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Abstract 

 
One of the common misconceptions about taxes is the idea that 

the amount of forced collection by tax authorities will account for a 

large portion of the total tax revenue. In fact, the tax collected 

through tax audits accounts for less than 2% of the total national tax 

collection, and the subject of tax audits is also less than 1% of all 

businesses, both individuals and corporations. Rather, taxpayers' 

voluntary tax payments account for most of the national tax revenue. 

However, it is inevitable that the problem that taxpayers hide all their 

income because they do not want to report, or report less than the 

actual tax to be paid arise. In this context, taxpayers' tax compliance 

emerges as an important matter.  

Previous studies have investigated several factors such as tax 

rate, tax audit probability, or fine size for tax evasion, as well as 

individual morality, social norms, and demographic variables, but few 

studies are interested in each characteristic of taxpayer groups 

because they are mainly focused solely on verifying the effectiveness 

of tax compliance determinants. However, It can be said that research 

on tax compliance is desirable when it can elicit implications for tax 

policy. Exploring independent variables that determine tax 

compliance is meaningful when tax authorities stimulate these 

independent variables to improve taxpayers' tax compliance and 

finally increase national tax revenues. To achieve this objective, it is 

important not only to pay attention to factors that affect tax 
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compliance for the entire taxpayers but to classify them and 

analytically explore the factors that affect tax compliance for each 

taxpayer group. Therefore, this study aims to draw more 

sophisticated policy implications by analyzing the determinants 

related to domestic self-employed people’s tax compliance, based on 

the National Survey of Tax and Benefit data gathered by the Korea 

Institute of Public Finance.  

As a result of the study, it was found that self-employed people's 

subjective tax burden, intention to pay additional tax for a tax 

increase for welfare, social norms measured by other people's tax 

compliance, trust in public officials, and transfer benefits from the 

government had a statistically significant effect on their cash income 

reporting tendency. Among them, the subjective tax burden, intention 

to pay additional tax, and trust in public officials had a statistically 

significant effect on self-employed people’s VAT report tendency. 

In the case of transportation and primary & secondary industries 

(agriculture, forestry, fisheries, manufacturing, and construction), 

the moderation effect on the relationship between transfer benefits 

of the government and cash income reporting trends was confirmed. 

In the accommodation and food, real estate activities and renting and 

leasing, construction, membership organizations and repair and other 

personal services, there were moderation effects on the influence of 

subjective tax burden, intention to pay additional taxes, and the trust 

of public officials on the tendency to pay VAT. In addition, for self-

employed people with employees, the effect of trust in public officials 
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on the tendency to pay VAT was moderated. Therefore, this study 

concluded that the factors that determine tax compliance of self-

employed people may differ depending on the industry category and 

hiring employee, and through this, policy implications that the tax 

authorities' policy measures to encourage sincere tax payment 

should be subdivided to meet the characteristics of each self-

employed people in South Korea. 

 

 

Keyword: Tax compliance, Self-employed people, Industry Category, 

Hiring employee, Sincere tax payment. 

Student Number: 2020-27107 
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Chapter 1. Introduction 

 

 

1.1. Background of Study 
 

One of the common misconceptions about taxation is the idea that 

compulsory tax collection by tax authorities will account for a large 

portion of the total tax revenue, and that the reason why taxpayers 

pay their taxes faithfully is because of the fear of deterrence 

measures like tax audit or penalty. Of course, the audit might be one 

of the means of ensuring taxpayers pay taxes. However, the tax 

collected through the audit accounts for less than 2 percent of the 

total tax collection, and the percentage of operators subject to the 

tax investigation is also less than 1 percent of all operators, both 

individuals and corporations. (National tax service, 2019) As such, 

the amount of tax collected involuntarily by the tax authorities is not 

as high as expected. Rather, taxpayers' voluntary tax payments take 

most of the national tax revenues. In this context, aside from 

emphasizing strict tax audits on intended tax evasion, the National 

tax service of Korea (NTS) operates tax administration focusing on 

creating a taxpayer-friendly environment to support taxpayers' 

sincere voluntary reporting of income, and reducing continuously the 

number of audits. Administrative attempts like improving Home-tax 

webpage services, expansion of customized reporting guidance 

systems, and introducing pre-filled tax return systems are aimed at 

reducing the inconvenience of taxpayers and increasing the incentive 

to file taxes on their own. 
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However, making the tax report procedure more comfortable for 

taxpayers is not enough to induce voluntary sincere tax payment. If 

the taxpayers do not willing to report their whole income in the first 

place or try to report less than their actual income, these problematic 

situations cannot be corrected simply by a taxpayer-friendly tax 

administration. At this point, the issue of taxpayer compliance comes 

to the fore. 

Until now, research on taxpayers' tax compliance has been the 

main concern of scholars studying the tax system both at home and 

abroad. Beginning in the 1970s with an approach to predict taxpayers' 

behavior based on economic theory, studies have been conducted on 

factors affecting taxpayers' tax evasion willingness or tax compliance. 

In particular, as predictions of taxpayers' behavior by pure economic 

assumptions have come to a conclusion that is somewhat different 

from reality, studies have gradually been conducted using 

sociological, psychological, and other social scientific theories and 

empirical studies have been presented to verify or overcome past 

theoretical conclusions. These prior studies have identified economic 

factors, such as tax rates and the size of fines for tax evasion, as well 

as non-economic factors that determine a taxpayer's tax compliance, 

such as individual morality, social norms, and demographic variables. 

These findings proposed a number of implications for tax authorities 

and suggest several challenges to improving taxpayers' tax 

compliance 
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These prior studies, however, regardless of domestic and foreign 

countries, are mainly focused on verifying the effectiveness of tax 

compliance determinants of taxpayers as a whole. So it is difficult to 

find studies that are interested in each characteristic of taxpayer 

groups. Also, laboratory research, one of the most recent empirical 

approaches, establishes optimal situations for deriving research 

results by controlling various variations, but there is a problem that 

samples of participants are not sufficient to represent the entire 

taxpayer. Therefore, it may be questionable whether statistically 

significant results derived from the experiments can be utilized in 

practice. This problem indeed comes from an inherent obstacle that 

it is difficult to obtain large-scale empirical data to determine 

whether taxpayers' income is reported sincere. Nevertheless, the 

primary reason for the limit of previous studies can be derived from 

the focus they lean solely on confirming theories, re-verifying 

previously verified variables, or exploring new variables related to 

tax compliance.  

It can be said that research on tax compliance is desirable when 

it can elicit implications for tax policy. Exploring independent 

variables that determine tax compliance is meaningful when tax 

authorities stimulate these independent variables to improve 

taxpayers' tax compliance and finally increase national tax revenues. 

To achieve this objective, it is important not only to pay attention to 

factors that affect tax compliance for the entire taxpayers but to 

classify them and analytically explore the factors that affect tax 
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compliance for each taxpayer group. In other words, efforts are 

needed to separate the policy subjects and find policy means that 

meet their characteristics. Therefore, this study aims to overcome 

the limitations of prior studies and draw more sophisticated policy 

implications by analyzing the determinants related to domestic self-

employed people’s tax compliance, based on the National Survey of 

Tax and Benefit data gathered by the Korea Institute of Public 

Finance.  

The reasons for limiting the subject of this study to self-

employed people are as follows. Self-employed people in South 

Korea are a large group of taxpayers, accounting for more than 20% 

of all employed people (Statistics Korea, 2020), forming the 

backbone of the domestic economy. However, as the scholars like 

Sung (2019) pointed out, these self-employed entrepreneurs often 

hide their income and as a result, the reporting rate of income is lower 

than that of earned income workers, so tax authorities need to reduce 

the underreporting rate of them. On the other hand, in the case of 

earned income, most of the tax base is revealed so there is relatively 

little concern about evasion. In addition, self-employed businesses 

have difficulty in tax affairs and often unintentionally underreport 

taxes, compared to corporate businesses that handle tax affairs more 

professionally with assistance from tax agents. Therefore, analyzing 

the factors affecting Self-employed people’s tax compliance has 

great policy meaning in itself. 
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Furthermore, this study argues that the subject of the research 

should be subdivided to derive more practical and direct meaning in 

tax policy. To achieve this objective, this study does not merely 

conduct an analysis of the tax compliance factors of all self-

employed people but classified them according to two adjustment 

variables, industry category and whether hiring or not, and noted the 

differences arising from tax compliance factors. The industry 

category is confirmed according to the distinct characteristics of the 

business type, and it is the primary criterion for classifying self-

employed people, given that the provisions of the tax law are also 

applied differently depending on the industry category. It is natural 

to infer that the influence of independent variables that determine the 

tax compliance of each self-employed person may differ depending 

on the industry. In addition, the hiring of employees is another major 

criterion for classifying self-employed people because the presence 

or absence of employees results in considerably heterogeneous 

characteristics in sales and business patterns. According to the Bank 

of Korea (2021), the average monthly sales of self-employed people 

with employees are about 4.7 times higher than that of self-

employed people without employees, and nearly 90% of self-

employed people without employees have monthly sales of less than 

10 million won. Moreover, only about half (52%) of self-employed 

people without employees own workplaces, which is different from 

the traditional business. Additionally, the analysis of self-employed 

people without employees is important for that new economic 
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activities such as one-person SNS market operators or YouTubers 

have recently emerged. Since their transactions are not directly 

exposed to the tax authorities due to their peer-to-peer transaction 

and direct remittance to accounts, it is almost impossible for the 

authority to fully capture income. In the end, paying attention to the 

tax compliance factors of self-employed people without employees 

can have implications for the taxation of these new economic self-

employed people, of which taxation largely depends on voluntary 

sincere payment. 

 

 

1.2. The current state of tax compliance  
 

Based on the National Tax Statistical Yearbook, this chapter 

presents the current status related to the income evasion rate of 

individual taxpayers. No data or measurement indicators have been 

prepared to identify tax compliance. Therefore, using data from 

recent tax audits for income taxes, we would indirectly examine the 

tax compliance status of individual taxpayers. However, as the 

criteria for selecting audit subjects vary every year, the tax audit 

result may not necessarily be directly related to the degree of tax 

compliance.  

According to the data, the number of audits is decreasing slightly 

every year, and the rate of underreported income is in the 30-40% 

range. The rate of underreported income of individual businesses 

based on the amount of income is higher for small and medium-sized 

taxpayers with incomes of more than 100 million won and less than 
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1 billion won. Taxpayers with income exceeding 5 billion won showed 

an underreported income rate of 13% in 2016, 30% in 2017, 37% in 

2018, and 33% in 2019, below the average for the year, but for 

taxpayers with income of more than 100 million won and less than 1 

billion won, the rate of underreported income exceeds 40% every 

year. In particular, those subject to tax investigation in areas with 

income of more than 100 million won and less than 500 million won 

have seen their rate of underreported exceed 50 percent in the past 

four years. Taxpayers with an income of less than 100 million won 

showed a worrying evasion rate of 69 percent in 2016, but this is 

gradually decreasing. 

