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Abstract 
China’s economy has developed at a super speed in the past twenty years, and it was 
ranked second in the world economic rankings in the year 2020. In the meantime, the 
real estate industry was booming as a important economy pillar of China. Because of the 
steady economic development which brought the increase of resident income, people 
poured huge number of money into the real estate market due to the requirement of 
living and investment. Therefore, the housing price kept climbing and Chines 
government took measures by monetary policy and fiscal policy to restrain real estate 
speculation. The healthy development of the real estate industry is much concerned as 
its relationship with people’s living condition in China, especially in the important stage 
of economic development progress, therefore the real estate tax, as the key method of 
stabilizing the housing price, must be carefully set and reformed. This paper introduces 
the relationship between China’s economy and real estate tax, the definition and 
background of real estate tax, the international comparison of real estate tax, and China’s 
current domestic real estate tax pilot situation, to analyze the impacts and predication 
of China’s real estate tax policy. 
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1. The Correlation between Real Estate and China’s Economy 

1.1. China’s Economy is Developing with High Quality 
In the past 20 years, China's economy has achieved rapid development. In 2020, China 
surpassed Japan and ranked second in the world in terms of GDP. According to the latest 
economic data, China's total GDP in 2021 has reached 16862.98 billion dollars, accounting for 
17.8% of the global economy. 
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Figure 1. GDP (Nominal) Ranking 

1.2. The Correlation between Real Estate and China’s Economy 

 
Figure 2. Estate Share on China’s GDP 

 

Year Estate（billion） GDP(billion) Share
2020 74553 1015986 7.30%
2019 69632 990865 7.00%
2018 64623 919281 7.00%
2017 57086 832036 6.90%
2016 49969 746395 6.70%
2015 42574 688858 6.20%
2014 38086 643563 5.90%
2013 35340 592963 6.00%
2012 30752 538580 5.70%
2011 27781 487940 5.70%
2010 23327 412119 5.79%
2009 18761 348518 5.40%
2008 14600 319245 4.60%
2007 13714 270092 5.10%
2006 10321 219439 4.70%
2005 8483 187319 4.50%
2004 7152 161840 4.49%
2003 6157 137422 4.50%
2002 5335 121717 4.49%
2001 4706 110863 4.20%
2000 4141 100280.1 4.10%
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The Chinese economy is closely related to the development of the real estate industry. As can 
be seen from the data from the National Bureau of Statistics below, from 2000 to 2020, China's 
GDP has increased from 10,028 billion yuan to 101,598 million yuan, an increase of 10 times, 
and the added value of the real estate industry in 2020 has increased from 414.1 billion yuan 
in 2000 to 7,455.3 billion yuan, an increase of 18 times, and the growth rate was significantly 
higher than that of GDP. The ratio of real estate value added to GDP increased from 4.1 to 7.3%. 
Over the past 20 years, the share of real estate in GPD has risen by 78%. In addition, the number 
of real estate legal entities exceeded 811,663, and the number of employees in real estate 
enterprises reached 2,927,379. Real estate industry in China not only contributed to economic 
growth, but also brought more employment opportunities. 

2. The Definition and Reason for Real Estate Tax 

2.1. The Difference between Real Estate Tax and Real Estate Tax 
The real estate tax is a real estate tax levied on the property owner based on the taxable residual 
value of the house or the rental income as the taxable object. Real estate tax is an umbrella term 
for all taxes on real estate. Conceptually, the real estate tax involves real estate business tax, 
corporate income tax, personal income tax, real estate tax, urban land use tax, urban real estate 
tax, stamp duty, land value-added tax and so on. 
Explained in a popular way, the real estate tax is paid for the owned property and the real estate 
tax is paid for the occupied land; the real estate tax plus the real estate tax is the real estate tax. 
The difference between real estate tax and real estate tax is the difference between paying tax 
at the purchase stage and paying the tax at the holding stage. 
(Remarks: The real estate tax system is simple, and the tax burden focuses on the real estate 
holding link. The foreign real estate tax system can be divided into three parts: real estate 
acquisition, holding and transfer. The focus is on the taxation of real estate holdings.) 

2.2. Current Taxation Policy in China’s Real Estate Industry 
Based on above real estate tax regulations, here is an example, the same 100 square meters of 
house, price at 50,000 / square, if it is: 
1) A new house, which is the only house, needs to pay deed tax (1.5%) and stamp duty (0.05%). 
The tax amount is 77,500 yuan. 
2) 100 square meters, 50,000/square meters, 5 million second-hand houses, the only one after 
five years or more, the taxable price is calculated according to the house price: deed tax (1.5%), 
stamp duty (0.05%), and the tax amount is 77,500. 
3) 100 sqm, 50,000/sqm, 5 million second-hand housing, the second-hand housing is the only 
one, the taxable price is calculated based on the house price, and needs to be paid: deed tax 
(1.5%) personal income tax (1%), stamp duty (0.05%), tax payment Amount of 127,500. 
4) 100 sqm, 50,000/ sqm, 5 million second-hand housing, less than two years, and it is not 
unique house, the taxable price is calculated according to the house price and needs to pay: 
deed tax (1.5%), stamp duty (0.05%), value-added tax and additional tax (5.6 %), personal 
income tax (1%), tax paid 407,500. 
A new house of 100 square meters, the only house, versus the only second-hand house that is 
fully possessed for five years, the tax amount to be paid is the same. The second-hand houses 
that were possessed for less than 2 years, will pay the highest amount of tax, reaching 407,500 
yuan, which was 5.2 times that of the only new house. 
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Table 1. List of House Purchase Taxes and Fees 

Property Type Tax Scope of Collection and Tax Rate 

New House 
Deed Tax 

Ordinary housing of less than 90 square meters, and the housing is 
the only housing of the family, the deed tax shall be levied at a 
reduced rate of 1%. 

