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. " September 1, 1981 ¥, ’ .
. _ The President ‘ ' ' ) S )
- The White House - . T : . .
Washington, D.C. 20500 f - ) : o :
- Dear Mr. President: . ' T .

- We. subuii]; the report of the Commission on the Review of g:he Federal
Impact Aid Program with our recommendations for changes™in’ the Impact

¢

: Aid Program as required by section 1015 of Public Law 95-561. N 4 -

-Qur e'commendatiqns reflect the vieiys of a majority of the members of .

the Commission. Two Commissioners have submitted separate views which

areincluded in ,this report. .’ . L.
' We believe that ,our recommendations, if adopted, would strengthen and
I * simplify the Impact Aid Program and make the program more pearly equita-
. .. -ble in achieving its intended purposes. ) .

] * A

The Impact Aid Program was originally authorized) as‘a means of mitigat-
- ' i ing the §d¥erse\bffects,of Federal activities ¢n the fiqgncifi ability
- of local educational agencies ta carry out their functions-=-to compen=-
sate them for the burden placed upon them by Federal'immunity from State .
and local taxation and by educat}ng federally-connected children.

The prc;gra"m was designed to operate and does operate under the laws of
, thé States regarding the ‘financing and governangse of local educational
agencies. The program carries with it no Federal education policy. It

% ' is intended to .preserve local control over education by compensating
\ i them.for local revenues. ¢ . - !
-~ ! T ' -
e - In opposition to the program, the following conteg}tions were advanced: '

Y

- (1) the Impact Aid Program overpays local educational agenpcies, in
that entitlements are greater than the .financial burden placed upon

Y . them by Federal activities; °
. - {2) in most instances the economic benefits of Federal activities to .
v e localities compensate for the burden placed upon them by those activi-
. " ties; and i ’ : ) .

=

'(3) if tﬁosg benéfits are not available to local .éduca!tiongl agencies,‘

it is the result of ineffegtive State and Tocal educational financing

systems. ’ . - .

. . . ‘The C ngresé d‘id' ot place the Auestion fff the adequacy of schgol
: financé, laws within the scope of our mandates - :




fit or as to merit substantial alferation of the pr

The President T - . o .
September 1, 1981 ' : . o
Page Two P

N

i
-
-

~ Regarding "the contentions thdt the entjtlements overcompensate for

Pederal burden and. the econcmic benefits from .Federal aCth&tléS, the §
Commission concucted hearings and research to determine their' validity.
The original premises. Upon which the program was based were’examined'
, . -

(1) ‘that Pederal immunity from‘State,and(local taxatlon depr ives Local'
educational agencies of nEceésary revenues; [/}
% \) = - - a
(2) that, wunder the ;aﬁs of the States, the owners ahd usé%% of real
properﬁy have an obligation to suppo:t public education; and

’

s

. , T
(3) that the Pederal Government should agsist local educational ‘..:}

agencies in providing edycation for" federally—connected children, .
> . - 1

The law regarding Federal immunity ‘from State and local taxation, under

the Supremacy Clause of the Constitution, has been reviewed and, even
though finer distinctions have been d:awn,,allowing morg taxation of
privateVvinterests in PFederal property, the doctrine of immunity still -
stands and deprives local educational agencieg of revenues. A factor in A
limiting the broad coverage of that doctriné has been a recognition, or’ .
the part of the courts, that Pederal immunity must, be balanced - -against

the need of local governments for revenues. Even though there is a

'considerable body of opinion that such balarcing should be carried out

Ehrough the political branches of the Gover nt, the, Supreme Court has .
recently decided that there is a 1limit on \the power of the Pederal

Government when the federal sys:{p of government is threatened by the

exercise of otherwise valid powets of thé Nahkional Gévernment. When'

that limit has been exceeded and the Congress\ has not protected the

interests of the States and their subdivisions, t e courts have imposed 1 -
the limitation. The Impact Aid Program -is one nedns by which the Con-
gress}may protect the States and their subdivisions S{gn the otherwise
valid exercise?of power by the _Federal Government. : BN
There have been significant chanqes in State laws redarding school
finante, with a trend toward reater share of the cost of education
and less’ reliance upon real property taxesdfor the, .support of education. s
These changes, however, have not been so s bstantial as to change great-—

ly the patterns «4n school finance into which Impact S;{«

g degigned to
as it relates .

Y

to the financing of public achools. : ’

& .

The Pederal Government has a long-standing interest-{n the educa
federally-connected children and has, .over the years, recognized an .
obligation. for ‘their education. On “the basis of that interest and .-
obligation, the Federal :Government should assist local governments which .
provide‘education for those childrenf in that the cost of ;heir educa=-

tion constitutés a burdengn thdse local educat;onal -agencies.

- ) 5
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The President - : -
,September 1, 1981 .

"Page Th r‘\ )

@hqu is nc*evidence to support the contéentionh that there are net fiscal
benefits to local edugaé}gnal agencies arising from Federal activities.
On the contrary, in the case stydies conducted by the Commission, the
net fiscal burden is generally commensurate ‘with the amounts to which

the local educational agencies studied are entitled ynder sectxon 3 of
‘Duh'lir- Law R74., .

b LI3W

. ’

From this evidence the Commission has concluded that. under the federal
system of government, there is an obligation on the part of the Federal
Government to mitigate the adverse effects of- Federal activztzes orr
local educatlonal agencies and that, even though other means of’ doing sQ
may be possible, a program similar to that authorized by Public Law.874
is necessary. . . -

- - x
’,

Ih these troubled times when dgggtic changes are being made in Federal
policy, too often those making that policy lose gight of the basic
obligation of "the Government to thej people ardd act without knowzng the.
.consequences of their actions. We hope that .this report will give them:
sufficient information—to act w;sely wzth respect to the Impact aid
Program, ) . : )

T ‘ Yours respectfully, -

Charlze Akins

Robert L. Chis olm

Anselm G. Davis, Jr. Virdinia Allred Stacey

v

-, IDENTICAL LETTERS TO:

THE PRESIDENT OF THE SENATE
THE SPEAKER OF THE HOUSE OF REPRESENTATIVES
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T EXECUTIVE SUMMARY

Creation of the Commission

D)

considered by the Ninety~fifth Congress, it was determined that a review

and evaluation of the Impact aid Program was necessary. The Commission

. o the Review of the Federal,Impact Aid Prbgram as eStablishéd pursuant
1015 of «the Education Amendments of 1978 (Public Law 95-561)
which was enacted November 1, 1978. The law provided for a Commission,
having ten members appointed by the President, ¢harged with the mandate
that it .review and evaluate the administration and operation of the

N program authorized by Public Law 874, Eighty—fﬁrst Congress, commorfly
\ known as the "Impact Aid Program." : ' Lo

' to section

To—

p The Impact Aid Program was established in ‘1950 and payments %eré made
through that program to local educational agencies for fiscal year 1951
. and eagp fiscal year thereaftgr. Those payments “amounted to°$28 million
: in 1951 and have grown to approximately $780 million in fiscal year

1980, ¢ . ; / o

~ ‘i'.
The payments are made to those,local eaucational agencies which, under
the law, are sq affected by Federal "activities as to have had a burden
Placed on them thereby which merits compensation. Two kinds of burden

. . have ‘been regqgnizédpbygihe;law:r%4}fa revenue burden arising from the
T~ fact that Federal property in the school districts ofe such agencies is
) not ‘subject to real property taxes, and (2) a service burden arising

- from the fact that: those agencies provide educational services for

federall®-connected childr without having a tax base, with respect to
those children, adequaté\tgnprovide(them wifth these segrvices.
. . . . )

The Impact Aid Program is the only non-categorical rogram Of payments
to local educational agencies. All othé&r Federal elementary and second-
ary education programs are designed and impleﬁented to carry out a
Federal policy afffecting education; and, therefore, have a Federal
. purpose for which Federal,funds' are expefided. The Impact Aid Program is
- an administratively simple program of payments designed 'to assist local
< educational agencies in carrying out local policies which would, but for

the result of Federal activities,

-

- 7Specifically igcluded in the Commisgion's mandate was the reguirement’
" that the rdview and evaluation emphasize a cohgideration of: (J) the
equity of the present funding ‘sttucture of Public Law 874; ,(2) the

relative benefit q;/gssistance for Imgéct
view- of the increafing costs of gge progr am and-;pe limitation on the

v LN . *

- When substantial reductions in funds for the Impacf|Aid Program were

those payments, be impaired by loss of revenfle and the costs incurred as’

Aid under Public Baw 874 in

N
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. availability of ‘funds; and'(3) the ways in which dxstrlcts of local
pducatxonal agencies whxch are federally-impacted can best be assxsted
in meetlng thelr_educatlonal‘needs. * - ="

. -

Section 1015 'requires’ that the! Commlsslon prepare and "submit to the
Presxdent and the Congress a réport on its review and evaluatlon,
together’ w%tn such recommendations as the Commission deems appropriates
Such recommendations include recommendations for legislation relating to
the authorization for, an¥ 'funding of, thﬁﬁgmpact Aid Program.

i

.Meetings of the Commiééioqr On August 15, 1979, the Presxdent ‘appointed
the ten_ members and a chairman for "the Commission. These ten members

"« were to include persons who are not fulltlme employees of .the Federal

Government and who are knowledgeable about ;he problems of local educa-
tlonal‘agenczes in impacted areas, 1nc1ud1ng State and local officials,
puthorities on education, apd the general publlc. An executive director
was designated with authority to prepare for Ehe First Meeting of the
Commission which the Chairman scheduled for September 28 and "29, 1979,

This directibn included the development of a ‘proposed RBlan of Study.
The staff deverped@a proposed Blan of Study whickh had two emphases- (1}
an in-house resedrch capability which was to prepare-for making recom-
mendations through a series of special studies on each of the .dssig
llkely to be ralsed, and (2) a limited number ®f hedgings desxgned t

elicit the v1ews ‘of interested parties amd gather evi nce upon which.

recommendatxons*could be baged. . ., .

The!general rationale of the Plan of Study was-that the Commission wauld )

hold hearings and the research staff would develop policy papers based
on special studies of the issues; the Commission then would develop
draft recommendations with a view toward developing a consensus pn those
recommendations or, . at 1ea§t, narrowing the issues ‘to those in actual
disaqreemegt so they could be resolved in a deliberate and Judicious
manner. There was some variance from this Plan of studyﬁ however, its

inciples were f?llowed in the development of the draft report, adopted
in Januaty, 1981. . - .