The average per capita underreported income is increasing year 

on year overall. The average underreported income per person in 

2016 was 185 million won, but rose to 234 million won in 2019. 

Among them, taxpayers with an income of more than 100 million won 

and less than 500 million won and businesses with an income of more 

than 5 billion won are showing an increase in the average amount of 

underreported income every year. In particular, the average 

underreported income of taxpayers exceeding income of 5 billion won 

in 2018 and 2019 was close to 700 million won, more than three times 

the overall average in each year. As a result, the difference in 

average underreported income per capita among taxpayers with 

income of less than 5 billion won has decreased, but the average tax 

underreported income of taxpayers with income of less than 5 billion 

won and taxpayers with income exceeding 5 billion won has increased 

significantly. 
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    To sum up, individual taxpayers in South Korea are 

underreporting income of more than 30% overall, and this trend is 

highest among small and medium-sized taxpayers with incomes of 

more than 100 million won and less than 1 billion won. The average 

amount of underreported income per capita is continuously increasing, 

and the per capita underreported income of high-income businesses 

exceeding 5 billion won in income has increased sharply. As 

mentioned earlier, the high rate of underreported income and the 

amount of average underreported income do not immediately mean 

the group's low tax compliance. However, from a policy perspective, 

there is a need to intensively manage taxpayers with high rates of 

hiding their income. 
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<Table 1> Income tax evasion rate and average income evasion according to the amount of revenue 

      (Unit: person, Million won, %)

2019 2018 

Revenue 
Number of 

Investigation 

Income 

reported 

Income 

Determined 
Evasion rate 

Average income 

evasion 
Revenue 

Number of 

Investigation 

Income 

reported 

Income 

Determined 
Evasion rate 

Average income 

evasion 

100 mil. or 

less 
235 9,123 13,945 0.35 20.52 

100 mil. or 

less 
293  7,850  12,041  0.35  14.30  

500 mil. or 

less 
691 54,272 133,272 0.59 114.33 

500 mil. or 

less 
930  70,291  161,592  0.57  98.17  

1000 mil. or 

less 
818 121,297 247,819 0.51 154.67 

1000 mil. or 

less 
880  144,119  266,161  0.46  138.68  

5000 mil. or 

less 
2,264 857,159 1,272,300 0.33 183.37 

5000 mil. or 

less 
2,108  690,556  1,144,486  0.40  215.34  

More than 

5000 mil. 
654 948,604 1,415,497 0.33 713.90 

More than 

5000 mil. 
563  665,244  1,057,121  0.37  696.05  

Overall 4,662 1,990,455 3,082,833 0.35 234.32 Overall 4,774 1,578,060 2,641,401 0.40 222.74  

2017 2016 

Revenue 
Number of 

Investigation 

Income 

reported 

Income 

Determined 
Evasion rate 

Average income 

evasion 
Revenue 

Number of 

Investigation 

Income 

reported 

Income 

Determined 
Evasion rate 

Average income 

evasion 

100 mil. or 

less 
324 7,713 14,044 0.45 19.54 

100 mil. or 

less 
366  8,188  26,487  0.69  50.00  

500 mil. or 

less 
1,011 78,793 174,261 0.55 94.43 

500 mil. or 

less 
1,211  76,674  181,949  0.58  86.93  

1000 mil. or 

less 
953 198,175 329,101 0.40 137.38 

1000 mil. or 

less 
1,009  185,538  337,357  0.45  150.46  

5000 mil. or 

less 
2,068 685,424 1,117,555 0.39 208.96 

5000 mil. or 

less 
1,858  723,753  1,152,020  0.37  230.50  

More than 

5000 mil. 
555 591,305 842,360 0.30 452.35 

More than 

5000 mil. 
541  1,495,869  1,714,508  0.13  404.14  

Overall 4,911 1,561,410 2,477,321 0.37 186.50 Overall 4,985 2,490,022 3,412,321 0.27  185.01  
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Chapter 2. Literature Review 

 

Previous research on tax compliance can be divided into 

theoretical approaches, empirical approaches using taxpayer data, 

and lap experiments, depending on the research method. These 

studies initially focused on identifying the relationships between 

economic factors and tax compliance, such as tax rates, penalty rates, 

and probabilities of the tax audit. However, interest in non-economic 

factors has increased recently pointing out the limitations that these 

economic variables alone are insufficient to explain tax compliance. 

In light of the flow of these studies, the following review will examine 

previous studies by dividing independent variables into economic 

variables and other variables, and then relatively recent research 

trends are summarized.  

 

 

2.1. Study on economic Variables  
 

Allingham and Sandmo (1972) laid the foundation for the analysis 

of the economic factors of tax compliance through a theoretical 

approach. Based on the theory of maximizing utility under uncertainty, 

they analyzed the decision-making process of avoiding taxes. 

Reporting taxes is a decision under uncertainty. This is because even 

if the taxpayer does not report his or her income correctly, it does 

not surely lead to penalties such as fines or tax audits. Therefore, a 

taxpayer may establish a strategy of reporting his or her actual 

income or less than actual income in such uncertain circumstances, 
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In this regard, the authors tried to see how economic variables such 

as tax rate, penalty rate, and probabilities of audit affect the amount 

of tax return. 

Their model assumes that the taxpayer is risk-averse, that the 

actual income is externally given, and that only the taxpayer can 

accurately recognize the size of the income. Taxes are levied by 

multiplying the income reported by the taxpayer by the tax rate, but 

with a certain probability, the taxpayer is selected for tax 

investigation by the tax authorities, in which case the tax authorities 

can see the exact income of the taxpayer. In the event of a tax 

investigation, the taxpayer shall pay an underreported income by 

applying a penalty rate higher than the original tax rate. Now the 

taxpayer will decide how much tax to file to maximize his expected 

utility. The results of the analysis are as follows. If the Penalty rate 

increases, the taxpayer always acts in a way that increases his 

reported income. The same applies when the probability of being 

selected as a subject of a tax audit increases. However, the effect of 

higher tax rates on tax reports is somewhat unclear, as higher tax 

rates result in lower reported income for risk-averse taxpayers due 

to the substitution effect, but may eventually lead to higher reported 

income if the income effect of lower after-tax income exceeds 

substitution effect of taxpayers. Furthermore, Shiomo Yitzhaki (1974) 

suggested that the increase in the tax rate certainly reduces the tax 

evasion under the assumption that the penalty rate is proportional to 

the tax evasion amount, with some modifications to the Allingham and 

sandmo(1972). 
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Various theoretical studies have since been conducted using the 

analysis of Allingham and Sandmo (1972) and Yitzhaki (1974). Also, 

early experimental studies have been conducted to verify their 

conclusions. Friedland et al. (1978) conducted a simulation to 

monitor tax evasion decisions by setting up a hypothetical 

environment for participants in the experiment. They designed 

experiments with 15 Israeli psychology college students to find 

answers about how sensitive tax evasion is to changes in tax rates, 

and whether large fines are more effective than frequent tax audits, 

According to them if the tax rate rose from 25% to 50%, there was a 

significant increase in both the probability of tax evasion and the 

amount of tax evasion. In addition, large amounts of penalties were 

found to be more effective tax evasion deterrence than frequent tax 

audits. Alm et al. (1993) designed a laboratory study with the 

probability of a tax investigation as an endogenous variable, which is 

a distinctive feature from other research. Indeed, tax authorities do 

not randomly choose but strategically select who is subject to audit. 

The results of their research are as follows. When the endogenous 

tax audit rule was applied, the income report rate always increased 

compared to the random audit selection. In addition, the endogenous 

tax audit rule seems to reduce the variety of individuals' income 

reporting rates, resulting in dynamic stability of tax collection. 

Slemrod et al. (2001) managed field experiments focusing on the 

effect of increased tax audit probabilities on tax compliance. They 

randomly extracted 1,724 subjects in Minnesota and sent letters 

indicating that their tax returns would be scrutinized. They compared 
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the adequacy of the subjects' tax report and the underreported 

income rate of similar groups who did not receive letters over the 

two years of 1993 and 1994, The result indicated that the effects of 

the letter differed depending on the subjects’ income. Taxpayers 

with low or moderate incomes increased their reported income 

compared to the non-letter-receiving control group. However, in the 

case of high-income taxpayers, the opposite was occurred, 

interpreted as a result of the high-income subjects’perception that 

the tax audit would not automatically detect and punish all evasion 

and that the final results of the tax audit would be affected by initially 

reported income. 

On the other hand, empirical analysis has also been conducted on 

the relationship between the taxpayer's industry category and tax 

avoidance. Clotfelter(1983) focused on the fact that the IRS 

hierarchizes the taxpayer's industry category and income level, 

selects tax audit subjects by classifying them, and that the average 

probability of selecting a tax audit for each class is disclosed to the 

public. Accordingly, Clotfelter divided taxpayer data into non-

business, agricultural, and non-agricultural businesses and analyzed 

to derive that the positive effect of marginal tax rates and after-tax 

income on taxpayers' tax avoidance differs by class. Christian et al. 

(1993) examined the taxpayer's business type as an opportunity 

factor for tax avoidance and conducted a study by classifying 

taxpayers and other taxpayers with agricultural, partnership income, 

real estate income, and small business income. He revealed that tax 

avoidance had a significant positive relationship with the opportunity 
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factor. Based on the tax return submitted to the Michigan Tax 

Amnesty Program, Young (1994) revealed that taxpayers in 

industries with higher tax avoidance opportunities presented by 

Yankelovic et al. (1984) had higher tax avoidance attitudes. 

In South Korea, Park & Choi (1997) studied the factors 

influencing tax avoidance tendency for taxpayers whose tax amount 

was already collected by tax audit, and concluded that wholesale, 

retail, food, and lodging industries are generally more prone to tax 

avoidance than construction, manufacturing, and other industries. 

Ahn (1997) compared South Korea's small and medium-sized 

manufacturing, construction, and distribution industries under the 

assumption that the factors affecting tax avoidance will differ by 

industry category. Through this, it was shown that although the 

intensity or probability of detection of tax audits reduces the 

incentive for tax avoidance in the distribution industry, it is not the 

case in the manufacturing and construction industries, indicating 

factors explaining tax avoidance attitudes can be varied by industry. 

