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Good afternoon Senator Harp, Representative Geragosian members of the Committee.
Thank you for this opportunity to share some thoughts with you today.

My name is Ralph Eno. I am First Selectman in the Town of Lyme and I am also a
member of the Board of Directors of the Connecticut Council Of small Towns. My
remarks represent COST’s position on numerous planks of its legislative platform for this
session of the General Assembly.

Traditionally, your invitation to municipal CEQ’s has been intended to focus on the level
of state aid to be appropriated for cities and towns for the upcoming fiscal year. I
understand this year the scope of the discussion has been expanded to include state
mandates. Given the state of the economy and the distress both the state and its
municipalities are facing as a result, mandate relief is certainly an appropriate topic. It is
probably the most effective tool at your disposal to mitigate the impact of the severe cuts
in aid we are all anticipating.

My mission this afternoon is to reinforce this message. This could almost be a Dickens
novel: mandates past, mandates present and mandates future. Some of the longstanding
COST relief initiatives include:

Increase the Prevailing Wage Threshold on Municipal Public Works Projects to
One Million Dollars for Both Renovation and New Construction and Index the
Threshold to the Annual Inflation Rate.

This mandate results in significantly higher costs for local construction projects. Prior to
1991, the legislature adjusted the prevailing wage schedule threshold on a six year cycle.
The current benchmarks of $100,000 for renovation and $400,000 for new construction
have not been adjusted in over fifteen years. As state bonding practices become more
conservative and municipal access to already approved bonding money is being curtailed,
an adjustment in the prevailing wage threshold would provide significant benefit to local

property taxpayers.



Repeal the Property Storage Mandate

The 'St'ate f)f Connecticut hag imposed a costly and unjustifiable obligation on
municipalities to remove and store personal property left by evicted tenants There are
estimated 2,500 residential evictions annually with resultant storage costs Ming "
between $15 & $20 per day per eviction. This is especially burdensome for smaller towns
that lack the personnel to cope with this mandate. The property issue is the responsibility

of Iandl-ords and tenants. Tt is a purely civil matter and municipal involvement should not
be required.

Revaluation Relief

The mandated increase in periodic revaluations that municipalities must conduct needs a
complete overhaul. In the short term, cities and towns facing costly revals in the
upcoming fiscal year ought to be granted waivers if so requested. This is not good public
policy over the long term but current economic conditions make it Jjustifiable.

MANDATES PRESENT

Repeal the Mandate Requiring that Municipal Web Sites be Compliant with
Provisions of the Freedom of Information Act

Adherence to the act’s strict timelines for the posting of agendas and minutes will prove
difficult for many small and mid-sized communities. Compliance will likely necessitate
the retention of paid IT staff as well as place additional burdens on in house, volunteer
personnel. Further, public access to local government information was more than
adequately protected by the statute before it was amended. Municipalities are being
exposed to what is tantamount to FOIA double jeopardy by this unfunded mandate.

Repeal the In-School Suspension Mandate

The concept may be well intentioned, but requiring school systems to implement this
mandate places a costly burden on towns when they can least afford it. They will not only
need to find space for the program, but also hire staff to monitor students at a time when
we are all bracing for anticipated cuts in Education Cost Sharing aid.

MANDATES FUTURE

HB 6194, An Act Concerning Additional Workers’ Compensation Presumptions for
Firefighters, Police Officers and Emergency Rescue Workers

COST strongly opposes this bill. It places an unsustainable financial burden on towns and
their property taxpayers. Under terms of this bill, public safety personnel would be
entitled to special presumptions on top of already reasonable workers’ compensation
benefits. It would allow individuals to collect benefits without demonstrating a causal
connection between the illness and the job shifting the burden of proofto the towns to
demonstrate the illnesses are not job related.



Municipal Ethics

Crea‘tzon of municipal ethics commissions or oversight boards should be the exclusive
province of the electors anfl taxpayers in our respective communities. The report of your

same Yvould represent an unfunded mandate. Further, and there is no way to sugarcoat
thlS,. given the well _pt_zblicized cthical lapses by some members of the Executive, |
Legislative and Judicial branches over the past several years, it is hard to fathom how the

Regionalism Mandates

We’re hearing a lot this session about “Regionalism™ and how it can provide more cost
effective delivery of government services at the local level. COST has concerns about
two initiatives in particular. The first is Probate Court consolidation, especially the
Governor’s plan. Lyme budgets $750 annually to maintain its court. There has been no
analysis as to what the cost would be to participate in a consolidated system other than a
recommendation that town shares be based on their grand lists if T understand the
proposal. This “comparative wealth” formula virtually guarantees Lyme would pay more
for a court service which would no longer be conveniently accessible to our residents.
That would no doubt be the case for most small towns as well.