The Commission held, ten business heetings and ten hearings--five of
. which were planned to coincide--as well as conducted extensive in-house
research. All meetings and hearings were.open to the gublicﬁﬁ?nd
adequate notxflcatxon of each was given through the Federal Register.

&

L At the First- Meeting, held in Washington, D.C., on September 28 and 29,
1979, the Commission' considered the proposed Plan of Study, hired
permanent staff,, adopted a ‘tentative budget, and agreed to meet in
Chicago, Illlgois, on December 14, 1979, to consider a revised Plan of

-
* . \
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Qtudy. staff was d1rected to develop a reviséd Plan of Study with
greater emphasm on public hearlqgs and site v1slts, to make a report on
propgsed Impact Aid xeforms, and to survey statistical data availaBle to
the C ission. Authority was_given to hire additional staff necgssary

®. ' to prepare for the Second Meetrh( . -
. .(: N - ) ‘ * R ]
s Additional research staff enterﬁ upon duty November 4,* 1979. This
. §taff was chosen purposely with no background in Impact Aid in order
‘ that™ the study ‘temain as objectlve ‘and unprejudiced as possible. The
- new staff prepared a revised Planh of Study in accordance with the-

directions of the Commission. At the Second Meeting on December 14,

1979, the Comm1331on consideréd, modlfied, adopted .the revﬁ;ed Plan -
- of Study. ' :

N -
. . . At the Seventh M’éeging in Washington, bD.C., o%September 18 and "19, *
S i 1980, the Commission began adoptlon of. prehmmary recommendations, a
j . process that continued ‘th ugh its Eighth Meeting 4in Washington, D.C.,

on November 6 and 7, 19 0. At this November meeting,' the Executiye
Director reported that due to political events, funding would be insuf=-
ficient to complete several special studies and other work as planned.
The Commission ,considered but deferred adoption of a report until its
Ninth Meeting, when the, deta:.ls of the Commission's budget situation
could be ascertamed. a

€
-

On January 22, 1981, the staff of the Commission was’ notlfleq that

the Comm1ssmn would suffer a -reduction in expenses of more than 60

percent beldw its then current operating level--in spite of -the fact

that both the authorizing law and the continuing resolution provided

that the current level should be maintained. This was particularly

. difficult since the Commission had not contracted out any of the study
and had relied upon* an adequate, low-paid staff’of temporary Federal

. = employees to conduct the study. As a result, more than two-thirds of
the staff was dismissed and the Commission turrhed to concluding its

. affairs. [ . .
e |
Concl sion of the ¢ §ion. The Commission held its Ninth Meeting on
, ? January 29 and 30, at _which the draft fihal report was adopted, in
substance, pending - ==al approval at,the Tenth Meeting. Ahe report
now contained in large ‘part the bulk of:' the Commission's reSearch and
M recommendations. The Commission also adopted a resolution regarding the -
. mannep in which it would conclude its affairs: ‘

H
1) staff was directed to submit a copy. of the dt(:ft report\}Al
! Education Department and the Office of Managehent and-Budget fof their -
: comments, with courtesy cop1es submltted to appropnate congressional

«~ committee staff; . . .
.7 8 -7 . .. 2
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' 2) a meeting wag schedyled for July 16 and 17, f681 to consider any
. comments receivé& and to gdopt the final report; e ’ .

-

] ’ ! v
3) pYocedures for selecting a suBcommlttee of the. Comﬁgssiqn for
presentation to the Congress and the publlc were dete ‘iﬁed; -and % .. "

v \‘/4\ staff was directed to determine whether —any\congressional commit- ) -
‘tees de51red a hearing, . . .
- : + N
\ &Y For the remainder of. its time, the Comm1551on was available to answer i
any requests by the Congress, includlng preparatlons for _any ‘further
. ‘hearings, if necessary.,6 =~ , - .

ThenPlan of Study ~° . - 7 .
s £ N
-, P

. The Plan of Study, as adopted by the Commission on December‘14, 1979,
was to be conducted in the context of three major areas that fell within

..and paralleled the mangabgs gtyen the Commission by the Congress:
ti: - ‘ e k e -
7 1) The Equity of the Present Funding Structure. . Special studies in + )

this area were to address the quesfions of how the Federal Goverrnment
burdens localities and whether .compensation under Impact Aid for that .
burden is adequate and fa1rly distributed.

2) The Relative Benefit of Impact Aid Assistance. This Mandate was
puzzling because the law did not state what the Commission was to

=Tompare, in order to reath the "relative benefit" of Impact Aid.. For
example, weng the benefits arising from assistance to local_ education-
al ggencies serving children residing on Indian ignds to be compared
with the benefits "arising from those agencies serving children resid- =
ing in low-rent public hgusing? If so, whose benefit was the Commis=- .
sion to ‘consider--the Pederal Government's? The local educational - .

. agency's? The-children’'s? It was more likely a comparison of Impact

Ald to other programs with 'similar beﬁ’fzts was intended.

’

3) The Best Means of Assisting Federally Impacted School Districts
Meet Educational Needs. Issues under this mandate were considered in
light of the propriety of basing. ‘Impact Aid payments jon the education=~
+al needs of federally-connected children rather thah the amount it is
assumed a focallty would have contributed for the education of a
federally-connécted child if tax revenues had not ‘been reduced by R
Federal activities,

- .

+ . .
A series of special studies were planned to cover these three mandates.
These special studies ‘fell into three broad categories: school finance, !
educational needs, and economic 1mpact. For example, a school finance '

-

.
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o '7 * study updér the equity isgue would be "State and local sources of
revenue”; an educational needs study under equity would be "compliance
with Federal laws and Tegulations” (such as mandated bilingual and
. handicapped hildren's education); and an economic impact issue under

‘equity would be "eligibility.™ These special studies would constitute -t
the in-house research of the Commission.

- . N - i e - ‘ A ’

-In addition, ten hearings and five site visits were planned and conduct-
ed. Nﬁ ten hearihgs, covered all ‘regions” of the United States and
ipcluded s'ub'jects of special interBst: for example, a hearing at Window

4 Rock Arizona,{&lésr spec‘ificilly to hear 1Indian concerns. For each

M .{:ar ng, superintendents of . local educational agencies, nationalwand

v régional associations, .Pederal agencies, and all interested parties were

v invited to festify. -The site visits provided the Commission an opportu-
nity to view firsthahd federally-affected districts that receive Impact .,

Aid. These hear}ngs and site‘visits constituted the second emphasis of

thegPlan of Study. - - i ’ N ,

~

~Jariance from the Plan of S’i:udy

F

~

0

Interim Report. On March 31, 1980, th:a\émmission received a request
P * from the Chairman of -the Senate Approppjations’ Committee to submit an
* - interim reportito the Congress. On Rpril 1, 1980, the Commission

received a similar.request from the. Chairréan of the House Education and
' Labor Committee. ) ’ ' ’

¢ , i -
. -The Commissionj undé¢r -the Plan of Study, had not scheduled itself
to make policy decisions “at that time nor even to have a meeting "at
which such a report could be adopted. However, under the Plan of Study,
* a hearing had bgen scheduled for April 22, 1980, in San Francisco; 'a ' -
call for a coinciding business meeting was immediately placed in the .
. Federal "Register at the directién of the Commission's Chairman. Uncer-
_tain whether a.deci¥ion regarding policy could be reached in such a
*short time, a meeting was alsonzczlled to coindide with the Commission's..

next hearing, to be held in Mo omery, Alabama, on May 1, 1980. RO
;.( 5 L]

< At the Third Meetipg on April 22, 1980, the Commission adopted an
Interim Report :(with Supplemental Documentation to follow) which,
although it did 'not coﬁain recommendations, contained general pol}cy
findings that would con@titute guidelines for recommendations. At the

Foutth Meeting on May 1, 1980, the Supplemental Documentation was ]
adopted. s B

»
-

' 7 Econ%‘i‘c Impact Study. The original.Plgn of Study did not anticipate
P that an economic impact study could be conducted so thoroughly, nor that
an egonomic impact model could be developed so gquickly that was theoret-

'ically sound when apeglied on a case study basis. The study involved .
’ ' ] ¥ N ' .
\ - . ' , ; ot L .
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examining the contention that 5hete'ie'a'het economic benefit to locali-
ties from Federal activities. This examination took two forms: (1) a
-///f revieW of studies made by the Defense Department on the economic effects
of base c1081ngs, and (2).case studies on the effect of Federal activi-
ties on the finances of local educational agencles»
/Tne Department of Defense studies indicated that, in the long run,
communitiessare economically better off after a base cI8sing than they
are with the base in operation. From this it can be concluded that
* there 1is no net economic benef1t to those communities from Federal
act1v1t1es.

d -

-

The Commission's economic impact model measured the effects of .military
1nstallations on the finances of local. educational agencies, compared
- . with what ‘would have been the case under alternative use of the instal-
lations' real propefty, in four case studies. 1In each instance, the
resu¥t was that there was asget fiscal burden on thé local educational
agency resulting from the Federal activity; and in three of four cases—-—
- Chambersburg, Pennsylvania, Bellevue, Nebraska, and Douglas, South
+ Dakota--the amount of the net burden was commensurate with the Impact

Aid entitlement for the affected local educational agency in fiscal year
#1973, In one céase--Pensacola, Florida--the Impact Aid entitlement
exceeded the net fiscal byrden because, in Florida, there are high State
payments to locak educational agencies-~which means the State takes on
§ L ) part of the Federal burden. .

