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Ear-mark Tax Reform for Simplifying Korean Tax System;
Focused on the Reform for the Education Tax, Special Tax for
Rural Development, and the

Transportation-Energy-Environmental tax,

Kim, Sang-kyum*

— |1 ABSTRACT

In many developed/developing countries, simplifying a country’s tax system is
regarded as important as enhancing the efficiency or equity of the tax system. Since it
not only constructs a tax system, which is easy to understand and comply, but also
develops cost efficient tax system. According to the several related studies, the tax
administration costs, including compliance cost and collection cost are huge. In this
sense, in order to enhance the level of simplification of the tax system, Korea's
ear-mark taxes should be reformed, Currently, Korea runs three ear-mark taxes, They
are education tax, special tax for rural development, and the transportation-
energy-environmental tax, Each ear-mark tax connected government public funds such
as special accountings, such as educational development special accounting, rural
developing special accounting, and transportation special accounting etc, This paper
suggested desirable way of ear-mark tax reform. For the education tax, it should be
merged to the base taxes sooner or later, in order to minimize the tax revenue
reduction, Also, special tax for rural development should be put together with the
base taxes by the end of the due, For the case of transportation-energy-environmental
tax, it is better to combine with energy consumption tax, formerly known as special

consumption tax.

Key Words : ear-mark tax, tax reform, tax policy
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