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1. Korean Ice Cream Market Overview  
1.1. Market Size & Trends 
¡ The ice cream market is broadly divided into two segments in terms of customer access:  

§ Retail segment where pre-packaged ice cream products are sold through retail 
channels such as hypermarkets and convenience stores; and 

§ Specialty stores segment where consumers can buy ice creams of different flavors 
and quantity in a café or kiosk style store. 

 

¡ The retail segment is assumed to be at least five times bigger than the specialty stores 
segment. However, in terms of growth, specialty stores have outperformed retail. 

§ The specialty store segment grew at a compound average growth rate (CAGR) of 3.4% 
over the past three years, while retail segment shrank by a CAGR of -1.6% during the 
same period. 

Ice cream market size (2015-2017) 

Retail segment Specialty store segment 

  
 
Unit: EUR million 
Note 1: Exchange rate of EUR 1 = KRW 1,300 is applied. 
Note 2: Market size of the specialty store segment is based on three brands’ revenue out of the top five 
franchise brands. 
Sources: Korea Agro-Fisheries & Food Trade Corporation, Nielsen Korea, Disclosure documents of BR 
Korea/ Caffè Tiamo/Ice Bean, news articles 

 

¡ The main reasons for decline of the retail segment are: 

§ Diversification of alternative desserts (e.g. coffee, bubble tea and ice flakes); 

§ Fall in the pediatric population which is the main retail ice cream consumer group; and  

§ Shift of adult consumer preference towards premium ice creams sold through 
specialty stores. 

1,553 
1,509 

1,295 

2015 2016 2017

270 
267 
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¡ In addition to the ice cream specialty segment, the overall desserts market is also growing 
because: 

§ Consumers are increasingly preferring diverse and well-presented desserts; 

§ Social media such as Instagram contributes to the spread of information and photos 
of dessert stores/cafés; and 

§ Entrance of large-sized companies in food & beverage and retail has made the overall 
dessert market size bigger. 

 

1.2. Franchise Ice Cream Stores in Korea 
¡ About two dozen brands sell through a total of 1,740 franchise ice cream stores in Korea 

as of 2017.  

§ The total number of stores selling ice cream will be much higher because there are 
independent or private brands whose statistics are unavailable. Many dessert cafés 
also sell different types of desserts from coffee to bakery products and ice cream at 
one place. 

Top 10 franchise ice cream brands in Korea 

No Brand Country of 
origin 

Number of stores Franchise business 
establishment year 2015 2016 2017 

1 Baskin Robbins USA 1,196 1,288 1,326 1987 

2 Caffè Tiamo Korea 177 169 155 2005 

3 Nàtuur Korea 167 125 88 1999 

4 Palazzo del Freddo Italy 61 61 48 2002 

5 Ice Bean Korea 39 31 30 2008 

6 Voila Korea 20 22 20 2013 

7 Bassetts Ice Cream USA 0 0 19 2017 

8 O'slo Korea 6 8 12 2016 

9 Häagen-Dazs USA 8 11 11 1996 

10 Pozzo N/A 15 13 6 2011 
 
Note 1: Number of stores include both direct operation franchisee stores. 
Note 2: Above data includes brands whose primary business is categorized as ice cream. 
Source: Each brand’s disclosure documents posted on the Korea Franchise Association’s website 

 

¡ Among franchise brands, Baskin Robbins outnumbers all the other brands. It is practically 
the only brand, except for new entrants, which keeps increasing the number of outlets.  

§ Such success was possible because its operating company BR Korea is an affiliate 
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of the number one Korean bakery company SPC, and has retail and marketing 
capabilities as well as sufficient access to capital.  

 

¡ In recent years, Bassetts Ice Cream and O’slo have been aggressively expanding their 
market presence.  

§ In particular, O’slo is worth watching because it is run by Shinsegae Food, which is a 
member of the top Korean retail group Shinsegae and has abundant experience in 
food services. 

 

¡ While Korean and US brands are most common, some brands sell Italian gelato.  

§ Palazzo del Freddo is the only genuine Italian brand, and has been under the family 
of a large Korean food and beverage company Haitai Confectionery & Food since 
2008. The other gelato store brands have been locally created. 

