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Negative Effect of Property Tax on
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This study analyzes property tax effects on economic growth in 20 OECD countries. Using
panel data regression technique I examined both direct and indirect tax effects from the
property tax to GDP ratio onto economic growth rates in these 20 OECD countries for the
recent 29 sample years. The direct effect is shown to be significantly negative, —0.20 with the
additional three control variables composed of annual consumer price index based inflation, CPI
unincluded annual housing price return, and annual tax burden ratio. The indirect effect was
estimated from the reduced—form equation, the 2 stage panel data regression after substituting
fitted values of property taxes from the primary estimation results of panel data regression by
those above three control variables and this is shown to be significant - 2.60 far greater in negative
values than the direct effect. Meanwhile, in the primary first stage panel data regression results,
impacts of both tax burden ratio and housing price return onto property taxes are significantly
positive, respectively whereas that of inflation from the previous year onto property taxes turns
out to be significantly negative.

These results are confrontational with the previous studies arguing that negative effect from
property tax to economic growth is quite slightly small or even counterfactual compared to that of
income tax The reason can be deduced from the fact that property tax is treated as a policy
variable affected by such market variables as housing price return and inflation and another policy
variable, tax burden ratio in this study. Considering these results, the recent rapid hike of real
estate taxes by Korean government is needed to readjust in line with the economic growth
potential.

Keywords: Property Tax, Panel Data Regression, Economic Growth, Tax Burden Ratio,
Inflation
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2021 5o 3= AR WEA /PAFS0 g AHRNS AT BE sto s
Al Y BeAE AArsHs G oleldt REAIY] whYIEo] B FARIE Rkt W
met obge] b ofEE BeAl @ sRTARIGD REM) thste] BgM2 FEASA
2 348 AYTORM MLAGS FHOR § LEA sHHol FE5L ZANT AW
A UERR she 5 e AZE BAES QUL ook Ref REA sHH0AE 9% B
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2 2ASS HlolEYe JHAASA, HAASA, AR RN, AAMA|, §7H7t
AAL 28N & 67 o= o]fojFal 20199 OECD 357i= B« H|§2 AR tHEY
MI(25.7%), WA 2EAI(23.5%), F7H7HRIA(20.4%), 2B]AN(12.3%), HALSAI(10.0%), AHAT
AI(5.6%)9] =0z tEhtn Qlot. iz otx2 A AA=E 20199 X GDP oy
27.4% 5 B9 3571= & 2995 AA|E A=z oot AJAbM= 2019 GDP thy] 3.1%

S Uehflel 9=, mua, Jjuch $AR23 W, Jga geoz 792 /1St
yrgoz FAAUL HY L AYAALA S| FRLL 2u|AEY SANER wPEol
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Boston Tea Party(Zx AF1)S =Z:=z 17919 A7) ¥, 19789 California ¥Ho]QF 139
St e 2ue AN AAp EARITE oleldt AR YA BN 4L oA 4 9
SV EEE 455 ot B LAAIAE AR rster Aulas WAbsts 4
SAEAIES AFAIACEN dF0 B§AE S+ Zo] A & Ao AAAY Foll=

1) FEAYS S0 BIP5E0 2818 WL FEROIAEC] 51 ooz £719Y Ei TS
H7F Qb WHE= A|dos TEwFgRAgTo] A4,

2) OECD Zt=9] 42 B4t B gAl= AHAIQ ANz DA oY st=2 2005 2E A0 &
YRENNE 278 202198 CHEEEGA 9 RIS o) AR 02 FuAIE.

3) OECD7} *EE}L AMAA Al 4, 505 Z T ALY =5, AR(ER), 7o faE=
BE Ala2 GDPE U Hle= EJEY 20199 =9 RAHA] @Al&2 OECD 791& 71554.

4) OECD Revenue Statistics, 2021 (https://data.oecd.org)
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Grijo1 = a1+ 5\ PT + B P, + B3 1B, + 3,CPL e (1)
(i=1,2,--,20) (t=1991,--,2019) u ~ N(0,0%), ¢, ~ N(0,5%)

i,

PT a2+71HP,t+P)/2TBZT+’YgCP t,1+u +611

PT,,= ay+ 7 HP,, + 3 TB,, +7v,CPL,

Griyp1=a3t6,PT,+ u§+€it (u ~ N(0,0° x) ,_f ~ N(O,aZf‘)) (3)

