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Comparative analysis of the taxation system for

medical care institutions

Hee Jeong Kim
Department of Hospital Administration
Graduate School of Health Science and Managemnet

Yonsel University

(Directed by Professor Myongsei Sohn, M.D., Ph D)

In korea, We have various kinds of medical institutions ranging
from a private commercial hospital to a medical corporation, a social
welfare corporation, and a public service medical institution which are
all non-profit. All of these medical institutes as backbones to the
national health improvement and medical delivery system's main
providers take their social role and function by taking charge of
national health and medical care on behalf of the nation.

Despite all their efforts and contribution, it is true that civil
medical institutes are not rewarded enough for their efforts. For
example, our medical law has some contradiction with the taxation

law. According to the medical law, a medical corporation is non- profit
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organization but the taxation law considers medical corporation as a
profit organization in taxational support. And taxational support for
medical institutes are applied differently according to their establishing
subjects. Policies that are unfavorable to hospitals and unrealistic fee
schedule of medical insurance have been major problems of the
hospital.

The government recently made an announcement that many
changes of medical policies in various fields were imminent. Now, it
is required that hospitals should try to be transparent and normal in
their management.

This research will consider motives to increase civil donation and
tax reduction of medical institutions in an efforts to improve their
payability. It intends to analyze problems in the taxation system of
medical institutions and suggest better measures about them. For this,
the status of medical institutes in Korea, their non- profitableness and
taxation system for non-profit corporations have been examined. The
taxation system and quasi tax, applied to each establishing subjects
are also analyzed through these studies and documents on the
taxation of medical institutes. In addition, the equity problems of
taxation among medical institutes and solutions to them are suggested
here. The results of the research is as follows.

First, in relation to corporation tax, profits form medical practice
should be allowed to be taken into account a deduction as a reserve

fund for the object of essential project.
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Second, in relation to the regulation law on tax reduction and
exemption, the limit of a donation considered a deduction to social
welfare corporations or medical corporations should be decided by the
same standard as national or public hospitals.

Third, in relation to income tax, subsidies for research, which are
given to the staffs of university and junior college are excluded from
their earned income in a given portion of the total income. Likewise,
professors' incomes from not only university hospitals but other
hospitals should be included in the total and the standard of
assessment of tax exemption.

Fourth, in relation to value added tax, the effects of goods and
services, exempted from taxation are for final consumers. But tax
exemption on medical practice is partial and there are no added
values to medical profits, patients actually pay all value including. No
tax rates should be given to the goods and services provided
medically. When medically related services are supplied by taxation
business, it should be included in the range of tax exemption.

Fifth, in relation to local tax, the business office tax and
registered tax in the metropolitan area of the socia welfare
corporation and medical institutes like Seoul National University
Hospital and other national university hospital should be exempted
from taxation. And the registered tax in the metropolitan area of the
educational foundation also should be exempted.

Sixth, in relation to customs duty medical institutes designated
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as training hospitals like university hospitals should be given a
reduction on articles for academic researches and high-technology
medical instruments that are hard to make domestically. These
should be exempted from taxation by applying flexible tax rates of
customs duties reduction provisions.

After considering measures to improve the medical institute
related system of taxation, we reached this conclusion. If medical
institutes' practice is a non-profit corporations' main original purpose
, they should have equal status in taxation though they have different
forms of establishment and registration. And medical institutes should
choose between profit and non-profit. If they choose to be non- profit,
the institutes can get some taxational benefit. At the same time, they
should have transparent managements.

This research was quite significant in analyzing the equity of
taxation by investigating medical corporations and social welfare
corporations' tax expenses. But the research had some limits in that
it analyzed only a few institutes. The next research needs to
investigate the actual tax burdens of all kinds of institutes and

analyze the propriety of tax article and the equity of taxation.

Key word: taxation system; equity of taxation; non-profit organization
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