 

Franchise ice cream stores selling gelato in Korea 

No Brand Country of 
origin 

Number of stores Franchise business 
establishment year 2015 2016 2017 

1 Caffè Tiamo Korea 177 169 155 2005 

2 Palazzo del Freddo Italy 61 61 48 2002 

3 Ice Bean Korea 39 31 30 2008 

4 Gelariso Korea 1 1 3 2015 

5 Gelatutto Korea 0 0 2 2017 

6 Essere Korea 1 N/A N/A 2015 
 
Note 1: Number of stores include both direct operation franchisee stores. 
Note 2: Above data includes brands whose primary business is categorized as ice cream. 
Source: Each brand’s disclosure documents posted on the Korea Franchise Association’s website 
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2. Business Establishment Procedure for Italian 
Investors 
2.1. Routes to Establish a Business in Korea 
¡ If an Italian gelato business is interested in Korea and wants to explore market 

opportunities, one of key questions would be ‘is it possible to set up a business and run 
gelato specialty stores in Korea?’ The short answer is ‘yes.’  

§ The Rules on Foreign Investment presents the list of sectors where foreign investment 
is restricted or can be permitted within the scope of criteria set by the Ministry of Trade, 
Industry & Energy.  

§ Manufacturing, importing or selling of food & beverage products as well as retail 
business are not included in the list. Therefore, an Italian individual or company 
can establish and operate a gelato business in Korea. 

 

¡ Four business formats are available for a foreign investor, either individual or company, to 
set up a business in Korea:  

§ Local corporation is a legal entity created by a foreign individual or company, and 
recognized as a foreign-invested company; 

§ Sole proprietorship is owned and run by individual(s), not by company, and the 
individual(s) have all liabilities relating to business; 

§ Branch is established by a foreign company headquartered abroad in order to 
generate profits in Korea, and not considered as foreign direct investment; or 

§ Liaison office conducts non-sales activities only.  

 

Business formats for a foreign business in Korea 

No Format Nature of business Law applied 
1 Local corporation Same as domestic 

corporation/business 
Foreign Investment Promotion 

Act 2 Sole proprietorship 
3 Branch Foreign 

corporation/business 
Foreign Exchange 
Transactions Act 4 Liaison office 

Source: Invest Korea 

 

¡ Both a local corporation and a branch are possible methods to set up a business. A local 
corporation is more practical and safer because it gives more credibility to 
investors, business partners and customers.  

§ Since the Korean court ruled in 2010 that a sole proprietorship by a foreign individual 
was not regarded as foreign investment, all foreign individuals are advised to set up 
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a corporation. What is more, it requires three times higher foreign investment money 
than a local corporation. 

§ A liaison office is unable to carry out any profit-generating activities. Only support and 
maintenance functions such as contact liaison, market research, advertising and 
technical support are allowed. 

 

¡ When a foreign individual or company establishes a corporation in Korea, one should 
invest at least KRW 100 million (approximately EUR 77,000) in a corporation, and has 
more than 10% of the total voting stocks or total investment amount of the corporation.1 

§ Both of these two minimum requirements must be met. If more than two foreigners 
invest in a local corporation, the minimum investment amount should be KRW 100 
million per person. 

 

Comparison between corporation and branch 

Category Local corporation Branch of foreign company 
Applicable 

law Foreign Investment Promotion Act Foreign Exchange Transaction Act 

Nature of 
corporation Considered as domestic corporation Considered as foreign corporation 

Unity 
Foreign investor and foreign-
invested company are separate 
corporations 

Headquarters and branch office in 
Korea are the same corporation 

Receipt of 
report 

Invest Korea (KOTRA) or foreign 
exchange banks Foreign exchange banks 

Minimum 
investment KRW 100 million per investor No minimum requirement 

Tax duties 
Corporate tax applicable to sales 
revenue generated both within 
Korea and abroad 

Corporate tax applicable to income 
occurring in Korea only 
*The same corporate tax rates are 
applied as a local corporation 

Source: Invest Korea 

 

2.2. Procedure for Establishing a Local Business 
¡ The procedure for setting up a business in Korea can be broken down into two phases: 

§ If establishing a local corporation: Foreign investment & incorporation → Gelato 
store preparation & business licenses; or 

§ If establishing a branch of Italian company: Branch establishment & registration → 
Gelato store preparation & business licenses. 

