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Abstract 

Real estate tax is an important property tax in the taxation system and is a basic tax in 
real estate tax. For a long time, China has put emphasis on land tax and light on house 
tax, resulting in a low proportion of real estate tax revenue in tax. In recent years, with 
the deepening of my country's economic system reform and the boom of the real estate 
market, the current real estate tax system has been unable to adapt to both the 
marketization of real estate and the transformation of economic growth mode. This 
article introduces the content of real estate tax in detail, analyzes the role of property 
tax and its development status, expounds the problems that arising in the process of real 
estate tax collection, and briefly proposes reform strategies for property tax collection 
based on the problems that arise. 
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1. General situation of property tax 

1.1. Concept 

Real estate tax is taxed on real estate and belongs to the category of property tax. Real estate 
tax is a tax levied on real estate owners or operators based on real estate prices or real estate 
rental income[1].  

Real estate tax is levied annually and paid in installments. The taxation scope is: cities, counties, 
organizational towns and industrial and mining areas. There are two standards for real estate 
tax collection, one is price-based taxation, and the other is based on rent-based taxation. The 
"Interim Regulations on Real Estate Tax" stipulate that the ad valorem levy is based on the 
residual value of the property at a tax rate of 1.2%, while the rent-based levy is based on the 
rental income obtained from renting out the house and the tax rate is 12%. 

1.2. Role 

1.2.1. Real estate tax can rationally allocate land resources and prevent waste of land 
resources 

The levy of real estate tax can effectively increase the price of land, which also means that costs 
more to leave land unused, thereby improving the efficiency of land development and 
utilization, and accelerating the market circulation of land, which ultimately protecting the 
existing urban land and arable land resources[2].  

1.2.2. Real estate tax can stimulate the development of the real estate market and 
significantly increase local fiscal revenues 

One of the important sources of local government finance in our country is the transfer of land 
and the collection of land transfer premiums. The number of real estate properties of units and 
residents and the present value of real estate are the basis for calculating the real estate tax. It 
means that the more properties they have, the more property taxes and the higher the costs 
they need to pay, which increases the fiscal revenue of local governments. The collection of 
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property tax has corresponding laws and regulations,its procedures are open and transparent, 
and its tax sources are relatively stable. All taxes are allocated to local finances, which is 
conducive to local economic construction, providing infrastructure services, and improving 
people's livelihood. 

1.2.3. Narrowing the gap between rich and poor 

Real estate tax is a direct tax and the tax burden cannot be passed on. It is more conducive to 
the implementation of macro policies, plays the function of regulating income and reducing the 
gap between rich and poor and has a positive effect on cracking down on real estate speculation 
and curbing skyrocketing housing prices[3].  

1.2.4. The collection of property taxes can effectively control the size of the housing 
market 

The rapid development of our country's real estate industry has absorbed and accommodated 
a large amount of social resources, but the real estate industry is an extensive economic 
development model that expands investment and consumes resources. The real estate tax can 
effectively control the scale of the real estate market and reduce the rate of return on real estate 
investment, thereby transferring our country’s limited land, capital, and talent resources to the 
track of industrial upgrading and accelerating the transformation of economic growth mode, 
and ultimately realizing industrial upgrading Replace generations to promote the healthy, 
stable, scientific and sustainable development of the national economy. 

1.3. Development status 

After entering the 21st century, with the rapid development of our country's economy and the 
continuous progress of society, the real estate industry has seen unprecedented prosperity. At 
present, the real estate industry has become an important basic industry driving our country's 
economic development[4].  

After Economic Reform and opening up, my country's market economy system has gradually 
formed, the economy has developed rapidly and people's living standards have been 
continuously improved, while the real estate industry has also expanded rapidly. Instead of 
saving money in banks or making other financial investments, more and more people in China 
are hoarding more and more houses, thus giving rise to the "property speculation army". 
Housing is no longer a necessity survival, but has been "reborn" and has become a tool for value 
preservation and appreciation, and an object of investment. 

Our country’s real estate tax was implemented on October 1, 1986, and it only involves business 
real estate, and the property tax is temporarily exempted for residents’ houses. At that time, the 
real estate tax was levied on commercial real estate for commercial purposes, while other 
properties such as residential properties and non-commercial commercial properties were not 
subject to property tax. From 2006 to 2019, our country’s real estate industry has been 
“running” rapidly for 14 years, with average property prices in cities across the country 
increasing exponentially by nearly five times in just over a decade. 

In order to curb the overheating of the real estate market, governments at all levels have 
introduced a series of macro policies to regulate it in recent years, but the housing prices are 
still on the rise. On January 28, 2011,  China launched a pilot property tax levy in two 
municipalities directly under the Central Government of Shanghai and Chongqing, and also 
levied real estate tax on residential houses occupied by residents. However, real estate prices 
have remained high and are still rising in most cities. Although the government has successively 
introduced policies to regulate and control housing prices, the results have not been effective, 
and the effect of the pilot real estate taxes in Shanghai and Chongqing have not been 
satisfactory[5].  
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In recent years, real estate tax revenue has increased significantly with the rapid development 
of our country's economy and the prosperity of the real estate market, but the growth of real 
estate tax revenue has lagged far behind the development rate of our country's real estate 
industry. The original real estate tax system is out of touch with the rapid development of the 
real estate industry and the economic environment of the market system, that is, there are 
many problems with the collection of property tax and it is facing a critical shift. 

