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Simplified Tax System for Small

Business of Korea

Shim, Tae-Sup® - Kim, Yu-Chan** - Jeon, Kyu-An***

<{Abstract>
Since 2005, Korean Ministry of Finance and Economy has developed the Simplified Tax System

(STS) targeting small business companies that are willing to faithfully report corresponding tax
amounts in Korea. The system is designed to reduce the compliance costs of the companies by
allowing them to calculate their taxes with the simplified tax rule.

The purpose of the research is to introduce the Simplified Tax Systems (STS) and to provide
the policy alternatives for the successful implementation of the STS. By doing that the paper
reviews the main ideas and history of the STS. Futhermore the authors of this paper look into
the similar systems of the United States of America, Germany and Australia in order to extract
some policy implications for improving the effectiveness of the STS. For the successful
implementation of the STS the annual turnover threshold for the eligibility of the STS must be
raised, and STS has to be also applied to such taxpayers, who disclose their taxable income
automatically with new electronic accounting system. In addition, the taxpayers could be also
qualified with tax adviser's recommendations and for the determination of taxable income
Cash-Flow method must be seriously considered to introduce. Further more financial and
non-financial benefits should be given to the taxpayers for adopting STS.

<Key words> Simplified Tax System, small business companies
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