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To the New Haven Board of Aldermen,

This letter is about the traumatic effects of the current reval, not just upon East Rock but upon the whole of New Haven. I’ve outlined the problem as I see it and suggested a possible solution. I have shared this with our legislative delegation and with the Mayor’s office. I hope that you’ll agree with me and lobby our legislative delegation for passage of the Homeowners Fairness Initiative as a temporary measure and then lobby for further legislation to deal with the long term problem.

 

In summary:

● Unsustainable taxation in middle class neighborhoods will cause capital flight from New Haven ultimately hurting poorer neighborhoods.

● Unsustainable taxation (and unpredictability) will stem investment in ANY neighborhood.

● The BOA must lobby our legislators to pass the Homeowners Fairness Initiative as a temporary measure.

● The BOA must lobby our legislators to pass a Property Tax Cap to encourage stabilization of ALL of our neighborhoods and to provide protection for ALL taxpayers against egregious increases.

● The Cap proposal is unlike California’s Proposition 13 in that it provides ample flexibility for government budgeting (a circuit breaker for individual homeowners that is twice the rate of inflation).

● The Cap does NOT mean that everyone will pay 25% more property taxes; it simply means that if your taxes are going up, they can’t go up more than 25%.

● The Cap is a democratic proposal and protective of ALL constituents.

● This Cap proposal will show the world that New Haven does not punish good behavior.


The Problem:

An overheated economy produced housing speculation in both stable and weak neighborhoods, allowing false and temporary grand list inflation and overoptimistic local government spending. Prompted by global financial shockwaves, the cooling off has been abrupt and has affected property values in a dramatically uneven manner for cities with very uneven wealth like New Haven (In my opinion, our state property tax system really only seems to make sense in very homogeneous suburban contexts). Housing values in the few middle class neighborhoods have remained stable while housing values in the many working-poor neighborhoods have plummeted. This has caused a dramatic, instantaneous shift of tax burden to middle class neighborhoods that can’t be reasonably absorbed (many East Rock homeowners are facing 40-80% increases to already high property taxes). Many of my neighbors are now exploring exit strategies and those that were looking for property in New Haven have ceased their efforts.

 

Risk of the BOA and Legislature doing nothing:

There will be capital flight from New Haven’s stable middle class neighborhoods as residents flee excessive taxation. Demand may drop if buyers balk at high taxes but more likely, sellers will be forced to lower their asking price to compensate for the tax hike. This lost value will take a very long time to be regained and 5 years down the road the negative effect upon the Grand List will just bounce tax burden back to working poor neighborhoods, continuing a vicious cycle of destabilization. In the mean time the physical fabric of middle class neighborhoods will decline, as will their social fabric when vulnerable demographics such as the elderly are forced to leave. Inaction will undo years of effort spent stabilizing neighborhoods like East Rock and will halt investment in poorer neighborhoods because it will be clear that in New Haven, good behavior gets punished.

 

Local Contribution to a Solution:

The City of New Haven needs to cut spending. Unfortunately, given the magnitude of tax increases for East Rock, even a theoretically unlikely 10% across the board cut will only have a small impact upon those huge tax hikes. Immediate effective action would be for the BOA to lobby our legislative delegation for action.

 

State Legislature Contribution to a Solution:

State lawmakers must first pass the Homeowners Fairness Initiative to stem the bleeding however, the Homeowners Fairness Initiative’s phase-in only delays the inevitable unsustainable taxes. Nevertheless, it is necessary to give the legislature time to craft a more permanent long term tax policy that will counteract the local effects of global financial shockwaves. We need a property tax law amendment which tempers variability in taxation. No New Haven taxpayer should be asked to absorb a 40-80% increase in property taxes since we know that the historic rate of inflation compounded over 5 years (the same amount of time allotted between revals) is far less. Here are some examples of compounded CPI inflation over various 5 year time periods:

 

1981-1985 = 18% 

1986-1990 = 19% 

1991-1995 = 12% 

1996-2000 = 10% 

2001-2005 = 10% 

2006-2010 = 8% 

Average = 13%

 

The state legislative intention of the 5 year reval was to smooth out the affects of cumulative large tax hikes however, the opposite effect has happened and middle class neighborhoods in our poor cities are experiencing shocking tax increases. The law must be amended to cap property tax increases with some reasonable benchmark. We all know that the Proposition 13 tax cap in California produced painful and sometimes disastrous results but that was because its benchmark was below inflation and it starved healthy and reasonable government growth (growth in line with surrounding economic growth). We can learn from that lesson, craft a more sensible benchmark for tax hikes, and fashion a more reasonable and metered way to shift tax burden. The Legislature can find a way to alleviate our current problem and also allow reasonable continuity of government services. I propose that we cap any property owner’s tax increase for a 5 year period to 25%. This is a very high threshold since it is twice the rate of inflation and it gives local government tremendous flexibility in budgeting. I believe that this will promote investment in poorer neighborhoods because investors won’t have to worry about potentially egregious tax hikes following renewal. It will also protect both middle class and working poor neighborhoods from over taxation  in the event of a future speculative boom. This is not anti government; its pro-citizen and something the Democratic Party supermajority in New Haven can be proud of as sensible and innovative.

 

Thank you for your consideration.

 

Robert Narracci

678 Orange Street

New Haven, CT 06511 


