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March 14, 1955.

To the Honorable Senate and House of Representatives.

The Fiscal Survey Commission submits herewith its Third
Report, “State-Local Fiscal Program.” It is designed to
provide tire cities and towns of the Commonwealth with fi-
nancial assistance measured by their requirements for edu-
cation, welfare and general government. No change is
contemplated in the existing chapter 81 and chapter 90
programs for highway aid, since the Commission’s study
found general approval among local officials for these pro-
grams. Present welfare and veterans’ assistance reimburse-
ments would not be changed through operation of the rec-
ommended program, although a fifty per cent reimbursement
for General Relief is added. Application of the recommended
program would result in large increases in revenues of most
cities and towns, but in no instance would a community re-
ceive less than its present total aid from the State.

The amount of research and study completed which con-
tributed to the recommended program is, I believe, worthy
of comment. For example, nineteen different formulas were
prepared and their effects upon each of the 351 cities and
towns were calculated and analyzed before the Commission
determined that the program recommended in this Report
was the best possible for the whole Commonwealth. This
particular segment of the study was made easier by use of
electronic equipment which was obtained through the offi-
ces of Commission member Sherwin C. Badger. The Com-
mission wishes to thank him and the members of the Gov-
ernor’s Committee appointed at the Amherst Conference
who provided helpful counsel during the preparation of the
Report.

Cfte Commontoealti) of e@assacbusetts

LETTER OF TRANSMITTAL.
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In addition, the Commission is grateful for all the assist-
ance received from the Departments of Education, Welfare
and Corporations and Taxation, the Office of Veterans’
Services and the welfare, veterans and finance agencies in
many cities and towns.

Respectfully submitted,

GEORGE J. EVANS,
Chairman.





STATE-LOCAL FISCAL PROGRAM.

In Massachusetts there appear to be two basic types of
communities, those which have matured and those which
are growing rapidly. The mature communities were built
up to a large extent perhaps during the 1800’s or in any
event, prior to the boom period which began about 1940.
A considerable portion of the commercial and residential
buildings of these mature communities tends toward design
which is not well accepted at present, and only a compara-
tively small amount of vacant land is presently available
for new construction. Along with this, it follows that in
many such communities school population attained its peak
in the 1920’s and has leveled off or declined in the years
since then.

The rapidly growing communities are those which have
had a tremendous upsurge since 1940. A proportionately
large amount of new commercial and industrial building
seems to have located in these places. Far more important
in the effect on local government has been the phenomenal
increase in the number of new residential dwellings and the
growth of school population which in some communities has
more than doubled in the past five years.

No city or town, of course, has completely matured or can
be said to be exclusively “rapidly developing.’’ The ratio
between maturity and new development varies widely, but
the attempt here has been to highlight the major character-
istics of each. Any equitable program of state assistance
first must recognize and then provide aid for both types of
communities.

In addition to basic problems of the mature and the rapidly
growing communities, there are other important considera-
tions of local government for which there must be state-wide

Cl)t Commontoealtl) of Massachusetts

THIRD REPORT OF THE FISCAL SURVEY COM-
MISSION.

Introduction.
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concern. Of primary importance are education, welfare and
general government. The Commission believes the state is
obligated to make it possible for all children to secure ade-
quate education. By the same token, all individuals in need
deserve care, no matter what city or town may be their resi-
dence. In the area of general government, since the state
has required compliance on the part of the cities and towns
in numerous areas among them law enforcement finan-
cial assistance should be extended in partial compensation
for these state-imposed requirements. Another factor is the
tax base which the state has broadened to its own advantage
and in some measure to the disadvantage of cities and towns.
A distribution of some of the state-collected revenues be-
comes an obligation.

State-Local Fiscal Program.

The First Report of the Fiscal Survey Commission out-
lined the perplexing financial problems of the Common-
wealth. This was followed by recommendations for an
improved revenue program in the Second Report. In this,
its Third Report, the Commission considers another major
aspect of state finance, the State-Local Fiscal Program.

In its endeavor to develop an improved program of state
assistance, the Commission determined that need for as-
sistance should be measured by three elements, the
number of children to be educated, welfare requirements
and the number of individuals for whom governmental
services must be provided by the cities and towns. While
measuring local requirements for state assistance by these
elements, the Commission is firmly of the opinion that the
cities and towns should themselves determine how the state
assistance shall be utilized. Restriction of state funds for
limited use by cities and towns is a violation of the home
rule principle, and to this the Commission is unanimously
opposed. The local assistance formula, which follows, would
replace existing distributions of meals, income and cor-
poration taxes. Present state assistance for school building
construction, vocational education, school transportation
and the school lunch program would be continued without
change, as would the method of reimbursing of welfare ex-
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penditures under the Old Age Assistance, Aid to Dependent
Children, and Disability Assistance categories. Also to be
continued without change is highway assistance as presently
constituted under the programs identified as chapter 81 1

and chapter 90.2 Under the Commission’s proposal no city
or town would receive less aid than at present, and most
communities would receive sizeable increases

To replace the present sharing of meals tax, the school
foundation formula and distributions on the state tax and
corporation machinery bases, the Commission makes recom-
mendations which are presented in the following pages.
The result of these recommendations would increase the
amount of assistance to cities and towns from present shar-
ing of meals, income and corporation taxes of approximately
$7O million to $lOO million. Over-all, the amount of state
aid, distributions and grants would rise from $147 million
to about $177 million. It should be emphasized that this
$3O million increase for local aid represents 45 per cent of
the net increase in state revenues recommended in the
Commission’s Second Report (House, No. 2400). The
recommendation called for elimination of $32 million of
existing taxes and the imposition of a sales tax estimated to
return $99 million. The net revenue increase of $67 million
would be apportioned $3O million for local aid and $37
million for state purposes. But since the proposed elements
for measuring local aid are based on items which in all
likelihood will become larger (number of school children,
expenditures for general relief and total population), the
total amount distributed to cities and towns must be ex-
pected to rise above the $3O million total beginning with the
first year and continue to rise each year for at least eight or
ten years.

1. Measurement of Educational Need.
Two measures of educational need are recommended with

the option granted each city or town of choosing the one
which will be of greater advantage to it. The first is based

i Chapter 81 highway assistance is limited to towns with equalized assessed valuation of less
than So million, and provides a grant of $275 per mile of public roads.

2 Chapter 90 highway assistance is designed to promote and maintain a secondary highway
network. Costs of approved projects are shared by the State, the county and the city or town
usually on a 50 per cent, 25 per cent, 25 per cent basis.
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on the number of pupils in net average membership in the
public schools. Per pupil grants would be as follows;

Grades 1- 6 . . 875 per pupil
Grades 7- 9 . . 85 per pupil
Grades 10-12 . . 100 per pupil

The alternative measure is the total number of children
age 7 to 16 in the registry of minors which includes all
children whether they are in public or private schools.
The amount of annual grant would be equal to:

Number of children age 7 16 times $BO.

Since these data are kept current, any annual increase or
decrease in the number of children in age groups for whom
education must be provided would be reflected in the
amount of the grant to the city or town as measured by
this element.

2. General Relief
In addition to all welfare reimbursement now provided by

the state, there would be a grant equivalent to 50 per cent
of the amount expended by each city and town for general
relief to “settled cases.” 1

3. Per Capita Grants.
The per capita grant for each city and town would be

determined by the population group into which the com-
munity falls. The grants would be as follows:

25,000 or less 17.75 per capita
8.75 per capita
9 75 per capita

25,000 to 150,000
150,000 to 500,000

and $l3 per capita to Boston, which is the only city having
a population in excess of 500,000.

4. Minimum Grant.
No city or town would receive under items 1 to 3 of this

recommended system of state aid an amount less than the
annual total now received from distributions of meals,
income and corporation taxes.

1 An individual who has lived five years or more in one city or town is considered a “settlet
resident of that community.
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A stabilization fund would be established as recom-
mended in the Commission’s Second Report. Additional
information regarding the stabilization fund is given in
the Appendix beginning on page 95.

Advantages of Recommended State-Local Fiscal
Program.

1. The recommended three elements of the State-Local
Fiscal Program would provide approximately $3O million
additional for cities and towns. Assuming no increase in
expenditures, this additional aid would permit a corre-
sponding decrease in the local property tax, the only sig-
nificant revenue source available to local units. It should
be pointed out that by increasing the amount of aid, the
state is sharing more of the revenue from its relatively
broad tax base with cities and towns which have the nar-
rowest of tax bases. This, the Commission believes, is
necessary for the financial well-being of the cities and
towns.

2. The recommended formula is an equitable one which
would provide proportionate treatment for all cities and
towns. The major assistance to be granted to each would
be on exactly the same basis, that is, the number of
individuals for whom governmental services of education,
welfare and general government must be provided.

There is no arbitrary, and therefore inequitable, attempt
at equalization included in this aid proposal the amount
of assistance based on the number of pupils is not a formula
related to assessed valuation or other measures which might
be questioned. There is, however, an important equalizing
factor inherent in this proposal which heretofore has tended
to be overlooked. It is well known that the residents of the
various cities and towns pay widely varying amounts of
state taxes either directly or indirectly. Thus the residents
of a comparatively wealthy community pay significantly
large amounts in state taxes. The recommended program,
however, returns to these communities only the amounts to
which thev are entitled under measures that are the same

5. Stabilization Fund.
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for all based upon the number of people served. It is en-
tirely possible that a town whose residents pay relatively
small amounts of state taxes would receive more in assist-
ance under this program than another town whose residents
had contributed a far greater amount through state taxes.

The problem of having the more than one thousand as-
sessors in the 351 cities and towns arrive at the same per-
centage of market value for the assessed value of each par-
cel of taxable real and personal property seems to defy solu-
tion. 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. For this reason the Commission believes that
other measures of need for assistance should be utilized.
Additional discussions on this point are contained in the
Appendix.

The proposed program would be equitable now, and it
would also provide a means for adjustments which would
change automatically with the variation of need for serv-
ices of local government. Thus, if the number of pupils
increased, the amount of assistance measured by these
pupils would also increase and this adjustment would be
made annually. In the category of general relief as the
expenditures advanced, each year the state would meet one
half of such increase. As the number of residents of any
city or town increased or decreased, that too would be
taken into account and adjustments for changes in the
number of residents would be made, not on an annual basis,
but each five years when the federal or state census recorded
the total population.

3. The proposed program is one which is easy to under-
stand. The interested citizens and public officials of each
town would be able to determine in advance the amount of
state assistance for which they would be entitled in any
year by means of simple calculation. This is in contrast to
the present-day measures which are tied to collections of
certain state taxes and use of a number of formulas that are
so complicated that it is quite impossible to know in ad-
vance the amount of aid which will be distributed to any
community.
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4. Along with the advantage of simplicity is the advan-
tage of a guaranteed amount each year for every city and
town. With the acceptance of this proposal the state would
obligate itself to pay each year to the cities and towns the
amounts to which they are entitled as measured by the
three elements. It would become possible for local com-
munities to make long-range financial plans with the assur-
ance that certain amounts would be paid by the state. No
longer would the tax rate be fixed in major part on esti-
mates from the “Cherry Sheet” 1 which have varied as much
as 35 per cent from year to year. Cities and towns would
not have to “make up the difference” as they do now when
the collections of state taxes fall in response to downward
economic trends. Since the state has a far broader tax
base, it has much greater ability to weather the fluctuations
of the economic cycle than have the cities and towns, inas-
much as they are limited to the return from the property
tax. To insure that money would lie available to meet
guaranteed local aid as well as state expenditure require-
ments, the establishment of a stabilization fund is recom-
mended and described in detail in the Appendix.

