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[Abstract]

Two Puzzles in Tax Incentive System of Korea
Ju-Young Lim

The purpose of this study is to solve two puzzles in tax incentive system of
Korea: (1) what is the distribution of tax incentives by industry? (2) are tax
incentives really effective on increasing investments. Using 1994 cross-section
data and 1930-2000 time-series data, this study finds that 'Income deduction for
capital increase’ and 'Investment tax credit granted temporarily to control
business cycle’ do not have any significance in increasing the capital and
investment. However, 'Tax credit for technology and human resources develop-

ment’ shows some significance in increasing the investment of its area.
Keywords: Income deduction for capital increase, Investment Tax Credit granted

temporarily to control business cycle, Tax Credit for technology and

human resources development
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