Ko & Lee (2008) verified whether there is a difference in tax 

avoidance propensity by the industry for listed companies and 

whether factors affecting tax avoidance propensity (tax burden level, 

profitability, tax benefit level, etc.) differ by the industry. As a result, 

it was revealed that tax avoidance tendencies are high in the order of 

distribution, service, manufacturing, and construction, and factors 

that significantly affect tax avoidance tendencies also differ by 

industry. Han (2017) showed that tax avoidance measures for listed 

manufacturing companies differ by company size and industry, and 
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the main factors affecting the difference of the tax avoidance 

measures by firm size or by industry are debt-to-asset ratio, return 

on assets, weight of export, and foreign investor ownership. 

As for research on small and medium-sized businesses, 

attention is being paid to the difference in tax avoidance tendencies 

depending on the presence or absence of employees or the size of 

employment in addition to the industry category. Slemrod (2019) 

focused on the informal economy while reviewing existing empirical 

studies related to tax compliance. This is known as a hidden 

underground economy that is not in the view of the tax authorities, 

mainly related to small businesses that cannot properly implement 

tax reporting or employment regulations. Kumler et al. (2020) 

claimed that to promote business compliance, employees need to be 

given incentives to provide accurate information related to the 

employer’s tax returns, emphasizing that tax compliance of 

companies reporting employees' wages is remarkably high according 

to the Tax Gap data of the IRS. Mohamad et al (2016) conducted an 

empirical analysis of Malaysian small and medium-sized businesses, 

showing that small companies with fewer than five employees 

revealed the highest level of tax avoidance tendency. 

 

 

2.2. Study on Non-economic variables  
 

Early studies on tax compliance have shown that tax compliance 

can vary to various economic tax evasion deterrence policies. 

However, Alm et al. (1992) pointed out that although it is reasonable 
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to evade taxes according to the economic theories because tax 

evasion is not very likely to be detected and punished, individuals' 

income returns are at a higher level than expected. Therefore, they 

argued that there exist some gaps between the assumption of 

economic theory and the actual behavior patterns of individuals. They 

confirmed through experiments that the phenomenon of exaggerating 

the probability of an individual's tax audit could be related to this high 

level of tax compliance, but observed that the audit rate does not fully 

explain tax compliance. This is because, in their experiments, tax 

compliance occurred when there was no chance of being caught by 

tax audit and tax avoidance is observed even when the expected 

income of tax evasion had a negative value. In addition, the higher the 

amount of transfer an individual received, the higher the tax 

compliance was revealed, and even when there was no probability of 

audit, individuals reported some income in anticipation of transfer 

benefits. Therefore, they conclude that each taxpayer decides to file 

a tax return based on a variety of factors rather than simply 

responding to the economic factors. As such, it has often been shown 

that income reporting rates deviate from theoretical predictions, 

researchers have sought to increase the explanation for tax 

compliance by considering non-economic factors like social and 

institutional variables. 
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2.2.1. Social Norm 
 

According to Fehr and Gøchter(1998), social norms are patterns 

of behavior shared by the approval of members of society. Alm et al. 

(1995) sought to determine the impact of social norms on tax 

compliance by comparing the results of tax compliance experiments 

conducted on university students in Spain and the United States. At 

first, with a hypothetical tax compliance test set at 5 percent for tax 

audit probabilities, 2 percent for penalty rate, and 30 percent for tax 

rate, the average tax compliance rate in the U.S. was significantly 

higher than in Spain. Then the tax audit probabilities were raised to 

30%, and the gap in tax compliance between the two groups was 

narrowed, but the U.S. tax compliance was still high. However, it was 

Spanish students who were more sensitive to changes in audit and 

tax rates, and the elasticity of tax compliance with the increase in tax 

rates was positive for Spanish students and negative for American 

students. They believed that these differences were caused by 

different social norms for tax compliance in the two countries. 

Alm et al. (1999), assuming that social norms play an important 

role in individual tax compliance, looked at how voting on institutions 

influences these social norms. Their experiments showed that 

individuals' tax compliance changed before and after voting. 

Specifically, if the collective vote rejected the reinforcement of the 

level of deterrence measures for tax evasion, the individual's tax 

compliance also always declined. This is because the voting result 

signals that each individual is also reluctant to apply the tax law 
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strongly and that each individual's evasion after the vote is socially 

acceptable. Their experimental results also suggest that social norms 

for tax compliance can be influenced by communication between 

members. In experimental sessions where subjects were able to 

communicate with each other, each participant talked to each other 

and voted in favor of higher levels of sanctions. This is the opposite 

of voting results in sessions where communication is limited. In 

addition, post-voting tax compliance in these sessions also came 

close to full levels. This was interpreted that complying with taxation 

was recognized as a new social norm by the participants' 

communication and voting results. 

 

 

2.2.2. Trust of the government and public officials  
 

Wintrobe (2001) argued that the higher the taxpayer's trust in 

the government and the fairness of the tax law, the more willing the 

taxpayer to pay taxes, and that this trust in government depends on 

the responsiveness the government provides to taxpayers. Torgler 

(2003) did an empirical analysis based on The World Values Survey 

(WVS) and Taxpayer Opinion Survey (TOS) data that taxpayers' 

trust in the judicial system and the government is related to tax 

attitudes. According to this, the judicial system of taxpayers in each 

country and trust in government officials have a significant positive 

effect on tax attitudes. Kirchler (2008) devised a slippery slope 

theory and saw that the authority of the tax authorities and the 

taxpayer's trust in the tax authorities interact, affecting the 
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taxpayer's voluntary tax payment. He concluded that taxpayers' tax-

related attitudes are formed based on mutual trust with tax 

authorities, and excessive monitoring and punishment can negatively 

affect taxpayers' compliance with tax. Based on Kirchler's slippery 

slope theory, Jeong et al. (2019) examined the effect of forced 

compliance, such as fear of tax audits, and voluntary compliance of 

taxpayers formed through trust in tax execution and public officials. 

In the regression analysis, trust in public officials did not significantly 

affect tax compliance intentions, but in the data mining analysis, it 

was confirmed that trust in general public officials is an important 

variable. Lim & Kim (2014) attempted to investigate the effect of 

taxpayers' trust in tax services and national tax officials on tax-

related attitudes and tax compliance behavior through a survey. 

Through exploratory factor analysis, they divided taxpayer reliability 

into tax service (the ability of the tax official), tax infrastructure  

(organizational capacity), and tax transparency (belief in national tax 

officials' integrity), and concluded that each factor had a significant 

effect on dependent variables such as tax fairness, tax ethics, and 

sincere tax payment intentions. Park & Baek (2018) empirically 

analyzed whether trust in the NTS had a significant effect on tax 

compliance behavior through a face-to-face survey of 1,000 people 

living in 15 cities and provinces in Korea, and confirmed that there 

was a significant positive correlation between trust in the NTS and 

tax compliance behavior. 
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2.2.3. Public transfer expenditure  
 

Some studies have shown that tax compliance can be affected by 

the government’s use of tax revenue. Becker et al. (1987) tested 

the hypothesis that taxpayers would evade taxes if they received less 

public transfer compared to others, and experiments showed that 

taxpayers would lower their tendency to evade taxes if they 

expected an increase in receiving public transfers. A study by Alm, 

Jackson & McKee (1992) also suggested that taxpayers’ 

compliance was increased when they received something from their 

taxes, even though they were attracted to free-ride on other 

people's contributions. Alm, McClelland & Schulze (1992) attributed 

individual tax payments to taxpayers’ recognization that they need 

to pay taxes to receive public goods from the government. They 

argued that in order to increase tax compliance, it is important for 

the government to provide public goods favored by taxpayers and to 

make taxpayers acknowledge that taxation is essential for the 

provision of public goods. 

 

 

2.3. Recent Studies  

  
Recent research on tax compliance appears to focus on non-

economic factors as an independent variable that determines tax 

compliance. Jung & Lee (2020) surveyed representatives of 

individual companies to analyze the impact of their perceptions of 

norms and fairness on their tax compliance, indicating that these 

factors are significant independent variables as previous studies 
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showed. Shin & Jeon (2019) analyzed the relationship between 

taxpayers' hedge propensity and tax compliance, which concluded 

that taxpayers who are more risk-averse avoid tax audits and report 

more sincerely. 

Kang (2017) conducted an empirical analysis including various 

variables through the National Survey of Tax and Benefit panel data. 

A notable part of this work is that the significance of each 

independent variable was compared between the respondents divided 

into two groups who were more favorable to tax evasion and a group 

who were not. The analysis showed that fears of tax audits or the 

risk of income exposure by third parties were significantly related to 

tax compliance in groups that were more favorable to tax evasion, 

but they were invalid variables in groups that were not favorable to 

tax evasion. Meanwhile, perceptions of social norms and fairness 

significantly affected tax compliance in both groups. Hwang & Lee 

(2019) examined the impact of liquor vendors’ sales, business 

years, ethics, and tax knowledge on tax compliance. Sales, business 

years, and tax knowledge were found to be significant variables on 

tax compliance, which did not conflict with existing research results. 

However, the ethical awareness of liquor vendors was not a 

significant variable that had an impact on tax compliance, indicating a 

different conclusion from the previous research results. Taken 

together, it could be said that independent variables of tax compliance, 

which have been presented as significant in existing studies, may not 

produce consistent results if applied to segmented taxpayer groups. 
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<Table 2> Review of Key precedent Studies 

Researcher Main subject and Method Hyphothesis Results 

Allingham 

and 

Sandmo 

(1972) 

Motivation for tax compliance : 

Application of utility maximization theory under 

uncertainty 

Detection possibility, penalty rate, and tax rate 

affect tax compliance 

Detection possibility: + 

Penalty rate: + 

Tax rate: ? 

Friedland 

et al. 

(1978) 

Relationships between tax compliance and tax rate, 

fines, frequencies of tax audit : 

Experiment with 15 Israeli college students  

Tax rate, fines, and frequencies of tax audits 

affect the probability of tax evasion and the 

amount of tax evasion 

O (-) 

Slemrod et 

al. (2001).  

Relationships between tax audit probabilities and 

tax compliance:  

Extract random samples(1,724 subjects) and sent 

letters 

Increased tax audit probabilities lead to an 

increase in reported income  

△ 

(Decrease in high-income 

taxpayers’ reported 

income) 

Clotfelter 

(1983) 

Differences in the influence of taxpayers' tax 

avoidance factors by business type 

Empirical analysis of 47,000 US taxpayer tax 

returns (1969) 

The influence of tax avoidance factors (tax 

rates, etc.) will vary depending on the 

taxpayer's industry 

O 

Young 

(1994) 

A study of factors related to tax avoidance 

Empirical analysis of 2,470 reports submitted to the 

Michigan Tax Amnesty Program 

Characteristic variables such as taxpayers' 

business types will affect tax avoidance 

O 

(Tax avoidance is high in 

industries with high tax 

avoidance opportunities) 
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Park & 

Choi 

(1997) 

The relationship between the taxpayer's business 

type and the tax avoidance rate 

Empirical analysis of two-year reports of 

taxpayers(558 cases) who experienced tax audit 

and paid additional tax according to the audit 

Characteristic variables such as taxpayers' 

business types will affect tax avoidance 

O 

(The wholesale and retail, 

food, and lodging 

industries have a higher 

tax avoidance tendency) 

Mohamad, 

et al. 