Table I shows the amount which each city and town
would have received if this formula had been in effect dur-
ing 1953. The amounts which they would receive in 1955
would be somewhat, different, since there would be more re-
cent school membership data, and the state census would
be used in determining the population total which would
be multiplied by the per capita amounts.

GEORGE .1. EVANS,
Chairman.

HARRISON CHADWICK,
Vice-Chairman.

WILLIAM A. SCHAN.
SHERWIN C. BADGER.
ALDEN C. BRETT.
CARROLL F. HOLT.
WILLIAM H. BIXBY.

Cherry Sheet is the name given the official notification to the cities and towns from the
Department of Corporations and Taxation of the amounts that must lie used by the boards

issors
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We have withheld our signatures from the majority report
on the State-Local Fiscal Program primarily because the
proposal to increase the amount of state aid to cities and
towns apparently is offered as evidence in support of a
recommended 3 per cent sales tax. Our opposition to a
sales tax for any purpose has been consistent, but in any
event there can be little merit in the majority proposal to
raise $99 million from this tax in order to increase state aid
bv $3O million.

The new approach to state assistance to cities and towns
presented in the majority report offers great improvement
over the present hodgepodge of items which at times con-
flict with each other. We favor adoption of an assistance
formula which would have as elements the number of chil-
dren to be educated, the number of persons for whom local
government services are provided, and payment by the
state of some portion of General Relief costs. The proposed
element measuring educational need by the number of
children of school age which would total $53 million meets
with our approval. Educational requirements merit ad-
ditional state assistance in order that adequate schooling
may be made available in all cities and towns without im-
posing unbearable local tax burdens.

The amounts assigned for per capita grants and the
50 per cent state reimbursement for General Relief are
elements in the majority report upon which we take no
position at the present time. We are of the opinion that
additional study is required before it is possible to deter-
mine the over-all amount of assistance which the state
should guarantee to the cities and towns. The $3O million
net increase in aid recommended in the majority report may
be the proper total, but until additional data are available
in support of this amount or establishing a different aid
total, we withhold our approval without prejudice.

ELIZABETH A. STANTON.
THOMAS J. O’CONNOR, Jr.

STATEMENT OF ELIZABETH A. STANTON AND
THOMAS J. O’CONNOR, Jr.
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My dissent from the majority report recommending a new
State-Local Fiscal Program chiefly reflects a difference of
degree rather than of principle. The use of the number of
children of school age, welfare and population as bases for
measuring amounts of assistance to be granted to cities and
towns in my opinion are sound. I concur in recommending
adoption of the educational need element which permits
every community to choose the larger of (a) $BO times the
number of children, 7 through 16 years of age; or (b ) $75
times the number of public school pupils in grades 1-6;
$B5 times the number of pupils in grades 7-9, and $lOO times
the number of pupils in grades 10-12.

I disagree with the majority report in so far as its recom-
mendations are concerned with: (1) increasing by $3O mil-
lion the distributions to cities and towns without substan-
tiating this amount; (2) adding only one half of the local
expenditures for General Relief to the state aid total, and
3) selecting $7.75, $8.75, $9.75 and $l3 per capita grants

for the cities and towns of the four population groups.
1. No cogent reason ha,s been advanced thus far for the

selection of $3O million as the amount to increase total
distributions to cities and towns. To be sure, this amount
is approximately the same as could be raised by a state-
wide property tax of $4, but such comparison has no particu-
lar significance. The total is one picked in an arbitrary
fashion and might just as well have been $25 or $4O or even
$5O million, since it is not based either upon specific revenues
or expenditures.

In developing an alternative State-Local Fiscal Program,
however, I have considered approximately the same amount
of additional aid, $3O million, in order that comparisons be-
tween the majority report and this one may be facilitated.
It is my opinion that additional investigation is requisite to
the final determination of the most advantageous amount of
total local aid.

STATEMENT OF FRED A. MONCEWICZ.
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2. My objection to the majority recommendation for the
State’s continuation of present rate of reimbursements for
categorical relief and increasing reimbursement by 50 per
cent of local payments to General Relief recipients is that
it does not go far enough. Welfare has become a problem
of the federal and state governments. Upon examination,
it is clear that local communities vary greatly in ability to
meet welfare requirements, and the tendency is for those
communities which have proportionately the heaviest wel-
fare burdens also to have the least financial ability to pay
for them. The proposal which is included in this statement
provides a solution to the problem of equalizing the welfare
burden.

3. The per capita grants recommended in the majority
report should be adjusted in order to obtain whatever dis-
tribution total that research indicates has maximum desira-
bility. The ratio of per capita payments between the four
population groupings of the cities and towns appears satis-
factory and could result in equitable distributions through
its application.

Recommendation

One important change in welfare administration would,
in my opinion, make a vastly better program for local as
sistance than the recommendation of the majority report.
I am firmly convinced that the state should care for all
aspects of welfare and veterans’ assistance. Instead of pay-
ing, including federal grants, 85 per cent of Old Age Assist
ance, 75 per cent of Disability Assistance, 70 per cent of
Aid to Dependent Children, and 50 per cent Veterans’
Assistance, it would be far more effective and less costly in
the long run for the state to administer 100 per cent of these
categories and General Relief as well. In the matter of
“settlement” alone, it has been estimated that the elimina-
tion of its archaic requirements would save $500,000 each
year in administration costs.

The major advantage, and the one about which I am
most concerned, is that through the state’s acceptance of
the entire responsibility for all categories of welfare, includ-
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ing veterans’ assistance, there would be additional equaliza
tion of financial burden among the cities and towns. Fin an
cial relief would be provided the cities and towns that
needed it.

In times of economic decline, when welfare requirements
are expected to increase greatly, elimination of city and
town financial responsibility for welfare would effectively
insure them against possible bankruptcy. The <l mature
communities, mentioned in the introduction of the majority
report, would be aided on the basis of one of their most
costly activities. The inevitable result in relieving the cities
and towns of the burden of welfare and veterans’ assistance
would be an increase in the state’s responsibility. Since
the state has far greater resources, this is as it should be.

The welfare recipients, under this proposal, would be pro-
tected against possible variation in treatment from com-
munity to community, since similar welfare provisions would
be state-wide. The employees of local welfare departments
would be blanketed in as state employees, and all existing
civil service and pension benefits would be guaranteed.
Within a short time the result would be a uniform and effi-
cient administration of welfare at less total cost than is
possible under the existing system.

If the cities and towns had been relieved of welfare and
veterans’ assistance in 1953, they would have had about
136 million available which could have been devoted to
other local activities. It should be emphasized that when
any increase in welfare requirements occurs under this pro-
posal, there would be no additional burden on cities and
towns quite contrary to the existing situation.

The per capita figures which I would recommend for
third element are as follows

Per CapitTP

SI

150, DC

Over
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These per capita amounts could readily be changed to
meet any determined over-all amount for aid to cities and
towns. The effect of the operation of the formula upon
the 351 cities and towns is presented in Table A, which
accompanies this statement.

Revenue

If it is shown that approximately $3O million is the appro-
priate amount to increase local assistance on the basis of
the preceding recommendations, I suggest the following,
although other revenue proposals could be utilized to raise
this amount.
1, Tax on earned income of non-residents $5 million
2. Eliminate the federal and state tax credit on all income

categories 19 million
3. Change the tax rate on insurance premiums from 2 per

cent to 3 per cent 6 million

$3O million

It is my further recommendation that all existing taxes
be continued at their present effective rates.

These aid and revenue proposals would, I believe, pro-
vide state assistance to cities and towns in an equitable way
on the basis of their respective needs.

FRED A. MONCEWICZ



HOUSE No. 2600.

CT. CD rH

“
O CO tooq t-. b-

b~* 06 Tf* t>T
10 oo 10 >o

6c

00

b~ 00 05 00
00 lO o »o

CC CC H rj<

CO iC 00 00
CO CO 00

CO Tf tC CO



HOUSE - No. 2600 [Mar40

CO CO S O CO

00

Xoo

oo o co a oCO 00 b- 00
CO CO

00

CO

CO

OO00
00

00 t'-
00

do
00*

00

OO

00*
00 X

00
CO W 00 CO

oo'
00

CO CO 00 Oi
m o h oo ooX

CO



1955 HOUSI No. 2600 41

O N “O H S tD C CO H H CO CO 05 O O vc® N CO ® * O N CO TO T}( H 1C 00 to «5 'f toN tD H O) CD O rf CO CO O O H 10 H to
*®2 2 .9 J 2 “3 00 oT o' r*T id o' oofci cc >o co n w to 05 ob mN N CO ® CO CO CO 00 >—t N N O') I—< Ol

O tO O N CO OO O CD CO C 5 O •-< H o CO “O >0
N N to O H N 1C CO '-t'tfCCOO N 05 Ol to IQ

W © M »0 rH t>. O W O O) N Ifl
t~- CC* CO TjJ" O V TjT »C (M* to N rH tsT 00 00 t—T rjT
to N CO O CO C) N (O T-t CJ .I H H cq

Tf N C vO O Tf H (D CO H « 00 00 00 00
CO H Dl N Ol 00 CO to O O to 05 00 00
C- O 05 CD W *0 r-, tP 00 O t'- O N 00

oo’ oo’ H 00 ’J' O O tP N O H 00 to -*p Tp'
•«P CO CO TP CO Tp CO r-i

VO CO O hH 05 t
CO CD 00 VO O 0000 N CO M H r-(

33

CO CO

CO

c cs o s -g
o o "d tc £3 H H



HOUSE No. 2600 [Mar42

0000 00 CDX COX X
X*t-X.

»oX
O W O to O CD OH N N 50 l^cDr^^cDN h M C «D O M Cl

■•t

iM»-HCDOrH *C O 00X <M tH rH *-(

<5

X CDXX*o
X

X 00 00
oo’

00 CD 00
05 CO CD O

X

X*

o
X X rfl ID CDr-« X rH CO 05 T*X

X* 05* X* CD*

"7op
XXXX X

00 f- CO
CO oo* oo d s’

rH H Cl 00

Xon o ooX

H

&

O
5--

<3
o
o



1955.] HOUSI No. 2600, 43

* -*t I
CD CT> 03 cc Tt (CIO CD W lO o M N 00 'O' 'l' H2S i 2 'S N ffl 00 M 05 lO H Tf<N_ ® N !D CO N h N T}< h iO H N CO K N « lO
CO N O CJ N H 00* o’ 6 00 GO O CO CO T* O V N O* NH M H h M 00 Ol CD « M O C h N N (O Ol

CO O 00 H iO N (D O) M O CO « CC O 00 O N Oi
N (O (D M N CO « Tf (D tC O 00 CD CO N Ol CO O CD COc m n q o »o co o b- oo o q « ® eo »o
HCO H N o H CO* NN* ci *0 CO iH <N* *-T *0 CD CO*

CO CD I CO 00
tD CO Ci 00 CO CD 00 00 05 CO *-

—< N CD M S CO 9rf rH 00 CD

bTf b o ci co co
H K5 IO COCD O

b

b00 O O CO CO >o
»C H tO GO H CO

-1 W’
b IO 00 00 bCO

CD r* bb-’ CO* co’ CO*

CD h b
bCO CD

’“1.
iO r£

•IJ ’.'l t'J 7 1- I- « “V w.
CD 00 CO O M CO N N b

b« Tf‘ ■-< M CO*
00

S

CDk&

rf CO wo 00b- C 5 b

a

a
g -2 § .2 co
0 2 C c 3 >0a s■§■§ s sGO» O x1 Ssl 'S "

0 83-O a §
■a .

