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A Test on the Land Tax Reaction Function of Local Government in Taiwan
Edward Y. Lin

ABSTRCT

For a long time, government assessment for land value increment tax is aways
underestimated in Taiwan. As a result, there is no adequate financial source for public
infrastructure since the revenue of land value increment tax is one of the major revenues for local
government. In each county or city, government assessment may be influenced by a lot of local
socia and economic characteristics. In addition, the government assessment is also be affected by
the neighboring counties or cities. This phenomenon is called tax competition that means every
local government intends to underestimate the tax base to please its voters. The tax base for land
value increment tax is the announced present value assessed by the local government. The study
uses atax reaction function to test the extent of the local assessment affected by the neighboring
counties and cities. The purpose is to find out a feasible approach to correct the underestimation
of the announced present value in order to raise adequate financiad source for public
infrastructure.
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