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Land Taxesin Taiwan: Problems, Impact and
Reforms

Tsai, Chi-yuan

Abstract

The tax base for land transaction tax is determined by the official present value (OPV)
before and after the transaction. The official present value may be either larger or smaller
than the transaction price; furthermore, it does not fully take into consideration the seller's
improvement costs and management expenses during the period in which they held the
land. There isthus a considerable gap between this system and fair, equitable taxation. This
is particularly true because no tax need be paid on transactions (and transfers of title) during
tax holidays (i.e. the period between consecutive annual adjustments of the official present
value), creating a serious flaw in the taxation system. The reason why such a serious failing
has developed is because of the confusion in the land valuation system under Taiwan's land
rights equalization tax system. For example, when land value tax is levied on the ownership
of land, the tax base, official land value, is derived mainly from the official present value.
On average, official land value (OLV) in Taiwan is only one quarter of official present
value. On urban land subject to land value tax, the official land value varies between 8.9%
and 37.6% of the price that the land would reach if sold by court auction or by the
government; official present value varies between 22.71% and 76.63% of the price at which
land is sold by the National Property Bureau. In other words, there is neither an open land
market price nor areasonable appraised market value. Owing to the fact that information is
not made freely available, the prices paid in ordinary market transactions are kept secret. As
one of the most important bases for market value appraisal - the regular market sale price -
isnot available, the official present value and official land value become meaningless, and
the economic and fiscal functions of land value tax (LVT) and land value increment tax
(LVIT) are warped. Even more serious, the effective land value tax rateistoo low, while the
effective land value increment tax rate is too high. If one studies the two in combination,
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one can see that the combination of an excessively low average effective land val ue tax
burden (around 0.1%) and an excessively high effective land value increment tax burden
(around 10%) results in a serious lock-in effect, causing aloss of equilibrium in market
supply and demand. In this article, simple mathematical models are used to show that the
current tax system encourages land speculation and the pushing up of land prices. | believe
that the reform of the land tax system is an urgent task if fairness and justice are to be
achieved. The method of reform adopted should be to reduce the land transaction tax
burden, while raising the tax burden on the ownership of land, in order to eliminate land
speculation, revitalize the real estate market and promote economic devel opment.

Keywords: lock-in effect, site rent tax, land value tax, land value increment tax
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20%
537.44

30%

10% 0%

15% 5%

584.93
1,481.30 1,532.95
10% 10% 5% 0% 1,929.4
1,515.9
(1993 1994a)
25%
20%
) 1997 619,320.1
45% 1,376,266.8
1,129,882.5
594.5 13.42% 10%
386
1 (2 40%
(50%) (4)
( )
(1 (2
(3) (4) ( )
( )
1997

400
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0%

30%

30%

20%
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10%

151,
1,129.88

20% (3)
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()

1982 (Tsai,
1982) ( 1987)
( 1994 1997q)
(
) 1.044%( 422.486 (
) 40,483.93 ) (1)
(2 17.37%
©) ( )
7
24.61%
Arizona ( )
(  (25%) (16%) (10%))
7.
(assessed value)
(monocentric)
D
)
(rent gradient)
©)
(4)
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( 5.5%) 9,910.9320 (2,549 3888 )

8.04% 105.987
451.24 23.49%
(Tsai, 1982)
300 24.815
109.2325 42.5375
17.7225 66.695
71.42%
61.06% 1996 135.6
96.85 1.319
0.805 (impact)
(repercussions) 71.42%
61.06%
1996 542.4 ( 135.6
x 4 ) 387.38
(impact) 929.78 135.6
794.18 (Henry George rule)
2,481.5 (
)
68.3315 100
2,481.5 81.9825 13.651 ( 81.9825
68.3315 ) 90.14 ( 451.23 x 13.651+ 68.3315)
200 300 16.479 (
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1997

