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2001 15,154 12,434 2,454 266 1.75
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ABSTRACT

A Study On Improving the System And Administration
and Establishing the Social Infrastructure
to Settle the Value-Added Tax(VAT)

HEE-KYOUNG CHOI

Department Of Accounting
Graduate School of Business Administration
Cheju National University
Supervised By Professor Kyung-Joo Lee

Twenty-seven years has passed since value-added tax(VAT) was introduced
in Korea. VAT was made great contribution to stable collection of the government
tax revenue. In 2002, for example, the amount of VAT was 31 trillion won,
accounting for 30.4% in national tax and 38.4% in indirect tax. The proportion of
VAT is more than any other tax items. As a leading tax item, the importance of
VAT is high because it determines tax burden of income tax or corporation tax

Although, VAT is very important and hax much influence on people, it has
not been settled in consciousness of korean people. Still now, VAT is thought as
business person's burden, simplified VAT system is considered as a method to
evade taxes, and illegally giving and receiving tax invoice is widely done in all over
the places.

A proper settlement in VAT is mainly influenced by the factors such as tax

invoice system, credit card, simplified VAT system, and honest tax report practices.



More importantly, establishing extensive consensus on fair taxation is essential. The
purpose of the thesis is to search these topics, and i suggest the following neasures
to reform the VAT system.

Firstly, simplified taxation system should be in principle abrogated. However,
much confusion would be expected, in executing the measure. Thus, the realization
of tax base and the reduction of exemption from taxes should be requred to achive
a fair taxation and straighten tax invoice circulation.

Secondly, the deduction rate of purchase tax liability which is the chief
obstacle of tax invoice execution ought to be extended. In addition, the rules of
mandatory entries and issue time in tax invoice have to be interpreted flexibly so
that anyone can receive tax invoice easily. Also, the reinforcement of both tracking
tax invoice and punishing the receiver of insincere tax invoice is necessary to
establish the order of tax invoice transfer.

Thirdly, the credit card should be taken root in korean society through the
improvement of credit card transaction system. As a chance to realize VAT base,
we should utilize the cash receipt system which is scheduled to take effect on and
after january 1, 2005. We should also lower the credit card commission to an
extend of increasing cost of compananies, elevate tax credits ratio to business
persons in compensation for the burden of VAT, and bestow benefits to customers
as they use credit card..

Fourthly, although tax audit is the effective method to compelling
actualization of tax base, tax payers are not afraid to have tax audit which covers
0.3% of all business person and they feel unfair to be charged taxes. Consequently,
the target of tax audit must be selected transparently in order to elevate tax audit
efficiency. Also, they should get tax audit by all means whenever they file tax
incorrectly. In this way, they should have the notion of incorrect tax filing and its
disadvantages. On the other hand, we should give good treatment to sincere

taxpayers who do not concern the tax problems but just work hard to get a living.



National tax service should make constant efforts to select insincere taxpayers as
tax audit target.

Finally, it is important to inspire the taxpayers obligation by utilizing tax
education and public relation. Since taxpayers obligation is not formed in an
instant, tax education and public relation are essential for long term cultivation of
taxpayers responsibility which would result in fostering self-taxfiling practices. In
addition, NTS mileage policy in HomeTax service might be utilized to be enforced
to guide straightforward tax file and tax payment as well as tax education.

These neasures may not be sufficient to solve all the probrems associated
with VAT and to improve VAT system, however, if it executed properly and
systematically, tax administration is expected to settle in a desirable way together

with eradicating the injustice in tax file .
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