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1. 'Divorce Fight' and Property Tax Reform

At the beginning of 2013, in order to implement the work of controlling the real estate market, the executive
meeting of the State Council issued five policies and measures to strengthen the control of the real estate market.
The second of the rules, "resolutely curb speculative investment property purchases"”, aimed to curb property spec-
ulation through taxes. However, to avoid taxes, some individuals have found tax shelters in government policies
and redivided their assets through divorce, from two jointly owned homes to one each (Liu Siyi, 2020). This is the
reason why the number of divorces increased after the promulgation of the "State Five" policy.

In recent years, the rapid rise in housing prices in Chinese cities has raised public concern about the housing
market. Strong demand for housing investment is an important reason for rising housing prices. The collection of
property tax is an important means to establish a long-term mechanism of the real estate market. In 2011, the State
Council officially designated Shanghai and Chongging as pilot cities for property tax reform, but the effect was not
significant. The report of the 19th CPC National Congress also pointed out that "houses are for living, not specula-
tion." Although China's macroeconomic growth has been declining year by year, there are still some cities with
rising housing prices, indicating that the demand for housing investment is still strong, even though the central
government has repeatedly stressed that "housing should not be speculation”.

2. Relieve the overheated real estate market by developing rentals and sales simultaneously

Due to the simultaneous existence of the trend of financialized commercial real estate and the trend of capitaliz-
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ing rents, the selling price and rental price of commercial housing are to a large extent mutually influenced and li-
mited by the flow of information in the market and the use of resources by both supply and demand (Chen Jiahan,
2020). One of the important policy objectives of the government's "Mutual Development of House Renting and
Purchasing" policy is to suppress the rise in the selling price of commercial housing through the linkage of the ren-
tal market and the selling market, dilute the financial attributes of real estate and highlight the residential attributes,
and squeeze out part of the housing demand, while also leading real estate enterprises to expand the supply of the
rental market to meet the housing demand through the construction and improvement of the housing rental system.

The 2021 China Urban Rental Life Blue Book estimates that the rental population will reach nearly 260 million
in 10 years. However, the current supply of rental housing is still dominated by existing stock, 40% of which has
problems with quality, environment, and lack of supporting facilities. There is still an imbalance between the de-
mand and supply of rental housing. Supporting the development of specialized rental housing enterprises and in-
creasing the proportion of institutionalized long-term rental housing in key cities is one of the effective ways to
address the mismatch between supply and demand.

2.1 Promote the rental market by developing guaranteed rental housing

Guaranteed rental housing is mainly used to address the housing problems of eligible new citizens, young people
and other groups. With a building area of up to 70 square meters of small households, the rent is lower than the
same lot with the same quality of market rental housing rent, the specific conditions of entry and exit, the specific
area of small households by the city people's government in accordance with the principle of basic protection rea-
sonably determined. Guaranteed rental housing is housing construction supported by government policies on land,
taxation, finance, etc. The construction of guaranteed housing gives full play to the role of market mechanisms and
guides multi-body investment and multi-channel supply. The transformation of stock houses or land into rental
housing is an important way to raise guaranteed rental housing throughout the country, so as to maximize the bene-
fits of collective enterprise construction land, enterprises and institutions' own unused land, industrial park sup-
porting land and unused housing construction land. In addition, instead of simply asking for more rental housing,
promoting the use of unused land for construction can also increase local governments' enthusiasm for implement-
ing the policy.

For a long time, China’s housing market has been characterized by a heavy emphasis on "purchase™ and a light
emphasis on "rent", and the development of the rental market has lagged relatively behind. In the past five years,
China has generally been in the stage of exploring the system and mode of renting and purchasing, for example,
cultivating the consumption habit of long-term rental, cultivating the mode and main body of rental supply, includ-
ing guiding market-oriented enterprises to do rental, encouraging state-owned enterprises and platforms to play a
leading role, and regulating long-term rental enterprises. Over the next five years, the construction of the rental and
purchase housing system will be comprehensively accelerated.

2.2 Promote equal rights to rent and buy

The rights enjoyed by tenants and buyers are very different, making this policy unable to achieve its original goal
of encouraging people to rent instead of buying, and using the development of the rental market to contain the fever
of the purchase market.

The property tax model in the U.S. is an important guarantee for realizing the connection between public service
rights and actual residence. The actual burden of property tax is transferred to the tenant in the rental relationship,
and when the tenant pays rent, it already includes payment for local public services, so the tenant can enjoy the
corresponding rights and benefits (Pan Chenfei & Li Jingwei, 2020). In China, however, household registration is
strictly linked to home ownership, which limits the public rights and benefits that tenants can enjoy.

This leads to the concept of equal rights for renting and buying, i.e., renters and buyers can enjoy equal rights to
additional public services in housing (Fu Meihua, 2020). At present, the social cost of achieving full parity of pub-
lic service rights between renting and purchasing is very high, and it can even be said that it is not realistic. How-
ever, promoting the convergence of public rights and interests between renting and purchasing, and promoting
equal rights for renting and purchasing is a necessary way to dilute the financial and investment characteristics of
real estate, emphasize the housing function, and realize the balanced development of the renting and purchasing
market.
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3. Dilemma of the rental market

The tax sharing reform implemented in China in 1994 significantly reduced the financial resources available to
local governments, and the financial gap for local governments to develop their economies needed to be addressed
in some way. As the tax-sharing reform gave local governments the right to decide on land transfers and the income
they received, land finance was created, and together with the State Council's call in 2001 to vigorously implement
the bidding and auction system, land finance expanded dramatically.

