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On Production Efficiency As An Explanation Of

The Property Tax Rate Increase
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ABSTRACT

Property tax as the major basis for local finance has the general trend to increase its rate. The trend has
traditionally been explained by slower growth of property value relative to growth of income or demand for
public services. The article provides an additional explanation. The property tax is treated through public
expenditure as input, together with private investments, to the production of community residential services.
The community act as a firm to determine the optimum property tax as production decision. It is shown that

on efficiency ground alone the tax rate will increase as the community income increases.

(Keywords: Property Tax, Residential Services, Optimum Tax, Local Finance)
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