.02 | 1.02 | 1.02 | 1.01
HAF | 1,275605| 1278583 | 1,294,164 | 12,404| 12,397| 12,519] 1.00 | 1.01 | 1.00 | 1.01
o7 | 891,355| 901,242 903,853 8952| 9,043| 9064|1.01|1.01]1.01|1.01
o1 | 1,022.646| 1,042,526| 1,055680| 10,094| 10,448| 10,611| 1.02 | 1.03 | 1.04 | 1.05
| 527,143 536948| 545221| 5,272| 5402| 5481]1.02(1.03|1.021.04
od | 538590 547,057| 547300| 5.421| 5498 5,439|1.02|1.02|1.01|1.00
SAF | 425617| 431254| 433342 4287| 4339 4356|1.01|1.02(1.01|1.02
AlE | 118912 125312 133,736| 837/ 882| 940/ 1.05|1.12(1.05]|1.12
B7) | 4955903| 5,117,899 5,278,255| 47,676| 49,221| 50,660 1.03 | 1.07 | 1.03 | 1.06
Y| 620588 627654 G34656| 6239 6273| 6363|1.01|1.021.011.02

AL Sy

5| 633351 646786 663,706| 6374 6502| 6644|1.02|1.05|1.02 | 1.04
9| 860,170 869,185| 774853 8540 8635 7,683|1.01(0.90 | 1.01 | 0.90
AR | 707342 709218| 714,093| 7,112 7111 7,162/ 1.00|1.01|1.00|1.01
A | 785340| 796410 751,947| 7.853| 7.991| 7,524/ 1.01|0.96 | 1.02 | 0.96
AR | 1075574 596635| 661,859 10824 6,004| 6,658|0.55 | 0.62 | 0.55 | 0.62
A | 1308444 | 1326,524| 1339443 | 13,133| 13,317| 13,202| 1.01 | 1.02 | 1.01 | 1.01
AF | 247171 254629| 2572711 1370| 1410] 1421]1.03|1.04|1.03|1.04
o Hael 7]&9]

Am: PAHPAR, AIAEAA, 2 dx
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71 5ol RSB B2 Fshe SRt ARR22) ARA] o] Basital QA E= A

disiAe Agejsle] 9 28S Aol APAIE AT 4= ATHATAIS AP, A4

ZA4R). Z2H199F 22 A9 S
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oo ok

20) AgA EA Q] AGA BITA] HEERY/ A vlbA] GEARH(15-2-7) A JH 27
et Al = FERIA Aol dfsf A2 o] lo] bR F=RIAS) T TRk E2lste] whefe 4= Qict.

21) ERPAFL APA A1 AL S8 AAAGAER] 2192 It A7 |98 o= |3, AL
SIAL, ARJAL 5ol thet AGA e A el S ST ATH R ATAPE 542, 2020. 2. 5.).
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Fofj 22| E0] o]FolZlth
2020~2021°] A4 Z2H19 FE-Z I3 94| 7 A7 A2 0 & A%
WS [ 415 5ol FRAT 5= Qlet. 2o o F9A] 72 20199 1,999,166
2, 1,247kl A 2021 90= 3,608,6537, 31,3637t 0.2 A= o] A4=

1740 A2 25,28 S7F5IAT. 1| of et RN A 227 S A9 F

ol

H 4] Z3|0f] 2feh =M Z4H

12H2019~20213)

r

(TS A, k)
U Rl
(2019'A CHH()|(2019\A CHHI)
2019 | 2020 | 2021 | 2019 | 2020 | 2021 | 2020|2021 | 2020 | 2021
A 11,999,166|3,387,714|3,608,653| 1,247 | 31,611| 31363| 1.7 | 1.8 254| 252
AL | 412485 561,569 619,226] 79 152| 201 1.4 | 15 19] 25
FAE 84,046 106,195| 107,762| 27 34 3313 |13 13| 13
o7 | 118,087| 255509| 263,211| 89 | 9,163| 5388| 2.2 | 2.2 |103.3| 60.7
old | 127,281] 161,068 152,183 606 | 699 611 1.3 | 1.2 12| 10
g+ 40990| 43880 45,168 7 7 8 1.1 | 1.1 1.1 11
oA 48909 55313| 54,948 8 14 470 1.1 | 1.1 17| 58
iy 20,007| 28260| 30970 3 5 5 14 | 15 4] 15
A& 10,179| 15499| 17,460 2 2 3l 15 | 1.7 15| 17
A7) | 457478| 608643 582,891 275 | 3,719| 2,129 13 | 13 | 13.5| 7.7
& 42304| 84,607 108381 71 179 2977| 2.0 | 2.6 [249.6(413.1
=5 62,706| 75391| 76848 12 18 97| 1.2 | 1.2 15| 84
23 | 102564] 112485 215983 17 78| 183 1.1 | 2.1 47/109.8
a5 73,120 106687| 106807 20| 639 673 1.5 | 1.5 | 31.3| 33.0
A | 115144| 124820| 172773 23 25 82| 1.1 | 15 11| 359
A= 85,062 663,686 673486| 17 | 11,447| 12,810 7.8 | 7.9 |672.5|752.5
A 173,381| 337,541| 333,446 38 | 3692 3591 1.9 | 1.9 | 96.3| 93.7
A= 25423 46561 47,1100 17 119 130] 1.8 | 1.9 70| 77
Az YAPAR, AGAFTAAYL, 4 v

214 ey
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AR FRIA S-S A5H QT‘% o] F I F=2] 2folof 200%F 285t HEEE AT
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2349101 200%91 46949 HHA0] HFE]E ko r | S22 2020W 9 50%E
A s}o]26) 20221 of] 88T O] H G E] & HIotTE -8 A2 2021 W K- 71E F

A ZHS A5 ot 20239 BB HA] APgol A= HEEE B ekotth

H 5] J§QI ZBI| Er21ME TIZE] $48H2021~20235)
(29]: el

2021(2019E TpMIE) | 2022(2020F TAIE) | 2023(2021E ML)
e [EEME|E2ME| | . |EEdE | HeMe . | EENIZ | HigMig .
SR AB) et Bt o | 2t oo
wl|le ™ wle | e e |
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The Distribution of the Ordinary Share Grant in
Connection with Individual Resident Tax Reduction
During COVID-19"

Jeong, Jongpil  Kwon, Jintack™

Abstract

The objective of this paper is to analyze the impact of individual resident tax reductions
on the ordinary share grant. Individual resident tax is borne by an individual with an
address in a local government, and the tax rate can be determined by the local ordinance
at less than 10,000 won. However, if the tax rate is taxed below 10,000 won, penalties are
usually imposed from the ordinary share grant, so most local governments tax up to
10,000 won. During the COVID-19 period, local governments implemented policies to
reduce individual resident taxes to support local residents. This policy of individual
resident tax reduction affected the ordinary share grant by local governments, and in
this process, the discriminatory penalty occurred in the ordinary share grant between
local governments that partially reduced the individual resident tax and local
governments that fully reduced it. This study analyzed the problems caused by the
calculation of the differential ordinary shatre grant on individual resident tax reduction
through a mathematical model and empirically analyzed the financial allocation effect.

O Key Words: Individual Resident Tax, Tax Reduction, The Ordinary Share Grant,
Incentives, COVID-19

* This paper was prepared by revising and supplementing the paper presented at the 2024 Spring Conference
of the Korean Association for Local Finance, “The distribution of the Ordinary Share Grant in connection
with Individual Resident Tax Reduction during COVID-19”

** First Author, Professor, Local Government Officials Development Institute

*#* Corresponding Author, Professor, Department of International Trade, Gyeongsang National University
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