1.5% for ordinary houses over 90 square meters (inclusive), and 
3% for more than 144 square meters (inclusive). 

3% for non-residential housing. 

Stamp Duty 5/10,000 of the total house price. 

Second-hand 
House 

Deed Tax 

The standard for residential houses is to pay 3% or 1.5% or 1% of 
the total price of the house. The specific proportion of each house 
should be paid according to the relevant national policies, the 
purchase time of the house buyer, the unit price of the house, the 
area of the house, whether it is the first time to buy a house, etc. 
factors to determine. 

Non-residential houses are paid 3% of the total price of the house. 

VAT and 
Surcharges 

Individuals who will buy houses for more than 2 years (including 2 
years) for external sales are exempt from tax. 

Individuals will buy houses less than 2 years old for external sales, 
5% of sales, plus urban construction and maintenance tax, 
education surcharge, and local education surcharge, a total of 5.6% 
of sales. 

Personal Income 
Tax 

The seller's only house and has lived for more than five years (five 
full houses), exempt from tax. 

In other cases, 1% of the taxable price or 20% of the difference 
between the original purchase price and the current selling price 
of the house. 

Land Value 
Added Tax 

Ordinary residence, exempt. 

For non-ordinary residences, within 3 years: total housing 
transaction × 0.5%, 3 to 5 years: total housing transaction × 0.25%, 
5 years or more: exempt. 

Stamp Duty 5/10,000 of the total house price. 

2.3. The Historical Change of the Real Estate Tax in China 
Looking back on history, the evolution of China's real estate tax can be driven to Zhou Dynasty. 
Real estate tax was sprouted in the Zhou Dynasty and collected with other properties together; 
in the middle of the Tang Dynasty, it was levied as an independent tax; in the Song Dynasty, it 
became a normal tax. Since the end of the Qing Dynasty, the modern real estate tax began to 
sprout, and it has gradually developed and evolved. From its evolution process, this paper finds 
that China's real estate tax is gradually normalized, the scope of taxation is expanded, and the 
non-agricultural value of land is emphasized. The evolution reasons include Chinese historical 
and cultural traditions, the impact of the international tax system and the expansion of 
government functions. 
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Table 2. Government Policy AND Policy Content 

Date Government Policy Policy Content 

1986-09-
15 

The State Council issued the 
"Interim Regulations of the 
People's Republic of China on Real 
estate tax" 

The real estate tax is mainly aimed at the commercial 
housing in urban areas and is exempted from taxation 
on the non-business real estate owned by individuals; 
the taxation method is stipulated according to the 
operation and use method of the house. Income is taxed. 
It will be implemented from October 1st. 

2010-11-
01 

The State Council issued the 
"Proposal for the Twelfth Five-
Year Plan for National Economic 
and Social Development" 

It is clearly mentioned that it is necessary to speed up 
the reform of the fiscal and taxation system, actively 
build a fiscal and taxation system that is conducive to 
changing the mode of economic development, and study 
and promote the reform of real estate tax. 

2011-01-
27 

Shanghai and Chongqing issued 
the "Interim Measures on Carrying 
out the Pilot Program of Collecting 
Real estate tax on Some Individual 
Housing" 

Since January 28, 2011, real estate tax will be levied on 
some individual houses. 

2013-03-
01 

The State Council issued the 
"Notice on Continuing to Do a Good 
Job in Real Estate Market 
Regulation" 

It is proposed to speed up the establishment and 
improvement of a long-term mechanism to guide the 
healthy development of the real estate market and 
promote the reform of the real estate tax system. 

2021-03-
13 

The 14th Five-Year Plan for the 
National Economic and Social 
Development of the People's 
Republic of China and the Outline 
of the Vision for 2035 

It is clear to promote real estate tax legislation. 

2021-10-
15 

General Secretary Xi Jinping 
published an important article 
"Solidly Promote Common 
Prosperity" in "Seeking Truth" 

It is mentioned again that "we must actively and steadily 
promote real estate tax legislation and reform, and do a 
good job of pilot work", emphasizing the need to 
promote real estate tax pilot work. 

2021-10-
23 

  The Standing Committee of the Thirteenth National 
People's Congress has decided to authorize the State 
Council to carry out pilot work on real estate tax reform 
in some regions. 

 

On 15th Sept 1986, the State Council issued the "Interim Regulations of the People's Republic 
of China on Real estate tax". The real estate tax is mainly aimed at the commercial housing in 
urban areas and is exempted from taxation on the non-business real estate owned by 
individuals; the taxation method is stipulated according to the operation and use method of the 
house. Income is taxed. It will be implemented from October 1st. 
On 27th Jan 2011, Shanghai and Chongqing issued the "Interim Measures on Carrying out the 
Pilot Program of Collecting Real estate tax on Some Individual Housing". Since January 28, 2011, 
real estate tax will be levied on some individual houses. 

