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E; & 25223 | 15,098 | £240.1 | 4841 | 2679 | 2,604| 2462 | 2410 A7S5
27 184,605 | 122,407 | A33.7 | 29,004 | 2763 | 13,515 | A53.4 | 12,546 | A7.2
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(10,1594 7), @ T 72,4544 9), BAZEAR6.19)5 Foto] 2= gdolt)h. HAA=
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= 73

3
MNAAFAAB A ) | 838,690 | 983,796 | 17. 1,089,511 | 10.7 | 1,371,723 | 259 | 203

Aeis :E]-k“ﬂ(}z\‘]l% A A7A Y AR 02 EFE & vkl FA| A o R HEHAY
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13) "™™eade Committes, The Structure and Reform of Direct Taxation. 1978, p.142.
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Improvement on Tax Incentives for Selecting

a Pension in an Aging Society

Seong—Hoon Moon" * Su—Sung Kim"*

<{Abstract>

To face the aging society, the income security after retirement is considered more important than

in the past. The income security for one’s later years should be provided at personal level as well
as at the national level through a variety of methods of the pension system. Through the national
pension scheme at the national level, the retirement pension scheme at the commercial level, and
the personal savings pension at individual level, a three—layer security system is built. and the
personal portable pension system called the Individual Retirement Pension (‘IRP’ hereinafter) is
prepared for those with high employee turnover. Although the three-layer pension system is
provided by the government, in case of having other income source, receiving a lump sum is
considered favourable than a pension due to the fact that the current taxation applied on pension
income included in comprehensive income tax creates relatively unfavourable tax burden compared
to retirement income tax. In case of receiving a lump sum, it is classified as retirement income
tax whereas receiving a pension is taxed as comprehensive income ; because the pension income
tax is imposed on the combined pension income, the tax burden resulted in comprehensive income
tax is relatively heavy compared to the retirement income tax. Therefore, a retiree receiving
several different pensions has the incentive to choose to receive a lump sum for some of pensions
rather than receive them all as pensions. This can be contrary to the government policy that is set
to secure the income after the retirement through a three —layer pension system.

On the basis of such issues, this study, through a unified view of the national pension scheme,
the retirement pension scheme, and the personal savings pension, states the need of strong tax
incentives on the pension income, and also suggests improvements for selecting a pension by pointing
out problems of current pension income tax system. The pension scheme needs to be designed to
achieve its original purpose by providing broader tax incentives from the initial subscription to the
final receipt. In this study, it suggests the need to strengthen the incentives of the pension in order
to secure income after retirement In other words, it attempts to prevent the exhaustion of the pension
in a way of receiving lump sum in advance by providing a way in which receiving a pension is
likely to be selected. To this end, this study, by the way of categorizing each phases in the subscription

*

Associate Professor, Hallym University, Department of Business Administration, mooncta@hallym.ac.kr,
First Author
#** The Korean Teachers Pension, Ph.D of Science in Taxation, mercury@tp.or.kr, Corresponding Author
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likely to be selected. To this end, this study, by the way of categorizing each phases in the subscription
phase, operational phase, and receiving phase, attempts to present problems and solutions for each
phases.

As alternatives to the results, those are increasing the limit of tax credit in the subscription
phase to attract the subscription of pension, imposing heavy penalties in the operational phase to
avoid termination, and providing favourable tax incentives in the receiving phase to place separate
taxation if possible. In addition, it also considered that, for those pension incomes taxed in
comprehensive income tax are to be exempted, or to seek a way to classify and treat them
separately. Through those measures, there is much likelihood to reduce the incentive to choose a
lump sum, yet to increase the incentive to choose a pension.

The purpose of this study was to provide a substantive tax incentives (incentive) through a
comprehensive review of the national pension scheme, the retirement pension scheme, and the
personal savings pension. Therefore, this study, in a way of considering improvements of tax
incentives on the pension system based on the comprehensive review of the national pension
scheme and the personal savings pension to promote the selection of pension in an aging society,
can be said significant.

<Key words> the national pension scheme, the retirement pension scheme, the personal savings pension,

pension savings, pension income taX, pension taxation, retirement income tax
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