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Recycling Congestion Tolls through Property Taxes
and Its Policy Implication
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Abstract

The existing literature mostly discusses recycling Pigouvian taxes through labor income tax.
In this paper, we recycle congestion tolls through property taxes. Local governments play the
central role in the delivery of transport services in major metropolitan areas around the
world, and a sizable amount of local governments' budget is spent for local transport
projects. For these reasons, recycling the toll revenues through local governments' fiscal
system is not only fiscally pertinent but also politically meaningful. However, the lowered
property taxes may work as a factor instigating geographical expansion of a city, and the
welfare is lowered by that much.
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Figure 1. Development profit and population
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