2.4. The Reason for the Chinese Government to Launch a Real Estate Tax Pilot 
Firstly, for common prosperity. Real estate is the main wealth asset of Chinese residents. The 
introduction of real estate tax is conducive to adjusting personal income distribution, 
narrowing the gap between the rich and the poor, and achieving "common prosperity". In 2019, 
China's Nikki coefficient was 0.465, which was higher than the warning line of 0.4. The gap 
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between the rich and the poor is moderately low in the world. In 2021, the top 1% of China's 
wealth will account for 30.6% of China's total wealth. Chinese society has accumulated a large 
amount of private wealth, and the adjustment of salary taxation alone is limited. 
Secondly, do not speculate on housing, increase the cost of ownership. The past 20 years have 
been the golden years for real estate development. There are many people who got rich by 
buying houses. Those who catch up with this wave of dividends enjoy the dividends. In the 
impression of most Chinese people, real estate is still the best investment method. Everyone 
speculates real estate as opportunity of getting rich suddenly, if every buy houses and do not 
go to work, it does not create social value, which is not beneficial to society. If housing prices 
continue to soar, it will inevitably bring hidden dangers and affect economic and social stability. 
Thirdly, achieve long-term stability of the property market. The levy of real estate tax has an 
obvious "inhibitory effect" on housing prices and has a significant "redistribution effect" on the 
housing market, which is conducive to promoting economic growth and boosting household 
consumption. At the same time, the collection of real estate tax can effectively reduce the 
household price-to-income ratio and have a positive effect on restraining the excessive rise of 
household leverage and the risk of asset bubbles. 
Fourthly, make up for local governments’ fiscal revenue. The process of fast-growing real estate 
development is nearing the end, and the government can sell less and less land. China's 
urbanization rate has reached 75%, and the urbanization rate of most developed countries is 
between 80% and 90%. China's urbanization process is also nearing completion. Since May 
2021, real estate has cooled rapidly, and land auctions have been largely unsold. Since May 
2021, as of October 17, there have been 822 listed plots that have implemented centralized land 
supply, and 266 unsold plots, with an unsold rate of 32.4%, of which Beijing, Guangzhou, 
Hangzhou, and Shenyang have over 50% unsold. The land finance that the local government 
has relied on for a long time is difficult to sustain, and the local government needs to develop 
new means of fiscal revenue. 

2.5. How to Carry Out China’s Pilot Real Estate Tax? 
On October 23, the decision of the Standing Committee of the National People's Congress on 
authorizing the State Council to carry out the pilot work of real estate tax reform in some 
regions was passed. 
Underline the key content of this authorization notice, Rural homesteads and rural houses are 
not expropriated. Other types of real estate are the pilot objects. The State Council shall 
formulate specific measures for the real estate tax pilot program, and the governments of the 
pilot regions shall formulate specific implementation rules. The pilot period is five years, 
counting from the date of issuance of the State Council's pilot measures. 

3. The International Comparison of Real Estate Tax 

3.1. The Overview of Real Estate Tax in the World 
There are more than 33 countries out of 38 OECD (Organization for Economic Co-operation and 
Development) members collect real estate tax, which include America, England, France, 
Germany and Japan. And 90% of the countries are developed countries. The real estate tax 
accounts for 10% of the government revenue. 
*OECD: Organization for Economic Co-operation and Development. It is an organization of 
industrial countries that encourages trade and economic growth to jointly meet the challenges 
and opportunities of the development in social, economic and government management. OECD 
was set up in 1961 and based in Paris, and it has thirty-eight member states in the preset. 
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3.2. The Real Estate Tax in Different Countries 
The real estate tax in foreign countries can be traced back to 11th century in England. The 
purpose of real estate tax collection in England relied on the situation that the  government’s 
revenue would increase, therefore the financial pressure of the government could be relieved.  
According to the survey of mainstream developed countries, now the real estate tax rate of most 
western countries is about 1%. The collection scale of the real estate tax is covering all the 
houses of the citizens without difference between the first residence or the second one.  
According to the information collected by Chinese Index Research Institution, four observations 
are acquired as below: 
Firstly, the names of the real estate tax vary from one country to another. The real estate tax is 
called as real estate tax, real estate possession tax, fixed assets tax, or municipal tax.  
Secondly, the tax rate varies within the limits of 0.5%-10%. 
Thirdly, the tax bases are different, and most countries take the tax according to the real estate 
appraisal value. 
Last but not the least, the tax is regarded as the main tax category of the local tax revenue in 
almost all countries except Korea. 
 

Table 3. Real Estate Tax of Different Countries 
Country Tax  Tax rate Tax base note 

Singapore Property tax 4% or 10% Annual rent evaluation Local tax 

Korea Holding tax 0.6%-4% Real estate evaluation National tax 

Japan Fixed assets tax 1.4% Estimated value Local tax 

Canada Real estate tax 1%-2.3% Real estate evaluation Local tax 

Germany Real estate tax 1%-1.5% Real estate evaluation Local tax 

France Real estate tax 3% Fair market value  

USA Municipal tax 0.67%-2% Real estate evaluation Local tax 

Chile Real estate tax 2% Registered value National tax 

Source: Chinese Index Research Institution. 

