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REPORT ON THE FINANCE OF EDUCATION IN THE STATE OF WMAINE

I respectfully submit this report on the finance of ed-
ucation in the State of Maine to the Joint Legislative Study:
Committee on General Purpose Aid Subsidies. In preparing the
document I have received valuable assistance from the members
of the Committee itself, from officers of the State Department
of Education, from representatives of local school officials
and the state teachers' organigation. The assistance of the

Legislative Finance Officer is also gratefully acknowledged.

SCOPE AND WATURE OF THE REPORT

In this document I deal with the following topics:

g description of the exist sources of finance of public
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elementary and secondary schooils in [

ainey & critical analysis
of the existing educaitionsl subsidies, b =d on current think-
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informal in rnaturs. Lo

daylong discusz.ca 1 had with
merbers of the Commitice in early 1964. The amount of statistical
anzlysis ig limited, In vart by the geographic disiance which now

sceparates me Trom sources of data. However, should any of the




proposals I make warrant serious consideration, any necessary
computations could readily be carried out by the State Department
of Mducation or by the Legislative Finance Officer.

SYSTEY OF RINANCE OF HDUCATION

1. STATE SUPPORT

Most schemes of educational subsidies seek to take account
of two main variables: differences among local authorities in
their need to spend money on school services and differences among
local authorities in their fiscal ability, 1.e., in thelr capacity
to meet thelr educatlonal needs from local ftax sources. In general,
3

the intent 1s to use the state's revenue resources to help see

that each child hag approximetel the same quantily of educational

gservices laid before him.

Ve

nificant degree of loc:o uch eguality of

provision cannot be schieved as long as cal school tax raies azre

markedly higher in some places

time their school tax rates are also soprow: alely coual, 1t is

N

neceseary that the siste distribute relstively @ - =zume of money

and in which fiscal resources,

and relatively smaoll sums to 1

conditions hold true. This, in
try to do, but no state can claim thet 1t hao zitained more than
a rough messure of eoulty.

The mesgsurcment of needs for educatiors. svending is com-
plicated by the fact that '"necessary costs’ vory between one dis-—
trict and another on account of such faciors - sige of schools,

sparsity of population, grade distribution of whe population of
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pupils, and rate of growth in enrollment. (These cosis may also

vary on account of less readily measurable faclors, such as
abilities and aptitudes of the student population.) Local fiscal
ability ie more readily measured (though there is occasignaliy a
cucstion of whether some index of household income should be

substituted for properity tax base)? but the problem on the fiscal

ad

ability side is not to measure it'buﬁ/%b equately) take account
of differences in ability among disgtricits. That iz, state aid

programs which would serve to equalize in rough degree local tax

for schools are, unfortunsiely, programs which recuire the
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state to assume practically the entire financial burden of ed-

= v

ucation. This is o point to which we shall returan later.
In Maine, the comoputsilion of g districi's needs fTor
5 Tairly complicated process. Com-

of siote educational subsidiesy and

38 poseible, the involved computation in b
flection of the Tact thal clucational need is a difficult thing
to measure accurately.
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Ixcept in the casc of newly f
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istrictz ( o minor deisil ), need is each ad-—

ministrative unit once every two years. comoonent in

of resident sembershio for the

two preceding yeors and a dollar purports to repre-—

current operatling cost per pupil.

Table I of SBec. 237-0,

FOm

to Tublic Schools. Table 1 nro—

vides a

this in accordance

iy greater at the secondsry level than the elementary.

are gencer
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sdjusted by the Board of Hguslization, so that the ratio of
assecosed to true value is approximetely the same in all the

local units. These estinmeics are known eg '"staete valuations !

The state valustion figures for each unit are divided by en—
rollments of resident pupils, computed as an averagze of the last

two April 1 enroliment reporis, to yield an estimate of siate
valuation ver resident pupil. HNext, school adminisirstive units

ications of state valuation

are divided into twenty-one classit
per puvil, with the Tirst being "open-ended,” $3,000 per puvil

and under and sglso the twenity-Tirst, $12,501 per pupil and over.

