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QUICK FACTS

Legal forms of philanthropic organizations included in the law: Association, Cooperative,
Cooperation, Society

Five main social issues addressed by these organizations: Basic needs, Health and Medical
Research, Higher Education, International Causes, Youth and Family

Average time established by law to register a philanthropic organization: 0-30 days
Average cost for registering a philanthropic organization: It is free to register a PO at the state
level. That said, an incorporated PO must register at a district court to obtain legal identification,

which costs between USD 100—400, depending on the location.

Government levels primarily regulating the incorporation of philanthropic organizations:
Central/Federal Government, Local Government

PHILANTHROPIC ENVIRONMENT SCORES

Ease of Cross-border Political . .
. Tax . . . Economic Socio-cultural Overall
Year | operatinga | . . philanthropic environment . .
incentives environment environment score
PO flows
2025
GPEI 4.47 41 4.25 3.0 3.0 4.3 3.85
2022
GPEI 4.5 41 4.3 3.9 3.0 4.0 3.94
2018
GPEI 4.67 4.40 4.20 4.10 N/A 4.50 4.37

Source: Indiana University Lilly Family School of Philanthropy, 2025 Global Philanthropy Environment Index

' Authors of the 2025 GPEI report are providing updated narratives and scores to the 2022 GPEI report.
2 North Carolina State University
8 The Beautiful Foundation
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KEY FINDINGS

I. Formation/Registration, Operations, Dissolution of a Philanthropic Organization (PO)

The three indicator questions in this section pertain to the laws and regulations governing
philanthropic organizations (POs). The scoring questions for this category cover three aspects of
regulations: (A) formation and registration; (B) operations; and (C) dissolution.

Question One: To what extent can individuals form and incorporate the organizations defined?

| Score: 4.6

In South Korea, POs can take the form of unregistered groups or legally incorporated organizations.
Only POs that incorporate as legal nonprofit entities can obtain legal and governmental benefits as
a nonprofit entity from the government (e.g., government subsidies or grants). Furthermore, only
charitable donations to eligible, incorporated POs can receive tax deductions. Under the amended
law of 2021, the government categorized nonprofit organizations in South Korea into two types based
on tax deduction benefits: public corporations (gong-ik-bon-in) and public organizations (gong-ik-
danche). Public corporations are allowed to offer tax deductions for donations from both individuals
and corporations. In contrast, public organizations can only provide tax deductions for donations
from individuals.

In terms of who may serve as a founder, in general, at least half of PO board members must be
Korean citizens in the case of a public benefit nonprofit organization (a so-called "public charity"),
although there are no statutory limitations on who may register a PO. At the time of incorporation,
as a nonprofit entity, there is a minimum capital requirement to form an association (between USD
2,000 and 5,000 in capital) or a foundation (USD 500,000 in capital and asset).

Social enterprises may be registered as either a nonprofit or for-profit entity. If a social enterprise is
incorporated as a nonprofit entity, benefits and duties of the organization follow nonprofit laws.
However, if a social enterprise is incorporated as a for-profit entity, the enterprise must obtain a
certificate from the government to receive benefits from the state.

Question Two: To what extent are POs free to operate without excessive government interference?

Score: 4

Although the law has basic institutional requirements, such as a board of directors, a general
meeting, by-laws, and audits, POs have the discretion and freedom to run the organization's internal
affairs. Also, there is no restriction or limit to interact with various media channels and to cooperate
with domestic and international entities. However, POs are somewhat restricted in their
administration and fundraising activities. According to Act on the Establishment and Operation of
Public Interest Corporations, if a PO that has KRW 100 billion (USD 900 million) in capital, it must
recruit one quarter of the board of directors from nominees who are recommended by the local
government. In addition, if a PO intends to raise funds KRW 10 million (USD 9,000) or more from
the general public (not from their members and the identified stakeholders for the organization), the
PO must obtain permission for the fundraising event from the local government. Lastly, if a PO is
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assigned as the designated charity organization (jiyeong gaugeon danche), the PO must spend 80
percent or more of their total expenditures for the identified purpose of the organization.

Question Three: To what extent is there government discretion in shutting down POs?

