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Djibouti  |Australia Austria Bahrain  |Antigua
Liberia  |Cook Islands Andorra Dubai  [Anguilla
Mauritius |Guam Campione Israel Aruba
Seychelles {Hong Kong Cyprus Kuwait |Bahamas
Tangier  |Japan” Gibraltar Lebanon |Barbados
Macau Guernsey Oman Belize
Malaysia” Hungary Bermuda
Marianas Ireland” British Virgin Islands
Marshall Islands |Sark & Isle of Man Cayman Islands
Micronesia Jersey Costa Rica
Niue Liechtenstein Dominica
Philippines Luxembourg Grenada
Singapore” Malta Montserrat
Thailand” Madeira Netherlands Antilles
Vanuatu Monaco St. Kitts and Nevis
Western Samoa  |Netherlands St. Lucia
Russia Panama
Switzerland Puerto Rico
UK? St. Vincent & the Grenadines
Turks & Caicos Islands
United States”
Uruguay

: 1) Japanese Offshore Market(JOM)

2) Labuan

3) Asian Currency Units(ACUs)

4) Bangkok International Banking Facilities(BIBFs)

5) Dublin

6) London

7) US International Banking FacilitiesIBFs): New York, Miami,
Houston, Chicago and Los Angeles-San Francisco

A& 1 Shosh and Doggart, Bank of International Settlements, IMF Staff

Paper, 1993.

U.N. Office for Drug Control Crime Prevention, 1998.
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<Abstract>

The Economic Effects of International
Tax Avoidance and Evasion

Jongseok An and Joonook Choi

We investigate characteristic features as well as economic
effects of international tax avoidance and evasion in this
report. The results of this research can be summarized as
follows.

A tax authority may use a strong investigation as a
measure to reduce tax fraud on foreign source income of
domestic investors. This measure is supposed not only to
reduce taxpayers’ incentives to avoid or evade domestic taxes
on foreign source income but also to have the effects of
promoting domestic investment. This follows because the
measure raises expected tax burden on foreign source income
while keeping tax burden on domestic source income
unchanged.

However, a tax authority should be very careful in
investigating domestic source income attributed to foreign
investors. The tax investigation may have negative effects on
investment inflows from abroad even though it might reduce
the incentives for tax fraud.

A cut in tax rate on capital income could be served as a

measure for the two purposes at the same time: reducing
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international tax fraud and inducing domestic investment. This
policy is seemed to be effective regardless of the form of tax
fraud. A tax cut reduces incentives to avoid or evade taxes
on foreign source income of domestic investors. In addition, it
also provides domestic investors incentives to invest at home
instead of abroad by giving more benefit to the investment at
home than to the investment abroad. A tax cut applied to
domestic source income also have the effects of reducing
incentives to avoid or evade tax burden on domestic source

income while inducing investment inflows from abroad.
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