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During the past recession, house prices plummeted to record lows. However, empirical 

research shows that, on average, property tax revenues for local governments have not decreased. 

My paper will attempt to explain this paradox by arguing that an information asymmetry exists 

in the process used by local authorities to assess and tax private properties. I use Palm Beach 

County, FL as a case study to illustrate my hypothesis. This information asymmetry, 

characterized by the lack of transparency in the property assessment and taxation process, is 

exploited by local government to conceal its revenue-maximizing behavior. The analysis of this 

behavior, captured through the lens of the Leviathan model, allows us to uncover the moral 

hazard at play whereby local governments seek to maximize their revenues through ways 

obscure and elusive to the general public.
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Palm Beach County Property Taxes: An Example of the Leviathan Model 

 

 

“C'est une expérience éternelle que tout homme qui a du pouvoir est porté à en abuser; il va 

jusqu'à ce qu'il trouve des limites”. —Montesquieu, De l'Esprit des Lois 

 

1. Introduction 

In 2012, the Board of Palm Beach County Commissioners (the Board) unanimously 

signed off on the County’s $3.2 billion spending plan for the fiscal year beginning in September 

of that year. In the following meeting, the Board promptly started discussing raises for the 

county employees as part of the coming year’s budget. “Several commissioners said they would 

consider the pay increase if the housing market continues to improve” (Sorentrue, 2012: 1). This 

statement illustrates the conventionally accepted link between county revenue and property 

values. As a result of this budget proposal, the homeowner would see an increase of 3.9 percent 

in the county portion of his or her tax bill. This percentage might seem insignificant until one 

considers that, in 2011, the Palm Beach County Tax Collector’s Office collected $2.9 billion in 

property taxes. The distributions of these revenues to the County, school board and 

municipalities counted for almost $2.1 billion (PBTC, 2011). 

 Property tax revenue being one of the major sources of revenue for the County, property 

owners in society should strive to understand the taxation process. The official answer to the 

question of how property values are assessed is merely that it is based on “comparable sales.” 

“Comparable sales” implies that, ceteris paribus, the value of any given property should be 

comparable to the value of a similar property recently sold on the market (PAPBC, 2012). No 

matter how simple this process may sound, collecting and computing housing data is extremely 
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abstruse. The process starts with collecting information on the individual property. State 

legislation dictates the information that must be included in property assessment such as: 

1. A general identification and description of the property or, when more than one item 

constitutes a class of similar items, a description of the class. 

2.  The location of such property.  

3. The original cost of such property and, in the case of a class of similar items, the 

average cost.  

4. The age of such property and, in the case of a class of similar items, the average age.  

5. The condition of such property, including functional and economic depreciation or 

obsolescence. 

6. The taxpayer’s estimate of fair market value. 

Each section in the guideline is weighted differently and is left to the discretion of the County 

Appraiser. The information collected for all private properties is then recorded in order to supply 

data for the software program that makes the computations.  

The process used by the County Property Appraiser to calculate the value of properties is 

obscured from even realtors, real estate lawyers and other professionals in the real estate market. 

There is thus an asymmetry of information between the taxation process undertaken by the 

County and the information available to the general public. The empirical literature on the actual 

process of calculating property taxes is almost nonexistent. The calculation of property values 

and taxation is left to the Property Appraiser, whom the public trusts will make the “right 

decisions”. A large proportion of society merely accepts the property value given to them prima 

facie.  
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Although this asymmetry of information is reason enough to warrant a thorough 

investigation of the County’s actions, the story becomes more complicated when we introduce 

the concept of a revenue-maximizing government. Brennan and Buchanan (1980) believe that 

governments are not only inefficient, but they engage in revenue-maximizing behavior. Their 

revenue-maximizing model, also known as the Leviathan model, states that governments 

maximize revenues from whatever sources are made available to them constitutionally (i.e., 

property tax, income tax, etc.). Such an objective would suggest that governments have a 

penchant to manipulate tax structures to an inefficient level. 

This paper will argue that an information asymmetry exists in the process used by local 

authorities to assess and tax private properties; and that this asymmetry of information is 

exploited by local government to conceal its revenue-maximizing behavior. I use Palm Beach 

County, FL as a case study to illustrate my hypothesis. The analysis of this behavior, captured 

through the lens of the Leviathan model, allows us to uncover the moral hazard at play whereby 

the local government seeks to maximize its revenues through ways obscure and elusive to the 

general public.  

In order to demonstrate this phenomenon, I will explain the Leviathan model in chapter 2, 

and the budget process for the County in chapter 3. I will then analyze the property appraisal 

process and show that the Leviathan model correctly illustrates the behavior of the County in 

chapters 4 and 5, respectively. 
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2. The Leviathan Model 

1. Nature of Government 

While the Property Appraiser’s assessment and taxation of private properties affects close 

to 400,000 homeowners in Palm Beach County (U.S. Census Bureau, 2010), very few 

individuals have sought to uncover and understand the process used by the Property Appraiser. 

This lack of interest can be partially explained by Downs’ notion of rational ignorance, which 

states that acquiring information about politically-provided goods and services is costly at the 

margin and will exceed the marginal benefit for most individuals (Downs, 1957). As a result, 

individuals do not devote the time to educate themselves and understand political issues.  

The insouciance of individuals in society is disquieting considering the present 

democratic setting in which there is a formal contract between society and a representative 

government. In this constitutional framework, individuals naturally expect the representative 

government to represent and be fully responsive to their interests. This expectation perfectly 

illustrates the Principal-Agent problem in which one group of individuals, the principal, hires an 

agent (i.e., the public official) to perform tasks on its behalf. However, the principal cannot 

ensure that the agent performs these tasks exactly as demanded because it is either impossible or 

too expensive to monitor the agent’s actions; and the incentives of the agent are assumed to 

differ from those of the principal. As a result, agents can advance their own interests at the 

expense of the principals. This model therefore postulates a difference between what 

governments “ought” to do and what they actually do.  To this effect, Brennan and Buchanan 

state, “...governmental-political institutions are inappropriately modeled if they are interpreted as 

devices or mechanisms for finding the independently ‘best’ or ‘optimum’ answers or solutions to 

problems that arise” (Brennan and Buchanan, 1980: 17). 
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Buchanan refers to this naturalistic fallacy of a fully responsive government as a 

“romantic” and naïve point of view (Buchanan, 1979). “The very principle of constitutional 

government requires it to be assumed that political power will be abused to promote the 

particular purposes of the holder; not because it always is so, but because such is the natural 

tendency of things, to guard against which is the especial use of free institutions” (Mill, 1977: 

505). This fundamental view of government leads Brennan and Buchanan to reject “the 

benevolent, potentially efficient despotism that is the implicit political model dominant in the 

conventional normative policy framework, in fiscal theory and elsewhere” (Brennan and 

Buchanan, 1980: 17).  

 

2. Nature of the Bureaucracy 

In agreement with the standard public choice critique of governments, Buchanan (1979) 

points out that the legislative control over the bureaucracy is severely limited. As such, “modern 

government is complex and many-sided, so much so that it would be impossible for legislatures 

to make more than a tiny fraction of all genuine policy decisions. Discretionary power must be 

granted to bureaucrats over wide ranges of decision” (1979: 9). Thus, a thorough understanding 

of bureaucracy is cardinal. 

 Within the bureaucracy, the employees face different incentives than in a free-market 

firm. The bureaucrat’s utility is essentially a function of power, prestige, pay and promotion 

(Niskanen, 1971). As every other rational individual, the bureaucrat wants to maximize his utility 

which is equivalent to maximizing the budget. The bureaucrat’s salary is unrelated to output, but 

often related to processes and rule-following. The employee has a vested interest in pleasing his 
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immediate superiors. The rule-following bureaucrat enjoys tenure and has no incentives to 

innovate within the bureaucracy. 