s a -3 o'
® 0) D. e 3 gj O

1 ISJ e |

bC
bO

2

tA
3 Q. -rt .9CO

£c

o $ P
<

m



MarHOUSE No. 2600

oo
00

00

00
DO

b- O N Tf f--I X O h 00 i;
00 rfi CO 00 r-i

5d 00CO 00

00 b

00
CO

b
CO

Oi O 00CD* oT 1-T
N lO X

00*

CO oo
00 CD b. b

CO*



HOUSE No. 2600

N M *0 (D >0 t-
N CO 03 “O H r- m h oq

CO 00 kcTco co io00

05 CO CC *0 O) b
■O CO O CO 00 c£

CO CO 00 CO N H GO H Cl
O H N ® Tt< 05 CO O
GO CO Cl N CD O lO CD O

O H f-

U5 CO O 3
CO Tf ffl fN H M IO N CO O N

O O OS CO (N CO CO CO_ CO
(O CO N CO* N >o' CD* d

H 00 00 Cl H N

IO >0 0 0 0 lO kO IO o oN CO CO CO M H OJ CO T}(
CO CM 00 'f H C| CO O

00 N f

'I J) rf CO

CO CD O ’t i-
O kO CO H Tt< cq o 6o oq

00 «o’ 05* 00*
00 00

GO* V f-
N X - 00 N H Cl M CO I-

00
00Tf 00 CO 05 Tjl O

S' M CO 00 CO C| lO o o
00* f-* 00* M* 05*

§ .2 q CO2 a cc ko

o
3

-I

0
>-

bC
02

3b£ 3

3
001

3

rt<
CO



HOUSI No. 2600 Mar46

O O H CO N N O CD CO N lO C) ’# to b-
»-• to CO CO O CO (M CO CO O CO Tj« o COCO

CD O O »H N lO O D H O W O H CO to

zn

00 H o H CD (MWOOtJCOO
00 *-1 CN wo CO CO Tjc H Tj< CO "etc CO Tf CD C^TJCOOCD-^

o CO N CO b N CO 00 CO CO O! N CO CO Ot COo
Jo

to W 3 O to H CO b H N Tt< Ol r-( OJ o CO N 03
Tfi CO WO (M Ol CO N H T)< CD CD C 3 H O O CO O GO
CD M CO 03 D Cl N CD O D 00 H ® O) H N H

CO oT CO 00 T}T WO tjT o co’ N CO d H o 00 b-’ rH oc
i-c O) N H H c N CO Cl (D CM CD WO CO



m

<

*

1955.1



HOUSI No. 2600 [Mar48

IO H IO C t. Cl 00 O (O N CO O O c;N Cl CO O Cl f o C O N © CO © iO if
O N fO CO CO © © D D 00 n N Cl C

a,
o
£

CO
co" oo'

Fh

is

i s „,i § OC S a
Ca 5 9

s A K?s

�J
«

<5



1955.] HOUSE No. 2600. 49

oo
uo C300 0000

'J Tj- 2 SS t- *D O PC 00 I- 00
OO CD CD 00 lO N « to ?! >j( h C) CO

■'*' CM (Mr-. CO r-c

t>. Tf
H (O $

t-- co PC O CO 00
CO C X N

•O M N N

* * * -*

tO lO CO OJ tO (O O CO rf N I N O CO
O 03 00 03 C 3 N O O Oi N tMOOtM
CM 03 00 O Tj. lO to H 0300 0;

oo h r-X N CC ID
O 03 r#i

H O
-h o
CO lO* r—r

(N cD 00
oo” t'* oo'b*

0 o*o 40 10 0000*0 o*oooo o *o *o *o »o
-ji n n o co *o Tf o cc oo w n d n

CD O T)t Tjt M 00 O CM *D O N D *0 H O

I* N N x’

CD
CO CO 03 0-1 rf

CD *0 03 *0 X
*D 03 O t' O 04 »o‘ f-T b- rfoo T»<ec»o o) cc ’f1-H PC I—(

N X Id X
rt C N toN CD X Tf h

2 C 3 ci Cj O o 0> 0> 0> •y s O O O



[MarHOUSE No. 2600,

00
’“I T}l ® 00(U lO* rji 00*

t" N CO N N h O O T}( N N ocor^rt»a2 h rj< o m co co os ffi n tj< 10® O >C Ol CO N O ■'f C N f- oO N O t
® 00* iH CO* tjT tjT IsT tjT «—T CO* t

0000 00

b- CD
CO CO00 00

CO
00

C 3 O00 00

CO GO
CO 0000

r-
55 GO

00*

-C

33 « ® 8 O ® oaiooo 00000zzzzz 7. y z zz y.yyyy

00cn



1955.] HOUSI No. 2600 51

-* * •» * *

00 N H >0 (N cO Ol >-l t'- rH C> ffi IO N lO MtT 00 ffi N M tJi OJ N O 0 O M « (D CO h W CO X 5 (O N
<H q N N 05 CO CO S 5 ® a N 00 H a ® H

.

*. ®. “I6 CO “5 “5 to 00 O CO m (S 00* CD O CD CO N H CO H H
iji O !D “) Tf H 1C lO M N N ffi H cD 00 N NIM CO «-H r* .-t Tf

00* CO* b

Cffl H iO CD H IO Tf os O) rH CO CO ID Oi oi O M 'P X
O ( CO NiO 6 iO iQ IO « X 'P N [- (D H CO

tP ID CO iD Tp X N M 00_ X O X_ X «0 'P H X X
O(N CM* CD* -c* ‘D" 'H « OS" « DJ CO

a
<

HeHr
He

cco



HOUSE No. 2600 [Mar52

00 CO00 00
b-.
b-~00

CO 00 b

(D H lO Tf 00 0000CO fl CO

CO CO IO
CO M iO CON H n O)

CO 00
»ocic

b

00 T*
b

_
00 300

�0

000000 00GO

CO
JC CO00

co‘

X



1955 HOUSE No. 2600

oo (N oo
S 00 o t-

00 M ?l W M Ol O CC H Tf< N o 0000 CC 00 to N N Tj< 03 lO <M CC *0CD Tf N O h Tf lO CO 03 N t^QO«O
00" TjT f

00 00 Tt< CO O —i o
GO H 03 00 00
Oi CO CO 00 M
P—< in rn

’J' Cl 03 N OD CO Cl W IO 00

o00
Tj< rfH f t- W CO N (D N CO

00' 00'

M N t

00

X
lO U00 f-H f-

00

if

_3
oa

C fl 3 > +i m s o o ® . £303 33330
O 5 « 5 O o -3 -C -3 J 3 .0.0.0 0 0 00000
vi vi m m m m vi vi m m vi m cc m cq m cq to oj cq

H



HOUSE No. 2600, [Mar54

I acew s cc nto a ai n to oo nna 01 m■ co co to o a co co co .h co t>. o t>. H o o -#

rt H
.

m
.

w a q oo s « co ei co oc o o co >o oo
■£ ; No' CO* 00* o’ U3 »-«* 03 co’ <N* r}T »C* t-T CO CD 03 «0
,
u iO >0 CD »C CO -f H rf IO co !D h ip

H &0 Ol CM CM -I -Hr-«
&0

eS H T)( H © O OICCTf OilO N lO 1# 00 N h o N W h
■s 2 05 lO O N O CO CM CO H N CO N CO t^CO'CO’-*
~ 3 N q H iq ® 03 »0 »C ■«* CM f'. W H

.
W H ■«* O rH CDn 2 CO CO* o' CM* r* ■* rH >o* o o’ X* CO* CO* CM* ■*<* H CO*W W W H CM y-t *-(

c/>03 >o.

03 O CO X O 03 X X t-t i-> 3 O) H CO S I CO >C tji h
TjioCT-iXTjt H Ol O H CO i—i X CO CD CC 00 Tf tJi
CD Cl »D Tjt Ol GO CO CO *C O OXCCO •-< Tft ■*< r-l

mmaj M O W CC O N 00 CO h h ©h CO
: fl

” 2 © H 00 rf .-h ©J O -< 00 H CO CD
> Sy33 CO ©J »D ©1 00 n n 1C o O 00 of fe|| S- rf 2 - a-"'
i >«S
00o

00 CO to lO N IO M (O « Ol M I 06 N 00 o N
CO O) N (D O O) C CC N N 03 t-H O CD X
00*0 Til M H M o Tji Tf O 00 O 00 O N Tf
« N N N W to 00 N to T#
CO T-t H P 3 M N CC

tS>

000«J*CJ O O “C O O CUJUJOO C 3 »*3 C 3 *0 C_>

0000*00300 00 03 00 >0 CC Tf H CO CD N Til CN 00
b- 00 O b-. b- 00 O 00 *C Tf IQ f3_ CO CD O O CO o
N (N 00 M CO CO* *C TjT CO* 03* 00 CO CO *-> r-T 00 CO O O tJ*"00* CO CO* CO* >C T* CO* c-f 00 CO CO T—r H 00* CO 05* CO* tjT

N CD C 3 CO Tji H ID <0 O N C 5 CO 03 t*< CO

CO CO N 05 CO CO b- r-t O X CO Tjt N H C 3 03 CO 03 03 CO
N CO Tjt CO *D 03 O O CO 03 N C 3 O tH N H t|l O >0 tJItJI CO 03 Cfl O Tf O) o N N CD (M H O O 05 03*0 03^

b- O *CCO*OCSCO CO* X* 03* Cs* *C b-* t*T CO* CO »C*
b- CO Tj. IO H o CO *C >—l CO

35 CO O *0 CD *C 03 O >-i >C O b- 03 N H 05 “5
M tJ( O 0050000 03 *0 O CO O H H CO *0 CO
M •-< b- CO iO 05 H ifl H N iO C 5 H Tf 00 CD O 03

■■••••• • • ■ bO ■
b£

_ c 4) *2 ■© fl b T3?Sha § « g s -g H os
a . 3l? o c '3 ®g a c?-? ?

« e s.s-SS-ScS aft-* g 5T: o 0 O ? S C£
* Sot* £ S ft sfl Coo o o so§ o £ isSo.So oon>, »

ojcocflcoaQ cccbccojcg coHHHH HHHHH

cr
CO
<>»

o

-H53 o



1955.] HOUSE No. 2600,

tO H tJI N 00 CD H CO CC ® tO *0 t(( N *0o 05 t- Tf io n a ci oo
t'T co* r-T oo*00 (» rf co

00 M co >o
00

*o*

00 O oo x t-
»o

00

oo oo oo
t-

10*0*0 0 0
00 Tp o *o
H 00 lO N O

00

00cc
I

CO

X

X

00
Tj<
00



[Mar,HOUSE-No. 2600,

>2 N W e H s (D NM Oi C CC N Ifl o rt<•“1. *0 O fOOOC:cO t—i
cr. t-T co ‘C* io~ t-T-

oo oo co
N © 03 00<M 00 CD CO

w w vT1 TP

~

« co 10 co o oo Tf h h2 S W H Tf oi O O Tt<r-<~)-^»0W n n w o n o >o 00 m IO h to
OJ CD f- 00 00 d H NCO oCN r-T t^‘J ,H rH .-I .H rH Ol

* *
*

O IO CO N h C 5 I »0 05 05 lO N M2 o cc t^co-^Sec O M H OOTfCS 0200*000
r“ < ’-< •*#< CO of r-T CO

N CO D N iC OS 00 b- COH Oi N »C N i—< CO O O soN CD © CO CNOOOCs
r-i 00 O O *030 (N O O O OJ

N CD *0 00 «o"
CO Cl Cl

*O*OX3 10*00*0*0 *oooooO *0 CO T}< i—( t}* O *-< >0 r-l CO »Hw w q 00 00 CO 0_ CO H CO H CO N
H d N N « d od co" *o" CO *0 CD•'i* 00 CO O H IO CO

O Is
* O N Cl M fI >C O) 00 to (D 00 S H QtO O Tf to 1C (D Cl O O I—l IO (D rt 00 Tjt 05 HOS_ 03 *H t>. CO b- o O !D O W H CO N O) H

W ‘S o»o CD* kO »0 rjT CO i-T CO co“ of 00 Ot- 03 00 CO 03 00 ® H f1 (D CO O H H 00 H

<N N N 00 !D OS N C. CC CC CD OJ IQ O cq
CD CDiOCDCNOO CO CC H O W o co CO O NOi 03 t-» O O OOOTf oo rt o >o « CO
O Tji Ol Tf< 1C od T« N<N ,-1

■ . . . . ttO C . ,

t fe n o
. S3 o n °

t g>,g “ | » fta -Ba l«e g i |.§.s .s s
■£ -*5 1* .S iS .-gOOTJS !l3aa aa,S.S .9
£ it & ti is



1955.] HOUSE No. 2600, 57

CO

GO
r.

