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Abstract China’s economic growth and economic development has entered a new stage, and the optimization and upgrading of industrial struc-

ture is the core driving force for China to achieve high-quality economic development during the " 14" Five-Year Plan" period. Property tax has

a conductive effect on the upgrading of industrial structure. Therefore, from the perspective of property tax and industrial structure adjustment

and the relationship between them, this study summarizes the relevant research of domestic and foreign scholars. On the basis of the research,

the paper puts forward some relevant policy suggestions on improving China’s property tax and promoting the optimization and upgrading of

China’s industrial structure.
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1 Introduction

China’s economic growth and economic development has en-
tered a new stage. From the perspective of the added value struc-
ture of the industry, the proportion of the added value of China’s
tertiary industry increased from 45. 8% to 54. 6% from 2006 to
2023, accounting for the largest proportion among the three indus-
tries. However, in contrast to the United States, the world’s lar-
gest economy, the proportion of its tertiary industry in GDP
reached 80.6% in 2018, and the gap between the two countries is
still huge. In terms of total GDP in 2023, it only accounted for
about 65% of the United States, and the gap mainly comes from
the tertiary industry. Therefore, in the face of such a realistic situ-
ation, the most important thing is to deepen the supply-side reform
as the main line, and take the optimization and upgrading of the
industrial structure as the core driving force for China to achieve
high-quality economic development during the " 14" Five-Year
Plan" stage.

Property tax has a transmission effect on the upgrading of in-
dustrial structure. To some extent, property tax can be trans-
formed into the impact of housing prices on industrial structure,
because housing prices will directly affect the production costs and
investment preferences of local enterprises, and then affect the lo-
cal industrial structure. In 2011, China launched the pilot reform
of property tax in Shanghai and Chongqing. The design of property
tax collection scheme has become the focus and difficulty of
China’s tax reform. In view of this, this paper compares the prop-
erty tax pilot reform cities and cities that have not carried out pilot
project, and studies the impact of property tax collection on the

optimization and upgrading of urban industrial structure, aiming to
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provide a reference for the future improvement of the property tax

system design.

2 Research progress and review at home and abroad
2.1 Research progress of property tax at home and abroad
In order to accurately and directly display the relevant research on
property tax, through the keyword co-occurrence statistical func-
tion in the CiteSpace software, after concealing the two core
search keywords " property tax" and "house property tax", it is
not difficult to find " property tax reform", " tax reform", "real
estate" , " real estate market", " housing price", " local main

tax"

, "land transfer fee" , "income distribution" and other words
correspond to large nodes and fonts, and are keywords that are fre-

quently used in this research field (Fig.1).
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Fig.1 Frequently used keywords in the research on property tax in
CiteSpace

On the basis of keyword co-occurrence visualization, further
cluster analysis of keywords is carried out. According to the com-
position of each category of keywords and on the basis of studying
the leading literature of each category, the clusters are merged,
and it is found that the existing real estate research hotspots of tax
mainly focus on the following two aspects.

2.1.1 Feasibility of property tax collection. Scholars at home
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and abroad have launched heated discussions on whether to levy
property tax. Foreign scholars Simon and Netzer, as representa-
tives of traditional views, are opposed to property tax collection.
They studied the impact of tax increases on the local real estate
market, and believed that the introduction of property taxes is not
conducive to the reduction of local real estate stock' ™. Brueck-
ner JK and Song Y discussed the relationship between property tax
and urban expansion, and the research results showed that the dis-
tortion caused by property tax is not conducive to urban spatial ex-
pansion. Most domestic scholars oppose the collection of property
tax from the perspective of the irrationality and limitations of the
design of the property tax system” ™. For example, Liu Jianwen
discussed China’s property tax reform from the perspective of the
reform path, and believed that China’s current property tax reform
has flaws in the legitimacy of following the administrative pilot
path, which is inconsistent with the modern concept of national
governance”” . There are four types of problems: the nature of
property tax is unclear, the scope of collection is too small, the
scale of income increase is limited, and the legislative procedure
is lacking.