3.3. American Real Estate Tax 
We can see from the map below that all the 50 states of America collect the real estate tax, and 
the tax rate vary from 1% to3% in average. New Jersey is in the highest rank of tax rate of 2.4%, 
and state like Hawaii has lowest real estate tax rate of 0.27%. Local government cut some taxes 
such as real estate tax reduction of self-occupation. And the real estate tax is applied as the real 
estate tax in America for the subject of citizen’s living house according to the real estate 
appraisal value.  
In America the land and the house are combined to be taxed, which means if there is no building 
on the land the tax was only be collected according to the land. And the taxpayer represents for 
the natural person and the legal person, who have the property right of the house or rent out 
the house to others. People who rent the house are not be recognized as the real estate taxpayer. 
There are several steps for the confirmation of the real estate tax, which include city 
committee’s budget passing, the amount of tax confirmed according to the budget, and the 
determination of tax rate. 
Because of the real estate tax rate should be confirmed on the basis of the taxable value of the 
house, the real estate tax rate is not fixed in different states because different states would give 
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various proportion of discount. In terms of contribution to the local tax, the real estate tax of 
most states in America takes more than 30% as the main categories of taxes which provide 
important support for the local government revenue. 
 

 
Figure 3. The real estate tax rate of America 

Source: Wallethub, the Security Development and Research Center of Guangdong Province. 
 
The real estate tax of America has experienced 5 times of reforms from 1670s to the present, 
and the real estate tax gradually developed into the tax of today. In the 1670s, only 14 states in 
America levied the tax, but the present situation is that the real estate tax is collected in 50 
states all over the America. The purposes of real estate tax reforms in history reflected the social 
background of America as the economy developed and other situation such as war or political 
reason, for example the reflection of the concept of equality of the declaration of independence. 
In 1970s, as the economy developed rapidly in America, the property calculation of American 
people became more and more complex, therefore the national tax committee was set up and 
the unified tax was replaced by local real estate tax. And in the 1970s, the real estate tax rate 
and tax revenue increased a lot because of the increase of the labor service fee and housing 
price after the Second World War, then local state government started to reduce the real estate 
tax to relieve people’s living pressure. 
 

 
Figure 4. The history of American real estate reform 
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Form above all, we can get the conclusion that the real estate tax in the international scope is 
that every state of America varies from each other in the aspect of object and the real estate tax 
rate. The object of real estate tax includes and some other, they all experienced a progress of 
development in adjusting to the social and economic situation of each time. 

4. The Pilot Operation Status of China’s Real Estate Tax 

4.1. Ten Years of Relevant Policies in Pilot Cities 
After knowing the current situation of foreign real estate tax, let's look at the past practice 
experience of domestic real estate tax. A lot of people have only recently started to hear about 
real estate tax; however, it has existed in our country for 30 years in fact. In 1986, China 
introduced policies of the "Provisional Regulations on Real estate tax", and it has been 32 years 
since that time. 
 

 
Figure 5. Interim Regulations of the People's Republic of China on Property Tax 

 
At that time, the regulations could only be applied to commercial real estate in the result of that 
ordinary houses of public concern were exempted. Commercial real estate refers to office 
buildings, hotels, shopping malls and other business property. Therefore, it has not been 
discussed by the public. 
The official start of the pilot real estate tax began in 2011. It's been exactly 10 years now. 
Shanghai and Chongqing are the first two cities in China to carry out pilot projects of real estate 
tax reform. In 2011, Shanghai promulgated the "Interim Measures of Shanghai Municipality for 
the Pilot Program of Collecting Real estate tax on Some Individual Housing", which opened the 
first shot of domestic real estate tax collection for ordinary residences. 
 

 
Figure 6. "Interim Measures for the Pilot Program of Real Estate Tax Collection on Some 

Individual Housing in Shanghai" 
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In January of the same year, Chongqing launched 2 "Interim Measures of Chongqing 
Municipality on Carrying out the Pilot Reform of Real Estate Tax Collection on Some Individual 
Housing" 
So, what are the characteristics of the two cities, and what are the differences between them? 
Let’s first look at the common points:  
(1) The focus of taxation is mainly on newly purchased houses, and at the same time, more taxes 
will be paid for buying high-priced houses.  
(2) Shanghai has two levels of different tax rates which Chongqing has three levels of. It can 
control the proportion of high-end housing.  
(3) a relatively loose tax-free policy, which can reduce the damage to the basic housing needs 
of residents. 
(4) The limitation of the foreign investment demand, which will be decided by whether the 
residents are subject to different tax conditions. The original intention of the two cities is to 
curb the rapid rise in housing prices and prevent the house from being used by commercial 
needs. 
So, the differences are analyzed below: 
(1) The taxation objectives are different. Shanghai restrains investment and pays more 
attention on the number of sets. Chongqing mainly suppresses the consumption of high-end 
housing and gives priority to the area of each house. (2) The scope of implementation is 
different. Shanghai is implemented in the whole city. Chongqing only covers the nine districts 
of the main city. (3) The taxation targets are different. Shanghai levies a tax on new house 
purchases, while Chongqing levies a tax on high-end houses. 
Let's take a look at the expropriation policies of these two cities in detail. Shanghai focus on the 
second house purchase trend is obvious. The specific expropriation methods can be used as 
follows: 
 