00

a

«

|

a

00
X «

bC m
o

x



HOUSE No. 2600. [Mar.58

A new approach is represented by the State-Local Fiscal
Program recommended by the Fiscal Survey Commission
—an approach which embodies need and responsibility,
equity, simplicity and certainty. The present sharing and
earmarking of tax revenues and their distribution accord-
ing to complicated formulas is replaced by an integrated
plan with standard and appropriate measures.

The Present System

The two major areas of shared taxes which would be
changed are the distributions of the “normal” or basic rate
personal income and corporation tax revenues (after certain
deductions) which provided $37 million and $33 million, re-
spectively-, for cities and towns during 1954. Unaffected by
the Commission’s recommendation are the reimbursements
from the income tax for the school construction, lunch and
transportation programs, which are deducted as appropri-
ated by the General Court before the tax distributions con-
sidered here are made.

Ten formulas, having the assessed valuation of property
as the dominant measure, pertain to the distribution of the
$7O million, and these are described in brief and simplified
form below.

1. Personal Income Tax

Six formulas relate to schools and one to general use in
computing the amount for each city and town. (See
Table I.)

Appendix.

Introduction.

a) First Foundation Program (c. 643, 1949) —An amount
equal to one half of the following:

$l3O per child 7-16 years in the registry of minors
(increased or decreased $1 for each increase or
decrease of $lOO million or major fraction thereof
in the total equalized assessed valuation of the
state)
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six times each .$l,OOO of equalized assessed valuation
of the city or town.

b) Second Foundation Program (c. 643, 1949) For towns
under 5,000 in population, the Commissioner of
Education may, if it amounts to more, certify the
amount of one half of the following:

$125 times the product of the number of full-time
teachers, principals, supervisors and guidance di-
rectors in the public day schools multiplied by 23

Lesi
six times each $l,OOO of equalized assessed valuation

of the city or town.
(c) 1948 figure (c. 643, 1949) —ln no case, however, shall

the amount be less than was received in school aid
by the city or town in 1948.

d) 1948 figure plus 25 per cent (c. 592, 1951) —ln
towns with assessed valuations of $2 million or less,
the amount shall not be less than the amount re-
ceived in 1948 plus 25 per cent of such amount.

e) Special Class Reimbursements (c. 703, 1950) In addi-
tion, cities or towns receive $5OO per teacher of
special classes for mentally retarded children.

L

Table I. The Application of the Various Education Formulas to Mu
nicivalities and Amounts Distributed from the Income Tax , Calendai
1954-

Number and Type i Amount
Formula. Q f Municipality. | Distributed.

Straight first foundation 139 or towM *9’ 150'220 58
First foundation plus special classes . . | 67 cities or towns 9.511,823 fFirst foundation plus regional districts -| o towns 142,19/ od

Straight second foundation 92 towns , - ■
Second foundation plus special classes 1 town J"'9 ®”

Second foundation plus regional districts . 6 towns 128,864 08
1948 figure 5 to "™ 18.I8.
1948 figure plus special classes . ■ A H°"" 9 ' . .

1948 figure plus 25 per cent • ■. ■ 4-towns

1948 figure plus 25 per cent and regional districts 3 towns w4,4d. 31

. , 351 cities or towns •’521,484,106 23Total •

ichusetts, Departmentof TM
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(/) Regional School Districts Reimbursement (c. 774, 1950)
-- In addition, cities or towns participating in
regional school districts receive an amount equal
to 15 per cent of their ordinary reimbursement.

(g) The remainder of the available income tax revenue
($15.7 million in 1954) is then distributed according
to the ratio of the “equalized” assessed valuation
of each city and town to the state-wide assessed
valuation, each as determined by the General
Court in 1945.

2. Corporation Tax
Three formulas relate to general use
(a) The ratio of local taxes paid in 1935 on machinery

owned by manufacturing corporations to the state-wide
total of such taxes paid. Each year this amounts to $6.3
million.

(b) The ratio of the 1935 value of machinery owned by
manufacturing corporations in each city and town to the
state-wide value. Each vear this amounts to $2.7 million.

(c) Five sixths of the remainder of available corporation
tax revenue ($22 million in 1954) is distributed in the same
manner as the available remainder of the personal income
tax, that is, according to the 1945 equalized assessed valua-
tion ratio. The other one sixth of the “normal” corporation
tax revenue is retained bv the Commonwealth.

The third area of shared taxes involves the distribution
of one third of the meals tax collections, which amounted
to $2,350,000 in 1954. The formula for distributing this
revenue is the ratio of the annual old age assistance expend-
itures, less administrative costs, for each city and town to
the total state-wide expenditures. These computations are
done jointly by the Departments of Welfare and Corpora-
tions and Taxation.

All significant state reimbursement programs are included
in Table 11. This listing, while indicating the magnitude
and diversification of state-local relations, aids in presenting
the difference between appropriated assistance and the dis-
tributions which are the concern of this report.
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Evaluation of the

The Theory.
When the state income tax law was first enacted in 1916,

a major part of the income tax collected was considered to
be a replacement for taxes on intangible property which
had formerly been unevenly and imperfectly collected by the
individual cities and towns as a part of the personal prop-
erty tax. During the first few years of the collection of this
tax, the proceeds less the costs involved in their collection
Table 11. State Reimbursements, Grants and Tax Distributions to

Cities and Towns, Fiscal 195

Present Systems.

Reimbursements and grants:
Loss of taxes on certain land . , . $575,230
School transportation 2,547,639
Vocational education 3,772,363
Teacher pensions 1,458,800
Construction of school projects . , 3,748,379
School lunch program, partial assistance 1,014,000
Aid to dependent children .... 5,987,745
Contagious diseases 380,424
Support of sick and indigent persons . 401,446
Temporary aid and transportation , . 1,835,242
Aid to totally and permanently disabled 3,759,316
Tuition and transportation of public

school children 539,862
Subsidies for tubercular patients . . 447,642
Veterans’ benefits 3,838,416
Grants for housing 3,148,688
Old age assistance 32,946,933
Chapter 90 highway assistance . . 3,915,613
Chapter 81 highway assistance . . 2,564,635
Other 793,626

Total reimbursements and grants . 173,675,999
Tax distributions:

Income tax $39,683,124 1

Corporation tax 32,006,292
Meals tax 2,000,000

Total Tax Distributions . . . 73,689,416

Total reimbursements, grants, and tax distributions $147,365,415

Source; Commonwealth of Massachusetts. Comptroller’s Bureau, Statement of Appropria-
tions - Expenditures and UnencumberedBalances, fiscal 1954.
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were returned to the municipalities in this way. Each city
and town received back from the state the difference be-
tween the tax levied on personal property in a given base
year and the amount that would have been levied, includ-
ing levies on intangibles, if the same rates prevailed in the
year of distribution as in the base year. Any revenue re-
maining was then distributed to the municipalities in ac-
cordance with “equalized” assessed valuation.

The theory that the income tax is a replacement for a
local tax on intangibles, with the state functioning merely
as a convenient collector and distributor, has been made
fictional by later changes both in rates and methods of dis-
tribution. First, in 1919, an act was passed allowing for the
distribution of some income tax revenue according to the
costs of school teachers’ salaries. From this have evolved
the six programs (commonly called the School Foundation)
described in the preceding section, which have accounted for
more than one half of the personal income tax distributions
since 1952. Thus, partial substitution of standards of need
for the “equalized” valuation basis in personal income tax
distributions has a long history and is now dominant. It
should be noted that the law does not dedicate or “earmark”
the School Foundation funds for education purposes.

Additional departures from the original theory are repre-
sented by the following:

(1) Personal income and corporation temporary tax and
surtax revenues are retained for state purposes. For exam-
ple, proceeds of the 3 per cent surtax are earmarked for the
Old Age Assistance Fund, while the others go to the General
Fund.

(2) Public service corporation tax revenues are no longer
available for distribution.

(3) “Normal” income tax revenues are transferred to the
General Fund and reimbursed to many cities and towns for
the school transportation, construction and lunch programs.

Although the objectives of these growing programs receive
approval, there is strong feeling against supporting them
from distributable personal income tax revenues because
this decreases the amounts available to all on the “equal-
ized” valuation basis.
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(4) Small distributions have been made occasionally from
the “normal" income tax proceeds in order to alleviate un-
usual burdens of some towns (see Acts of 1953, chapter 302).

(5) Although the machinery tax distributions from the
corporation tax collections were instituted as replacements
for property taxes from manufacturing machinery, the base
year, 1935, was made permanent. This has resulted in guar-
anteed distributions of a special nature regardless of changes
in the location or amount of such machinery.

It may be concluded that the original shared tax theory
in Massachusetts has undergone numerous changes. These
are characterized by the state’s dominance in striving for
more adequate measures and in determining what tax rev-
enues shall be shared. The result is an unrelated mixture of
outmoded standards obscured by complicated formulas.
However, the original theory still has effect because cities
and towns continue to consider revenues from the “normal”
taxes as “theirs.” This Commission believes that the tax-
sharing theory is a major cause of unstable, inadequate and
confused state-local fiscal relations.

The Present Measure

The outstanding feature of the shared-tax systems is the
use of so-called equalized assessed valuation of property as
a measure. Equalized assessed valuation appears as either
a major or minor determinant in eight of the eleven formu-
las. In 1952, the Special Commission on Taxation in its
Sixth Report 1 pointed out the inequity and inadequacy in
employing this measure by emphasizing the lack of uniform-
ity in local assessments upon which state “equalized” valu-
ations are established and the fact that the General Court
had not revised this measure since 1945. The Fiscal Survey
Commission, inrealizing the inherent faults of such a system,
has concluded that a better measure must and can be ob-
tained for the disbursement of about $7O million annually.
However, with “equalized” valuation so common in the
present complex formulas, the adoption of a new measure
necessitates a complete transformation.

1962, pp. 40 and 118-126.
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The machinery tax distribution formulas seem particu-
larly inequitable. First, they arc based on the taxes col-
lected and the value of manufacturing machinery in exist-
ence twenty years ago, regardless of present conditions.
Second, the law does not apply to 93 municipalities. Third,
there is wide revenue variation among the recipients; for
example, forty cities and towns receive more than 150,000,
with a range on a per capita basis from $0.56 to $20.02.

The measures of the School Foundation formulas are dis-
cussed in the subsequent section on the proposed education
measure.

The criticisms of shared taxes also bear on the meals tax
distribution process. This attempt to offset part of local
Old Age Assistance expenditures by amounts which are de-
pendent upon the meals tax collections is not valid in a
sound state-local fiscal relationship.

