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To the Members of the Legislative Research Council
GENTLEMEN: The Legislative Research Bureau submits

herewith a report relative to the fairness of the State subsidy
formula for local school construction, prepared by request of the
Honorable John E. Powers, President of the Senate and Chairman
of the Council.

This study supplements two earlier Research Council reports in
this general area which were prepared by directives of the General
Court, namely: Increasing State Aid for Schools, and Group Acci-
dent and Sickness Insurance for Town Employees (Senate, No.
570 of 1956); and School Construction Methods and Costs and
Uniform Architectural Plans (Senate, No. 675 of 1958). The con-
tent of the present document has as usual been restricted by statu-
tory requirements limiting Research Bureau output to factual re-
ports without recommendations or legislative proposals.

The preparation of this report is primarily the work of Messrs.
Joseph F. Turley and Richard M. Doherty, of Boston College.

Respectfully submitted,

HERMAN C. LOEFFLER,
Director, Legislative Research Bureau

LETTER OF TRANSMITTAL TO THE LEGISLATIVE
RESEARCH COUNCIL
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FAIRNESS OF THE STATE SUBSIDY FORMULA FOR
LOCAL SCHOOL CONSTRUCTION

I
LEGISLATIVE BACKGROUND

Origin and Scope of Study
This report was prepared in response to a request of Senator

John E. Powers of Suffolk that the Legislative Research Council
study the “fairness and equity” of the present formula governing
state financial assistance on local school construction under the
School Building Assistance Act of 1948 (Chap. 645, as amended).

Before presenting a detailed discussion of the specific terms of
the school building assistance formula, the report considers briefly
two general aspects of the program as a whole. The first of these
two background aspects is that in general the comparatively gen-
erous state aid being given the towns of the Commonwealth is at
the expense of the cities. This result is due to the fact that
$10,000,000 of school building aid, now being paid annually out
of personal income tax proceeds, was formerly included with such
total proceeds distributed annually to the cities and towns solely
on the basis of equalized assessed valuations (namely, local assessed
valuations “equalized” to a 100% market value, using recent real
estate sales as a guide). Under the state school subsidy program
of the past decade, the above town-city disparity is attributable
to a formula which distributes the $10,000,000 of subsidy toward
local school building projects on the basis of not only the former

of equalized valuations but also the new factor of school
membership.

The second general background discussion in the report concerns
the lack of action by the School Building Assistance Commission
on the legislative mandate that it “shall from time to time, by regu-
lation, establish maximum unit costs of construction.”

01fx' (Emiimmuiu'ctltlj uf maauarljuactta
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Major Provisions of School Building Assistance Act
This temporary statute, first enacted by the General Court a

decade back and renewed at three year intervals, reflected a critical
need for state assistance to help localities replace obsolete and
unsafe school buildings and provide the additional classroom space
required to accommodate a rapidly increasing local school popula-
tion. Its purposes are threefold: (a) to provide partial relief of
the local property tax burden, by means of an equalization formula;
(b) to promote the construction of more and better local schools;
and (c) to encourage the formation of regional school districts.
Under the Act a temporary five-member State School Building
Assistance Commission extends state aid for local school construc-
tion on the two following bases:

(a) County, city and town aid, other than in regional districts,
of one-fourth the project cost multiplied by the state-local
ratio of equalized valuation per pupil in net average mem-
bership, with a minimum grant of 20% and a maximum
grant of 50% of approved project costs.

(b) Aid to regional school districts of one-third the project cost
multiplied by the state-district ratio of the equalized valu-
ation per pupil in net average membership, with a minimum
grant of 35%, and a maximum grant of 65% of approved
project costs.

The original statute establishing the local equalized valuations
of 1945 as the basis of determining state assistance, is still in
effect.

The Act specified that the state grant shall be paid to the county,
community or district in equal annual installments over the life
of the local school building bond issues which are limited to a
maximum term of 20 years. However, the whole amount of state
aid is paid in five equal annual installments to those communities
which help to finance their projects with less than 50% of bor-
rowed funds.

Schools Constructed Under Act. Since the School Building Assist-
ance Program got under way in 1950, the State School Building
Assistance Commission has approved 834 local school construction
projects, with the huge estimated total cost of $505 millions. Of
this total, the Commonwealth is paying over a third or $lB7 mil-
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lions towards the retirement of local school building bonds as they
fall due over 20 years. Of the 834 projects, 194 are located in 33
cities, 615 in 250 towns and 25 in 25 regional school districts. The
Commonwealth is now annually appropriating about $lO millions
and will have to appropriate in decreasing annual amounts for
many years after the program ceases to be authorized.

Under the School Building Assistance Program, substantial im-
provement has been made in recent years in the condition of local
school buildings of Massachusetts, according to surveys of their
1953 and 1959 status made by the State Department of Education.
Thus, the ratios of “satisfactory” structures has risen markedly
(increase from 26.2% to 40.0%), and the ratios of “fair” struc-
tures, have remained stationary (from 45.5% to 46.0%), while the
ratios of “unsatisfactory” buildings has been cut in half (from
28.3% to 14.3%).

Legislative Developments

Three legislative recess studies submitted to the General Court
during the last five years have emphasized some of the major prob-
lems inherent in the School Building Assistance Act. A 1955report
by the Fiscal Survey Commission charged that inequities result
from the continued use of obsolete 1945 equalized valuations in the
various state aid formulas, including school building assistance.
This point was reiterated by the Legislative Research Council in its
1956 “Report Relative to Increasing State Aid for Schools,” and
again in its 1958 “Report Relative to School Construction Methods
and Costs and Uniform Architectural Plans.”

This report indicates the substance of ten proposals which have
been submitted to the 1959 General Court, as follows:

(1) Increase to 37 1/> % the present minimum 20% School Build-
ing Assistance Grant, for counties and municipalities and
the minimum 35% grant for regional school districts (House,
No. 1875).*

(2) Provide state assistance for remodelling and renovation of
school buildings, now limited to complete construction
(Senate, No. 90).

(3) Substitute, for the present variable Massachusetts formula
which adjusts aid to local conditions, the flat grant on a
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per pupil basis which is used in Connecticut to discourage
extravagant projects (House, No. 1044),

(4) Establish maximum unit costs of school construction, to
serve as a limit on state aid (House, Nos, 137 and 1488).

(5) Authorize special studies of the School Building Assistance
Program and School Building Practice (House, Nos. 1044,
1495,1977).

(6) Change the procedure in installment payments of school
building assistance by the Commonwealth (Senate, No. 86).

(7) Provide a special grant to the town of Millville covering a
school project disapproved by the School Building Assistance
Commission (House, No, 236).

PRESENT SCHOOL BUILDING ASSISTANCE FORMULA

Components of the Formula
The “equalized valuations” currently used in the School Building

Assistance Formula are those established for state tax apportion-
ment purposes by the Equalization Act of 1945 (C. 559). These
equalized valuations presumably adjusted the actual 1945 valuations
of local assessors to the basis of 100% of fair market value using
available evidence from property turnover.

The total equalized valuation of all localities in the Common-
wealth were estimated in the 1945 Equalization Act at $6.9 billions.
Eleven years later, another commission recommended a schedule
of local equalized valuations in 1956 adding up to a total of $16.8
billions. Currently, a 1959 revision has just been published by the
State Tax Commission proposing total local equalized valuations
of $19.2 billions.

“Net average membership”, as used in the School Building Assist-
ance Act, is the daily average of children on the local school
register, with adjustments for non-resident pupils. In the case of
regional schools, the net average membership is the aggregate of
net average memberships of towns in the district.

The two foregoing factors of 1945 local equalized valuations and
current net average memberships of public schools determine the
community or regional equalized valuation per pupil so long in
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effect under the School Building Assistance Act. Thus, a town with
an equalized 1945 valuation of $8,000,000 and a current net average
membership of 1,000 pupils would have an equalized valuation per
pupil of $B,OOO.

Operation of Formula. The discussion in the Council report makes
major observations with respect to the equalized valuation aspects
of the School Building Assistance Formula:

(a) Neither property tax payments nor assessed valuations are
an adequate measure of need or ability-to-pay either of
individuals or communities.

(b) Basing formulas of distribution on equalized valuations does
not really put rich and poor communities on an equal basis.

(c) The continued use of the obsolete 1945 equalized valuations
serves only to worsen the inequities already inherent in
equalized valuations.

To illustrate the results from the use of 1945 equalized valua-
tions, the report analyzes state aid under the formula for (a) the
four older, stable cities of Boston, Lawrence, Lowell and Somerville
and (b) the four fast-growing, suburban towns of Bedford, Bur-
lington, Holbrook and Wayland.

The analysis shows that results of the distribution formula are
distorted because the 1945 equalized valuations fail to reflect what
has happened since then to communities individually and collec-
tively. Thus, Boston’s relative wealth has declined and Lawrence’s
has increased moderately, but their percentages of state aid re-
main the same because both cities are entitled only to the guaran-
teed 20% minimum grant. On the other hand, the two cities of
Lowell and Somerville have increased their valuations somewhat,
while their percentages of aid have declined rather sharply.

In striking contrast, all four suburban towns have more than
doubled their valuations; yet all received the same maximum 50%
state grant under the formula, and two actually increased to that
maximum during the period 1950-1958. It would seem that the
formula treats the rapidly growing areas more liberally than was
originally intended.

The subsidy formula neglects certain other factors, such as (a)
aid to accomplish major renovation of old school buildings, and
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thereby postpone or avoid new construction, which is a matter of
the greatest concern to hard-pressed older cities such as Boston;
(b) increased valuations in the suburbs, whose ability-to-pay is
frequently much greater than indicated by the fictitious criterion
resulting from the use of obsolete 1945 valuations; and (c) the im-
pact of the formula on the local tax burden of state aid payments.
On this last score, a recent study of ten wealthy and 29 poor towns
by the Massachusetts Teachers’ Association showed that for the
same total school building expenditures the poor towns must bear
an extra tax load, after state aid, which is 2.7 times greater than
thatof the richer towns.

To determine the effect of substituting equalized 1959 valuations
for those of 1945 which have by statute so long controlled state aid,
the report presents tables giving individual comparisons on both
bases for nine cities, 20 towns over 5,000 in population, and 25
towns under 5,000 in population all chosen at random from the
1955 state census. The following six important points developed
by this study are quoted below from the report;

1. If recent equalized valuations determined state grants,
the chief beneficiaries would be the cities of Massachusetts.
Of the nine cities examined, seven would have their percent-
ages of aid increased, with Somerville experiencing the great-
est increase from 21.41% to 32.73%. The remaining two
cities Cambridge and Salem would still receive the pres-
ent 20% minimum. None of the cities would have their per-
centages of aid reduced. The average grant for ail nine cities
would increase by 7.07 percentage points.

2. On an overall basis, 65% of the communities in the study
(all of them towns) would have their percentages of aid de-
creased, 20%would see their percentages increased, and 15%
would remain the same. The amounts of decrease range from
a low of 2.19 percentage points in Plymouth, to a high of 30.00
points in Westwood. The average decrease of the larger towns
would amount to 16.55 points and for the small towns, 13.01
points.

EFFECT ON STATE AID OF RECENT VALUATIONS
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3. Of the 15 towns in the study which currently receive the
maximum aid of 50%, none would still receive that percentage
if the 1959 equalized valuations were used. These 15 towns
would have their percentage of aid decreased by an average of
19.67 percentage points, ranging from a drop of 6.08 points in
Medway to 30.00 points in Westwood, which causes the latter
town to drop from maximum aid to minimum aid.

