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Boston, MA – Last fall citizens of Massachusetts approved a tax reform referendum called Proposition 2 1/2.  The measure, which had voter approval of nearly a 2 to 1 margin, sought to limit Massachusetts taxes by placing a mandated ceiling on property taxes and other traditional forms of municipal revenue.
Proposition 2 ½ is scheduled to take full effect in less than two months from now.  It requires cities to reduce property taxes by 15 percent each year until those taxes are no greater than 2 ½ % of full market value of a house.  For example, a $100,000 home could be taxed at no greater than $2500 a year.  To many other Americans such a tax level is incredulously high, but in Boston and its surrounding suburbs, Proposition 2 ½ will spell considerable savings.  In the suburb of Brookline, for example, a friend of mine recently purchased a $125,000 home.  He now pays over $5000 each year in property taxes!  The real tragedy is that the house itself is quite old, is in need of major repairs, and is not particularly attractive or large.  Such is the insanity in the current Boston regional housing market.
Since passage of the tax relief referendum this past fall, many Massachusetts politicians have been maneuvering to avoid implementation of Proposition 2 ½, or to discredit the concept.  Instead of working to identify and eliminate fiscal waste, many local officials are following the traditional playbook by laying off firemen, policemen, and teachers.  Each day Boston’s major newspapers are filled with stories about new layoffs in the public sector with accompanying predictions of doom by fire, police, and school officials.  Other cities are planning to convert traditional tax-supported services into separate self-supporting enterprises, such as municipal hospitals, rubbish removal and water and sewer services.  One wonders what a typical Massachusetts taxpayer would then be receiving for his $2500 tax bill each year!
Sooner or later other states with exorbitant tax rates are going to have to confront the issues raised by Proposition 2 ½ in Massachusetts.  The experience here in the Bay State suggests that high taxes do not come down easily.
I thought you might like to know.
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