The Fiscal Effect.
One of the major characteristics of the present systems

is the fluctuation from year to year in the amounts distrib-
uted. This, of course, is primarily the result of these dis-
bursements being dependent upon tax collections. The
shared tax distributions for the years 1945-1954 are pre-
sented in Table 111. It is shown that the grand total ranges
from $44 million in 1945 to $B4 million in 1949, and that a
decrease of $25.5 million occurred in 1950. In addition,
significant variations may be observed among the individual
bases, which relate to cities and towns differently according
to one formula or another.

The effect of these fluctuations on local fiscal planning is
tremendous. Annual adjustments in expenditures, tax levies
and the use of surpluses must be made in order to compensate
for unsteady revenues from the state. The Special Commis-
sion on Taxation, in Table H of its Sixth Report, 1 presented
the individual distributions for all cities and towns over a
six-year period, demonstrating the fluctuation effect from
the local viewpoint.

The percentage relationship between distributions and
House, No. 2323, 1953, pp. 131-169,
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Table IV. Percentage Relationships between Total Distributions and
Property Taxes Levied, Calendar Years 1946-1964.

Add 000.]

Total 1 Property Percentage
Distributions. l Taxes Levied.2 Relationship.Yeab.

$72,640 $440,602 16.51954
74,273 420,676 17.71953

1952 74,015 470,652 15.7
76,315 373,808 20.41951

1950 58,821 351,745 16

$355,964 $2,057,483ar total 17

$84,360 $328,7901949

1948 500,194 18.1
51,300 268,131 19.11947
50,404 239,775 21.01946

1945 44,197 222,792 19.8

ar total 186,351 $1,368,68:

he Department of Corporations and
Taxation.

Excludes revenue from Public Service Corporations T
?embcr assessment part of 1954 amount is estimated.

property taxes levied (see Table IV) gives further evidence
of unsteady revenues during a period of growing local need.
In the ten-year period from 1945 to 1954, distributions
ranged from 15.7 per cent (1952) to 25.7 per cent (1949) of
property taxes levied. In 1954 the relationship was 16.5
per cent. In addition, this same relationship indicates the
increasing inadequacy of the distributions. For example,
in the five-year period 1945-1949, total distributions were
20.9 per cent of property taxes levied as compared with
17.3 per cent from 1950-1954.

Conclusions.

The Fiscal Survey Commission has found that the exist-
ing distribution systems are faulty in theory, inequitable
and confusing in measure, and unstable and inadequate in
fiscal effect. These defects can only be overcome by a com-
pletely new program one that is fair, responsible, simple
and certain. Such a program has been formulated and is
presented in detail in the following pages.

;mbcr assessment part
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The Commission proposal for the measure of state-local
assistance in terms of public school need does three things.
First, it discards the present misnamed School Foundation
for the reason that it relies primarily on an inadequate meas-
ure of need, namely, the number of children in the city or
town registry of minors between 7 and 16 years of age, and
because the “equalization” features of that formula are a
source of inequity. Second, the proposal depends upon uti-
lization of the basic measure of the need for school services

the number of children in the membership of the public
schools. Third, it takes into account some fundamental dif-
ferentials in the maintenance costs of various school grade
levels.

Accordingly, the Commission has proposed a formula that
will provide a state-local assistance distribution to every city
and town computed in this way. Each municipality shall
receive whichever of the following amounts is the larger.
(A) $75 for each of its children in net average public school
membership in grades 1 to 6, inclusive, plus $B5 for each such
child in grades 7 to 9, inclusive, plus $lOO for each such child
in grades 10 to 12, inclusive; or (B) $BO for each child in the
municipal registry of minors between the ages of 7 and 16,
inclusive.

Rejection of Present Distribution Program.

The present School Foundation program is not continued
for two reasons. First, the employment of the census of
children between the ages of 7 and 16 is not by itself an ade-
quate measure of the requirements of any city or town for
public education. This measure places towns with a high
percentage of its children in public school membership at a
disadvantage. For example, if two towns, A and B, are as-
sumed to be alike in all respects, with the sole exception that
A has 40 per cent of its children between the ages of 7 and
16 enrolled in private schools, while B has only 10 per cent
thus enrolled, the amount of School Foundation assistance
given each will, of course, be the same, but the effect on the
tax rate of each will be quite different. If it is further as-

The Education Measure.
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sumed that both towns have an equalized assessed valua-
tion of $BO million, 5,000 children in the town registry be-
tween the ages of 7 and 16, and both incur equivalent
amounts of expenditure per pupil in public school member-
ship, the School Foundation grant to each will be as follows:

1130x $5OOO $BO,OOO x 6
- — 1 = $85,000

9

Now this sum in the case of town A amounts to $28.33 per
child in public school membership, but for town B to only
$18.89. With the assumption that expenditures per pupil
are equal in these towns, town A is in the advantageous po-
sition of having to raise $9.44 less per pupil from local taxation
than B. The census measur
overbalanced subsidy to t(
membership.

mrent alone thus constitutes an
wns with high private school

Secondly, the “equalizing
eral Court property valuatk

’ of grants by use of the Gen-
is for the cities and towns does

not achieve its purpose because the equalization formula is
itself an imperfect measure of the comparative ability of
cities and towns to support their public schools, and con-
sequently of their need for state aid in this enterprise. As
the Special Commission on Taxation pointed out in abun-
dant detail several vears ago, there is little uniformity ina

methods of tax assessment by the municipalities. The per
capita valuations have not kept pace with inflationary rises
in income or prices. Further, as described earlier, the equal-
ized valuations used in the present school aid formula have
not been revised since their establishment in 1945. Con-
tinued application of the “equalization” method could only
lead to greater inequalities in actual distributions as the
amounts for distribution are increased. This the Commis-
sion finds to be a major weakness in Senate, No. 248 which
was introduced last year in the General Court.

The question may be asked whether it would not be pos-
sible to develop some alternative method of measuring the
comparative ability of the cities and towns to raise money
locally for public school purposes. Some states have in re-
cent years experimented with other devices. One method
has been to develop economic indexes which are constructed
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from measures which are not directly related to property
valuation. The state of Alabama, for example, built such
an index for each county from these factors: sales tax paid,
amount of passenger auto license payments, amount of per-
sonal income tax payments, assessed valuation of public
utilities, amount of state personal income tax payments,
value of farm income, and value added by manufacturing
operations. The legislators, however, when they came, to
set up a gauge of local tax-raising capacity, showed little
faith in this index, for they ended by combining it with an-
other index based directly upon assessed valuations. A com-
mon feature in all such indexes is that some measure of in-
come payments is utilized. For this reason it is not possible
even hypothetically to test the validity of such a measure in
Massachusetts, for the reason that essential factual data are
non-existent. The federal census provides no income data
for the Commonwealth’s 351 cities and towns. State in-
come tax data are not tabulated by city or town. Even if
such information were available, faulty conclusions might
well be drawn for the reason that in many of the smaller
towns of the state the presence of but one or two high in-
come families might well make the true tax-raising ability
of the towns.

Derivation of a Defensible Measure

The steps of development are marked by the search for
answers to these key questions. First, should any part of
state-local assistance be based upon an education measure
at all? Second, if the first question receives an affirmative
answer, what proportion of the whole should be so meas-
ured? Third, should any part of this assistance, whether or
not measured by education need, be earmarked for educa-
tion? Fourth, and last, what education measure is likely to
be most effective as part of a state-local fiscal program
which attempts to base assistance on demonstrable need
and which strives for equity?

1. Why an Education Measure? The first of these ques-
tions is no longer open to debate. It has been a clear
Commonwealth policy since 1919 to determine a portion
of state-local distributions on the basis of school need.
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Table V. Relationship of Total School Expenditures to Total Depart-
mental Expenditures for All Cities and Towns, 1914-1961 '.

Total Total School
Departmental School Expenditures

Year. Expenditures 2 Expenditures as Per Cent of
(in Millions). (in Millions). Total.

1961 $614.2 5195.1 31.8
1949 548.6 147.7 26.9
1945 297.2 85.8 28.9
1944 277.4 82.7 29.8

1943 272.1 81.7 30.0
1942 275.5 80.1 29.1
1941 278.3 77.6 27.9
1940 288.3 77.7 27.0
1939 296.3 83.8 28.3

1938 286.5 78.7 27.5
1937 269.9 78 9 29.2
1936 267.0 82.5 30.9
1935 262.1 79.0 30,1
1934 241.5 71.2 29.5

1933 239.8 69.9 29.1
1932 262.4 81 1 30.9
1931 273.9 90.7 33.1
1930 265.1 90.7 34 2
1929 247.9 87.3 35.2

1928 238.7 83.5 35.0
1927 231.5 84.2 36.4
1926 227.4 82.2 36.1
1925 215.1 78.7 36.6
1924 213.6 77.1 36.1

1923 191.8 71.5 37.3
1922 176.4 65.3 37.0
1921 170.5 59.6 35.0
1920 151 4 51.2 33 8
1919 123 8 36.1 29.2

1918 101.7 32.2 31.7
1917 100.9 31.9 31.6
1916 91.8 29.0 31.6
1915 90.9 28.2 31.0
1914 89.9 27 4 30.5

Source: Commonwealth of Massachusetts, Department of Corporations and Taxation, Bures
of Accounts, Statistics of Municipal Finance, 1914-1945, 1949 and 1951.

Amounts unavailable for the years 1953, 1952, 1950, 1948, 1947 and 1946.
Excludes expenditures for public service enterprises, cemeteries, administrati'

interest, debt from revenue and transfers to sinking funds from revenue
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Table VI. Average Salaries of Principals, Supervisors, and Teachers
Massachusetts Public Schools, 1946-1954■

Yr.p Total Number of Amount ofIEAR - Salaries. Teachers.» Salary Increase.

1946 .... $56,505,391 23,843 $2,370
1947 .... 63,188,580 23,612 2,676 $306
1948 .... 70,267,027 23,746 2,959 283
1949 .... 77.836,821 24,123 3,227 268
1950 .... 83,883,161 24,844 3,376 149
1951 ....

90,140.366 25,396 3,549 173
1952 ....

97,868,538 25.937 3,773 224
1953 ... 105.984,674 26,718 3,966 193
1954 . . 113,312,683 27,764 4.081 115

Source: Commonwealth of Massachusetts, Annual Reports of the Department of Education .
‘lncludes principals, supervisors and teachers.

School expenditures have been consistently one of the two
largest items in city and town budgets. Welfare and hospital
maintenance is the second of these. Since 1914 total ex-
penditures for public schools as a percentage of total city
and town expenditures have ranged from 27 per cent to
37 per cent. See Table V.

Prospective increases in the number of students to be
educated and in the general levels of teacher salaries must
inevitably make public school expenditures a yet larger
object of expenditure as a proportion of total community
expenditures. Note the trends in salaries since World
War II shown in Table VI. The rise in capital outlay ex-
penditures in most recent years must be considered also.
In fiscal 1951, total city and town expenditures were $20.0
million. By 1952 this class of expenditures had risen to
$26.9 million. In 1953 they were $30.6 million, and in
fiscal 1954, $38.5 million. 1

Assuredly, a school measure of the need of localities for
tate-local assistance must be retained.

2. How much, so measured? This involves asking what
in terms of dollars should the state contribute toward the
support of public education in cities and towns. In search

.1 Reports of the De EAs recon
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of an answer the Commission has found it useful to consider
over-all requirements in terms of a school foundation, even
though it has not been possible to work out a defensible
method for individual reimbursement to the municipalities
through a complete foundation formula. What this means
is that it is still useful to ask, in the first place, what level
of annual expenditure per child defines an adequate mini-
mum program of education; and in the second, how much
of this expenditure ought to be met by locally raised funds.