4. Of the eight cities and towns whose percentage of aid
would remain the same, seven would still receive the minimum
of 20%. This result reflects the fact that their equalized as-
sessed valuations per pupil, using either 1945 or 1959 figures,
are far in excess of the average state figure. The difference is
so great that they could receive more aid only if the law were
amended to increase the minimum grant. This is especially
true of the cities.

5. The analysis supports the contention that use of the 1945
valuations in calculating aid for school building distorts the
formula results by making the relatively richer towns appear
poorer in terms of equalized value per pupil, thus sustaining
their high percentage of aid. The ability-to-pay of those towns
which have doubled, tripled and even quadrupled their assessed
valuations in recent years because of residential and industrial
development and new highway construction, surely has not
remained constant or decreased. Yet the results of the formula
so indicate.

For example, a suburban town on Route 128 has increased
its valuations from $2.4 million in 1945 to $15.9 million in
1958—an increase of 563%. According to the formula, how-
ever, the town has grown poorer, since its equalized valuation
per pupil dropped from $4,378 in 1950 to $1,368 in 1958.

6. While it is true that serious inequities and distortions re-
sult from the use of 1945 equalized valuations in the present
aid formula, great care must be taken if and when it is re-
placed by a more equitable and up-to-date method of distri-
bution aid. For example, the simple substitution of the 1959
equalized valuations, without other supplementary aid, would
work financial hardship since so many of the communities
would be affected adversely.
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The closing chapter of the report summarizes a recent study of
this subject which analyzed the great variations in the school build-
ing assistance plans of other states. Some states seek to equalize
educational opportunity between “rich” and “poor” communities,
others strive only to increase the number of school structures, and
still others to promote regional consolidations. Thus, they vary in
their objectives.

To accommodate these variations, the report discusses practices
elsewhere under the following categories: (1) school building, au-
thorities, (2) special purpose grants, (3) flat grants, (4) founda-
tion programs, (5) combination loans and grants, and (6) matching
grants.

CONCLUSIONS
The report finds that the state program of school construction

aid has gone quite far in helping to achieve a much desired im-
provement of the local school plant throughout the Commonwealth.

However, the fairness and equity of that program is found to
be seriously impaired by the use of obsolete 1945 equalized valua-
tions to control the distribution of state aid. They fail to reflect
the increases and decreases of local wealth and comparative ability
to support new school construction.

The present formula falls quite far short of equalizing tax bur-
dens on local governments for constructing new schools, after re-
ceiving state aid. A recent study is cited showing that, though
various poor towns receive maximum state aid, they have a tax
load 2.7 times that of richer towns receiving minimum state aid.

The formula of state aid works unfairly for the older cities by
only giving financial assistance on new building construction. As
a practical matter they need help in meeting the costs of thorough
going renovation and remodelling of existing structures.

Some of the suburbs have greater long run ability to meet new
school building costs yet they are more generously treated than
big cities with difficult problems of decay, congestion, and hence
increased costs.

The flat grant system of Connecticut is favored by some because
it is simple and restricts state aid to reasonable limits while leaving

PRACTICE IN OTHER STATES
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the communities free rein to go much further if they wish with
the scope of their building plans. Others object because of its lack
of equalization efforts to somehow balance the rich and the poor.

Any changeover to present day equalized valuation controls for
state aid determination is bound to be drastic and must be ap-
proached with caution.
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Origin and Scope of Study

Senator John E. Powers of Suffolk requested on November 26,
1958 that the Legislative Research Council “make a study and
investigation relative to the fairness and equity of the present
formula governing state financial assistance on local school building
construction, as set forth in Chapter 645 of the Acts of 1948, as
amended.”

That formula authorizes state subsidies of from 20% to 50% of
the costs of new approved school buildings or school building ad-
ditions erected by counties, cities and towns, and from 35% to 65%
of the costs of such construction by regional school districts. The
exact percentages of state aid in individual cases depend upon a
formula employing ratios of the state vs. local equalized property
valuations 1 established by 1945 statute (chapter 55) and ratios of
the state vs. local “pupils in net average membership” in the public
schools during the school year most recently ended.

Among various general considerations, Senator Powers also
raised questions about the propriety of the present formula in its
treatment of the older, congested “core” cities of Massachusetts
with their problems of urban decay, as contrasted with the benefits
received under the formula by other and newer types of growing
communities. Over the last few years city officials have complained
with increasing emphasis that the formula does not reflect the need
of the older cities for state school building assistance, and that state
aid to expanding suburban communities with greater resources is
out of line.

Sllfp (Cmmiuniuu'altlj nf mjaaaadjunrtta

FAIRNESS OF THE STATE SUBSIDY FORMULA FOR
LOCAL SCHOOL CONSTRUCTION

CHAPTER I. LEGISLATIVE BACKGROUND

lEqualized valuations are local assessed valuations adjusted to 100% market
value using recent real estate sales as a guide.
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The above request by Senator Powers was approved for staff
study by the Legislative Research Council on December 10. 1958.
At the same time the staff was directed to review related aspects
of the state school building assistance formula aspects as they
arise in two earlier reports by the Legislative Research Council
relative to (1) state aid to schools (Senate, No. 570 of 1956) and
(2) methods and costs of school construction (Senate, No. 675 of
1958).

This report is therefore related specifically to the fairness and
equity of the statutory formula by which school building assistance
funds are distributed to the cities and towns of the Commonwealth
under Acts of 1948, c. 645, s. 9.

Subsidy Program as a Whole

In the course of study of the subsidy formula, other facets of the
problem arose which, though not of immediate relevancy to the
issue of fairness and equity, are nevertheless important in consider-
ation of the school aid program as a whole. They are therefore
briefly commented on in the following two sections.

The School Building Assistance Act provides that “funds shall
be appropriated for this purpose.” It does not designate the specific
funds out of which the subsidy program is to be financed. Hence,
the General Court must annually appropriate the amounts required
to fulfill the provisions of the Act.

While this appropriation is technically made from the General
Fund, the amount appropriated is transferred from the proceeds
of the income tax to the General Fund when the budget is enacted.
Proceeds of that tax are therefore the source of some $lO million
being appropriated annually in recent years for school building aid.

But if there were no School Building Assistance Program, the
distribution of income tax proceeds which is normally in effect
under the General Laws would of course also hold for this ad-
ditional $lO million amount. In that case the $lO million would
also be distributed to the cities and towns “.

. . in proportion to
the amounts of the last preceding state tax imposed on them. . . ”,

Source of Subsidy Funds
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most recently specified by Acts of 1945, c. 559.1 Under that “state
tax” basis of distribution, the greater the local equalized assessed
valuation, the greater is the local share received. The “state tax”
basis of distribution is therefore proportionately larger for the
cities, which have the bulk of valuations of the Commonwealth.

Absence of Ceilings on Subsidized Construction Costs
The School Building Assistance Act requires that “for the pur-

pose of determining the estimated approved costs of school con-
struction, the Commission shall, from time to time, establish
maximum unit costs of construction” (Acts of 1948, c. 645, s. 8).
Maximum figures have not been set by the Commission. 2

A pending proposal (House, No. 2691 of 1959) would set up a
special commission to determine . . the feasibility ... of maxi-
mum and minimum standards for state-aided public school con-
struction.” It proposes that the special commission be composed
of two members of the Senate to be designated by the Senate Presi-
dent, three members of the House to be designated by the Speaker,
the Administrator of the School Building Assistance Commission,
and four persons to be appointed by the Governor.

School Building Assistance Act

During World War 11, public and private construction of capital
plant had to be deferred because of shortages of labor and materials
resulting from the war effort. The need for new state and local
buildings and facilities became quite pressing. With the end of the
war, efforts began in earnest to improve the buildings of state and
local governments.

It soon became apparent that one of the most pressing of these
needs was school building construction. Thus, a study by the Massa-
chusetts Department of Education in 1954-1955 showed that, of
2,071 of the 2,164 public schoolhouses existing in 1953, more than
half were then over 30 years old, and another 25% were over 50

Background of Subsidy Statute

ißy statute, proceeds of the 1%% state tax on personal incomes are placed
in a special fund to be distributed to the cities and towns under G.L. c. 58,
s. 18 (G.L. c. 6ZA, s. 7).

2For discussion, see Report by Legislative Research Council, School Con-
struction Methods and Costs and Uniform Architectural Plans. Senate, No.
675, dated Feb. 26, 1958, pp. 79-80.
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years old. 1 The study further pointed out that many of the buildings
that were less than 30 years old, though still sound, had probably
become obsolete due to widespread changes in curriculum. In gen-
eral, the survey classified as follows the local school plant in the
Commonwealth within three classifications of condition, and the
numbers of students served within each of the three classifications;

Table 1
Condition of 2,019 School Buildings in 1953

Condition of School Buildings in 1953 No. Students
Structures Number Per Cent Served

Satisfactory 529 202 218,430
Fair 918 45.5 330,012
Unsatisfactory 572 28.3 133,409

Total 2,019 100.0 681,851

f

Added to this inventory consideration was the fact that school
population was growing at a rapid rate. Thus, it was estimated
that the net average membership in Massachusetts public schools
would increase by close to 200,000 over the decade ending in 1957,
and that there would occur a further increase of some 77,000 by
1960.1

These 1954 studies concluded that 874 school buildings should be
abandoned forthwith (302 “fair,” plus all 572 “unsatisfactory”
structures), and over 10,000 additional classrooms should be con-
structed for the burgeoning school population. The cost of this
new construction was estimated to be $557 million.

The localities lacked the resources to launch such a general school
building program. The property tax is the major local source of
revenue to the cities and towns. In the post-war period, population
began to grow and new demands were placed on the localities.
Property taxes began to increase rapidly; on this score, the Fiscal
Survey Commission noted in 1955 that “. .

. since 1945, real
property taxes . . . have increased ... 99 percent, while the
assessed valuation of property, which is the base for these taxes,

. increased only 31 percent. . .

.”2

Accentuating the problem of classroom shortages was the steadily

I'Mass. State Dept, of Education. Massachusetts Public School Facilities
Survey, Sept. 1955. Co-operative federal-state study under U. S. Public Law
815 of 1950, pp. 10, 56.

iMass. State Dept, of Education. Future Public School Enrollments and
Teaching Staff in Massachusetts. August 1955, p. 23.

2Fiscal Survey Commission, First Report. House, No. 2385 of 1955, p. 14.
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increasing cost of nearly all other aspects of the educational pro-
gram— land, etc. General construction costs more than doubled
in the 1940’s and labor costs more than tripled. As a result, it is
estimated that an average classroom facility costs about $40,000
for the usual school program.3 Bond issue costs to finance such
construction have also increased because of high interest rates.

Under local limitations, created by these financial circumstances,
the communities would have been compelled without state help
either to postpone school construction entirely, or to build schools
which were adequate only for present needs. Any other course
would place a further heavy burden on property owners, in some
cases a burden of intolerable proportions.

However, educational needs can be deferred only with harmful
effects. Hence the General Court came to the aid of the hard-
pressed cities and towns and enacted the School Building Assistance
Act of 1948 (Chap. 645).
Purposes of the Statute

The purposes of the Massachusetts School Building Assistance
Act are threefold: (a) to relieve the local property tax burden;
(b) to promote the construction of modern, adequate, safe schools;
and (c) to promote cooperation among communities in the for-
mation of regional school districts.