 
Figure 7. The specific collection method 

 
Then the specific tax rate will be divided into two tax rates: 0.4% and 0.6%. The house with a 
house price lower than the market price will be charged 0.4%, and the house with a house price 
higher than the market price will be charged 0.6%. The specific annual market price will be 
increased as the market development. and the details are as follows: 
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Table 4. The annual market price will increase as the market develops 
Applicable year (the year 
of purchase of the new 
home)/year 

Conditions for the temporary 
reduction of the tax rate to 0.4% 
(Market price per square meter) 

The average sales price of new commercial 
housing in the previous year announced by 
the Municipal Bureau of Statistics(m2) 

2021 ≤73482 36741 
2020 ≤65852 32926 
2019 ≤57962 28981 
2018 ≤49732 24866 
2017 ≤51820 25910 
2016 ≤43002 21501 
2015 ≤32830 16415 
2014 ≤32384 16192 
2013 ≤27740 13870 
2012 ≤26896 13448 
2011 ≤28426 14213 

4.2. The Actual Impact of the Two Policies on House Buyers 
Table 5. Chongqing real estate tax collection standard 

Pilot area District：Yuzhong, Jiangbei, Shapingba, Jiulongpo, Dadukou, Nan'an, Beibei, 
Yubei, Banan  

Taxation Object Tax Payment 
Conditions 

Taxation 
Tax Rate 

Tax Exemption Policy  Subsequent 
Change 
Policy 

Individually owned single-
family commercial housing 
High-end housing newly 
purchased by individuals 
(that is, housing with an 
average floor area price 
exceeding 2 times or more) 

Below 3 times 
the 
transaction 
price 

0.5% 1. The previously owned 
single-family commercial 
residence has a tax-free area 
of 180 square meters. 
2. Newly purchased (after 
January 13, 2017) single-
family commercial housing 
and high-end housing, the 
tax-free area is 100 square 
meters. 
3. After deducting 20% of the 
decoration cost from the 
transaction price of the 
finished residence, confirm 
whether it is a taxable 
residence 

Tax depends 
on the person 

3-4 times the 
transaction 
price 

1% 

Below 4 times 
the 
transaction 
price 

1.2% 

Three no personnel (no 
household registration, no 
enterprise, no job at the 
same time) 

The first or 
above 
ordinary 
housing 

0.5% - Tax depends 
on the person 

 
According to the above pilot rules, in the ten years of Shanghai’s real estate tax operation, the 
housing real estate tax has rarely reached the level of just need, which is what everyone calls 
“just need without feeling”. As the old shanghai saying goes, you do not need to pay tax, and you 
don't care if you can afford it. 
Shanghai's real estate tax has been pegged to the people who is able to afford second homes 
from the very beginning. Just imagine that an ordinary family of three has a 90-square-meter 
self-contained house without paying taxes. Assuming that a second house which is 120 square 
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meters, was purchased with a loan in 2016, 40,000 per square meter, how to calculate the 
annual real estate tax of this improved house? According to the above mentioned, the amount 
of real estate tax payable = the taxable area (building area) of the newly purchased house * the 
unit price of the newly purchased house * 70% * tax rate. In 2016, the tax rate corresponding 
to a house price of 40,000 yuan was 0.4%, so the example in this article should finally pay tax 
(120+90-60*3) *40,000 yuan/square meter*70%*0.4%=3360 yuan. 
Ordinary two sets of improved housing are mostly three or four thousand yuan a year for the 
three people in Shanghai. The second set of houses is used for their own living, the first set of 
small houses is rented out. The rent and the annual appreciation of the house can fully cover 
this part of the tax. Buyers of second homes have not felt the pressure of real estate taxes. 
Let's look at what differences are in the so-called "luxury house tax" in Chongqing. The specific 
implementation method in Chongqing is as follows: 

 

 
Figure 8. Chongqing's threshold for levy has also increased year by year 

 
According to the above standards, it is not difficult to see that ordinary residences in Chongqing 
are not within the scope of collection. In 2022, the threshold of Chongqing has been raised to 
25,820 yuan. Including the value-added tax, the tax threshold will be further increased. It is not 
difficult to see that in Chongqing, it is a veritable "luxury house tax". It has nothing to do with 
the main body of the demand for the public to buy houses. 

4.3. Changes in Housing Prices in the Two Pilot Cities Over the Past Decade 
After understanding the details of the 10-year pilot program in the two cities, it is not difficult 
to see that the real estate tax policies in the two cities are very moderate. Under such a moderate 
tax policy, the effect of the real estate tax on housing prices in the two cities has not changed 
significantly in the past 10 years. The changes in housing prices in Chongqing and Shanghai in 
the past 10 years are as follows: 
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Figure 9. Ten-year housing prices in Chongqing 

 

 
Figure 10. Ten-year housing prices in Shanghai 

 
In the year when the real estate tax was implemented in Shanghai and Chongqing, housing 
prices did not rise significantly. Therefore, in the short term, the market is affected by the policy, 
and short-term bad news can have a certain selling effect on speculators, which has a certain 
inhibitory effect on housing prices. Thus, at the moment when the policy news appears, it can 
play a certain inhibitory effect on housing prices. In the later 10 years, the impact of real estate 
tax on housing prices will be very limited. Housing prices are affected by a combination of 
factors, and real estate tax is just one of them. 