The proposed mandated increase in the minimum population base for regional health
districts is also a concern. It appears that there is no statistical analysis upon which to
base the 50,000 threshold and many smaller districts are being penalized with significant
cuts in their per capita state funding in your upcoming budget. At best, we are getting a
confusing, mixed message on regionalism from the State Capitol.

Attached to my testimony is a copy of an article in a recent edition of the Connecticut
Economy by Dr. Steven Lanza. He examines regionalism and its hypothetical benefits
with an analytical, scientific approach. His findings may surprise you.

Finally, COST continues to advocate enactment of a statutory prohibition of any more
unfunded mandates, or at least requiring a two-thirds majorify vote to enact same. Local
property taxpayers simply cannot bear any more! Barring this, COST respectfully
requests Reinstatement of the Provision Requiring Public Hearings on Unfunded
Mandates. A law requiring committees to hold public hearings on mandates referred to
them by the Connecticut Advisory Commission on Intergovernmental Relations was
repealed in 1997. COST believes this is an important oversight mechanism critical to
revealing the true impact of unfunded mandates and perhaps limiting the number actually

enacted.

Again, thank you for your time and attention. I would be happy to try to answer any
questions.
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A econsmic ihnes are prompting
folks in ail sectars of the aconomy
to cinch their helts an extra notch oy
two. Househoids are driving less and
shopping the bargain aisles, while
businesses are scolching expansion
plans and even paring back exist
Ing workforces. State and local gov-
ermments are feeling the pinch. too,
They're trimming budgets, muifing
tax hikes and looking for noval ways
0 econemize on service provision.
Regional consolidation is ane such
innovative idea, but can it actuaily
deliver the promised cost savings that
its propenents ciaim?

New Jersey’s Governor Jon Corzine
made headlines recently with an all-
stick, no-carrot plan to reduce state
spending and prod localities into
operating more efficiently. Corzine
has proposed eliminating state aid to
towns with fewer than 5,000 residents
and halving support to municipali-
ties with populations below 10,000,
Small municipalities could dodge the
fevenue-cutting axe by merging with
other jurisdictions or sharing services,
under the presumption thar these big-
ger service areas could capitalize on
economies of scale and reduce the cost
of local government.

In sheer number Connecticut’s 169
towns, spread out over 4,800 square
miles, pale beside the 21 counties over-
lapping 566 cities, towns, boroughs,
villages, and townships that New Jersey
has carved out for itself from just a
50% larger land area. But critics say
that Connecticut’s fractured system of
local government, however modest by
New Jersey standards, is no less waste-
ful and inefficient. Why shouldn the
Nutmeg State follow suit and consider
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alternatives—-«regionalism, municipal
consolidation, shared service provi-

sion—thar could lower costs and boost
efficiency?

THEORY 101

The problem is, economic theory
Is ambiguous about the connection
between organizational size and effi-
ciency. On the one hand, large towns
might indeed operate at a lower aver.
age cost by “spreading the overhead.”
A town of several hundred residents
might require a four-officer police team
to pravide round-the-clock protection,
but if that same force can just as eas-
ily serve the needs of several thousand
people, the larger town can provide
police protection at a lower cost per
person.

On the other hand, large govern-
ments may behave as monopolists,
with bloated bureaucracies that are
unresponsive to resident needs. These
so-called “leviathans” are motivated to
maximize revenue, bur lack incentives
to keep expenses low if they can simply
pass higher costs on to taxpayers. An
alternative system of many compet-
ing, smaller-sized governments might
encourage towns to minimize costs,
and also make it casier for people to
shop among jurisdictions for their pre-
ferred bundle of local public services
and other amenities,

Adding to the confusion, shoe-
horning a mass of autonomous munic-
ipalities into a limited space may bring
out the worst in decision malers,
encouraging them to behave strategi-
cally—free riding on the benefits of
adjacent towns’ public services or shift-
ing the costs of their own activities to
their neighbors. A town might site
a shopping center on its border, for



instance, in part to divert traffic into
neighboring jurisdictions. Carving out
larger towns from the landscape might
force municipalities to internalize more
of the costs of their own activities,
With strands of theory pointing in
so many different directions, whether
regional consolidation or some other
system of shared service provision
might enhance efficiency and lower
costs reduces to an empirical question.

ALL THINGS CONSIDERED

According to data from the
Connecticut Office of Policy and
Management (OPM), 2006 per-cap-
ita spending on local public servic-
es ranged from a low of $1,534 in
Mansfield (a figure no doubt skewed
by the large UConn student popula-
tion), to a high of more than thrice
that amount—$5,526 in Westport.
University students notwithstanding,
spending tends to be lower in the
northeast corner of Connecticut and
higher in the southwest part of the
state.

