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Abstract. In recent years, the demand of houses is booming, making the house price increase sharply.
Tax is a “visible hand” of government in regulating economy, that the allocation of marketing
resources can be optimized to improve the social welfare, by reforming the tax system reasonably.
Based on the theory of equilibrium, this paper analyzes the effect of turnover tax reduction and
property tax levy on housing price. Then, from the perspective of game theory, it makes analysis
about how will they act if the central government rewards local governments incentively for
reforming the tax system, What’s more, it also analyzes how the equilibrium solution of game
interprets the principal-agent relationship between central government and local governments. At last,
this paper puts forward reasonable suggestions accordingly.
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