(2016) 

Characteristics of small and medium-sized 

enterprises related to tax avoidance 

An empirical analysis of 2,849 tax audit data of 

small and medium-sized businesses  

Characteristic variables such as the size of a 

company will affect the degree of tax 

avoidance 

O 

(The smaller the 

business, the more tax 

avoidance increases) 

Alm et al. 

(1995) 

Impact of social norms on tax compliance: 

Experiments conducted on university students in 

Spain and the United States 

The rate of reported income under the same 

tax conditions will vary between countries 

o 
Changes in reported income rates due to tax 

changes will vary between countries 

Alm et al. 

(1999) 

Social norms’  important role in individual tax 

compliance: 

Experiment conducted on university students 

There will be differences in reported income 

rates before and after voting on tax evasion 

sanctions.  

o 

Torgler 

(2003) 

Relationship between trust in the judicial system, 

government officials, and tax compliance 

Empirical analysis with WVS and TOS 

There is a positive relationship between the 

taxpayer's trust in the judicial system, public 

officials, and tax intentions 

o 
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Lim & Kim 

(2014) 

Relationship between trust in tax services, national 

tax officials and tax attitudes 

A survey of 373 taxpayers 

Taxpayer reliability will affect tax 

consciousness and compliance behavior 
o 

Park & 

Baek  

(2018) 

Relationship between trust in the National Tax 

Service and tax attitude 

A face-to-face survey of 1,000 taxpayers 

There will be a significant relationship 

between the taxpayer's trust in the national tax 

administration and voluntary tax compliance 

o 

Alm et al. 

(1992) 

Link between tax-based public transfer and tax 

compliance:  

Experiment conducted students 

Taxpayers who benefit from tax-based public 

expenditure will have an increased rate of 

reported income 

o 

Hong & 

Hong 

(2013)  

The impact of tax compliance cost 

 

Survey of tax agents and individual business 

operators in the metropolitan area (500 copies 

deployed, 247 copies used) 

The internal and external tax compliance costs 

for individual businesses will have an impact 

on the rate of reported income and the 

intention of sincere tax payment 

o (-) 

The effect of internal and external tax 

compliance costs on reported income rates will 

depend on the type of bookkeeping obligation 

they are charged 

x 

The effect of individual businesses’ internal 

and external tax compliance costs on tax 

compliance attitude will depend on the type of 

bookkeeping obligation they are charged 

o (double-entry 

bookkeeping: +) 
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The effect of individual businesses’ internal 

and external tax compliance costs on reported 

income rates will depend on the type of tax 

reporting 

o (estimate report: +) 

The effect of individual businesses’ internal 

and external tax compliance costs on tax 

compliance attitude will depend on the type of 

tax reporting 

x 

Kim & 

Hwang 

(2006) 

Relationships Between Social Psychological Factors 

and Individual Businessman's Tax Avoidance: 

Survey of individual business owners nationwide 

 

The prevalence of tax evasion affects the 

tendency of private businesses to avoid taxes 
o (+) 

Tax fairness affects private business owners' 

propensity to avoid taxes 
x 

There is a difference in the tax avoidance 

propensity of individual operators depending 

on the type of taxation 

o 

(Simplified taxable person 

> general taxable person) 

Depending on whether a tax agent is used, the 

tendency of individual businesses to avoid 

taxes varies 

o 

(Without agents > With 

agents) 
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The impact of social-psychological 

characteristics on the tax avoidance 

propensity of individual businesses varies 

depending on their educational background 

x 

The impact of social-psychological 

characteristics on the tax avoidance 

propensity of individual businesses varies 

depending on their income.  

o 

Hwang & 

Lee 

(2019) 

The impact of liquor vendors’  sales, business 

years, ethics, and tax knowledge on tax 

compliance : 

Survey of liquor sales businesses in Busan, Ulsan 

and Gyeongsangnam-do (450 copies deployed,  

310 copies used) 

The general characteristics of a liquor dealer 

will have a positive impact on tax compliance 
o 

The ethics of a liquor dealer will have a 

positive impact on tax compliance 
x 

The tax recognition of a liquor dealer will have 

a positive impact on tax compliance 
o 

Kang 

(2017) 

Consideration of various variables affecting tax 

compliance:: 

Emperical analysis through panel data. 

The greater the fear of a tax audit is, the lower 

the income report rate will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: x 
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The greater the impact of income reporting by 

third parties on sincere tax payments, the 

lower the rate of income reporting will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: x 

The more my own honesty or sincerity affects 

sincere tax payment, the higher the income 

report rate will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: x 

The more friends or neighbor’s tax attitude 

affects sincere tax payment, the higher the 

income report rate will be  

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: o 

The more taxes people pay compared to their 

economic ability, the lower their income report 

rate will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: x 

The lower the level of benefits people receive 

from the government compared to the tax they 

pay, the lower the income return rate will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: x 
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The higher the willingness to pay an additional 

tax to expand welfare, the higher the rate of 

income reporting will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: o 

The more conservative the political 

orientation, the lower the rate of reporting 

income will be 

Groups favorable to tax 

evasion: o 

Groups not favorable to 

tax evasion: o 
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Chapter 3. Research Method 

 

 

3.1. Study Model and Hypothesis 
 

 

3.1.1. Study Model 

 
The purpose of this study is to investigate the moderating effects 

of industry category and hiring on independent variables affecting tax 

compliance of self-employed people in South Korea. This study is 

not only to confirm the factors related to tax compliance of domestic 

self-employed people but to derive detailed tax policy implications 

according to the group of policy subjects. Therefore, the research 

model and hypothesis were set as follows. 

 
<Figure 1> Research Model 

 

 

 

 

Independent variables 

of tax compliance 
Tax compliance 

Industry Category 

Hiring 

Control variables Age, Sex, Income, Education 
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3.1.2. Hypothesis 
 

The research problems and hypotheses to be verified in this 

study were set as follows. 

 

Research Question 1. Does the effect of independent variables 

affecting tax compliance of self-employed people differ depending 

on the industry category of self-employed people? 

 

(Research hypothesis 1) The industry category of Korean self-

employed people will have a moderating effect on the influence of 

independent variables that determine tax compliance. 

 

Research Question 2. Does the effect of independent variables 

affecting tax compliance of self-employed people differ depending 

on whether they are hiring employees or not? 

 

(Research hypothesis 2) The presence or absence of employees 

of Korean self-employed people will have a moderating effect on the 

influence of independent variables that determine tax compliance. 
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3.2. Methodology 
 

 

3.2.1. Research subjects and Data collection 
 

This paper uses the National Survey of Tax and Benefit data 

gathered by the Korea Institute of Public Finance during 2016-2017. 

The data has been conducted every year since 2008, and the purpose 

is to support the establishment of policies by analyzing the impact of 

tax and welfare policies on the state and households. 

    The survey is divided into a household survey and a survey 

of household members and it interviews general households across 

the country except for Jeju and island areas. The original sample 

households are 5,634 households established in 2008 and 2009 and 

include households newly generated due to branch from 2008. The 

survey method is based on a face-to-face interview. 

    In this study, 3,755 samples of non-wage workers (self-

employed) out of 15,674 observations for the years 2016 and 2017 

were selected, and a total of 2,788 samples of 10 industries 

(agricultural-forestry-fishing, manufacture, construction, 

wholesale and retail, transportation, accommodation and food service, 

financial and insurance, real estate activities and renting and leasing, 

education, and membership organizations and repair and other 

personal services) were finally confirmed excluding some industries 

due to small samples. The above screening process is shown in 

<Figure 2>. The reason why the 2016 and 2017 year data were used 
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is that the taxpayer's consciousness survey items were added only 

to the survey questionnaire for those years, making it possible to 

measure tax compliance under a hypothetical situation. 

 

<Figure 2> Sample selecting Process 

 

 

 

 

 

 

 

3.2.2. Defining and Measuring variables 
 

    1) Independent variables 

 

In this study, the independent variables that determine tax 

compliance refer to the following 7 factors verified in previous 

studies that can be measured through the National Survey of Tax and 

Benefit data. All of these factors consisted of a 5-point scale. 

 

a) Aud: The degree to which you think the fear of a tax audit 

affects your tax compliance 

b) Exp: The degree to which you think income exposure through 

third parties affects your tax compliance 

Overall: 15,674 

3,755 

2,788 

 Self-employed 

 10 Analyzable Industries 
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c) Bud: The degree of your tax burden relative to your financial 

capabilities 

d) Incr: The degree of intention to pay additional tax increases for 

welfare purposes 

e) Norm: The degree to which you think social norms (other 

people's tax compliance) affect your tax compliance 

f) Trst: The degree of trust in public officials 

g) Ben: The degree to which you think the benefits of public 

services from the government affect your tax compliance 

 

2) Dependent variables 

 

The dependent variable of this study was measured by the 

tendency of sincere reporting of cash income and the tendency of 

sincere tax payment of value-added tax. In the former case, it was 

measured on a total of 11 points in response to the question of how 

honestly to report the cash income received without evidence 

documents when paying taxes. In the latter case, the tendency was 

reorganized on a four-point scale in response to the intention to use 

the credit card if three circumstances were suggested to purchase 

items avoiding paying VAT through cash transactions. (1 point: cash 

payment in all cases; 2 point: credit card only used once out of all 

opportunities; 3 point: credit card used twice out of all opportunities; 

4 point: payment by credit card in all cases) 
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3) Moderator variables 

 

In this study, since both the industry category and hiring, which 

are moderator variables, are categorical variables, each variable was 

changed to a dummy variable of 0 and 1 to measure the moderation 

effect. In the case of the industry category, the moderation effect 

was measured by dummy variable 1 for the industry which is subject 

to verify whether the moderation exists. The other industry is coded 

as 0. For hiring, the presence of an employee is coded as 1, and the 

absence of an employee is coded as 0. After that, a regression 

analysis is performed by including the interaction term variable which 

is the multiply between independent variables and moderator 

variables.  

 

4) Control variables 

 

The control variables in this study include the following factors 

that were found to be significant in previous studies such as gender, 

age, annual income, and education level.  