OPM breaks town expenditures
into two broad categories: education-
al spending (accounting for 60% of
municipal budgets) and non-educa-
tional spending (for public works, safe-
v, and other services), which makes
up the balance. Per-pupil education-
al spending varied from $8,163 in
Watertown to $16,135 in Canaan (see
Centerfold map on p. 12)—a differ-
ence of nearly $8,000—while non-
educational spending varied less in
an absolute sense but more in relartive
terms, from $427 per capita in Sterling
to $2,657 in Woodbridge.

Why the wide divergence? One
obvious source of variation is the cost
of factor inputs. Higher rents, wages

and capital costs will make public
services more expensive. The quality
of public services matters, too. Better
schools and a2 wider variety of recre-
ational amenities do not come cheap.
Other characteristics of the population
likely play a role. Youngsters com-
ing from disadvantaged houscholds
may need costly, remedial educational
services. And a more highly educated
adult population may insist on supe-
rior educational facilities for their own
kids.

The Corzine plan sketched above
presupposes that, once we've account-
ed for differences in input costs, service
quality, and other community char-
acteristics, larger towns are expected
to spend less on public services than
smaller towns because they can pro-
duce those services at a lower unit
cost. In economic terms, towns face
U-shaped average cost curves where
per-unit costs decline over a range of
output,

THESRY MEETS REALITY

'To estimate the cost of producing
local public services in Connecticut’s
169 towns, | constructed two separate
least-squares regression models: one for
educational services, the other for non-
educational services.

I modeled per pupil education
expenditures as a function of student
enrollment as well as the square of that
value, in view of the hypothesized non-
linearity in average cost with respect to
output, and of class size and computers
per student, to control for educational
quality. The model also includes medi-
an home values divided by the average
number of rooms {a measure of the
price of building space) and per-capita
debt burdens as a proxy for input costs.

Percent of households headed by a
female and percent of adults with a
college education capture community
characteristics, while a variable measur-
ing the average class size in neighbor-
ing towns allows for possible spillover
effects between municipalities.

The education regression yielded
significant coefficients, opposite in
sign, on the two enrollment terms:
negative on the enrollment term itself,
but positive on enrollment squared.
That combination suggests a U-shaped
cost curve that first declines, but then
turns upward after bottoming out at
an enrollment level of 7,700 students,
Since mean student enrollment per
own was only 3,347 in 2006, the
average school system would need to
more than double its present size to
fully capture scale economies. And
the payoff could be sizeable, The
difference between the least-efficient
and the optimally-sized school district
comes to more than $2,400 per stu-
dent (see the first graph, next page).
Thus, increasing district enrollments
through consolidations would likely
lower costs.

Per-student education cost is also
associated with the education qual-
ity of adjoining towns. Towns whose
neighbors have large class sizes tend ro
have lower costs of education, likely
the result not of 2 causal link but of
spatial dependency. Towns in close
proximity to one another often share
characteristics such as resident prefer-
ences and economic resources. So a
town with large class sizes is apt to be
located next to other towns that have
chosen to educate their kids in large
classes, too, and these large class sizes
reduce the per-pupil cost of education.
The estimated difference in expendi-
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ture between towns with the smallest
(12) and largest (24) own-class size ig
nearly $3,900.

The estimated differenial impacts
on costs between the bottom- and top-
ranked towns atising from changes in
the other independent variables were
also significant, Raising the ratio of
computers to students from a low of
0.083 to a high of 1.0 would cost more
than $1,500 per student (a reasonable
estiate of the price of 3 computer),
The $98,000-plus difference in room
values across the state translates into
a difference of $5,300 in per-pupil
spending, while the town with the
highest debt burden spends an esti-
mated $2,200 less than the one least-
burdened by debt. Perhaps the high
debt loads reflect earlier investments
in efﬁciency~enhancing buildings and
equipment. Towns with larger shares
of female-headed households and
adults with college degrees also spend
more per student on education.

SECOND VERSE, DIFFERENT
FROM THE FiRST '

A different tale emerges from the
second regression model, which refates
cost per capita for non-educational local
public services to output (measured by
population, since all residents share
these services), and other explanatory
variables {see second graph). Here,
the estimated cocfficient on the outpur
term, population served, is positive
and significant, but that for population
squared (to allow for nonlinearities) is

PREDICTED DIFFERENTIAL IN PER
PUPIL SPENDING

Change in per pupil spending

SOURCE: The Connesticut Economy

nor significant. For non-educational
services, unit coss appear to rise steadi-
Iy with output, unlike educational ser.
vices. Thus, expanding the scale of
government non-education services is
unlikely to generate any significant
cost savings, and may actually make
public services more expensive.

And unlike educational services,
which show evidence of 3 positive asso-
ciation between outpur in one town
and output (and cost} in adjacent
jutisdictions, non-educational services
exhibit signs of a negative spillover
effect. Per unit costs are inversely relat-
ed to average library books per capita
(a proxy for non-educational public
service quality) in surrounding com-
munities. So if neighboring towns
skimp on public services, 1 tovens own
cost of meeting its residents’ needs may
g0 up by as much as $300 per resident,
based on the difference between the
highest and lowest service levels of
neighboring towns.