7/
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Por eacn classification; a percentage of the net foundation pro-

gram, ag described above, is sitated, this being the percentage of

g
recogniyed educational cost thal the sitate will meet from state
o~ gl 7 . .
revenues. The percentages range from 66% to 185, with the higher
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figure being applicable To the noorest classi
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If a local authority spends less in o blennium than the amount of

its average net foundation

aid, given as the percentose

'

succesding biennium tThal itz cliency in g£pending bore to 1

& 5
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rnet Foundation pr am allowence. Tne deduction aonilies 1o iis
subgidies for each of the years of the blernium. Thigs vprovicion
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local guthoritiies

spenc up to the amount of a gencro foundation program;

e

mition of the fact thav rernl coste of education in

GE
some authorities may be low enocugn vhot the authority cen vrovide

cood quality schooling at less than the smount of the foundation



program; or as & concession to localism, in that the state govern-
ment is unwilling to require local authorities to mske g stated
contribution toward the support of their school. I lean toward

the last interpretation, but more of this later.

With respect to high spending authorities, the state
offers a bonus 1in mohey, which is determined as a percentage of
the amount by which their average net operating costs in a bi-
ennium exceeds their average net foundation program zllowances.
The percentage is so determined that the poorer districts receive
a larger reward for thx same absolute amount of "over gpending"”
than do the rich. Given certain inequitable festures of the
present system of subsidies in Maine - or ones that appear so to
me — this distinction in favor of the poorer districts is to be
commended. However, 1 understand that the amount of money dig-
tributed under the bonus provision of Sec. 237-E is extremely

smalle.

The State of Maine also contributestoward the cost of
school construction in the local authorities. The percentage of
aid toward disbursements for principal, interest, rent, and -

under certain conditions — capital outlay financed from current

]

revenue 1s that given in Table II of Sec. 237-E, which is to say

U

that the same set of twenty—one classifications of locel author-
itles in terms of state valuation per resident enrollment governs

N
the relative coniribution of the sitate towsrd capital outlay as well
as toward current operating expenditures. All School Administrative

N

Districts are eligible for construction aid but only the larger of

the non~consolidsted units gqualify automatically.
It is stated as the intent of the Legislature in Sec. 237-D
thet the dollar amounts in Table I of that section ( these being a

maejor variable in determining the set of foundation program
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allowances for any succeeding biennium ) be revised each biennium
consistent with changes in the educstionsl expenditures of the lo-
cal auvthorities. In general, the practice appears to have been to
revise the dollar figures to the end that the sum of foundation
progran ald plus the bonus for high spending pius construction aid
represent about 22.5 percent of schocl expenditure K-12 in the state.
The necessary revisions have been upward. This is a process that
the English would describe as '"meintaining egquity over time." The
notion is that no one knows what the ideal ratio of state support
to total expenditure is, but once a ratio exists the state should
preserve it, rather than forcing the local unit to meet a higher
percentage of a ( normally ) expanding volume of school spending,
as would occur 1f the state failled to revise its distribuiion
formula periodically. However, this view does not rule out the
@ossibility for a revision of the basic ratio itself, once a large
amount of evidence is aocumuiated in favor of such revision. This
provision about biennial revision of Table 1 is a controversial

one, and I shall have more to say about it later.

Through a few specific financiael measureg and other measures
related to financial ones, the Legislature seeks ito evert some in-
fluence over educational policy and provision. Thus, Table I of
Sec. 237-D includes "seconday school footnotes," to the woint that
administrative units which operate small high schools within 15
miles of a school operated by a neighboring adninistrative unit are

“
given a lower dollar value per pupil to use in computing their
‘foundation program allowance. This is a penalty provision levied
against local authorities who resist consolidation. Along the same
line, Sec. 237-G provides that School Administrative Districts shsll
receive a ten percent bonus, i.e., ten percent of state subsidy’
determined under Sec. 237-L, provided that the District offer a
program K-12 and provided that the District has a single secondary

school serving all its students in grades 9 through 12.
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The penalty and the bonus are measures to encourage con—
solidation of local units, and I believe the goal is an urgent
one, educationally speaking. However, in any full biennium in
which a newly-formed S A D receives aid, there can be a financial
loss involved for the unit or units included within it. Tor ex-—
ample, suppose three poor towns join with one very rich town to
establish a S,4,D.  (In terms of educational programs, geographic
proximity, etc., there may be no other sensible choice but that
three poor and one rich town so combine.) The state valuation
per resident pupil in the S, A.D.may be raised to the point where
the volume of state subsidy, as computed under Tables I and II,
is less than the total of what the four towns would have received
separately. This heppens, of course, becguse the valuation of
the rich town is now placed behind the pupils of all four towns
in the S.A,D. On the other hand, Sec. T7-III provides that when
school unions are combined into iarger supervisory unions, the
Commission of Education has aﬁthority to adjust disbursements
for supervision so that there will be no loss in state support
because of the reorganization. I shall suggest below that a
similar kind of provision may be desirable 1o encourage further

the rational development of School Administrative Districts.

