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Taxation of property assets of individuals is one of the oldest elements of tax
systems, which over the centuries has transformed from a simple fiscal instrument
to a component mechanism for implementing the economic, social and regulatory
policy of the state. Unlike income or consumption taxes, property taxes are based
on the assessment of accumulated wealth, which allows the state to ensure a more
even distribution of the tax burden between different groups of the population and
to form stable sources of budget revenues. It is this feature that explains the
growing attention of international financial organizations to the development of
property taxation as one of the most effective instruments for ensuring the
financial stability of public finances. In modern economic literature, property
taxation is considered not only as a means of mobilizing financial resources, but
also as a tool for correcting imbalances in the distribution of wealth, stimulating
the effective use of assets and the development of local self-government. Studies
by international organizations show that property taxes have a smaller negative
impact on long-term economic growth compared to labor or business taxes, since
they do not inhibit investment activity to the same extent as income taxes. In
addition, real estate, land resources and most other tangible assets are
characterized by low mobility, which significantly complicates their movement to

jurisdictions with a lower tax burden. It is this circumstance that ensures the
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relatively high efficiency of property tax administration and their stability even in
periods of economic instability.

In international practice, the concept of property assets is much broader than
the traditional understanding of real estate. The objects of property taxation may
include residential and commercial real estate, land plots, vehicles, luxury items,
financial assets, corporate rights, inheritance, gifts, and in some countries - the
total net wealth of an individual. Such diversity is explained by differences in the
socio-economic development models of states, the level of development of
financial markets, historical features of the formation of tax systems and different
approaches to ensuring social justice.

Over the past decades, the economic nature of property taxes has undergone a
significant transformation. If earlier they performed mainly a fiscal function, today
they are increasingly used as a tool for achieving broader socio-economic goals.
Among them, curbing excessive concentration of wealth, ensuring the availability
of housing, preventing speculative transactions in the real estate market,
stimulating the rational use of land resources and strengthening the financial
autonomy of local communities are of particular importance. This evolution
indicates a changing role of property taxation in modern financial policy, where it
Is increasingly integrated with the objectives of sustainable development, spatial
planning, and social policy [3].

The issue of the relationship between property taxation and inequality of
income and accumulated capital deserves special attention. According to estimates
by international organizations, in most countries of the world, inequality in the
distribution of property assets significantly exceeds inequality in the distribution
of current incomes of the population. This means that a significant part of
economic resources is concentrated in a relatively small number of households.
Under such conditions, property taxes can act as an important mechanism for
ensuring a more balanced distribution of the tax burden without significantly
restraining economic activity. That is why in recent years, the issue of taxation of
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expensive real estate, luxury goods and other highly liquid assets has increasingly
been included in the agenda of tax reforms in the countries of the European Union
and the Organization for Economic Cooperation and Development. At the same
time, international experience demonstrates the absence of a universal model of
property taxation. Even among economically developed countries, there are
significant differences in determining the object of taxation, methods of assessing
the value of property, administration mechanisms, the application of tax benefits
and the distribution of tax revenues between levels of the budget system. For
example, in the USA, Canada and the UK, the main source of financing for local
communities is the property tax, while in continental European countries a
complex combination of local property taxes with inter-budgetary transfers plays a
greater role. In some countries, in particular in Switzerland, Norway and Spain,
separate forms of taxation of the net wealth of individuals continue to function,
while a number of other countries have abandoned such an instrument due to the
complexity of administration and the risks of capital movements [9].

The current stage of property taxation development is characterized by the
active introduction of digital technologies into administration processes. The use
of integrated cadastral systems, electronic registers of property rights, automated
real estate valuation, geographic information systems and technologies for mass
valuation of real estate objects allows to significantly increase the transparency of
tax administration, reduce the costs of its implementation and minimize the
possibilities of tax evasion. It is digitalization that is currently considered by
international organizations as one of the key prerequisites for the effective
functioning of the property taxation system.