The fixing of an adequate minimum has been approached
through an analysis of the expenditures in 1952 per child in
towns with valuations just above and below the median for
the Commonwealth. The median valuation falls between
four and five million dollars. The average expenditure per
child in the towns that fall in this valuation range was
found to be about $2lO, as shown by Table VII. Imperfect
as this method is it does give a gauge of a level of expendi-
ture that is not so minimal as to be inadequate, and yet is
not so high as to represent effort above the average. It can
be concluded, then, that $2lO per child in net average mem-
bership is a fair measure of the cost of an adequate, minimum
education of a quality that in the interests of the Common-
wealth should be made available to every child in the state.
The total cost of such a program is, then, about $134 million
(637,390, the number of pupils in average membership for
the year ending June 30, 1953, multiplied by $210).

The state share in this cost should bear close relationship
to the aggregate tax-paying ability of the cities and towns of
the Commonwealth, even though, for reasons developed
earlier, it is not possible to determine the relative tax-paying
abilities of the individual municipalities. The Commission
has found that $lO on each thousand dollars of assessed
valuation represents the ability of the cities and towns to
meet their part of the cost of the above program. 1 This
represents what cities and towns at the lower ranges are

n
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Table VII. School Expenditures per Pupil in Net Average Membership
for Towns of84,000,000 to 85,000,000 Valuation as of January 1, 1952.

Assessed ExpendituresTown, Valuation. per Pupil.

Ayer $4,640,650 $302 65
Bedford 4,912,210 216 40
Dover 4,792,532 320 65
Hanover 4,442,560 196 34

Henson | 4,278,975 187 99
Holbrook I 4,427,694 143 15
Holliston 4,597,175 180 57
Hopedale 4,287,718 243 38

Hopkinton 4,143,405 | 182 74
Lancaster 4,516,072 j 193 88
Lee 4,828,500 j 192 86
Leicester 4,700,950 209 79

Benox I 4,864,480 241 01
Littleton 4,146,815 j 180 19
Mattapoisett 4,771,450 j 175 10
Medway | 4,419,190 | 181 60

Norton 4,233,075 | 169 77orfor|l 4,652,787 j 185 35
Pembroke 4,400,900 | 224 24
Salisbury 4,049,840 I 226 95

Sandwich 4,063,705 : 273 38
Southwick 4,040,970 j 187 63
Stockbridge 4,853,020 I 269 83
Templeton 4,547,747 j 190 25

Wenham 4,778,195 213 97

M
;mi

actually paying out of local taxes for schools. There are a
number of towns paying less than $lO, but it will be found
that most of these are in towns where property valuations
are abnormally high. It does not mark the level of expendi-
ture from local taxes made by the low per capita valuation
localities. The tax rate for schools in municipalities making
expenditures per pupil under $2lO per year are on the
average higher than the average of all cities and towns taken
together. Their level of expenditure expressed in tax rate
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terms would not fairly measure the ability of the cities and
towns in the aggregate to contribute toward the costs of
the foundation program. The spread in expenditures per
capita for public school purposes from local tax sources is
shown in Appendix, Chart I.

If $lO on the thousand is taken as the basis, and the 1953
assessed valuation is taken at $7.9 billion, the cities and
towns can be expected to pay $79 million of the total cost of
$134 million. The state share would then be! approximately
$55 million. As a result of rounding and other adjustments
in the formula the actual amount distributed by the measure
has been computed as shown in Table I at $53.1 million.

3. The Earmarking of Public Education Grants. For the
reasons set forth earlier in this report the Commission does
not favor “earmarking.” The present School Foundation
program, it must be repeated, does not provide earmarked
funds. For this Commission to substitute any type of
dedicated grant would be to take a retrogressive step. One of
the objectives of this present proposal is to give cities and
towns a maximum amount of discretion in its disposal of
this portion of municipal revenues. Although a part of the
allowance is measured by school membership, the munici-
palities are placed under no obligation to use allowances
thus determined for any specific school expenditure, nor,
indeed, for school purposes in any proportion suggested
by the ratio that the amount determined by the school
measure bears to the total distribution given any city or
town.

The Commission makes no recommendation at this time
regarding the substance of the several reimbursement pro-
grams whereby the Commonwealth appropriates funds to
repay the cities and towns for specific expenditures on school
transportation, school superintendency, school construction,
the school lunch program, and instruction for special classes.
Recalling the recommendations in the First Report that
funds be consolidated, the Commission here recommends
that these special reimbursement programs be financed from
the General Fund rather than the Income Tax Fund as at
present. The magnitude of these reimbursements during the
past ten years is shown in Table VIII.



Source: Commonwealth of Massachusetts, Departments of Education and Corporations and Taxation

Expenditures Per $l,OOO Assessed Valuation

ALL MUNICIPALITIES, CALENDAR 1952

APPENDIX: CHART 1 EXPENDITURES FOR PUBLIC EDUCATION PER $l, 000 ASSESSED VALUATION
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The Commission has noted inequities in the transporta-
tion reimbursement program and believes that further study
may reveal that the present method is encouraging waste
and inefficiency. Likewise, 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 computa-
tion upon use of the outmoded 1945 schedule of “equalized
assessed valuations.”

Table VIII. Sources and Amounts of State Reimbursements and Dis-
tributions Related to Education, Fiscal Years 1945-1954

Income Tax
School

Foundation
Income Tax

Year. General Fund I General Func Total.
Reimbursements. 1 1 Reimbursemi

1954 . $5,553,585 $6,367,314 $11,920,899 $20,020,902
1953 5,330.629 4,975,313 10,305,942 19,205,832
1952 . 4,403,467 3,098,707 7.502,174 18,164,002
1951 3,950,574 2,842,811 6,793,385 16,495,154
1950 3,581,808 1.485.071 5,066.879 15,717,0:

1949 3,551.980 1,298,981 4,850,961 4.929.860
1948 . 3,153,305 1,117,209 4,270,514 4,530,354

1947 2,837,942 197,662 3,035,604 4,828,3203,035,604

1946 . 2,723,258 190,025 2.913,283 4,796,77123,258 190.025 2.913,283 4,796.

1945 2,630,693 183,437 2.814,134 4,816,347.69:

Commonwealth of Massachusetts, Financial Reports of the Comptroller and recon
Departmentof Corporations and T »n

;rams: children of employed mothers, sightfollowing prcIncludes amc
saving classes, school superintendents in small towns, vocational education, adult Englishat

speaking classes, teachers’ pensions, Youth Service Board instruction in public schools
;hool tuitions (ended 194'

Includes amounts for transportation, construction and community school lunch
artial assistance)

Includes amounts for the first and second foundations, the 1948 minimum, the 1948

minimum plus 25 per cent (for towns with $2 million or less assessed valuation), special classes
‘gional school districts. Distribution year closes in November

4. Determination of the Measure. What unit for the
measurement of public school expenditure need should be
adopted? It is now determined that unearmarked funds to
the sum of about $54 million are to be distributed on the
basis of some educational measure. Sole reliance on the
registry of minors as the base has been rejected.
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Other alternatives to the one selected were considered.
As in early Commonwealth foundation programs uniform
reimbursement of a portion of teacher salaries was con-
sidered. However, any attempt to weight reimbursement
grants on this basis is open to the objection that effort may
be rewarded, and that wealthier towns able to pay higher
salaries would qualify for proportionately higher grants.
To check this would involve invoking something like the
equalization factor which has proved so unsatisfactory in
the present foundation program.

The setting of minimum salaries for teachers is a question
of educational policy. Although financial requirements are
going to be different if a state elects to have a minimum of,
say, $3,000 per annum rather than one of $2,300, it is no
part of a financial plan to alter whatever election has been
made in this regard. Need must be determined by prevailing
practice.

The range of minimum salaries paid by the cities and towns
in 1952-1953 is about the same for high school and junior
high school as for elementary school teachers, and runs from
$2,300 to $3,100 per annum. There is variation, however,
in the average minimum paid. These averages are as fol-
lows: elementary grades, $2,500; junior high grades,
$2,655; and high school grades, $3,125.

There is a developing trend which follows a nation-wide
movement to pay the same salary scale to teachers in all
grades, with maximum salaries and sometimes minimum
starting salaries geared to the educational qualification of
the incumbent. In 1952-53, 191 of 230 cities and towns
maintaining high schools paid teachers in all grades on the
same basis. It continues to remain true, however, that
even in these schools the major number of teachers in the
higher salary brackets, based on years of service and educa-
tional attainments, are to be found in the high schools.
This circumstance further accentuates the per-pupil cost
differential between the elementary and junior high and
high school grades that the Commission proposal recognizes
and takes into account.

Another alternative would be to reimburse on the basis of
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classioom units. The variables in such units are pupil-
teacher ratios and teacher salaries. This method tends to
give advantage to those localities with few units and small
pupil-teacher ratios, and has the result consequently of en-
couraging the preservation of uneconomical school organi-
zation. The method employed in the Commission recom-
mendation reflects differentials in pupil-teacher ratios where
these are related to differences in grade requirements.

The Commission Recommendation
The Commission believes that the distribution formula

should be based on factors that reflect demonstrated need.
It is convinced by its examination of expenditures in the
past that there are demonstrable differences in the costs of
education at the several grade levels, 1-6, 7-9, 10-12, which
are due mainly to differences in pupil-teacher ratios, teacher
salaries and maintenance costs.

Table IX shows a distinct differential in pupil-teacher
ratios between these grade groupings in all three population
classifications. Average salary payments for principals,
supervisors and teachers tend to be greater for instruction
in above elementary grades and in cities and towns with
larger populations. (See Table X.) Salary payments are
a good indication of over-all costs for public education.
Table XI shows that they have made up a fairly constant
proportion of total costs since 1946.

The six-year average of per pupil expenditures shows that
there is a fairly constant and equal ratio between elementary
and junior high school costs and between junior high school
and high school costs. Respectively, the average ratios for
the entire six-year period are 1, 1.32 and 1.55, and for 1953
they are 1, 1.37 and 1.65. (See Table XII.) The Com-
mission has determined, however, that it would be unrealistic
to base grants on a spread from 1 to 1.3 to 1.6 as indicated
by these ratios, but there is good reason to retain equality in
the two ratios; that is, between grades 1-6 and 7-9, and
between grades 7-9 and 10-12. Accordingly, the range has
been fixed more realistically at 1 to 1.3. The respective
ratios utilized in computing these grants are: elementary
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grades 1 to 6 1; grades 7 to 9 —1.15; and grade
10 to 12 1.3.

The actual measures were computed as follows;
It was first determined that total distributions on each of

the measures alone, membership and census, would have to
equal about $5l million if the formula, allowing for alter-
native payment was to provide an over-all distribution of
approximately $54 million.

Table X. Average Salary Payments for Principals, Supervisors and
Teachers for Year ending June SO, 1953.

Towns Town;
Towns under under

Dver 5,000
Cities. 5,000 Popula- Popula- wide

Population with tion with- Average
tion. High out High

Schools. Schools.

Grades 1-8 (8-4 system) $3,781 $3,546 $3,091 $2,979 $3,506
Grades 1-6 (6-3-3 system). 4,097 3,546 3,110 3,144 3,901
Grades 7-9 (6-3-3 system). 4,768 4,071 4.140 3,288 4,520
Grades 10 12 (6-3-3 system) 4,721 3,935 2,741 - 4,392
Grades 9-12 (8-4 system) . 4,250 3,919 3,389 - 3,945

Totals ...
$4,272 $3,707 $3,187 $3,049 $3,955

Source: Commonwealth of Massachusetts, Annual Report of the Department of Educatio
for the year ending June 30, 1953, Part II (Public Document No. 2).