-

W

Time constraints did not permit-a thorough use of this model, howeverd

and budgetary limitations prevented the deve10pment of an aggregate
4 study model. . .
_Again, time constraints and hudqgetary considerations reculred a decision
.to complete the Commissiop's work with regard to the traditional Impact
Aid Program, and not to take on any new areas unless sufficient funds’
could be found. On tHe basis of studies completed by January 9, 1981,
the Commission found that sufficient 1nformat10n had been gathered and
analyses finished to merit the subm1ss10n of a report on the areas of
the. study sufficiently completed as to support recommendations, The
N 4a§e%§ gf the study which were not so complete are as follows:

- , . . ;
- ‘1) a comparision of the relative benefits of Title'I of the Elemefitary
’ and Secendary Education Act of 1965 with those of payments baded on
entitlemerits under the Impact Aid Program which arlse .from lowkrent
pub11c housing property; . . ) \
’ . -

2) the study of the impact of Federal pglicies and act1vit1es (other
¥\\ than those which are connected with Federal property) on local educa—
. t1ona1 agenc1es; . . -~

-

- .
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3) the relatibnship/between Impact Aid payments and State‘prpgramscof

=

financing public education; and . | : . 4
) ) - . t i
4) the disaster relief provisidns of existing law. S e % -
. - - * \
Most of these questions are dealt with by recommendations to the Con- .
gress that it continue to examine these areas.. ’ ‘ - .
* 4 B
Review and Kvaluation by the Commission i
\ . .
At its beginning, the Commission was mindful that prior to 1953, the?
Federal Government had no established policy for educating dependeﬁ;s 0 'ﬁh-

its emplovees. Instéadp various Federal agencies, made ad hoc attempts

to educate their employees' children. In many cases, federally+connect—

ed children were afforded no opportinity to aftend public school at
all. -

LN
-7, 1

The (War Departmeént was the first Federal agency to gecognize the need
for public schools for its employees and to apprise the Congress ¢f that
need. In 1821, the Congress enacted inrto law regulations providing for
a system of public schaols fer military dependents; this system remained
in effect, with minor c"hanges.E for the next 100 years. '

By the 1930's, nearly every Pederal agency provided for dependents of
its employees in its own manner, performing similar services with
considerable overlapping. The need‘ for consolidation of administra-
tive authority over eaucation‘act%yities serving the same purpose was
evident, . . .
* R Y

Wwith the advent of world ‘War II and the v st number of families moving
to defense production and military install%fions,fthe Congress provided
for federally~owned "war housing” and schools with passage af the Lanham
Act in 1940, and subsequent amendments to that Act. -

In the early years following the war, the need was recognized fon
continued *funding of those schools that had received assistance during
the "war., egislation passed in 1946 recognizedythat large num ers of
children 1&ving' on tax-free government reservations constituted a-
continuing oblem for some local educational agencies for which the
Federal Governient had some responsibility. E

4 : il . [ ) -
Up to and includikg-the Eighty-first Congress, many compréhensive policy
proposals were inthoduced that authorized payments to local educational .
agencies to provide" education for federally-tonnected ,children. The
House Committee on Education and Labor decided to study the matter prior ,
to approving any of the proposed permanent legislation. The Committee

i )
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held hearings and conducted.field investigatlions at which over 42
States and nearly three-fourths of federally—affected districts were

ren(esented. - re : .

The Committee found that "[w]ithout contifiued Federal help, mdre than,
1.8 million childfen in these federally-affected areas [would] not
receive normal school services....The U.S. has become an industrialist,
landlord, or a'businessman in many communities" by owning and . -using land .-
within those communities. However, since the land is ax-exempt, the
Federal Government has not! accepted "the responsibility “of the normal
citizen in a community” to meét its financial obligation to’ support
publlc schools under the ex1st1ng school finance laws of the States.
With the outbreak of the Rorean conflict in June, 1950, and the result-
ant military buildup, the Congress enacted two bjllg--Public Law 815 {on
September 23) and Public Law 874 (Septémber 30)--asif/é§v1ce for, Federal
compliance with the obligatiop of {andowners and mployers to support
public education.

@

Evidencg Gathered through the Commission's Hearings. During the course

of its ten hearings, the Commission heard from 412 witnesses represent-
ing "the 50 States and Guam, many Federal departments and agencies,
national -and regional associations, and interested persons. Official
transcripts of thode hear;ngg_é%mpr;se over 3,000 pages. Written state~
ments submitted for the rec259 total nearly the same amount., -
The task of summarizing that testimony was not a small one. Much'of the
information presented by local educational agencids regarding the nature
and extent™®f the Federal presence in their communities was irreducible
and not generaliwzed easily without sacrificing accuracy. However, the
scope and the "sense" of testimony presented cag be organized around the
following: .

1) views, on the proposal of the Education Departmenv)to'reduce mpact
Aid in fiscal yegr 1981; . vt

2) tg& tax effort made by local educational agencies to finance their
operations, including costs imposed by the Federal -Government;, 4
L3

3} Ehe nature angd extent of the burden imnosed/by the Federal presence;

==
-

4) aédltxonal Federal xmpacts for eh;ch the * Federal Government does
not compensaté local educatlonal agencies' -

,-

J
5} the need for other, 90551b1y moTe comprehen51ve payments in-~lieu oE
taxes to :eplace or supplemént Impact Aid: .
- f g
el ]

I,
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" 6) ‘revenues lost because alternatxve use cannot be made of the fecer-
ally-owned property,

‘

.

¢ 7) thé economic impact of the Federal preéehce; . N

8). the Federal obligation to compenshkte for the impact of the Federal

presence as currently covered by Public Layw 874; and

9)7Ehe special educational needs of federally-connected children.
? ]

[N
-~ [

———,
In. summary, local educational agencies expressed disbelief and grave

concern over' the Administration's proposal to reduce » impact Aid pay-

'ments, especially in light'of the fact that it is such an administfa-

tively efficient and well-justified program., The Commission was told
virtually no loss is absorbed eas#ly, and that many localities were
already taxing at their State legal limi*. Results if such a reduction
were to occur ranged from laying off teachers~-thus increasing class
size~-school closure, and reducing programs and services to refusing to
educate federally-connected children or changing district boundaries so
as to exclude a Federal imstallation. -

f 4]

Moreover, the Federal fovernmengfxmposes burdens--beyond ‘the t:aél xonS;
"revenue" and "service” burdens--tnat are not covered under Public Law
874, such as the cost of complying with such mandates as the education
of all handicapped children and the prov sxon of bilingual education.
There are costs involved with tra po ton in sparselyh populated
arégs, and in transporting special-ne children to facilities that can
agcommodate them. A military instdllatfon has greater imp%Et Heyond the
mere presence of federally-connected Yhildren, such as fthe costs of
diagnostic testing, special teachers,! and program coor inators, even
more- necessary for the child whose family is i-x:ans;.erreq;a ften, Local
educational agencies testified that the presence of uncocuréntec aliens
and refugees is the diréct result of Federal Dolxcy, yrose;eles sur-
:ourdlnc Ffederal installations are highly restricted zn their use and
ield less tax revenue. Local educational agencies testified as to

hese and other "hidden” burdefis. _\\k

Local educational agencies testified they would prefer a more comprehen-
sive payment in-lieu of taxes program, but such a concept is axffxd%lt
to v1sualxze Beyond the level of payments 't6 logal educational ageacy--
much less 60 on a national level. Nearly all local educational agencies
stressed the -(and used the term) obllgatlon that the Federal Govern-~
ment has to compensdte for burdens it zmposes. In addition, military
dependents, .Indian children, refugees and illegal aliens, and children
from low-rent- public housing all have special educational needs that
cost more. All local educational aggncies 'would prefer to be able to

* levy taxes on federally-owned land., " At best, most Jdocal educational

agencies could only* o:ovegg=ggst1maﬁes as to how much revenue would
accrue to them if alternative use were made of the land. -

s

.
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Though not within the Cofimission' s, mandate far revxew and evaluatlon,
local -educational agencies also testxfzed reaardxng Public Law 815.
Section 10 of that law provides "for the cpnstrgptxon of and repair of

¢ urgently needed schooifaci ities to house children residing on rederal
properties..." It ‘should he noted that section 10 of, Public Law 815 is
_permanent legxslatxon and is only reviewable through the appropriations
“process 1 being 356, up tntil 1967, Public Law 815 had
generally been funded fully. Since then, however, aporoprxatxons have
been 1nsuff1c1ent to satisfy all entltlements. - .Fort Bragg in North®
Citolina, alone, 12°$20 million behind in repaxrs and construction; $200
million is estimated to be necessary for repairs and construction for
all schools on Fedéral property. .

< S
cal educational agencies reiterated many times that they must use
Publxc ‘Law 874 funds for construction instead of as general operating g
revenues., Representa ives of s¥hool districts, particularly those with
military bases within their boupdaries or high Indian enrollment, have
* urged the Commission recomnend thas\:?ub11c Law 815 be funded fully.
‘e
School dxstrlcts that experience rapid increases in enrollment due td®
transfer of military employees are hard-pressed to find space to acconmr
modate students. Many present section 10 buildings were built in tné
-1950's and 1960's, and this now poses numerous problems: v
= - . ’ . !
1) they need extensive repairs; o _ N et
-

.2} they are lacking in space and modern facilities;

3) there is an increase in the number of families being placed 'in

-

. 4} children are in excess of the rated capacxty of these buildings,
leadxnc to (ay split schooling Shifts of reduced hours (morning/after-
1oon),,and (b) requiring locatxng students in World War II wooden,

—

qxlapzdated, inferior buildings. ' B ' . -

P

The only witness to testify jn favor of the Acnxnistratxon s proposal ¢

_ for reducing the Impact Axd Program was the uducab1cn Department, argu-
" ing that I%gact Aid should be¥cut becauke it overcompensates localities
that enjoy & net economic benefit from Federal installations. Based on

< Education De artment concluded Federal activities myé? be considered an-,

economic plus. Furtherr the=Bducation Department arqued that if local

educational agencies have pot been able to tax the influx of wealth such

as additional payroll and corporate profits flowing from Federal activi-

. ties, it is becaqge of’ ineffective State,and local education financing
*

the a:gunent “that communities actively seek Federal ifstallations, the [ (‘

-1
n,

-~ on-gase housing;’and //'—h* ~ e . (\\;;
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systems &and not the responsxblllty of the Federal Government. 1In
addition, the Government must consxder budgetary conséra;nts and set
priorities among educagion Drograms--Impact Aid not being high on the
list. . None of this ev;§ence was borne out, either through the hearings
or the Commission's research,

-
[

In addltlon, -the Commission heard testimony from the Departments of

State, Defense, and _Housing and Urban Development, as well as received
evidence from the Department of Justice. This testlmony and evidence
indicated that the Department of -Education was the only Department in
the Executive Branch which favors reductions in Whe Impact Aid Program,
Morever, there is substantial evidence to show that the Departments of
Zhucation and Housing and Urban Development were in disagreement about
whether low-rent public housing property should bg included as "Federal
property” ,in the Impact Aid Program. In addition, there is evxdence~¢\
that while the Education Department was recommending cuts in Impact Aid,
other off1c1als were pronlslng Impact Aid for refugees.

Research of the Commission Staff. The Commission ope:ated under the

mandate given it by the Congress; specifically, that it study: (1) the
equxty\of the present funding structure; (2) the relative benefit of
Impactd Aid assistance; and (3). the best means.of assisting federally-
impacted local educational agencies to meet educational needs.

