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The Effect of Property Tax on Wealth Distribution: A Simulation Analysis
Based on Wealth Structure Stratification and Taxation Elements
Zhang Ping' Yan Hong' and Feng Yinan’
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2: School of Economics and Management University of Chinese Academy of Sciences)
Abstract: Although the tax base of property tax is housing asset the quantitative research about
the impact and the internal mechanism of property tax on wealth distribution is rare in the context
of China. Based on the wealth stratification and different taxation elements this paper analyzes the
wealth redistribution effect of property tax. The study finds that: since the proportion of housing
asset in families with low wealth levels is relatively higher if the government imposes property tax
and the property tax is not used for public services it will have a negative moderation effect on the
wealth redistribution increasing the wealth inequality. If the property tax is used for public
services under the tax design without relief the household wealth inequality will be reduced by
5%—10%.The wealth redistribution effect of property tax does not come from tax collection but
mainly from the capitalization of public services; thus the more generous the exemption the
weaker redistributive effect the property tax. The conclusion of this paper supports the importance
of property tax in realizing value capture; while emphasizing the wealth redistribution effect of
property tax we also need to fully consider the potential cost of eroding the attribute of benefit tax.
Keywords: Property Tax Wealth Redistribution Wealth Stratification Tax Design
JEL Classification: H31 H22 H41 D31
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