The bureaucracy itself has no incentives to pursue efficiency in operations or in cost-

effectiveness. The bureau will not ask for a budget resulting in the optimal output where 

marginal public benefit equals marginal cost. In pursuing budget maximization, the bureau seeks 

to maximize output culminating into incurring higher costs. Even more important is the fact that 

this bureaucratic behavior does not jeopardize the bureau’s finances. There are essentially no 

risks of bankruptcy since there will be no shortage of revenues as long as there are taxpayers. 

Moreover, the bureaucracy faces no competition like a free-market organization would. A private 

firm must consistently compete and innovate to stay relevant in the market. Inasmuch, the 

bureaucracy exhibits behaviors of a monopoly resulting in misallocations of societal resources. 

In fact, according to Milton Friedman’s “Gammon’s Law”, an increase in expenditure in a 

bureaucratic system will be matched by a fall in production. Such systems act rather like ‘black 

holes’ in the economic universe, simultaneously sucking in resources, and shrinking in terms of 

‘emitted’ production (Friedman, 1991). 

The “measurement problem” also plagues bureaucratic management. It becomes difficult 

to determine the efficiency of an agency when only the bureau truly knows its production 

function, as opposed to the regulators. How would we measure how the Department of Defense 

provide defense? And how would we determine how Medicaid provides medical aid? How can 

we possibly determine the efficiency of the County Tax Collector? The problem arises when the 

bureaucracy submits a budget subject to the approval of regulators (legislators) who cannot 

effectively calculate the efficiency of the organization.  Such a system would also run into the 

feedback problem. Tullock concludes that “most modern governmental hierarchies are much 
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beyond their efficient organizational limits” (1965: 177). This statement was made back in 1965. 

Now imagine the hierarchal problems in control and communication between the different levels 

of the bureaucracies and regulators in present times. 

 

3. Failure to Restrain Government  

Given the natural tendency of government to abuse power, it becomes necessary to 

analyze society’s ability to constrain government. Scholars have argued that voters can restrain 

government by the electoral process. In other words, if voters are unsatisfied with officials, they 

can simply vote for new officials. This view assumes that elected officials, being themselves 

rational and utility-maximizing individuals, will accurately reflect the desires of the voters and 

thereby restrain themselves according to the prescribed societal level. Brennan and Buchanan 

(1980) do not deny that electoral processes may constrain government in some cases; however, 

they argue that the assumption that electoral processes are sufficient to constrain government is 

fatuous.  

Historical facts have shown that over the last century, the United States government has 

grown enormously to a magnitude completely unimagined by the Founding Fathers. All levels of 

government spending in the United States have steadily increased from 7 percent of GDP in 

1902 to 40 percent today (U.S. Government Spending, 2012). Considering that the U.S. GDP 

was $15 trillion in 2011, government spending was $6 trillion ($6,000,000,000,000). This 

increase in spending can be seen as a proxy for measuring the size of government. In other 

words, nearly half of the GDP of the U.S. is used by the government. Brennan and Buchanan 

therefore come to the conclusion that the United States government, “in its current institutional 

setting, is close to being out of the control of the electorate. Governments today seem to be 
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substantially closer to the revenue-maximizing margins of behavior than they were in preceding 

decades and centuries” (1980:32); and that statement was made in 1980 when total government 

spending in the United States was $ 1.02 trillion (U.S. Government Spending, 2012).   

 

4. The Leviathan model 

If government is unconstrained by the electoral process, the question arises as to how 

such government is to be modeled. Brennan and Buchanan (1980) present the simplest version of 

the model that presumes that governments maximize revenues from whatever sources of taxation 

are made available to them constitutionally (i.e., property taxes, income taxes). If there are no 

constraints on how the revenues may be spent, then the revenue becomes equivalent to private 

income to the governmental officials.  

If constitutional constraints exist, then Brennan and Buchanan (1980) propose the 

framework for the revenue-maximizing model to be: 

S = (1 - α)R,                                                                   (1) 

where R represents total revenues (e.g., property taxes, sales tax, and income tax). Constitutional 

constraints on the use of revenue require that some proportion, α, of total revenues be spent on 

specified public goods and services. This ratio is ideally applied to total revenues to assure an 

adequate level of public goods and services. Government surplus, S, is the revenue left to 

government for discretionary disbursement (Brennan and Buchanan, 1980: 27).  Any increases in 

R, keeping all other variables constant, results in an increase in S. We can now see the incentive 

for government to maximize revenues in order to maximize discretionary spending (S). The 

model also demonstrates that there are no incentives for government to support higher levels of 
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public goods since higher levels of α result in lower discretionary spending as illustrated by the 

equation. 

Taxpayers would prefer to have α set equal to 1, so that the entire revenue collected is 

expended on goods and services benefiting the society. In practice, this is almost never the case. 

Brennan and Buchanan argue that, in the case of a constitutional rule specifying that tax revenues 

be spent only on the financing of genuinely public goods and services, governmental decision 

makers maximize their utilities by financing public goods and services in such quantities as to 

attain their own satiation levels. This maximization becomes possible if they can manipulate the 

tax system so that they themselves pay no tax. In the familiar case where direct monetary 

transfers are constitutionally constrained to flow directly from tax revenues toward those 

members of the community classified as living in poverty, the authors argue that government 

officials will “secure indirect transfers via the ‘welfare bureaucracy’” (Brennan and Buchanan, 

1980: 35).   

On the other hand, Tiebout (1956) concludes that, in local communities, voters can 

efficiently “vote with their feet” rather than by the ballot box thereby overcoming the free rider 

problem and the consequent need for a political allocation of public goods.  Fischel (2000) 

elaborates on Tiebout’s analysis of local expenditures and argues that local governments 

efficiently reflect voters’ preferences in the case of property taxes. Fischel states that,   

“Homeowners want local officials, their board of directors, to choose the mix of 

spending, taxes, and land-use regulations that maximizes the value of their homes. 

This choice has the benign effect of making the local property tax into a fee for 

service and an efficient form of taxation…Voters will accept an increase in this 

fee for specific services if the value of the service redounds to their net benefit” 

(Fishel, 2000: 2).  
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However, Fishel fails to recognize the local government’s internalization of the voters’ marginal-

benefit-equals-marginal-costs rationale into its own decision-making. In other words, local 

government realizes that voters will not react to an increase in property taxes as long as the 

voters feel that they are receiving an equal increase in public service. Therefore under the ruse of 

increasing taxes to benefit the local residents, the local government is, in fact, maximizing its 

own revenue. This revenue-maximizing behavior is especially alarming when there are no formal 

constraints specifying how the tax revenues should be spent.   

Furthermore, the expenditures of governments are not by any means restricted to the 

financing of genuine public goods and services. Although α reserves a proportion of revenues, R, 

to be used for publicly provided goods, the government still has discretion over what goods it 

will provide. Hence, there is the possibility of governments using revenue to redistribute in their 

own direction due to the private dimensions of goods publicly supplied. This characteristic of 

publicly-provided goods also creates incentives for government to expand budget size. 
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Chapter 3. The Budget Process 

 1. The Budget Process 

This chapter reviews the process through which Palm Beach County sets up and obtains 

revenues for its budget as outlined in Chapter 129 of the Florida Legislation. The County 

functions on a fiscal year starting October 1 and ending on September 30
th

 of each year. Before 

June 1 of each year, the sheriff, the clerk of the circuit court, county controller, the tax collector, 

and the supervisor of elections each submit to the Board of County Commissioners (the Board)  a 

tentative budget for their respective offices for the following fiscal year. The County budget 

officer then prepares a tentative budget encompassing all the projected expenses for the ensuing 

year. Florida statutes stipulate that the budget needs to include all estimated receipts, taxes to be 

levied, estimated expenditures, reserves, and balances to be carried over at the end of the year 

(Florida States, 2012: 129). This budget is then presented to the Board for approval. One 

important stipulation is that revenues must equal expenses. 