The Plan of Study provided that fach of the questions -likely to be.
raised during the course of the Commission's work would be arranged
around these issues and would be the subject of a special study. These
special studies would then form thé basis for recommendations. Evidence
for use in those studies would Eome through in-house reskarch and the
series of hea:lngs. # -

IS

Underlying the special studles and the evidence gathered through the
hearinags were fundamental auestxons regarding the Imoact Aid Program
that, when anshered, led to the Compmission's policy regarding the
program: - € _ .

-3 r N ‘

1} What are the historical and 1ega1 prlnc1gges upon wh;ch the procram
-has been based? ~ -

’ L L3

e
2) How does the nné;ram fit lnto the general scheme for financing
public schoolsid and how should federally affected schools be financed
g& that scheme? i Y
. 1S N
3) 18-there ta net fiscal burden upon local educational agéncies:
resulting from Federal actTv1t1es° and

~
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. S g 4) at are the educational needs of. federally—connected ch1ldten and
how should those needs be'met? .

» €

In seek1ng the answers to these broad,gyestions and, as a matter of
consequence, deducing a basic policy approach toward the Impact, A1d v
: ) Program, it was ‘determined that findings and recomggndatzons could ‘be ! .
* [feached best through answering questions specifically geared toward the
Impact Aid Program that have been raised by its supporters and detrac-
‘ tors. These-basic pol1cy quesé%gns were as follows:

1) Should the Impact Aid Progféﬁrbe continued? .

\\‘//0) Should there be basic changes in the Impact Aig'Programfl

3) How should the term "Federal proberty" be défined? . .
> - )

.4) wWhat is the obligation of the Federal Governmeng/;1th respect to

. \ the education of children connected w1th Federal property?

5) 8Should local educatzonal agenc1es/£;ucft1ng chlldren in attendance
at public schools by reason of Federal law or activities be compensat-
ed therefor° < . '

% S
.

6) wWhich local edpcat1onal agencies should be el1glble for. Impact Aid - °

[ ) payments? . . - . . L,
. 7) What -should be the amoﬁnt‘of compensation?

’ 8) How should funds be allocated among local &ducational agencies when

. . appropr1at1ons are insufficient to satzsfy ail entitlements?
= - ¢ , ' ~
LRy 9) Sh§gld the States take Impact, Aid payments into consideration in.
N their State aid,programs? -
° %
b All of these issues were raised in research' and through the hearings.

At the Commission's Ninth Meeting on January 29 and 30, 1981, final
findings and recommendations, regarding each of these questions were
adopted in substance, pend;pg f1na1 approval.

. In opposition to the program, the following contentions were advanced:

® d?w the Impact Aid Program overpays local educatzonal agencies, in
hat entitlements are greater than the Einancial burden placed upon

them by Federal activities; . %&

. Ay 2 .
(2) in most instance the economic benefits of Feferal activi

*+ localities compensate for the burdep placed upon them by those/activi~
ties; and
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(3) if those benefits are not available £ local educational agenciesp
‘ it is the résult of ineffective State and 1oca1 educational financing
systems. -
! *
Congress did not place the questlon of the adequacy of school f1nance ! -
laws within the scope of oyr nandate.
Regarding” the contengkons that the entitlements overcompensate for |,
Pederal burden and the economic benefits from Pederal activities, the ™
¢ Comm1531on conducted hear1ngs and regearch to determine their validity.
The origlnal premises upon which the program was based were-examlned-
¢ .

. .
{1) that Pederal 1mmunlty from State and local takation depr1ves local
educational' agenc1es of necessary revenues; ‘

[

(3) that, under the'laws of the States, the owners and users of real
property have an obligation to support public educat%gy; and

(3) that the Federal Government should agsist local edugatlonal‘
agencies in prov1d1ng .education for federally;Eonnected chlldren.

,The law :egardlng Federal 1mmunity from State and &ocal taxation, undgr
.- . the supremacy Clause of the Constitution, has been reviewed and, even
o though finer .distinctions have been drawn, allowing more taxation of e
~private interests /in PFederal property, the doctrine of immunity still
» stands and deprives local educational agencies.of revenues, A factor in
11m1ting the broad coverage of that doctrine hag been a rec nition, on
the part of the courts, that Pederal immunity must be baldnced againstg
- the need of local governments for revenues. Even though there is a
considerable body of oplnion that such balancing should bk carried out
\; through the political branches of the Government, the Supreme Court has
- recently decided that there is a limit on the power rof the Federal
: Government when the federal system of government is threatened by the
exercise of otherwise valid powersAéi the National Government. When
- that " limit has been exceeded and th® Congress has not protected the
interests of the States and their subdivisions, the courts have imposed
the limitation. The Impact Aid Program is one means by which the Con-
gress may pbrotect the States and their subdivisiofs from the otherwise

valid exercise of power by the Federal Government. =
N
L3 g *
+ . Theré have been significant changes in State laws regarding school
(/_ .  finance, with a trend .toward a greater share of the cost of education

. and less reliance upon real property taxes for the support of eddcation.
" These changes, however, have not been so substantial as to change great-
ly the patterns in school finance into which Impact Aid was designed to
fit or as to merit substantial alt ation of the program as it relates
to the financing of public schools,

%
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. Puollc Law 874.

. - : .
. s -t N ’u -
, D e a

The Federal Government has a long-standing interest in the education of
federally~-connected, children and has, over the year's, recognlzed an

obligation for their education., On the basis of that: interest and -

obligation, the Federal Government should assist local gbvernments which
provide education for those children, in that the cost of their educa-
. tion constitutes' a burden on those local educatlonal agencies,
*

There is no evidence to support the contention that there are net fisca
benefits to local educational agencies arising from Federal activities.
On the contrary, in the case studies conducted by the Commission, the
net fiscal burden is generally commensurate with the amounts' to which
the local educational agencies studied arefentitled under section 3 of

.

’ A]
From this evidence the eomm1551on has concluded that: under the federal

system of government, there is zn obligation on the part of the Federal
Government to mitigate the adverse effects of Federal act1v1t1es on

local educational agencies and:that, even bhough other means of doing so -
may be possible, a program 51m11ar to that authdrized by Public Law 874

‘is necessﬁry. . . . ~ k

g .
RECOMMENDATIONS OF THE COMMISSIGON

-

- The Commission on the Review of the Federkl Impact Aid Program, under

'~1ts manaate given by the Congress, is requlred to review and evaluate
“ the adminlstratlon and operation of the program authorized .by Public Law

I. SHOULD THE IMPACT AID PROGRAM BE CONTINUED?

874, Elghty-flrstsConqresS and réport on that review- and evaluation to
the Congress. That report.is to include such recommendations as the
Commission deems appropriate, The recémmendations of the Commis{ion are
as follows: '

s

t =

THE COMMISSION, HAVIEG GATHERED EVIDENCE ON THE ADMINISTRATION ANﬁ
OPERATION OF THE IMPACT AID PROGRAM, HAVING EVALUATED AND ASSESSED-THAT
EVIDENCE, AND HAVING MADE POLICY FINDINGS BASED ON THAT EVIDENCE, MAKES
SUCH RECOMMENDATIONS AS DO FOLLOW IN THIS CHAPTER.

lli» d

&

LY

The Commissionr recommends ~- N
L] - »

. ' LY . -
THAT THE IMPACT AID PROGRAM AUTHORIZED BY“PUBLIC LAW 874, EIGHTY-FIRST
CONGRESS, BE CONTINUED.” .

El
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«II. SHOULD THERE BE BASIC CHANGES IN THE IMPACT AID PROGRAM? v
, ) ?
The Commission recommends, ~= . s
; R )
\\»

i k4

LI

)

A. ADEQUATE #EVEL OF EDUCATION FOR FEDERALLY-CONNECTED CHILDREN

(1) THAT PUBLIC LAW 874, .EIGHTY-FIRST CONGRESS, BE MODIFIED TO STATE

THAT THE FEDERAL GOVERNMENT HAS AN OBLIGATION WITH RESPECT TO THE “
/

EDUCATION OF FEDERALLY~CONNECTED- CHILDREN; AND .
(2) THAT THE OBLIGATION OF THE FEDERAL GOVERNMENT WITH RESPECT TO:.THE
“EDUCATION OF FEDERALLY-CONNECTED CHILDREN BE TAKEN INTO CONSIDERAfION

IN DETERMINING THE AMQUNTS TO WHICH LOCAL EDUCATIONAL AGENCIES ARE .

UBLIC LAW 874 BY USING AN ADEQUATE LEVEL OF EDUCATION

] *

ENTITLED UNDER*;
AS A STANDARD.~ ~.r”
r

B. DETERMINATION OF THE NET FISCAL BURDEN PLACED UPON LOCAL EDUCATIONAL
TO DETER~ -

AGENCIES BY FEDERAL AC'egITlES
(1) "FHAT THE EDUCATION DEPARTMENT DEVELOP AND USE A ME
MINE, ON AN OBJECTIVE BASIS, ‘THE NET FISCAL BURDEN PLACE UPON LOCAL
EDUCATIONAL AGENCIES BY FEDERAL ACTIVITIES; AND
(2) THAT PUBLIC LAW 874 BE MODIFIED SO THAT THE AMOUNTS TO WHTCH LOCAL
EDUCATIONAL AGENCIES ENTITLED CAN BE, ADJUSTED IN CASES WHERE..THE
NET FISCAL BURDEN PACED UPON LOCAL EDUCATIONAL' AGENCIES VARIES

FROM THAT TO WHICH THOSE LOCAL EDUCATIONAL AGENCIES "

Iy
SUBSTANTIALLY
WOULP OTHERWISE BE ENTITLED UNDER THAT LAW.

7
- I3

III, HOW SHOULD THE TERM "FEDERAL PROPERTY" BE DEFINED?
\

AN

. “
\‘
BE DEFINED AS ANY REAL PROPERTY IN ANY

The Commisgion recommends --
& * 1.
STATE WHICH IS NOT SUBJECT TO TAXATION BY THAT STATE OR ANY POLITICAL

‘ s
THAT THE TERM "FEDERAL PROPERTY"
SUBDIVISION THEREOF BY REASON\OF FEDERAL LAW. .
- v
essary to

-

the amount n

¥

*/ For the purposes of this recommendation,
provide an adequate level of education is defined as "the greater of
the State average per-pupil expenalture or the national average

per-pupil expenditure.”

