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A Comparative Analysis on the Effect of Housing Funds Special Deductions
and Monthly Rent Tax Credit on Housing Ownership for Non-Homeowning
Wage Earners

VR - RBIGI - QJigolexs

Sung Tai Kim** - Min-hye Jo*** - Byung In Lim****

Abstract
Using the National Survey of Tax and Benefit from 2008 to 2021, this study examines the effects of special
deduction for housing funds (debt service payment of housing rental loans and long-term mortgage interests)
and tax credits for monthly rent on home ownership of salaried workers without homeownership. The results
indicate that, others being constant, households in metropolitan areas exhibit a lower probability of
homeownership compared to non-metropolitan counterparts, with this probability rising as household size
increases. Among housing types, apartments show the highest homeownership likelihood, followed by
townhouses and single-family homes. The two special income deduction schemes reduce the user cost of
homeownership through price and wealth effects, facilitated by housing fund accumulation, thereby enhancing
homeownership probability. Conversely, tax credits for monthly rent reduce homeownership likelihood via
price effects. These findings suggest that income deductions and rent tax credits exert distinct and contrasting
influences on home purchase decisions.

Keywords: Special Deduction for Housing Funds, Special Deduction for Repayment of Principal and Interest on
Housing Rental Loans, Special Deduction for Long-Term Mortgage Interest Deduction, Tax Credit for
Monthly Rent, National Survey of Tax And Benefit
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Table 1. Trends in the Number of Applicants for Special Deductions and Tax Credits

Special deduction

Special deduction

Housing Long-Term Housing Rental Long-Term
Rental Loan Housing Tax Credits Loan Housing  Tax Credits
Year Principal and Mortgage Loan For Monthly | Year Principal and Mortgage Loan for Monthly
Interest Interest Rents Interest Interest Rents
Repayment  Repayment Repayment Repayment
Amount Amount Amount Amount
467,921 1,210,782 244,763
2010 132,947 713,679 11,954 2016 (9.8) (14.2) (19.5)
2011 183,425 747,209 11,821 2017 517,044 1,328,370 293,694
(38.0) (4.7) (-1.1) (10.5) (9.7) (20.0)
2012 239,103 613,761 85,350 2018 614,294 1,459,748 339,762
(30.4) (-17.9) (622.0) (18.8) (9.9) (15.7)
2013 273,305 708,552 107,416 2019 755,985 1,586,728 400,265
(14.3) (15.4) (25.9) (23.1) (8.7) (17.8)
2014 381,314 886,313 162,484 2020 877,662 1,702,853 537,064
(39.5) (25.1) (51.3) (16.1) (7.3) (34.2)
2015 426,000 1,059,893 204,873 2021 1,008,976 1,797,273 580,173
(11.7) (19.6) (26.1) (15.0) (5.5) (8.0)

Note: ( ) year-on-year change rate, Source: National Tax Service (2023)
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Table 2. Trends of Residence Type by Year (2006~2019)