 The Board subsequently prepares a statement summarizing all of the adopted tentative 

budgets that must also include the proposed tax millages, balances, reserves, and the total of each 

major classification of receipts and expenditures. The Board has to advertise this proposed 

budget to the general public and ensure a series of public hearings to adopt a final budget. The 

tentative budget must be posted on the County’s official website at least two days before the 

public hearings. These hearings are primarily used to inform government of the requests and 

complaints from the public regarding the budget and the proposed tax levies although the extent 

to which these requests and complaints are implemented is questionable.  
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The final budget must be posted on the website within 30 days after its adoption by the 

Board. The tentative departmental budgets and the final budget are filed in the Office of the 

County Auditor as a public record. It is important to note that chapter 129.06 allows the Board, at 

any time within a fiscal year, to amend a budget for that year and, within the first 60 days of a 

fiscal year, to amend the budget for the prior fiscal year. The amendment may be authorized by 

the Board without the need for a public hearing as long as the total appropriation of funds does 

not change. This stipulation allows for interfund transfers from one account to another as long as 

the budget stays balanced (Florida Statutes, 2012: 129.06.)  

It is the Tax Collector’s responsibility to collect revenues for the County’s budget. 

Revenues (in percentages) for the County in 2012 are shown above in Figure 3-1. However, my 

argument in this paper focuses on property taxation, which is the major source of revenue, 

discounting balances carried over from the previous years and intergovernmental transfers. The 

21.7% 

5.29% 

13.29% 

13.27% 0.007% 

11.78% 

0.002% 

33.58% 

Figure 3-1. County Revenue for 2012 by Categories  

Property Taxes 

Licenses and Permits 

Intergovernmental 
Revenues 

Charges for Services 

Interest Earnings 

Interfund Transfers 

Miscellaneous Sources 

Carried Balance from 
Previous Year 

Source: Data from (PBC, 2012)
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County’s budget for 2012 also delineates the expenses for the fiscal year as reported in Figure 3-

2. 

 

Sources of revenue for the County, including property taxes, are estimated by the County 

Budget Officer. “Property taxes are by far the most important tax at the local level, accounting 

for around three-fourths of local government tax revenue” (Lutz et al., 2011: 308). The Property 

Appraiser of Palm Beach County is responsible for assessing property values in the County. The 

Appraiser’s office reviews all relevant information regarding the properties in order to make an 

estimate of the overall value. Relevant information includes comparable sales, replacement and 

maintenance costs for the property owner, income from improvements on a property, and the 

amount of interest charged to purchase or construct a similar property.  

 After determining market value for the property, the assessed value will be determined by 

multiplying the actual value of the property by an assessment rate:  

254,422,291 
6% 

811,364,205 
21% 

318,665,882 
8% 

519,730,724 
13% 

184,873,942 
5% 

108,694,004 
3% 

165,204,715 
4% 

462,572,105 
12% 

772,705,301 
20% 

134,027,535 
3% 

192,935,945 
5% 

Figure 3-2. County Expenses for 2012 by Categories  

General Government 

Public Safety 

Physical Environment 

Transportation 

Economic Environment 

Human Services 

Culture & Creation 

Interfund Tranfers 

Reserves 

Internal Services 

Non-Departmental 

Source: Data from (PBC, 2012) 
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Assessed Value = (Market Value) x (Assessment Rate).                      (2) 

The assessment rate is a uniform percentage and varies by tax jurisdiction. Suppose the assessor 

determines the property value is $500,000 and the assessment rate is 8%. The assessed value 

would be $40,000 ($500,000 x 8%). From there, the taxable value of the real property can be 

determined:  

Taxable value = (Assessment Value – Exemptions).    (3) 

After deriving the taxable value, it is multiplied by the millage rate to determine the total taxes to 

be collected:  

Property Tax = (Taxable value) x (Millage Rate).    (4) 

The millage rate is a rate applied to taxable property values to calculate the property tax 

to be paid, with one mill representing one tenth of one cent. Thus for $1,000 of assessed property 

value, one mill would be equal to one dollar. Generally, the city, county and school district each 

have the power to levy taxes against the properties within their boundaries. Each entity would 

calculate its required mill levy and it would all be tallied up to equal the total mill levy. For 

example, suppose the total assessed property value in a county is $500,000,000, while the city, 

school district and county decide they need $5,000,000, $250,000 and $15,000,000 in tax 

revenues. The mill levy would be $5,000,000, $250,000 and $15,000,000 divided by 

$500,000,000 which equals 1%, 0.5% and 3% respectively. The total mill levy for the region 

would be 4.5% (1+0.5+3). Now, taking the taxable value of $40,000 we calculated previously, 

the tax due would be $1,800 ($40,000 x 4.5%). 
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2. Legal Restraints. 

A. Florida State Department of Revenue 

The legislation of the State of Florida imposes some limits on local governments in their 

ability to tax properties. Chapter 195 of the state legislation offers more of a general and vague 

guideline to property taxation and the actual details are left to the State’s Department of 

Revenue. “The Department of Revenue shall have general supervision of the assessment and 

valuation of property so that all property will be placed on the tax rolls and shall be valued 

according to its just valuation, as required by the constitution. It shall also have supervision over 

tax collection and all other aspects of the administration of such taxes” (Florida Statutes, 2012: 

195.022). These details also include the forms through which information may be collected and 

used. Therefore the Department of Revenue is of interest because it should have the form used 

by the Property Appraiser’s Office to assess property values (Florida Statutes, 2012: 195.022.1). 

The Department of Revenue is also responsible for establishing the standard measures of value 

(i.e., guidelines and methods) to be used by property appraisers in all the counties. However, the 

law states precisely that the standards established do not determine the just value of a property 

thus allowing the county property appraiser to use his or her own judgment in most cases 

(Florida Statutes, 195.032). 

 The Department of Revenue is also made responsible to conduct constant research and 

maintain accurate tabulations of data and conditions existing as to property taxation. Moreover, 

the Department of Revenue makes annual recommendations to the legislature, which impacts 

property valuation and taxation throughout the state. The department is legally required to 

determine whether the counties are assessing tangible personal properties within their 

boundaries. If the Department of Revenue determines that any county is assessing properties at 
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less than that prescribed by law, the department “shall withhold from such county a portion of 

any state funds to which the county may be entitled equal to the difference of the amount 

assessed and the amount required to be assessed by law” (Florida Statutes, 2012: 195.101). It is 

important to call attention to the fact that the Department of Revenue is not creating incentives 

for increased efficiency (i.e., minimizing cost, maximizing business profits, developing new and 

efficient technology), but for maximizing revenues.  

 

B. Exemptions 

  By law, all real and personal property in Florida, all personal property belonging to 

individuals residing in the state, or any political subdivision, municipality, agency, authority, or 

other public body corporate of the state are subject to taxation unless expressly exempted from 

taxation (Florida Statutes, 2012: 196.001). The different exemptions are clearly defined in 

chapter 196 of the state legislation. Although each category of exemption has its own 

requirements for qualification, they each require an annual application by March 1 (Florida 

Statutes, 2012: 196.26). Once an original application for tax exemption has been granted, in each 

succeeding year before February 1, the applicant will automatically receive a renewal 

application. However, not all exemptions are adopted by Palm Beach County. 
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4. The Property Appraisal Process 

The property assessment process is a lengthy and tedious procedure permeated with many 

tacit issues. The main concern with assigning values to properties is that houses are idiosyncratic. 