2. Analysis of the problems existing in real estate tax  

2.1. Narrow taxation scope 

The scope of real estate tax collection in my country only covers cities, counties, organizational 
towns, and industrial and mining areas, but does not include rural areas. The main reason is 
that the development of urban and rural areas was unbalanced at that time, and rural 
development was slow, which are still mainly based on agriculture as the pillar industry. 
However, in recent years, the pace of rural urbanization has accelerated, and the economy has 
has improved significantly. Moreover, the rural population is relatively large, and the 
agricultural population accounts for a large proportion. if the continued exclusion of rural 
properties would not only be unfair to taxation, but would also result in a loss of revenue. 

2.2. Inaccurate tax calculation basis 

The existing tax calculation basis are the residual value of the real estate and rental income. In 
recent years, with the rapid development of the real estate market, property prices have been 
rising and housing rents have also been rising, which will increase the financial burden of 
tenants and disrupt the rental market. However, the taxation based on the residual value of the 
real estate cannot truly reflect the economic value of the current real estate. As a result, the 
current real estate tax cannot change with the changes in the fair value of the real estate market, 
and it cannot reflect the principle of taxation well[6].  

2.3. The setting of real estate tax rate is unfair 

The current property tax rate based on rent in my country as the tax basis is 12%, and the urban 
property tax rate is as high as 18%, and the property tax rate for self-occupied houses is 1.2%, 
that is, the current property tax policy levies a high tax on circulating properties and a low tax 
on owner-occupied properties. The tax difference of 10 times the tax burden of rental property 
and self-use property in my country is contrary to the principle of tax fairness, and it is unable 
to adapt to the current system of encouraging renting and regulating rent income by the market. 
The regulatory role of tax is difficult to play a role. It is not conducive to the expansion of the 
real estate transaction scale, nor to the rational use of existing properties, resulting in a large 
number of housing estates, real estate speculation and vacancies. 

2.4. Lack of real estate tax collection and management system 

In the real estate tax collection management system, the high cost of collection management, 
inadequate services, the low quality of collection personnel, the need to improve information 
technology of collection, and the weak tax awareness of taxpayers are all seriously affecting the 
progress of property tax reform. 

3. Countermeasures to solve the problem of real estate tax collection  

3.1. Expand the scope of expropriation 

In order to ensure the principle of tax fairness, my country should follow the direction of "wide 
tax base, reduced tax types, low tax rates, and strict collection and management", and include 
rural real estate within the scope of taxation, achieve the same national urban and rural areas, 
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and avoid urban-rural differentiation. And in the preferential tax policy, the tax exemption 
policy for personal non-business housing is can celled to reduce the occurrence of housing 
hoarding. 

3.2. Set tax rates reasonably 

In order to adapt to the speed of development in various regions, it is not appropriate for the 
state to publish tax rates uniformly. If the central government can decentralize part of the tax 
power to the local governments so that the localities can formulate according to the actual 
situation, this way is much more scientific and effective. Of course, this involves Policy reform 
can be regarded as a major national event, which affects the whole body. It is hoped that it can 
be realized one day, so as to make the society more stable. 

3.3. Develop a scientific basis for tax calculation and improve the real estate 
appraisal system  

The taxation basis of real estate tax has changed from the "transaction price" model to the 
"market appraisal price" model, which will make the real estate tax calculation and collection 
more scientific and reasonable. Our country needs to improve the taxation basis of real estate 
tax from various aspects, so as to truly play the role of tax regulation, guarantee the safety of 
residents' housing, and at the same time rectify the chaotic domestic real estate market to a 
certain extent[7].  

A healthy real estate transaction market is a prerequisite for the perfect establishment of a real 
estate market evaluation system. Therefore, our country must establish a scientific and 
reasonable appraisal mechanism, formulate relevant regulations to regulate the real estate 
evaluation industry so that appraisers can assess the value of real estate in a more objective 
and fair manner. 

3.4. Improving laws and regulations related to real estate tax 

The “2019 State Council Government Work Report” pointed out that it is necessary to improve 
the local tax system and steadily advance real estate tax legislation. My country is steadily 
advancing the legislation of real estate tax, revising and improving the laws and regulations 
related to real estate tax, and controlling the real estate industry under the principle of 
statutory taxation, so as to ensure that there must be laws to go by, the laws must be observed 
and strictly enforced, and lawbreakers must be prosecuted. My country’s current tax legislative 
power is concentrated in the central government, and local governments do not have no tax 
legislative power. My country can learn from the experience of the United States and endow 
local governments with reasonable legislative powers, and each locality can formulate property 
tax in accordance with the actual situation of the localities. 

4. Conclusion 

In summary, my country's real estate market is still in a stage of development. It is inevitable 
that problems will arise, but the most important thing is to solve them. With the continuous 
improvement of the real estate tax system, it will further promote the development of my 
country's real estate industry in a healthy and orderly direction, make it conform to the current 
objective laws of the development of the socialist market economy, complete the smooth 
transition of the real estate industry, and provide the basic guarantee for China’s national 
economic construction. In this regard, the government should not only earnestly promote the 
reform of the real estate tax system and further deepen the corresponding management system 
of real estate tax, but also improve the deficiencies of the real estate tax system. In addition, the 
government also needs to establish and improve the corresponding laws and regulations, using 
the system as a strong guarantee for the improvement of real estate tax. Therefore, in view of 
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the shortcomings of the current real estate tax collection, China must take reasonable measures 
to introduce a reasonable real estate tax policy. Only then can we effectively ensure the normal 
and stable development of the property market. 
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