Under Sec. 237-A, it is provided that local authorities
shall pay teachers at least as much as the set of figures in-
cluded in that section indicate, staerting with a figure of $3000
for a certified teacher with gero years of experience. Should
an authority fail to pay teachers in accordance with the minimum
salary schedule, it will suffer a deduction in state subsidy equal
to the amount by which it is failing to provide the reguired salaries.
Sec. 237-C.IIT requires that the local authorities employ one teach—
er for each 30 elementary pupilé ( except kindergarten ) and one
teacher for each 25 high school pupils. No penalty for failure

to do so is stated, but Sec. 31 gives power to the Governor and
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Council to withhold the entire education subsidy from an offending
local unit, should that action be necessary. I judge it is chiefly
in commection with these stipulations on minimum salaries and
minimum standards of staffing that the Legislature seeks to attain

some measure of equality of provision, one district to another.

Finally, the Legislatufe seeks to encourage the professionsl
development of teachers by reimbursing the local units under a
100% grant ( up to $50 per teacher not more than once every two
yvears ) for extra stipends that the local authorities may award

to their teachers for completing additional profession work.

2. LOCAL SUFPPORT

Local support is derived chiefly from taxation of property.
The assesgment of property and the administration of the tax is
performed mainly by local officials. These same‘statements could
be made about most states in’our 50. There agvppears to be little
that is especlally unique or disturbing about the administration
of the property tax in Maine, and I have nothing to say asbout the
subject thst has not already been covered in the report by Dr.

John F. Sly, The General Proverty Tax in Maine, November, 1960.

I would like to point out, though, that it is the general
practice of legislatures to require a minimum local levy for the
support of schools as a condition for a district's receiving
subsidies from the state. Maine does not stand alone in failing
to require a minimum uniform effort, but it is in the clear
minority on this score. A certain rate of local taxation
becomes, in effect, mandatory and as Prof. H. Thomas James of
Stonford University has pointed out, the " . . . mandated levy
has all the effects of a state tax except the ecualization of

benefits." (School Revenue Systems in Pive States, 1961, p. 104)
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This concludes my brief summary of Maine's present
system of school finance. Before I attempt to offer comments
in critical appraisal of the program, I would like to sketch
the general view of educational subsidies as it has developed

over the yearss

EDUCATIONAL SUBSIDIES BROADLY CONSIDERED

There are reelly only three main approaches to the
problem of how to distribute '"genersl-purpose'" subsidies to
school districts. These I shall describe below, but first it
is necessary to draw a distinction between '"general" and "special

a
purpose’ aids. All educational grants are special purpose in the

w

ense that the funds are designated for ithe support of =chool
services, and education is only one of many services that local
goveraments provide. Hence, the term, Ygeneral-purpose ed-
ucation grants™ is selfmconira%}cﬁpry» Nonetheless, 1% is the
practice in describing eduoatioﬁ?ﬁ% indicate whether the proceeds
are Lo be spent by the local authorities under relatively few in-
1

structions from the state as to their uses or whether the proceeds

may be spent only on designated objects, such as rehabilitation

‘of school buildings, textbooks, etc. The first category is general

purpose and the second is special. The states have cauvsed many

N

ial-purpose grants 1o be created -~ something over 300 at m;

¢
]

spec
last count ~ but most state school monies (something over 80
percent in the 50 states) are paid out under general-purpose aids.
Accordingly, the following discussion will be focused on general-
purposé~grantsa One final note on this point: while the states
show g preference for distributing funds under general-purpose
aid, the Tederal government has eschewed them and has relied

(and apparently will continue to rely) on special purpose (or

ecarmarked) grants.
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1. NON-EQUALIZING ("FLAT") GRANTS

The more widely-used early form of general grant was the
distribution of X dollars per pupil enrolled in public schools.
The amount per pupil was the same for all - or practically all -
towns or school districts in a given state; hence, it came to be
called a flat grant to distinguish it from those kinds of dis;
tributions where the amounts of grant per puplil increase as
the wealth or fiscal capacity of the receiving towns diminish.
The flat grant rested essentially on two propositions: (a) that
the differences in local fiscal capacity of the towns of a state
are'( or are conveniently assumed to be ) small and (b) that the
responsiﬁility of the state is properly limited to assisting
local government provide a kind of elementary education for
children of the lower classes, with it being expected that upper-
élass parents would make their own arrangements for the more ex-
tended education of their own children. ©Not uncommonly, flat
grants were supplemented by a small amount of equalization aid,
distributed along these lines: when a local authority was unable
‘to finance a low cost education program by taxing itself at a
stated high raté, the state would meet the deficiency in revenue.