 

The above variables are summarized in Table 3 below. 
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<Table 3> Summary of variables 

Classification Explanation Attribute 

Independent 

variables 
 

Fear of tax investigation 

Fear of Income Exposure  

Subjective tax burden 

Intention to pay additional 

tax in case of tax increase 

Social norm 

Trust in public officials 

Transfer benefits from the 

government 

5 scale 

Dependent 

variables 

Cash income report 

intention 
11 scale 

VAT report intention 4 scale 

Moderator 

variables 

Industry Category 
Verification subject=1 

 The other=0 

Hiring 
Have employee=1  

No employee=0 

Control 

variables 

Age Years 

Gender Man=1, Woman=0 

Annual income Root value 

Education level 

8 scale 

(1=Pre-school 

2=Elementary school 

3=Middle school 

4=High school 

5=University less than 4yr 

6=University with 4yr or more 

7=Master of Graduate school 

8=Graduate Doctor)  



 ３６ 

3.2.3. Statistical Analysis Method 
 

The data of this study were processed through SPSS 28.0.1 and 

the following analysis was conducted. First, through descriptive 

statistical analysis, the current status of the target sample concerning 

the measurement variables was identified. Second, Pearson 

correlation analysis was conducted to confirm the correlation 

between major variables and whether there was multicollinearity 

between independent variables. Third, hierarchical regression 

analysis proposed by Baron and Kenny (1986) was conducted to 

verify the research hypothesis of this study. To this end, the 

following three types of regression equations must be verified. 

 

(1) 𝑌 = 𝑎 + 𝑏1𝑋 

(2)  𝑌 = 𝑎 + 𝑏1𝑋 + 𝑏2𝑍  

(3) 𝑌 = 𝑎 + 𝑏1𝑋 + 𝑏2𝑍 + 𝑏3𝑋𝑍   

 

According to Sharma and Durand (1981), if there is no significant 

difference between equations (2) and (3) as in the case of 𝑏3 =

0,  𝑏2 ≠ 0, Z is not a moderator variable and simply an independent 

variable. On the other hand, if there is no statistically significant 

difference between equations (1) and (2) but there is a significant 

difference between equations (1) and (3), and (2) and (3), such as 

𝑏3 ≠ 0,  𝑏2 = 0, Z becomes a pure moderator. Finally, if there is a 

statistically significant difference between equations (1), (2), and 

(3), such as 𝑏3 ≠ 0,  𝑏2 ≠ 0, Z can be said to be a quasi-moderator. 

Since the purpose of this study is not to determine whether the 
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moderator variable corresponds to a pure moderator or not, a two-

step analysis method was taken. It means that only the regression 

coefficient of equations (1) and (3) is verified to find the existence 

of the moderation effect. 

 A one-stage multiple regression analysis was performed first 

to confirm the effect of the independent variable on the dependent 

variables, which are the tendency to report cash income and the 

tendency to pay VAT. After that, to confirm the moderation effect, a 

two-stage regression analysis was performed including an 

interaction term variable that is the product of the multiply mean-

centered independent variable and the moderating variable. 
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Chapter 4. Analysis Result 

 

 

4.1. Descriptive statistics 
 

The descriptive statistics of the major variables used in the 

analysis are shown in <Table 4>. The effect of the fear of tax audits 

(3.20) and income exposure by third-party (3.28) on tax compliance 

is slightly higher than the normal level, and the effect of the 

subjective tax burden (3.39), social norm (3.47), and transfer 

benefits from the government (3.48) are higher. The trust in public 

officials (3.00) has a normal level, and it is found that the intention 

to pay additional taxes (1.42) is not very positive. Looking at the 

demographic characteristics, the average age of the sample is 56.04, 

with men accounting for about 66% and the level of education is 

higher than high school and less than four-year universities (4.23). 

The tax compliance of the samples is found to report 40% to 50% of 

cash income in the case of cash reporting (5.82), and the tendency 

to use credit cards (1.71) without omission of VAT is low, preferring 

cash payments. 

Skewness and kurtosis were checked to ensure 

homoscedasticity and normality, which are the basic assumptions of 

regression analysis, and according to West et al. (1995), if the 

absolute value of skewness is less than 3 and the absolute value of 

kurtosis is less than 8, it is known that the standard of the normal 

distribution is met. As a result of the analysis, there were no 

variables that violated this, and finally, the sample number of this 

study, 2,788 was assumed to be large enough to secure normality. 
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<Table 4> Descriptive Statistics 

Variables Min Max Mean SD Skewness Kurtosis 

Independent 

variables 

Aud 1 5 3.20 1.047 (.174) (.551) 

Exp 1 5 3.28 .933 (.205) (.246) 

Bud 1 5 3.39 .695 .028 .501 

Incr 1 5 1.42 .617 1.482 2.685 

Norm 1 5 3.47 .932 (.237) (.300) 

Trst 1 5 3.00 .904 (.194) (.306) 

Ben 1 5 3.48 .944 (.181) (.405) 

Control 

variables 

Age 24 89 56.04 11.91 .202 (.351) 

Income 0 244.95 49.90 22.98 1.115 3.959 

Sex 0 1 .66 .475 (.662) (1.562) 

Edu 1 8 4.23 1.375 (.104) (.509) 

Moderator 

variables 

Ind 1 10 4.89 2.99 .358 (1.008) 

Hir 0 1 .13 .34 2.204 2.858 

Dependent 

variables 

Cash 1 11 5.82 3.946 .154 (1.536) 

VAT 1 4 1.71 1.093 1.239 (.041) 

*Cash: Cash report tendency, VAT: VAT report tendency 
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4.2. Correlation Analysis 
 

According to Pearson’s correlation analysis, there was no 

statistically significant relationship between voluntary cash report 

tendency and VAT report tendency, which are proxy variables of tax 

compliance. In addition, the fear of tax audit and risk of income 

exposure through third parties did not show a significant relationship 

with tax compliance. On the other hand, the subjective tax burden, 

the willingness to pay additional taxes when promoting tax increases, 

social norms, the trust in public officials, and the transfer benefits 

from the government all showed a significant correlation with cash 

reporting tendency. Meanwhile, VAT report tendency showed a 

significant correlation between tax burden and social norm. The 

contents of the correlation analysis are summarized in Table 5 below. 

 
<Table 5> Correlation analysis 

Variable Cash Vat Aud Exp Bud Incr Norm Trst Ben 

Cash 1         

Vat .032 1        

Aud .027 .013 1       

Exp) .028 (.010) .541** 1      

Bud) (.093)** .110** (.032) (.009) 1     

Incr .055** (.011) .059** .014 (.078)** 1    

Norm .079** .083** .036 .050** (.020) .022 1   

Trst .124** (.004) .366** .372** .012 .019 .128** 1  

Ben .096** (.012) .334** .478** .003 -.023 .067** .435** 1 

** p< .01 
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4.3.  Multiple regression analysis 
 

 

4.3.1. Stage 1: Effects of Independent Variables 
 

Hierarchical regression analysis was conducted to verify 

whether the industry category and hiring have a moderating effect on 

independent variables that affect tax compliance of self-employed 

people. In the first stage, the effect of independent variables on cash 

report tendency and VAT report tendency was verified, and in the 

second stage, interaction variables between independent variables 

and control variables were input. To solve the multicollinearity 

problem, independent variables and control variables were mean-

centered 

<Table 6-1> is the first step result of verifying the main effects 

of independent variables by using dependent variables as cash 

income reporting tendency. Looking at the fit of the model, the F 

value is 9.767 and the regression equation estimated is statistically 

significant at the level of p<.001. As a result of verifying the 

significance of the regression coefficient, the subjective tax burden 

(β=-.084, p<.001), the intention to pay additional tax increases 

(β=.045, p<.05), social norm (β=.108, p<.001), trust in public 

official (β=.063, p<.001), transfer benefits from the government 

(β=.073, p<.01) was found to have a significant effect on the cash 

reporting tendency. In other words, the higher the subjective tax 

burden, the lower the tax compliance measured by the tendency to 

report cash income, and conversely, the willingness to pay additional 

taxes, social norms, transfer benefits from the government, and trust 

in public officials are proportional to tax compliance. 
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<Table 6-1> Regression Analysis for Stage 1: Cash Income Report 

Tendency 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

(Constant) 5.055  .933     

9.767***  

.037 

(.033) 

Independent 

Variable 

Aud (.084)  .086  (.022) 1.492 

Exp (.161)  .102  (.038) 1.664 

Bud (.479)  .109  (.084)*** 1.071 

Incr .289  .122  .045* 1.047 

Norm .457  .092  .108*** 1.358 

Trst .274 .082  .063*** 1.029 

Ben .305  .094  .073** 1.446 

Control 

Variable 

Age (.005)  .008  (.015) 1.666 

Income (.009)  .004  (.054)** 1.210 

Sex (.075)  .166  (.009) 1.148 

Edu .034  .070  .012 1.721 

* p< .05, ** p< .01, *** p<.001 
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<Table 6-2> is the first step result of verifying the main effects 

of independent variables by using the dependent variable as the 

tendency to pay VAT. . Looking at the fit of the model, the F value is 

19.223 and the regression equation estimated is statistically 

significant at the level of p<.001. As a result of verifying the 

significance of the regression coefficient, the subjective tax burden 

(β=.059, p<.01), the intention to pay additional tax increases 

(β=-.039, p<.05), trust in public officials (β=.093, p<.001) were 

found to have a statistically significant effect on the tendency to pay 

VAT. In other words, it was found that the higher the personal tax 

burden and the higher the confidence in public officials, the higher 

the tax compliance. Oppositely, the more positive the additional 

payment at the time of tax increase, the lower the tendency to pay 

VAT. 
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<Table 6-2> Regression Analysis for Stage 1: VAT Report 

Tendency 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

(Constant) .881  .254     

19.223***  

.071 

(.067) 

Independent 

Variable 

Aud .029  .023  .028 1.264 

Exp (.022)  .028  (.019) 1.664 

Bud .092  .030  .059** 1.071 

Incr (.069)  .033  (.039)* 1.047 

Norm (.019)  .025  (.016) 1.358 

Trst .112 .022  .093*** 1.029 

Ben (.011)  .025  (.009) 1.446 

Control 

Variable 

Age (.006)  .002  
(.067) 

** 
1.666 

Income .005  .001  .105*** 1.210 

Sex .001  .045  .000 1.148 

Edu .106  .019  .134*** 1.721 

* p< .05, ** p< .01, *** p<.001 
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4.3.2. Stage 2: Analysis of Moderating effect 

 
The hypothesis to be substantially verified in this study is as 

follows. 

 

(Research hypothesis 1) The industry category of Korean self-

employed people will have a moderating effect on the influence of 

independent variables that determine tax compliance. 

 

(Research hypothesis 2) The presence or absence of employees 

of Korean self-employed people will have a moderating effect on the 

influence of independent variables that determine tax compliance. 