                                                
1 Relevant regulation: Enforcement Decree of the Foreign Investment Promotion Act (Article 2) 
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2.2.1. Foreign Investment & Incorporation 
Foreign investment and incorporation procedure 

 
Source: Invest Korea 

 

1) Foreign investment notification 

¡ A foreign investor or its agent should notify KOTRA or Korean banks of foreign investment 
prior to transferring investment funds to Korea2.  

 

Documents required for filing a foreign investment notification 

1. Foreign investment notification form  
2. Documents to prove foreign investor’s nationality 

• Individual: passport, certificate of citizenship certification, etc. 
• Corporation: certificate of incorporation issued by the government or authorized 

organizations of the foreign country where the corporation is based  
3. Letter of attorney, if an agent files a notification on behalf of a foreign investor 

Source: Invest Korea 

 

2) Remittance of investment funds 

¡ Money should be transferred through a foreign exchange bank from abroad under the 
name of the foreign investor. 

§ Funds from domestic sources are not recognized as foreign investment. 

§ The bank will issue a certificate of deposit for funds for share and a certificate of 
foreign currency purchase, which are necessary in later phases. 

 

3) Registration of incorporation 

¡ There are two routes to establish a stock company3: 

§ By promotion – company promoters acquire all shares issued at the time of 

                                                
2 Relevant regulations: Foreign Investment Promotion Act (Article 5), Enforcement Rules of the 
Foreign Investment Promotion Act (Article 2) 
3 Note: Under the Commercial Act, five corporation forms are available – partnership company, 
limited partnership company, limited liability company, limited company and stock company. As the 
stock company is most common, this reports outlines the process of setting up a stock company. 



 

Report prepared by IBI Research for ICE Seoul 
7 

incorporation; or 

§ By subscription – promoters acquire only a part of the shares issued at the time of 
incorporation and offer the remaining shares for subscription to outside investors. 

 

¡ Incorporation by promotion is a quicker and simpler way for Italian investors to set up a 
Korean business. 

§ There are neither promoter eligibility requirements nor limitations in the number of 
promoters. Therefore, one Italian investor can establish a stock company by 
promotion on its own. 

§ At least KRW 100 million (about EUR 77,000) is necessary as capital to establish a 
corporation in Korea. 

 

Procedure for establishing a corporation by promotion4 

 
Sources: Invest Korea, Easy to Find Practical Law (by Ministry of Government Legislation) 

 

4) Notification of incorporation & business registration 

¡ A newly created corporation should register with a court registry office within two weeks 
from the date when the review on incorporation process is completed. 

§ It takes three to five working days until the incorporation is registered. 

 

 

 

 

 

 

                                                
4 Relevant regulation: Commercial Act (Articles 288 to 317) 
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Documents required for incorporation registration 

1. Application form 
2. Articles of incorporation 
3. Documents certifying subscription to shares 
4. Written consent to the issuance of shares 
5. Minutes of inaugural general meeting 
6. Minutes of Board of Directors 
7. Certificate of deposit of payment for shares 
8. Review/inspection report by a director, auditor or the audit committee 
9. Foreign investment notification certificate 
10. Certificate of inauguration acceptance 
11. Certificate of seal registration 
12. Resident registration certificate (certification of address) 
13. Translation of documents, if required documents are written in a foreign language 
14. Receipt for payment of registration tax 
15. Revenue stamp of the Supreme Court of Korea 
16. Corporate seal 
17. Application form for issuance of corporate seal card 
18. Power of attorney, if an agent submits the application 

Source: Invest Korea 

 

Extra documents prepared by a foreign investor 

Individual investor Corporate investor 

• Certificate of corporate seal registration 
• Certificate of inauguration acceptance & 

certificate of registered seal impression 
• Representative director’s abstract of 

resident registration or address affidavit 
• Power of attorney 
• Copy of passport 

• Certified copy of corporate registration 
• Certificate of corporate seal impression 
• Certificate of inauguration acceptance & 

certificate of seal impression 
• Representative director’s abstract of 

resident registration or address affidavit 
• Power of attorney 
• Passport 

Source: Invest Korea 

 

¡ For taxation purpose, the business registration should be filed at a tax office or KOTRA 
within 20 days from the date when a business commences. 