This is a laissez~faire approach to education, and it has

some of the appeal, as well as the social deficiences, of that
general philosophy. Flat grants are still accorded pride of place
in some states, e.g., Connecticut among the New England ones,

and unfortunately some fairly high blown equalization grants

yield the same results as would be had under ang out~-and-out flat
grant, e.g., Massachusetts. By and large, however, there is little
present support for employing general purpose flat grants at this
time, though I feel there may be a place for them under a radically-

revised set of state-local relationships (as mentioned in a later section).
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2. THE FOUNDATION PROGRAM PLAN

The most widely used scheme of state support of local education
services - and the one which has the most support among students of public
education - is that which is commonly described as the "foundation program plan."
This plan has two main objectives? (a) to provide a good degree_of taxpayers'
equity by taking account of differences among local authorities in local
fiscal ability and (£) to assure a minimum level of support for all the
school children of the state. The amount of subsidy received by a town
or school district is the difference between a dollar estimate of needs
and a dollar estimate of a reasonable local contribution for schools.

Both estimates consist of two parts. The needs figure is a product of

a measure of attendance, e.g., average daily membership, and a state-

mandated expenditure per pupil. If a district has 2000 pupils in

average dally membership and if the.state determines that expenditures

per pupil shall not be less than $400, then the needs estimate for that
district is $800,000. In symbols the number of pupils in the ith district

is N4y and the mandated expenditure level is u; thus, the needs estimate is Niu.

The estimate of local contribution is the product of a taxrate,
say r, times the (equalized) tax base in the town or district, pER
Suppose that the town has a base of $24 million and suppose further that
the state decides & reasonable rate of local contribution for schools is
10 mills. The school grant for the town, assuming its needs are $800,000
as estimated above, will be
(2000 pupils x $400) - (.01 x $2k,000,000) = $800,000 - $240,000 = $560,000.
The Tirst product, again, represents an estimate of needs and the second
an estimate of a reasonable local contribution toward meeting those needs.

The formula can be written Gy = Niu - r Y; vhere Gy = grant to the

ith district.
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The "net grant" to a district will be the difference between
the state subsidy and the amount of state taxes levied in the district
to finance the program. In general, the net grant will be positive in
districts where the local resources per pupil are meager and negative

in districts where they are high. More detailed discussion of this point

can be found in J. Burkhead, Public School Finance, 1964, pp.212-213.

One particular type of foundation program plan has received
by far the largest émount of attention in the UfS., namely, the type
proposed by George D. Strayer and Robert M. Hailg, in the Report of the
Edycational Finance Inquiry Commission (New York) in 1923, 1In the
Strayer-Haig form, r = Ni u/ Xi’ when Ny and Y; refer to the number of
pupils and taxable resources‘in the richest district in the state.

hat 1s, one determines the reasconable rate of local contridbution, r,
by a process of examining what rate of tax wbuld Just exactly meet the
cost of the foundation program in the richest district in the state.

It follows that the richest district receives no school grant while all
the other poorer ones do, in proportion to their relative degree of
impoverishment.

A second Teature of the Strayer-Haig form of grant is that all
towns or districts must levy a local tax at rate r ( or above ) as a con-
dition for receiving any general purpose ald from the state. Thus, the*
dollar figure for which u stands is referred to as the "foundation program,”
i.e.., the expenditure per pupil that is deemed minimally acceptable in all |
districts of the state.

Certain features of the Strayer-Haig form of subsidy should
be noted. (a) The value of u ( the mandated expenditure level )
becomes the minimum expenditure per pupil in all districts.

(b) A1l districts provide the minimum expenditure per pupil at S
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the same rete of local taxation. (c) If state taxes are assumed
to be proportional, e.e., to represent the same percentage of house-
hold income regardless of how rich or poor the household is, then the
burden of state and local taxes, taken together, to provide the mandated
expenditure per pupll is approximately proportional among the districts.