4.4. Real Estate Tax Changes in Two Pilot Cities Over the Past Decade 
In addition to restraining housing prices, the introduction of real estate tax also bears the 
responsibility of supplementing local finance. Under the trend of land transfer fees declining 
year by year, can the real estate tax effectively supplement local finance? According to statistics, 
over the past 10 years since the pilot project, the real estate tax in Shanghai has maintained a 
steady upward trend, making a certain contribution to the city's tax revenue. According to the 
Shanghai Finance Bureau, the city's real estate tax revenue was 7.37 billion yuan in 2011, 
accounting for 2.32 percent of the overall tax revenue and 2.15 percent of the city's fiscal 
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revenue that year.  After the gradual implementation of the real estate tax, the real estate tax 
revenue has increased to a certain extent. From 2017 to 2020, the real estate tax revenue of 
Shanghai will reach about 20-billion-yuan, accounting for 3.4% of the overall tax revenue and 
about 3% of the fiscal revenue of the year. Shanghai’s real estate tax is still a limited supplement 
to fiscal revenue. Chongqing is in analogous situation, with a steady rise in the decade to reach 
7.17 billion yuan in 2020. The specific situation of real estate tax and fiscal revenue of the two 
places is shown as follows: 
 

 
Figure 11. The specific situation of real estate tax and fiscal revenue in the two places 

 
The proportion of real estate tax in local finance increased slightly, from 1.4% to 3% in 
Chongqing and from 2.2% to 3.4% in Shanghai. The income brought by the real estate tax still 
accounts for less than 5% of the local fiscal revenue, which has not brought considerable 
taxation to the finance. 

4.5. Analysis of Operation of Two Pilot Cities 
There are four main reasons why the Shanghai-Chongqing pilot project did not play its due role 
in the real estate tax. The first point is that the taxation target is very narrow, and Shanghai's 
real estate tax is aiming at incremental, not stock. Chongqing is only levied on high-end housing 
and will only be taxed on buyers of luxury homes. The second point is that the tax rate is low. 
The two tax rates in Shanghai and the three tax rates in Chongqing that change every year are 
exceptionally low. The real estate tax of 3,000 or 4,000 yuan will not have a substantial impact 
on home buyers. The third point is that the credit area is broad. This refers to Shanghai alone. 
The credit area per capita is 60 square meters, which can basically cover the housing needs of 
most families of three in Shanghai. Therefore, the levy target for the second home and beyond 
the credit area is indeed too small. Finally, real estate taxes are charged at transaction prices, 
not market prices. It can be clearly seen from the previous article that different unit prices per 
square meter have different tax rates. The similarity between Chongqing and Shanghai is that 
lower tax rates can be applied when housing prices are low. Therefore, in practical terms, the 
transaction price gives a lot of places for the buyers and sellers to negotiate and communicate. 
If the real estate tax is levied according to the standard market fair price of the third party, it is 
likely to expand part of the target of real estate tax collection in practice. So all four of these 
factors contribute to a real estate tax that is too soft for home buyers to feel during the ten-year 
pilot period. 
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Overall, the real estate tax over the past 10 years has brought experience and reflection to the 
new real estate tax policy. The new real estate tax, combined with experience and lessons, will 
be reformed, and changed as a long-term mechanism for real estate regulation. 

5. The Influence of Real Estate Tax and the Prospect of the Taxation Policy 

5.1. The Role of Real Estate Tax as a Fiscal Policy Tool 
(1) Regulating the housing price 
From the demand side, the taxation of real estate will raise the holding cost of house property, 
along with less return for the investors. As a result, the real estate investors will lower their 
expectation for the increasing housing price. Suppose the supply remains unchanged, the 
demand curve will shift to the left (D1 to D2), causing the price to fall (P1 to P2). 
 

 
Figure 12. The effect of real estate tax on the demand side 

 
From the supply side, the owners of the empty houses are willing to sell or rent their properties 
when stocking house become the object of taxation, which will increase the supply for the 
resold house and rental house. Suppose the demand stays the same, the supply curve will shift 
to the right (S1 to S2), making the price to decrease (P3 to P4).  
 

 
Figure 13. The effect of real estate tax on the supply side 

 
Consequently, the market would finally come to an equilibrium price which will balance both 
the demand and supply.  
According to interviews we made to the rigid demanders and investors of housing, the 
interviewees take a wait-and-see attitude since their sensitivity of tax rate and taxation scale. 
(2)Expanding a new taxation source 
Currently, the Chinese land market is going through a depression compared with itself. It’s 
tough for the local government, especially for those governments which are highly rely on land 
transactions. The present situation means less fiscal revenue from land leasing, as this mode is 
unsustainable in the following years.  
As a new type of tax, the real estate tax would become an alternative source of the fiscal revenue. 
It is a remedy to the decrease in current fiscal revenue. 
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We collected statistics of real estate tax revenue in Shanghai and Chongqing, which are pilot 
cities of real estate taxation. As it shows in table 6, from 2011 to 2019, Shanghai made a steady 
increase in the real estate tax revenue, Chongqing had a similar trend in real estate tax revenue 
from 2016 to 2019. However, the increase in tax revenue seems to have a weak correlation to 
the fiscal revenue, since the proportion of real estate tax revenue in fiscal revenue had an 
inconspicuous increase throughout the last decade. 
 

