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Behavioral Responses to the EITC:

Bunching Evidence from Korea

Sungoh Kwon'

Abstract

The Earned Income Tax Credit (EITC) is one of the largest cash assistance programs
for low-wage workers in Korea. This study examines the characteristics of the recipients
and analyzes the behavioral response to the EITC using the administrative tax data.
Daily workers and personal service type business operators represent significant
proportions of the recipients. There is no bunching evidence at the kink points created
by the EITC, which can be explained by a lack of knowledge about the tax system and
the usage of the adjustment rates when calculating business income.

O Keywords: Earned Income Tax Credit, Bunching Analysis

* Korea Institute of Public Finance, Associate Fellow
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Introduction of the Local Charge(Levy) System in Korea

0ak, Dongsuk Hong, Jumi~

Abstract

In 2003, the Constitutional Court of Korea suggested four requirements for the charge
under the ‘Basic Law on Charge Management’, referring to the special charge
(Sonderabgaben) system established by the federal and state governments of Germany.
These are ‘homogeneity of the group’, ‘objective proximity’, ‘collective responsibility’,
and ‘collective utility’, and when analyzing the contents, the charge is understood as a
means of implementing the principle of benefit taxation. However, in Korea, the four
permissible conditions embodying the principle of benefit taxation are not consistently
applied to all charges.

This study argues that if the local charge system is introduced as a means of realizing
the principle of benefit taxation at the regional level and they comply with the four
permissive requirements of the Constitutional Court, the charge system as a benefit
taxation will make significant progress. In order to introduce local charges, it is
necessary to establish a basis for establishing local charges in the ‘Local Autonomy Law’
and to manage local charges together with national charges. If the constitutional court’s
four permissive conditions are strictly applied to newly established local charges, it will
trigger significant changes in the existing national charges and contribute greatly to
improving the efficiency of society as a whole.

0 Keywords: Local Charges, Levies, Benefit Taxation, Sonderabgaben

* First Author, Professor, Incheon National University

** Co Author, Policy Researcher, Jeju Special Self-Governing Provincial Council
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Comparative Evaluation of the Hometown Donation
System in Korea and Japan, and Policy Implications

Joo, Man-Soo"

Abstract

Korea will implement a hometown donation system that imitates the Japanese system
from 2023. This paper briefly summarizes the systems of Korea and Japan and
systematically compares and analyzes the similarities and differences between them.
The common core content of the hometown donation system in both countries is that
to induce donations to local governments, tax benefits are provided to donors and local
governments can provide gifts in return. The main differences between the two
countries are as follows. First, unlike Japan, Korea’s system sets an fixed upper limit
regardless of income on donations that grant tax benefits, and the ratio of the upper
limit to income is quite low. Second, Korea does not set a lower limit on donations that
grant tax benefits, which can induce to a very small amount of donations. Additionally,
the paper points out that the Korean hometown donation system does not include an
institutional device for balanced national development, which is desctibed as its
important policy goal, and suggests implications for establishing the system based on
the analysis of the system itself and Japan’s experience in operating the system.

0 Keywords: Hometown Donation System, Hometown Tax Payment System in Japan,
Tax Credit, Tax Deduction, Gift in Return

* Professor, Division of Economics, Hanyang University, ERICA campus
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== 2(0
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R2 0.843 0.828 0.837 0.838
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Analysis of the Impact of Education Subsidies on Budget
Planning and Execution of Local Offices of Education

Kim Young Rok™ Kim Eunji~

Abstract

This study was intended to empitically verify the appropriateness of the size of local
education subsidies and the effectiveness of their execution. In the meantime, research
on education subsidies has been studied by various scholars, but mainly studies that
argue for the need for improvement and analysis of the effectiveness of education
subsidies, the appropriateness of the internal tax indexation ratio, and the long-term
trend of the education grant ratio. Most were. Therefore, this study calculated the
number of students by provincial and provincial office of education and the
corresponding educational subsidies per student, and based on this, the size of the
amount of insolvency per student and the proportion of business promotion expenses
by city and provincial office of education was derived. In the discussion about the
budget, the analysis was conducted by selecting the variables in consideration of the
symbolism of the non-dissolved amount and the business promotion cost. As a result,
we hypothesized that the larger the size of the available budget, the larger the size of the
undissolved budget and the higher the ratio of the business promotion cost, and the
statistical significance was proved through regression analysis. At least within the
education sector, it empirically suggests that the budget allocation needs to be

restructured.

0O Keywords: Education Subsidy, Unused Amount, Business Promotion Expenses

* First Author, Kangwon National University

** Corresponding Author, Kunsan National University
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The Study on Disclosure Improvement of Public-Private
Partnership: Focus on Road

Hye-Jeong Nam'

Abstract

This study investigates the status of public-private partnership (PPP) disclosure
focusing on roads that are being actively carried out centering on infrastructure. The
PPP project is an attractive model in that it could carry out large-scale investment
projects such as infrastructure together with the private sector without injecting
national finances. Despite the importance of PPP, information related to PPP projects
is not faithfully disclosed in the national financial statements, which means that
information on contingent liabilities is not provided to the public.

This study examines the disclosure status of PPP projects in domestic and foreign
countries, and suggests ways to improve disclosure of PPP projects in Korea. In the
short term, it should be provided to information users who need additional information
by faithfully disclosing the contents of the annotations and adding references. In the
long term, it is necessary to identify risk factors for each PPP project and discuss how to
recognize them as assets and liabilities in the national financial statements. These
discussions will become essential information disclosure for establishing a sustainable
national finance in the future.

O Keywords: PPP, Disclosure, Contingent Liability, Road

* Professor, Department of Accounting, Business School, Dongguk University-Seoul
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