(a) Relief of Local Property Tax Burden. Each new item added
to city and town budgets in the post-war period meant a rise in
local rates, which had already increased three times faster than
the rate of increase in assessed valuations. Undertaking a school
building project would usually mean borrowing by bond issues,
causing appreciable local budget costs while not adding to assessed
valuations. Annual borrowings by municipalities for school con-
struction stood at almost $l2 million in 1948 and represented
almost one-quarter of all new debt issued by Massachusetts cities
and towns. State aiH was needed to help the communities meet the
$5OO million burden of new school construction.

(b) Improving School Construction. The program proposed not
only more schools but better schools. It was emphasized that
advancing technology requires that modern day students be well
educated in science as well as the arts and expensive new laboratory

sCounoil of State Governments, Financing Public Schools, Dec. 1958, p. 3.
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facilities therefore must be installed. In addition, gymnasiums,
cafeterias, lecture halls and the like were demanded. Adequate
outside recreation space became a necessity. All these aspects of
improved school structures added greatly to the already high costs
of construction, and were beyond local tax resources.

(c) Stimulating Regional Approach. The most hard pressed of
all Massachusetts communities in this picture were the very small
towns. Of the Commonwealth’s 312 towns, 219 or 70% had popu-
lations of less than 5,000 in 1945. Most of them faced the problems
of increasing school population, inadequate classroom space, and
inability to finance the needed construction without overburdening
property owners. For example, towns with only a few hundred
school-age children and low valuations, would have to increase their
tax rates substantially in order to meet the costs of new school
construction, especially if the value of taxable real estate had
not increased in the community.

If each of these small towns built its own schools, possible econo-
mies would be lost. Thus, two adjacent towns with small school
populations might each build a 240 pupil school building of 8 class-
rooms to cost about $400,0002 However, if the two towns were to
meet their needs in one consolidated building of 16 classrooms, the
total construction costs would be reduced from $BOO,OOO to some-
thing like $650,000.

This overall result is illustrated by one new regional high school
which is now in operation where the following savings in major
construction items were made, one instead of two of each of
the following facilities: gymnasiums, health suites, administrative
suites, libraries, cafeterias, and assembly areas. Furthermore, the
larger combined building makes possible more efficient use of class-
rooms and hence a lesser total thereof. Finally, the combined build-
ing cuts boiler room, storage space and outdoor area requirements
substantially.

Aside from economies in construction, the combination building
makes possible other important savings in daily operating costs,
stemming from reduced costs of salaries for administrators and
teaching personnel. In view of all these very real advantages, the

I'Cost figures approximated from the Legislative Research Council Report
Relative to School Construction Methods and Costs and Uniform Architectural
Plans. Senate, No. 675, February 26, 1958, pp. 143, 147,
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General Court authorized more liberal aid to stimulate the joining
together of communities in regional districts.
Summary of Subsidy Statute

The stated purposes of the Massachusetts School Building As-
sistance Act are; “To promote the planning and construction of
school buildings and the establishment of consolidated and regional
schools ... to insure safe and adequate plant facilities for the
public schools, and to assist towns in meeting the cost thereof. . .

.”

In furtherance of these ends, the Act contains the following main
provisions:

1. Establishment of a temporary School Building Assistance
Commission consisting of five members, namely, three appointed
by the Governor, and two by the Board of Education. The Com-
mission is an agency within the Department of Education, but not
subject to control by that department.

2. The Commission appoints an Administrator, executive officer
of the Commission, to administer its duties.

3. The Commission is authorized to reimburse cities, towns or
regional school districts, in whole or in part, for the following costs:
(a) Educational, engineering and architectural services incidental
to planning regional schools; and (b) surveys of city, town, or
regional school building needs and conditions, for which contracts
have been approved by the Commission.

4. The Commission is also authorized to reimburse the city,
town or regional school districts for a portion of the final approved
cost of school building construction in accordance with the fol-
lowing formulas:

(a) 'For cities and towns, a total construction grant of one-fourth (Vi)
of the final approved cost of the project multiplied by the ratio of
equalized valuation per pupil in net average membership of the
Commonwealth to the same valuation for the city or town. Minimum
grant, 20% of final approved cost; maximum, 50%.

(b) For regional school districts, a total construction grant of one-third
(Vs) of the product of the final approved cost multiplied by the ratio
of the equalized valuation per pupil in net average membership for
the Commonwealth to the same valuation for the towns comprising
such districts. Minimum grant, 35% of final approved cost; maxi-
mum, 65%.

(c) For counties, a grant of one-fourth (%) of the final approved cost
multiplied by the ratio of the equalized valuation per pupil in net
average membership for the Commonwealth to the same valuation
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for all the cities and towns of the county. Minimum grant, 20% of
final approved costs; maximum, 50%.

5. In determining this grant, the law requires use of the net
average membership for the last school year and the last state
equalized valuation, both next prior to the date of the award of the
construction contract.

6. If the total project is to be financed by the sale of notes or
bonds not exceeding 50% of the approved cost, the total construc-
tion grant shall be paid in five equal annual installments. In the
case of all other projects, the grant shall be paid in equal install-
ments during the life of the bonds issued for redemption over not
more than a 20-year period.

The life of this temporary Commission has been extended three
times, most recently to June 30, 1965. This repeated legislative
action is probably indicative of the long-term need for the program
administered by this “temporary” agency.
Number and Cost of Schools Constructed Under the Statute

The large cumulative growth of the School Building Assistance
Program over the past decade is indicated by Table 2 below. This
Table shows that 834 local school construction projects, costing
over $505 million, have been approved by the School Building
Assistance Commission since 1950, when actual operations under
the School Building Assistance Act began. Of the 834 projects,
194 were located in 33 cities, 615 in 250 towns, and 25 in 25 regional
school districts. The Commonwealth’s share of this $505 million
cost amounts to nearly $lBl million, or a little over a third of the
total outlay.

Table 2
Number of Approved School Projects and Estimated Costs and State Aid

Fiscal Years 1950-1959

Fiscal No. Approved Projects Project Costs (Million) Cumul.
Year Annual Cumulative Annual Cumulative State Aid
1950 140 140 $46.0 $ 46.0 $ 14.0
1951 73 213 35.0 81.0 26.0
1952 94 307 52.3 133.3 43.0
1953 55 362 34.7 168.0 56.0
1954 93 456 63.0 231.0 76.0

1955 91 547 54.0 285.0 96.0
1956 96 643 69.0 354.0 122.0
1957 92 735 63.0 417.0 150.0
1958 34 769 30.2 447.2 159.4
1959 (Est.) 65 834 58.0 505.2 180.8

Source: Senate, No. 675 of 1958, and Records of School Building Assistance
Commission for 1959.
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The present status of the approved projects is given in Table 3.
The tabulation shows that of the 834 such projects, 544, or a bit less
than two-thirds have been completed by the localities and certified
for payment of state aid. The remaining 290 approved projects
were not yet completed or certified for payment.

Table 3
Status of School Building Projects Approved Since Jan. 1, 1946,

As of March 10, 1959
Status of No. of Cost of Projects State Grant

Approved Projects Projects (Millions) (Millions)

Completed and certified for
payment 544 $261.5 (actual) $89.1 (actual)

Not yet completed or certified 290 243.7 (est.) 91.7 (est.)

Total 834 $505.2 $lBO.B
Source: Records of the School Building Assistance Commission.

Annual costs to the State Treasury to make grants to localities
under the School Building Assistance Act, and the related state
administrative expense are shown in Table 4 below. State grant
payments per year gradually rose to amounts ranging a little below
$lO million in the past three fiscal years. The administrative cost
of the program has remained relatively small.

Table 4
State Expenditures for School Building Assistance Commission OSBAC)

Program Fiscal Years 1949-1959 (In Thousands)

Fiscal State SBAC Adm. Total
Year Grant Expend. Expend.

1949 - ?T7 $ 17
1950 - 40 40
1951 $ 1,151 42 1,193
1952 1,161 47 1,208
1953 1,813 59 1,872
1954 3,748 60 3,808
1955 5,225 62 5,287
1956 6,000 62 6,062
1957 8,874 55 8,929
1958 9,471 62 9,533
1959 7,5771 391 7,616 i

Total $45,0201 $5451 $45,5651
i Expenditures to 'March 10, 1959.

Source: Mass. State Comptroller’s Financial Report, Public Document No.
UfO; Legislative Research Council, Report Relative to State Aid for
Schools, Senate, No. 570 of 1956; and Records of State Comptroller.

State Building Assistance Program grants, as shown below in
Table 5, have grown from much smaller proportions of all major
school aid categories in 1950 to about 20% in the past two years.
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School building assistance (approximately $lO million per annum)
is currently one of the largest single categories of school aid, second
only to general school aid (approximately $30.4 million per annum)
under Chapters 70 and 71.

Table 5
School Building vs. Other School Aid Programs

Fiscal Years 1950-1958
Fiscal State School Aid (Millions) School Bldg
Year Bldgs. Otherl Total vs. Total Aid
1950 $0.6 $20.7 $21.3 2)8%
1951 1.0 18.9 19.9 5.0
1952 1.4 25.5 26.9 5.2
1953 1.9 22.9 24.8 7.7
1954 5.2 19.6 24.8 20.95.2 19.6 24.8 20.9
1955 3.0 32.5 35.5 8.5
1956 6.0 34.2 40.2 14.9
1957 9.3 34.6 43.9 21.2
1958 9.1 35.8 44.9 20.3

ilncludes (a) aid under G.L. C. 70 and 71, (b) aid for transportation, (c) aid
for school lunches, and (d) aid for vocational education.
Source: Massachusetts Federation of Taxpayers, Massachusetts State and

Local Finances, June, 1958, p. 10.

The effectiveness of the school building aid program is indicated
by a comparison of the figures from a recent school facilities survey
of the Massachusetts Department of Education with those uncov-
ered by a survey made in 1954. As shown in the following Table 6
the then number of unsatisfactory school buildings in the State
has been reduced from 28.3% of all school buildings to 14.0%.

Table 6
Condition of School Buildings in 1953 and 1959

Status Status
■Condition in 1953 in 1959

Satisfactory 26.2% 40.0%
Fair 45.5 46.0
Unsatisfactory 28.3 14.0

Total 100.0% 100.0%

Three legislative recess studies submitted to the General Court
during the last five years have indicated some of the major prob-
lems inherent in the School Building Assistance Act, notably the
statute’s reliance on obsolete 1945 state equalized property valu-
ations. Of the three reports, one was prepared by a legislative
recess commission the Fiscal Survey Commission and two by
the Legislative Research Council.

