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A Study on the Optimal Cut-off Level of Simple Tax

. 9
Rate in Korea: Cases of travelers customs clearance

Hee—Kwon Kim

Hee—Ho Kim

'74 Abstract

Tariff reduction from FTAs are applied to imported goods, but not to traveler’s
goods, There are difficulties in meeting the FTA’s conditions for free tariff application,
such as origin of goods and direct transportation. This study suggests the optimal
cut-off level of a simple tax rate applied to traveler's goods with respect to traveler
welfare and government tax revenue., Among three different scenarios of simple tax
reductions by ordering its weighted magnitude of effects, the optimal tariff was found
to be 2% applied to all goods. The effects of a 2% reduction of simple tax rate would
increase traveler welfare by 16.8 billion won and reduce tax revenue by only 0.34

billion won,

{Key Words) Traveler's baggage goods, Simple tax rate, Welfare of traveler
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