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ABSTRACT

This research constructs a general tax evasion model to explore the interaction between
self-insurance of tax - payer and audit effort of government. Results of comparative static
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analysis show that self-insurance perform a positive relationship with both marginal tax rate and
sanction rate. In the other word, higher marginal tax rate or sanction rate would lead to more
self-insurance of tax - payer. But the effect is ambiguous for the audit effort. It depends on the
magnitude of the direct effect of tax audit expenditure and the indirect effect of self-insurance.
Regarding the reported income, higher reported income would inspire self-insurance of tax -
payer, and reduce the audit expenditure intuitively.
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