An important feature of modern models is also the gradual transition from
taxation of physical characteristics of property to assessing its market value. While
traditional systems were often based on the area of real estate or other quantitative
indicators, most modern models take into account the economic value of the asset,

its location, functional purpose, infrastructure and market conditions.
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From the perspective of modern financial science, property taxes implement a

complex of interrelated functions, each of which has independent significance for

the development of public finances and the economy as a whole.

Table 1

Main Functions of Property Asset Taxation of Individuals

Function

Description

Practical Significance

Fiscal function

Generation of stable public
revenues through the taxation
of property assets

Ensures sustainable financing
of state and local budgets

Regulatory function

Influences the structure and
efficiency of property owner-
ship and use

Encourages the rational and
productive use of real estate
and other assets

Redistributive (Social) func-
tion

Promotes a fairer distribution
of the tax burden according to
taxpayers' wealth

Contributes to reducing
wealth inequality and
strengthening tax equity

Incentive function

Stimulates the efficient utili-
zation of property and dis-
courages speculative owner-
ship

Increases the economic effi-
ciency of asset management

Local fiscal function

Provides a stable revenue
source for local governments

Strengthens the financial au-
tonomy and fiscal capacity of

municipalities

Source: Compiled by the author based on OECD, IMF, World Bank, and Tax Foundation
publications [4;7;8-10]

Despite the significant diversity of national tax systems, international practice
demonstrates a fairly unified approach to determining the objects of property
taxation. According to the OECD classification, property taxes cover both assets
owned by individuals and transactions for their acquisition, transfer or disposal. At
the same time, the structure of property taxation is formed depending on the
country's economic model, the level of development of the real estate market,
financial institutions and budgetary decentralization [4]. In most countries, the
basis of property taxation remains real estate and land plots, which are
characterized by a stable tax base and low mobility. In contrast, taxation of
financial assets, net wealth or luxury items is used much less frequently and

mostly performs a social and redistributive function. This approach is explained by
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the complexity of administration, high mobility of financial capital and the risk of

its movement to jurisdictions with a lower tax burden (Table 2).

Table 2
Classification of property taxes in international practice
Tax group Types of taxes
Recurrent taxes Real estate tax, municipal housing tax
Taxes on net wealth Tax on net assets of individuals
Property transfer taxes Inheritance, donation
Taxes on financial transactions Stamp duty, asset transaction tax
Taxes on luxury goods Expensive cars, yachts, luxury real estate

Source: summarized by the author based on OECD [4-6]

As shown in Table 2, the most universal type of property taxation remains the
property tax. Almost all OECD countries use it as a stable source of financing for
local budgets. In contrast, taxes on net wealth have survived only in some
countries, since their administration requires a comprehensive assessment of all
the taxpayer's assets and effective international exchange of tax information.

Another characteristic feature of modern systems is the gradual expansion of
the list of high-value assets that are considered objects of increased taxation.
These include luxury real estate, premium vehicles, private jets, yachts and other
luxury items. This approach is aimed not so much at increasing budget revenues as
at ensuring horizontal and vertical fairness of taxation.

An analysis of the practice of OECD countries allows us to identify several
basic principles that determine the effectiveness of the property tax system,
regardless of the specifics of national legislation. These include objectivity of
property valuation, regular updating of the tax base, transparency of
administration, digitalization of cadastral systems, stability of tax rules and
financial autonomy of local governments [6].

Of particular importance is the principle of correspondence of the tax base to
the market value of assets. In most developed countries, it is market valuation that
ensures a more equitable distribution of the tax burden among property owners. At

the same time, states use various models of mass real estate valuation, which
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makes it possible to minimize administrative costs and ensure regular updating of
information on the value of objects.

Despite the common objective of generating stable public revenues, property
taxation systems differ considerably across countries due to historical traditions,
institutional arrangements, fiscal decentralization, and legal frameworks.
International experience demonstrates that no universal model of property taxation
exists. Instead, countries have developed different approaches reflecting their
socioeconomic priorities, administrative capacities, and public finance structures.