However, there are also many scholars in the academic cir-
cles who hold a positive attitude towards the collection of property
tax. The research of Hamilton effectively excluded the change of
housing stock caused by the change of property tax level, and the
results showed that " full capitalization" can convert property tax
into an interest tax'® . Since then, research by Ladd showed that
property taxes and local public service expenditures are capitalized
into the value of the house. This research result also verifies
Hamilton’s belief that the existence of fiscal capitalization is suffi-
cient to make property tax an interest tax at the local level”’.
Therefore, these foreign scholars believe that property tax is a non-
distorted tax, and give positive affirmation to property tax.

2.1.2

pact of property tax is mainly carried out from the following three

Impact of property tax collection. The research on the im-

perspectives : the impact of property tax on housing prices; the im-
pact of property tax on local fiscal revenue; the impact of property
tax on income distribution.

(i) What attracts the most attention from scholars is the im-
pact of property tax on housing prices. The general literature be-
lieves that property tax plays a significant role in reducing housing
prices. Starting from the theoretical model of property tax, housing
price and rent, Zhang P et al. deduced the path and mechanism of
¥ The results

showed that in China’s case, if the effective property tax rate is

property tax affecting housing price and rent

0.5% , and the property tax revenue is not used to increase public
services, then the tax may cause housing prices to fall by 8.3% to
12.5% . If the property tax revenue is used for basic public serv-
ices, the decline in housing prices will be as small as 1.7% to
2.5% , but rents may rise by 6. 7% to 20% . There are also a
small number of scholars who believe that property taxes will lead
to rising housing prices. In addition, some scholars believe that
the role of property tax in regulating housing prices is very limit-
ed. Peng Haorong regarded housing as a pure investment object to
infer the determinants of housing prices, and selected panel data
from 35 cities from the perspective of supply and demand to ana-

lyze the impact mechanism of property tax on real estate prices.
The results showed that property tax reduced sales area, construc-
tion area and developer investment, but did not significantly
change housing prices'®’ .

(i) The impact of property tax on local fiscal revenue has
also attracted the attention of academic circles at home and
abroad. Theoretically speaking, the collection of property tax will
directly bring about an increase in local government fiscal reve-
nue. Taking the United States as an example, research by Alm
showed that local governments in the United States usually rely on
several sources of their own income, including personal income
tax, sales tax, and local property tax, the main source of which is
property tax' "', The property tax in the United States has a signif-
icant effect on increasing national and local tax revenue'"’. Mec-
Cluskey and Plimmer studied the property tax systems of Eastern
and Central European countries and found that although this tax
has potential fiscal revenue capacity, it is underutilized in Central

"2 There are few pilot cities of

and Eastern European countries
property tax in China, and the start time is relatively late. There-
fore, the data about the effect of property tax on local fiscal reve-
nue are generally obtained through estimation or simulation. For
example, since the income increase scale of property tax reform
depends mainly on changes in the tax base and tax rate level, the
research group of the Ministry of Finance estimated the property
tax under different tax rates and explored the impact of property
tax reform on local financial resources. The results showed that
property tax revenue will become a channel to broaden the fiscal
revenue of local governments, especially in the developed eastern
provinces, the scale of revenue is relatively large, which will
greatly increase the financial resources of grassroots govern-
ments' "', Xie Jinghua found that under the background of tax re-
form, the local fiscal revenue system is facing the problem of hol-
lowing out of the main tax, and it is necessary to innovate and
build a local main tax system with equal emphasis on individual

14
4] " Some scholars have also con-

income tax and property tax
firmed this conclusion through empirical evidence. For example,
Zhang Xiaomei took Hefei City as an example to study the impact
of property tax reform on local finance through empirical methods,
and concluded that property tax has the potential to become the
main local tax in the long run'™.

(iii) As a kind of fiscal tax, property tax has an impact on
income distribution, and it has also been widely discussed. For-
eign academic circles have two views on whether property tax has
the role of adjusting income distribution. One point of view is that
from the perspective of the " benefit theory" of property tax, Fis-
chel believed that if consumers can move freely within various ju-
risdictions, property tax will not have a distorting effect, and at
the same time, it will not affect the income redistribution between
communities "’ Another point of view is that property tax has the
effect of adjusting the income gap. For example, Mieszkowski be-
lieved that property tax is a capital tax, its tax burden is progres-
sive, and can play a role in adjusting the income gap. There is al-
so great controversy in domestic academic circles about whether
property tax can adjust income distribution'”’. Zhan Peng and Li
Shi estimated the redistribution effect of property tax based on
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large-scale household micro-data, and found that property tax has

.. . e . . . . . 18
positive significance in income redistribution'"® .