A variant of the foundation program plan is the scheme wherein
the amount of grant that a town receives is determined in part by its
own particular staffing pattern. I have called this plan a "variable
unit equalizing grant." Tt is quite similar to the Strayer-Haig plan;
the difference between them lies in the fact that u is essentially fixed
( except for taking account of sparsity conditions, secondary school
population, etc. ) for all districts ( or is beyond their power to
manipulate ) under Strayer-Haig, while under the variable unit plan
s town will receive an extra allowance of wmoney as it raises the quality
of educational resources it makes available to the children in its
schools. The basis of variability is most commonly related to the
characteristics of teachers. If a district has only inexperienced
teachers, it may be credited with, say, $4800 per teacher, while if it
has only teachers with an M.A. and 10 or more years of experience, it may
receive the maximum credit per teacher allowed by the state, e.g.. $6000.
Most districts would have some of both kinds. The value of uw is computell
for each district, i.e., it becomes u; and the major figures that go
into the computation are those drawn Trom the state minimum salary
schedule and those from the staffing pattern of the particular district.

This plan is discussed Tully in Johns and Morphet, Financing the Public

Schools, 1950.
What are the merits of the foundation program plan?
Unlike flat grants the plan has the advantage of taking account

of local differences in fiscal capacity. . Unlike most flat grant



schemes . foundation program plans specify a‘minimum level of local
contribution to be a condition for receiving any general purpose aid
from the state, and this in turn establishes a floor on expen@iture
per pupil. These to my mind are two important advantages of the
foundation program plan as it is generally used in the U.S.

But there are also serious drawbacks. First, the plan
calls for only rudimentary estimates of educational needs. It is now
recognized that children of the disadvantaged homes enter school with
educational hgndicaps. These children are clustered in certain cities
or towns -~ and in certain parts of these cities and towns, while other
cities and towns have practically none of theﬁ. Further, it is now
recognized that vocational and technical secondary education is very
costly, so costly in fact, that even the speclal aid given under
federal and state statutues fails t5 remove the onerous burden on the
locality that provides extensive programs of these kinds. Students for

whom vocational and technical education is desirable may also be clustered

jo

in certain cities and towns. As presently administered, foundation
program plans do not take account of the cost implication of these

Tundamental differences in the characteristicsg of the pupil population

being sexrved.

Second, the foundation program plan appears to assume that
a dollar buys the same volume of educational resources in one town as K
in another. This is contrary to common sense and the falsity of the
assumption can be documented, though I have not the time to provide
such documentation in this report. Let us put it this way. Suppose a
pleasant, suburban community establishes a salary schedule for teachers
which dis identical with the salary schedule of an old grimy, industrial

town. It is practically a certainty that the suburban place will attract,
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in general, teachers who are betlter educated, and, if it wishes, more
experienced than the industrial town will be able to do. I ghall not

belabor the point further but the Strayer-Haig formula in its usual

%3]

application takes no account of differences in costs of obtaining a

dven quality of educational resources ( or inputs ). In sum, the

[60]

foundation program plan aims at providing children with equal educational

opportunities, in accordance with their age, ability, and aptitude, which

is more than can be said of flat grant type of distribution, but the

)

foundation program plan appears to assume that different types of
children are more or less randomly distributed among the local authorities
of a state and that these local authorities compete on approximately equal
terms in the market for educational resources. Neither of these two
assumptions seersto nold true.

Third, and finally, there is an lmportant difficulty in
attempting to apply the Strayer-Haig formula. Let us recall that the
rate of local contribution, r, is to be set at that level which would
raige the cost of the foundation program in the richest district. If
this is done, all districts Tinance their foundation programs at equal
local rates of taxation and all dbut the richest district receive some
state alid. However, it often happens that some districts in a state are
very much richer than others. The effect is that r becomes minuscule -
and as can be seen vy glancing al the Strayer-Haig formula gbove, the
state comes to bear practically all the cost of the educational services.

.

To forestall such an eveantuwality, the rate r is set at a higher value
han is necessary to finance the foundation program in the richest
district. This means that if all districts tax themselves at the

rate 7, the rich places will have surplus revenue which theoretically they

should turn over to the state for redistribution to the poorer authorities.



- 17
At the least, the rich districts as a group ( not just the richest . )
should receilve zero state alid. Neither course has proved politically
feasible. Usually these affluent places that are excluded from the
operation of the equalization plan are given a flat grant per pupil.

An alternative is to reduce the dollar value of the foundation program.
This can keep the magnitude of the stalte contribution within bounds,

but it, like the practice of over-stating the value of the rate r,
reduces the equalizing effects of the foundation program plan.