§ A certificate of business registration is issued within three working days. 
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Documents required for business registration 

1. Application form 
2. Corporation documents 

• Specification of shareholders 
• Copy of articles of incorporation 
• Certified copy of corporate registration certificate 

3. Copy of lease contract, if place of business such as office has been leased 
4. Foreign investment documents 

• Copy of foreign investment notification form  
• Copy of foreign currency purchase certificate 
• Copy of representative’s passport  

5. Power of attorney, if an agent submits the application 
Sources: National Tax Service, Invest Korea  

 

5) Transfer of paid-in capital to corporate account 

¡ The bank transfers paid-in capitals to the account of the new corporation after registration 
of incorporation and business registration are completed. 

 

6) Registration of foreign-invested company 

¡ A foreign investor should register its foreign-invested company within 60 days of the date 
when the acquisition of newly issued stocks is completed5. 

§ Registration is made at the bank or KOTRA where the foreign investor filed the 
notification of foreign investment. The bank or KOTRA will issue a certificate of 
foreign-invested company registration on the spot. 

 

Documents required for foreign-invested company registration 

1. Application form 
2. Corporate-related documents 

• Incorporation registration certificate 
• Business registration certificate 

3. Foreign currency purchase certificate or foreign currency deposit certificate 
4. Stock ledger 
5. Letter of attorney, if an agent submits the application 

Source: Invest Korea 

 

 

 

                                                
5 Relevant regulations: Foreign Investment Promotion Act (Article 21), Enforcement Decree of the 
Foreign Investment Promotion Act (Article 27) 
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2.2.2. Branch Establishment 
Branch establishment procedure 

 
  Source: Invest Korea 

 

1) Notification of branch establishment 

¡ A foreign company which would like to establish its branch office in Korea shall report to 
designated foreign exchange banks.  

 

Documents required for filing a branch establishment notification 

1. Notification form  
2. Certificate of appointment of the head of branch 
3. Documents certifying the foreign company (headquarters) including name, location and 

major business operations 
4. Articles of association of the headquarters 
5. Board meeting minutes showing the company’s plans to establish a branch in Korea 

and detail on the appointment of the head of branch 
6. Specifications of business lines and scope of business that the company intends to 

operate in Korea   
7. Letter of attorney, if branch establishment is commission to a person other than the 

head of branch 
Source: Invest Korea 

 

2) Registration of branch establishment 

¡ A branch office also needs to register its established with a court registry office as 
incorporation does. A foreign company which would like to establish its branch office in 
Korea shall report to designated foreign exchange banks.  

 

Documents required for filing a branch establishment notification 

1. Application form  
2. Documents 2 to 7 submitted in notifying the establishment of office 
3. Branch head’s acceptance of appointment with a notarized signature, and certificate of 

location 
Source: Invest Korea 
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3) Business registration as branch 

¡ Similarly to a corporation’s business registration, after the branch is registered with the 
court registry office, it should register the business as branch with a tax office and obtain 
a business registration certificate.  

 

2.2.3. Store Preparation & Business Licenses 
¡ Food and beverage businesses are regulated by the Ministry of Food & Drug Safety 

(MFDS). The Food Sanitation Act outlines principles on food safety throughout agricultural 
and food products’ value chain from production to consumption. 

§ Imported foods are regulated by the Special Act on Imported Food Safety Control.  

 

¡ Under Enforcement Decree of the Food Sanitation Act (Article 21), a gelato store, in which 
customers purchase and consume ice cream, is categorized as ‘rest restaurant business 
(food service business)’. Accordingly, an Italian gelato business wishing to open a store 
in Korea must obtain a rest restaurant business license. 