This characteristic makes it close to impossible to know with certainty the value of any given 

property. This problem is exacerbated by the housing market being a thin market, which implies 

high price volatility and low liquidity. If supply or demand changes abruptly, resulting in more 

buyers than sellers or vice versa, there will typically be a significant material impact on prices.  

This chapter seeks to outline the extremely opaque property appraisal process in Palm Beach 

County in its entirety. Information on this process is excruciatingly difficult to access and assess. 

It is precisely this equivocality that accounts for our claim of an information asymmetry. The 

focus of this section is on the loose legal guidelines given by Florida Statues, the Florida 

Department of Revenue (DOR) and the process through which a dollar value is calculated for a 

particular property.  

 

1. Legal Guidelines. 

 The Florida Legislature confers power to the DOR allowing it to have general 

supervision over the assessment and valuation of property so that all properties will be placed on 

tax rolls and be valued according to its “just” valuation. To comply with this requirement, the 

state legislature created Florida statute section 193 .011 to ensure that local property appraisers 

take into consideration the following factors when appraising a property: 

1. The present cash value of the property, which is the amount a willing purchaser 

would pay a willing seller.  
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2. The highest and best use to which the property can be expected to be put in the 

immediate future and the present use of the property.  

3. The location of said property.  

4. The quantity or size of said property.  

5. The cost of said property and the present replacement value of any 

improvements thereon.  

6. The condition of said property.  

7. The income from said property. 

8. The net proceeds of the sale of the property, as received by the seller, after 

deduction of all of the usual and reasonable fees and costs of the sale, including 

the costs and expenses of financing, and allowance for unconventional or 

atypical terms of financing arrangements (Florida Statutes 193.011). 

In Walter v. Schuler (1965), the Florida Supreme Court interpreted the meaning of “just 

valuation” and the application of the eight statutory factors to be synonymous with “fair market 

value”, i.e., the amount a purchaser would pay a seller. However, in arriving at fair market value, 

the appraiser must consider, but not necessarily use, each of the factors set out in section 

193.011. If the appraiser places more emphasis on one factor, such as income, and arrives at a 

just value that is lower than fair market value, than he or she has not met the legal requirements. 

Similarly, if the appraiser ignores or places little emphasis on a single factor, such as highest and 

best use, and establishes a just value higher than fair market value, the appraisal is also 

improperly done. However, the extent to which the appraiser applies an equal emphasis on each 

factor is still unknown because it is not public information and is left to the appraiser’s discretion 

or included as one of parameters in the computer software used to conduct mass appraisals. 

http://www.pcpao.org/FloridaAssessmentsLaw.html#hbu
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2. The Appraisal Process 

 A. Valuation Standards 

  The DOR sets up the guidelines that the county appraisers must follow and the forms that 

they must use (Florida Department of Revenue, 2012). The Property Appraiser is an elected 

official who has autonomy to direct his or her office in compliance with the laws and guidelines 

set forth by the Department of Revenue. All the forms used to record this information are created 

and provided by the Department of Revenue as allowed by Florida Statutes. By law, the Property 

Appraiser’s Office must physically inspect each piece of residential property every five years 

and must physically inspect each piece of commercial property every three years, which includes 

anything other than real estate that has value by itself, including furniture, fixtures, tools, 

machinery, signs, equipment, supplies and other items used in business to earn income. 

Therefore, when an appraiser inspects a property for an appraisal, he is essentially reconciling 

the data already in the system about said property to its current market value. The zoning, flood 

data, printout sales and listings of similar homes and home improvements are taken into 

consideration to make sure that the Office of the Property Appraiser of Palm Beach County 

(PAPA) has all the updated information.  

“Our deputy appraisers locate, identify and value all residential, agricultural and 

commercial property in Palm Beach County. They inspect all existing properties at least 

once every five years. Between inspections, a property’s market value is adjusted 

annually to reflect comparable sales in a neighborhood or a condominium complex. 

Commercial property is valued primarily by income capitalization” (PAPA, 2012). 

 

At first glance, this quote from PAPA certainly seems reasonable and demands no further 

scrutiny. In reality, the resulting assessment value on a property is simply the “expert” opinion of 

a certified, state-licensed professional backed by data on a computer software. Locating, 

identifying and valuing the hundreds of thousands of properties in Palm Beach County is, in 
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reality, a complex and colossal undertaking. To this effect, PAPA employs a fleet of appraisers 

and computer experts in order to locate, identify and value these properties. 

There are three primary methods of estimating real property values: comparable sales 

approach, the income approach and the cost approach (Mikesell, 2008: 427). In the sales 

comparison approach, the appraiser compares the property with three or four similar homes that 

have been sold in the area, often called “comparables”. The analysis considers specific 

components, such as lot size, square footage of finished and unfinished space, style and age of 

house, as well as other features such as garages and fireplaces. This approach requires a number 

of actual transactions in order to be meaningful. The problem with this approach is that it does 

not work for unique properties: it is virtually impossible to compare properties that have very 

little in common.  

The income approach “converts future returns from ownership of a parcel into their 

present-value equivalent to estimate the amount a willing and knowledgeable investor would pay 

for the future income flow” (Mikesell, 2008: 428). Using this approach requires the calculation 

of gross return on the property, the expenses associated with the property and the rate at which 

the net annual return would be capitalized into a current-value equivalent. The applicability of 

this approach is difficult due to the basic nature of risk present in the valuation. In other words, 

the value of a property using this approach depends largely on the assumption of the future 

earnings generated by this property. The element of time in any future assumption guarantees a 

margin of error.  

On the other hand, the cost approach is used more for new property and is based on 

reproduction costs. The appraiser essentially estimates the cost to replace the structure on the 

property if it were destroyed. This approach is a little more complex because it requires more 
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time and information to arrive at a plausible valuation. The appraiser then analyzes land value 

and depreciation to determine the property's worth.  

 

  B. Computer-Assisted Mass Appraisal 

  Computer-Assisted Mass Appraisal (CAMA) software refers to any general software 

used to assess a mass quantity of properties. Alachua County, FL has disclosed that they use 

CAMA computer software to assess property values in their county (Alachua County, 2012). 

Palm Beach County has not publicly disclosed the CAMA software that they use, and the fact 

that this information is not readily available is another aspect of the asymmetry of information 

facing residents. As explained in chapter two, the marginal benefit to the resident to accurately 

determine property values is minimal relative to the marginal cost of such endeavor. Therefore, it 

is much easier to delegate this task to the appraisers and simply accept their “expert” opinion 

than to try to comprehend this complex process.  

  Due to the difficulties in accessing software information for Palm Beach County, I use 

software information from St. Lucie County, as substitute for the computer programs used by 

Palm Beach County. St. Lucie County uses one of the most popular CAMA software referred to 

as the Govern CAMA (Govern CAMA, 2012). The Govern CAMA module gives assessors, 

appraisers and modelers a complete set of valuation and administration tools that are integrated 

with GIS mapping features to follow the business flow of real and personal property. This 

module, integrated with tools such as Govern Central, Permitting, and Request for Information, 

and Tax, is able to share all information within the database since permits are automatically 

made available to the Assessors. Assessment data is immediately made available to the tax 

collectors, receivers, and treasurers for the creation of the tax roll.  
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  The Govern CAMA system utilizes an IBM DB2 relational database to house the 

appraisal database, which is updated daily with name and address changes, sales data and other 

real and personal property updates. The updates in this database account for the change in 

property valuation during the years without a physical assessment. This system also maintains 

unlimited building inventory items with a flexible model design and employs vector-based 

sketching with multiple sketches per property. These sketches are used by property appraisers 

during their physical property inspection and assessment. The system also allows for actual or 

simulated economical comparisons of comparable sales with multiple adjustments allowing 

appraisers to determine market value based on the value of these similar units. The Govern GIS 

Computer System utilizes GIS computer software to maintain the county base map database and 

is updated daily with parcel changes including splits, subdivisions, condominiums, ordinances, 

map corrections and parcels.  