A
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. IV. WHAT IS THE OBLIGATION OF THE FEDERAL GOVERNMENT WITH RESPECT TO THE

~

EDUCATION OF CHILDREN CONNECTER WITH FEDERAL PROPERTY? -

’

R F] 5 . é
The Commisaicn recommends -= i . . .

-~

(1) THAT THE FEDERAL GOVERNMENI EXPRESSLY RECOGNIZE ITS OBLIGATION TO
PROVIDE AN AREQUATE &EVEL OF EDUCATION FOR CHILDREN RESIDING ON ‘
FEDERAL PROPERTY OR RESIDING WITH A PARENT WORKING ON FEDERAL PROPERTY ..
BY AMENDING' THE LAW DECLARING SUCH AN OBLIGATION, AND THAT THE FEDERAL
GOVERNMENT HAS A SPECTAL OBLIGATION WITH RESPECT TO CHILDREN WHO BOTH
RESIDE ON/AND RESIDE WITH A PARENT EMPLOYED ON FEDERAL PROPERTY;
/
(2) - *
(a) THE CONGRESS.RECOGNIZE THAT THE UNITED STATES HAS A SPECIAL
AND UNIQUE OBLIGATION WITH SPECT TO THE EDUCATION OF INDIAN
. CHILDREN WHICH ARISES FROM TREATIES BETWEEN THE UNITED STATES AND
- INDIAN TRIBES AND THAT THE IMPACT AID PROGRAM IS ONE OF SEVERAL
MEANS BY. WHICH THE UNITED STATES CAN, IN PART, SATISFY THAT
OBLIGATION: - ¢
. (b) THE EDUCATION OF INDIAN CHILDREN ,BE AVAILABLE IN SUCH A FORM
AND IN SUCH A MANNER AS WILL ENABLE THEM BOTH TO PERPETUATE THEIR _
EXISTENCE AS INDIAN PEOPLE AND TO NCTION "EFFECTIVELY IN THE
MAJORITY SOCIETY AND THAT DECISIONS ARDING THE CONDUCT OF THEIR
~ EDUCATION SHOULD BE MADE BY THEIR PARENTS AND THE TRIBES OF WHICH
<‘THEY ARE MEMBERS; AND D7

(c) TO THE EXTENT THAT THE EDUCATION OF INDIAN CHILDREN IS CARRIED
OUT THROUGH LOCAL EDUCATIONAL AGENCIES, AS DETERMINED BY THEIR

PARENTS THE TRIBES OF WHICH THEY ARE MEMBERS, THESE CHILDREN *

SHOULD HA HE FULL RIGHTS OF CITIZENS UNDER THE EDUCATION-LAWS ——
OF THE STATES, AS WELL AS -THE BENEFITS WHICH ACCRUE TO THEM UNDER
THE TREATIES OF THE UNITED STATES, AND THAT THE IMPACT AID PROGRAM
BE SPECIFICALLY DESIGNED TO ACCOMMODATE THOSE RIGHTS: AND PROVIDE,
IN.PART, THOSE BENEFITS;

. (3) THAT THE LAW MAKE PROVISIONS FOR,INSURING THAT LOCAL EDUCATION

. AGENCIES' WETH  HEAVILY IMPACTED SCHOOL DISTRICTS MAINTAIN THEIR

OF 'EDUCATION SERVICES; : )

(4) i!'I.‘HAT THE FEDERAL‘ OBLIGATION BE IMPLEMENTED BY PROVIDING THAT LOCAL

.- EDUCATIONAL - AGENCIES BE COMPENSATED AT THE RATE oF PAYIN%HALF THE

LOCAL SHARE OF THE COST OF EDUCATION PER CHILD FOR EACH CHILD RESIDING -~
_.ON FEDERAL BROPERTY AND HALF OF THE LOCAL SHARE FOR THOSE WHOSE
PARENTS ARE EMPLOYED THEREON;. - . '

" (5) THAT FEDERALLY-OPERATED SCHOOLS BE MAINTAINED AS THEY, PRESENTLY

EXIST.
- o

-

.-
~I
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V. SHOULD LOCAL EDUCATIONAL AGENCIES EDUCATING CHILDREN IN ATTENDANCE AT
. PUBLIC SCHOOLS BY REASON OF FEDERAL LAW OR ACTIVITIES BE COMPENSATED
THEREFOR?

The Commission recommends -- . - .
— i . \
(1) THAT - * ¢

#la) .THE LAW BE MODIFIED TO PROVIDE FOR SPECIAL PROVISION FOR
A ) PAYMENTS TO LOCAL ERUCATIONAL AGENCIES FOR THE EDUCATION OF
CHILDREN-OF DOCU@N'I‘ED IENS (REFUGEES) ; .
(b) SINCE THE FULL SCOPE AND NATURE OF THE' PROBLEMS OF PROVIDING
THOSE CHILDREN WITH ADEQUATE EDUCATIONAL SERVICES IS NOT YET
KNOWN, SUCH MODIFICATION BE IMMEDIATE, BUT OF A TEMPORARY NATURE
AND PROVIDE THAT ANY LOCAL EDUCATIONAL AGENCY PROVIDING FREE
PUBLIC EDUCATION EOR AT LEAST TEN SUCH CHILDREN DURING THE FIRST
TWO YEARS AFTER THEIR ENTRY BE COMPENSATED FOR THE COST OF THAT

EDUCATION;

© v’

L]

<

(c)

TgE CONGRESS EXAMINE THOSE PROB%EMS IN ORDER TO DETERMINE
THEIR NATURE- AND SCQPE AND DEVELOP A MEANS OF SOLVING THEM;

(2) THAT, SINCE THE LEGAL OBLIGATIONS OF THE STATES WITH RESPECT TO
THE EDUCATION OF UNDOCUMENTED ALIENS ARE NOT YET DETERMINED AND THE
DEGREE TO.WHICH THE PROVISION OF, THAT EDUCATION IS A RESPONSIBILITY OF
THE STATES HAS NOT YET BEEN DETERMINED AND CAN BE DETERMINED ONLY WITH
. FURTHER ' STUDY, THE CONGRESS CONDUCT A THOROUGH EXAMINATION OF THESE
PROBLEMS IN ORDER TO DETERMINE THEIR NATURE AND SCOPE AND DEVELOP A
MEANS OF SOLVING THEM; AND ‘ .

. 5 -
(3) THAT, SINCE THE cos'rs INCURRED BY LOCAL EDUCATIONAL AGENCIES 1IN
. COMPLYING WITH FEDERAL LAWS AND REGULATIONS REGARDING EQUALITY OF
EDUCATIONAL OPPORTUNITY INVOLVE MANY ISSUES BEYOND THE SCOPE OF THE
‘MANDATE OF THE COMMISSION, THE CONGRESS 'EXPLORE THE FEASIBILITY OF

. CONDUCTING SUCH A STUDY. . .- )

L . *

. * - - a

VI. WHICH LOCAL EDUCATIONAL AGENCIES SHOULD BE ELIGIBLE FOR IMPACT AID
¢ e PAYMENTS? * : “ .
- 2 - - - ' . F) .
-~ ' The Commission recommends =< ) ' -
THAT THE ELIGIBLITY REQUIREMENTS BE RETAINED AS THEY EXIS'I’ IN CURRENT
LAW.
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L (e) THE LOCAL SHARE OF THE COST .OF EDUCATION FOR ANY LOCAL EDUCA-

, . . -xxii=-

”

2

VII. WHAT SHOULD BE THE AMOUNT OF COMPENSATION? — . -

The'Commissiog recommends -=- - .
. : -

(i) THAT, PENDING THE DEVELOPMENT OF A METHOD OF DETERMINING A MORE

PRECISE MEASURE OF THE FEDERAL BURDEN PLACED UPON LOCAL EDUCATIONAL

AGENCIES, THE AMOUNT OF“ COMPENSATION TO WHICH LOCAL EDUCATIONAL

AGENCIES+ ARE ENTITLED BE COMPUTED, WITH RESPECT TO GHILDREN CONNECTED

WITH \FEDERAL PROPERTY, AS FOLLOWS :

*

(a) LOCAL EDUCATIONAL AGENCIES, WOULD BE COMPENSATED ON THE BASIS OF '

K "FEDERAL CONTRIBUTION RATE" (FCRY , FOR EACH SUCH CHILD IN ATTEND-

ANCE AT ITS SCHOOLS.
s © se

-,

(b) EACH LOCAL EDUCATIONAL AGENCY WOULD BE ENTITLED TO A PAYMENT FOR

EACH CHILD RESIDING ON FEDERAL PROPERTY EQUAL TO 50 PERCENT OF THE

FCR . - L, —_—

a

(c) EACH LOCAL EDUCATIONAL AGENCY WOULD BE ENTITLED TO A PAYMENT fﬁk -

EACH CHILD RESIDING WITH A PARENT EMPLOXED ON FEDERAL PROPERTY EQ

TO 50 PERCENT OF THE FCR. s .

. (d) THE FCR FOR ANY LOCAL EDUCATIONAL AGENCY WOULD BE EQUAL
LOCAL SHARE PER CHILD OF THE COST OF EDUCATION FOR THAT [AGENCY.

TIONAL AGENCY WOULD BE EQUAL TO THE DIFFERENCE BETWEEN (1) THE

AMOUNT DETERMINED: TO BE NECESSARY TO PROVIDE AN ADEQUATE LEVEL OF. .

EDUCATION PER CHILD IN THE SCHOOLS OF THAT AGENCY AND (2) THE
CONTRIBUTION PER CHILD BY THE STATE IN WHICH THAT AGENCY IS LOCATED
FOR THE MAINTENANCE AND OPERATION OF ITS SCHOOLS . -
(f) THE FCR FOR ANY LOCAL EDUCATIONAL AGENCY WOULD NOT BE LESS THAN

50 PERCENT OF THE AVERAGE PER~PUPIL EXPENDITURE IN THE STATE IN
WHICH IT IS LOCATED, ’

.
- *

tg) THE AMOUNT NECESSARY TO PROVIDE AN ADEQUATE LEVEL OF EDUCATION
PER CHILD IN THE SCHOOLS OF A LOCAL EDUCATIONAL AGENCY WOULD BE THE
GREATER OF ‘THE STATE AVERAGE PER-PUPIL EXPENDITURE OR THE NATIONAL
KAVERAGE PER-PUPIL EXPENDITURE. .