Under the land finance model, local governments will, on the one hand, maintain high land prices through strate-
gies such as limiting land supply, and, on the other hand, link public services to home ownership to increase the
willingness of urban residents to buy homes, resulting in higher land concessions and property tax revenues. Due to
the limited revenue that the rental market can generate, local governments lack the incentive to manage and regu-
late the rental market. In recent years, the central government has strongly supported the development of the rental
market and encouraged local governments to provide rental-only land that is owned by the local government and
not for sale. However, the supply of pure rental land will squeeze out the land quota used to provide general com-
mercial housing, resulting in the loss of a large amount of land concession revenue, so the willingness of local gov-
ernments to cooperate is quite limited.

Under China's decentralized central-local governance system, local governments have assumed a number of
economic and social responsibilities. The central government continues to release property control policies, but
control policies will inevitably lead to a significant reduction in land revenues, resulting in an imbalance in the rela-
tionship between the central government and the local government, and an imbalance between the financial power
of the local government and the responsibility of the local government. Local governments at all levels, based on
the principle of maximizing interests, constantly test the bottom line of central government policies, so the imple-
mentation of real estate control policies is very limited. In this way, the central and the local gradually formed a
binary game relationship. "City-specific policies" have become the biggest loopholes of "houses are for living, not
speculation.”

4. Under the marriage and birth policy, what will be the future of China's real estate market?

The two main factors determining housing prices are land supply and credit policy. As can be seen from the
above, the right to supply land is in the hands of local governments, while the right to credit is in the hands of
commercial banks, so the two main factors determining housing prices are not in the hands of the central govern-
ment, resulting in the central government being unable to do anything in the face of speculative fever.

In recent years, the situation has begun to improve. On January 1, 2021, the Notice of the People's Bank of China
and the China Banking and Insurance Regulatory Commission on the Establishment of the Management System for
the Concentration of Real Estate Loans of Banking Financial Institutions stipulates that the ratio of the real estate
loan balance of banking financial institutions to the RMB loan balance of the institution and the ratio of the person-
al housing loan balance to the RMB loan balance of the institution will meet the management requirements set by
the People's Bank of China and the CBRC. This tightens policy from the credit point of view, and it is a defensive
policy, but the gradual collection of credit power in the central government is also a means to cool the real estate
market. In addition, in recent years, the central government has promulgated a policy of centralized land manage-
ment, and local governments are gradually adjusting the rules of land auctions, no longer simply "the highest bidder
wins”, but adding "competition for the provision of elderly facilities” and "competition for the construction of
high-standard housing projects”. From the point of view of the effect of regulation and control, the land market in
popular first- and second-tier cities are still hot, but on the whole, it is also quite effective.

In the future, the government may need to further optimize and upgrade the policy rules for popular cities,
around the generous stabilization of housing prices. At the same time, to ensure public demand, such as in areas
where the supply of rental housing is insufficient, adopt the "competition for rental housing area" and other rules.

Policy recommendations for the rental market:

(1) Improve market regulation and supervision policies based on tenant priority

In China's housing rental market, problems such as private subletting, agents raising rents on their own, unautho-
rized subdivision, private alteration of water and electricity, poor group rental environment, no one responsible for
housing maintenance problems, major safety hazards, and landlords shortening the lease term without permission
have emerged, which seriously affect the rights and interests of tenants and their quality of life. In response to these
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problems, China should speed up the progress of relevant legislation in the rental housing market, improve the
housing rental management system, and provide strong legal protection for tenants.

(2) Promote the construction of public services and optimize the distribution structure of space

Taking New York as an example, the location and construction of its urban public service facilities have
achieved a fair distribution of urban public service facilities throughout the city and promoted the stable
development of the community, which is known as the "fair share guideline.” The imbalance in the distribution of
public service resources in China's major cities is one of the main reasons for unbalanced access to property
owners' and tenants' rights (Liu Jinxiang & Xing Yuange, 2018), and in the case of education resources, for
example, the enrolment of children of residential property owners is very tight, and it is even more difficult to
guarantee the enrolment of children of tenants. Further improving the process and standards for the selection and
construction of public services, taking into account various factors, optimizing the spatial distribution structure of
public services, and alleviating the phenomenon of aggregation of high-quality resources are important measures to
promote equal rights to public services.

References

Chen Jiahan. Modeling and Simulation of Real Estate Multi-agent Decision-making under the Policy of "the Mutual
Development of House Renting and Purchasing” [D]. Nanjing University of Aeronautics and Astronautics, 2020.
DOI:10.27239/d.cnki.gnhhu.2020.000483.

Fu Meihua. The Construction of Habitatio System in China:an Additional Discussion on the Solution to the Dilemma of
"Tenants Enjoying the Rights as Homeowners" from the Perspective of Habitatio System [J]. Journal of Chongging
College of Arts and Sciences (Social Science Edition), 2021, 40(04):64-75.
doi:10.19493/j.cnki.issn1673-8004.2021.04.007.

Liu Jinxiang, Xing Yuange. Study on the Realization Mechanism of Public Service Equalization between Buyer and
Tenant [J]. Shanghai Economic Research, 2018, N0.356(05):51-59. DOI:10.19626/j.cnki.cn31-1163/f.2018.05.006.

Liu Siyi. Analysis of the phenomenon of "fake divorce™ and countermeasures under the real estate purchase restriction
policy [J]. Shanghai Real Estate, 2020, N0.406(12):46-49. DOI:10.13997/j.cnki.cn31-1188/f.2020.12.013.

Pan Chenfei, Li Jingwei. Exploring the Protection of Tenants' Pights in the Rental Housing Development of New York
City [J]. Settlement, 2020, N0.098(04):14-19.

DOI: 10.26855/jhass.2023.07.013 1319 Journal of Humanities, Arts and Social Science