  Assessment Appeals Management is one of the basic functions provided in this suite as it 

provides users with appraisal reports in response to an appeal. It retains all forms, letters, 

comparable sale grids and any other documentation sent to a property owner. Users can easily 

schedule hearing dates and times through multi-year appeals. This function tracks all appeals 

related information such as certified tax roll history values, petitioner requested values, appraiser 

recommended values and board ordered values. It also generates stipulation agreements, hearing 

notices and final orders with all tracking needs. 

  However, computer systems are not perfect. There is a lengthy list of possible problems 

with assessment systems. The data used to run these programs are inputted from appraisals, sales 

and any other market updates. Input errors when entering data can create errors in analysis and 

data interpretation. Improper comparisons with other local properties are usually the main source 
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of contention with property owners when it comes to property taxes. Professionals in the field 

understand that if you input the values of “similar units” that are disproportionately higher or 

lower than the property being appraised, the value of said property will fluctuate accordingly. 

Moreover, assigning a property to a higher geographical taxing unit can severely skew the data. 

Incorrect facts about the interior modifications or improvements on a property can also result in 

overvaluation or under valuation of the property. 

  One important detail to remember is that the eight factors of property valuation, listed in 

section one, have different weights and are left to the discretion of the appraisers. This means 

that, for one reason or another, if the system is calibrated to put more weight on comparable sales 

than the actual market value of the property, the resulting property value will reflect that of the 

other properties chosen rather than the selling price of the property. There are countless instances 

where the property values, and the resulting property tax, are based on comparable sales rather 

than the purchase price paid by the homeowner. For example, suppose that Mr. Jones paid 

$200,000 for his house, while similar properties had previously sold for $300,000. The appraiser 

can argue that Mr. Jones underpaid for his property and therefore will be taxed at the $300,000 

value. According to Lifestyles Unlimited (2009), proving that the market value of a property is 

actually lower than the assessment value presented by the local appraiser, is the best way to 

successfully protest property taxes.  
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Chapter 5. The Leviathan is Alive 

 This chapter seeks to present the big picture that I have been developing over the last few 

chapters. I plan to reconcile the Leviathan model, introduced in Chapter 2, with the property tax 

equation developed in Chapter 3, to the asymmetry of information presented in Chapter 4 and 

illustrate how the local government of Palm Beach County, FL is engaging in revenue-

maximizing behavior. 
1
  

 

1. Models   

                                                                 S = (1 - α)R                                                                   (1)      

 Let’s start with the Leviathan model presented in Chapter 2, where R represents the 

revenue for the local government,  α represents the proportion of revenues that needs to be spent 

on public goods (transportation, public safety, human services), and S represents the portion of 

the revenues to be spent at the discretion of the local government. The model also assumes that 

government wants to maximize its revenues, R, in order to maximize the discretionary revenue, 

S. In our case, α is a relatively fixed variable. The County knows approximately what percentage 

of the budget is spent in each category, and the percentages have stayed fairly constant over the 

years.  Therefore, when revenue (R) is increased while keeping α constant, the discretionary 

revenue (S) is also mechanically increased.  

 Now, let us reintroduce the property tax equation from chapter 3. This equation can be 

built step by step. First, the assessed value of a given property is determined:  

                                  Assessed Value = (Market Value) x (Assessment Rate).                            (2) 

From there, the taxable value of the real property can be determined:  

                                                           
1
 See chapter two for more details on the Leviathan model. 
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                                     Taxable value = Assessment Value – Exemptions.                                 (3) 

Finally, the tax bill that the property owner receives is obtained by multiplying the taxable value 

with the millage rate:  

                                 Property Tax = (Taxable Value) x (Millage Rate).                                      (4) 

 We can therefore combine these separate equations into one generalized formula where 

all the property tax paid by the property owners in the County equals the property tax revenue for 

the local government. In this equation,    represents property tax revenues for the County,    

represents the market value for a given property,    represents the assessment rate,    

represents any exemptions such as the Homestead Exemption and      is simply the millage 

rate.
2
 Given these variables, the formula for the property tax revenue becomes 

                  
 
       .                                                   (5) 

For the purpose of our current analysis, I will divide the sources of revenue for the local 

government into two categories: property tax revenues (γ) and all other revenues (β). Therefore: 

R= γ +β.                                                                         (6) 

I will then replace R in the Leviathan model with our two variables giving this slightly modified 

version of the Leviathan model: 

S = (1 - α) (γ + β).                                                                (7) 

Data shows that property tax revenue is one of the most stable sources of revenue for the 

County.
3
 How can this observation be correct considering we recently had a crisis that resulted in 

house prices plummeting? Looking at the general property tax revenue equation (4), one would 

expect to see property tax revenues (γ) to drop significantly if market values (  )  are also 

                                                           
2
 See chapter three for more details on how the property tax is constructed. 

3
 See Appendix A for data. 
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tumbling. This stability is a result of the nature of the budget process. As shown in chapter two, 

there exists a fundamental difference between the County’s budget process and that of a typical 

household. 
4
 A typical household looks at its future income in order to decide how much it can 

spend and save and therefore build a budget. On the other hand, the County creates a budget first, 

then looks at its future revenues from all other categories (β) and then decides what level of 

property tax revenue (γ) is needed in order to fill the gap (Equation 7).  

 Therefore, in our case, revenue maximization is redefined as keeping the property tax 

revenues as high as they need to be relative to market values in order to maximize discretionary 

revenue (S). This phenomenon is essentially the crux of my analysis in the rest of this chapter.  

 

2. Empirical Findings on Property Values and Local Government Revenue 

Section one of chapter three explained the relationship between property values and 

property taxes in which the tax is directly dependant on the property value, the assessment rate 

and the millage rate. In this formula, an increase in property values should positively correlate to 

an increase in property tax revenues. My analysis so far is based on this assumption. However, 

research from Doerner and Ihlanfeldt (2011), amongst others, suggests otherwise. These authors 

agree that property taxes account for the largest revenue source of the observed increase in city 

revenues until 2005. However, the authors argue that only a small portion of the growth in 

property taxes is attributable to rising house prices. Doerner and Ihlanfeldt demonstrate that the 

variance in house prices is hardly related to city revenues at all. Throughout Florida cities, the 

average decline in real per capita revenue after 2005 was insignificant in magnitude (0.2%), 

which suggests cities were not “strapped for cash” as they often claimed to be. Moreover, the 

                                                           
4
 See chapter three for more details on the Budget Process. 
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authors argue that the small “post-2005 declines in total revenue per capita were the result of 

shrinkage in a number of non-ad valorem revenue categories” (Doerner and Ihlandfeldt, 2011: 

333). These non-ad valorem categories are other revenue sources (β in equation 7) such as 

licenses and permits, intergovernmental revenues, etc. 

