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Journal of Legislation Research / 28th Issue

Reform Proposal for the Taxation on Corporate Restructuring :
The Case of Small and Medium Enterprises

Kim, Jin-Soo"

The tax incentives for the corporate restructuring are basically provided to
all businesses that meet the given objective conditions. Accordingly, the tax
system on the corporate restructuring should be applicable to the small and
medium enterprises. But it should be considered that transaction costs of the
small and medium enterprises might be higher than those of large enter-
prises because of the lack of operation resources that promote the market
conversion, improvement in productivity, making into a high value-added
business, diversification of business, and conversion of business. Thus, the
corporate restructuring for small and medium enterprises should follow the
taxation on corporate restructuring in principle, but could additionally receive
the tax incentives for the reduction of transaction costs. However, if, even in
this case, the character of corporate restructuring is the corporate reorgani-
zation such as merger, division, investment in kind, the taxation on corporate
restructuring should convert into ordinary system. On the other hand, the
character of corporate restructuring is the disposition of property or share, or
the improvement of financial structure, the tax incentive system on corporate

restructuring should be abolished except unavoidable cases.

KEY WORDS Corporate Restructuring, Corporate Restructuring for Small and
Medium Enterprises, Taxation on Corporate Restructuring

% Senior Research Fellow, Korea Institute of Public Finance, Ph. D. in economics
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