Huang Xiao be-
lieved that although judging from the practice of property tax pilot
reforms in Shanghai and Chongging, property tax as a whole can-
not effectively adjust income distribution, it cannot negate the
function of property tax in adjusting income distribution" "’ .

2.2 Research progress at home and abroad on the optimiza-
tion and upgrading of industrial structure Through the key-
word co-occurrence statistical function in CiteSpace software, the
keyword co-occurrence map in the research field of industrial
structure optimization and upgrading is drawn ( Fig.2). Taking
the full-text database of China National Knowledge Infrastructure
(CNKI) as the research data source, after hiding the two key-
words of " industrial structure optimization and upgrading" and
"industrial structure" , it can be seen that the core hot spots re-
volve around " industrial structure optimization" and " industrial

structure upgrading" .
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Fig.2 Keyword co-occurrence map in the research field of indus-
trial structure optimization and upgrading

On the basis of keyword co-occurrence visualization, further
cluster analysis of keywords is carried out. According to the com-
position of keywords in each category and on the basis of studying
the frontier literature of each category, the clusters are merged,
and it is found that the existing research hotspots on industrial
structure optimization and upgrading mainly focus on the following
two aspects.

2.2.1 Factors affecting the optimization and upgrading of indus-
trial structure. Domestic and foreign scholars have mainly studied
the factors affecting the optimization and upgrading of industrial
structure from the perspective of demand side and supply side.
From the demand side, the influencing factors mainly include con-
sumer demand, consumption structure, international trade, etc.
According to the input-output data in 2007 and 2012, Wang Qing
and Zhang Guangzhu used SDA structural decomposition technolo-
gy to decompose consumption growth into two parts: consumption
structure upgrading and total consumption growth. After analysis,
they concluded that consumption structure upgrading has a signifi-
cant effect on promoting industrial structure upgrading, and the
impact of total consumption growth on industrial structure upgra-
ding is weak™'. From the supply side, the influencing factors
mainly include technological innovation, labor, investment, etc.
Hao Wu and Li Shengtao found that different input factors of sci-
entific and technological activities have significantly different im-

pacts on the economic structure of national industries from the per-
spective of the quantitative relationship between scientific and
technological activities in Inner Mongolia and the adjustment of the
economic structure of national industries in Inner Mongolia™"
From the perspective of labor factors, Zhao et al. constructed a
panel data fixed-effect model to study the impact of the employ-
ment mobility of graduates from China’s " double first-class" colle-
ges and universities on the optimization and upgrading of industrial
structure. The results showed that the flow of " double first-class"
college graduates plays a positive role in the upgrading of provin-
cial industrial structure™

2.2.2 Evaluation criteria and measurement of industrial struc-
ture optimization and upgrading. In terms of evaluation criteria,
the existing literature generally carries out evaluation from two di-
mensions ; rationalization of industrial structure and upgrading of
industrial structure. Zhou Zhenhua described the path and goal of
industrial structure optimization from the two perspectives of ra-
tionalization and intensification'™. There is diversity in the evalu-
ation criteria and index setting of industrial structure rationaliza-
tion. Zhou Zhenhua used the input-output analysis method to
measure the balance and coordination of industrial structure ac-
cording to the " industrial balance standard"™'. Gan Chunhui
used the redefined Theil index to measure the rationalization of in-
dustrial structure. There is no unified standard in the academic

circles for the upgrading of industrial structure'™’.

3 Conclusion

To sum up, although the research on property tax has started
for a short period of time in China, the academic circles have also
paid full attention to it. Under China’s specific national condi-
tions, according to the situation of the property tax pilot, the de-
sign and function of the property tax system have been studied.
Generally, there is a positive attitude towards the domestic proper-
ty tax reform. With regard to the optimization and upgrading of in-
dustrial structure, scholars have carried out rich research based on
different perspectives. The initial theoretical research on industrial
structure is basically from abroad. At present, there is no unified
standard in the evaluation criteria and measurement methods of in-
dustrial structure optimization and upgrading, and there are differ-
ent opinions among scholars. In addition, it is worth noting that
although the existing literature has done some research on the im-
pact of property tax, the research on the relationship between
property tax and industrial structure optimization and upgrading is
very scarce and needs to be enriched.
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