§ A rest restaurant business is defined as ‘business of cooking and selling mainly tea, 
ice cream, etc., or cooking and selling foods in fast food stores or snack bars, where 
alcohol drinking is not allowed.’ 

§ If ingredients and/or gelato manufacturing machine will be brought into Korea from 
Italy, the gelato business must register with the MFDS as ‘business of importing and 
selling imported food) as per Article 2, the Enforcement Decree of the Special Act on 
Imported Food Safety Control. 

 

Store preparation and business license procedure 

 
Sources: Easy to Find Practical Law (by Ministry of Government Legislation), Ministry of Food & Drug 
Safety 

 

1) Real estate documents check 

¡ If an Italian business has found a location to open a gelato store, it is necessary to check 
if a food and beverage business is allowed to operate in that property prior to signing a 
lease contract.  

§ The below three documents should be checked, and can be accessed via a website 
(www.minwon.go.kr) or the local district office where the property of interest is located. 
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Real estate document checklist 

No Document name Items to check 

1 Building registers 

• Whether an address of building is the same as on the on 
building registers; 

• Whether there are any limitations in developing or using a 
building; and  

• Whether an owner of building on building registers is the 
same as the one on property registers 

2 Land registers • Whether an address of land on land registers is the same 
as an actual address in which a building of interest is located 

3 Land use plans 

• Whether a building of interest is designated for specific 
usages (e.g. residential, commercial, etc.) or there are any 
limitations in occupying/ developing property; and 

• Whether certain businesses are restricted in a building or 
property 

Source: Easy to Find Practical Law (by Ministry of Government Legislation) 

 

2) Compliance with interior and facilities standards 

¡ There are interior and facilities requirements to comply with in taking on interior works 
post a lease contract. These standards are prepared to ensure clean and safe 
environment for foods, customers and staff. 

 

Interior and facilities standards for rest restaurant business 

No Item Regulations 

1 Place of business 
• Should be a separate and independent building, or 

separated from other places which are not 
permitted/reported as food service business 

2 Kitchen • Should be visible for customers to be able to see inside 

3 Water 
• Should be equipped with facilities supplying potable water 

which meets the criteria stipulated in Article 5, Drinking 
Water Management Act 

4 Toilet • Should be waterproofed if there is a toilet inside a rest 
restaurant 

5 Partition 

• Shall not have rooms 
• Can install partitions, whose height should be lower than 

1.5 meters, between tables 
• Each table separated by partitions should not be blocked 

from more than two sides, and should be visible from other 
tables to be able to see inside 

6 Forbidden facilities • Video equipment for subtitles or karaoke equipment are 
not allowed 

Source: Enforcement Rule of the Food Sanitation Act (Article 36) 
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3) Food safety training & medical check-up 

¡ As prerequisites for a rest restaurant business license, a representative as well as staff 
working in a gelato store should have a food safety training and medical check-up. 

§ Both food safety training and medical check-up shall be completed every year. 

 

¡ A gelato store representative or manager is subject to a food safety training. For rest 
restaurant businesses, the Korean Rest Restaurant Association provides an online course. 

§ New businesses should have a six-hour training in order to obtain a license. Existing 
businesses should complete a three-hour course. 

§ As offline courses are also available, it is recommended to check a website of district 
office (gu-office) community health center. 

§ Fees: KRW 25,000 (EUR 19 to 20) 

 

¡ All employees and representative working in a gelato store should hold a valid medical 
check-up result.  

§ Medical check-up is available at a community health center of district office. As the 
result is valid for one year, all members should have medical check-up each year. 

§ Fees: KRW 1,500 – 3,000 (EUR one to three) 

 

4) Business license 

¡ As briefly mentioned earlier, a gelato business should obtain a license for rest restaurant 
business from the local district office. 

§ The license is issued within the same day of application. 