Past Legislative Studies
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1955 Report of the Fiscal Survey Commission
In its 1955 report on state-local fiscal problems, the Fiscal Survey

Commission, established by Chapter 20 of the Resolves of 1954,
recommended that state assistance in general should be based on
three elements: the number of children to be educated, welfare
requirements, and the number of individuals for whom govern-
mental services must be provided by the cities and towns. This
recess study commission observed that:

“The problem of having the more than one thousand assessors in the
351 cities and towns arrive at the same percentage of market value for the
assessed value of each parcel of taxable real and personal property
seems to defy solution. The use of assessed valuation, which shows wide
variation from town to town, as a measure for distributing state assistance
often has resulted in the compounding of inequities . . .1

“. .
. the method of state finance of school building construction bears

further study for the reason that the potential costs, unlimited by any
present statute, are enormous, and also because present methods of making
grants leads to inequities. These still depend for computation upon use of
the outmoded 1945 schedule of ‘equalized assessed valuations.’ ”2

This 1955 report was concerned primarily with increasing the
amount of state aid given to localities, while at the same time
equalizing the aid on a more realistic basis than assessed valuations.
1956 Report of the Legislative Research Council
In 1956 the Legislative Research Council submitted to the

General Court its Report Relative to Increasing State Aid for
Schools (Senate, No. 570 of 1956). This lengthy study pointed up
the inadequacy of the current state aid to the educational program.

Among other things the report indicated that the continued use
of the out-dated 1945 equalized valuations in various state formulas
for school aid to the cities and towns resulted in inequities. The
obsolete equalizations tend to make the formula employing them
unreliable as a measure of local need and local ability-to-pay.

Further, under the present formula a wealthy community may
receive greater assistance than a poorer community of the same
population.

The Council report showed that the estimated cost of the projects
which had been approved by the School Building Assistance Com-

iFiscal Survey Commission, Third Report, State-Local Fiscal Problem, House,
No. 2600, March 1955, p. 14.

2lbid, pp. 74-75.
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mission from 1950 to 1955, had grown from $46 million to $285
million, with the state’s share increasing from $l4 million to
$96 million. As has been indicated the state is bearing roughly one-
third of the cost of new school construction.

In 1958 the Legislative Research Council published its Report
Relative to School Construction Methods and Costs and Uniform
Architectural Plans. (Senate, No. 675 of 1958). Data in this study
revealed that since passage of the School Building Assistance Act
in 1948, 769 public school projects had been undertaken by local
governments at a total cost of $447 million, of which the state bore
$159 million. The annual expenditure of the state in this regard
now nears $lO million.

The report estimated that, on the basis of the findings of the
Massachusetts Public School Facilities Survey made by the State
Department of Education and published in 1955, the Common-
wealth faced the necessity of spending another $l4O million just to
take care of the problem of existing substandard school buildings.
Also, it showed that the deficiency of classroom space pointed out
by the Survey was far from alleviated.

A study of local debt structure included in this report showed
that school debt had risen to some 60% of the debt for all purposes
on the local government scene. The great weight of this burden on
local tax sources is indicated by the fact that real property taxes
have increased 99% since 1945, while assessed valuations, the base
for these taxes, have risen only 31%.

The report also noted the continuing controversy over whether
assessed valuation is a true measure of a town’s ability to pay for
school construction.

Pending 1959 Legislative Proposals

Various bills seeking to amend the School Building Assistance
Act of 1948 (Chapter 645) have been filed with the 1959 Legis-
lature. As indicated below, they fall into the following five
categories:

1. Increased Minimum Grant. This bill (House, No. 1875, filed
by Rep. Raymond F. Rourke of Lowell) would increase the mini-

1958 Report of the Legislative Research Council
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mum aid from 20% to 37%%. The present minima are 20%
for cities and towns, and 35% for regional school districts. The
Joint Committee on Education has proposed a recess commission
study based on this bill (House, No. 2691, discussed below).

2. Broader Definition of “Approved School Project ” Another
bill (Senate, No. 90, filed by Senator William X. Wall of Essex)
would broaden the definition of an approved school project to in-
clude “remodeling of, reconstruction of, or the making of extraor-
dinary repairs to” a public school. State aid under the existing
definition is limited to projects for the construction and enlarge-
ment of public school buildings. Recess study of this matter has
been recommended by the Joint Committee on Education (House,
No. 2691).

3. Revising Formula of Distribution. House, No. 1044 (filed by
Rep. C. Clifford Stone of Clinton and Senator Joseph F. Gibney of
Webster) proposes that the Connecticut school building assistance
formula shall be used in connection with future schools, built subse-
quent to January 1, 1960. Under that formula, state aid is extended
on the basis of $5OO per elementary pupil, $7OO per secondary pupil,
and an additional $lOO per pupil for regional elementary or secon-
dary schools; provided, however, that there shall be a 50% cost limit
for non-regional schools and a 65% limit for regional schools. The
Joint Committee on Education has urged a recess study of this pro-
posal (House, No. 2691).

4. Cost Control Bills. In this category, one bill (House, No. 137,
filed by Rep. Thomas J. Wojtkowski of Pittsfield) would require the
School Building Assistance Commission to establish maximum unit
costs of construction to serve as a limit on state aid for local school
construction. This proposal was referred to the “next annual
session” by the House of Representatives on March 24, 1959, on
recommendation of the Joint Committee on Education.

Similarly another bill (House, No. 1488, filed by Rep. Frank
Giles of Methuen) would require the same School Building Com-
mission to establish a maximum cost and maximum grant per
square foot, per square foot per pupil, and per pupil, based on a
constructive cost index of “any

. . .
recognized authority.” The

Joint Committee on Education has proposed a recess study of this
bill (House, No. 2691).
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Two bills proposing a special commission to study school building
costs, methods and uniform architectural plans were filed in the
current General Court, but were rejected by the House of Repre-
sentatives on recommendation of the Joint Committee on Edu-
cation. (House, Nos. 1495 and 1877, filed by Representatives
Vaitses of Melrose and Wojtkowski of Pittsfield, respectively.)

5. Miscellaneous Bills. Among a miscellaneous group of school
aid bills, one (Senate, No. 86, filed by Senator Joseph F. Gibney
of Webster) would amend the present statutes so that:

(a) A city or town would be reimbursed in full in the first year
for any amount exceeding $lOO,OOO which the city or town
appropriates from “cash” resources for approved school construc-
tion under the Act; and (b) such city or town would receive the
remainder of the state grant in five equal annual installments.

At present the state is required to pay the city or town in
equal annual installments over the years until termination of any
indebtedness incurred for school projects.

On recommendation of the Joint Committee on Education and
the Senate Ways and Means Committee, the Senate passed and sent
to the House of Representatives a revised version of Senate, No. 86,
which would reimburse a locality in full in the first year for any
sum exceeding $75,000 appropriated by the locality for approved
school construction under the School Building Assistance Act
(Senate, No. 566). However, the five-year reimbursement feature
(b) of Senate, No. 86, was omitted from the new draft. Senate,
No. 566 passed the Senate, and was referred to the House Com-
mittee on Ways and Means on May 12, 1959 for examination.

Another bill (House, No. 236, filed by Rep. Charles A. Mullaly
of Millville) is localized in its application. It would require the state
to reimburse the town of Millville under the School Building As-
sistance Act, for a school building which the town erected without
state aid and without the approval of the School Building Assistance
Commission. House, No. 236, favorably reported by the Joint Com-
mittee on Education and by the House Committee on Ways and
Means, has passed the House of Representatives and was referred
to the Senate Committee on Ways and Means on May 25, 1959.

A third proposal (House, No. 1040, filed by Representative Fran-
cis W. Perry of Duxbury) for a resolve directing the State Com-
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missioner of Public Safety to study the laws and regulations of
Massachusetts and other states governing school building con-
struction methods, standards and materials was given “next annual
session” by the House of Representatives on February 24, 1959.

Similarly another bill introduced by the same author (House,
No. 1041, filed by Rep. Perry) to make state school building as-
sistance payments mandatory for local school projects, if they are
approved by a four-fifths vote of the city councils, town meetings,
or regional school boards which are concerned, was referred to the
“next annual session” by the House of Representatives on the same
date.

Finally, there is a resolve (House, No. 1873, filed by Rep. James
R. Mclntyre of Quincy) establishing a special commission to study
the requirements of the School Building Assistance Commission,
school building construction practices and building safety. This
proposal was also given “next annual session” by the House.

Proposed Recess Commission Study of
School Building Assistance Act

The Joint Committee on Education has recommended that the
subject matter of Senate, No. 90, and House, Nos. 1044, 1488, 1875
and 2259 be referred to a special ten-member recess commission for
study (Resolve, House, No. 2691). This proposed resolve, passed
by the House on May 13, 1959, was subsequently referred to the
Senate Ways and Means Committee for hearings and a recommen-
dation.
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CHAPTER 11. PRESENT SCHOOL BUILDING
ASSISTANCE FORMULA

Components of the Formula

Equalized Property Valuations
The School Building Assistance Act (Sec. 5) defines “equalized

valuation” as that which “shall be established by the General Court
for the purpose of this act or, if no such valuation has been made,
the last preceding valuation made for the purpose of apportioning
the state tax.”

Since no special equalized valuation was established for this
purpose by the General Court, the valuations used are those
established in the last equalization enacted by the Legislature (Acts
of 1945, c. 559) 9 The basis of these equalized valuations is obscure;
but it is assumed that a factor was applied to the actual assessed
valuation of each community, depending on its assessing ratio, to
arrive at the equalized figure. For example, if a town had an
assessed valuation in 1945 of $8 million, and its assessing ratio
were 40% of fair market value, its equalized value would be com-
puted by multiplying the $8 million by a ratio of 100:40, thus
obtaining an equalized valuation of $2O million.

However, while such calculations are simple, the procedures
involved are difficult and are subject to political considerations and
arbitrary administrative decisions which impair their usefulness.

In 1959 the State Tax Commission proposed new equalized valu-
ations for every city and town of the Commonwealth. 1 Signifi-
cantly, the report gave a total equalized valuation for the Common-
wealth of $19.2 billion, or almost three times the $6.9 billion of the
equalized valuation of fourteen years ago. The Commission made
these comments in submitting the 1959 equalized valuations:

the Commission makes no claim of having achieved anything more
than a rough equivalent of the ‘equalization’ called for by section 9 (of

iAs required by statute (G.L. c. 58, s. 9), the Department of Corporations and
Taxation has submitted equalization and apportionment figures to the Gen-
eral Court biennially since 1943. In addition, a special commission sub-
mitted equalization figures to the General Court in 1956 (House, 3286 of
1956). However, only one of these has been enacted by the Legislature—-
that of 1945 (c. 559)—has been in use since that time.
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G.L. c. 58). The nature of property valuation itself, the number of prop-
erties involved, the existence of three different kinds of property (resi-
dential, commercial and industrial) each obviously assessed on a different
basis, the varying assessment practices from community to community
all these factors make it virtually impossible to obtain a truly accurate
list.

“In presenting its recommendations and urging their acceptance, there-
fore, the Commission does so solely on the minimal basis that the pro-
posed list is more nearly one of equalized valuations than the list now in
use which was adopted in 1945.

“It is the recommendation of the Commission that the figures so pre-
sented not be used in determining the basis for the state tax and the other
assessments and distributions.

“. . . . this whole system of assessment and distribution [should] be
abandoned in favor of some other measure or measures more nearly
related to the existing capacities and needs of the local communities.2”

The School Building Assistance Act (Sec. 5) also defines “net
average membership” as the daily average of children on the local
school register, plus the number of resident pupils whose tuition
it is paying while they attend schools elsewhere, minus the number
of its non-resident pupils. In the case of regional schools, the net
average membership of a district is the aggregate of the net aver-
age memberships of the member cities and towns in the regional
district. These figures are reported for each fiscal year in the
Annual Report of the Department of Education, Part II (Public
Document No. 2).

