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Abstract

Property tax reform in China is not only for the perfection of real estate
tax system, but also for the local tax system, the regulation of the real eatate
market and the equity of taxation. The property tax has a widespread effect.
However, different effect goal has different request for the design of tax
system. So, in order to maximize the combined effect of the future property
tax, it's really an important issue to determine a best combination of effect
targets.

Through theoretical and empirical research, this dissertation tries to
reveal the effect how the property tax reform put on the local public finance,
the real estate market and the wealth assignment. Concretely, there are four
questions to answer: what is the effect; how large is the effect; how is the
effect produced; and how to control the effect. The application value of this
research lies in two sides: on one hand, before reform, the determination of
the best combination of effect targets can contribute to the design of property
tax system; on the other hand, after reform, as the action mechanism is a
general conclusion, it can be used to examine the implementary effects of the
new tax.

For in-depth analysis, many frontier research methods of modern
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econometrics are used, such as vector autoregression (VAR) model, co-
integration test, vector error-correction (VEC) model, Granger causality test
and so on. Such methods help to reveal the effect that property tax will put on
housing price, and to examine the fair function of the current real estate tax.
The empirical study results are of great value to push ahead with this area of
reaserch. Other research methods used in the dissertation include simulation,
factor analysis, traditional normative analysis, etc.

Conclusions of the research are as follows:

Firstly, the property tax influences the local public finance in two ways:
On one hand, it increases the local fiscal revenue. The scale of the future
propery tax is sure to surpass the current three real estate taxes. Meanwhile, it
will not decrease the land grant fee. So, the gross effect is revenue growth. On
the other hand, the property tax can promote local government to transform
their functions to a better direction. Among the three basic governmental
functions, the loacl government is appropriate to provide regional public
goods and services. Based on the benefit theory of propery tax, the property
tax helps to construct the intrinsic motivation and external supervisory
environment for the“service-oriented government”. Therefore, the property
tax reform just fits the new requirement for constructing “service-oriented
government”.

Secondly, the property tax effects the real estate market in two aspects:
On one hand, as a shortterm effect, the reform knocks housing prices down.
According to the result of dynamic analysis, the effect of lowering housing
prices is evident in the short run, but limited in the long run. Although it is
effective to take property tax reform as a measure to restrain housing prices,
the basic measure should not lies in taxation, for the most important factors
that affect prices is supply and demand relation rather than taxes. On the
other hand, property tax helps to regulate the real estate market. Property tax
reform regulates the market by bring with some structural adjustments, such
as improving land utilization efficiency, prospering the second-hand housing
market, optimizing housing supplies, promoting urban suburbanization

process and so on.



Thirdly, the effects put on social justice are as follows: To start with,
theoretical analysis shows the property tax in our country are with the
analysis framework of capital duty viewpoint, and therefore is progressive.
Moreover, empirical analysis shows that the current real estate tax can reduce
the Gini Coefficient and promote social justice in a small degree, for it is of a
small share in the current tax system. Thus, to improve tax justice by property
tax reform is feasible, and expanding the proportion of property tax in the
whole tax system can enhance the effect.

Fourthly, although the above effects are all positive, the government
should focus on one of them while determine the target of property tax
reform. According to the the author's analysis, the government should
focus on the target of increasing the local fiscal revenue, and take account
of regulating the real estate market and promoting sacial equity in the
meanwhile.

Based on the above conclusions, some suggestions are provided for the
design of the future property tax: First, expand the tax base; Second, set tax
preference and a range of proportional tax rate, but not too low rate level,;
Third, tax basis is the evaluation of the real estate, the ratio of the evaluation
taxed can be set at 70%; Fourth, the revenue of property tax belongs to the
local governments, and so does the management responsibilities; Fifth, pay
more attention to the assessment work, and perfect the relevant technology
and policies; Sixth, land grant fee should not be brought into property tax, but
the relationship between them should be valued; Seventh, land rent system

reform should not go with the property tax reform.

Key Words: property tax; local finance; housing price; justice
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