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The Linkage between Tax and Land Use Policies
Jung, Chang-Mu - Kim, Kwang Woo

ABSTRACT

The underlying theme of this article i1s an exploration of the linkages between tax and
land use policies at the local level. The local fiscal impact of zoning regulations and land
use in the Seoul metropolitan area is assessed by first reviewing previous studies and
then investigating the statistical relationship between nonresidential development and local
tax base. Regression analysis indicates that office development is positively associated
with fiscal benefits while commercial development is inversely related to tax revenue.
Based on empirical findings, a tax—base sharing system is introduced. Under the system,
each municipality must contribute to a regional fund of tax revenue from its commercial
tax base. This money then will be redistributed in inverse proportion to the amount of
nonresidential assessed property in each municipality. Clearly, this system reduces the
incentives for taxbase competition. It also creates greater equity in the ability to fund
local services. It is a way of addressing the fact that different municipalities have
unequal amounts of taxable property and therefore differ in their ability to raise revenue.
Tax-base sharing has the potential to reduce competition between communities, while

enabling them to offset some of the negative effects of urban sprawl.

Key Words : Tax-Base Sharing System, Land Use Policy, Property Tax
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