The above two factors of local valuation and school membership,
taken together, determine the equalized valuation per pupil in net
average membership for a city or town. For example, if a town
has an equalized valuation of $8 million and a net average member-
ship of 1,000, its equalized valuation per pupil in net average
membership is the former divided by the latter, or $B,OOO.

Operation of the Formula

The School Building Assistance Act (Sec. 9a) provides that for
cities and towns the grant:

Sample Calculation of Local Grants

Pupils in Net Average Membership

ißiennial Report of the State Tax Commission upon the Equalization and
Apportionment of State and County Taxes. April, 1959. (House, 2833).

2lbid., pp. 3-4.
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. . shall be one-fourth of the product of the final approved cost multi-
plied by the equalized valuation per pupil in net average membership for
the entire Commonwealth, divided by the equalized valuation per pupil
in net average membership of the city or town; provided, however, that
no grant shall be approved for an amount less than 20% or more than
50% of such approved cost.”

To illustrate the actual calculations of the state’s sharing in con-
struction cost, the towns of Hingham and Norwell, and the City of
Boston will be used. The relevant 1958 information for each of
them is shown in Table 7:

Table 7
Basic School Building Assistance Formula Data for Sample Calculations

Sample Equalized iNet Aver. School Equalized Val. per
Locality Val., 1945 Membership, 1958 Pupil in N.A.M.

Boston 51,437,779,078 86,453 $16,630
Hingham 18,999,428 3,374 5,631
Norwell 2,639,902 1,026 2,573
Massachusetts 6,932,748,779 777,832 8,912

Boston Grant. Boston’s equalized valuation per pupil amounts to
$16,630 ($1,437,779,078 e- 86,453). The comparable figure for the
state as a whole is $8,912 ($6,932,748,779 -4- 777,832). Using the
above statutory formula, Boston’s share amounts to a fourth of
$8,912 divided by $16,630, or 13.39%. However, since the law
stipulates that no community shall receive less than 20%, Boston’s
construction grant is fixed at that minimum percentage.

Hingham Grant. In similar fashion, Hingham’s grant works out
as a fourth of $8,912 divided by $5,631, or 39.57%.

Norwell Grant. Norwell’s grant works out as a fourth of $8,912
divided by $2,573, or 86.80%. However, since that figure exceeds
the maximum of 50%, Norwell receives only that ratio.

Assuming that each of the three localities is building schools
which cost $1 million, they would receive the following aid from
the state:

Boston: 20% of $1,000,000, or $200,000
Hingham: 39.57% of $1,000,000, or $395,700
Norwell: 50% of $1,000,000, or $500,000

Are Equalized Valuations a Sound Criterion of Wealth?
Equalized valuations were inserted in the state subsidy formula

to guarantee that less wealthy communities would receive aid in
proportion to their needs, in order that their student populations
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would be educated on a par with those of the more affluent towns
and cities without subjecting those communities to unusually heavy
financial burdens. Assessed valuations, it was recognized, could not
be a true measure of relative wealth because of the discrepancies
and variations in assessing practices in the 351 cities and towns
of the Commonwealth. Clearly, then, some measure such as equal-
ized valuations had to be used which could be applied equitably to
all communities.

It must be remembered, however, the resultant decision to use
equalized valuations in the distribution formula, assumes that they
will provide a reliable measure of need and ability to pay. The
issue arises of the validity of that assumption.

The question goes back to the Colonial period when the property
tax started as a tax on land which was the chief source of wealth
in an agricultural economy. During the early nineteenth century,
various categories of personal property were included with land
and subjected to the same rate, and the tax evolved into a “general
property tax.” By the Civil War period, that levy had become
established as the basic state and local tax.

During the next half century, improvements were made in its
administration. One of the most important of these improvements
was the establishment of many state boards of equalization, which
were charged with so adjusting property valuations throughout
each state as to make them comparable despite widely differing
ratios of true value among the assessed valuations as determined
by the various village, town, city and county officials.

The twentieth century saw the gradual disappearance of the
property tax from the state level. It was charged that the tax had
serious shortcomings, in that it imposed an undue burden on one
subject of taxation land while other subjects escaped v/ith
lighter tax liability. Effective taxation on the same basis of the
wealth existing in various forms of personal property was declared
an administrative impossibility.

As a result, most of the states have now turned the general
property tax over to local government, and raise their revenue from
personal income and special business taxes, stock-in-trade taxes,
motor vehicle license taxes, and other in lieu taxes.
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“Ability” and “Benefit” Theories. The justification first advanced
for property taxation in the Colonial and early federal periods was
the “ability” theory. With income-producing wealth then mainly
in the form of real property, the property tax probably worked
well as an “ability” tax. Toward the middle of the nineteenth
century, however, the views of landowners, faced with the costs of
expanding functions of government, turned more and more to the
“benefit” theory as an argument against their being taxed for the
support of these new functions. Some of them continued to accept
a tax on property as distributing the costs of government essentially
in the same proportions as government benefits, namely, for prop-
erty protection in large degree. But others argued that the benefits
of educational and social expenditures are distributed far differently
from property tax burdens, and that the property tax is unjust
from a “benefit” viewpoint.

In any event, the argument for the property tax is based on a
false premise namely, that gross property holdings are a good
measure of ability to share in the costs of government. Professional
arid salaried men with incomes of tens of thousands of dollars would
pay less property tax than persons with smal lincomes but large
holdings of property.

Also, property owners are not allowed to deduct their debts. Two
persons with equal gross holdings will pay the same tax even though
one has no debts and the other owes debts in excess of his assets.
Many forms of property escape taxation in greater or lesser degree,
some properties being overvalued and other undervalued in the
process of assessment. Certainly the effects of rates are not uni-
form when applied to unequal assessments, a process which results
in unequal burdens. Since property taxes are capitalized, and passed
on to renters, it is impossible to demonstrate who finally shoulders
the burden.

Effect of Equalization of Valuations
The foregoing discussion of the property tax serves to illustrate

these points;
1. Neither property taxes paid nor assessed valuations are an adequate

measure of need or ability-to-pay of either individuals or communities.
2. Basing formulas of distribution on equalized valuations does not really

put communities of large and small wealth on an equal basis.
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3. The continued use of the 1945 equalized valuations serves only to make
much worse the inequities already inherent in equalized valuations.

As noted previously, the 1959 report of the State Tax Commission
showed that the total equalized tax valuation for the Common-
wealth increased to almost threefold that of 1945. Individually,
some of the communities have increased their actual assessed valu-
ations by five to eight times those of 1946. The result is that com-
munities which have become much wealthier in terms of assessed
valuations, are still considered “poor” in terms of the 1945 valu-
ations and receive the maximum proportion of state aid under the
present distribution formula. At the same time, cities and towns
with reduced valuations may still receive only minimum aid.

To illustrate the distortions resulting from the use of the 1945
equalized valuations, a study was made of four older stable urban
areas (Boston, Lawrence, Lowell and Somerville) and of four fast-
growing towns (Holbrook, Bedford, Burlington and Wayland). The
four cities all experienced losses of population over the decade
whereas the four towns each had population increases of about
100%. The trend in recent years of actual assessed valuations and
of equalized assessed valuations is shown in Table S for each of
four cities and four towns.

Table 8
Trend in lActual and Equalized Assessed Valuations in

Eight Massachusetts Communities, Selected Years

Selected Actual Valuations (Millions) Equalized Valuations (Millions)
Communities 1945 1958 Change 1945 1959 Change

4 Cities
Boston $1,479 $1,476 -0.2% $1,438 $2,230 55.1%
Lawrence 84 92 9.5 103 205 99.0
Lowell 94 122 29.8 108 221 104.6
Somerville 117 134 14.5 123 223 81.3

If Towns
Holbrook 3.1 11.8 286.7 3.8 33.8 789.5
Bedford 2.8 13.3 375.0 3.2 36.6 1,043.8
Burlington 2.4 15.9 562.5 2.6 43.2 1,561.5
Wayland 5.8 19.9 243.1 6.3 49.7 688.9

Source: Acts of 1945, c. 559; House, No. 2833 of 1959; and records
of Massachusetts Department of Corporations and Taxation,

As indicated, the towns listed in the table have had large in-
creases in taxable property, as measured by valuations; meanwhile,
the older cities have remained relatively stable, or, in the case of
Boston, have declined slightly in this presumed criterion of wealth.
Using these figures, it would appear that the “ability” of the sub-
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urban communities to support schools has increased, whereas that
of the cities has grown relatively little. It might be expected that,
since the school building formula is based on “ability” and need,
there would be corresponding changes in the amounts of state aid
given to the different communities. But, as the following Table 9
illustrates, such has not been the case:

Table 9
Actual School Building Aid in Same Eight Mass. Cities and Towns

in 1950 and 1959
% Aid % Aid

Localities 1950 1959 % Change

Jf Cities
Boston 20.00 20.00 0
Lawrence 20.00 20.00 0
Lowell 22.94 20.47 -10.8
Somerville 32.22 21.41 -33.6

4 Towns
Holbrook 50.00 50.00 0
Bedford 42.27 50.00 +18.3
Burlington 50.00 50.00 0
Wayland 38.53 50.00 +29.8

Source: Records of School Building Assistance Commission

Tables 8 and 9 taken together show how distorted the results
from the distribution formula have become through the failure to
take account of what has actually happened to valuations in the
communities over the years. Boston’s relative wealth has declined,
and Lawrence’s has increased slightly; however, their percentages
of aid have remained the same because of the minimum grant of
20% which is in effect. Lowell and Somerville have increased their
valuations somewhat, yet their state aid has declined by 10.8%
and 33.3%, respectively.

On the other hand, the four suburban communities have more
than doubled their valuations. Yet all four of them received the
maximum aid, and two actually increased their ratios of aid over
the period. In view of the distortion and the unreal effects caused
by the use of the 1945 equalized assessed valuations, it would seem
that the formula treats the more rapidly growing areas more liber-
ally than was originally intended.

Factors Neglected by the Formula
The school building aid formula is concerned with only two

factors: equalized valuations and pupils in net average member-
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ship. However, since the time of its formulation, some dynamic
forces have arisen which bear importantly on the workings and
effect of such a relatively static method of computing aid for equal-
ization. This section outlines in brief some of the more important
of these forces.

Renovation of Existing School Buildings. The School Building
Assistance Act (Sec. 5) defines an “approved school project” as
“.

. . any project for the construction or enlargement . . . of . . . any
public schoolhouse . . . and shall include the original equipment and
furnishings ... to complete said project. ...” Thus, only new
buildings or new additions to older buildings are eligible under the
aid program. The Act was written this way because its intention
was to increase the number of schoolhouses to accommodate the
anticipated surge in the school-age population.

Such an arrangement works out well for suburban communities
which lacked school housing and were required to build completely
new schools. The larger cities, however, face a different situation.
Theirs is not a problem of building additional facilities to house
their student population, but rather of replacing or modernizing
the existing school plant. While some of the schools in the cities
are obsolete and need to be torn down and replaced, some could be
made to serve well once again by extensive renovation, repairs and
remodeling. The cities might prefer, of course, to construct new
facilities, but the pressures of decreasing population, higher cost of
government operation, and the financial strain of shrinking tax
bases make maximum economies imperative. The terms of the Act,
however, exclude the cost of local renovations, repairs and re-
modeling from eligibility for State aid.