Gr: AARBARTE, PT: A S A& (ANAA/GDP), HP: 871 A4 55
TB: 5%111‘%%%( ZM/GDP), CPI: 2~V A&7 55
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Grijp1=a+ X, B+u,+e,
AR(1): Uiy = PUiyp 1 T Mg PSAR(1): Uiy = Pillyp—1 T Niy (4)

Covle; s€;,) = 0V i=j(5 8 FTTA), Covle, e, ,) = o} # o (S o] ®AL)

S, WA (1)~(3)9) TEololel FRASN FUW 7ESH oAkt Asziel A7
A A}7|ArH(serial correlation across panel) EE EWWHZIIE oA ApZ|AMT
(autocorrelation within panel)o] EXj F2o= ol WAA (4)oAet 22 PSAR(1)
(1st order panel specific autocorrelation)S AR 4 Q1 FrA o7 FTUHAIITT AF
WA (error  with cross-sectional correlation)tt 2WWHZ7HF  o]BAKerror with
heteroscedasticity)o] &A1& 320 = URIZ7HX] 2 PSAR(1) 23S AFE35HH FGLS(feasible
generalized least square) ®fAlo] o]t x74-S AlA|StC},



M XERASS 7|2 AF T4
<H 1a> XHAE GHEEEGr(T), FSLUEMSEPNL 7|ZSAHT (Tl %)
[A] Gr(1) [#=3] Py EFEA Hax 95 HAAF 9= HE Ljung-Box(2) Jarque-Bera
OECD 580 211 291 2518 221 1084 021 11.93 111.47 (0.000) 1,931.3 (0.000)
o o 29 172 273 498 236 979 297 1261 141(049%) 154.2(0.000)
AN 29 126 224 393 166 811 -275 1200 0.38(0.826) 134.1 (0.000)
Nt 29 282 249 687 309 540 -143 599 1500473  20.8 (0.000)
ul 7] o] 29 153 202 379 171 628 -214 907 0100949 668 (0.000)
3k o 29 461 340 1147 431 513 -044 394 041(0813)  2.0(0.365)
ol = 29 238 186 475 268 349 -163 587 4.09(0.129) 22.82(0.000)
g B 29 068 203 419 099 542 -139 560 515(0.076) 17.54 (0.000)
o] e} g 29 037 251 379 094 -887 -214 804 0.99(0.610) 52.79 (0.000)
Fat: )| 29 160 328 525 273 -1084 -212 826 4.24(0.120) 55.20 (0.000)
29 29 159 167 402 175 287 -079 354 116(0559) 3.38(0.184)
A= 29 297 169 639 321 -112 -036 300 515(0.076) 064 (0.726)
diu}= 29 166 203 533 218 491 -131 551 1.28(0527) 1590 (0.000)
=ZE2u]o}| 29 316 297 69 343 68 -171 654 283(0.243) 29.25(0.000)
ydad=| 29 205 184 503 211 367 -098 470 8380015  7.84(0.020)
IHg= 29 18 313 633 261 -807 -119 471 3240193 10.40 (0.005)
I=%72 29 108 279 481 174 756 -120 452 366(0.161) 976 (0.007)
wZ9o]| 29 217 165 528 207 -173 -005 29 1375(0.001) 0.01 (0.993)
ofgddl=| 29 559 552 2518 557 507 114 69 392(0.141) 25.19(0.000)
= o 29 115 219 418 154 569 -164 613 2820245 24.83(0.000)
L 29 211 246 595 257 434 -092 328 298(0226) 4.18(0.124)
[B] PT |#3X #H E=d0x Hux F995 A XA % A% Ljung-Box(2) Jarque-Bera
OECD | 580 211 093 439 194 027 043 22510448 (0.000) 31.9 (0.000)
oq = 29 361 051 413 378 227 -122 362 3246(0.0000 761 (0.022)
A N 29 347 048 439 336 262 032 211 4389(0.000) 147 (0.479)
7Nt 29 370 017 401 369 330 021 251 1841(0.000) 051 (0.776)
1l 7] o] 29 269 074 354 29 153 -009 132 4818(0.000) 3.45 (0.179)
3k = 29 263 02 312 259 206 017 262 11.76(0.003) 0.32 (0.854)
w = 29 311 026 435 302 292 400 1986 0.44 (0.804) 421.35 (0.000)
g = 29 260 020 314 259 246 096 267 46.72(0.000) 456 (0.102)
ol el g 29 221 047 311 215 091 -043 355 9.85(0.007) 1.27 (0.530)
279l 29 224 043 322 213 157 039 254 34.39(0.000)0 1.00 (0.608)
PPN 29 216 023 266 209 183 077 256 437400000 3.12 (0.210)
FAM=| 29 189 012 220 191 167 015 305 2551(0.000) 0.11 (0.946)
div}= 29 178 010 194 180 156 -066 267 11.94(0.003) 224 (0.327)
EE2H|oF 29 134 066 226 151 027 -041 177 46.03(0.000) 2.64 (0.266)
ydd=| 29 160 022 1% 158 108 -040 254 41.41(0.0000 0.99 (0.610)
Ad= 29 115 016 153 108 096 109 287 36.06(0.000) 5.78 (0.056)
25724 29 108 020 140 111 068 -057 261 34.90(0.0000 1.72 (0.422)
=29l 29 110 008 129 1.09 096 044 296 24.94(0.0000 0.96 (0.620)
oldedl=| 29 168 035 270 152 126 126 399 19.30(0.000) 881 (0.012)
= o 29 092 010 1.09 090 079 027 163 349 (0.0000 261 (0.272)
g 29 130 030 189 135 094 038 179 34.29(0.000) 245 (0.294)
Z Ljung-Box(2): 2AAte] Ap71d2 AP EAY, Jarque-Bera: &2 AFAFAZ ( )U2 p-value.