Score: 4.8

The governing body can voluntarily terminate a philanthropic organization in general. For a PO that
incorporated as sadan bubin can voluntarily terminate when three fourths of board members request
a dissolution. For a PO registered as jeadan bubin, when the PO decides to dissolve, the remaining
assets, after all debts have been paid, must be distributed as decided by the entity or as decided by
a court of competent jurisdiction at the request of the entity, in accordance with the law. The
government can order a PO be dissolved on the grounds of misuse of finances, unethical conduct,
and other violations. Even if the government orders an involuntary termination, the PO can appeal
the dissolution to a court. Civil Act 38 regulates the termination of POs as follows: “In a case where
a juristic person operates such business outside the scope of its purpose, violates such conditions
attached to its authorization of incorporation, or acts in a manner harmful to the public interest, the
competent authorities may cancel the PO’s permission to operate.”

[I. Domestic Tax and Fiscal Issues

The two questions in this section pertain to laws and regulations governing the fiscal constraints of
giving and receiving donations domestically.

Question Four: To what extent is the tax system favorable to making charitable donations?

Score: 4.0

Individual and corporate donors have access to a sort of income tax incentive in the form of tax
credits for individuals or tax deductions for corporations for their charitable donations. The process
for receiving the tax benefit is also clear, consistent, and easy because the records for philanthropic
donations to legal POs can be accessed by the National Tax Service database. However, the tax
benefits for charitable donations are somewhat limited. For individual giving, the tax benefit was
changed from tax deduction to tax credit in 2014. Individual donors can receive full tax credits (100
percent of tax credits for their donations) when they make charitable donations up to 30 percent of
their total income. However, the formulas to calculate the tax benefits for charitable giving by
individuals are intricate depending on income, employment, and where they donate to. For corporate
giving, the tax benefits have applied differently depending on the total amount of operating profit and
type of grantee. Corporations can receive a tax deduction for the total amount of charitable giving
equivalent to an amount up to 10 percent or 50 percent of total operating profit depending on where
they donate to. These regulations and restrictions for charitable donations somewhat limit individual
and corporate philanthropic donations to charity in South Korea.
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Question Five: To what extent is the tax system favorable to POs in receiving charitable donations?

Score: 4.2

The process of receiving tax-exempt status is clear and predictable. In general, POs receive tax
exemptions in the form of property tax exemptions, corporate tax exemptions, income tax
exemptions, value-added tax exemptions, and the like. If POs run businesses unrelated to their main
purposes, they must pay the "unrelated business income tax." No legal and policy changes have
occurred since the enactment of the Inheritance Tax and Gift Tax Act in 2020. However, the tax
credit cap for individual giving was temporarily increased, from up to 30 percent of total income to
100 percent of total income, during the COVID-19 period (January 2020—March 2023).

Ill. Cross-Border Philanthropic Flows
The two questions in this section concern laws and regulations governing the fiscal constraints of
giving and receiving cross-border donations. The scoring for these questions pertains to the donor

and receiving entities.

Question Six: To what extent is the legal regulatory environment favorable to sending cross-border
donations?

Score: 4.0

There are no fees or taxes on sending cross-border philanthropic cash and/or in-kind donations,
except the costs of the wire transfer fee. If the amount is more than USD 50,000, tax authorities must
be immediately notified of the transaction. In this case, tax authorities will immediately engage in an
inquiry regarding the source of the money. There are no restrictions on sending cross-border
charitable donations except for those supporting activities related to terrorism and to a few select
countries, particularly related to the donations to North Korea and its related international
organizations. Individual donors or corporations can receive a tax credit or deduction for the cross-
border donations relying on the grantees. In order to receive the tax benefits for their cross-border
donations, the cross-border grantees must be registered as an organization eligible to receive the
designated donation in advance. Also, individual donors or corporations must report the total amount
of the cross-border donations to the National Tax Service. If a PO donates a total of KRW 10 billion
(USD 8.8 million) or higher to overseas organizations without reporting to the National Tax Service,
the individuals or the corporations will pay a fine for the violations, according to Foreign Exchange
Transactions Act.

