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Property tax politics

Deputy Prime Minister Hong Nam-ki said lowering property taxes will be discussed and
announced in the near future in Wednesday’s ministerial meeting on the housing market. The
government and the ruling Democratic Party of Korea are currently reviewing the possibility of
decreasing property tax rates by up to 50 percent on property whose official value is under 900
million won.
The latest announcement came a day after the government announced a new housing measure
that would increase official property values by 90 percent to reflect market values, pushing up
property and real estate tax rates, based on a report submitted the Korea Research Institute for
Human Settlements to the Ministry of Land, Infrastructure and Transport. These two seemingly
contrasting measures have caused confusion among the public, but they actually send out a
consistent message. They both aim to more than double the property tax on houses over 1.5
billion won within five years while spreading the increase over a decade for properties under
900 million won. They even offer tax benefits for the latter to prevent a possible backlash.
When implemented, the elderly and retirees who do not have an income should pay over 10
million won a year in tax if they live in a house that is relatively pricy. They would pay rent for
their own houses to the government as people say. There will be people who have climbed up
the property ladder their entire life and finally bought a nice house, only to sell it as soon as
they get retired because they cannot pay the tax. The property tax has increased more than 70
percent over the past three years. Although more burden has also been placed on people who
have more affordable houses, the official property value to market price ratio is still low, and
the increase has not been as steep for them. Nevertheless, the government and the ruling party
are only focusing on reducing property taxes on low- to medium-priced properties.
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Many experts argue these measures are born out of political interest. They are designed to
quell complaints of home owners by imposing punitive and discriminative taxes on expensive
houses and give a sense of satisfaction to those who do not own a house. There cannot be any
other reason to increase tax rates, dismissing concerns about fair taxation and the principle of
no taxation without law. Economic policies that only consider political interest rarely produce
intended results, and, even worse, they often create other problems. The new tax measures
that will burden the next administration should be reconsidered.Korea No. 2 in OECD in growth
of property taxes
For corporate tax increases, the nation ranks 3rd
SEJONG -- Compared with other members of the Organization for Economic Cooperation and
Development, in recent years South Korea saw its property taxes grow at the second-fastest rate.
Taxes levied on property in Korea -- including real estate and other wealth -- came to 3.3 percent of the
gross domestic product in 2018, the latest year for which figures are available. By comparison, those
taxes amounted to 3.144 percent of the nation’s GDP in 2017.
The increase -- 0.156 percentage point on-year -- was second on a list of corresponding figures for 34
OECD members. The Paris-based organization did not include any data for three of its 37 members:
Australia, Colombia and Mexico.
The OECD specified that the comparison included taxes on immovable property or net wealth, taxes on
changes of ownership of property through inheritance or gifts, and taxes on financial and capital
transactions. The changes were measured both in percentage of GDP and percentage of total taxation.
In terms of growth in property taxes, Korea outstripped Portugal, which posted 0.082 percentage point
from 1.358 percent of GDP in 2017 to 1.44 percent of GDP in 2018. Korea was also ahead of Denmark
(0.05 percentage point), New Zealand (0.035 percentage point), Ireland (0.03 percentage point),
Germany (0.023 percentage point), Belgium (0.008 percentage point) and the Netherlands (0.007
percentage point).
Many of the 34 economies posted negative figures. Among them were the US with minus 1.323
percentage points, France (minus 0.26), Finland (minus 0.102), Canada (minus 0.054), Sweden (minus
0.042), the UK (minus 0.037) and Japan (minus 0.01).
Only Luxembourg, which posted 0.185 percentage point, saw its property taxes grow faster than Korea’s
relative to its GDP.
The international data indicates that the Moon Jae-in administration, which came to power in May
2017, actively raised tax rates for real estate and other financial wealth held by households and
enterprises during the early part of its tenure. The figure is estimated to have climbed further in 2019
and 2020 due to a government policy favoring increased tax revenue.
In a similar vein, Korea was No. 3 among the OECD members in terms of increasing taxes on corporate
earnings over the corresponding 2017-2018 period.

International Property Tax Institute
IPTI Xtracts- The items included in IPTI Xtracts have been extracted from published information. IPTI accepts no responsibility for the
accuracy of the information or any opinions expressed in the articles.

Page |3

Taxes levied on the net profit (gross income minus allowable tax relief) of enterprises in Korea reached
4.47 percent of the GDP in 2018, having climbed from 3.83 percent of GDP in 2017.
Korea’s 0.64-percentage-point growth was the third-highest among the 34 OECD members. Three
members -- Australia, Colombia and Greece -- were excluded from the comparison.
Korea outpaced Japan, which showed a 0.42 percentage point advance, as well as Sweden (0.17),
Portugal (0.14), Germany (0.11) and the UK (0.07).
Further, 14 of the 34 economies posted negative growth of corporate taxes relative to GDP growth.
Those included Hungary with minus 0.91 percentage point growth, the US (minus 0.67), Iceland (minus
0.52), Denmark (minus 0.37), the Czech Republic (minus 0.26), France (minus 0.22), Canada (minus
0.09), Mexico (minus 0.07) and Switzerland (minus 0.06).
Only two members -- Norway (positive growth of 1.12 percentage points) and Luxembourg (0.68
percentage point) -- were faster than Korea in this respect.
In an arithmetical comparison, Korea ranked No. 5 in 2018 with corporate taxes standing at 4.47 percent
of GDP, whereas it was No. 7 with 3.83 percent in the previous year.
The figure far exceeded the 1.06 percent of GDP posted by the US in 2018, 1.17 percent by Hungary,
1.88 percent by Italy, 2.11 percent by France, 2.14 percent by Germany, 2.47 percent by Spain, 2.56
percent by Finland and 2.88 percent by the UK.
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