(2)° THAT,. IN CASES WHERE THE EHILDREN RESIDING ON, OR WHERE THE
CHILDREN OF. PARENTS EMPLOYED ON,; FEDERAL PROPERTY HAVE EDUCATIONAL
'NEEDS WHICH ARE SO SUBSTANTIALLY DIFFERENT FROM THE GENERAL EDUCATION-
AL NEEDS OF CHILDREN IN THE STATE OR IN THE NATION AS TO REQUIRE AN
EXPENDITURE OF GREATER THAN THE AVERAGE PER-PUPIL EXPENDITURE IN ORDER
TO MEET THOSE NEEDS, PROVISION BE MADE FOR ADJUSTING THE AMOUNT
NECESSARY THEREFOR AKCCORDINGLY;

£
)
oo
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(3) THE\T" " S o . ;

.
a 4

(a) IN.A CASE WHERE THE EXTENT OF FEDERAL PROPERTY IS SO GREAT AS
TO IMPAIR THE ABILITY OF A LOCAL EDUCATIONAL AGENCY TO PROVIDE AN
ADEQUATE LEVEL OF EDUCATION FOR THE CHILDREN IN ATTENDANCE AT ITS
. SCHOOLS UNDER THE LAWS OF THE STATE, THE AMOUNT OF THE ENTITLEMENT
e , OF THAT AGENCY BE DETERMINED IN ACCORDANCE WITH CRITERIA DESIGNED
. TO INSURE THAT SUFFICIENT FUNDS.ARE AVAILABLE TO ENABLE SUCH
AGENCY TO PROVIDE SUCH A LEVEL OF EDUCATION FOR THOSE CHILDREN;

AND ® {

(9 t
(b) IF THE AREA OZ FEDERAL PROPERTY IN THE SCHOOL DISTRICT OF A
LOCAL EDUCATIONAL AGENCY CONSTITUTES AT LEAST TEN PERCENT OF THE
TOTAL AREA OF SUCH DISTRICT, AND IF THAT PROPERTY HAS BEEN SUBJECT
TO STATE AND' LOCAL TAXATION AND HAS BEEN EXEMPTED FROM STATE OR
LOCAL TAXATION BY FEDERAL ACQUISITION OR OPERATION OF FEDERAL LAW,
A REBUTTABLE PRESUMPTION SHALL LIE IN FAVOR OF A DETERMINATION
THAT THE ABILITY OF THAT AGENCY TO PROVIDE AN ADEQUATE LEVEL OF
EDUCATION IS IMPAIRED;

(4) THAT - R

ATTENDANCE AT THE SCHOOL OF A LOCAL EDUCATIONAL AGENCY CONSTITUTES
SUCH A HIGH PERCENTAGE OF 'THE TOTAL NUMBER OF CHILDREN IN ATTEND-
ANCE AT ITS SCHOOLS THAT THE AMOUNT TO WEICH THAT AGENCY WOULD BE
ENTITLED UNDER RECOMMENDATION (1) WOULD BE INSUFFICIENT TO PROVIDE.
AN ADEQUATE LEVEL OF EDUCATION FOR THOSE CHILDREN, THE AMOUNT OF
THE ENTITLEMENT FOR THAT AGENCY BE DETERMINED IN ACCORDANCE WITH
CRITERIA DESIGNED TO INSURE THAT SUFFICIENT FUNDS ARE AVATLABLE TO
ENABLE SUCH AGENCY TO PROVIDE SUCH A LEVEL OF EDUCATION FOR THOSE

N  CHILDREN; AND -

IF  THE—NUMBER OF CHILDREN WHO RESIDE ON, AND RESIDE WITH A
T EMPLOYED ON, FEDERAL PROPERTY ("A" CHILDREN) IN ATTENDANCE
SHE SCHOOLS OF A.'LOCAL EDUCATIONAL AGENCY CONSTITUTES AT LEAST
24 PERCENT OF THE TOTAL NUMBER OF CHILDREN IN SUCH SCHOOLS, OR IF
. THE NUMBER OF FEDERALLY-CONNECTED CHILDREN IN SUCH SCHOOLS - CON-
STITUTES AT LEAST 25 PERCENT OF SUCH TOTAL NUMBER (COONTING "B",

CHILDREN AS ONE-HALF), THAT AGENCY SHALL BE DEEMED TO HAVE SUCH A

HIGH PERCENTAGE OF FEDERALLY~-CONNECTED CHILDREN THAT ITS ENTITLE- -

MENT.IS INSUFEICIENT; :

s

(57 THAT THERE BE PROCEDURES FOR MAKING DETERMINATIONS CONCERNING THE
AMOUNTS AVAILABLE TO LOCAL EDUCATIONAL AGENCIES RELATING TO THE
ADEQUACY OP{THE”LEVEL OF EDUCATION AND THEIR.ENTITLEMENTS BE ESTAB-
LISHED SO AS TO INSURE PRQPER ADMINISTRATIVE AND JUDICIAL REVIEW
THEREOF; AND - : . —

o
~

€

. .
(a) IN A CASE WHERE THE NUMBER OF FEDERALLY~CONNECTED CHILDREN IN

=

:‘IN
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- (6) THAT THE ENTITLEMEEI‘ OF EACE LOCAL EDUCATIONAL AGENCY BE REDUCED
BY . AN AMOUNT EQUAL TO THE AMOUNT ¥HAT IT RECEIVES IN PAYMENTS FROM
TAXABLE LEASEHOLD INTERESTS IN FEDERAL PROPERTY AND FROM PAYMENTS
IN-LIEU OF TAXES FROM THE FEDERAL GOVERNMENT.

L4
.

VIII. HOW SHOULD FUNDS BE ALLOCATED AMONG LOCAL EDUCATIONAL AGENCIES
WHEN APPROPRIATIONS ARE INSUFFICIENT TO SATISFY ALL ENTITLEMENTS?
. 3

- The Commission recommends == ,
(1) THAT ALL ENTITLEMENTS UNDER THE IMPACT AID PROGRAM BE FUNDED
FULLY; AND =

(2) THAT .

{a) SHQYLD CIRGUMSTANCES PROHIBIT FULL FUNDING OF ALL ENTITLEMENTS ,
FOR ANY FISCAL YEAR, THEN THOSE LOCAL EDUCATIONAL AGENCIES WITH
HEAVILY IMPACTED SCHOOL DISTRICTS BE GUARANTEED PAYMENT OF FULL,
ENTITLEMENTS FOR THAT YEAR, AND THE REMAINDER OF THE LQCAL EDUCA=-

- TIONAL AGENCIES BE PAID A PORTION OF THEIR ENTITLEMENTS ON A PRO ~
RATA BASIS, AND* . i . '
(b) FOR THE PURPOSES OF THIS SECTION, THE TERM "HEAVILY IMPACTED

- SCHOOL' DISTRICTS" BE DEFINED AS THOSE LOCAL EDUCATIONAL AGENCIES
. WHICH HAVE BEEN DETERMINED EITHER (1) TO HAVE SCHOOL DISTRICTS IN

» WHICH THE EXTENT OF FEDERAL PROPERTY IS SO SUBSTANTIAL AS TO

' IMPAIR THE ABILITY OF THOSE AGENCIES TO PROVIDE AN ADEQUATE LEVEL

OF EDUCATION FOR THE CHILDREN IN ATTENDANCE AT THEIR SCHOOLS, OR
(2) TO HAVE IN_ATTENDANCE AT THEIR SCHOOLS A PERCENTAGE OF

FEDERALLY-CONNECTED CHILDREN WHICH IS SO HIGH THAT FAILURE TO PAY

THE FULL ENTITLEMENT WOULD RESULT IN- THE CLOSURE OF THEIR SCHOOLS

OR SUBSTANTIAL REDUCTIONS IN THE LEVEL OF EDUCATION OFFERED TO THE

\ CHILDREN IN ATTENDANCE:AT THEIR SCHOOLS. (FOR THE PURPOSES OF .
. THIS RECOMMENDATION, HEAVILY IMPACTED SCHOOL DISTRICTS ARE THOSE
PITTING WITHIN THE DETERMINATION MADE UNDER' RECOMMENDATIONS 3 AND
. (X 4 OF SECTION VII). -

~ / t
‘IX. SHOULD THE STATES TAKE IMPACT AID PAYMENTS INTO CONSIDERATION IN
THEIR STATE AID PROGRAMS? "

The Commission-recommends .~- .

' (1) THAT THE PROHIBITION AGAINST TAKING IMPACT AID PAYMENTS INTO
CONSIDERATION IN STATE ALD TO LOCAL EDUCATIONAL AGENCIES BE CONTINUED;
THAT THE STATES MAY NOT REQUIRE NOR MAY A LOCAL EDUCATIONAL AGENCY _
g\CREE THAT LOCAL EDUCATIONAL AGENCIES SPEND IMPACT AID FUNDS FOR ANY'

3

b
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STATE PURPOSE OR CONSIDER SUCH AN AMOUNT OF LOCAL-FUNDS FOR A STATE

PURPOSE, BASED UPON THE -AMOUNT OF AN IMPACT AID PAYMENT TO LOCAL

EDUCATIONAL AGENCIES; AND THAT GENERAL PURPQSE UNITS OF GOVERNMENT

SHOULD ALSO BE PRE’VENTED FROM DIVERTING IMPACT AID PAYMEX\?TS FROM
men DEPENDENT SCHOOL DISTRICTS,

(2) THAT, NOIWITHSTAﬁDING FHE PROHIBITION IN RECQMMENDATION (1),

- STATES WHICH HAVE IN EFFECT PLANS OF STATE AID TO LOCAL EDUCATIONAL
AGENCIES WHICH ARE DESIGNED O EQUALIZE, AND HAVE THE EFFECT OF
EQUALIZING, AVERAGE PER-PUPIL EXPENDITURES AMONG SUCH AGENCIES, ARE TO
BE PERMI'I'I‘ED TO TARKE IMPACT AID PAYMENTS INTO CONSIDERATION IN DETER-
MI’QING THE AMOUN'F OF STATE AID TO AN AGENCY RECEIVING SUCH PAYMENTS
IF '-=

[~d
(a) THE DIS??&RITY IN AVERAGE PER-PUPIL EXPENDITURES BY THE LOCAL
- EDUCATIONAL AGENCY HAVING THE HIGHEST AVERAGE PER-PUPIL EXPENDITURE
. IN THE,LSTATE DOES NOT EXCEED 110 PERCENT OF THAT HAVING THE LOWEST
. AVERAGE PER-PUPIL EXPENDITURE IN THE STATE; . %* .
y . {b) THE AVERAGE PER-PUPIL EXPENDITURE IN THE STATE AT LEAST EQUALS
- THE AVERAGE PER-PUPIL EXPENDITURE IN THE NATION;
. (¢} TEBE EFFECT OF TAKING IMPACT AID PAYMENTS INTO CONSIDERATION v
* #OULD NOT BE TO REDUCE THE AVERAGE PER-PUPIL EXPENDITURE BY THE .