 The authors do point out that bigger cities experienced greater loss than the small and 

medium-sized cities: “large cities have experienced more substantial real losses in revenues” 

(Doerner and Ihlandfeldt, 2011: 334). These cities experienced a 12.0% decline between 2005 

and 2008. Therefore, although data may suggest that the variance in house prices is hardly 

related to the variance in property taxes, the drop in house prices had a bigger impact in bigger 

cities. Moreover, whereas Doerner and Ihlanfeldt focus their analysis on the relationship of city 

revenues and property taxes, taking the property valuation as given, my argument essentially 

questions the very method of assessment, the valuation of properties and ultimately the 

calculation of property taxes. In chapter four, I show the potential issues with their method of 

valuation and assessment of properties.  

 Moreover, in a downward sloping economy, the time lag between market value and 

assessment value can cause property owners to pay taxes on an assessment value that is 

increasingly greater relative to the market value of their properties as shown in Figure 5-1. This 

is because the majority of states have a cap on increases in property tax rates and taxable values. 

During periods of rapid house price growth, these limits will prevent assessments or revenues 

from growing at the same pace as market values. Thus, a ‘stock’ of untaxed growth will 

accumulate. The assessment and taxable values will catch up to market values only when house 

price growth slows down below the cap limit and the ‘stock’ of untaxed market growth can then 

be taxed. Lutz et al. also state that, “in some cases this lag is by design or legal mandate and in 
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others it is due to ‘poor’ administration. Poor administration may sometimes be intentional, 

particularly in jurisdictions which elect their tax assessor” (Lutz et al., 2011: 308). 

 

   Source: Palm Beach County Office of Financial Management and Budget
5
 

 

 Lutz et al. (2011) support Doerner and Ihanfeldt’s results stating that property tax 

revenues do not tend to decrease following house price declines. “Perhaps surprisingly, property 

tax receipts continued to grow at a robust pace through the end of 2009, even though house 

values had plunged in the previous three years. We ask why the property tax [revenue] has been 

so resilient to these house price declines, and examine whether this resilience is likely to 

continue” (Lutz et al., 2011: 307). Figure 5-2, provided by Lutz et al., depicts the empirical 

relationship between property tax revenues and house prices from 1989 to 2009. To point out the 

lag, they demonstrate that although house price appreciation reached a trough in 1991, property 

tax revenue growth did not bottom out until 1995, implying that property taxes follow real estate 

prices with a considerable lag.  

                                                           
5
 See Appendix A for data set. 
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In order to explain this phenomenon, Lutz (2008) postulates that, aside from the 

mechanical change in property tax revenues associated to the variance in market values, policy 

makers use their ability to change the millage rate. Using both time-series data and micro-level 

panel data from individual governments, Lutz (2008) concludes that the elasticity of property tax 

revenue with respect to home prices equals 0.4, indicating that policymakers tend to offset 60% 

of house price changes by moving the effective tax rate in the opposite direction of the house 

price change. It is therefore not surprising to notice that the millage rate was increasing during 

the recent financial crisis.  
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Source: Lutz et al. (2011: 312) 

Figure 5-3. Case Studies of  other States 
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Lutz et al., examine other case studies of several states comparing the impact of the 

housing crisis on the property tax revenues of these states and came up with similar results 

amongst these states shown in Figure 5-3. In Nevada, the market value of real estate soared from 

2000 to 2006 and started falling in 2008. Assessed values appear to lag market values by at least 

two years and only began to catch up in 2010. The millage rate was stable until 2006 when it 

began to fall. It then upturned in 2009 as the growth in assessed values slowed and turned 

sharply upward in 2010 as assessed values began to plummet. Combining the assessed values 

and millage rates, property tax revenues rose by 6 percent from 2008 to 2010, even though the 

market value of real estate collapsed by almost 40 percent during this period (Lutz et al.,2011). 

Thus, the lags in assessed values and offsetting movements in the millage rate substantially 

offset the impact of the housing downturn on property tax revenues in Nevada. “Although tax 

revenues did fall by 4½ percent in 2010, it seems that the willingness of policy makers to adjust 

tax rates will make the ultimate effect of the housing downturn on tax revenues much smaller 

than suggested by a straight read of the decline in the market price of housing” (Lutz et al.,2011: 

312). 

Moreover, to illustrate policymakers’ propositions in a more concrete way, Lutz et al. 

present an analysis that focuses explicitly on episodes of falling house prices using annual state-

level panel data on total local government property tax collections from 1976 to 2007. Figure 5-4 

displays the distribution of the annual percent change in property tax receipts over this period. 

The results show that declines in property tax collections are rare (only 7% of the distribution 

falls below 0). Furthermore, large declines are extremely rare (only 1.5 % of the annual changes 

in property tax collections since 1976 exceed negative 10%). Many of these extremely large 
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declines are associated with policy changes, such as Proposition 13 in California, that are not 

directly related to fluctuations in home values. 

Figure 5-4 Percent Change in Property Tax Collections. 

 
 
Source: (Lutz et al., 2011: 309)  

 

 

3. Revenue-Maximizing Behavior in Palm Beach County, FL 

Following my hypothesis of a revenue-maximizing local government and Lutz et al.’s 

case studies,  I compared Palm Beach County’s property tax revenues, budget, and millage rate 

to the median market values of single-family homes and condos in Palm Beach County, Florida 

from 2004 to 2013. Data on the County’s property tax revenues, budget and millage rate came 

directly the County’s Office of Financial Management and Budget (OFMB, 2013). Data on Palm 

Beach County home prices came from the Florida Realtors Association (Florida Realtors, 2012). 

I did not account for inflation during that period of time even though I doubt that this omission 
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will be a defining factor in the results.
6
 The results for the County were surprisingly similar to 

the findings of Lutz et al. in the case studies.  

 

Source: Palm Beach County Office of Financial Management and Budget (PBC OFMB)
7
 

 

Figure 5-5 is comparing the levels in property tax revenues and house prices using 2004 

as the base year. This level approach is the main method of my analysis in this chapter. This 

system essentially tracks the change in levels from 2004 through 2013, using 2004 as the base 

year. Analyzing Figure 5-5, we can see the relative change in the levels of house prices versus 

property tax revenues. The levels in property tax revenue for the County do not reflect the 

observed drop in house prices during our time frame. In 2011, the median price level for a condo 

in Palm Beach County was 57% lower than the price level 2004 while the level of property tax 

revenues for the county was 38% higher than it was in 2004.  

                                                           
6
 Aggregate inflation between 2004 and 2013 was 2.4. Source: Bureau of Labor Statistics (2013). 

7
 See Appendix A for data set. 
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Source: Palm Beach County Office of Financial Management and Budget (PBC OFMB)
8
 

 

Once again, there is a striking difference between home values and the relative stability 

of the property tax revenue (Figure 5-6). Home prices peaked in 2006; however, due to the lag 

between market value and assessed value, property tax revenues peaked in 2007. Notice the 

constancy in the millage rate all through 2007. From 2006 to 2007, home prices fell slightly, 

therefore the millage rate increased modestly between 2008 and 2009. From 2007 through 2011, 

houses values continued to drop. And, as expected, the millage rate increased during this time 

period. 

