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[Abstract]

Rethinking the Tax Incentives for Start-up of Small and
Medium Enterprises

Choi, Seong-Keun”

Start-up itself is the wvitality of the economy and the creation of jobs.
Start-up small and medium enterprises(SMEs) strengthens the foundation of
the national economy and increases employment. Various institutional incentives
are provided to support start-up SMEs. In the questionnaire survey of SME
managers, it was found that the preference of the tax incentives for start-up
SMEs is relatively higher than other institutional incentives.

Even though the motive of the tax incentives for start-up of SME is to
realize the policy purpose, they are essentially the tax system and the
legislation. Therefore, the contents should be in accordance with the general
principles of tax law and the basic principles of legislation. In addition, since
the tax incentives for start-up SMEs is spread across the national and local
taxes, the harmony between the tax incentives in the Restriction of Special
Taxation Act and the tax incentives in the Restriction of Special Local Taxation
Act should be considered. From this point of view, this article reviewed the tax
incentives for start-up SMEs under the current laws, and suggested some
legislative schemes to resolve the problems of the tax incentives for start-up
SMEs.

In order to provide practical assistance to start-up SMEs, the starting
point of the tax reduction should be defined as the occurrence of ‘tax amount’,
not ‘taxable income’. And if start-up SMEs do not meet the requirements of
the reduction after first application of tax reduction, the tax reduction ratio

should be cut in proportion to the period.

* Associate Professor at Yeungnam University Law School, Ph.D. in Law.
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The Restriction of Special Local Taxation Act allows the reduction of local
income tax only for individual start-up SMEs. The reduction of corporate local
income tax for start-up SMEs is not allowed. This is not only contrary to the
neutrality of the tax and the freedom of business in the constitutional law, but
it also may result in socioeconomically undesirable results. Therefore, it is

necessary to include corporation local income tax in the subject of reduction.

Key words : small and medium enterprise, SME, tax incentive, Restriction of
Special Taxation Act, Restriction of Special Local Taxation Act, local
income tax