LOCAL EDUCATIONAL AGENCY TO A LEVEL LOWER THAN THE STATE AVERAGE
PER<PUPIL EXPENDITURE, AND . -

(d) " THE AMOUNT OF SUCH PAYMENT TAKEN INTO CONSIDERATION MAY NOT
. EXCEED 50 PERCENT THEREOF,

(3) THAT IN DETERMINING THE LOCAL EDUCATIONAL AGENCY HAVING THE
HIGHEST AVERAGE PER-PUPIL EXPENDITURE IN A STATE, WM%:%
. AL AGENCY, WHICH (BECAUSE OF UNUSUAL CIRCUMSTANCES) HAS AN UNUSUALLY E
"HIGH AVERAGE PER-PUPIL EXPENDITURE, MAY BE EXCLUDED, EXCEPT THAT THE ,
NUMBER OF LOCAL EDUCATIONAL AGENCIES SO EXCLUDED <IN ANY STATE MAY z;f
‘- HAVE, IN THE AGGREGATE, AN AVERAGE- DAILY MEMBERSHIP EXCEEDING
PERCENT OF THE AVERAGE DAILY MEMBERSHIP OF ALL THE LOCAL EDUCATIONAL
AGENCIES IN THE STATE; AND ‘

(4) THAT THE PAYMENT TO=ANY LOCAL EDUCATIONAL AGENCY HAVING A HEAVILY
-IMPACTED SCHOOL DISTRICT SHELL NOT BE TAKEN INTO CONSIDERATION.

L4
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INTRODUCTION ' . ..
” - . B s
The Commission -oﬁ\ the Review of the Pederal Impact Aid Program was —
established pursuant to section 1015 of the Eduzation Amendments of 1978 -

(Publicd Law 95-561) which was enacted HNovember 1, 1978. _The law pro-
vided for a Commission, having ten members ‘appointed by the President,
charged with the mandate that it review amdl evaluate the administration
and operation of the program authorized by Public*Law 874, Eighty-first
Congress, commonly known as tfie "Impact Aid Program.” ’ -

4

Spevifically included in that mandate Was the requi}ement “that the
review and evaluation emphasize a consideration Gf -—- . - \
. ’ ' : ¢ : y
— (1) the equity of the present funding “structure of public
an 874' & -

¥

B {2) the relative benefit of ass nce for impact aid under
N Public Law 874 in view ofé%gtﬂizc:easing costs of the
program and the limitation on.the dvailability of funds, - .
and - . :

A . *wifi: ) - :
(3) the ways -in which districts of local educational agen-
cies which are [Pederally“impacted can best be assisted in

meeting their edukational needs. 1 \j
* > l — - .

As originally enacted, section 1015 required .that the Compisgion tprepare

_;’; and submit, no§ later than Decembér 1, 1979, to the president and the
Congress, "a réport on its review and evaluation, together with such
1 recommendations as the Commission deems appropriate. Such recommenda-
tions are to iinclude recommendations for legislation relating to the
authorization Eor,fénd funding of, the Impact aid Program. Subsequent

totheenactment—f Public Law 95-561, the Congress enacted Public Law - v
96-46, which extended the time for the study 'and set the new reporting
date on December* 1, 1980, and Public Law 96-374, extended the reporting
date to September }, 1981. -
e members of the Commission were appointed- by the President and, the
Commission began-its work on August 15, 1979. The memb®rs so appointed
ate as follows: s ’ . .
. ’ . ) i o’ o ) -
' Charlie ﬁkins. of Elizabeth%own, EKentucky, superintendent of the
Hardin County Schools and State chairman of the Rentucky Impact Aid
8chodls brganizatigg; . . ST .

PolIy'Baag-Bérragan{ & Colorado State senator who gerves on the board
. of directors: of the WNational Mexican-American Legal DbDefense and
. Educational Pund and the National Housing Assistance Council;

Edward C. Bolstad, of Minneapolis, executive secretary of the Minné-
sota Federation of Teachers; .

”
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Robert L. Chisholm, superintendent of schools forl tﬁe (ﬂover Park, —
School District in Tacoma, Washington, and a -member] of the board o%
.directors of the Northwest Regional Education Labor:a ory;l. .
Anselm G. Davis, Jr., assistant superintendent of the Window Rock
School District Nos 8 in Port Defiarce, Arizona, a er educa-
"tion specialist with the Bureau of Indian Affairs; T

“Franklin L. Lewis, a member of the Nebraska State Legislature and
former chairman of its Education @ommittee who ‘has been a classroom
teacher; . ¢

e
Prank J. Hacchiarola, chancellor of the New York City Public Schools
and a former professor of political ‘science; .
¢ Barbara Roberts Mason, an éxecutive dzrectora of the Michigan Educa-
tion Association, président of the Michigan State Board of Education,
and former speech therapist;

Harold E. Rogers, Jr., a San Francisco attorney speciaglizing in the
field of municipal law and finance (Chairman, designated by the
President); _ .

w Virginia ﬁ red Stacey,.-of San Antonio, Texas, a teacher in ghe
Lackland - In ndent School District and 1978~79 State president of
the Texas ' State Teachers Associatlon (Vice Chair, selected by the
Commission). * : :
The Commission held ten husiness meetings and ten hearings, as well as .
conducted in-house research. On the basis of study gompleted by January
9, 1981, the Commission foiind that sufficient information had been
gathered and analyses finished to merit the submission of a report
o, the areas.,of the study so nearly completed as to support recem-—
mendations. The areas of the study which were not s0 complete are as

follows: . . .

. - .

(1) a comparison of the relative benefits of Title I of the Elementary

and Secondary Education Act of 1965 with thgse -of payments based on

entitlements undér the Impact Aid Program which arise from losg-rent
- bublic housing property,

..
{(2) the study of the impact of ;Federal policies and activities (other
than those which are connected with Pederal property) on local educa—

t}q\al agencies; . ) - ’

-

. T

(3} the relationship between Impact Aid payments and. St%e programs of
financing public education; and £

-

(4) the disaster relief provisions of existing law,

N L
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"which arise from numerous cross-references.
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The,Commission}acknowledges that this report is loné on theoretical
analysis and short on statistical data. The approach taken was dgiigned

to p?oqidefaftheoretical'framework for the program based solely updn the
premises upon which the program was originally founded and an examina-
tion of the present validity of those’ premises. The Commission is
cognizant of the fact that each facet of the program has deep~running
political implications which can be examined only with the use of
statistical and other data which either support, or illustrate the
implications of, the recommendations made herein. Those data available
which give a contextual statement for this report are included. Those
illustrating the effect of the recommendations, swere they_enacted, 'are
not available because of limited funds for automatic data processing.

The Commission believes that having recommendations based on theory is 5
of value to the Congress, in that variances from the theoretical frame- E
work of the recommendations, based upon _their pblIEIcal implications,
can be adopted as conscious decisions to depart from theory or any basis
the Congress determines to be valid. Data relating to these decisions
would be available if the Congress requires them.-

Statistical and other data are, within funding capacity of the Commis-
sion, to be available so that policy makers can make their decisions
based on a factual statement as to what ought to be the case under pure
theory of that which is, on other grounds, also valid ground for making

o

‘ policy. - -—

As a matter of format, this report has five chapters, the first three of
which are designed to be considered separately from the others while the
last two chapters rest upon the previous three, Therefore, material is
repeated rather  than referred to by cross reference., The additional : .
space used in repetitions is more than justified by the difficulties

w
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FEDERAL IMPACT AID pxcéxnu
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1) FIRST MEETING: ‘September 28-29, 1979, Washingten, D.C. ‘
Adminstration of oaths of office for Commission mbers; organiza-
. tion of the Commission; discussion and determinationQf the means by
which the charge of the Commission is €o be implemented.
-F H

2) SECOND MEETING: December 14, 1979 cnicago, Illinois ¢ .

i

Yy Commission considered a Plan-<of Study " ‘for its evaluatibn and
review of Impact Aid, and determined the dates, s;tes, and purposes
‘of subsequent meetings of the Commission, 5 ) .

3) THIRD MEETING: April 22, 1980, San Francisco,'California "

i Commission considered a staff repon ‘adopted the Interim Report,
with the undgrstanding that Supp¥dmental Documentation for the
. . Interim Report would be consideréed &t the Fourth Meeting.,

. 2 ) . ”
4) FOURTH MEETING: HMay 1, 15980, Montgomery, Alabafia
- i - )
Commission considéred a staff report previously submitted by the
Commission staff, and agreed to submit a revised staff Feport as the
Supplemental Documentation for the Interim Report td the Congress.

2

5) PIPTH MEETING; May 30, 1980, Washington, D.C. -

: -

. Commission adopted policies. fdr the development of findings di

‘recommendations to accompany the Commission's final report 4nd
rescheduled activities at variance with the Plan of Study,

6) SIXTE MEETING: July 17-18, 1980, Chicago,fIllinois

. Commission considered policy fin&ings based on the evidence gathered
through the hearings, together with supplemental evidence, and
adopted a Special Report, requesting additional autho:ity fzom the
Congress, regarding reports gupplemental to its final report. .

’
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7) SEVENTH MEETING: September 18-19, 1980, Washington, D.C. -

. Commission considered recommendations, and other Commission businese:/f\sx\
8) EIGHTE MEETING: November 6-7, 1980, Washington, D,C,

Commission considered and deferred adoption of a report, conducted

& .other Commission business, including. scheduling a meeting of the ~
Commission January 29-30, 1981 for adoption of a report, and other
_ Commission business,

s

. 9) NINTH MEETING: January 29-30, 1981, Washington, D.C.