Question Seven: To what extent is the legal regulatory environment favorable to receiving cross-
border donations?

Score: 4.5

There are no fees, taxes, or approval processes required for receiving cross-border philanthropic
cash and/or in-kind donations (Customs Act, Article 91). There are no restrictions on receiving cross-
border charitable donations other than prohibitions on receiving funds from sanctioned countries
such as North Korea, as well as those linked to activities such as terrorism.
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IV. Political Environment

The four indicator questions in the next three sections concern the political context, economic
conditions, and socio-cultural characteristics that influence the environment for philanthropy.

Question Eight: To what extent is the political environment favorable for philanthropy?

Score: 3.0

The conservative government in South Korea, which took office in May 2022, has not been favorable
towards POs. The administration both reduced support and heightened regulations for POs.
Meanwhile, grant support to nonprofits became increasingly stringent. For example, during the
National Fiscal Strategy Meeting in 2023, the conservative government emphasized that subsidies
for POs and social enterprises would be "completely re-examined from a zero-base." According to
the Ministry of the Interior and Safety’s budget summary, the 2024 budget allocation for POs is set
at a KRW 3.9 billion, a substantial decrease from the KRW 7.5 billion allocated in the previous year.

Question Nine: To what extent are public policies and practices favorable for philanthropy?

Score: 3.0

Since 2023, public policies and the practical environment toward philanthropy in South Korea have
undergone significant changes. The Civil Society Committee, which was formed during the previous
administration and operated under the Prime Minister's office, was abolished shortly after the current
government took office, diminishing communication and cooperation between the government and
civil society. Audits on POs were carried out under the guise of enhancing transparency in the use
of government subsidies for POs. In addition, the budget for social economy initiatives was reduced,
with several departments in the executive branch that supported POs being either abolished or
consolidated.

V. Economic Environment

Question Ten: To what extent is the economic context favorable for philanthropy?

Score: 3.0

Since COVID-19 outbreak crossed the globe in 2019, the general economic climate has fluctuated
and the nonprofit sector in South Korea has faced fatal financial and service provision challenges.
Financial challenges have been more serious for small or grassroot organizations than major POs
in South Korea—large organizations with more resources have successfully raised more
philanthropic donations than small POs. Charitable donors are more likely to donate to well-known
organizations or major POs as opposed to grassroot organizations.
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VI. Socio-Cultural Environment

Question Eleven: To what extent are socio-cultural values and practices favorable for philanthropy?

| Score: 4.3

During the COVID-19 pandemic, individual donations in South Korea increased despite a decrease
in corporate giving, demonstrating a strong commitment to mutual support from the general
individuals during crises. Notably, the MZ Generation (Millennials and Gen Z) enthusiastically
adopted innovative philanthropic methods and actively participated in philanthropic giving more than
other generations during the COVID-19 pandemic. Throughout the pandemic and other natural and
human disasters, such as the Russo-Ukraine war and the 2023 Turkey earthquake, significant
donations were processed via innovative technologies such as blockchain, metaverse,
cryptocurrencies, and NFTs. These new philanthropic giving vehicles have been mainly enhanced
by the MZ Generation. There has also been an expansion in support for nonprofit startups and the
spread of impact investing. Overall, the philanthropic culture in South Korea has evolved, expanded,
and matured in different ways since 2020.

VIl. Recommendations for Philanthropy

These questions are used to provide a general picture of philanthropy in this country as well as
recommendations to improve the philanthropic environment.

Three key recommendations to improve the environment for philanthropy

e Consistent government policies and partnerships between the government and nonprofit
sector, irrespective of the executive branch’s political preferences toward the PO sector

e Diversify revenue streams for Pos

e Eliminate duplication in government regulations and simplify legal requirements for POs.

Lasting innovation or impacts in the nonprofit sector and philanthropy in response to the
COVID-19 pandemic.

e Increased collaboration between the philanthropic/NGO sector and government
e Online/digital giving

¢ More flexible tax benefits

e Virtual or hybrid workplace

Issues or trends are emerging as significant to the nonprofit sector and philanthropy.
e Adoption of blockchain

¢ Climate change/environmental conservation
¢ Role of media journalism
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