Table XL Salaries of Principals, Supervisors and Teachers as a Per-
centage of Total Expenditures for Support of All Public Day Schools
1946-1953.

Salary Payments
. Q .

. . . , 1 otal Salaries as a
Year.

° nncipa s, Expenditures Per Cent of
i * uper\isors for Support. Expenditures,and Teachers.

1946 $56,505,391 $81,694,945 69.2
1947 63.188,580 91.496,496 69.1
1948 70,267.027 102,888,025 68 3
1949 77,836,821 113,300,862 68 7
1950 83,883,161 123,218,103 68.1
1951 90,140,366 132,381,130 68,1
1952 ’ 97,868,538 143,513.748 68.2
1963 105,984,674 157,535,454 67.3

source: Commonwealth of Massachusetts, Annual Reports of the Department of Education,
(Public Document No. 2).
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It was next necessary to find out the amount of grant for
the grade group I—6. If this amount is shown as X, the fol-
lowing relationship can be stated: $5l million = 383,810 X
plus 1.15 X multiplied by 141,170 plus 1.3 X multiplied by
104,697. (In this equation the digits 383,810, 141,170, and
104,69/ show the respective membership for grades I—6,
7-9, and 10-12. (See Table XIII.)

Then, X = $74.75, 1.15 X = $85.96, and 1.3 X = $97.18.
dhese amounts have been rounded to produce the distribu-
tion allowances recommended by the Commission; $75 for
grades 1-6; $B5 for grades 7-9; and $lOO for grades 10-12.

The alternate measure was secured by dividing $5l million
by 632,491, the number between the ages of 7 and 16 in the
registry of minors as of October 1, 1953. The result of this
division is the sum of $80.63 which the Commission recom-
mendation has rounded to $BO.

Table XIII. Total Enrollment by Grades, October 1, 1953.

r- „
8-4 1 6-3-3Grade.

„ Total*System. System.

1 29,007 51,426 80,433
2 25,861 46,346 72,207
3 20,453 36,408 56.861
4 20,699 36.662 57,361
5 21,661 37,998 59,659
6 20,738 36,551 57,289
7 18,221 32,920 51,141
8 16,276 29,146 45,422
9

.... . 15,435 29,172 44,607
10 13,998 26,125 40.123
11 12,110 22,503 34,613
12 10.922 19.039 29,961

Total
....

225,381 404,296 629,677

Grades. Enrollment.
1-6 . . 383,810
7-9 141,170
10-12 104.697

Total . 629,677

Source: Commonwealth of Massachusetts, Annual Report of the Department of Education
for the year ending June 30, 1954 (Part 11, Public Document No. 2).
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In addition to the correction of faults in the present
School Foundation system the recommended education
measure has the following advantages:

Basing differentials by grade reflects variances in teacher
salaries and pupil-teacher ratios, as these affect total costs
without giving advantage to any action that a school ad-
ministrator may take to change either. The justification
for making a larger grant for high school pupils is that salary
levels, as has been shown, do in actual fact continue to be
highest for high school teachers. This difference will dimin-
ish, but it will be some jr ears before it ceases to be substantial.
Low pupil-teacher ratios for high school classes is another
abiding factor which keeps costs of high school instruction
substantially above that for instruction in lower grades.

The Alternative Measure.

The Commission recognizes also the fact that the school
registry has been long established as a distribution measure,
and that many cities and towns would be adversely affected
if the total state-local aid measured by school needs was to
be calculated on the basis of net average membership. It is
therefore recommended that the measure be based on pay-
ment of $BO for each child in the school registry between the
ages of 7 and 16 inclusive, or the previously described net
average membership basis, whichever provides the larger
amount.

Securing Equalization.

Equalization is not necessarily secured in this element of
the formula alone, but is a product of the whole method of
distribution. Municipalities will continue, as they have in
the past, to look at the total state-local reimbursements
allotted to them and not merely at those portions based
upon school need.

Advantages.

Grade Differentials.
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Responsive to Changing Needs.
Finally, it must be pointed out that a major advantage of

such a per pupil measure of educational need is that resultant
distribution is immediately responsive to changes in size
and composition of the school population. Any change in
the ratio of public and private school children will be re-
flected annually in the measure. Municipalities with size-
able increases in the number of children to be educated will
be benefited to the extent of that rise, and this method of
measurement will immediately translate into increased state-
local aid the rise in the numbers of junior high and high
school pupils.

The Welfare Measuri
The second measure of the Fiscal Survey Commission’s

proposal for more equitable state-local assistance would make
the Commonwealth responsible for 50 per cent of expendi-
tures for General Relief in settled cases. All other public
welfare reimbursement provisions would remain unchanged.
The prime reason for the inclusion of this General Relief
measure in the proposed formula is the belief of the Com-
mission that the element of welfare need should be of greater
significance in the measurement of state-local assistance than
at present.

An economic recession would cause an immediate increase
in municipal General Relief caseloads and expenditures, and
the same condition would decrease property tax collections
and income and corporation tax distributions. By pro-
viding a 50 per cent reimbursement for these relief expendi-
tures, the state would alleviate local distress at a time when
the local units are least able to shoulder any additional
financial burden.

The state’s assumption of a substantial share of General
Relief costs will have additional psychological effects. When
recession comes it will be known in advance that the full
costs of extended unemployment will not have to be borne
by the locality and by its taxpayers its citizens, and its
businessmen. Recession then will not carry in its wrake
sudden unplanned retrenchment.
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The Commission finds, as did the Massachusetts Recess
Commission on Revision of Public Welfare Laws in April,
1949 (House, No. 2340, 1949), that “It appears unsound to
have the General Assistance program dependent on local
sources of revenue for its full support.” This Commission
has reason to believe that the cities and towns feel even
more uneasy about the welfare burden in 1954 than in 1949
because of the increased pressures on local revenues made by
rising public school expenditures and the increased costs of
general government. Table XIV shows the respective
shares in General Relief costs borne by the local units and
by the state during the past ten years.

In recommending that the State assume a part of the bur-
den of General Relief expenditures, the Commission has
taken these considerations into account:

(a) The causes of dependency are not confined within
city and town boundaries. Economic recession in industrial
cities and towns has repercussions far outside the boundaries
of these municipalities. No single city or town should be
solely charged with responsibility for its unemployed citizens;
some of the responsibility is general and should be assumed
in substantial part by the Commonwealth.

( b ) When crisis comes and larger numbers of people need
financial assistance from other than personal or family
sources, incomes generally are affected, local taxes are felt
as a greater burden, and the municipalities are least able to
support these people from local funds alone. The state
with its more flexible powers for securing revenues can better
raise moneys needed for relief.

(c) Complacency should not prevent the adoption of this
recommendation. At present General Relief expenditures
form but a small portion of municipal expenditures. In
calendar year 1951, the last year for which we have a de-
tailed analysis of municipal expenditures from current
revenues, the local share in General Relief was $10,749,000.
This amounts to 2.0 per cent of $530,810,469, the total de-
partmental maintenance expenditures, exclusive of main-
tenance expenditures for public service enterprises. False
reassurance is likely to be afforded by the fact that expend!-
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lure in 1953 dropped to $7,308,000, while current charges
against revenue rose to an estimated $597,000,000, thus
showing expenditures for General Relief to be but 1.2
per cent of those charges. Some conception is given of past
fluctuations by noting that General Relief payments were
1.3 per cent of current charges in 1945, and 2.4 per cent in
1949. It should be remembered, also, that part of the reduc-
tion from 1949 to the present is due to changes in fedora 1

policy. Late in that year the welfare program for the perma-
nently and totally disabled (Disability Assistance) was
initiated with federal and state participation. This seem-
ingly resulted in a direct decrease in General Relief cases.
For example, between the years 1950 and 1954 the Disa-
bility Assistance caseload increased from 0 to 9,540, whereas
the General Relief caseload declined from 24,092 to 13,312.

The Commission recommends that the state assume
50 per cent of the expenditures for aid payments in “settled”
General Relief cases. This will bring state responsibility for
these cases into line with reimbursements now made for
Veterans’ Benefits in settled cases. This will also eliminate
the jockeying of cases between the veterans and welfare
services to assure maximum reimbursement to the city or
town for aid payments made.

In the event of economic recession, local governments can
depend on the fact that a substantial part of mounting relief
costs will be met by the state. At the same time, the
amount of state-local assistance is not so large that primary
local responsibility is removed from local government or that
incentives are removed that will induce the cities and towns
in administration of these payments to exercise the strictest
economies consistent with adequate assistance in the best
public interest.

The Commission considered the possibility of increasing
the state share for General Relief and Veterans’ Benefits
payments to 75 per cent, but rejected this alternative be-
cause it believed that assumption of so large a proportion
of the cost would make necessary centralized state controls
that would be destructive of local responsibility for this
activity.
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A large expenditure by the state in any of the welfare
categories necessarily presupposes that the state must have
a large interest in the quality of local administration, both
with respect to economy and adequacy of service. How
much the state must finally pay for these aids depends
largely on the standards and controls with which they are
administered at the local level. The more state money is
involved, the greater must be the concern. The Commission
believes that a balance between state support and local
control must be obtained in the administration of General
Relief.

Other Public Assistance Programs

No change in the reimbursement provisions of other wel-
fare programs is recommended because the present formulas
seem adequate (Table XV). Brief!y, the state participates
in these public assistance categories as follows:

(1) Old Age Assistance After federal aid, the state pays
for all unsettled cases and for twr o thirds of the balance of
aid to settled cases.

Table XV.-— Federal, Stale and Local Shares of the Four Public As-
sistance Categories in Amounts and Percentages, Calendar Year 1954■

Amounts in millions.]

LocalStateFeder.

Category

Amount. Per Cent. Amount. Per Cent. Amount. Per Cent

Old Age Assistant
58.0$542S4Unsettled

Settled ca 38.5 514.1 19.231.0 42

Aid to De
Children 61 33.3 41 5448

1 43 39.9 0Disability As 3

eneral Relh
Unsettled
Settled cas

18 100 0
8.3 100.0

urce: Commonwealth of Massachusetts, Department of Public Welfare,
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(2) Aid to Dependent Children. The state pays one
third of the total aid expenditure regardless of federal aid.

(3) Disability Assistance. After federal aid, the state
provides an amount which reduces the local share to 25
per cent.

Settlement.

The Commmission is not making any recommendation
regarding laws on settlement which apply to General Relief
and Old Age Assistance. It believes that this is a subject
that falls outside the purview of this Commission, and may
better be a topic to be handled by the Special Commission
on Public Welfare Laws established in 1953. Abolition of
settlement would not disturb the reasoning which leads us
to conclude that the state should not take over the total
burden of General Relief support.

The Per Capita Measure.

The per capita measure goes far toward doing two things.
First, it distributes a portion of state-local aid in accordance
with city and town needs for basic governmental services;
second, it does this equitably. An examination of mu-
nicipal departmental expenditures in the past shows that
a relationship does exist between population and the costs
of general governmental services. This examination also
shows that there are distinct differentials in per capita ex-
penditures between population groupings. Indeed, it is
from such an analysis that the per capita expenditure differ-
entials between population groups, necessary for equity in
the proposed measure, have been derived. Table XVI
shows the steps of the derivation.

Construction of the Measure.
The Commission has determined that the total amount

of state-local aid to replace shared taxes and to allow addi-
tional aid approximating $3O million shall be $lOO million.
If the amounts for the education and welfare measures are
subtracted from $lOO million, the result is $43.2 million,
and this is the amount available for reimbursement on a
per capita basis.
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By applying the differentials shown in Table XVI the
amount to be allowed population group IV can be com-
puted. If X equals this amount, then:

$43.2 million = V (population Group IV) plus 1.129 V (popu-
lation Group III) plus 1.258 V (population Group II) plus
1.682 V (population Group I).