From a comparative perspective, three principal models of property taxation
can be distinguished: the Anglo-Saxon model, the Continental European model,
and the Hybrid model. These approaches differ primarily in the composition of
taxable assets, valuation methodologies, allocation of tax revenues, and the degree
of local fiscal autonomy.

The Anglo-Saxon model is characterized by a strong reliance on recurrent
property taxation as one of the primary sources of local government financing.
Countries such as the United States, Canada, Australia, New Zealand, and the
United Kingdom employ market-based valuation systems, frequent reassessments
of taxable properties, and relatively high fiscal autonomy for municipalities.
Property taxes in these countries finance essential public services, including
education, local infrastructure, emergency services, and municipal administration.
Consequently, local governments possess significant incentives to maintain
accurate cadastral information and continuously improve tax administration.

In contrast, the Continental European model assigns a more balanced role to
property taxation within the overall tax structure. Countries including Germany,
France, Italy, Belgium, and Austria combine recurrent property taxes with broader
systems of intergovernmental fiscal transfers. Property taxation remains an
important component of municipal finance; however, local governments depend to
a greater extent on shared national taxes and equalization mechanisms. In many

European countries, cadastral values rather than fully updated market prices
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continue to serve as the principal tax base, although gradual reforms increasingly
incorporate market valuation techniques [7].

The Hybrid model combines elements of both approaches and is particularly
common among rapidly developing economies and countries undergoing fiscal
reforms. Estonia, Poland, the Czech Republic, South Korea, and several Central
and Eastern European countries have gradually modernized their property tax
systems by integrating digital cadastral databases, introducing automated valuation
procedures, and expanding municipal fiscal autonomy while preserving elements
of centralized tax administration [2].

An important trend observed across all three models is the growing emphasis
on administrative efficiency rather than increasing statutory tax rates. International
evidence suggests that improvements in valuation accuracy, digital infrastructure,
taxpayer compliance, and data integration often generate greater fiscal benefits
than raising nominal tax burdens. Consequently, recent reforms have focused on
strengthening institutional capacity and enhancing the quality of property tax

administration rather than fundamentally redesigning tax structures.

Table 3
Comparative Characteristics of International Property Tax Models
Model Representative coun- | Property | Main benefi- Main characteristics
tries valuation | ciary of reve-
basis nues
Anglo- USA, Canada, Unit- Market Local gov- High fiscal autonomy, fre-
Saxon ed Kingdom, Aus- value ernments quent reassessment, digital
tralia administration
. Cadastral Shared be- Moderate fiscal decentraliza-
Continental | Germany, France, It- | or adjust- | tween local . ! .
. tion, extensive tax equaliza-
European aly, Belgium ed market | and central tion
value governments
Estonia, Poland, Mixed Mainly local Digital transformation, grad-
Hybrid Czech Republic, valuation Y ual modernization, institu-
governments .
South Korea approach tional reforms

Source: Compiled by the author based on OECD Revenue Statistics, OECD Tax Policy
Reviews, IMF Fiscal Affairs Department reports, and the World Bank [4-6;7]
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The comparison presented in Table 3 indicates that differences among
national systems are determined primarily by institutional design rather than tax
rates. Countries characterized by high-quality digital infrastructure, regularly
updated valuation systems, and strong municipal fiscal autonomy generally
demonstrate higher revenue productivity and lower administrative costs. This
finding suggests that the effectiveness of property taxation depends more on
governance quality than on the formal level of taxation.

The taxation of luxury assets has become one of the most debated areas of
contemporary tax policy. Growing wealth inequality, increasing concentration of
high-value assets, and rising fiscal pressures have encouraged many governments
to reconsider the role of luxury taxation within broader fiscal strategies. Unlike
recurrent property taxes, luxury taxes primarily pursue redistributive objectives by
targeting assets that reflect exceptional levels of wealth rather than basic property
ownership.

International practice demonstrates substantial diversity regarding the
definition of luxury assets. While high-value residential properties remain the
most common taxable objects, many jurisdictions also impose additional taxes on
premium vehicles, yachts, private aircraft, luxury boats, second homes, and
expensive real estate transactions. Several countries supplement these measures
with progressive transfer taxes or annual wealth-related levies [7].

