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Editorial

Declining property values require spending vigilance

The Detroit News

Southeast Michigan's housing sales and prices are taking a beating in the state's economic slump, as The Detroit News noted Monday. This will affect not only homeowners, but also government, because property taxes are the engine of local government and schools. 

This in turn could also impact state government's budget. 

As The News reported, in 2007 the average drop in the price of a home in Metro Detroit was close to 11 percent. Since 2004, the median home price in the region has declined 17.3 percent, the sharpest decline since the early 1980s. 
The number of home foreclosures in the four-county region -- Wayne, Oakland, Macomb and Livingston -- reached nearly 93,000 by November, a 65 percent increase over 2006. 

The number of homes listed for sale in the area, The News reported, was nearly 50,000, three and a half times the number listed in 2001. The result of an increased number of homes on the market while demand is declining is the falling home prices. 

In addition, the number of new homes being constructed is way down, with new building permits falling by more than 50 percent in the region between 2006 and 2007. 

Some real estate experts interviewed by The News suggested that the housing market would stay soft in the first half of the year, but might improve as bargain hunters seek to buy homes at discounted prices. 

Others say the housing market may be depressed for a couple of years. 

Oakland County officials are among those who expect housing values to stay depressed for the next two years, decreasing county government tax revenues. A presentation by Deputy County Executive Bob Daddow earlier this month noted that declines in home values are expected to cost Oakland County government $5.7 million in 2008, $6.8 million in 2009 and $13.3 million in 2010 from previous estimates. 

With the number of new homes under construction in such steep decline, the new taxes to be gained from homes being assessed at their full market value is also falling off, adding to the decline in revenues. 

Oakland County, Daddow's presentation suggests, has centralized land records that allow it to capture and analyze declines in homes values for local governments as well as county government. Other counties and local governments may not discover the extent of the revenue decline until later into this fiscal year, he contends. 

Daddow suggests that this means trouble not only for local governments and school systems, but for state government's budget, which could face greater pressures to aid the schools. 

State Senate Majority Leader Mike Bishop, R-Rochester, in an interview with The Detroit News editorial board Monday, said he believes state fiscal analysts have accounted for the local property tax declines, but he added that he is concerned about them. 

The implications for government are clear, and Bishop summed them up well. "We can't take a breath" in efforts to control spending. That applies to local governments and school districts as well. 

School districts will have to make use of their greater flexibility in bargaining health care benefits and other costs. Residents, such as those in Pontiac, who just turned down a move to give the mayor more control over the number of firefighters, will have get more realistic about the level of city services they can sustain. And all governments will have to continue to find ways to share services and costs. 

