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S U M M A R Y

The Korean government is considering overall re-organisation of Publicly Noticed 

Value of Real Estate Price(PNV) System using actual sales price. By re-organising 

the system, it is expected that the ratio of PNV to actual sales price will rise 

leading to an upturn of tax base and amount of property tax since the PNV 

is used for calculating the tax base. Property tax is a major concern for not 

only households, but also the government finance, and the industry of construction 

and real estate. 

The purpose of this study is to estimate the changes of property tax from 

the expected reform of PNV system and analyse the economic impacts from 

the changes, which can contribute to the policies on tax and PNV system.

If the expected reform of PNV system elevates tax base of property tax, it 

is estimated that 6 trillion Korean won will increase in property tax and other 

related taxes including Gross Real Estate Tax and Regional Resources Facilities 

Tax. This increase of property tax would have positive influence to the local 

government finance under worsening deficit due to the expansion of welfare 

expenditure and decrease in the acquisition tax.

On the side of households, the reform would lead to increase of tax base of 

property tax and tax burden, which would reduce disposable income of property 
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owners and private consumption in the economy. The increase of property tax 

from the reform will also influence land and housing property prices, giving 

negative impacts on the economy such as decrease of investment in the construction 

and real estate industry.

Nevertheless, on account of the progressive nature of property tax, the increase 

of property tax from the reform also has positive effects such as, redistribution 

of wealth, increase in government tax revenues and expenditure leading to an 

expansion of gross consumption in the economy.

It is also notable that increase of property tax only on land excluding improvements 

such as housing, or reduction of consumption tax and value added tax in proportion 

to the increase of property tax has positive effects on GDP in the economy. 

As drastic changes in the ratio of PNV to actual sales price would increase 

property tax burdens and give negative effects to investment on construction 

and real estate industry, policy plan for relieving the shock is required. It is 

necessary for PNV to converge to the level of actual sales price. However, the 

upgrade is desirable to proceed gradually by stages in 3 to 5 years considering 

the negative impacts on property tax.

To minimize the negative effect in the construction and real estate industry 

from property tax increase and to promote the efficient usage of land, it is 

recommended to lower the tax rate on improvements such as housing but increase 

the tax rate on land. It is also recommended to consider a plan to reduce consumption 
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