 
To verify whether the above hypothesis is supported, a second-

stage regression analysis was conducted by introducing an 

interaction term between independent variables and moderator 

variables. To prove that a moderating effect exists, the amount of 

change in R2 in the model should be statistically significant when the 

interaction term is introduced and the regression coefficient of the 

interaction term should also be statistically significant. Accordingly, 

the analysis results showing the moderating effect are summarized 

below in <Table 7-1>, <Table 7-2>, <Table 7-3>, <Table 7-4>, 

<Table 7-5>, <Table 7-6>, <Table 7-7> 
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<Table 7-1> Moderation Effect: Cash Income Report Tendency - 

Transportation 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) 4.770  .951     

5.600***  

.045 

(.037) 
.007* 

Independent 

Variable 

Aud (.082) .086  (.022) 1.496 

Exp (.154) .102  (.036) 1.675  

Bud (.481) .109  (.085)*** 1.075 

Incr .279 .122 .044** 1.059 

Norm .471 .092 .111*** 1.362 

Trst .258  .083  .059**  1.029  

Ben .294  .094  .070**  1.457  

Control  

Variable 

Age (.005) .008  (.014) 1.689  

Income (.009) .004  (.051)** 1.247  

Sex .065  .198  .008  1.634  

Edu .066  .071  .023  1.768  

Interaction 

Term 

Trans1)*Aud .035  .094  .009  1.559  

Trans*Exp .214  .102  .053*  1.815  

Trans*Bud .023  .078  .006  1.081  

Trans*Incr .007  .084  .002  1.096  

Trans*Norm (.053) .084  (.014) 1.304  

Trans*Trst (.054) .080  (.013) 1.085  

Trans*Ben (.195) .093  (.050)* 1.650  

1) Trans: Transportation 

* p< .05, ** p< .01, *** p<.001 
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<Table 7-2> Moderation Effect: Cash Income Report Tendency 

– Primary & Secondary Industry 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) 5.069  .936     

5.588***  

.044 

(.036) 
.007* 

Independent 

Variable 

Aud (.084) .086  (.022) 1.508  

Exp (.161) .102  (.038) 1.672  

Bud (.476) .110  (.084)*** 1.083  

Incr .315  .122  .049* 1.060  

Norm .446  .092  .105***  1.364  

Trst .264  .083  .060**  1.035  

Ben .307  .094  .073**  1.452  

Control  

Variable 

Age (.008) .008  (.023) 1.776  

Income (.009) .004  (.053)** 1.259  

Sex (.006) .179  (.001) 1.345  

Edu .043  .072  .015  1.827  

Interaction 

Term 

eTert1)*Aud .061 .092  .016 1.578  

eTert*Exp (.062)  .096  (.016)  1.760  

eTert*Bud (.077)  .077  (.020)  1.103  

eTert*Incr .139 .078  .034 1.078  

eTert*Norm (.100)  .086  (.026)  1.401  

eTert*Trst .027 .074  .007 1.038  

eTert*Ben .262 .089  .068** 1.518  

1) eTert:  Agriculture, forestry, fisheries, manufacturing, and construction industries other 

than tertiary industries 

* p< .05, ** p< .01, *** p<.001 
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<Table 7-3> Moderation Effect: VAT report tendency - 

Accommodation and Food Industry 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) .894  .254     

10.213***  

.078 

(.071) 
.007* 

Independent 

Variable 

Aud .027  .023  .026  1.496  

Exp (.024) .028  (.020) 1.668  

Bud .087  .030  .055**  1.082  

Incr (.067) .033  (.038)* 1.053  

Norm (.021) .025  (.018) 1.366  

Trst .111  .022  .092***  1.032  

Ben (.009) .025  (.007) 1.454  

Control  

Variable 

Age (.006) .002  (.069)** 1.694  

Income .005  .001  .104***  1.223  

Sex .007  .046  .003  1.198  

Edu .110  .019  .139***  1.732  

Interaction 

Term 

Acf1)*Aud .011  .023  .011  1.427  

Acf*Exp .018  .026  .016  1.592  

Acf*Bud (.064) .022  (.058)** 1.144  

Acf*Incr (.026) .022  (.022) 1.084  

Acf*Norm .004  .024  .003  1.343  

Acf*Trst .005  .020  .005  1.067  

Acf*Ben (.028) .023  (.024) 1.252  

1) Acf: Accomodation and Food 

* p< .05, ** p< .01, *** p<.001 
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<Table 7-4> Moderation Effect: VAT report tendency –  

Real estate activities and renting and leasing 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) .970  .255     

10.770***  

.082 

(.075) 
.011*** 

Independent 

Variable 

Aud .027  .023  .026  1.499  

Exp (.018) .028  (.015) 1.670  

Bud .096  .030  .061**  1.085  

Incr (.061) .033  (.035) 1.053  

Norm (.023) .025  (.019) 1.368  

Trst .100  .023  .083***  1.045  

Ben (.012) .025  (.010) 1.449  

Control  

Variable 

Age (.007) .002  (.073)** 1.691  

Income .005  .001  .103***  1.221  

Sex (.008) .045  (.004) 1.161  

Edu .102  .019  .128***  1.771  

Interaction 

Term 

Asset1)*Aud (.005) .027  (.005) 1.515  

Asset*Exp .047  .027  .042*  1.832  

Asset*Bud .089  .024  .075***  1.210  

Asset*Incr .006  .022  .005  1.083  

Asset*Norm (.077) .026  (.069)** 1.664  

Asset*Trst .025  .021  .026  1.344  

Asset*Ben (.002) .024  (.002) 1.495  

1) Asset: Real estate activities and renting and leasing 

* p< .05, ** p< .01, *** p<.001 

 



 ５０ 

 <Table 7-5> Moderation Effect: VAT report tendency –  

Construction 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) .913  .255     

10.869***  

.083 

(.075) 
.007* 

Independent 

Variable 

Aud .033  .023  .031  1.499  

Exp (.020) .028  (.017) 1.672  

Bud .091  .030  .058**  1.078  

Incr (.069) .033  (.039)* 1.053  

Norm (.021) .025  (.018) 1.363  

Trst .105  .022  .087***  1.038  

Ben (.009) .025  (.008) 1.450  

Control  

Variable 

Age (.007) .002  (.072)** 1.697  

Income .005  .001  .095***  1.237  

Sex .029  .051  .012  1.458  

Edu .104  .019  .131***  1.763  

Interaction 

Term 

Const1)*Aud (.019) .024  (.017) 1.361  

Const*Exp .040  .026  .035  1.573  

Const*Bud (.002) .021  (.002) 1.253  

Const*Incr (.045) .023  (.038)* 1.071  

Const*Norm (.053) .024  (.049)* 1.450  

Const*Trst .016  .021  .015  1.159  

Const*Ben .022  .025  .019  1.581  

1) Const: Construction 

* p< .05, ** p< .01, *** p<.001 
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<Table 7-6> Moderation Effect: VAT report tendency –  

Membership organizations and repair and other personal services 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) .889  .253     

11.084***  

.084 

(.077) 
.011*** 

Independent 

Variable 

Aud .031  .023  .030  1.504  

Exp (.023) .028  (.019) 1.668  

Bud .084  .030  .054**  1.078  

Incr (.078) .033  (.044)* 1.059  

Norm (.018) .025  (.015) 1.363  

Trst .106  .022  .088***  1.033  

Ben (.013) .025  (.012) 1.455  

Control  

Variable 

Age (.006) .002  (.062)** 1.687  

Income .005  .001  .100***  1.223  

Sex .000  .045  .000  1.152  

Edu .115  .019  .144***  1.744  

Interaction 

Term 

Etsrv1)*Aud .004  .024  .004  1.519  

Etsrv*Exp (.017) .026  (.015) 1.559  

Etsrv*Bud .022  .020  .020  1.081  

Etsrv*Incr .053  .019  .052**  1.053  

Etsrv*Norm .019  .023  .018  1.361  

Etsrv*Trst (.047) .021  (.043)* 1.073  

Etsrv*Ben (.038) .024  (.033) 1.350  

1) Etsrv: Membership organizations and repair and other personal services 

* p< .05, ** p< .01, *** p<.001 
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<Table 7-7> Moderation Effect: VAT report tendency –  

Hiring employee 

 

Variables В S.E. β VIF F 
R2 

(adjR2) 

R2 

change  

(Constant) .889  .253     

10.263***  

.079 

(.071) 
.008* 

Independent 

Variable 

Aud .031  .023  .030  1.496  

Exp (.026) .028  (.022) 1.677  

Bud .095  .030  .061**  1.087  

Incr (.064) .033  (.036) 1.054  

Norm (.022) .025  (.018) 1.366  

Trst .110  .022  .091***  1.033  

Ben (.010) .025  (.009) 1.451  

Control  

Variable 

Age (.006) .002  (.064)** 1.699  

Income .005  .001  .099**  1.563  

Sex .004  .045  .002  1.168  

Edu .106  .019  .133**  1.768  

Interaction 

Term 

Hir1)*Aud (.011) .024  (.011) 1.453  

Hir*Exp (.007) .026  (.007) 1.553  

Hir*Bud (.023) .020  (.023) 1.216  

Hir*Incr (.000) .020  .000  1.057  

Hir*Norm .029  .023  .027  1.323  

Hir*Trst .074  .020  .069***  1.042  

Hir*Ben (.004) .024  (.003) 1.343  

1) Hir: Hiring employee 

* p< .05, ** p< .01, *** p<.001 
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<Table 7-1> summarizes the results of the regression analysis 

using the dependent variable as the tendency of reporting cash 

income and the moderator variable as transportation 

(transportation= 1, the rest of the industry= 0). The regression 

model was statistically significant (F=5.600, p<.001) The amount of 

change in explanatory power (R2 Change) of the two-stage model 

for the first-stage model is .007, which is significant at level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 

transportation and transfer benefits from the government was 

negatively (-) significant. In other words, in the case of the 

transportation industry of self-employed people, it has a moderating 

effect that reduces the positive (+) effect of the degree to which 

self-employed people think transfer benefits from the government 

are important on self-employed people's cash income report 

tendency. 

<Table 7-2> summarizes the results of the regression analysis 

using the dependent variable as the tendency of reporting cash 

income and the moderator variable as the primary and secondary 

industry (agriculture, forestry, fisheries, manufacturing, and 

construction = 1, the rest of the industry= 0). The regression model 

was statistically significant (F=5.588, p<.001) The amount of change 

in explanatory power (R2 Change) of the two-stage model for the 

first-stage model is .007, which is significant at level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 
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primary-secondary industry and transfer benefits from the 

government was positively (+) significant. In other words, in the 

case of the primary and secondary industries of self-employed 

people, it has a moderating effect that increases the positive (+) 

effect of the degree to which self-employed people think transfer 

benefits from the government are important on self-employed 

people's cash income report tendency. 

<Table 7-3> summarizes the results of the regression analysis 

using the dependent variable as the tendency of reporting VAT and 

the moderator variable as the accommodation and food industry 

(accommodation and food industry= 1, the rest of the industry= 0). 

