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The recent wave of mortgage foreclosures has affected cities and neighborhoods throughout Michigan. With
almost 150,000 foreclosures recorded in the first nine months of 2008 alone, the problems of abandoned housing
and collapsing housing markets have and made the problems of distressed communities even worse.

In the short run, mortgage foreclosures, declining home values and the attendant credit crises will impact local
governments in several ways:

e Plummeting home values will erode the primary tax base of virtually every community in Michigan; non-
residential property values are also expected to continue to decline as business failures increase.

e Increasing rates of property tax delinquency will have immediate budget impacts.

e Unoccupied properties, nominally under the management of the new title holder, may be inadequately
maintained, leading to negative pressures on nearby property values.

o As lenders sell foreclosed properties, often at “fire sale” prices, it will become more difficult for
homeowners who remain current on their mortgages to sell their homes at a price that will allow them to pay
off their mortgage debt; in this situation, homeowners may see default as the best option.

e Local government bodies will begin to experience diminished revenues as assessed values are adjusted
downwards to reflect the new market values.

¢ Communities where earlier increases in property values have created a gap between assessed values and
taxable values will not only lose the opportunity to adjust taxable values upward but they will also encounter
pressures to lower property tax bills, even though assessed values still exceed taxable values.

o When the housing market does stabilize, most jurisdictions will face a substantially reduced tax base and a
limited ability to increase assessments or tax rates. Local government bodies will begin to experience
diminished revenues. Importantly, Michigan’s property tax policies may exacerbate the fiscal problems
resulting from the foreclosure/financial/economic crises.

Given the inevitability of this scenario, short and long-term strategies will be necessary to stabilize local housing
markets and facilitate a return to fiscal health so that government bodies will be able to realize their own
financial recovery.



Schedule of Events and Speakers:

Coffee and Light Breakfast (8:30-9:00)
Introduction (9:00-9:15)

Representative Joan Bauer

Professor Gary Sands, Wayne State University

Professor Mark Skidmore, Morris Chair in State and Local Government Finance and Policy,
Michigan State University

An Overview of Michigan’s Property Tax Policies (9:15-9:35)
Mr. Doug Drake, Senior Policy Consultant, Public Policy Associates
Keynote Address: “A National Perspective on the Property Tax Crisis” (9:35-10:15)

David L. Sjoquist, Professor and Director of the Fiscal and Economic Research Center, Dan E.
Sweat Distinguished Chair in Educational and Community Policy, Georgia State University

“Forecasting Local Government Revenues in Michigan: Where Are We Headed?” (10:15-10:40)

Professor Eric Scorsone, Michigan State University

“A Report from the Trenches: Michigan’s Local Government Fiscal Crisis” (10:40-10:55)

Mr. Dan Kildee, Genesee County Treasurer
“A Report from the Trenches: Fiscal Challenges for Michigan Municipalities” (10:55-11:10)

Mr. Arnold Weinfeld, Director, Public Policy & Federal Affairs, Michigan Municipal League
“The Long-run Policy Implications of Michigan’s Property Tax Policies” (11:10-11:35)

Professor Mark Skidmore, Morris Chair in State and Local Government Finance and Policy,
Michigan State University

“A Discussion of Options for Policy Reform in Michigan” (11:35-Noon)
Professor Gary Sands, Wayne State University

Adjourn (Noon)



Doug Drake

Public Policy Associates
Lansing, MI 48912
(517) 485 4477
draked@publicpolicy.org

Douglas C. Drake is a senior policy consultant at Public Policy Associates and director of
its Health, Human Services, and Philanthropy business group. Mr. Drake's career in
public service and policy development spans over 30 years and is highlighted by his key
policy roles and experience in developing and implementing Proposal A, Michigan's
school finance reform legislation, and a variety of Michigan's taxation and education
policies. He is widely regarded as one of Michigan's top public finance and public policy
experts. Prior to joining PPA, Mr. Drake served for seven years as associate director of
the State Policy Center for Wayne State University, where he coordinated the university's
outreach efforts in public policy with state government, particularly with the Legislature.
Mr. Drake has consulted with foundations, school districts, and governmental agencies on
policy issues. Other positions held by Mr. Drake include director of the state's Office of
Education and Infrastructure at the Michigan Department of Management and Budget
(MDMB), special advisor on economics and revenue to the MDMB director, and several
other key policy and management positions for the Office of Revenue and Tax Analysis,
for the House Taxation Committee, and for the House's Democratic Research Staff. In
these roles, He has worked to increase understanding of policy implications surrounding
Proposal A, school funding, and the state budget and tax structure. Moreover, he recently
served as the coordinating editor of and major contributor to Michigan at the Millennium:
A Benchmark and Analysis of Its Fiscal and Economic Structure.



David L. Sjoquist
Department of Economics

Georgia State University
Atlanta, GA
(404) 413-0246
sjoquist@qgsu.edu

David Sjoquist is Professor of Economics and holder of the Dan E. Sweat Chair in
Educational and Community Policy in the Andrew Young School of Policy Studies at
Georgia State University. He also serves as Director of Domestic Programs and Director
of the Fiscal Research Center. His research focuses on public finance, particularly state
and local public finance, urban economics, especially local economic development and
central city poverty, and educational policy. He holds an M.A. and Ph.D. in economics
from the University of Minnesota. He is a member of several professional associations
and is on the Board of Editors of the National Tax Journal. He has been on the boards of
many local civic organizations and is currently a member of the Board of the Atlanta
Regional Commission, which is the planning agency for the Atlanta region.
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Eric Scorsone
Department of Agriculture, Food and Resource Economics
Michigan State University
East Lansing, M| 48824-1039

(517) 353-9460
scorsone@msu.edu

Dr. Eric Scorsone is a faculty member and Co-Chair of the State & Local
Government Program at Michigan State University. He specializes in the areas of
public administration and finance including performance measurement,
intergovernmental cooperation and other government management strategies. Prior
to coming to Michigan, Dr. Scorsone worked on public finance and economic
development issues as an Assistant Professor in the Department of Agricultural
Economics at the University of Kentucky. He has experience in the public sector
and served as an Economist for the Colorado Governor’s Office of State Planning
and Budget and as a Senior Economist for the City of Aurora, Colorado. He has
taught at the University of Bologna, Italy and University of Valencia, Spain in
public management. He received his Ph.D. in State and Local Public Finance
from Colorado State University. He received his Master’s degree from Michigan
State University and a B.B.A. from Loyola University of Chicago. He has also
worked on international development projects in Thailand, Macedonia and
Indonesia.
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