<E 1b> FYINHYSEHP), ZHREETB)S| 7IZSHY (2 %)
[C] HP |[#&A4 A IR Hax 95 HA-A 9= #HE Ljung-Box(2) Jarque-Bera
OECD 580 417 64 32.63 368 -19.15 0.27 465 41525 (0.000) 73.3 (0.000)
o = 29 504 6.26 16.15 573 -891 -0.13 247 17.17 (0.000) 0.41 (0.815)
ek 29 341 569 15.46 302 -711 0.49 253 25.36 (0.000) 1.44 (0.486)
7 A=t 29 478 416 1211 473 -465 -016 273 757(0.023) 0.21 (0.900)
Wl 7] o 29 467 287 11.68 441 -0.55 0.33 293 22.29 (0.000) 052 (0.772)
St = 29 225 513 16.64 138 -9.21 0.53 421  3.03(0.220) 3.14 (0.208)
Hl = 29 359 439 10.48 493 -815 -1.08 375 26.03(0.000) 6.27 (0.044)
o K 29 -142 3.02 429 -160 -6.19 0.03 1.84 16.88(0.000) 1.63 (0.442)
o] e g] 29 208 525 11.07 0.77 -647 0.23 1.77 2659 (0.000) 2.08 (0.354)
2 H el 29 456 828 19.97 462 -1478 -0.18 2.82  29.94 (0.000) 0.19 (0.911)
29~ 29 1.15 331 6.37 162 -529 -044 2.38 30.24 (0.000) 1.40 (0.497)
TAAE 29 6.30 6.30 1954 6.06 -4.38 0.28 220 12.19(0.002) 1.16 (0.561)
dvl= 29 509 7.06 24.05 471 -11.98 039 435 10.02(0.007) 294 (0.229)
ZHZd|o} 29 1143 814 32.63 950 -1.69 090 350 29.05(0.0000 4.19 (0.123)
HEad= 29 547 620 1824 49 -671 -0.11 2.67 3361 (0.0000 0.18 (0.915)
ATd= 29 229 629 1578 242 -1450 -0.89 436 14.93(0.001) 6.05 (0.048)
X257 29 346 564 19.37 2271 =107 057 383 1231(0.002) 2.39 (0.303)
=29 o] 29 6.21 539 1591 6.89 -6.17 -042 277  6.39(0.041) 0.90 (0.638)
old ;M= 29 597 11.09 24.13 748 -1915 -076  3.04 28.15(0.0000 2.77 (0.250)
= A 29 208 283 753 1.35 -214 0.24 1.85 32.37(0.000) 1.86 (0.394)
249 d 29 493 566 12.20 6.63 -11.05 -125 432 848(0.014) 9.66 (0.008)
[D] TB |[#&5A4 #Ho mAx Haux 95 FAA 9% "% Ljung-Box(2) Jarque-Bera
OECD 580 34.31 8.09 4871 3411 1350 -0.28  2.25 996.10 (0.000) 21.19 (0.000)
o o 29 3175 110 3298 3206 2913 -093 289 2573(0.000) 4.24 (0.120)
ZEka 29 43.42 1.37 4618 4328 4136 043  2.08 3358(0.000) 1.91 (0.384)
7ok 29 32.28 1.53 3568 3312 30.73 0.01 193 43.22(0.000) 1.37 (0.503)
Wl 7] o] 29 4341 0.85 45.05 4349 4127 -058 349 17.46(0.000) 1.92 (0.384)
3} o+ 29 21.81 2.62 2738 21.95 18.03 020 225 3897(0.0000 0.89 (0.642)
2l 29 25.84 1.40 2837 2583 23.03 -020 233 21.05(0.000) 0.75 (0.689)
o B 29 27.36 2.24 3198 2636 2460 091 252 4168 (0.000) 4.27 (0.118)
o] e ] 29 40.80 1.69 43.89 4091 3644 -038 298 21.62(0.000) 0.70 (0.704)
2 H el 29 32.96 154 36.44 32.83 2087 035 283 1884(0.000) 0.62 (0.733)
2~ 29 26.58 1.21 2862 2667 2344 -075 346 26.79(0.000) 2.98 (0.226)
TAAH= 29 32.95 1.76 36.10 32.93 29.81 002 201 3262(0.000 1.19 (0.552)
dul= 29 45.96 1.22 4847 4608 4318 -0.08 277 891(0.012) 0.10 (0.952)
= Zn|o} 29 17.72 1.88 20.08 18.03 1350 -0.73 257 36.46(0.000) 2.82 (0.244)
ElR=Ela= 29 36.98 2.08 4161 3642 3457 098 301 31.85(0.000) 4.48 (0.106)
AH= 29 43.07 1.52 4638 4325 4027 004 236 27.99(0.000) 0.1 (0.776)
X257 29 31.41 1.98 35.03 3127 27.33 018 239 32.78(0.000) 0.62 (0.734)
=29 o] 29 40.65 1.53 4312 4112 3772 022 1.85 30.95(0.000) 1.84 (0.398)
old ;= 29 29.07 3.36 3452 2910 2257 -063 264 3459(0.000) 2.10 (0.351)
= o 29 36.10 1.31 3919 36.00 34.13 076 299 25.37(0.000) 2.76 (0.251)
294 29 45.02 2.05 4871 4468 4179 0.19 1.84 31.90 (0.000) 1.80 (0.407)
Z1 Ljung-Box(2): 2A1xF] A7/ B EAF, Jarque-Bera: 2 AFSAL, ()2 p-value.