In Boston, currently engaged in a $6O million program to improve
its school plant, the problem is acute. 1 Half of the city’s 208 school
buildings are slated for elimination; but, because of the city’s
financial condition, only the schools with the most serious con-
ditions can be attended to at this time. The rate at which improve-
ment and replacement of the remaining facilities will take place
depends upon how soon new revenue is forthcoming.

The problem is said to be made more difficult in Boston and other
cities by the fact that land values are much higher than in the

ißeported in the Boston Traveler, December 15,1958.
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roomier suburbs, and costs are greater. Thus, in a communication
to the Joint Committee on Education, the Boston Finance Com-
mission recently complained that:

“It is commonly assumed that Boston’s 20% construction grant is a pure
net gain. This is not so. The fact is that the cost of requirements set by
the State as a condition for the grant, in terms of facilities within the
building and open space adjacent to the building, has cut substantially
into the net assistance. State standards, prerequisites for the grant, are
much more demanding than has been the prevailing practice in Boston
school building construction. This is understandable in a city whore land
is at a premium and construction costs are relatively high.” 2

Some officials minimize the above conclusions of the Boston
Finance Commission on the grounds that the school building costs
complained of result directly from defects in the Boston building
codes applicable to schoolhouses, and from other city requirements.

The same dilemma arises in the “core” cities of other metropoli-
tan areas of Massachusetts. They have also been forced to postpone
new school construction in favor of renovation of existing school
plant until new revenue can be found to finance the improvements
without further increasing the tax burden on property.

As indicated previously, a proposal has been made which would
authorize state aid to localities for the remodelling, reconstruction
and major repair of public school buildings (Senate, No. 90 of
1959), petition of Sen. William X. Wall of Essex.

Proponents of this proposal argue that the financial plight of
many of the older cities, afflicted with heavy taxes and unemploy-
ment, makes such legislation expedient. They further contend that
old schoolhouses which are structurally sound should be renovated
and continued in school use at least until the city is able to afford
their replacements should new buildings be advisable. They empha-
size especially the need for immediate action to remove fire hazards
in these old buildings, and cite the tragic Chicago parochial school
fire of 1958 as a warning. Finally, they insist that it is financially
impossible for the cities to replace all the old buildings at once,
particularly when the percentage of state aid to city school con-
struction is so low.

2Statement submitted to the Joint Committee on Education by the Boston
Finance Commission, January 30, 1959.
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On the other hand, opponents of the foregoing proposal assert that
state grants for school renovation would encourage deferred mainte-
nance of schoolhouses by local governments. The state would there-
fore be called upon to pay for local “economy measures” resulting
in neglect of proper school building maintenance. Opponents believe
that state aid toward local remodelling costs would tempt cities and
towns to save situations improperly, notably through continued use
of grossly obsolete buildings. Opponents claim that many structur-
ally sound old buildings are no longer suitable for present day edu-
cational programs, and should be replaced by more “functional”
modern structures. Aesthetically, opponents argue that the school
should be a proud monument to and an influence for improvement
of the community, and that the children ought not to be “penalized”
by being sent to school in obsolete buildings.

The proposal to broaden the basis of state aid (Senate, No. 90 of
1959) has been made part of a proposed study which is pending
before the Senate Committee on Ways and Means (House, No.
2691).

Increased Valuations in the Suburbs. It has been previously
noted that the school building formula fails to take into consider-
ation the increased valuations in the suburbs. While this was
probably not foreseen in the construction of the formula, the con-
tinued use of the 1945 valuations perpetuates an unreal system of
aid which ignores changing conditions within the cities and towns
of the Commonwealth. Until some method is found to take account
of the changes in ability and need of the cities and towns, the
equalization intended by the School Building Assistance Act re-
mains seriously distorted.

Effect on the Local Tax Burden.
The local share of the cost of school building construction is, in

most cases, financed by serial bonds extending over a period of 20
years. The annual principal and interest charges of these bonds
then become a part of each local budget and are included in the
tax rate computation of the community concerned.

A recent study estimated the effect on local property tax rates
of new school buildings constructed with state aid. 1 It found that

Teachers’ Association, State Aid for School Building, Bulletin
R27, Feb. 2, 1959.
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state aid toward new school building construction by no means
equalized the residual tax burden borne respectively by the poorer
and richer towns.

Thus, Table 10 first deals with 29 poorer towns with equalized
1945 valuations of $2,780 per present pupil in net average school
membership; collectively, to pay their share of a $1,000,000 school
building after deducting state aid, they must issue bonds which
will cost them $8.99 of additional tax rate per $l,OOO of equalized
1945 valuation over the next 20 years.

The Table shows that in 10 richer towns, a comparable additional
tax rate of only $3.32 is involved.

In other words, the poorer communities must bear an extra tax
load 2.7 times that of the richer towns.

Table 10
Impact of Construction Costs of $1,000,000 School

Buildings on Tax Rates in Selected Localities

Extra Tax Rate BurdenState
Aid for 20 YearsSelected Localities

29 Poorer Towns 50 $8.99 per $l,OOO of equal, valuation
10 Richer Towns 20 3.32 per $l,OOO of equal, valuation

For the above classifications of localities, the amounts of 1945 equal, valuation
per 1956-57 pupil in net average membership are; (1) 2,780; and (2) $12,046.

Source: 'Mass. Teachers’ Assn., State Aid for School Buildings, Bulletin R.27,
February 2, 1959.

Some authorities have raised the question as to whether the
Commonwealth should act to make its favorable state bond rates
available to the less wealthy municipalities for school construction
projects. At present, state school building assistance is extended to
help pay off the principal of local school building bonds, but not
their interest charges.

Effect on Formula of Proposed 1959 Equalization

The latest equalization of the property values of the communities
of the Commonwealth was made in 1959 by the State Tax Com-
mission (House, No. 2833). The commission estimates that the
State’s equalized values have increased by more than $l2 billion
over the 1945 values.
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To determine the effect of using equalized 1959 values instead of
equalized 1945 values on the School Building Assistance program,
the following special study was made of 54 of the 351 cities and
towns in the Commonwealth, selected at random. Equalized values
were used in order to adjust for widely divergent assessing values
as between individual cities and towns.

For the study, nine of the State’s 39 cities were chosen, along
with 45 of its towns. Of the 45 towns, 20 had populations of over
5,000, according to the 1955 state census, and 25 had populations
under 5,000. The usual statutory formula was then used to de-
termine for the selected communities the percent of aid each would
receive if the 1959 equalized valuations were in effect. These per-
centages were compared with the actual percentages based on 1945
equalized valuations in current use.

Table 11, appearing on the accompanying facing pages, shows the
individual percentages of state aid within the three groups of com-
munities using 1945 and 1959 equalized valuations, respectively.
From this Table, a number of important points stand out, as
follows:

(1) If recent equalized valuations determined state grants, the
chief beneficiaries of the change would be the cities of Massachu-
setts. Of the nine cities here examined, seven would have their
percentages of aid increased, with Somerville experiencing the
greatest increase'—-from 21.41% to 32.73%. The remaining two
cities, Cambridge and Salem would still receive the present 20%
minimum. None of the cities would have their percentages of aid
reduced. The average grant for all nine cities would increase by
7.07 percentage points.

To translate these percentage variations into dollar figures a
special computation has been made showing for ten selected com-
munities how much the state aid would increase or diminish toward
the cost of a new $1,000,000 school building contingent on whether
1945 or 1959 equalized valuations are used as the basis of distribu-
tion. The results in those sample communities are as follows:

Increases: Cities of Boston ($40,000) and Somerville ($113,200)

Decreases: Towns of Natick ($228,300), Stoneham ($125,200), Grafton
($160,700), Burlington ($223,500), Ashfield ($53,400) Dunstable
($180,200), Halifax ($216,500) and Marshfield ($108,300)
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(2) On an overall basis, 65% of the communities in the study
(all of them towns) would have their percentages of aid decreased,
20% would see their percentages increased, and 15% would re-
main the same. The amounts of decrease range from a low of
2.19 percentage points in Plymouth, to a high of 30.00 points in
Westwood. The average decrease of the larger towns would amount
to 16.55 points and for the smaller towns, 13.01 points.

(3) Of the 15 towns in the study which currently receive the
maximum aid of 50%, none still receive that percentage. These
15 towns would have their percentage of aid decreased by an
average of 19.67 percentage points, ranging from a drop of 6.08
points in Medway to 30.00 points in Westwood, which causes the
latter to drop from maximum aid to minimum aid.

(4) Of the eight cities and towns whose percent of aid would
remain the same, seven would still receive the minimum of 20%.
This result reflects the fact that their equalized assessed valua-
tions per pupil, using either 1945 or 1959 figures, are far in excess
of the average state figure. The difference is so great that they
could receive more aid only if the law w7 ere amended to increase
the minimum grant. This is especially true of the cities.

(5) The analysis supports the contention that use of the 1945
valuations in calculating aid for school building distorts the for-
mula results by making the relatively richer towns appear poorer
in terms of equalized value per pupil, thus sustaining their high
percentage of aid. The ability-to-pay of those towns which have
doubled, tripled and even quadrupled their assessed valuations in
recent years because of new residential and industrial development
and new highway construction, surely has not remained constant
or decreased. Yet the results of the formula so indicate.

For example, one of the suburban towns on Route 128 included
on the tabulation has increased its valuation from $2.4 million in
1945 to $15.9 million in 1958—an increase of 563%. According to
the formula, however, the town has grown poorer, since its equal-
ized valuation per pupil dropped from $4,378 in 1950 to $1,368 in
1958.

(6) While it is true that serious inequities and distortions result
from the use of 1945 equalized valuations in the present aid for-
mula, great care must be taken if and when it is replaced by a
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more equitable and up-to-date method of distributing aid. For ex-
ample, the simple substitution of the 1959 equalized valuations,
without other supplementary aid, would work financial hardship
since so many of the communities would be affected adversely.

Table 11
Comparison of State School Building Aid in 54 Selected Communities on
Basis of Actual 1945 and Proposed 1959 Equalized Assessed Valuations*

Name 1958 Net Proposed 1959 Equalized Valuations Present %

of Av. School Amount Amt. per % of State Aid
Locality Membership (Millions) Net Av. Memo. State Aid (1945 Val.)

