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ABSTRACT

A Study on the Improvement of Taxation in Nonprofit

Corporation

Ji-Suk Kang
Department of Accounting
Graduate School of Business Administration

Jeju National University

Supervised by Professor Bong-Hyeon Kim

As it stands at the initial stage of becoming a welfare state, Korea is
anticipated to have an increased demand for public services with time, and
more nonprofit corporations are expected to play significant roles in society
as the third sector in terms of breadth and depth. Korea is therefore in
desperate need of overhauling its taxation system as it is currently applied to
not—for—profit organizations.

Advanced states provide a variety of tax breaks to nonprofit corporations
for performing roles that could be assumed by governments, at the same time
trying to prevent manipulation of the system through the implementation of
thorough follow-up measures.

This research paper looks into Korea’s current taxation system for nonprofit
corporations in the areas of tax breaks and follow-up measures, and makes
comparison with the systems of other major advanced countries. As a result
of the examination and comparison, the paper specifies the problems faced by
Korea’s current system, and suggests ways of making improvements.

In summary, this paper proposes that Korea make the following
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improvements in its taxation of nonprofit corporations: (1)the expansion of the
scope of nonprofit activities; (2)tax exemption on revenues obtained through
the implementation of a corporation’s reported activities; (3)the exemption
from VAT on the sales of secondhand items for the public interest; (4)the
expansion of tax exemption on donations in terms of the scope and amount
of donations; (5)the expansion of tax exemption on stocks donated by
domestic companies; and (6)the relaxation of the criteria for decent nonprofit
corporations.

The study proposes the following five ways to improve the follow—up
measures: (1)the integration of supervision under a single agency and the
preparation of unified establishment and closure standards; (2)the introduction
of a fair verification system concerning common well-being; (3)the
preparation of uniform bookkeeping standards; (4)the establishment and
enhancement of an external supervisory system; and (5)the establishment of a
beneficiary selection system.

The author is hopeful that as a result of this study, Korea will have more
nonprofit corporations that offer more flexible public services in its rapidly

evolving society.

Subject terms: nonprofit(or not-for-profit) corporations, taxation, tax breaks,

follow—up measures
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