§ Fees: KRW 28,000 (EUR 21 to 22) as a license fee and KRW 27,000 to 67,500 (EUR 
21 to 52 depending on the size of store) as registration & license tax 

 

Documents required for a rest restaurant business license 

1. Food business report form 
2. Water examination certificate issued by authorized test agency (if water other than tap 

water is used) 
3. Safety facilities certificate issued by a district fire station 
4. Lease contract 
5. Food safety training certificate 
6. Medical check-up result 

Sources: Enforcement Rule of the Food Sanitation Act (Article 42), District offices’ websites 

 

 



 

Report prepared by IBI Research for ICE Seoul 
14 

¡ If a gelato store will import finished products for direct selling or ingredients to produce 
gelato, it should register the ‘business of importing and selling imported foods’ with the 
Ministry of Food & Drug Safety prior to importation. 

§ The application for license is processed within three working days, and the license is 
valid for two years. 

§ Food safety training is also a mandatory requirement for imported foods business 
license. The Korea Food Industry Association provides a four-hour training at KRW 
20,000 (EUR 15). 

§ Fees: KRW 28,000 (EUR 22) as registration fee and KRW 40,500 (EUR 31) as 
registration & license tax 

 

Documents required for foods import & sales business registration 

1. Application form 
2. Imported food safety training certificate 
3. Warehouse lease contract (if applicable) 

Sources: Special Act on Imported Food Safety Control (Article 15), Enforcement Rule of the Special Act 
on Imported Food Safety Control (Article 16) 

 

 

3. Costs  
3.1. Approximate Initial Costs 
¡ Even though the minimum foreign investment requirement is KRW 100 million (EUR 

77,000) for a foreign investor to establish a corporation in Korea, it is likely to cost up to 
twice as much to open a gelato store depending on choice of location and size of 
the store. 

§ It is possible to establish a corporation and register the incorporation with the total 
capital of KRW 100 million. However, additional investment will be necessary until a 
gelato store is set up. 

 

¡ Initial costs broadly consist of incorporation fees, store preparation, and sufficient funds 
for operation of the store for the first few months until operational break-even. 
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Indicative initial costs of setting up a gelato store in Korea 

Assumption 
• Set up a corporation in Seoul with the capital of KRW 100 million; 
• Lease a store in a prime location with the size of 93㎡ 

Category Items included Amount 

Incorporation 

• Registration tax 
(1.2% of the capital amount) 

• Local education tax 
(20% of the registration tax) 

• Incorporation application fee 
• Notarization fee 
• Legal or paralegal fees 

KRW 4 million 
(EUR 3,000) 

Store 
preparation 

• Rental deposit KRW 30 – 40 million 
(EUR 23,000 – 31,000) 

• Interior décor and installations 
• Initial purchase of ingredients and 

machines 
• Business licenses 

KRW 100 million 
(EUR 77,000) 

Cost of initial 
operations 

• Funds to operate a store for first 
several months 

KRW 60 million 
(EUR 46,000) 

Total KRW 194 – 204 million 
(EUR 149,000 – 157,000) 

Sources: Primary interviews, Invest Korea 

 

¡ If an independent or private office is needed, a deposit for it occurs in addition to above 
costs. 

§ A serviced office is a good option for a newly created company. Serviced office 
providers normally require an upfront payment of two-months rent as a deposit. 

§ An office for one or two persons roughly costs KRW 1.5 million (EUR 1,200) per month. 
So the deposit would cost KRW 3.0 million (EUR 2,400). 

 

¡ There will not be huge differences in initial cost between setting up a franchisor company 
and an independent brand store because there are no specific requirements to establish 
and start a franchise business in Korea. 

§ It is highly recommended to operate two or three stores under a franchisor’s direct 
management for a few years before recruiting franchisees because a franchisor can 
build local market experience, credibility and the brand image in the early phase of 
operation in Korea.  

§ Ideally, a gelato franchisor can start a business with an office and one directly-
operated store, which can be achieved with the approximate initial cost structure 
outlined above. 
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3.2. Approximate Operating Costs 
¡ Staff salary, store rent and ingredients are major operating costs which occur every month. 

§ Salary is the biggest cost component as at least three people should be hired: two 
employees to work in a store and the other one to manage administrative affairs. 

§ If a separate office is used, there will be additional rental cost for the office space as 
explained on the previous page. 

