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{ Abstract)

Reform Proposal on Korean Property
Tax System Based on its functions

Myung-Ho Park

This study investigates reform proposals on Korean property tax
system which are designed based on the main functions of property
taxation. The main functions of property taxation are specified as
follows: one is to finance public services by the benefit principle of
taxation and the other is to improve the income redistribution.
According to the analysis, the current property tax system is not
aligned with these two functions. When we reconstruct the property
tax system as a local tax under the benefit principle of taxation, tax
rates may vary a lot among local governments because of differences
in tax bases across local governments. In order to reduce local
variations in the property tax rates, this study suggests the necessity
of sharing tax bases among local governments at the provincial or
national levels. When we reconstruct the property tax system toward
improving the income redistribution function, property tax relief
programs such as the ‘circuit breaker’ are necessary because of the
regressivity of the property tax. This study shows, however, that the
property tax system with progressive tax rates as well as the ‘circuit
breaker’ program may improve the Gini index of income inequality a

little, but much less than income tax does.
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