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Abstract

Through property taxes it is possible to foster an urban development model with optimum land use,
the adoption of eco-technologies in buildings, conservation of areas with environmental value and use of
cleaner technologies in production processes. Besides this, fiscal impact can be positive by increasing local
governments’ revenue capacity.

1 Introduction

Currently, municipalities in Mexico face a double
challenge: on one hand, cities more and more
populated, extended and complex; and on the other,
an increasing institutional and financial weakness
to carry out their management. In the case of
Naucalpan de Juarez, located in the State of Mexico,
a municipality with just over 800 000 inhabitants,
it’s an important center of industrial activity and a
trade and service corridor. However, during 2012,
63 percent of its revenue structure was supported by
external sources1, and to a less extent (37 percent)
by own means such as property taxes (OSFEM, 2012).

Property tax collection in 2012 represented only
0.3 percent of the municipal GDP; compared to
Brazil where it represents 0.5 percent, in Argentina
one percent, in USA 3 percent; or in UK 4 percent.
(Huerta Goldman A., 2002). This situation reflects
a regulatory framework of property tax with few tax
incentives, or which results counterproductive as it
sends messages that encourage ”non-payment”.

In this regard, the benefits of a green tax reform
have been discussed for a long time, which through
fiscal instruments developed under the principle of
non-tax revenue, transcend the purely tax collection
objective and seek to emit signs to individuals so
they orient their behavior toward environmentally
beneficial goals.

1Federal and State contributions, 44 per cent; debt, 17 per
cent; other income, 2 per cent (OSFEM, 2012).

2 Objetive

Develop a strategy for the implementation of fiscal
instruments through property tax in the municipality
of Naucalpan de Juarez, that result in a positive en-
vironmental impact and contribute to improving the
quality of life of its inhabitants.

3 Methodology

The study is divided into three phases. The first
one strives to complete a comprehensive assessment
of the environmental and urban situation of the
municipality under an approach that allows us to
identify opportunity areas where property tax is
shown as a tool with the potential to revert the
problems detected.

The second phase involves an analysis of the fiscal
and legal environment of the municipality. During
the first (fiscal) we analyze the municipal revenue
capacity through property tax. On the legal side we
analyze the limitations and needs for reform facing a
sustainable property tax proposal.

The third phase is the elaboration of proposals and
revenue scenarios based on Naucalpan de Juarez’s
Municipal Land Value Information Matrix (PCM
in Spanish), provided by the Municipal Income
Under-Treasury. Due to limited access of informa-
tion, derived from the confidentiality character of
the data, the Matrix was created by using the aver-
age values per homogeneous area or PCM band value.
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4 Results

Based on the environmental, socio-economic and ur-
ban diagnosis, as well as its tax collection conditions
regarding property tax, the room for maneuver al-
lowed by the regulatory framework governing it, and
the experiences of other cities in relation to the imple-
mentation of tax incentives related to environmental
objectives, we identified nine potential instruments
linked to property tax (Table 1). We mention five of
these instruments below.

1. Fiscal stimulus to recovery and conserva-
tion activities of areas of environmental
and agricultural value

One of the major environmental concerns is
related to changing land use: 82 percent of the
surface is affected by some process of degrada-
tion due to its conversion to urban or industrial
use; in the past 30 years, the loss of vegetation
coverage has decreased 17 percent.

One way to encourage the conservation of
areas of environmental value and land in urban
outskirts is to provide a discount on property
taxes to land owners who conduct conservation
activities. A 25% reduction in property taxes
for housing in nearby neighborhoods to areas of
environmental value could help capture 88 tons
of CO2 yearly, and conversion to forestry use
of 259 hectares, with an estimated impact on
revenue of 8.1 million pesos (mp).

2. Tariff for the proper collection and dis-
posal of solid urban waste

In terms of solid waste, about 30 percent of
waste is not properly deposited. Solid waste
management has been difficult, since during the
previous administration there was a generated
debt with the landfill operator of 72 million
pesos.

We proposed a stratified tariff according to the
socioeconomic level, of 143 to 477 pesos per
household per year. This fee would raise 62
million pesos2, equivalent to 56 percent of the
annual costs of waste management.

In a second phase, we recommended that once
the waste tariff is introduced and accepted, it

2Considering an effective payment rate of 77 percent.

should be linked to the volume or weight of the
waste generated.

3. Surcharges on vacant land

In urban terms, the existence of vacant or under-
utilized land is a phenomenon with many nega-
tive effects: it encourages speculation on land
values, does not take advantage of urban loads
from public investment and promotes the cities’
peripheral sprawl, deteriorates urban image, fos-
ters insecurity and illegal waste dumping.

For Naucalpan de Juarez the amount of va-
cant land is estimated in 150 acres, distributed
throughout the urban area (Municipality of Nau-
calpan de Juarez, 2013).