Table 6. Proportion of real estate tax revenue in fiscal revenue of Shanghai and Chongqing 

City Shanghai Chongqing 

Year 
Real estate 
tax revenue 
(billion CNY) 

Fiscal 
Revenue 
(billion CNY) 

Proportion of 
real estate 
tax in fiscal 
revenue(%) 

Real estate 
tax revenue 
(billion CNY) 

Fiscal 
Revenue 
(billion CNY) 

Proportion of 
real estate 
tax in fiscal 
revenue(%) 

2011  7.37 342.98 2.15 - - - 
2012 9.26 374.37 2.47 - - - 
2013 9.31 410.95 2.27 - - - 
2014 10.0 487.18 2.05 - - - 
2015 12.38 551.95 2.24 - - - 
2016 17.1 608.18 2.81 5.68 222.79 2.55  
2017 20.37 664.23 3.07 6.49 225.2 2.88  
2018 21.38 710.81 3.01 6.73 226.6 2.97  
2019 21.68 716.51 3.03 7.31 213.5 3.43  
2020 19.87 704.63 2.82 7.17 209.5 3.42  

Data source: Shanghai bureau of finance, Chongqing bureau of finance. 

5.2. Key Factors of Real Estate Tax 
The introduction of real estate tax can increase tax revenue, but it will also suppress land prices 
to a certain extent. The pilot cities that include real estate tax will therefore fall into a 
contradictory situation. A statistical analysis of the national land transfer revenue and fiscal 
revenue from 2012 to 2020 shows that the highest proportion of land transfer revenue in fiscal 
revenue is 46% in 2020, and the lowest is 21% in 2015. The government is highly dependent 
on land finance. If the real estate tax collection power is too large, it is likely to cause a 
substantial reduction in land transfer fees, thereby affecting fiscal revenue. 
 

 
Figure 14. The proportion of land leasing in fiscal revenue 

Data source: Ministry of Finance. 
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On the eve of the introduction of the real estate tax pilot policy, the overall housing market 
showed the following trends: the land market was cold, and the phenomenon of unsold auctions 
increased significantly; the number of new homes on the market decreased and second-hand 
transactions were inactive; prices were operating at high levels in first- and second-tier cities, 
and there was a downward trend in third- and fourth-tier cities. See Figure 15 for the trend of 
the failed auction rate of key monitoring urban land since 2020. From March to September 2021, 
the failed auction rate of land was higher than the same period last year. Especially in the third 
quarter, the rate of failed auctions increased year-on-year significantly. It is expected that under 
the influence of market regulation in hotspot cities which is easy to tighten and difficult to 
loosen, as well as the tight capital chain of real estate companies, the rate of unsold auctions in 
key cities will continue to run at a high level.  
 

 
Figure 15. Rate of unsold auctions in highlight cities since 2020 

Data source: CRIC. 
 

A comparative analysis of the land transaction data in the past two years shows that the 
transaction area and transaction value in 2021 are lower than the same period last year, 
decreasing by 25% and 8% respectively. The cumulative volume of transactions in first-tier 
cities fell by 14% year-on-year, and the cumulative volume of transactions in third- and fourth-
tier cities fell by 25% year-on-year. The transaction enthusiasm in first- and second-tier cities 
also decreased year-on-year. 
 

Table 7. Land transaction data sheet 

City class 

Avg. Strike area 
(Thousand square 
meters) 

Turnover 
(billion CNY) 

Avg. Strike price 
(CNY/Square meter) 

Popularity 

Area 
Cumulative 
rate year-on-
year 

Amount 
Cumulative 
rate year-
on-year 

Avg. 
Price 
(CNY) 