                                                           
8 See Appendix A for data set. 
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Source: Palm Beach County Office of Financial Management and Budget (PBC OFMB)
9
 

 

Analyzing the expenditure category of the County’s budget reveals fairly stable expenses 

with some occasional increases in expenditures (Figure 5-7). This picture does not seem to make 

sense. Most episodes of house price declines are associated with events that would tend to 

depress demand for public goods, and hence for tax collections, independently of the change in 

home prices. For instance, an undesirable shock to an industry with a significant presence in a 

state would reduce incomes and cause outmigration, simultaneously reducing the demand for 

public spending. However, Figure 5-7 shows that the variance in the expenditure level does not 

seem to reflect this expectation. Moreover, other revenues for the County were also falling 

during the crisis. Nonetheless, there clearly is a disparity between the expected reductions in 

County expenditures to the observed fact. Property taxes and expenditures were relatively stable 

                                                           
9 See Appendix A for data set. 
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compared to the level of house prices. In other words, although house prices plummeted, the 

County continued to enjoy the same budgetary level and continued to spend approximately at the 

same level. This observable fact is not simply due to massive reserves of funds that the County 

had; this is because property tax revenues are being kept high by County officials through their 

ability to manipulate the assessment value and the millage rate. 

 

4. Leviathan is Alive in Palm Beach County 

To tie this story together, it is essential to return to the modified Leviathan model 

developed earlier in this chapter: 

S = (1 - α) (γ + β).                                                                 (7) 

As shown, Palm Beach County revenue seems to be unaffected by the recent crisis. More 

importantly, property tax revenues (γ), continued to be the most stable source of income for the 

County. Based on equation 5, 

                  
                                                           (5) 

it is impossible for property tax revenues ( ) to remain unchanged given a significant decrease in 

market value (  ), if everything else remains constant. And, based on our modified definition of 

revenue-maximization, I have clearly shown that Palm Beach County seeks to maximize its 

revenue even during the worse financial crisis since the Great Depression by keeping property 

tax revenues as high as they need to be to cover their planned expenditures. This is precisely the 

phenomenon observed in Figure 5-8. 
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See Appendix A for data. 

 

Moreover, as explained in chapter two, the Tax Collector is responsible for collecting the 

tax revenues. As outlined in the Florida Legislation, the tax collectors of the counties are entitled 

to receive commissions based on the amount of tax collected. “On the county tax: Ten percent on 

the first $100,000; Five percent on the next $100,000; Three percent on the balance up to the 

amount of taxes collected and remitted on an assessed valuation of $50 million; and Two percent 

on the balance” (Florida Statutes, 2012: 192.091). The Tax Collector's Office (TCO) is paid a 

commission each time it collects taxes, sells a license plate or performs one of its other services. 

“The Tax Collector’s Office is not funded by tax dollars. Instead, our operating funds come from 

commissions and fees on service transactions” (2013: 2). How can the TCO claim to not be using 

tax payer dollars when it’s operating funds come solely from a commission on tax revenues?  

Moreover, the TCO claims that, “Our cost-effective operations result in revenues in 

excess of our annual budget. That means we can send these unexpended revenues in excess of 

our annual budget” (2013: 2). Unexpended revenues have nothing whatsoever to do with the so-
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Figure 5-8. Taxable Value Levels vs. Millage Rate Levels with 2004 as 
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called cost-effectiveness. It is simply the difference between the amount of commissions 

received and the TCO’s budget. As shown in this paper, government agencies have a penchant 

for maximizing their budgets. The TCO has no incentive to minimize its budget since this equals 

in more funds that they have to return. Au contraire, the agency has a vested interest in 

maximizing tax revenues. The leviathan model applied to the local county government is also 

applicable to the Tax Collector’s Office and the Property Appraiser’s Office. 

In 2012, the TCO collected and disbursed $2,878,430,896 to the County, School Board 

and Municipalities in the county (TCO, 2013: 3). In return, commissions received totaled 

$59,719,542. The TCO’s budget was only 37% of the commission received and 63% were 

returned to the County as excess fees. How can there possibly be an incentive to be cost effective 

when the agency is collecting an extra 63% in funds? On top of a fondness for the local 

government to maximize revenues, we can now see that the local tax collector has a clear 

incentive in supporting the local government’s behavior. 
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Conclusion 

In economic theory, a moral hazard is a situation where a party will have a tendency to 

take risks because the costs that could incur will not be felt by the party taking the risk. In other 

words, it is a tendency to be more willing to take a risk, knowing that the potential costs or 

burdens of taking such risk will be borne, in whole or in part, by others. Moral hazard arises 

because an individual or institution does not take the full consequences and responsibilities of its 

actions, and therefore has a tendency to act less carefully than it otherwise would, leaving 

another party to hold some responsibility for the consequences of those actions. As mentioned in 

Chapter two, moral hazard is also a function of the principal-agent problem. The agent usually 

has more information about his or her actions or intentions than the principal does, because the 

principal usually cannot completely monitor the agent. The agent may have an incentive to act 

inappropriately, from the viewpoint of the principal, if the interests of the agent and the principal 

are not aligned. 

In the case of the County, I have shown that the county will maximize its revenues 

regardless of the economic situations. As such, the County is not concerned with efficiency and 

cost effectiveness as free-market firms would as precautionary measures against probabilistic 

economic crises. This observed moral hazard is a product of information asymmetry in which the 

County has more information than the tax payers. In our particular case, the County, insulated 

from risk, has more information about its actions and intentions than the tax payers paying for its 

budget. The significant lags between market values and assessed values is not simply a natural 

occurrence in the market, but an asymmetry of information exploited by the local government to 

maximize its revenues since assessed values, as opposed to market values, are used as the basis 

for property taxes. As market values were increasing up until 2006, the assessed value used in 
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property taxation was also increasing although not as rapidly. However, during the downturn in 

the market, property values were dropping while assessed values continued to increase due to the 

lag. In other words, in 2008, while homeowners in the County were facing plummeting house 

prices, they were still being taxed at the 2006 level of prices which was the height of the housing 

bubble. This scenario is also true for the following year. Even more interesting is the fact that as 

soon as assessed values caught up to the market values and started decreasing, the millage rate 

turned up, buffering the effect of the crisis. Hence it is not unexpected that, “Analysis of 

historical data and case studies of the current situation in individual states suggest that, on 

average, it is unlikely that property tax revenues will fall sharply in the near future” (Lutz et al, 

2011:307). 
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Appendix A 

MV= Market Value 

AV= Assessment Value 

LEVEL= Level with 2004 as base year 

TV= Taxable Value 

PTR= Property Tax Revenue 

TB= Total Budget 

BE= Budgeted Expenditures 

Mill= Millage Rate 

Sing= Palm Beach County Single-Family Median House Price 

Condo= Palm Beach Condo Median House Price 

 

All calculations computed to compare levels with 2004 as the base-year use the equation             ; where l represents the level 

for each year,    is the final value for each year  ,   is from 2004 to 2013, and    is the 2004 value. 
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 Year 2004 2005 2006 2007 2008 2009 2010 2011 2012 

MV  $142,188,579,213 $172,998,067,874 $224,270,741,425 $227,776,306,453 $214,359,046,468 $179,889,858,323 $156,942,754,115 $154,601,156,502 $153,858,159,751 

 Level  0.00% 21.67% 57.73% 60.19% 50.76% 26.51% 10.38% 8.73% 8.21% 

 % Δ 0.00% 21.67% 29.64% 1.56% -5.89% -16.08% -12.76% -1.49% -0.48% 

AV   $121,204,181,410 $141,349,480,800 $173,471,747,698 $183,213,014,027 $182,171,134,860 $161,813,196,426 $146,129,919,809 $143,660,180,227 $143,645,646,211 

 Level 0.00% 16.62% 43.12% 51.16% 50.30% 33.50% 20.57% 18.53% 18.52% 

 % Δ 0.00% 16.62% 22.73% 5.62% -0.57% -11.18% -9.69% -1.69% -0.01% 

TV  $104,878,359,702 $123,590,203,461 $153,357,762,093 $162,507,533,303 $152,940,046,126 $133,319,986,721 $118,976,614,477 $117,208,842,011 $117,539,378,404 