The regression model was statistically significant (F=10.213, p<.001) 

The amount of change in explanatory power (R2 Change) of the two-

stage model for the first-stage model is .007, which is significant at 

level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 

accommodation and food industry and the subjective tax burden was 

negatively (-) significant. In other words, in the case of the 

accommodation and food industry of self-employed people, it has a 

moderating effect that reduces the positive (+) effect of the 

subjective tax burden on self-employed people's VAT report 

tendency. 

<Table 7-4> summarizes the results of the regression analysis 

using the dependent variable as the tendency of reporting VAT and 

the moderator variable as the real estate activities and renting and 
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leasing industry (real estate activities and renting and leasing= 1, the 

rest of the industry= 0). The regression model was statistically 

significant (F=10.770, p<.001) The amount of change in explanatory 

power (R2 Change) of the two-stage model for the first-stage model 

is .011, which is significant at level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 

real estate activities and renting and leasing industry and the 

subjective tax burden was positively (+) significant. In other words, 

in the case of the real estate activities and renting and leasing 

industry of self-employed people, it has a moderating effect that 

increases the positive (+) effect of the subjective tax burden on 

self-employed people's VAT report tendency. 

<Table 7-5> summarizes the results of the regression analysis 

using the dependent variable as the tendency of reporting VAT and 

the moderator variable as the construction industry (construction= 

1, the rest of the industry= 0). The regression model was 

statistically significant (F=10.869, p<.001) The amount of change in 

explanatory power (R2 Change) of the two-stage model for the first-

stage model is .007, which is significant at level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 

construction industry and the degree of intention to pay additional tax 

increases for welfare purposes was negatively (-) significant. In 

other words, in the case of the construction industry of self-

employed people, it has a moderating effect that increases the 
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negative (-) effect of the degree of intention to pay additional tax 

increases on self-employed people's VAT report tendency. 

<Table 7-6> summarizes the results of the regression analysis 

using the dependent variable as the tendency of reporting VAT and 

the moderator variable as the membership organizations and repair 

and other personal services industry (membership organizations and 

repair and other personal services= 1, the rest of the industry= 0). 

The regression model was statistically significant (F=11.084, p<.001) 

The amount of change in explanatory power (R2 Change) of the two-

stage model for the first-stage model is .011, which is significant at 

level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 

membership organizations and repair and other personal services 

industry and the degree of intention to pay additional tax increases 

for welfare purposes was positively (+) significant. Also, the 

interaction term between the membership organizations and repair 

and other personal services industry and the trust in public officials 

was negatively (-) significant. In other words, in the case of the 

membership organizations and repair and other personal services 

industry of self-employed people, it has a moderating effect that 

reduces the negative (-) effect of the degree of intention to pay 

additional tax increases on self-employed people's VAT report 

tendency. In addition, it has a moderating effect that reduces the 

positive (+) effect of the trust in public officials on self-employed 

people's VAT report tendency. 
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Finally, <Table 7-7> summarizes the results of the regression 

analysis using the dependent variable as the tendency of reporting 

VAT and the moderator variable as to whether self-employed people 

hire employees or not (hiring employee= 1, not hiring employee= 0). 

The regression model was statistically significant (F=10.263, p<.001) 

The amount of change in explanatory power (R2 Change) of the two-

stage model for the first-stage model is .008, which is significant at 

level p<.05. 

As a result of verifying the significance of the regression 

coefficient of the interaction term, the interaction term between the 

hiring employee and the trust in public officials was positively (+) 

significant. In other words, in the case of self-employed people 

hiring employees, it has a moderating effect that increases the 

positive (+) effect of the trust in public officials on self-employed 

people's VAT report tendency. 

 

To sum up, research hypothesis 1 was partially adopted because 

some industries showed the moderating effect of self-employed 

people’s industry category on tax compliance, and research 

hypothesis 2 was also partially adopted because the moderating 

effect was only in one dependent variable (VAT report tendency). 

The hypothesis verification results of this study are summarized in 

<Table 8>. 
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<Table 8> Hypothesis Verification Results 

Hypothesis Content Result 

1 

The industry category of Korean self-employed people will 

have a moderating effect on the influence of independent 

variables that determine tax compliance. 

Partially 

adopted 

2 

The presence or absence of employees of Korean self-

employed people will have a moderating effect on the 

influence of independent variables that determine tax 

compliance. 

Partially 

adopted 
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Chapter 5. Conclusion 

 

 

5.1. Summary of research findings 
 

This study tried to measure whether the influence of the 

independent variable including fear of tax audit, income exposure by 

a third party, intention to pay additional tax, social norms, trust in 

public officials, and transfer benefits from the government on the tax 

compliance as a dependent variable varies depending on the industry 

category and hiring of the self-employed people. Based on this, the 

hypotheses to be verified in this study are as follows. 

 

(Research hypothesis 1) The industry category of Korean self-

employed people will have a moderating effect on the influence of 

independent variables that determine tax compliance. 

(Research hypothesis 2) The presence or absence of employees 

of Korean self-employed people will have a moderating effect on the 

influence of independent variables that determine tax compliance. 

 

To verify the above research hypothesis, data from National 

Survey of Tax and Benefit gathered by the Korea Institute of Public 

Finance during 2016-2017 were used, and 2,788 observations were 

selected for analysis. Using the regression analysis of the SPSS 

program, the influence of the independent variable on the dependent 

variable was first checked, and then the interaction term between the 

moderator variable and the independent variable was gradually 
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introduced to examine the moderating effect. The results of the 

above analysis are summarized as follows. 

First, in the relationship between the independent and dependent 

variables, self-employed people's subjective tax burden, intention to 

pay additional taxes, social norms, trust in public officials, and 

transfer benefit from the government had a statistically significant 

effect on cash income reporting tendency. Among them, the 

subjective tax burden, the intention to pay additional taxes, and the 

trust in public officials also had a statistically significant effect on the 

tendency to pay VAT. 

Second, the first research hypothesis, "The industry category of 

Korean self-employed people will have a moderating effect on the 

influence of independent variables that determine tax compliance.", 

is partially adopted. When the dependent variable was used as a cash 

income reporting tendency, the regression coefficient of the 

interaction term in the case of the transportation and primary-

secondary industry was statistically significant, and when the 

dependent variable was used as a VAT reporting tendency, the 

regression coefficient of the interaction term in the case of the 

accommodation and food, real estate activities and renting and leasing, 

construction, and membership organizations and repair and other 

personal services was statistically significant. 

Third, the second research hypothesis, "The presence or 

absence of employees of Korean self-employed people will have a 

moderating effect on the influence of independent variables that 

determine tax compliance.", is partially adopted. When the dependent 
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variable was used as a cash income reporting tendency, the 

regression coefficient of the interaction term in the case of the hiring 

employee was not statistically significant, but when the dependent 

variable was used as a VAT reporting tendency, the regression 

coefficient of the interaction term was statistically significant. 

 

 

5.2. Discussion and Implications 
 

Traditional studies related to taxpayers' tax compliance have 

revealed that economic incentives represented by fear of tax audits 

are a powerful factor in determining taxpayers' tax compliance. 

Although recent studies tend to expand the scope of analysis to other 

variables than economic factors, the proposition that risk-averse 

taxpayers determine tax compliance on their own by considering 

risks such as tax audits and additional tax rates has been confirmed 

in theory and practice. 

In this context, it is noteworthy that this study of only self-

employed people showed that fear of tax audits and fear of income 

exposure by third parties, which can be called economic 

independence variables, had no significant relationship with cash 

income reporting and VAT payment tendency. This suggests that if 

the tax authority's access to improve tax compliance of self-

employed people relies solely on the compulsory collection, it may 

not have a great effect, and on the contrary, it may be more important 

to expand policy consideration to induce voluntary sincere reporting 

by self-employed people. It can be viewed positively in this respect 
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that the NTS is recently reducing the number of tax audits for small 

business owners to reduce unnecessary collection costs and tax 

cooperation costs. 

On the other hand, both the subjective tax burden and the 

intention to pay additional taxes of self-employed people were 

significantly related to dependent variables, but this shows that their 

influence is in the opposite direction depending on the dependent 

variable. That is, the higher the tax burden, the lower the tendency 

to report cash, while the willingness to pay VAT increased. Also, the 

higher the willingness to pay additional tax, the higher the tendency 

to report cash, while the willingness to pay VAT decreased. It fits 

the common sense that the higher the subjective tax burden, the more 

conceal cash income, and on the contrary, the more positive the tax 

increase is, the more active it is in reporting income. However, in the 

case of the VAT report, the opposite conclusion was drawn from this 

common sense, and this phenomenon can be viewed from the 

following two perspectives. 

First of all, it is possible to explain that using credit cards reduces 

the tax burden on self-employed people. In this regard, it is worth 

noting that the situation presented in the questionnaire assumes a 

purchase transaction rather than exposing and reporting one's income. 

This is because business operators can receive a refund of the 

value-added tax paid when purchasing items through a system called 

input tax deduction. Therefore, if respondents recognized the 

situation of the question as a purchase transaction, there is no 

difference in terms of value-added tax between cash transactions 
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and transactions through credit cards. Rather, if self-employed 

people use business credit cards to purchase goods, they can receive 

benefits equivalent to a certain percentage of the purchase amount, 

and some credit card companies can also offer tax-related services. 

In addition, credit card purchases can prove spending without much 

effort, so credit card payments are considered more of a useful 

means of handling costs rather than paying burdensome taxes. As 

such, purchases using credit cards can benefit more than cash 

purchases without VAT due to the accompanying merits, it can be 

interpreted that self-employed people with higher tax burdens may 

prefer to purchase credit cards. The negative relationship between 

the willingness to pay additional taxes for welfare and the willingness 

to pay VAT can also be viewed in a similar context. In other words, 

self-employed people make purchases using credit cards because it 

is a more useful means of purchasing that provides more benefits 

than cash, so it has nothing to do with their willingness to pay taxes 

faithfully. As a result, the act of choosing a purchase using a credit 

card may appear regardless of the intention to pay additional taxes 

when increasing taxes. 

Combining the above interpretations, it can be said that self-

employed people recognize value-added tax separately according to 

purchase and sales transactions, and there is a high possibility of 

normal and decent transactions when purchasing. For the tax 

authorities, it would be desirable to promote tax administration by 

focusing more on ways to prevent sales omissions concerning the 

evasion of VAT by self-employed people.  



 ６４ 

The effect of trust in public officials was statistically significant 

in both dependent variables. It has been supported by many previous 

studies that the higher the trust in public officials, the more positively 

they influence taxpayers' tax compliance. This study shows that the 

importance of the trust of public officials is still proven in the self-

employed group, and it can be seen that the integrity and fair 

operation of public officials, especially tax officials, can be the most 

important means to induce sincere tax payment of self-employed 

people. 