Home values and female heads of
households, which were significant in
the education service model, exert a
similar influence on non-educational
service spending. Higher debr levels
added to rather than reduced non-edu-
cational expenditures, perhaps because
excessive borrowing weakened cred-
itworthiness and raised the cost of
capital.  And in this model median
age, rather than educational attaip-
ment, turned out to be a significant
demographic influence (positive) on
spending. Towns with a larger share

PREDICTED DIFFERENTIAL IN PER
CAPITA NON-ED SPENDING

1,800,

Change in per capita spending
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of business property on the grand list
a!sol Spent more per capita on public
Services, presumably 1o provide the
Decessary infrastructure that commer-
cial activities require.

READING THE TEA LEAVES

The regression results suggest that
municipal consolidation or other ser-
vice-sharing plans offer no silver bullet
for the problem of costly local public
services.  Localities probably could
benefit from additional cooperation in
the provision of local education. And
many towns already do participate in
regional school systems——Connecticut
has eight regional districts at the high
school level and nine districts in the
lower grades. The fact that more
municipalities do not forge such part-
nerships may reflect dimly-perceived
benefits of cooperation, an inability to
negotiate or police the terms of an alli-
ance with neighboring jurisdictions,
or a stubborn adherence to home rule
and local control of personnel and cur-
ricula. To the extent that towns sim-
ply prefer to manage their own school
programs, the resulting inefficiency
can be viewed as the price residents are
willing to pay for such autonomy.

Consolidating public services
doesn’t appear to offer the same econ-
omies of scale for public works, safety

and other services that it does for edu-
cation. Part of the explanation may
be that towns have already exploited
'whatever economies might be gained
in these areas, and the oSt savings
are already reflected in the data, In
the Hartford arca, for example, the
Metropolitan District Commission
provides water and sewer service to
eight participating municipalities.
The sizeable benefits that accompany
a large-scale undertaking such as that
were probably sufficient to overcome
the bargaining and enforcement costs
that might easily have scurtled a less
ambitious enterprise.

But such economies are probably
less characteristic of other public ser-
vices—safety, health, recreation and
the like. There’s a good chance towns
can add or reduce staff in these areas
as needed without affecting the unit
cost of inputs. And while there may
be some indivisibilities at the “plant”
level—eventually a town may have to
build or shutter a fire station or police
barracks——such adjustments will occur
in rough proportion with population,
and regionalism won't necessarily fore-
stall the need for them.

One way regionalism might
enhance efficiency is by mitigating
the kinds of spillover effects that were
evident in the non-educational setting.

FACTORS AFFECTING PER PUPIL AND PER CAPITA NON-EDUCATIONAL SPENDING

Coefficlent PValue

Constant 1577792 0.00
Enroliment 0159745  0.04
S ™ 104605 000
Class Size 323181 0.00
Sorpute. 1663339 0.01
Room Value 0053329 000
fomaleHesded 1014213 000
BADegrees 3576427  0.00

Debt4o-ncome -7143.167 0.00
Nelghbor Class 1502455  0.01

Coefficient P-Value

Constant 8391034 001
Poptiation 0.005212 0.05
Population . .

g qggred 3.35E-08 0.13

Books per Capita 34.49757  0.00
Grand List 6003583 011

Business Share

Room Value 0.013907 0.00
Femate-Hoaded Y
Households 2507708 0.01,
Median Age 21.01666 0.00
Pebtto-income 2532.297 0.00

Neighbor Library 0.03
sooﬂ 2505388 o

Coefflcient values measure the change in per pupil spending (left t'able) and per cap-
ita non-educational spending (right table) associated with a one—um; change in each
independent variable listed. The pvalues are estimates of the likelihood that ‘Ehf,-se
coefficient values occurred by chance, The smaller the pvalue, the more statistically

slgnificant the result.

Why? Benefits and costs can take on
2 spatial dimension, and their spheres
don't always overlap, A municipal
library may restrict borrowing privi-
leges to local residents, for example,
but it probably can' completely bar
(either de jure or de Jacto) out-of-
towner access to other conveniences
such as public reading rooms, rest-
reoms, or WiFi Internet. Where free

riding occurs, however, towns have
the incentive to under-provide public
services. In Connecticut’s case these
impacts appear moderate. For every
ten percent increase in its neighbors
non-educational output, a town’s costs
decrease by about 1%.

Connecticut’s long and strong
resistance to regionalism is at least
partly justified by an apparent absence
of significant scale economies, at least
for non-educational services. But evi-
dence of significant spillover effects
suggests that more regional coopera-
tion might make good sense.
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