 Level 0.00% 15.14% 31.61% 35.46% 31.43% 21.33% 11.85% 10.52% 10.77% 

 % Δ 0.00% 15.14% 19.41% 5.63% -6.26% -14.72% -12.06% -1.51% 0.28% 

P T R  $605,494,833 $684,361,059 $799,229,729 $938,520,585 $896,209,694 $850,038,302 $849,830,375 $833,742,236 $818,681,740 

 Level 0.00% 13.03% 32.00% 55.00% 48.01% 40.39% 40.35% 37.70% 35.21% 

 % Δ 0.00% 13.03% 16.78% 17.43% -4.51% -5.15% -0.02% -1.89% -1.81% 

Mill  6.0000 6.1058 6.0829 5.8570 5.2534 5.3443 6.1059 6.5828 6.6134 

 Level  0.00% 1.76% 1.38% -2.38% -12.44% -10.93% 1.77% 9.71% 10.22% 

 % Δ 0.00% 1.76% -0.38% -3.86% -11.49% 1.70% 12.47% 7.24% 0.46% 

 

 

 

 

 

Figure 5-1 Data Set 
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 Year  2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

PTR  $605,494,833 $684,361,059 $799,229,729 $938,520,585 $896,209,694 $850,038,302 $849,830,375 $833,742,236 $818,681,740 $816,636,488 

 Level 0.00% 13.03% 32.00% 55.00% 48.01% 40.39% 40.35% 37.70% 35.21% 34.87% 

 % Δ 0.00% 13.03% 16.78% 17.43% -4.51% -5.15% -0.02% -1.89% -1.81% -0.25% 

Sing   $300,000 $390,100 $384,700 $369,400 $302,800 $239,000 $228,900 $193,700 

 Level 0.00% 30.03% 28.23% 23.13% 0.93% -20.33% -23.70% -35.43% 

 % Δ 0.00% 30.03% -1.38% -3.98% -18.03% -21.07% -4.23% -15.38% 

Condo   $181,900 $193,100 $220,400 $198,000 $143,800 $107,300 $90,000 $77,500 

 Level 0.00% 6.16% 21.17% 8.85% -20.95% -41.01% -50.52% -57.39% 

 % Δ 0.00% 6.16% 14.14% -10.16% -27.37% -25.38% -16.12% -13.89% 

 

 

 

 

 

 

 

 

 

 

Figure 5-5 Data Set 
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 Year  2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

TB  $3,123,757,885 $3,766,508,869 $3,870,193,68
9 

$4,411,681,307 $4,021,127,424 $3,999,428,42
1 

$4,469,299,051 $4,158,393,25
8 

$4,243,299,992 $3,884,250,421 

 Level 0.00% 20.58% 23.90% 41.23% 28.73% 28.03% 43.07% 33.12% 35.84% 24.35% 

 % Δ 0.00% 20.58% 2.75% 13.99% -8.85% -0.54% 11.75% -6.96% 2.04% -8.46% 

PTR  $605,494,833 $684,361,059 $799,229,729 $938,520,585 $896,209,694 $850,038,302 $849,830,375 $833,742,236 $818,681,740 $816,636,488 

 Level 0.00% 13.03% 32.00% 55.00% 48.01% 40.39% 40.35% 37.70% 35.21% 34.87% 

 % Δ 0.00% 13.03% 16.78% 17.43% -4.51% -5.15% -0.02% -1.89% -1.81% -0.25% 

Mill  6.0000 6.1058 6.0829 5.8570 5.2534 5.3443 6.1059 6.5828 6.6134 6.6147 

 Level 0.00% 1.76% 1.38% -2.38% -12.44% -10.93% 1.77% 9.71% 10.22% 10.25% 

 % Δ 0.00% 1.76% -0.38% -3.71% -10.31% 1.73% 14.25% 7.81% 0.46% 0.02% 

Sing  $300,000 $390,100 $384,700 $369,400 $302,800 $239,000 $228,900 $193,700 

 Level 0.00% 30.03% 28.23% 23.13% 0.93% -20.33% -23.70% -35.43% 

 % Δ 0.00% 30.03% -1.38% -3.98% -18.03% -21.07% -4.23% -15.38% 

Condo   $181,900 $193,100 $220,400 $198,000 $143,800 $107,300 $90,000 $77,500 

 Level 0.00% 6.16% 21.17% 8.85% -20.95% -41.01% -50.52% -57.39% 

 % Δ 0.00% 6.16% 14.14% -10.16% -27.37% -25.38% -16.12% -13.89% 

 

  

Figure 5-6 Data Set 
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 Year    2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

BE  $1,925,580,790 $2,415,099,054 $2,449,721,936 $2,771,483,315 $2,637,005,581 $2,602,009,880 $2,991,044,722 $2,685,185,190 $2,586,426,332 $2,429,967,409 

 Level 0.00% 25.42% 27.22% 43.93% 36.95% 35.13% 55.33% 39.45% 34.32% 26.19% 

 %Δ 0.00% 25.42% 1.43% 13.13% -4.85% -1.33% 14.95% -10.23% -3.68% -6.05% 

PTR  $605,494,833 $684,361,059 $799,229,729 $938,520,585 $896,209,694 $850,038,302 $849,830,375 $833,742,236 $818,681,740 $816,636,488 

 Level 0.00% 13.03% 32.00% 55.00% 48.01% 40.39% 40.35% 37.70% 35.21% 34.87% 

 %Δ 0.00% 13.03% 16.78% 17.43% -4.51% -5.15% -0.02% -1.89% -1.81% -0.25% 

Sing   $300,000 $390,100 $384,700 $369,400 $302,800 $239,000 $228,900 $193,700 

 Level 0.00% 30.03% 28.23% 23.13% 0.93% -20.33% -23.70% -35.43% 

 %Δ 0.00% 30.03% -1.38% -3.98% -18.03% -21.07% -4.23% -15.38% 

Condo   $181,900 $193,100 $220,400 $198,000 $143,800 $107,300 $90,000 $77,500 

 Level 0.00% 6.16% 21.17% 8.85% -20.95% -41.01% -50.52% -57.39% 

 %Δ 0.00% 6.16% 14.14% -10.16% -27.37% -25.38% -16.12% -13.89% 

  

Figure 5-7 Data Set 
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 Year  2004 2005 2006 2007 2008 2009 2010 2011 2012 

TV  $104,878,359,702 $123,590,203,461 $153,357,762,093 $162,507,533,303 $152,940,046,126 $133,319,986,721 $118,976,614,477 $117,208,842,011 $117,539,378,404 

 Level 0.00% 15.14% 31.61% 35.46% 31.43% 21.33% 11.85% 10.52% 10.77% 

 % Δ 0.00% 15.14% 19.41% 5.63% -6.26% -14.72% -12.06% -1.51% 0.28% 

P T R  $605,494,833 $684,361,059 $799,229,729 $938,520,585 $896,209,694 $850,038,302 $849,830,375 $833,742,236 $818,681,740 

 Level 0.00% 13.03% 32.00% 55.00% 48.01% 40.39% 40.35% 37.70% 35.21% 

 % Δ 0.00% 13.03% 16.78% 17.43% -4.51% -5.15% -0.02% -1.89% -1.81% 

Mill  6.0000 6.1058 6.0829 5.8570 5.2534 5.3443 6.1059 6.5828 6.6134 

 Level  0.00% 1.76% 1.38% -2.38% -12.44% -10.93% 1.77% 9.71% 10.22% 

 % Δ 0.00% 1.76% -0.38% -3.86% -11.49% 1.70% 12.47% 7.24% 0.46% 

 

Figure 5-8 Data Set 
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