Next, in this study, the moderating effect of the self-employed 

people's industry and hiring on the determinants of tax compliance 

was confirmed. First of all, the fact that transportation showed a 

negative moderating effect related to the transfer benefits from the 

government and cash income reporting tendency means that 

transporters who think that benefits from the government are 

important for tax compliance tend to conceal cash income more than 

other industries. It is difficult to make a conclusive inference on this, 

but it can be interpreted that benefits such as public support provided 

to transport workers by the government are somewhat unsatisfactory. 

In other words, the more the transport workers think the benefits 

received from the government are important, the less they regard 

that the benefits they are currently receiving are sufficient to prevent 

income concealment. According to the analysis of Kim et al. (2012) 

for truckers, the oil price subsidy system, a representative 

government support measure for the transportation industry, 

compensates for the income of truckers, but it is not enough to 
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fundamentally improve their low net income. Rather, oil price 

subsidies account for a very high proportion of their net income, so 

if the subsidies are not paid, truckers may fall into the poorest class. 

In addition, since transportation fees are calculated in consideration 

of oil price subsidies the payment of oil price subsidies is recognized 

as a natural right of truckers, not a benefit from the government. Jung 

(2008)'s analysis that more than 80% of drivers in the transportation 

industry have a negative perception of the government's transport 

policy, and the highest complaint factor corresponds to the 

government's low oil subsidies can also support the view that the 

government's benefits are somewhat insufficient to the 

transportation industry. Given this interpretation, expanding the 

benefits of public services to transport workers will be a major 

measure to induce sincere tax payment of the transportation industry. 

This also should be combined with emphasizing that these benefits 

eventually stem from sincere payments. 

On the contrary, in the case of self-employed people engaged in 

the primary and secondary industries, the moderating effect on the 

relationship between the government benefit and cash income 

reporting tendency was positive. In other words, in the case of self-

employed people engaged in the primary and secondary industry, the 

more they think that the benefits of public services from the 

government are related to their sincerity reporting, the stronger the 

tendency to actually report sincerity. Therefore, it can be interpreted 

that self-employed people in the primary and secondary industries 

have a relatively strong sense of tax effectiveness from public 
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service benefits. 

In the case of the accommodation and food and real estate 

activities and renting and leasing industry, the moderating effect 

between the subjective tax burden and the tendency to pay VAT was 

positive (+) and negative (-), respectively. The real estate activities 

and renting and leasing industry strengthen the positive (+) 

relationship between the tax burden and the tendency to pay VAT, 

and the accommodation and food industry weakens it. The real estate 

and rental industries are relatively common in transactions through 

expenditure evidence, so receiving qualified evidence such as credit 

card transaction details for input tax deductions is a major means to 

reduce the tax burden. On the other hand, the accommodation and 

food industry is a business that mainly supplies goods or services to 

consumers, not business operators, and is an industry that issues 

receipts not tax invoices under the Value-Added Tax Act. So in the 

case of the accommodation and food industry, it is more frequent to 

receive only the supply price without VAT in cash from the final 

consumer, and it can be considered that this transaction pattern also 

affected the business owners. Considering that the accommodation 

and food business can show a high tax avoidance tendency, as pointed 

out by Park (1997), it can be said that the higher the tax burden on 

the accommodation and food businesses, the more incentives to omit 

VAT. In this respect, encouraging end consumers to receive evidence 

such as credit card receipts can also affect the tax compliance of 

self-employed people who operate accommodation and food 

businesses. 
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In the case of the construction and membership organizations and 

repair and other personal services industry, the moderating effect 

between the intention to pay additional taxes and the tendency to pay 

VAT was negative (-) and positive (+), respectively. The 

construction industry strengthens the negative (-) relationship 

between the willingness to pay additional tax and the tendency to pay 

VAT, and the membership organizations and repair and other 

personal services industry industries weaken it. For constructors, 

tax invoices are mainly used rather than credit cards in transactions, 

so the perception of the relationship between VAT payment and 

credit card payment may not be stronger than in other industries. 

Conversely, membership organizations and repair and other personal 

services industries often deal with end consumers, and most 

transactions are made through credit cards, so the relationship 

between credit card transactions and VAT can be relatively familiar. 

For self-employed people with employees, the positive (+) 

effect of trust in public officials on tax compliance was further 

strengthened. When it comes to this, it can be recalled that laws and 

regulations have already been established to regulate self-employed 

people who hire employees because most of them maintain a more 

traditional type of business with workplaces. That is to say, self-

employed people with employees may have more contact with public 

officials than self-employed people without employees in running a 

business. This makes it possible to infer that it further strengthens 

the effect of the credibility of public officials on tax compliance of 

self-employed people with employees. Therefore, it can be said that 
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it is desirable from the perspective of tax compliance to promote 

policies related to improving the credibility of public officials, such as 

improving public service quality, removing unnecessary regulations, 

and handling fair work processes. However, for self-employed 

people who do not have employees, it is necessary to try a 

customized approach to induce voluntary sincerity reporting from 

various angles. In summary, since the factors that determine tax 

compliance of self-employed people vary by industry and the 

presence of the employee, it is desirable to prepare policy measures 

to encourage sincere tax payment according to the characteristics of 

each self-employed people group. 

Despite the above implications, this study has the following 

limitations in terms of data, variable definition, and analysis methods. 

First of all, since this study was not an analysis using actual tax data, 

but relied on subjective responses from taxpayers, bias may arise in 

the content of the response. In addition, it can be pointed out that the 

tendency to report cash income and the tendency to pay VAT, which 

were used as proxy variables for tax compliance intention in this 

study, may not lead to actual behavior in the context of reality. In 

particular, in the case of the tendency of reporting VAT, the survey 

questions in the 2016 and 2017 years are slightly different, and it is 

possible that the respondents' trend was not accurately reflected in 

the process of transforming them into a 4-point scale. Also, there is 

a limitation in that it is difficult to quickly generalize the results of 

this study because responses from minority industries that cannot be 

analyzed were excluded from the sample, and various industries such 
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as real estate and leasing, membership organization, repair, and other 

personal service industries are mixed. In subsequent studies, it is 

expected that more advanced results will be derived by 

supplementing these limitations. 
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Abstract in Korean 

 

세금에 대한 흔한 오해 중 하나는, 세무 당국의 세무조사에 의한 

강제 추징액이 전체 세수에서 큰 비중을 차지할 것이라는 생각이다. 

그러나 실제로 세무조사를 통해 추징한 세액이 전체 국세 징수액에서 

차지하는 비율은 2%에 미치지 못하며, 세무조사의 대상 또한 개인과 

법인을 통틀어 전체 사업자 중 1% 미만에 그치고 있다. 오히려 

납세자의 자발적 납세에 의한 세금 납부액이 국세수입의 대부분을 

차지하고 있는 것이다. 그러나 애초에 납세자가 신고를 할 마음이 없어 

소득을 모두 은닉한다든지, 또는 실제로 내야 할 세금보다 적게 신고를 

하는 경우가 필연적으로 발생하게 되므로 세수확보의 관점에서 납세자의 

조세순응의 문제가 중요하게 대두된다.  

그간의 선행 연구는 세율 및 세무조사 확률, 또는 탈세 적발 시 

벌금의 크기 등 경제적 요인을 비롯하여 개인의 도덕성이나 사회적 규범, 

나아가 인구통계학적 변수 등 납세자의 조세 순응도를 결정하는 여러 

요인들을 규명하여 왔으나, 대체로 변수의 효과성을 검증하는 데 목적을 

둔 나머지 개별 납세자의 특성에 따른 조세순응 요인에 관심을 둔 

연구는 거의 찾아볼 수 없는 상황이다. 그러나 조세 순응에 대한 연구는 

궁극적으로 세무 정책에 대한 함의를 도출할 수 있도록 하는 것이 

바람직하다. 납세자의 조세 순응을 결정하는 독립변수들을 탐색한다는 

것은 곧 세무 당국이 이 독립변수들을 자극하여 납세자의 조세 순응도를 

높이고 나아가 국세 수입을 증진시킬 때에 의미가 있는 것이기 때문이다. 

이러한 목적을 달성하기 위해서는 단순히 전체 납세자의 조세 순응에 

영향을 미치는 요인에만 관심을 둘 것이 아니라, 이들을 분류하여 각 

납세자 그룹의 조세순응도에 미치는 요인을 분석적으로 탐색하는 것이 

중요하다. 따라서 본 연구는 한국조세재정연구원에서 조세 및 재정 

정책의 개선을 목적으로 시행해 온 재정패널조사자료를 기초로 국내 
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자영업자에 초점을 맞추어 연구하되, 이들의 조세 순응도와 연관된 

결정요인에 자영업자의 업종 및 고용원 고용 여부가 조절효과를 가지는 

지 여부를 분석함으로써 보다 정교한 정책적 함의를 도출하고자 하였다.  

연구 결과, 본인의 주관적 세부담 및 복지를 위한 증세에 대한 세금 

추가납부 의향, 타인의 조세순응으로 측정된 사회 규범에 대한 인식, 

공무원에 대한 신뢰도, 정부로부터 받는 혜택에 대한 자영업자의 인식이 

현금소득 신고 경향에 유의미한 영향을 미쳤으며, 이 중 본인의 세부담, 

증세 시 추가납부 의향, 공무원 신뢰도는 부가가치세 납부 경향에도 

유의미한 영향을 미치고 있음을 알 수 있었다. 또한 운수업과 일이차 

산업(농림어업, 제조업, 건설업)의 경우 정부로부터의 혜택에 대한 

자영업자의 인식이 현금소득 신고 경향에 미치는 영향에 대한 

조절효과가 확인되었으며, 숙박음식업, 부동산업 및 임대업, 건설업, 

협회, 단체, 수리업 및 기타 개인서비스업에서는 본인의 주관적 세부담, 

증세 시 추가 납부 의향, 공무원 신뢰도가 부가가치세 납부 경향에 

미치는 영향에 대한 조절효과가 존재하였다. 그리고 고용원이 있는 

자영업자의 경우, 공무원의 신뢰도가 부가가치세 납부 경향에 미치는 

영향에 대해 조절효과를 보였다. 따라서 본 연구는 자영업자의 

조세순응을 결정하는 요인이 업종 및 고용 여부에 따라 상이할 수 

있다는 결론에 이르렀으며, 이를 통해 세무당국의 성실납세 장려방안이 

각 사업자의 특성에 부합할 수 있도록 세분화되어야 한다는 정책적 

시사점을 도출하였다. 

 

 

 

주요어: 조세순응, 자영업자, 주 업종, 고용원 고용 여부, 성실납세 
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