2,481.5 100 200 300
(
C ) * C ) c )y C )
351.4 39.1965 81.9825 | 51.8525 |42.5375
101.4 81.2195
179.3 55.4750
110.1 76.4780
75.6 95.2805
128.1 64.4350
102.6 80.5655
100.1 81.9280
102.2 80.7835
63.6 101.8205
86.5 89.3400 26,451
139.0 65.1025
96.1 84.1080
50.0 109.2325
83.1 91.1930
39.9 114.7370
207.0 50.6275
402.3 35.8880
289.0 43.3525
462.9 31.9490
386.7 36.9020
2,481.5 24.8150 14,217
611.1 37.1920 4,455
/ 289.1 68.3315 45,123 81.9825 | 51.8525 |42.5375
* 1997 45,123 1997
26,451
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68.3315 51.8525 ) 25794 ( 68.3315 425375 )
101.99 159.64
100 200 300
2,165.48  ( 451.23x 4x (1 13.651+ 68.335)) 1,369.66
( 451.23x 4x (1 16.479+ 68.335)) 1,123.63  ( 451.23x 4x (1 25.794

+ 68.335)) 451.23 1,714.25 018.43
672.4
( 100 ) (90.14 )
( 300 )
(6724 ) (400 600
)
( ) (
)
( )
1997 838.85 GNP
1.18% 4.08% 3.5% 3.48% 2.42%
1998
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IMD 46 45

1. Muth ( 14.0
0.2 1.0 ) ( 1.3 0.75)
(Muth 1968) Mieszkowski(1972)
( 2% ) 25%
75%
70% 0.75
25%( 1994)
2. ( 1.0% 0.2%) (
3% 5% 1.38% 2% 3% 1.38%)

0.7x 0.010 0.3x 0.03 0.016 1.6%
0.7x 0.002 0.3x 0.0138 0.00554 0.554%
( 3%
+ 1%) ( 1.38%+ 0.2%) ( )
(urban renewal)
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()

( )
17.37%
(lock-in effect) (1883)
1977
(real price)
(c 0 a 1 (c
0 a 1) c 0 o 1
(PO) c 0 «
I ) (Py)
19 20 )
(Py)
40% 30% 20%
10% 40%
30% 20% 584.43 ( 15% 5% 0%)
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537.44 ( 30% 10%

0% 413.5
10%

()

50 10

600

( 1,929.4

0%)
20% 10% 10% 5%
15159 )
386
300 6724 )
100 90.14
(
GIS
25
20
( )
( )
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( ) (
)
(
)
2. ( 10% 20%)
10% 386
3.
8.04% ( 5.5%)
23.49%
300 672.4
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(adverse effect)

Yen 1994

(1993)
25 4
(1993)
(1991)
(1993)
139-141
(1994a)

135-165
(1994b)
76
(1993)
1-5
(1994)

(1995)
(1987)

(

) (1949-1950)

(Case 1994 Lin 1994
1995 Pugh 1997)

(Public Finance Review )
121-126
25 4 7-12

(Journal of Social Sciences and Philosophy) 6 2

26 3 64-

25 1

6 2 63-77

10 25
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(1994)

6 2 1-20
(1997a) 7 77-
87
(1997b) — 9

125-136
(1994) —
6 2

99-133
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1992 2 50
48,000 700
500,000
(1) 20% 80%
) 40% 60% (3) 6%

40% (4) 25%
25,000 35,000

79



25,000

48,000 700
47,300
40% 50% 60% 50
1,408,500 25,000 718,
500 690,000 ( 1,408,500 718,500 )
25,000 48,000 23,000
25,000 23,000
40% 460,000 (23,000 x 50 x 40% 0)
( )
25%
35,000 130,000 25,000
230,000
80% 20%
60% 40% 25,000
690,000 ( 920,000 230,000 ) 230,000 ( 690,000
460,000 )
(20,40,60,80%) (40,50,60%) (6,13,21,30,40%) (25%)
25,000 -920,000 +230,000 |-690,000 +460,000 |-345,000 +222,000 |-287,500 +287,500
35,000 520,000 +130,000 |-390,000 +260,000 |-195,000 +112,500 |-162,500 +162,500
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25,000

25,000 25,000
48,000 1,150,000 (23,000% 50)
700
25,000 1,150,000
80% 20%
60% 40% 30% 1,150,000
300,000 13% 800,000 21% 50,000 30%
25% 25%
25,000
690,000 460,000
460,000
575,000
1976
20% 80%
25,000 287,500

287,500
287,500 287,500
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