Educators have made a virtue of necessity with regard to this
feature of the foundation program plan and claimed that giving rich
districts more than they "deserve," relative to poorer districts, is
beneficial to the cause of public education, because the rich districts
will have "financial leeway' to establish superior educational programs
and to demonstrate what good education is and what it costs ( to them,

at least ). They become "lighthouse districts” whose spending practices

other districts will desire to emulate. This process is stimulative of
gchool spending: 1t establishes pressure on both the local taxpayer and

on the state legislature to provide more generous financing of the educa-
tional services. But it i1s not egalitarian. As new monies are provided,

one moves simply to inequality of provision at a higher level.

3. PERCENTACE BEQUALIZING GRANTS

The third main type of subvention is a grant under which the
state pays some share of locally determined school expenditure in the
given district. Ordinarily, the state share is larger in poor districts
than in rich.

Theoretically, the state share Tor a particular town is
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.
2

determinedjthe following way. The ratio of the tax

N

pase per pupil in

th district, y;, to the state tax base per pupil, y,1is computed.

T; 1 i

(w

Thus, the relative economic standing of the ith district is established
in the form yi/y. Next, this ratio is multiplied by an arbitary~con~
stant, call it x, which normally has a value between O and 1. (The value

of x can be taken to represent approximately the local share of educa~-

ticnal spending in the state, all districts taken together.) Finally,

I

h

f
[

roduct of x times the relative economic standing of the district,
X . yi/y; is subtracted from the numeral 1. The resulting fraction, or
state share in the given district, is multiplied by the volume of lccal
spending to determine the dolloxr value of state subsidy, ordinarily
paid on & reimbursement basig. Accordingly, the formula ig
(; 7N \ \ . X .

Gy = |1 = K-ijYJ . By, where £y = educatlonal spending in the

th district in some recent ( but not the current ) year.

1

To see how the formule works, let us consider the case of a

oy

crict of average resources. Assuwe that the district has an equalized

hage

ol
iJ»
CL

valuaticn of $12,000 per pupil that it has 2000 pupils, and that it has

speat $400 per pupil on their schooling. Assume further that the state

roximately 50 percent of school costs in the state,

legving 50 percent on the local property bases; thus x = .50.

From the Tformula,

Gliij*(ub .
This is a district of average resources, wnich is to say that the sum of
all local property valuation in the state divided by pupil A.D.M. is
the sum $12,000., This district receives a 50 percent reimbursement.

Now, let us consider the case of a poorer district, one, say, with
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valuation per pupil of $6)OOO¢ The Tormula would read

$600,000.

v

G; = 1 - (.5 . 20,000 N es00 000 =
A 17,600

Both places finance g $M00 program at the sawe local tax rate: 16.7 mills.,
enerality: wunder a fully-cperative percentage~equalizing
grant, any two places that spend the same doller amount per pupil:have
equal local school tex rates ( on equalized valuations, of course ).

Unlike the Strayer-faig plan, the percentage-egqualizing

scheme has a flexibility which allows a district Lo adjust its spending

A

)_.J_

upward, elther to provide special services for its relatively high

the

+y

vroportion of educationally-needy children or to take account o
relatively high prices it must pay for a specified quality of educationzl
resources, or both, and to do this while suffering no local tax dis-

advanta. compared with all other places that spend the same amount

s

in the United States. Wisconsin adoptsd it iv
followed in 1959u Madine has it in small de
fanfare New York adopted what was essenticlly the Maine plan. Other
states have shovn no parbicular interest vet. The problem is that \
legislators feel the plan gives local school boards a "blank check."

ly by the spending deci-

sions of several hundred loczl authovities, but the state's tax base is

policies of individual districts, not

e1d to spend money wisely. The natural

tion of a percentage equalizing plen is
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the increase in state coutrol of local apending decisions. This

prospect is known and does not fiand favor with most educators.

If there is coasensug among school finance authorities on

what a good form of education subsidy is ( zad I believe there is now

r.

- o . N oo, e . - o - 1 L FRI
a2 fairly high level of consensus )9 it is in support of a "combination

plan," i.e., a Strayer-Haig formula with a percentage equalizing scheme

on top. a stete would be well sdvised (o cmploy a

oundation progrexm plan. Ideally, this would include practically all

=y

school authorities, or as many s could be included with sa

o
|23
e
(=%
e
¢
Fald
o)
"

too much in the doller vaelue of the foundstion program. That is, flat
grants to rich districts should be keodt to a minimun. Then, in

would be & commitment from

in excess of

would be higher in poox districts than in rich. This

tten in one formula, cumbersome though it is. Asgsune a

The problem with this scheme is that a town may receive state aid
&t one raltlo on its expenditures below the foundation program

znd at another for expenditures sbove the program with the two



ne Neccsos ical relation to each other.

t movement ltoward cenitralization of power

‘._l.

future conditions may

educational subsidies.