Set rates on land located in intra-urban areas, ac-
cess to services and equipment can impact the ur-
ban land market, improving accessibility through
increased intra-urban land supply at more af-
fordable prices. A surcharge of 15% to vacant
lots would generate a revenue of 2.1 million pe-
sos. Also, if 25.8 hectares of these lands, located
in intra-urban areas were declared obligatory for
housing construction, they could build 2,585 new
homes (65m2)3 and property tax collection would
rise by 7.8 million pesos. In urban-environmental
matter, if vertical housing was to be built (up to
4 levels) it would prevent urban sprawl in just
over 77 hectares and increase supply in more than
10,000 homes, ie, 10 percent of the expected de-
mand to 2030.

4. Land base and socio-spatial segregation

The socio-spatial distribution shows a pattern
of polarized concentration where the ”high” and
”medium high” strata are located in the north
and southeast end of the municipality; while the
”middle-low” and ”low” strata are in the south-
ern area.

To raise the efficiency of land use and improve the
distribution of urban loads (roads and public fa-
cilities), we propose increases to the floor base of
property tax between 5 and 15 percent, according
to the population’s socio-economic stratification.
The adjustment would allow a revenue increase
of 26.7 million pesos

3The number of houses also considers 35m2 for building
common areas and/or independent private spaces. The house-
hold of 65m2 is classified as a traditional house with a full
bathroom, kitchen, dining room and two to three bedrooms.
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5. Fiscal incentives for the installation of
green technologies and pollutant emission
control equipment

To encourage the installation of diverse green
technologies, the following fiscal stimulus proposals
were developed:

Installing green roofs: discount of 25 to 50 percent
in property tax.

Energy saving green technologies:

• 10 percent discount when the proven decrease is
at least 20 percent in energy consumption

• 15 percent discount when the proven decrease is
above 30 percent in energy consumption

• 20 percent discount when the proven decrease is
above 50 percent in energy consumption Acquisi-
tion of equipment for pollutant emission control
into the atmosphere:

• 6 percent discount when emission reduction is
carried our in regards to the 30 percent baseline

• 8 percent discount when an emission reduction
above 50 percent is carried out

• 10 percent discount when an emission reduction
above 70 percent is carried out

The implementation of these incentives requires,
besides changes to the regulatory framework, the de-
velopment of technical standards specifying criteria
and minimum environmental requirements related to
the type of technology or installation procedures. As
a measure to control revenue impacts we suggest to
start allocating 5 percent of the property tax collected
to cover the discounts granted in each of the modali-
ties or fiscal stimulus, around 54 million pesos.

5 Conclusions

A strategy that local governments can use to influ-
ence behavior change in favor of sustainability is to
create tax incentives through property tax.

Such measures, widely spread throughout the
world, are part of environmental policy instruments
that the General Law of Ecological Equilibrium and
Environmental Protection point out in the case of
Mexico, and in the particular case of the State of

Mexico and its municipalities, some of these are
described in the Code for Biodiversity, the Financial
Code and the Municipalities Revenue Act.

The introduction of tax incentives on property
tax in favor of sustainability is a non-fiscal objective
that worries local governments due to the possibility
of reducing tax collection; or on the contrary, in
some occasions they’re implemented only as part of
a revenue policy.

The proposals analyzed in this study prioritize
attaining non-fiscal objectives without the need of
infringing the municipality’s finances. As shown in
Figure 1. implementing the nine proposals would
have a positive balance of 43.5 million pesos, equiva-
lent to 12 percent of property tax collected in 2011.
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Base de datos de predios bald́ıos, Tesoreŕıa Mu-
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Table 1: Fiscal instrument proposals related to property tax

1. Include in the property tax a fee or tariff for the proper collection and disposal of solid
waste.
2. Provide discount on property taxes for owners of rural properties that engage on activities
of recovery and conservation of areas of environmental value.
3. Fiscal stimulus in property taxes for owners of urban properties that have green roofs.
4. Penalize the property tax with a surcharge on properties that are undeveloped or under-
utilized.
5. Raise property taxes in areas of higher income and added value in order to allocate a
percentage of those resources to areas of great underdevelopment.
6. Establish a consolidated taxation to consolidated irregular areas.
7. Raise the property tax rate in the land component, particularly in those with intra-urban
locations, services and equipment; without granting discounts to land not built.
8. Provide tax incentives for sources covered in Article 2.148 of the Biodiversity Code from
the state of Mexico, that acquire, install and operate equipment to control air pollutant
emissions.
9. Provide tax incentives in property taxes to taxpayers who install energy saving green
technologies (gas and electricity).

Figure 1: Tax collection scenarios by proposed fiscal instrument
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