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Abstract

“The study on effective property tax rates and guideline for tax restructure

to achieve vertical equity : case study of Bangkok Metropolitan”

Jitti Mongkolnchaiarunya, Pornphan Verapreyagura and Setthapoom Buathong

Financed by Thailand Research Fund (TRF)

The purpose of property tax levy in Thailand are to increase income for local
government administration as well as to redistribute land tenure by using this collected tax
to finance the operation of the land bank. Seemingly, comprehensive studies on effective
property tax rates pursuing for social justice did not exist in Thailand. Nowadays the property
tax rates is calculated on the basis of land and building values, without considering the
income level of those asset owners. This study employs Hildreth’s concept (higher income
asset owner pays higher tax amount) and aims to find out whether the present drafted asset
taxation bill (submitted to the parliament in 2011) coincides with vertical equity concept, to
foresee the alternation of property tax structure in next 10 years and to recommend how to

adjust the tax structure in order to achieve vertical equity goal.

Research finding shows that the drafted tax structure is in contradiction to vertical
equity principle. Assuming income level is growing at 7 percent and tax rate is at 18 percent
during the next 10 years, the vertical equity scenario is worsening. The situation will be
improved, positive correlation to owners’ income, if various exemptions or tax deduction

incentives were introduced except expenditure deduction measure.

Research team would like to suggest the following policy proposals. They are (1) Thai
government shall focus on clarity and flexibility of the property tax act to suit incoming
contextual changes. especially its tax structure, (2) property tax threshold should be based
on value of the property and amount of income of owners, (3) tax rate calculation and
enactment of this law should be synchronized between various concerned agencies to
ensure high suitability, (4) Government shall introduce tax relief measurement (tax
exemption, and/or tax compensation) for low income asset owners and (5) Government
shall hear voices of various stakeholders and use collected tax accordingly for the sake of

majority of people.