(a) NINE CITIES
Boston 86,453 $2,230.0 $ 25,794 24.00 20.00
Worcester 27,657 591.5 21,387 28.94 20.00
Springfield 25,711 651.0 25,320 24.44 20.01
Fall River 12,750 270.0 21,176 29.23 22.97
Lynn 13,247 301.6 22,767 27.19 20.00
Cambridge 10,492 425.5 40,555 20.00 20.00
Somerville 11,798 223.1 18.910 32.73 21.41
Lowell 9,934 221.2 22,267 27.80 20.47
Salem 4,251 175.9 41,378 20.00 20.00
State 777,832 19,257.4 24,758

Average % Grants in Nine Cities 26.04 20.54

(b) TWENTY LARGER TOWNS (OVER 5,000 POPULATION)
Brookline 6,779 $ 290.1 $ 42,794 20.00 2(6,779 $ 290.1 $ 42,794 20.00 20.00
Belmont 4,193 171.5 40,902 20.00 20.00
Natick 6,352 144.7 22,780 27.17 50.00
Lexington 5,034 119.4 23,719 26.10 42.56
Needham 4,796 162.6 33,903 20.00 35.31
Winchester 3,696 105.2 28,463 21.74 21.74
Stoneham 2,713 69.1 25,470 24.30 36.822,713 69.1 25,470 24.30 36.82
Plymouth 2,532 92.3 36,453 20.00 22.19
Agawam 3,330 62.1 18,649 33.19 50.00
Adams 1,771 40.6 22,925 27.00 30.32

Chelmsford 2,651 47.7 17,993 34.40 50.00
Middleboro 2,137 38.2 17,876 34.63 46.6638.2 17,876 34.63 46.66
Northbridge 1,541 40.7 26,411 23.43 29.74
Grafton 1,628 29.7 18,243 33.93 50.00
Whitman 1,923 31.1 16,173 38.27 46.96

Bedford 1,403 36.6 26,050 23.76 50,00
Westwood 1,994 62.5 31,344 20.00 50.00
Westboro 1,370 37.4 27,299 22.67 50.00
Wayland 1,823 49.7 27,263 22.70 50.00
Burlington 1,930 43.2 22,383 27.65 50.00

Average % Grants in Twenty Towns 26.05 40.12
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Table 11 (Cont.)
Comparison of State School Building Aid in 54 Selected Communities on
'Basis of Actual 1945 and Proposed 1959 Equalized Assessed Valuations*

Name 1958 Net Proposed 1959 Equalized Valuations Present
of Av. School Amount Amt. per % of State Aid

Locality Membership (Millions) Net Av. Memb. State Aid (1945 Val.)

(c) TWENTY-FIVE SMALLER TOWNS (UNDER 5,000 POPULATION)

Ashburnham 515 $10.5 $ 20,388 30.36 50.00
Ash field 206 5.2 25,000 24.76 30.10
Cheshire 449 7.9 17,706 34.96 50.00
Chilmark 38 5.2 136,842 20.00 20.00
Colrain 307 4.8 15,635 39.59 38.99
Dunstable 155 3.0 19,355 31.98 50.00
Groton 694 17.2 24,784 24.97 30.98
Halifax 311 10.5 33,762 20.00 41.65
Hancock 82 2.0 24,390 25.37 33.92
Hardwick 333 6.6 19,820 31.23 39.11333 6.6 19,820 31.23 39.11
Hopedale 795 15.8 19,874 31.14 23.52
Lincoln 829 23.2 27,986 22.12 38.11829 23.2 27,986 22.12 38.11
Manchester 720 28.1 39,028 20.00 20.00
Marshfield 1,239 47.3 38,176 20.00 30.83
Middlefleld 62 1.3 20,968 29.52 37.55
Medway 965 13.6 14,093 43.92 50.00
Royalston 177 2.3 12,994 47.63 46.78
Rockport 865 29.5 34,104 20.00 29.76
Salisbury 642 14.9 23,209 26.67 42.13642 14.9 23,209 26.67 42.13
Southboro 678 13.4 19,764 31.32 39.62
Southampton 425 7.5 17,647 35.07 50.00
Tolland 15 1.1 73,333 20.00 20.0015 1.1 73,333 20.00 20.00
Westhampton 90 2.5 27,778 22.28 48.21
W. Newbury 360 6.7 18,611 33.26 50.006.7 18,611 33.26 50.00
W. Stockbridge 234 3.1 13,248 46.72 33.02

Average % Grants in Twenty-Five Towns 29.31 37.65

* The 1945 valuations are as stated in the original statute (Acts of 1945,
c. 559); the 1959 valuations are as proposed by the State Tax Commission
in its 1959 biennial equalization report (House, No. 2833).

Sources: Biennial Report of the State Tax Commission upon the Equaliza-
tion and Apportionment of State and County Taxes, April 1959,
House, No. 2833, and Records of the School Building Assistance
Commission.
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A considerable number (24) of the states provide financial aid
for school construction. Of these states, no two have identical
plans, though several have related features. They vary also in their
objectives, some states seek to equalize educational opportunity
between “poor” and “rich” communities, districts or counties;
other states merely want to increase the number of schools; and
still other states seek primarily to stimulate school district con-
solidation, while improvement of plant is a secondary objective.
In view of these wide variations, the practices in other states will
be discussed by categories, as follows:

1. School Building authorities
2. Special purpose grants
3. Flat grants
4. Foundation programs

Under this plan, the state sets up an authority which has legal
authorization to build schools, retain temporary ownership thereof,
and to rent these schools on a lease-purchase or other basis to the
school districts until the cost has been repaid in rent. This device
enables the districts to exceed their bonding limitations since the
bonding is undertaken by the authority, while the district pays
rent in lieu of principal and interest payments. Authorities of this
nature have been established in Kentucky, Maine and Pennsylvania.

The state aids the district constructing the school by paying part
of the annual rental charge, according to some predetermined for-
mula, which includes a provision for equalization. Pennsylvania

5. Combination loans and grants
6. Matching grants

School Building Authorities

CHAPTER 111. PRACTICE IN OTHER STATES 1

] Chapter 111 is based primarily on material taken from a comprehensive
doctoral thesis submitted in 1954 at the Harvard Graduate School of Educa-
tion by Leo T. Doherty (now Superintendent of the schools of Worcester,
Mass.). The thesis is titled; A Study of State Financial Aid for School Plant
Development, With Special Emphasis on the Programs of Certain States.
This thesis discusses the state methods used to aid school building construc-
tion and is an excellent reference. While details of the various plans may
have changed since the study was made in 1954, their basic principles remain
generally the same.
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uses this device, but the equalization factor is not too effective
since it is not universally applied; only part of the local applicants
are eligible for aid and some districts to which the formula would
award aid cannot qualify because of insufficient funds.

Some states provide grants to the local districts for the primary
purpose of equalizing the burden among the several districts. While
equalization is not the only purpose of the program, it is the main
objective. Local districts are assisted in inverse relationship to
their abilities to provide needed school construction from local
sources. While the state plans agree in principle, there is no uni-
formity among them, as indicated by the following examples.

(a) The plan used by Delaware relates state aid to the past
record of local sharing of school construction costs. Under this
method, the state sharing is more generous toward those commu-
nities which in the past have locally borne 75% or more of new
school building expenditures. Likewise, according to a stated for-
mula, Delaware is least generous to those localities which have
borne less than 25% of such new school building costs. The statute
also establishes maximum total construction costs which the state
is willing to share, together with a ceiling on the state’s contribu-
tion.

(b) Maryland uses the “incentive fund” device. Under this plan,
if any county of Maryland or the city of Baltimore makes a certain
amount available through a direct tax levy for the construction of
school buildings, either as capital outlay or as debt service money,
the state makes up the difference between ten dollars per pupil
and the amount of that levy as an incentive for the construction of
school buildings. The assessed valuations on which this incentive
fund is based have been equalized by the State Tax Commission.

(c) New York state employs a subsidy process so that both poor
and wealthy districts are subject to the same financial burden for
new school construction. In calculating aid, the pupils in grades 1
through 12 are ascertained for the school year preceding construc-
tion. To this number is added the average number of pupils en-
rolled in grades 1 through 6, as indicating the probable kinder-

Grants to Equalize Burdens
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garten enrollment. This total enrollment is multiplied by a certain
unit cost of construction which has been adjusted by a cost index.

Toward this cost the district contributes an amount determined
by applying a state wide rate of taxation to the equalized assessed
valuation of taxable property in the district, and the state pays the
remainder. The equalization of taxable property is done by the
State Department of Taxation and Finance.

The central district may exceed the building cost thus computed,
but in that case it must pay the excess in full.

Flat Grants
Flat grants by the states are based variously on number of pupils,

size of the district, or other factors. They have no regard for local
financial ability or for the local effort required to pay the local
share. While easy to administer, flat grants avoid the principle of
equalization of educational opportunity, and are more inequitable
than the imperfect equalization plans.

One such plan has the state issue $5O million in bonds, half of
which is disbursed equally among its counties, with the remainder
distributed among the several counties on their average daily
school membership in the previous years. While the funds are dis-
bursed on this basis, they are actually allotted monthly on the basis
of approved projects for which local units have applied for aid. The
assistance continues until the appropriation is exhausted.

Foundation Programs
These programs are designed to be a continuing integral part of

the educational program. Under this plan, the state provides from
state revenues the differential between the cost of the program and
the local return from a uniform tax levy in each district.

The Alabama assistance program is complex, but is better than
a prior system which was based on assessed valuations alone. It
utilizes a weighted index, composed of six economic factors and
the assessed valuation, to show for each county its ability to sup-
port the minimum program in terms of a percentage of the state
total. The above six economic factors are: sales tax paid, auto
license paid, public utility valuation, income tax paid, farm income,
and value added by manufacture.
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The State Board of Education determines the proportion of the
total foundation program fund that is to be used for capital outlay
and debt service.

The required local effort of a county is calculated by multiplying
its percentage of the total taxpaying ability of the state by the total
yield of 5 mills of property taxes in the state based on the 1938
assessed valuations. This measure of required local effort is re-
ported to have proved successful.

California has a unique law which provides that certain amounts
be allocated to school districts on a loan basis for school construc-
tion, but with the stipulation that the district is not to be taxed be-
yond 3 mills on its assessed valuation over a period of 30 years in
order to retire the debt. Since this provision acknowledges that
some districts could not repay all of the incurred debt within such
a tax limit, and since the building becomes the property of the
district at the end of the period, the result is, a partial grant to
the poorer districts.

Matching Grants
This is a non-equalizing type of grant-in-aid usually based on a

dollar-for-dollar matching or some other fixed ratio applying to all
districts.

While the inclusion of the Connecticut plan in this category may
be questioned, it is discussed here apart from flat grants because
the matching of the state funds with the amount paid from local
funds is implicit in its plans, and all districts are paid the same per-
centage for the same type of project.

Connecticut’s aid plan is based on these formulas:

$5OO per pupil to be housed, or
one-half the cost, whichever is less.

Elementary schools

$7OO per pupil to be housed, or
one-half the cost, whichever is less

Secondary schools

An additional $lOO per pupil
to be housed.

Regional schools

This Connecticut plan has the virtue of rewarding economy. If
the community wishes to construct a more expensive building, it

Combination Loans and Grants
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must do so at its own expense, since the state’s share remains the
same. The major disadvantage of the plan is that it treats all com-
munities alike, without regard to their ability to construct and
maintain new school buildings.
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Achievements of Subsidy Program
The School Building Assistance Act of 1948 has helped greatly

in stimulating improvement in the local school plant of Massachu-
setts, with 834 new school buildings having been planned and com-
pleted since the inception of the program. Moreover, not only does
Massachusetts have more school buildings, but they are better

W school structures. There are 37 regional school districts in ex-
istence, comprised of over 100 towns. The state has borne an aver-
age of 36% of the costs of all approved local school construction
projects under the program; for this purpose it is now appropriating
some $lO million annually to assist localities to meet the costs for
the new school bond issues involved. When the state aid program
ceases, the same annual appropriation in gradually decreasing
amount will be required to help pay off the principal of related
local school bonds until they are extinguished.

Faults of Subsidy Program
However, the fairness and equity of the distribution of these

funds to the communities leaves something to be desired. The
basic faults of the present system, as indicated in previous chapters,
are as follows:

The fairness and equity of the school building assistance program
is seriously impaired by the use of the obsolete 1945 equalized
valuations to control distribution. The chief deficiency of these
valuations is their failure to reflect the current status of communi-
ties whose wealth and comparative ability to support new school
construction has either increased or decreased over the past fifteen
years.