Recent policy reforms indicate a gradual shift from narrowly defined luxury
taxes toward broader taxation of high-value property portfolios. Rather than
introducing separate taxes on individual luxury goods, governments increasingly
rely on progressive property taxation, differentiated transfer taxes, and enhanced
taxation of multiple residential properties. This approach reduces administrative
complexity while improving horizontal equity among taxpayers.

Another notable trend concerns the growing use of digital property databases
and integrated financial information systems to identify high-value assets more

accurately. Artificial intelligence, electronic registries, and automated risk
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assessment tools enable tax authorities to detect underreported ownership, improve
valuation accuracy, and reduce opportunities for tax avoidance.

Modern luxury taxation therefore increasingly combines traditional fiscal
instruments with advanced digital administration, reflecting the broader
transformation of public finance systems in the digital economy.

Inheritance, gift, and net wealth taxes constitute a distinct category of
property taxation designed primarily to address wealth concentration and promote
intergenerational equity. Unlike recurrent property taxes, these instruments are not
intended to provide stable budget revenues but rather to complement broader
redistribution policies. Consequently, their fiscal contribution remains relatively
modest in most countries, while their socioeconomic significance continues to
stimulate extensive academic and policy debate.

International practice demonstrates considerable divergence in the application
of these taxes. Countries such as France, Spain, Japan, Belgium, and South Korea
continue to levy inheritance and gift taxes, although tax rates, exemption
thresholds, and valuation methods vary substantially. Switzerland applies
inheritance taxation at the cantonal level, whereas the United States imposes a
federal estate tax only on estates exceeding a high exemption threshold. By
contrast, Australia, Canada, Sweden, Norway, and several Central and Eastern
European countries have abolished inheritance or estate taxes, citing high
administrative costs, limited fiscal returns, and concerns regarding capital
mobility.

Net wealth taxes have followed a similar trajectory. During recent decades,
many OECD members repealed such taxes because of valuation difficulties,
opportunities for tax avoidance, and increasing international mobility of financial
assets. At present, only a limited number of countries, including Switzerland,
Spain, and Norway, continue to apply comprehensive net wealth taxation, while
others have replaced it with more targeted taxation of high-value real estate,

capital gains, or luxury assets.
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Recent international reforms indicate a gradual shift from broad-based wealth
taxation toward more administratively efficient instruments. Governments
increasingly prefer recurrent property taxes, progressive taxation of expensive
residential property, and digital monitoring of high-value assets. This transition
reflects the growing importance of administrative feasibility, transparency, and
taxpayer compliance in contemporary tax policy. Consequently, the effectiveness
of property taxation is now determined less by the diversity of tax instruments
than by the quality of digital administration, integrated property databases, and the
capacity to accurately identify taxable wealth.

The digital transformation of the global economy is reshaping the
architecture of property taxation by expanding the availability of real-time data,
improving valuation accuracy, and strengthening tax administration. Digital
cadastral systems, interoperable land registries, automated valuation models,
artificial intelligence, and geospatial technologies have become integral
components of modern property tax systems. These innovations enable
governments to reduce administrative costs, improve compliance, and ensure
greater transparency in the assessment of taxable assets.

Another significant trend concerns the transition from transaction-based
taxation toward continuous monitoring of property ownership and market values.
Rather than relying solely on declarations submitted by taxpayers, tax authorities
increasingly utilize integrated digital platforms that combine information from
cadastral records, financial institutions, business registers, and other public
databases. This data-driven approach enhances the reliability of tax assessments
while reducing opportunities for tax evasion and undervaluation of assets.

At the same time, governments are placing greater emphasis on equity and
sustainability when designing property tax reforms. Many countries have
introduced differentiated taxation of high-value residential property, vacant
housing, second homes, and environmentally inefficient buildings. These
measures demonstrate that property taxation is evolving beyond its traditional
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fiscal role and is increasingly used to support broader public policy objectives,
including affordable housing, sustainable urban development, and climate
resilience.

