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Abstract

A study on the classification of royalty income in the  

individual income tax law of korea

16)Oh, Moon-Sung*

This thesis is written to suggest clear taxation standards of business and other 

incomes in case of individuals earning royalties under their copyrights, in accordance 

with the individual income tax law. The royalties should be categorized as business 

income if they satisfy certain requirements for business, but as other income if 

they do not. The only clear standards in deciding this fine line had been the continuity 

and the repeatability of the earning activity; however, under this traditional standards, 

the tax authorities tended to decide a huge lump-sum income from a single or 

infrequent writing activity as business income, even though it is essentially and 

de facto other income. This tendency of the tax authorities can cause frequent 

tax disobediences, which eventually lead to the inconvenience of tax payers and 

the inefficiency of administration. To solve this problem, this paper suggests additional 

standards of business other than traditional ones, such as the continuity and the 

repeatability of the earning activity.

Even though the earning activity itself occurs intermittently, if the income from 

the activity occurs repeatedly and continuously, we should apply the extended meaning 

of the profit-seeking activity that virtually occurs repeatedly and continuously. In 

other words, even though the income from the royalty does not happen repeatedly 

and continuously, if the amount of the income is comparatively significant to the 

regular and ordinary income, we should decide the nature of the business activity 

after reviewing various circumstances and comprehensive scrutiny. 

The characteristic of the new taxation standard, however, should neither be listed 

mechanically nor in parallel; instead, should it grant the legitimacy of the taxation 

after the thorough review of the subject by following the certain steps by the 

order.
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The first standards to apply in the process are the traditional ones, which are 

the continuity and the repeatability of the activity.

Then we have to apply the extended meaning of the profit-seeking activity in 

the business requirements reviewing process. Like aforementioned, even though 

the activity occurs intermittently, if the income from the activity occurs repeatedly 

and continuously, the profit-seeking activity should be interpreted accordingly.

The third step is to apply comprehensive judgment based on the occupation 

of tax payers. For instance, the income from the publishing activity of authors 

should fall under the category of business income instead of other income, regardless 

of the continuity and the repeatability of the activity.

The last step is to consider the amount of income, which is the complementary 

standard to the traditional continuity and repeatability standards. This can be illustrated 

with examples such as when individuals other than authors make a huge lump-sum 

income with a single activity without any additional revenue in the future.

In conclusion, even with the obvious fact that individual income from royalties 

should be taxed, it had been extremely hard for the both parties of tax payers 

and tax authorities to suggest clear and fundamental taxation standards whether 

the royalty should fall under the business income or the other income. By suggesting 

additional standards other than traditional ones, this paper hopes to contribute to 

the efficient tax administration by enhancing the predictability of the taxation in 

regard to royalties for tax payers, and by reducing the number of repetitive and 

unnecessary tax disobediences for tax authorities.
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