<H 1c> 2H|XF7H

e
=)

E(CPl) & MEZ CPI9|

7|E=SAE (B %)

[E] CPI |#5A7 Her masdlx Hax 999 A% 9= HE Ljung-Box(2) Jarque-Bera
OECD 530 240 293 3035 193 448 505 37.86 536.13 (0.000) 31,839 (0.000)
o = 29 236 131 750 220 040 221 954 652(0.038) 7522 (0.000)
ik 29 152 079 321 168 004 -021 264 533(0070) 0.36(0.835)
= 29 192 097 563 187 017 164 883 0030987 54.15(0.000)
7] o) 29 198 096 449 205 005 021 354 1.35(0508) 0.58(0.748)
3k - 29 33 213 933 276 038 090 358 1048(0.005) 4.33(0.114)
n = 29 235 101 423 244  -036 -071 372 190375 3.08(0.214)
g = 29 039 105 328 013 134 097 380 4340089 5.35(0.069)
ol el g 29 240 160 625 209 -009 061 28 223600000 1.84(0.399)
29 ¢l 29 267 172 593 304 050 -0.13 254 1877(0.000) 0.33(0.847)
29~ 29 096 144 58 073 -114 169 633 13.16(0.001) 27.30 (0.000)
FAHA=| 29 199 104 403 18 011 019 25 319(0202) 042 (0.811)
dul= 29 179 079 342 1.9 025 -024 231 1239(0.002) 0.85(0.653)
=ZE2nlo}| 29 1008 842 3035 635 202 104 267 3994(0.000) 5.39 (0.067)
yEa=| 29 203 08 416 210 032 023 298 11.36(0.003) 0.24(0.888)
Hg= 29 157 118 431 118 -021 075 273 454(0.103) 2.80(0.247)
ZaF7ZH 29 206 274 1185 257  -084 159 590 19.05(0.000) 22.40 (0.000)
wZ9o]| 29 215 083 375 225 045 -017 268 1.62(0.446) 0.26 (0.877)
ofdd:=| 29 197 209 559 220 448 -075 440 7.00(0.030) 507 (0.079)
= o 29 180 112 506 15 031 142 481 16.16(0.000) 1363 (0.001)
O 29 157 193 944 136 049 236 1027 3.48(0.176) 90.74 (0.000)
[F] CPI-D|BEA5 Hd o8 Hux] 97 FA-A 9= HE Ljung-Box(2) Jarque-Bera
OECD | 580 258 326 3035 210 -448 478 3352 639.32 (0.000) 24,716 (0.000)
o = 29 258 167 800 230 040 207 724 14.98(0.001) 4251 (0.000)
) N 29 159 084 321 168 004 -014 261 870(0.013) 0.28 (0.870)
7 = 29 202 110 563 187 017 147 630 3.77(0.250) 23.60 (0.000)
7] o] 29 205 099 449 208 -005 011 323 1.08(0582) 0.2 (0.944)
sk = 29 363 226 933 2% 071 090 320 1516(0.001) 3.97 (0.137)
o 2 29 247 115 540 261 036 -012 402 390(0.142) 1.32 (0516)
g E 29 048 117 328 013 -1.34 093 326 953(0.009) 430 (0.117)
o]l g 29 260 173 646 221  -009 064 277 26.23(0.000) 201 (0.366)