 

Indicative monthly operating costs 

Example 
• Lease a store in a prime location with the size of 93㎡; 
• Earn KRW 20 million (EUR 15,000) per month 

Category Items included Amount 

Staff salary • Pre-tax amount for three employees KRW 8 – 9 million 
(EUR 6,200 – 7,000) 

Rent • Utilities included KRW 2 – 4 million 
(EUR 1,500 – 3,000) 

Ingredients • Roughly 10% of monthly sales 
revenue 

KRW 2 million 
(EUR 1,500) 

Total KRW 12 – 15 million 
(EUR 9,200 – 11,500) 

Source: Primary interviews 

 

 

4. Taxes 
4.1. Overview 
¡ The tax scheme is made up of the national taxes and the local taxes.  

§ National tax is collected by the central government (National Tax Service and Korea 
Customs Service). 

§ Local tax is collected by local governments (e.g. Seoul Metropolitan Government) on 
its residents, property or profit. 

Types of taxes 

National tax Local tax 

• Income tax (corporate or individual) 
• Value added tax (VAT) 
• Customs duty 

• Local income tax 
• Resident tax 
• Registration and license tax 
• Acquisition tax 
• Property tax 

Sources: Invest Korea, National Tax Service 
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¡ A corporation’s key tax duties are corporate tax (corporate income tax), value added tax 
(VAT) and local taxes. As a foreign-invested company is treated same as a Korean 
company for tax purposes, the same tax rates are applied to both companies. 

§ Tax incentives are offered to foreign-invested companies which have manufacturing 
factories in special zones designated by the Korean government, operate science or 
technology businesses, or conduct research & development (R&D) activities. As initial 
investment of such nature is not common in a gelato business entering the Korean 
market, this report outlines the most common taxes levied on a corporation. 

 

4.2. Corporate Income Tax 
¡ The corporate tax is imposed on profits (sales revenue minus costs of goods sold) that a 

corporation has earned during the year. 

§ Sales revenue earned abroad as well as in Korea are included in calculating the 
corporate tax of a local corporation (both foreign-invested and Korean companies). If 
a loss occurs, there is no corporate tax to be paid. 

 

¡ Progressive tax rates are applied, which means: the higher a profit is, the higher the 
corporate tax rate is. 

§ The highest tax rate was 22% until 2017, but a 25% bracket was added from 2018. 

§ The local corporate income tax is imposed in addition to the corporate tax: about 10% 
of the amount of corporate tax. 

 

Corporate tax rates from 2018 

Tax base 
(sales revenue minus costs of goods sold) Tax rate 

KRW 200 million or less 10% 

More than KRW 200 million 
but not exceeding KRW 20 billion 

KRW 20 million + 20% of the amount 
exceeding KRW 200 million 

More than KRW 20 billion 
but not exceeding KRW 300 billion 

KRW 3.98 billion + 22% of the amount 
exceeding KRW 20 billion 

More than KRW 300 billion KRW 65.58 billion + 25% of the amount 
exceeding KRW 300 billion 

Source: Article 55 of Corporate Tax Act 
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Corporate tax calculation example 

Example 1: 2018 profit – KRW 100 million  
Tax item Tax base Tax rate Tax amount 

Corporate tax KRW 100,000,000 10% KRW 10,000,000 
Local income tax KRW 10,000,000 10% KRW 1,000,000 

Total taxes KRW 11,000,000 
(EUR 8,500) 

Example 2: 2018 profit – KRW 300 million  
Tax item Tax base Tax rate Tax amount 

Corporate tax KRW 300,000,000 
KRW 20,000,000 + 

20% * (300,000,000-
200,000,000) 

KRW 40,000,000 

Local income tax KRW 40,000,000 10% KRW 4,000,000 

Total taxes KRW 44,000,000 
(EUR 33,800) 

Source: IBI calculation 

 

4.3. Value Added Tax 
¡ Consumers are actual payers of the value added tax (VAT), but product/service providers 

report and pay it instead. 

 

¡ The value added tax is calculated as: VAT occurred in selling products minus VAT occurred 
in purchasing goods/services/ingredients.  