Should the state governments really take the initiative in de~
pelicy, while leaving

month—to—month ade

control

iy e e R S 1~
minis Blate mLgnt seex

goa]
]

rns on o a sct of educ

of zubsidies tc
6o cxromple, suppose the sitate adopted

R o EAT
t ditzell hnad specilret. B CNARNEH d 5 [

increasc in the

neoretically,

onn of school

o

oim onée place Lo

mad e

productiviities s equive.
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State School Tax State Sub-
Velustion Rate on Oway as %
Per Puplil State £ local

aluation AuUfOLrthiOﬁ
for Schools
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on state valuation is, I

O TR H S - JOR N
and thisc is a kind

conbribution ftoward educatior.

In order to receive any general purpose state ald to-

o)

I believe the local suthorities should meet two

Hirst, the locel suthorities must levy az zchool
vox to yield the eguivelent sum of a 20 will levy on state
valuation. Second, the local cuthorities must certify thatl

they have spent at least the sums per pupil of Table I on

ER

Nowy, a problem i1s that 20 mills on state valuation

produce more than the amcunt of the foundation program

in some rich disitricis. There are many ways this

problem can be handled, of which four are noted here. The
eacslest, poselbly, or the simplest anyway, 1s the use of a
"zove harmless' clause, under which the rich districts are

total, not per

et
o
=
£
3
16)
&
o
wn
{
=
joR
-
-}
1.
e o
-
o
o
=
O
j -
=
=
—~
ot

e o o] T
:nteed 885 a min

they received in the last yezr of operaiion of the

P

plan. & second alternative is to regard the 20 mill
levy as a state tax and to reculre the rich districts to turn
over thelr surplus rTevenue, l.ec., excesg of the 20 mill lovy
over the foundation program allowance, to the State, with

1y SN 3 3 » oo St ¢ e TN Y ‘ N - 2 4l ~ EAR
these Tunds belng uscd for some purpose of which the berefius

receive no subsidy from the state. Indeed

them could be regerded as a negative subsidy, and the transition

. ~ ..
proolaems could DE geveres



The next two suggestions have
state valustion ( downward ) for scho

elieve bo

]

0

ne ig to rTemove

LIomer 3. 1e
locel taxaltion for schools. Instead,
be subject te a uniform rate
with the funds being redigstribuited to
main general-purpose school sgubsidy.
inpdustry has o sztake in the progress
State as o whole bul
particular town's school. Local diff
further, should fall primsrily on the

o
o

j o Q(\
fe=jer)

In

tion

the cities of Maine, a

=
es
expe

one

T ) ;

dowing kind

L_.

ol

subsidy purposed

and parochial student

o gmountd state average

(2

the

of

©

in the

last year; divide

duct the vaelue go obitained from siate

industri

of education in

has to do with privat

nse

made:

with revision of

( and subsidy

th can be defended on

al vroperties from

theze properties would

of school taxation by the state,

the towns under the

It

ok

ceems to me the

the

{not necessarily in the progress of sone

erences in school costs,

households of the towns

d
o]

and parochial -en—

large portion of

C%

Yet, in messuring

divides state valuation

of school age

overstalte the

should be considerecd

-~
S

tate valuation

multiply the number
dminigtrative unit
expenditure in public

T

o

oduct by 20 mills; de-

valustion of

istrative unit. This is a process of caj 'tc iz Zing
cost of educating the private school enrollment and adjusting
the valuation of the place of residence downward by the sum so
obiained.
Jther recommendations folleow. With respect to the
of School Administrative Districte, I think it

the estimasted
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extremely imporiant that no set of towns lose state subsidy be-
couse of the Tact that they have formed a conszolidated unit.
Thig would be, I should thinl, a falrly easy change to make;
thougnh whether 1t should be made retroactive I do not know.
think there should be 2 time limit on this "save harm-
less from consolidetion feature, say 5 years, after which the

special ald would be tapered off at 20 percent a year.