Long-Term Guaranteed  Monthly

Year Income Class House Rental Monthly Rent W/ Monthly Free
Owned . . Rent
Deposit Rent Deposit
Total 55.6 22.4 15.3 2.1 1.6 3.1
High 49.66 18.79 20.31 4 3.14 4.1
2006 Middle 55.29 26.46 14.15 0.83 0.72 2.54
Low 66.97 23.19 7.19 0.22 0.25 2.18
Total 56.4 22.3 14.8 1.9 1.5 3
2008 High 51.9 16.84 20.48 3.83 2.71 4.25
Middle 54.7 27.75 13.42 0.88 0.82 2.43
Low 69.36 22 6.28 0.29 0.27 1.8
Total 54.25 21.66 18.16 1.97 1.3 2.66
High 46.85 16.78 25.76 4.06 2.81 3.74
2010 Middle 54.02 25.05 17.13 0.96 0.55 2.3
Low 69.5 22.96 5.61 0.32 0.19 1.42
Total 53.75 21.79 18.6 2.71 0.31 2.83
High 50.45 13.79 26.43 4.87 0.66 3.79
2012 Middle 51.83 26.89 16.94 1.6 0.09 2.66
Low 64.57 27.69 5.94 0.55 0.04 1.22
Total 53.64 19.6 21.83 1.35 0.73 2.84
High 47.52 14.24 29.43 2.92 1.68 4.21
2014 Middle 52.17 23.29 21.43 0.58 0.24 2.29
Low 69.46 20.81 7.72 0.21 0.18 1.63
Total 56.8 15.5 20.3 2.7 0.7 4
High 46.2 12.9 28.7 5.2 1.4 5.6
2016 Middle 59.4 18.1 17.8 1.1 0.3 3.4
Low 73.6 15.9 7.6 0.6 0.1 2.2
Total 57.7 15.2 19.9 2.6 0.8 3.9
High 47.5 11.5 28.9 5.3 1.6 5.1
2017 Middle 60.2 18 17 1 0.2 3.6
Low 73.5 17.1 6.9 0.2 0.1 2.3
Total 57.7 15.2 19.8 3.3 - 4
2018 High 47.2 11.6 29.1 6.6 - 5.4
Middle 60.1 18.1 16.9 1.5 - 3.5
Low 75.2 16.1 6.2 0.4 - 2
Total 58.0 15.1 19.7 3.3 - 3.9
2019 High 46.4 10.9 29.5 7.2 - 5.9
Middle 59.6 18.7 17.4 1.2 - 3.2
Low 76.1 15.3 6.2 0.4 - 1.8

Source: Korea Housing Survey (2006~2019) (Ministry of Land, Infrastructure and Transport, 2023), excerpt from
general house
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Table 3. Summary Statistics (Unit: Korean Ten Thousand Won)
Sex of Number of HOTRC e Dummy of

Year HO;ZZ}:;)M Family Single Family Metropolitan

(Male=1) Members House Apartment  Townhouse (Metropolitan=1)
2008 0.825 3.018 0.366 0.445 0.113 0.383
2009 0.826 3.071 0.358 0.453 0.126 0.382
2010 0.818 3.075 0.357 0.460 0.116 0.382
2011 0.813 3.067 0.357 0.477 0.113 0.382
2012 0.810 3.046 0.363 0.484 0.113 0.382
2013 0.803 3.007 0.356 0.488 0.117 0.382
2014 0.795 2.949 0.356 0.491 0.114 0.381
2015 0.787 2.888 0.346 0.503 0.118 0.381
2016 0.778 2.836 0.337 0.510 0.119 0.381
2017 0.773 2.787 0.332 0.512 0.123 0.379
2018 0.764 2.738 0.328 0.515 0.124 0.378
2019 0.759 2.704 0.322 0.520 0.127 0.378
2020 0.751 2.651 0.321 0.530 0.121 0.377
2021 0.745 2.596 0.319 0.535 0.117 0.377

Current il;nzﬂi?‘;? gy
Year Income/ Asset Debt .

Month SPeCI_al 25~34 35~44 45~54 55~64 65~

Deductions

2008 269 5,115 3,442 6 0.116 0.252 0.258 0.178 0.196
2009 270 5,023 3,703 15 0.092 0.249 0.264 0.186 0.209
2010 280 5,642 2,165 25 0.076 0.238 0.264 0.198 0.224
2011 302 7,295 4,134 36 0.059 0.224 0.273 0.201 0.242
2012 313 7,169 4,140 48 0.048 0.211 0.264 0.216 0.261
2013 324 7,129 4,480 58 0.036 0.199 0.266 0.221 0.279
2014 330 7,595 4,306 68 0.024 0.186 0.269 0.221 0.301
2015 339 7,572 4,323 77 0.022 0.165 0.269 0.231 0.314
2016 347 7,596 4,381 88 0.016 0.143 0.269 0.244 0.329
2017 357 8,285 4,719 100 0.011 0.128 0.261 0.255 0.345
2018 370 8,783 4,659 111 0.008 0.107 0.260 0.262 0.363
2019 395 8,971 4,863 126 0.005 0.087 0.257 0.271 0.380
2020 394 9,464 4,744 142 0.002 0.078 0.244 0.273 0.404
2021 395 10,208 5,304 157 0.002 0.063 0.231 0.280 0.425

