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Abstract

This study attempts to develop a behavioral model of enterprises' decision making
in making business income tax filing by using decision analysis method, treating SMEs
as the only decision maker to make filing decisions under different assumptions of
business tax rate, and finally deducing the decision threshold of which filing system
should be adopted. Two models are developed based on the decision problem: one is to
treat the tax rate of the tax inspection authority as a constant; the other is to treat the tax
rate as a variable that is affected by business annual revenue and industry types.
According to the results of the models, it can be concluded that when enterprises have
higher revenue, their decision threshold for reporting expenses decreases, and the higher
the risk of being investigated when filing under the “Audit by Reviewing Declaration on
Tax Returns Expanding to the Cases Qualified for the Standards Issued by the MOF” ,
the less enterprises will use the filing system. On the other hand, the probability of tax
investigation of tax inspection authority will be affected by different industries, when
the industry in the tax authorities approved the “Net Profit Margin Ratio of Audit by
Reviewing Declaration on Tax Returns Expanding to the Cases Qualified for the
Standards Issued by the MOF” and the greater the difference between The Profit
Standard of the Same Trade Concerned, the tax authorities will go to the enterprise to
investigate the tax. Therefore, industrial types will also affect the decision to use the
“Audit by Reviewing Declaration on Tax Returns Expanding to the Cases Qualified for
the Standards Issued by the MOF”.

Keywords: Small and Medium-sized Enterprises(SMEs), Business income tax, Audit
by Reviewing Declaration on Tax Returns Expanding to the Cases Qualified for the
Standards Issued by the MOF, The Standards of Income, The Profit Standard of the

Same Trade Concerned
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