Overall, international experience confirms that the future effectiveness of
property taxation will depend less on increasing statutory tax rates than on
improving institutional quality, expanding digital infrastructure, and integrating
property taxation into comprehensive digital governance systems. These
developments provide an important analytical framework for assessing the current
state of property taxation in Ukraine and identifying priorities for its further
modernization in line with international standards.

The research demonstrates that property asset taxation has evolved from a
traditional fiscal instrument into a multidimensional policy mechanism supporting
sustainable public finance, fiscal decentralization, social equity, and efficient asset
allocation. International experience confirms that recurrent property taxes remain
among the most stable and economically efficient sources of public revenue due to
the immobility of the tax base and their relatively limited distortionary effects on
investment and labour market decisions.

Comparative analysis reveals that contemporary property taxation systems
are increasingly characterized by the integration of market-based valuation
approaches, automated assessment techniques, digital cadastral systems, and
interoperable public registries. These institutional developments have substantially
improved administrative efficiency, valuation accuracy, taxpayer compliance, and
the transparency of tax administration. Consequently, the effectiveness of property
taxation depends not only on statutory tax rates but also on the quality of digital
governance and institutional capacity [2].

The research further indicates that countries apply different models of
property taxation depending on their fiscal traditions, decentralization frameworks,
and administrative capabilities. Anglo-Saxon countries rely extensively on

recurrent property taxation as a major source of municipal finance, whereas
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Continental European countries combine property taxes with broader fiscal
equalization mechanisms. Despite these differences, international practice
demonstrates convergence toward common principles, including transparency,
regular property reassessment, digital administration, and equitable allocation of
the tax burden.

The analysis of luxury taxation, inheritance taxation, and net wealth taxes
shows that these instruments currently perform primarily redistributive rather than
fiscal functions. Many countries have gradually shifted from comprehensive
wealth taxation toward more targeted taxation of high-value real estate and luxury
assets because these approaches provide greater administrative efficiency while
maintaining social fairness. At the same time, inheritance and gift taxes continue
to play an important role in limiting excessive intergenerational concentration of
wealth in several OECD member states [5].

Digital transformation has become one of the defining characteristics of
modern property taxation. The implementation of Geographic Information
Systems (GIS), Automated Valuation Models (AVMs), artificial intelligence, big
data analytics, blockchain technologies, and integrated electronic registries enables
governments to modernize property valuation, strengthen tax compliance, reduce
administrative costs, and improve public confidence in tax systems. Digitalization
is therefore emerging as a strategic prerequisite for future property tax reforms
rather than merely a technological innovation [3].

The assessment of the Ukrainian property taxation system indicates that
significant progress has been achieved through fiscal decentralization and the
introduction of recurrent property taxation. Nevertheless, several structural
challenges remain, including the predominance of area-based taxation, incomplete
integration of public registries, limited application of market valuation
methodologies, and the relatively narrow scope of taxation of high-value assets.
These factors constrain both the fiscal productivity and the distributive
effectiveness of property taxation.
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The findings suggest that further modernization of the Ukrainian system
should focus on expanding digital infrastructure, introducing mass market
valuation techniques, strengthening interoperability among cadastral and tax
databases, improving data quality, and enhancing risk-based tax administration.
Aligning national property taxation with international best practices should
emphasize institutional modernization and digital transformation rather than
increasing tax rates. Such reforms would contribute not only to stronger local
public finances but also to greater transparency, administrative efficiency, and
long-term fiscal sustainability.

Furthermore, future research should focus on evaluating the long-term fiscal
and socioeconomic effects of digital property taxation, particularly in the context
of rapidly evolving digital governance systems and cross-border information
exchange. Comparative studies involving OECD member states and emerging
economies may provide valuable evidence for identifying the most effective
institutional models and policy instruments. Ultimately, the successful
modernization of property asset taxation requires a balanced combination of
technological innovation, sound fiscal policy, and strong institutional capacity to

ensure both revenue sustainability and equitable taxation.
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