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A Study on the Improvement Measures of Forest Tax to
Promote Forest Investment!*

—with an Emphasis on the Improvement Measures of Forest Income Tax—
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ABSTRACT

This study was carried out to improve forest tax system corresponding to Korean forestry status. Espe-
cially, special regard was paied in order to prormote forest investment as a result of improvement measures.
As a result of this study. the establishment of new system which allow deduction as a loss when forest
investment occurred is more effective than present forest income tax system, which gives tax-exemption on
cutting of artificial forests. Some detailed adoption technique of that system was examined in various
viewpoint. Also, it is indicated that this improvement measures was already adopted generally in some

developed countries.

Key words © Forest income tax. tax-exemption. improvement measures.
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Table 1. Distribution of respondents by occupation and holding size

Size of holdings Forestry Agri- Salary Self- No Total Row
(ha) culture man employed answer percent
Under 101 6 20 5 13 3 47 49
~ 200 3 5 2 8 2 20 21
~ 500 3 4 2 8 1 18 19
More than 501 3 1 0 5 1 10 11
Total 15 30 9 34 7 95 100
Column percent 16 32 9 36 7 100
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Table 2. Questionnaire on tax-burden of forest income tax and knowledge level about tax exemption

of forest income from artificial forests

. Recognition of tax-burden ow
Knowledge level High M edsi;um Low No answer Total pg‘g::nt
Knowing well 16 7 1 12 36 38
Not knowing 24 8 1 26 59 62
Total 40 15 2 38 95 100
Column percent 42 16 2 40 100

x°=3.6564 (p=0.301)

Note : Knowledge level is that respondents are knowing welllor not knowing) taxation on forest

income from artificial forests exempted

Table 3. Questionnaire on tax-burden and possibility of investment stimulation by tax-exemption of

income from artificial forests

Possibility of

Recognition of tax-burden

low
investment stimulation High Medium Low No answer Total percent
Agree 18 3 1 17 39 41
Disagree 21 12 1 19 53 56
No answer 1 0 0 2 3 3
Total 40 15 2 38 95 100
Column percent 42 16 2 40 100

x*=4.9548 (p=0.550)

Note . Investment stimulation means that respondents agree (or disagree; forest investrent stimulated by
tax-exemption of income from artificial forests
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Table 4. Questionnaire on change of incentives, from nontax on income of artificial forests to period

cost system

Size of holdings Preference for change Total Row
(ha) Agree Disagree No answer ota percent
Under 101 31 10 6 47 49
~ 200 15 5 0 20 21
~ 500 11 6 1 18 19
More than 501 5 2 3 10 11
Total 62 23 10 95 100
Column percent 65 24 11 100

=7.9171 (p=0.244)

Note . Period cost system means that current forest management costs are deductible for the tax year,
and setted off against other income if not forest income
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Table 5. Tax amount and average tax rate of earned income

(thousand won!

Income (A) 20, 000 30, 000 40, 000 50, 000 60, 000 70, 000
Taxable income (B) 16, 000 24, 000 32, 000 40, 000 48, 000 56, 000
Income deduction (C) 9,520 9, 840 10, 160 10, 480 10, 800 11,120
Tax base (B-C) 6, 480 14, 160 21, 840 29, 520 37,200 44, 880
Calculated tax amount (D) 597 2,283 4,357 6, 928 9, 846 12, 764
Tax deduction on earned income (E) 119 457 500 0 0 0
Determined tax amount (D-E) 477 1,827 3, 857 6, 928 9, 846 12, 764
Average tax rate (%) 2.4 6.1 9.6 13.9 16.4 18.2

Note : Average tax rate(%)=(D—E) +A X100
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Table 6. Tax treatment of forest income and expenditures in developed countries

Nations

Germany

U.S.A

United Kingdom

Japan

Taxation method Aggregate taxation Aggregate taxation Aggregate taxation

Assessment

of

taxable income

Treatment
costs
Setting  off

against other
come

of

- Accrual method :

income-expense

-Simplified

method . income
-deemed average
cost (40  percent
of current
receipts from
timber sale)

- Afforestation

costs . amortized

over 33 years
with 3% per
year

- Reforestation &

silvicultural
cost . currently
deductible for
the tax year

loss Possible

in-

Income-expense

» Tree planting
cost . amortized
over 8 years

#subject to :

@ application of
Hobby-Loss
Rule

@ maximum is
up to $§10,000
per year

+ Silvicultural
cost . currently
deductible for
the tax year

Possible

+ Schedule B:
one third of
annual rent of
forest land{about
20 pence per
acre)

+ Schedule D in-
come-expense

Currently  deduct-
ible for the tax
year (Schedule D)

Possible

Capitalized,
recovered if timber
is cutted or sold

Seperated split tax-
ation

+ Accrual method :
income-expense
{expense is his-
torical job order
cost)

-Simplified
method | income
-deemed average
cost (40 percent
of current
receipts from
timber sale)

and

Impossible
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=8.3955 (p=0.211)
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