The pace of school district consolidation in Mailne
appeors to have been falrly rapid; but I am not so sure about
the quality. The S.A.D.'s are often of small size themselves,
nd lto speak of an area where L once lived, I could see ad-—
es in Brunswick, Topsham, Freeport, and Bath forming a

N

unified digtrict. But this takes me beyond the scoove of this

Another recommendation has to do with the financing of
eachers. 1 suggest that the State reimburse
icts 100% of the cost of sebbaticals granted

IX and thsl the aggregate of such reimbursement

iz, the State would cast up the sum of its

grants and deduct the amount from its
<

pro-rated among towns and and districts
or the basis of enrollment. The ides is ( a ) effective re—
training calls Tor a fu tlmc period of study on the part of
the teacher and ( b ) any individuel district connot iiself
the cost of providing retraining, since

I think it well to

e sure of recoupling

to provide travel to

costs in the institution of higher ed-

ot
<
}.J .
ot
e
]
v
3

ueetion the tescher attends.

ect 1o the problem of the lag in ztate




subsidies behind the needs of disiricis with rising en-
rollments, L suggest that stste subsidies be based on

of current enrollment ( or membership ) for all

towne and digtrictse.

T would urge that the State continue its policy of
egtablishing technical and vocational schools and that at
lesst some schools established under Sec. 203 be designed to

vrovide instruction for students as young as 15 years.

Lastly, I suggest that the percentages of state
subsidy to foundeition program sllowance continue to be
computed, even though they may not be used ( 2s in Table II )
to govern the distribution of the main portien of general-—

t

purpoce subsidies. 1 believe these per

ages should govern

C
listribution of censtruction aid and, further, that the

(@]

the

cost digiricte

orovision about supplementary aid

i

( Tth paragreph, Sec. 237 - L ) snould be conltinued. Yow-—

D>

sentence in that

gver, I belleve the last vpart of the

parsgraph might read  ‘'exceeds ites net foundation program

3 Fal
4

zllowance by 50% of the perceniage that the state support o

its foundation program bears to its net foundation program
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The swmmary volume, 1n wnich I wrote & chapter on state
gubsidies, 1s
5. Burkhcad, Jesse, Public School Finsunce, Syracuse,

Syracusze UulV;ISluy Press, 1964.

Two sxcellent articles of & theoretical type are

the following:
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Pederalism," in Netionsl Bureau cnoiric Research,
Tublic Minancess VNeeds, Sourceg gnd Utiligzsation,
Princelen, Princeton University FPress, 1961.
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cepecinlly recommended:

8. Trewsury Committee on Intergovermmental Fiscal Relations

.
E,’er@]9 State, and Locgl Covernment FiSCal Relationsg,
Washington, Government Printing Office, 1943.

9. Johunson, LJ“OD L., The Principle Of Ecualization Apolied
to the Allocgtion of Grants-in 2id, dp@hlngton, Pederal
Security Agency, Soclal Security Administration, 1947.

10. guVJQorJ lon on Intergovernmentsl Relations,

J te and Locgl Migscal Capacity and Tax
gton, The Commigsion, 1962.
1i. and ¥cloone, E.P., Public School Finance
the United States, 19%7-58, Washington,
Printing Office, 1960.
12, sport, Joint Legislavive Committee on School

P~ State of Wew York, Legislative Document (1963)
-fAl Dany 1963 o

The following study is an examination of the determinants

¥.T., Thomas, J.4., and Dyclk,
diture and Decision-Making fr
California, Stanford Universiiy Sc

I recently put together a set of readings which in-

clude g number of statemenis on school subsidies:
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14.. B@nvony C.5+y, Perspectiv
.ifll 1963.
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Two fnglish studies areo

15, Lees,; D.8., et 2l, Local Expenditure and Excheouer Granis,
LQMOOu? Institute of Municipal Treasurers and Accountants,
Inc., 1956.
-
16.

Vaizey, John, The Bconomics of Fducation, London, Faber
end Faber, 1962.

The National Lducation Association provides the b
up~to~date educational statistics. It also provides a forum

o

for discussion of school finance problems (18).

17. Nationgl Bducation Associatlon, Special Project on School
Finance, Minancing the Public Schools, 1960-1970,
Ty 7

Hashington, The Association, 1962.

18. HNaitional Education Associatlon, Financing the Changing
School Progrem, Proceedings of The Firth National School

i
Pinance Conference, Washington, The Assoclation, 1962.

An exhsustive treatment of subsidies by a political

19. Graves, W. Brooke, American Intergovernmental Relations
New York, Scribners, 1964.

The fact that the benefits of local school spending

spill—over™ into other nearby areas is examined ing

20, Weisdbrod, Burton,

of Public Pducation,
Princeton, Industris! tion, Princeton

University Press, 19

The plece of vocational-technical education in the

gchocl gystem and its financing is dealt with in

21. Vern,

Grant,

mducstion and Work, Washington,

imericen Council on Tducation, 1964.





