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ABSTRACT

Housing is the main holding asset for households. Tax burden is one of the important factors for tenure
choice. In this paper, we test the tax effect on tenure choice in Taiwan Area. Firstly, we estimate the hedonic
equations of property tax and permanent income. Then applying "the Survey of Family Income and
Expenditure of Taiwan" from DGBAS in 1996, we use probit and logit models to test the tax effect on
housing demand. The empirical results show that the factors of property tax and permanent income are
significant for housing demand. Increasing the property tax, the households tend to rent a house to satisfy
their housing consumption demand and decrease the demand of purchasing a house. On the other hand,

households will tend to own their house if per household income increases or rent increases.
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