X = $7.74, hence the per capita allowance for Group IV
is $7.74; for Group 111, $8.74; for Group 11, $9.74; for
Group I, $13.02. When these amounts are rounded to the
nearest five cents the per capita allowances included in the
Commission recommendation result; for Group I, $l3;
for Group 11, $9.75; for Group 111, $8.75; and for Group
IV, $7.75.

Advantages.

The recommended per capita grants to the cities and
towns are more closely related to actual municipal needs
than are the present returns from shared taxes. Equitable
treatment will be better assured because expenditures for
many city and town services rise proportionately with the
number of residents. More people in a community means
that there are more children to be educated, more homes
and lives to be protected, more roads to be built and kept
in repair, more traffic to be regulated, more demands for a
greater variety of services, and more wear and tear on pub-
lic buildings, equipment and facilities. Population is a
better measure than so-called equalized valuation and the
shared portions of fluctuating tax proceeds.

There are confining limits to the ability of local com-
munities to expand or contract expenditures to balance
with unpredictable state receipts, as present methods of
state-local assistance require them to do. Yet it is surely
in the interest of every citizen of the state that local finances
achieve a degree of stability that will permit continuing
adequate local planning and a minimum level of govern-
mental services. With respect to the latter, it is common
knowledge that some services, like those connected with
public health and police protection, are of concern, not only
to the municipality in which they are rendered, but to all
neighboring cities and towns as well. Neither communicable
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diseases nor lawbreakers stop at town and city boundaries.
The Commonwealth’s responsibility for assuring adequate

minimums of general governmental services is a clear and
inescapable one. The Commission asserts the conviction
that it is better for the state and its citizens as a whole to
have the responsibility of dealing with the problems created
by unstable, state-collected revenues than that it should be
shifted to 351 units of government. Cities and towns have
unequal fiscal abilities, and many are unable, through no
fault of their own, to adjust to the fluctuations without
reducing necessary services. The per capita measure is the
third guarantee of the program which will alleviate many of
the local problems resulting from inadequate shared tax
distributions.

Anticipated Future Costs of Proposed State-Local
Fiscal Program.

The State Department of Education has prepared es-
timates of school population for the years 1955 through
1964. These have been utilized and adjusted to show es-
timates of future memberships in the grade groups incor-
porated in the education measure. Forecasts of future
numbers in the registry of minors between ages 7 and 16
have been made by applying as a constant ratio the rela-
tionship between numbers in net average membership and
numbers in the registry. Computation has then been made
of the total allowance for each year as if completely based
on school membership, or completely on child census. The
final estimate of future distributions on the education meas-
ure have been secured by multiplying the amounts com-
puted on the membership basis by 57.69 per cent, and the
amounts figured on the census basis by 50.47 per cent. If
the distributions under the education measure in Table I
are examined it will be found that the total distribution
consists of 57.69 per cent of the total on the membership
basis, plus 50.47 per cent of the total on the census basis.
The formula thus applied produces a forecast of future dis-
tributions as shown in Table XVII.

Education Measure
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Welfare Measure.
Study of past patterns of General Relief assistance pay-

ments provides no more than a rough foundation for pre-
diction of future expenditures for this purpose. Fluctuat-
ing economic factors, cyclical and inflationary, are stronger
determinants than the factors of population change.

For the present purpose it will be sufficient to project the
average level of the past ten years forward into the next.
One half of the local share of General Relief assistance pay-
ments in this period 1945-1954, as shown by Table XVIII,
is about $4 million a year. Accordingly, the welfare dis-
tributions have been projected through 1955 to 1964 at
this constant level.

Table XVIII. Expenditures for General Relief, State Totals, 1946-1954.

Year - | of Cases j Expenditures ™™Case Local Sh;oi cases. (add 000). per Case. (a dd 00(of Cases Expenditures rw Local Shareoi leases. (add 000). Per Case. /arlH nnmdd 000)

1945 • ■ j 12,460 $5,034 $404.01 $3,828
1946 -I 13,703 6,077 443.50 4,630
l • j 15,373 7,588 493.60 5,932
1948 ■ ■ j 16,838 9,102 540.56 7,036
1949 ■ j 21,564 14,998 695.61 11,505
1959 ■ • j 24,092 17,321 718.95 13,532
1961 . . .1 20,267 14,526 717,09 10,749
1952 . . . I 14,914 10,822 725,63 7,834
1053 . . . . j 12,057 9,048 760.44 7,308
1954 . . . . 13,312 10,041 764.28 8,263

Ten-year average . | 16,467 $10,456 $635.33 $8,062

Source: Commonwealth of Massachusetts, Department of Public Welfare,

Per Capita Measur

The per capita estimates are shown in Table XIX.
These are based upon a forecast of population which as-
sumes a uniform rise of 40,000 persons per year through the
ten-year period, starting from a base of 4,690,514 in 1950.
This is a reasonable assumption, since the average yearly
increase from 1945 to 1950 was 39,446, and from 1940 to
1950, 37,339. The population figure used, then, for 1955
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is 4,691,000 (the federal census count for 1950). The es-
timate for 1956 through 1960 is 4,890,000, and for 1961
through 1964, 5,090,000.

Assumption is also made that the percentages in the four
population groups of the measure will remain the same.
The average per capita grant based on the Commission pro-
posal can then be computed to be $9.21, the result secured
by dividing the total per capita distribution shown in
Table I by the 1950 population of the Commonwealth.

The forecast for each year is the product of the popula-
tion base multiplied by $9.21.

Total Forecast.

The summary of the forecast of the individual elements
is shown in Table XIX. If in future years there is no change
in the elements of the proposed program, it can be expected
that the cost of the proposed fiscal program will be in the
vicinity of $l2l million by 1964, thus reflecting an average
increase of 2 per cent a year through the coming decade.

Table XIX. Ten-Year Forecast of Cost of Proposed Stale-Local Fiscal
Program, Commonwealth of Massachusetts, 1955-1964.

[ln thousands of dollars.]

Education Welfare Per Capita
Year. Measure. Measure. Measure. 1 Total.

1955 ....
$59,358 $4,000 $43,200 $106,558

1956 ...
61,181 4,000 45,037 110,218

1957 . . . . 63,404 4,000 45,037 112,441
1958 .... 65,349 4,000 45,037 114,386
1969 .... 66,996 4,000 45,037 116,033
1960 67,437 4,000 45,037 116,474
1961 ....

67,674 4,000 46,879 118,553
1962 ....

69,509 4,000 46,879 120,388
1963 ....

70,088 4,000 46,879 120,967
1964 ....

69,989 4,000 46,879 120,868

1 Based on an estimated population increase of 200,000 in eacli five-year period.
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Tax Stabilization Fund.

In line with other recommendations of this Commission
dealing with the financial problems of the Commonwealth,
and as an integral part of the composite plan proposed, it
is recommended that a tax stabilization fund be made a
part of the fundamental financial organization of the Com-
monwealth.

The proposed state-local fiscal program commits the state
to a long-term program of financial assistance to the cities
and towns. It is wise, therefore, that the state look ahead
to periods when, in the face of these rising commitments,
revenue receipts to finance them may be decreasing. Some
states have utilized reserve and stabilization funds; Ar-
kansas, Rhode Island, California and, notably, New York.
The latter state has unquestionably made the greatest ad-
vance toward development of a tax stabilization system.
Review of New York experience has been of great value to
the Commission in the formulation of its own recommenda-
tions.

Most of the present state-collected taxes reflect business
conditions and vary with fluctuations in the economy. This
variance presents a problem. The Commission believes that
any measure that serves to neutralize the impact of such
fluctuations is a desirable fiscal objective. Without some
kind of reserve plan, when receipts fall, the state is con-
fronted with these alternatives: (1) to reduce services (per-
haps among them state-local aid); (2) to raise taxes (pos-
sibly at a time when the ability of taxpayers to pay is re-
duced) ; and (3) to borrow (at a time when greater solvency
on the part of the state would strengthen economic con-
ditions in the state).

Reduced to its simplest terms, a tax stabilization fund
involves the setting aside of revenue receipts annually into
a reserve fund. If tax revenues fall below the amount set
as the basic minimum, withdrawals from the fund are then
authorized. This means that when revenue receipts are
low, money from the tax stabilization fund can be drawn

Introduction.
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upon to insure continuation of the necessary programs and
services to which the state has committed itself.

Clearly, it can be seen that an important benefit result-
ing from the establishment of a tax stabilization fund would
be a more accurate balancing of the budget in years of re-
duced revenue receipts, since both the Governor and the
Legislature would know the minimum amount of revenue
which might be spent from the stabilized taxes during the
ensuing fiscal year. A tax stabilization fund is essential for
the financial health of the Commonwealth.

Recommendation

The Fiscal Survey Commission, in its Second Report,
recommended that a stabilization fund should be estab-
lished by the General Court. The following paragraphs
sketch the main outlines of the proposed plan.

It is advisable in the first year of its operation that mone
•edited to the stabilization fund should consist solely of

any surplus revenue in excess of $5 million resulting from
the year’s operation of the. General Fund. For the second
and succeeding years of the operation of the fund, the Gen-
eral Court should examine the fiscal picture of the Com-
monwealth, and, in the light of experience of the first year,
decide either to require annual compulsory appropriations,
possibly at the rate of two and one half per cent, from Gen-
eral Fund tax revenues, or to continue to build up the fund
exclusively from surplus remaining at the close of the fiscal
vear

A maximum amount of the fund should be established.
An amount equal to fifty per cent of General Fund expendi-

ares for the previous year might be fixed as the maximum.
As long as the maximum amount of the fund as determined
by the General Court is maintained, no further appropria-
tions or transfer of surplus General Fund revenues would
be authorized.

Provisions for withdrawals from the fund should be made
in order to offset any “current deficiency from normal tax
collections” (normal tax collections based on the average
General Fund tax collections for the preceding five or ten
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years). W hen General Fund tax receipts fall below the
“normal,” withdrawal of money from the tax stabilization
fund would be authorized to bring the tax collections up to
the normal agreed upon. However, it would be necessary
to have a limit on the amount of money that could be with-
drawn from the fund in any fiscal year. Probably 40 per
cent of the fund total should be the maximum withdrawal
permitted in any one fiscal year in order to ensure that the
fund would have some resources to use in the succeeding
year should the need continue.

Furthermore, withdrawals from the fund should not be
automatic but should occur only upon the recommendation
of the Governor, with the concurrence of the General Court.
These withdrawals would be authorized only when a “con-
dition of necessity” is declared by the Governor, which
would be determined on the basis of an actual “deficiency
from normal tax collections” as reported by the Comp-
troller. The “condition of necessity” should cease to exist
when General Fund tax collections return to the “normal”
amount as agreed upon at the time of establishment of the
fund.

The statute embodying the fund should have provisions
to allow investment of the fund balance in the legal list as
established by law, and that half of such investments should
be in securities which can be converted into cash within a
ninety-day period.

Temporary loans from the stabilization fund to operating
funds, in anticipation of current revenue, should also be al-
lowed. Such loans should be without interest and repaid
within the fiscal year in which they were authorized.

The Commission believes that this plan is an integral
element of its fiscal recommendations. A stabilization fund
will have a salutary effect on the financial structure of the
Commonwealth by providing a cushion against any sudden
decrease in tax revenue when there can be no immediate
corresponding decrease in expenditure requirements