Cumulative 
rate year-on-
year 

Premium 
Rate 

Year-
in-year 
growth 

1st-tier cities 32160 -12% 486.4 -14% 15122 -3% 7.34% -3.4pts 

2nd-tier cities 313240 -23% 1690.9 -7% 5398 21% 13.93% -0.4pts 

3rd&4th-tier cities 1000570 -25% 2228.7 -8% 2227 23% 16.71% 0.0pts 

Total 1345970 -25% 4406 -8% 3273 22% 14.53% -0.5pts 

Note: The statistical period is up to September 23, 2021, and the cumulative year-on-year 
period is from January 1, 2020 to September 23, 2020. 
Data source: CRIC. 
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In the face of the current deserted property market, many cities have adopted control policies, 
and the official media has also released a signal to stabilize housing prices and "rescue the 
market." Mainly manifested in the following three aspects: 
(1) Many cities have issued "restriction orders" for house prices 
The "decline limit order" for house prices refers to an administrative order to limit the decline 
in house prices. It is an intervention measure issued by local governments to prevent house 
prices from falling too fast. If housing prices fall too much, it will not only be difficult to maintain 
the normal order of the property market, but it will also affect the local economy and fiscal 
revenue. 
In August 2021, Yueyang, Hunan, issued the country's first drop limit order this year, clearly 
stipulating that the price reduction should not exceed 15%. As of mid-November, 21 cities have 
issued “drop limit orders”: Shenyang, Kunming, Tangshan, Jiangyin, Ezhou, Zhangjiakou, 
Nantong, Zhuzhou, Harbin, Guilin, Huizhou, Huzhou, Xuzhou, Anqing, Yangzhou, Xiangyang, etc. 
Except for cities such as Shenyang and Kunming, most of them are third-, fourth- and fifth-tier 
cities. 
(2) The Northeast has begun to issue relaxing real estate policies 
On December 31, 2020, Harbin issued the "Notice on Policies to Promote the Stable and Healthy 
Development of the City's Real Estate Market during the Epidemic Period" to relax the 
provident fund policy, increase housing qualifications, and expand the housing group. The loan 
policy is also strong. On October 10, 2021, Harbin issued the "Implementation Opinions on 
Promoting the Stable and Healthy Development of Our City's Real Estate Market", which has 
relaxed regulations on housing subsidies and provident fund loan policies. On September 13 of 
the same year, Changchun City issued the "Procedures for Retaining (coming) Talents, Farmers' 
Housing Subsidies and Housing Purchase Vouchers". Eligible people can receive housing 
subsidies and purchase coupons. These relaxing real estate policies are all considered to 
stimulate the property market.  
(3) Articles published in official media guide the stability of the housing market 
Since the beginning of this year, the People's Daily and other official media have successively 
published many articles. On May 11, the publication of "Insist on the Positioning of Houses for 
Living, Not for Speculation" shows that we will adhere to the real estate market's regulatory 
goals and strengths, and resolutely prevent and resolve risks in the real estate market. On July 
23, the publication of "Promoting the Stable and Healthy Development of the Real Estate Market 
(Policy Interpretation)" indicated that it is necessary to firmly grasp the importance of real 
estate finance and promote the balanced development of finance and real estate with the real 
economy. On November 24, the publication "Must Achieve High-quality Development" 
indicated that policies and classified guidance should be implemented according to the city, and 
efforts should be made to stabilize land prices, house prices, and expectations, and implement 
a long-term mechanism for the real estate market. The tone of the official media has shifted 
from resolutely regulating high housing prices to stabilizing housing prices, guiding the stable 
and long-term operation of the property market. 
Through the above analysis, the following conclusions can be drawn. Although the introduction 
of real estate tax can expand the tax source, it will also cause the downward adjustment of 
housing prices, which will lead to the tightening of the land transfer market and affect fiscal 
revenue. Under the balance, stabilizing income from land transfer fees and stabilizing the real 
estate market are even more important under the current situation. 

5.3. Suggestions for Real Estate Investment 
(1)The outlook of real estate market 
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As can be seen from Figures 16 and 17, since the implementation of the housing reform in 1988, 
housing prices in typical cities have been on the rising trend. From 1988 to 2020, the average 
growth rate of the average sales price of newly-built commercial housing nationwide was 
7.52%. From 2012 to 2021, the average growth rate of housing prices in Shenzhen was the 
highest among several cities at 13.72%, followed by Shanghai at 10.80%. See Table 8 and 9 
respectively. 
 

 
Figure 16. The trend chart of average sales price of new-built commercial residential 

buildings in typical cities 
Data source: China Statistical Year Book. 

 

Table 8. The growth rate of sales price for new-built commercial residential buildings in 
typical cities from 1988 to 2020 

City 
The average growth rate of sales price for new-
built commercial residential buildings 

The compound growth rate of sales price for new-
built commercial residential buildings 

Nationwide 7.52% 7.37% 

Beijing 10.11% 9.38% 

Tianjin 9.67% 9.21% 

Shanghai 11.54% 10.87% 

Chongqing 8.99% 8.65% 

Data Source: China Statistical Year Book. 
 

 
Figure 17. The trend chart of housing price in typical cities 

Data source: Anjuke, Huimaifang. 
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Table 9. The growth rate of housing price in typical cities from 2012 to 2021 

City Avg. growth rate of housing price Compound growth rate of housing price 

Beijing 8.93% 7.72% 

Shenzhen 13.72% 12.83% 

Guangzhou 8.81% 8.49% 

Chongqing 8.26% 7.49% 

Hangzhou 7.01% 5.96% 

Shanghai 10.80% 9.75% 

Data source: Anjuke, Huimaifang. 
 
It is expected that after the introduction of the real estate tax, the trend of house price growth 
in the past two decades will be gone forever. However, in the future, real estate will still be the 
main force of stable products in the residential investment market. 
(2) Suggestions for real estate investment 
Investment suggestions for different types of real estate are as follows: Apartments have always 
been inconsistent with the living habits of the Chinese, and investment returns have been low; 
commercial shops have been hit by e-commerce in recent years, and the situation of high 
investment returns in the past few years has no longer existed; the rental and sales market of 
office buildings is not active, and investment risks are high. Therefore, these three types of real 
estate are not good choices for current real estate investment. In contrast, residential housing 
is still a high-quality investment choice. Residential properties that meet the following 
conditions can be considered more worthy of investment: cities with high net influx of people, 
cities with strict purchase restrictions, areas with mature locations or clear development 
prospects, and lower total prices (Beijing, Shanghai, Guangzhou, and Shenzhen do not exceed 
ten million, second and third tier cities The city does not exceed 5 million).  

6. Conclusion 

From the analysis above, we can draw a conclusion: the real estate tax is effective in regulating 
the housing price and expanding the source of tax. However, the Chinese government currently 
prefer to stabilize the urban land price and housing price, rather than imposing a new type of 
tax. On the other side, according to the experience, it is not wise to suppress the real estate by 
taxations. Hence, it is predictable that the real estate tax rate may not be high while the scale of 
taxation could be wider, considering the stabilization of housing price. The taxation of real 
estate will have a negative effect on housing price, but the range and time span of this effect 
should be limited. 
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