Equalization cannot be accomplished effectively by the use of
assessed valuations alone, as the experience of Massachusetts and
other states has shown. While equalized valuations are regarded
by some experts as a primary factor in control of the school build-
ing aid program, they urge that other economic factors more
closely related to income also be used in order that a more realistic
measure of need and ability may determine the apportionment of
school building aid.

CHAPTER IV. CONCLUSIONS
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An important factor in determining whether a community re-
ceives more or less state aid is the ratio of its net average school
membership to the comparable state wide figure. Since valuations
of 1945 have been used every year, the relation of the equalized
valuation of a city or town to that of the state as a whole has been
a fixed, constant factor year after year; thus state aid to the com-
munity has varied in accordance with the change in community’s
proportion of total state school population. Under these circum-
stances, a community could increase the number of its children to
be educated, but actually receive less aid if its rate of growth were
less than that of the state as a whole.

The burden to the localities of paying their share of new school
building costs is far from equalized under the present formula. In
some cases, even though the poorer towns are receiving maximum
state aid, they bear a tax load 2.7 times that of richer towns re-
ceiving state aid.

The difference between the problems involved in school construc-
tion in the older “core” cities, and in the suburban towns, is not
fully recognized by the present system. The older cities have a
dominant problem of replacement, involving costs of eliminating
old buildings, as well as paying the costs of new construction; and
they have neither the available land nor the lower land values of
the suburbs, so that cost of site acquisition is higher. Some of their
schools could be renovated and remodeled at a fraction of the cost
of new construction, but no aid is available in connection with such
reconstruction expenditures.

If valuations alone are to be the measure of ability and need,
it is doubtful that the “core” cities can ever receive much more
than the minimum aid of 20% because of their comparatively high
assessed valuations as compared to outlying towns. Paradoxically,
a suburb may have a greater long-run capacity to bear school build-
ing costs than the inner city, because the suburb has a greater
potential for business and industrial development, but does not
have the expensive big city problems of decay, congestion, and
consequent increased government costs.

Flat grant bases of state subsidy, such as the Connecticut plan,
have the advantage of simplicity and avoidance of subsidization of
exti’avagant school construction costs. But they contain no provi-
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sion for equalization and treat all cities and towns alike, irrespec-
tive of varying local abilities-to-pay. Opponents of the Connecticut
plan will therefore insist that the best method of state aid would
be continued use of equalized valuations as at least one basic crite-
rion of state aid but not on the basis of obsolete 1945 figures so
long in need of modernization in Massachusetts.
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(C. 645 of the Acts of 1948, as amended through June 1, 1959)
An Act to encourage the establishment of regional and

CONSOLIDATED PUBLIC SCHOOLS AND TO PROVIDE FINANCIAL
ASSISTANCE TO CITIES AND TOWNS IN THE CONSTRUCTION OF
SCHOOL BUILDINGS.

Be it enacted, etc., as follows:
Section 2. The commission to consist of five residents of the

commonwealth, three appointed by the governor and council, in-
cluding chairman designated by governor, and two appointed by
board of education.. Each member of the commission shall receive
expenses incurred.

Section 3. The commission shall, subject to appropriation, em-
ploy an administrator who shall be the executive officer of the
commission, and, subject to its supervision and control, shall ad-
minister the duties imposed upon the commission. The commission
may, with the advice of the administrator, subject to appropriation,
employ such assistants, experts, clerks and other employees deemed
necessary. Chapter thirty-one of the General Laws is not applicable.

Section 4. The duties of the commission shall be, generally, to
encourage and foster the establishment and building of consolidated
and regional or union public schools in and among the cities and
towns of the commonwealth, to conduct surveys and studies rela-
tive thereto, and to administer the provisions of this act relative
to grants to cities and towns for the planning and construction of
school buildings. The commission is hereby specifically authorized
to make contracts for surveys or other technical services; to pro-
vide legal, architectural or other technical advice and assistance to
cities and towns or to joint committees thereof, in the planning and

APPENDIX A

SYNOPSIS OF MASSACHUSETTS SCHOOL BUILDING
ASSISTANCE ACT
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“Approved school project” shall mean any project for the construction
or enlargement of a regional, consolidated or county agricultural school,
or of any public schoolhouse in any city or town, and shall include the
original equipment and furnishings, whether movable or built in, to com-
plete said project, the contract or contracts for which shall have been
awarded on or after January first, nineteen hundred and forty-six, by any
city, town, county or regional school building committee, which has been
approved by the commission for the purposes of sections seven through
nine, inclusive.

“Enlargement of schoolhouse” shall mean the construction of additional
building space for use as a classroom, cafeteria, gymnasium, auditorium,
utility room, boiler room, special activity room.

“Net average membership” shall be as defined in section 5 of chapter
70 of the General Laws; provided, that the net average membership of a
town belonging to a regional school district shall include the number of
pupils residing in such town who attend the regional school. (Ed. Note:—
G.L. c. 70, s. 5 defines net average membership in the public day schools
of a town for any school year as “.

. . the average membership for such
year as shown by the school registers, increased by the number of
pupils resident therein whose tuition in the public schools of another
town, for not less than half such year, the town has paid, decreased by
the number of non-resident pupils attending its schools for not less than
half such year.”)

“The equalized valuation” shall be established by the general court for
the purpose of this act or, if no such valuation has been made, the last
preceding valuation made for the purpose of apportioning the state tax.
(Ed. Note: —The valuations in use are those established by the last Equali-
zation Law, Acts of 1945, c. 559).

“Equalized valuation per pupil” shall be the product of dividing the
equalized valuation by the net average membership.

Section 6. Regional school districts to apply for reimburse-
ment, in whole or in part, of any expenses incurred after Jan. 1,
1946, for educational, engineering and architectural services in-
cidental to the planning of a regional school. Architectural services
shall include preliminary studies, preliminary plans, working draw-
ings and specifications, estimates and all other work customarily
performed by an architect for the construction of a school prior to
the execution of the construction contract by the awarding au-
thority. Such application shall be accompanied by copies of

establishment of regional or consolidated schools, and to recom-
mend legislation. The commission shall submit an annual report.

Section 5. Defines 11 phrases used in Act, among which the
following are pertinent to the formula for state school construction
grants to municipalities, regional school districts and counties:
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required studies, plans, working drawings, specifications and
estimates and additional information. The commission (if site,
type and adequacy of proposed regional school, and in the best
interest of towns, and expenses are reasonable) may approve such
payment to regional school district as it may deem proper.

Section 6a. Similar application and reimbursement provisions
relative to costs of surveys made of school building needs and con-
ditions, the contract for which has been approved by the commis-
sion.

Section 7. Any city, town, regional school district or county
may apply for a school construction grant toward the cost of an
approved school project. Such application shall be made before
contruction has been undertaken, in the form prescribed by the
commission, and shall be accompanied by any required additional
information, drawings, plans, estimates of cost, and proposals for
defraying such cost.

Section 8. The commission shall determine whether the pro-
posed construction is in the best interests of the city, town, region
or county, with respect to site, type of construction, sufficiency of
accommodations, and otherwise, and shall determine the estimated
approved cost of such construction, which cost may be equal to the
estimated cost furnished by such city, town, district or county or
a lesser amount, and compute the amount estimated of construc-
tion grant to which the town would be entitled under the following
section, such computation being based on said approved cost. For
the purpose of determining the estimated approved costs of school
construction, the commission shall, from time to time, by regula-
tion, establish maximum unit costs of construction.

Within a reasonable time the commission shall notify such local-
ity of its approval or rejection of the application, and, in the event
of rejection, the reasons therefor. Notice of approval hereunder
shall be accompanied by a statement of the estimated approved
cost as determined by the commission, and an estimate of the
amount of school construction grant to which such city, town, dis-
trict or county may be entitled under the provisions of the follow-
ing section.
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The final approved cost shall be determined by the commission
within a reasonable time after the acceptance of the completed
project by the local school committee.

Any city or town which has received notice of a school construc-
tion grant may borrow from time to time for said approved school
project an amount not exceeding said estimated grant, or such
larger amount as may be approved by the emergency finance board
established under Acts of 1933, c. 49, and may issue bonds or notes
therefor which shall bear on their face the words (name of city
or town) School Project Loan, Act of 1948. Each authorized issue
shall constitute a separate loan, and such loans shall be paid in not
more than twenty years. Indebtedness incurred under this act shall
be in excess of the statutory limit, but shall, except as herein pro-
vided, be subject to G.L. c. 44, exclusive of the limitation in the first
paragraph of section seven thereof. The members of the emergency
finance board when acting under this paragraph shall receive com-
pensation to the extent provided under acts of 1933, c. 366, as
amended, including acts of 1945, c. 74.

If the determination of the final approved cost is delayed because
the construction is not completed, payments of final approved cost
may be based upon estimated approved costs, subject to a final
adjustment.

Section 9. Because of its importance, this section is quoted
verbatim; “From time to time, the commission shall certify to the
comptroller, and the state treasurer shall, within thirty days after
each such certification, pay to the several cities, towns, districts and
counties, from any amounts appropriated therefor, the amounts
due them in accordance with the following clauses:

“(a) The total construction grant for any approved school project in
any city or town shall be one fourth of the product of the final approved
cost of the project multiplied by the equalized valuation per pupil in net
average membership for the entire commonwealth divided by the equalized
valuation per pupil in net average membership of the city or town; pro-

i(P vided, however, that no grant shall be approved for an amount less than
twenty per cent or more than fifty per cent of such approved cost;

“(b) The total construction grant for any approved school project in
any regional school district shall be one third of the product of the final
approved cost of the project multiplied by the equalized valuation per
pupil in net average membership for the entire commonwealth divided
by the total equalized valuation per pupil in the total net average mem-
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bership of the towns comprising such district; provided, however, that
no grant shall be approved for any amount less than thirty-live per cent
or more than sixty-five per cent of such approved cost;

“(c) The total construction grant for any approved school project in
any county shall be one fourth of the product of the final approved cost
of the project multiplied by the equalized valuation per pupil in the net
average membership for the entire commonwealth divided by the equalized
valuation per pupil in the total net average membership of all the cities
and towns within the county; provided, however, that no grant shall be
approved for an amount less than twenty per cent or more than fifty per
cent of such approved cost;

“(d) In determining the construction grant for any school project under
clauses (a), (to) and (c) the commission shall use the net average member-
ship for the last school year and the last equalized valuation for the cities,
towns and the commonwealth both next prior to the date of the award of
the contract for such approved school project.

“Such total construction grant, in the case of any project to be financed
from the proceeds of any sale of bonds or notes to the extent of fifty per
ship for the last school year an dthe last equalized valuation for the cities,
cent or less of the approved cost thereof, shall be paid in five equal annual
installments, beginning in the calendar year in which the construction of
such project has been commenced. Such total construction grant, in the
case of all other projects, shall be paid in equal parts to toe determined
toy dividing such total grant by the number of years during which any
indebtedness incurred for such projects shall remain outstanding. Such
annual payments shall begin in the calendar year in which the first pay-
ment of principal on account of such indebtedness shall become due and
payable .

.

.”

Section 10. Sections one to nine shall cease to be operative on
June 30, 1965, except that the payments provided by section nine
shall continue.

Section 11. (This section repealed in 1949).
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