et )] 29 283 18 672 304 050 -0.02 273 2246(0.000) 0.09 (0.955)
29~ 29 113 166 58 080 114 150 485 21.77(0.000) 15.07 (0.000)
FAH=| 29 214 129 610 212  -011 091 433 187(0392) 6.31 (0.043)
diu}= 29 185 078 342 208 025 -037 246 11.18(0.004) 1.03 (0.598)
=ZE2xloF| 29 1097 903 3035 7.0 202 090 233 4334(0.000) 4.48 (0.106)
vda=| 29 206 08 416 211 032 014 295 11.67(0.003) 0.09 (0.956)
A= 29 175 145 615 119 021 118 421 650(0.039) 847 (0.014)
2872 29 342 333 1363 259 084 167 552 2461(0.000) 21.22 (0.000)
w29o]| 29 222 091 413 229 045 003 267 105(0593) 0.13 (0.935)
oldd=| 29 205 210 559 231 448 -085 449 691(0.032) 6.16 (0.046)
=5 o 29 18 113 506 158 031 128 444 1951 (0.000) 10.45 (0.005)
299 29 197 251 1037 136 049 220 769 944 (0.009 50.05 (0.000)

0 Ljung-Box(2): 2A|xt9] A7)/ AA-EA%. Jarque-Bera:

GDP=2 U+

=(TB).

Bz AP8A, ()42 p-value.
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<H 3> A2 =7 Panel Data 2|HEA Zit [BS5EHs AEE FHEYE, Gr(1)]
. 1B IHFE) 29 gELYNRE) 2 PSAR(1) 59
rere ArFAs Eeep| Ar3Add FEeoD| ArFds (Eeoa)
PT ~(0.7482 0.354) | -0.4160 ~ (0.211) | -0.1989 (0.051)
HP 0.1314 ™ (0.019) 0.1334 (0.018) 0.1059 *** (0.007)
TB -0.1474 ** 0.066) | -0.1090 0.027) | -0.0927 ™ (0.008)
CPIL -0.2372 " 0.053) | -0.2097 ™ (0.049) | -0.2050 (0.024)
s 87684 (2.200) 6.6766 (1.143) 5.7793 (0.373)
F [Wald y°] 1499 [0.000] 66.99 *  [0.000] 46874 [0.000]
o(p) 1.187 0.338
ole) 2.555 2.555
p 0.178 0.108
log likelihood -851.803
—%Xé a5 210
F74 3] 20
3 eh ) 0.097 0.095
R? FdEz 0.252 0.313
A 0.115 0.133
F A4y, =0) 471 [0.000]
BP %4 80.22 " [0.000]
ﬁHL&(?ﬁH# 20 20 20
=A 4 530 580 530
Hausman AA 9.27 " [0.055] 6.20 [0.185]
e exxt Z12E 1%, 5%, 10% RO)2R0lH 2ol o(u): YHHAR BEUAL old): &

LAY BEWAL pr FUURANR) ARAHIF. F [Wald x| 23848 AT F A8y, =0):
=27t5/dast FEA, BP (Breusch-Pagan) A4 ggawt x* AGEAZ . [ 19 AR7Hd
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ArEAD  (mzeAD AFEAE  (EEeA)
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CPI(-1) -0.0100 ™ (0.002) Ay 75199 7 (1.248)
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