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ABSTRACT

A Study on the Accounting Tax Support
of Support of Small and Medium Enterprises

Dong—hwa, Lee
Dept. of Business Administration
The Graduate School of

Cheju National University

We have seen the promotion of equity and neutrality in the system of
taxation in our country, as a result of several restruturings of the tax
system. However, it is also believed that we have concentrated our efforts
in obtaining income and redistributing income. As such, the present tax
support system should be changed to promote the initiatives and vigor of
small and medium enterprises to strengthen their responses to those
changes in the economic environment, both in and out of the country, on
their own terms.

Thus, along with solving these tasks, the idea of restructuring the tax
support system for small and medium enterprises, naturally, should be
considered in connection with the direction of government policy which

encourages the rise of small and medium enterprises at the same time.
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In order to help to settle these problems and provide basic information to
establish a tax support system, I studied all sorts of problems and
bottlenecks surrounding the present system of taxation.

The summary of this research is as follows:

First, in terms of tax affairs administration, regarding the method of
entering accounts in small and medium enterprises, 53.7% stated that they
use the direct registering method and 46.3% stated that they use a reguest
registering method, and hire agents such as licensed tax accountants. About
the method of report.ing a standard of assessment of income tax, 64.4%
stated that they reported a statement of accounts appending external
adjustment, and 31.7% stated that they reported a statement of accounts
appending internal adjustment.

As to the sources of receiving information on taxation, 61.0% stated that
they get information from professionals such as licensed tax accountants,
17.1% stated that they obtain it from unions such as associations, 16.2% get
it by researching tax law or magazines, and 5.7% responded that they come
by it from taxation authorities. About the order of burdensomeness of taxes,
the value added tax occupied 63.6%, and the income tax 28.0%, As to the
appropriateness in standard ratio of income, 46.8% answered that the
income tax is appropriate, 33.9% said the income tax is too high, and 12.8%
replied that they did not know.

Second, in terms of tax systems, as to the use of the tax support system
itself, 44.0% answered that they do not use the support system and 41.3%
answered that they use the system very little. This demonstrated that they

do not make use of this tax support system regardless of the form of



enterprise. the reasons for this poor use of the tax support system are, first
and foremost, ignorance of the content and method of the tax support
system according to 33.0% of the interviewees. Another 27.4% of the
respondents stated that they are not subjects of the system and some of
them also said they do not get much benefit from the tax support system.
with regard to tax deductions within the tax support system, 48.1%
answered that the support system is unsatisfactory and the practical
deduction of tax is very small, 17.3% said the support systems are diverse
but not very effective, and 13.5% replied that the systems themselves are
good but it is not possible to make use of the systems under present tax
policies. Clearly, most of the companies held negative views regarding the
present tax support system. About the items expected to be improved in
the tax support system, 26.4% answered that the conditions of reduction
and exemption should be modified and the complicated procedures
necessary to get any benefit from this system should be simplified, 24.5%
opted for increased tax deductions, which means expanding the direct
reduction of tax, 18.9% stated that the range of the supported subjects
should be expanded, and 15.1% replied that administrative support, such as
a tax survey, should be strengthened. About effective use of tax deductions,
24.0% answered that they used them to compensate for losses during
capital transformation, 23.1% answered that they used them for managing
funds, 19.2% answered that they used them for investment in facilities
including automation, and 17.3% answered they used them for research and
development. This survey demonstrates that as the managing environment

changes more and more rapidly, the limits of the subjects. and conditions
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of the running tax support system should be changed to be more flexible.

Finally, about obstructing factors and problems within the tax deduction
system, 53.4% stated that the conditions of reduction and exemption, such
as the range of application, are strict, 19.4% answered that the application
procedures and documentation requirements of this system are complicated,
and 17.5% replied that the deduction effect is miniscule because the
intergrated limit is applied.

However, thére are some limits in this paper.

First, since the s{lbjects of this research are small and medium-sized
manufacturing enterprises in Cheju-do only, it is difficult to determine
general realities applicable to the entire country.

Second, since the analysis on actualities of the tax support system was
done in the context of the survey, the practical use of the tax support

system in concerned companies may not be reflected precisely.
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