§ Tax rate: 10% 

§ In the case of unprocessed/raw agricultural products, they are exempted from VAT. 
However, a product provider purchases raw agricultural goods, and produces and 
sells final products with them, 6/106 of the purchase amount is deducted from the 
product provider’s VAT payment. 

 

Value added tax calculation example 

Items Amount received or paid Value added tax amount 

Selling products KRW 100,000,000 KRW 10,000,000 

Buying ingredients KRW 20,000,000 KRW 2,000,000 

Buying raw agricultural 
products KRW 5,000,000 KRW 283,019 

Final amount to be paid KRW 7,716,981 
(EUR 5,940) 

Source: IBI calculation 
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4.4. Local Taxes 
¡ The local income tax and the resident tax are the most common and regularly imposed 

local taxes.  

§ The local income tax is imposed on the amount of corporate income tax (that is, 
corporate profit). 

§ The resident tax is levied on corporations whose legal address is registered with a 
local government. 

 

Local tax rates and calculation example 

Example 
• Set up a corporation with the capital of KRW 100 million; 
• Use a store with the size of 93㎡; 
• Hire three employees; 
• Register the annual profit of KRW 100 million  

Tax category Tax rate Tax amount 

Local corporate income tax 10% of the corporate income tax 
amount 

KRW 1,000,000 
(EUR 770) 

Resident tax – flat amount 
KRW 50,000 – 500,000 depending 
on the number of employees and 
the corporate capital 

KRW 50,000 
(EUR 38) 

Resident tax – place of 
business KRW 250 per ㎡ KRW 23,250 

(EUR 18) 
Sources: Invest Korea, Seoul Metropolitan Government 

 

¡ The registration and license tax occurs when a business acquires/purchases, transfers or 
disposes of properties (e.g. real estate, cars, etc.), or obtains business licenses. 

 

Tax rates of registration and license taxes applicable 

Category Tax rate 

Business license KRW 18,000 – 67,500 (EUR 14 – 52) 

Registration of incorporation 
0.4% of the capital 
*A three times higher rate applied in the case of 
incorporation within metropolitan cities. 

Registration of real estate 
leased 0.2% of the monthly rent 

Registration of car used for 
business purpose KRW 15,000 (EUR 12) 

Sources: Invest Korea, Seoul Metropolitan Government 
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4.5. Tax Comparison between Corporation and Sole 
Proprietorship6 
1) Income tax 

¡ Sole proprietorship has similar tax duties to a corporation, but different tax rates are 
applied to its income tax which is called as the composite income tax. 

§ Composite income tax amount = tax base (all incomes minus necessary expenses) x 
Tax rate – Flat amount of progressive deduction 

§ Like the local corporate income tax, 10% of the composite income tax is also levied 
as the local income tax. 

 

Composite income tax rates from 2018 

Tax base Tax rate Progressive deduction amount 

Less than KRW 12 million 6% N/A 

More than KRW 12 million 
but not exceeding KRW 46 million 15% KRW 1,080,000 

More than KRW 46 million 
but not exceeding KRW 88 million 24% KRW 5,220,000 

More than KRW 88 million 
but not exceeding KRW 150 million 35% KRW 14,900,000 

More than KRW 150 million 
but not exceeding KRW 300 million 38% KRW 19,400,000 

More than KRW 300 million 
but not exceeding KRW 500 million 40% KRW 25,400,000 

More than KRW 500 million 42% KRW 35,400,000 
Source: National Tax Service 

 

2) Value added tax 

¡ In calculating the value added tax, a slightly higher deduction rate (8/108) is applied to 
raw/unprocessed agricultural products which are used in producing final goods. 

§ Deduction rate for a corporation: 6/106 

 

3) Local tax – resident tax 

¡ A flat amount of KRW 50,000 (EUR 38) is levied on sole proprietorship, whereas a 
corporation pays KRW 50,000 to 500,000 depending the number of employees and the 
amount of capital. 

                                                
6 Note: Sole proprietorship is not recommended for a foreign investor as explained in 2.1. Routes to 
Establish a Business in Korea, but this chapter is prepared for audience’s references. 