Source: Korea Institute of Public Finance (2023)
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Table 4. Description of Explanatory Variables

Classification Details Variable Name

Current Income/month Y,

log (current income)xAge Dummy Y, x agedumimy,

Economic Factor

Asset asset
Debt debt
Variable Related to User Cost of Owning a House e

Dummy for Housing rental loan
principal and interest repayment amount

Institutional Factor ~ Dummy for Long-term housing mortgage loan fsddum
Interest repayment amount
Dummy for Tax Credits for Monthly Rents rtedum
log (Cumulative Amount of Special Deductions) cdeductions

Age Dummy agedummy,
Sex of Household Head (Male=1) male
Household :
Characteristics Factor Number of Family Members members
Dummy for House Type hhtype
Dummy for Metropolitan (Metropolitan=1) metrodum
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Table 5. Estimation Results of Determinants of House Ownership

Variables

log (current income)

Total Period

Pooled OLS
0.096*** (7.088)

Fixed Effect Model
0.241*** (6.217)

Random Effect Model
0.205*** (5.945)

log (current income)xAge Dummy (25~34)

0.191** (2.039)

-0.152 (-1.135)

-0.090 (-0.647)

log (current income)xAge Dummy (35~44)

0.070** (2.029)

-0.142** (-2.014)

-0.069 (-0.982)

log (current income)xAge Dummy (45~54)

0.297***(10.021)

-0.101 (-1.508)

-0.007 (-0.117)

log (current income)xAge Dummy (55~64)

0.066** (2.782)

-0.184*** (-3.152)

-0.144%%* (-2.626)

log (Financial Asset + Other Asset)

-0.085%** (-14.715)

-0.450%** (-24.695)

-0.441%** (-25.554)

log (Total Debt)

0.118** (36.545)

0.176%* (25.234)

0.199** (28.157)

Variable Related to User Cost of Owning a House
(7,¢)xhsddum

0.083* (3.897)

0.057* (2.592)

0.069*** (3.009)

Dummy for Tax Credits for Monthly Rents

-2.830*** (-10.768)

-1.238%** (-2,735)

-1.744*%* (-3,765)

log (Cumulative Amount of Special Deductions)

0.108*** (12.793)

0.265*** (10.459)

0.282*** (11.639)

Age Dummy (25~34)

-3.630%** (-7.004)

-1.800%* (-2.384)

-3.400%** (-4.340)

Age Dummy (35~44)

-2.422%%* (-12.596)

-1.484*** (-3.578)

-2.905%** (-7.140)

Age Dummy (45~54)

-3.068*** (-18.965)

-0.756* (-1.954)

-2.020%** (-5.507)

Age Dummy (55~64)

-0.824%* (-6.808)

0.820*** (2.619)

0.228 (0.784)

Sex of Household Head (Male=1)

0.836*** (26.486)

1.028** (7.910)

1.516*** (12.601)

Number of Family Members

0.241% (18.472)

0.661%* (15.817)

0.711%* (17.758)

House Type (Single Family House=1)

0.583** (9.648)

0.964* (5.901)

1.158*** (7.237)

House Type (Apartment=1)

1.063*** (17.781)

1.936*** (11.994)

2.203*** (13.826)

House Type (Townhouse=1)

0.388% (5.924)

1.498** (8.565)

1.550*** (8.988)

Dummy for Metropolitan (Metropolitan=1)

-0.590%** (-22.739)

-0.809*** (-3.488)

-1.374% (:9.217)

Constant -0.300*** (-3.511) 1.737*** (6.326)
log likelihood -2.10e+04 -4794.556 -1.06e+04

chi? 8613.952 3317.520 2620.859

N 41,782 15,951 41,782
Hausman test chi® - 318.93***

Note: *, **, *** means 10%, 5%, 1% significance level of t-value, respectively.
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