» Commission adopted a draft report, pending final approval at the
next Commission meeting, and conducted other Commission business.
10) -TENTH MEETING: July 16~17, 1981, Washington, D.C, . |
. — 4 . .
Commission adopted its final report. . B
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CHAPTER I )
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THE ESTABLISHMENT AND OPERATION OF THE COMMISSION
ON THE REVIEW OF THE FEDERAL IMPACT AID PROGRAM - -
e

il
i

The Commission on the Review of the Federal Impagt Aid Program is
established pursuant to section 1015 of Public Law 95-561 and is gov-
erned, to the extent not inconsistent with section 1015, by the provij-
sions of part D of the General Education Provisions Act (commonly known
as the "Educatiof Advisory Council Code"). : )

A, LEGAL AUTHORITY

Section 1015 of Public Law 95-561 provided that the President was to’
appoint a Commission on the Review of the Federal Impact Aid Program,
consisting of ten members, that the Commission was to review and evalu-
ate the administration ahd operation of the Impact Aid Program, and that
,the Commission was to prepare and submit to the President #HB to the
Congress, not later than December 1, 1979, a’report on its review and
"evaluation, together with such recommendations {including recommenda-
tions for legislation relating to the @uthorization of; and funding for,

. the Impact Aid Program) as the Commission deems appropriate.

The operation of the Commission has been governed by the authority and
procedures set out inhgqf Education Advisory Council Code (EACC). Under

thE' EACC; ——— \/ .. -
. * B . .-

(1) the members of -the Commission are compensated at fates

fixed by. the Commissjoner of Education (now the Secretary

of Education) ,and receive reimbursement for expenses as

“intermitxent employees in the Government service;

. (2) the Cgmmiésigh is authorized to obtain.the sef%iqés of
" such proféssional, technical, and clerical personmel as may.
be necessary to enable it to carry out its functions; and

(3) the Commission meets at the call of the Chairman and
. keeps minutes of its meetings and is subject to audit and
"review by the Comptroller General of the United -States.

-
»

In acigéggpséfwitﬁ these provisions of law, the Federal Advisory Commits

tee ALY, the Secretary of-Health, Education, and Welfare issued a
charter for the Commission on July 30, 1979. (That charter is attached
as Appendix A.) " ._ : .

e Y -7 -

On July 22, 1980, the Commission submitted a special report to the
€ongress in which it requested ‘the authority to submit at least one, but
hot more than three, reports supplemental to its final report. (A copy
of that special report is attached as Appendix B.) In response thereto,

“a
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the Congress, in sectzon 1304 of Public Law 96-374, extended the dura-
tion of the Commission until September 30, 1981, .and provided that the
final report of the Commission was to. be submitted not later than
September 1, 1981, - . ~

«
-

In addition, section 1304 of Publiec Law 96-374 clarified ambzguities
concerning the terms of “office and the, quorum for the Commission. Under.
‘the EACC, the terms of office of members of advisory councils are three
years -and their terms are to be staggered at one year intervals..
additiom, the law has been interpreted.és requiring those nfunclls to
have quorums equal to the number of positions for, members, regardless of
the numbe;—nhlch may be vacant. Section 1304 u{ge clear that the, terms
of office for the members of the Commissior aré to be cotermznqus with
the duration of the Commission and that.a quorim of the Commission is

i equgd to a majorlty of "the number of members who are actuallx serv1ng;

As a result Qﬁ this legislatxon, a2 new charter was necessary. *

Commission adopted a new charter on November 7, 1980, a copy of which is

attached as Appendix C. . v
B. ESTABLISHMENT OF THE COMMISSION

On August 15, 1979, the Prégﬁdent appointed -the members of the -Commis—
sion and, in so doing, deszgﬁated Mr. Harold E. Rogers, Jr., Chairman of
the Commission. A temporary Executive Director was deszgnated with
authorzty to prepare for the First Meetzné of the Commission which*the

Chairman scheduled for September 28 and 29, 1979. . s ~

-

The “direction to the temporary Executive Diréctor to prepare for the
Pirst'Meeting included the authority to develop a proposed Plap of Study

and the responsibility for the actual logistics of settzng up that

I___,—f”’

meeting.”

L

*

Upon directzon of the Chairman, the staff developed a proposed Plan of
Study which had two emphases: (1) an in-house research capability which
was to prepare for making recommgndatlons through a series of special
studies on each of the issues likely to be raised, and (2) a limited
number of hearings designéd to. hear the views of interested parties and
gather gvidence upon which recommendations could be based. This Plan
Qf Study was estimated to cost $575,000 for fiscal year 1980. N

1979, e Commissjon selected a Vice .Chair, Ms. Virginia Stacey, con-
sidered the proposed Plan of Study, hired the temporary staff as perma-
nent staff, adopted a tentative budget, and agreed to mdet in/Chigago,
.Illinois, on December 14, 1979, to condider a revised Plan/of Study.
Staff was directed to develop a revised Plan of Study with gréater

“at th:};}rst Meeting, ‘held in Washington, D.C., on September 28 and 29,

emphasis on public hedrings and site visits, to make a report on pﬁs—'

‘posed Impact Aid reforms, and to survey statistical data available to
“the Commission. Authority was given to hire additional staff necessary
to'prepare for the Second Meeting.

1y
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. ‘
Additxonal staff, primarily research assistants, entered upon duty.
November 4, v1979, The ‘"research staff -was chosen purposely'with no
Background in Impact Aid in order that the study remaln as objective and
unpregudiced as possgible. ' The new “staff preparéd “a rev1sed Plan_ pf
Study in accordance with the directions of the Commissione«
Study was:mail¥d®to the' mémbers of the Commission on December 1, 1979,

At the Second Meeting on Decembet 14, the Commission.considered, modi- .

4

fied, a:d adopted the Plan of Study. .
" The general ratxonale of the Plan of Study was that, during the months
of February, March, april, and May (1980), the Commission would hold
hearbngs and the research staff would develop polxcy papers based on
special studies of the¥ issued: ’durang the months ’of June, July and
August, the Commission would deveIog, recommendations by czrculatlng

“draftsg, by mail, with a vView toward .developxng a consensus on those:

recommendations or; if nore wete tb beé: had, narrowing the issues™to
those ‘in actuar‘dfsagreement so they could bes resolved -in -a deliberate
and judicious manner. - . TN T e ey

. - : 5 - .
The work of the Commissxon wds to end with twa.meetings: one to consider
recommendatlons, and ancther to adopt a final report for submisgion to

the Congress not lateg than. December 1, 1980.-- ':.a

- L.

. . L v -
T ' ‘L’fc. THE -PLAN OF s'ru,ny AR S
/\_ - < e
. - The Plan of Study, as adopted by the Commission on December 14, 1919,
* ,was canducted in the contaxt of three major questions: ’

‘l

(1) wWHat is the effect of Pederal act1v1ties on, the abxlity of local
‘educational agencies to provide education fer the children in their
schools? . Is there a net economic benefit or is there’a net burden?

In order—to examinethiz 1ssue In & systematic manner, an "economic
impact model® was been develgped, designed to determine the nét ‘ben-
éfit or burden of Federal activities on a number of local educatidnal
agencies. N

= - >

. iy

-

~ (2) How do the States and the;r local educational agencies finance the
operation of their schools? To what extent is there a reliance upon
taxation of real property? In jurisdictions relying upon taxation of
real property as a source of revenue, what are the obligations which
arise from mere owhership of land and what’ are, thoge which arLse from
the Use of land? How does the Federal Government, as a user and owner
of land, fit, into the school financ¢ picture in those jurisdlctions?
Does Federal ownership and use of land create an- inherent’ obllgation
to the local government having jurisdiction over that land, without”
regard for any economic benefit which may be had £rom Federal activi=-
= ties? -

=
s

(3) What is the obligation of the Eederal Govetnment for the education
of ‘federally-connected childeen? There isg a history behind Federal

assistance for the e::;g;iq&\?f military dependents going back to the

- ) .
*
- .
- "j‘? F r £ . F
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That Plan of -
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1820's.” There are}treaty‘obligations relating to the educationm of
Indian children. ¥pre the obligations of the Federal Government for

the education of these children dszerént from those for that of
dependents of civilian employees of the Government? If thexe is an
obligatzon, shoyld not their educational needs be the major factor in
determining the amount of assistance? *

-

The studies were grouped for discussion purposee into three areas paral-
1e11ng the three specific charges under which the Commission operates.

1) The Equity of ;he Present Punding Structure

The Commission examzned the equity of the funding structure of Impact

W

Aid by consideting how the Federal Government ‘burdenis -localities and-

.whether compensation through Impact Aid for that burden is adequate .

and fazrly distributed. The' special studies outlined herein address
these*guestzons of burden and compensation.

In order to examzne the!falrness of the’ fund1ng structure of the Impact
Aid Program, ‘the Commission studied the definition of Pederal property,
asking' if all property burdening a locality is included and if all
propetty not burdening a locality is excluded from that definition. It
also’ considered whether the ,rationale of compensating localities %gr
federally-imposed , burdens 1ls for compensating -local_  educational
agencies for the cost of educating the children of refugées and undocu=—=
mented aliens and for the cost of complying with Pederal regulations.
Also considered were the nature of the burden imposed by increased or

.
»

decreased Pederal activitiese : -~ .

umwr

. .
Pertinent to the fairnkss of tHe existing structure;of Impact Aid is the

eligibiljity requirement of .the law and whether 'a* " minimum local absorp-
tion of costs is npecessary for consistency with that, requirement.
Finally, the Commission considered in-lieu of taxes payments sSome
ederal agencies make to localities.

-
»

After exam%xinq the burden of Feﬁderal acfivities Gma\nd ownership on
lécalities, the Commission considered the fairness of e measure of
compensdtion-—~based on.assumgtions about local support for public
education--to determine its validity .in light of changes in school
financing, an increased State. role, and the possibility that other
measures may more acegurately reflect the .cost of éducating federally-
connected childrerr. The Commission studied trends in financing educa-
tion, investigating the relationship between State and local sources of

®

revenue for education. . , . .

- . z
* - . .

2) Relative Benefit of Assistance for Impact Aid

The Congress 'charged the Commission with considering the "relative
benefit of therassistance for impact aid under. Public Law 874 in view of
the ihcreasing costs of the program and the ‘limitation on the availahil-
ity of funds."” To do this, the Commissiog irftended to compare similar
allocations under Impagt Aid and comparable categorical programs.

s L
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‘3)‘The Best Means of-ABsisting Federally Impacted Schodl Districts

-

rY . ~ i
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N -~

The Cemmission 'was to compare an. allocation of funds under Impact Aid.

for low-reqt public housing with allocations under Title I of the
Elementary and Secondary Education Act of 1965, addressing where the

. money_ﬂor each_program could go and_for'wﬁat‘purposes it would be” used.
Another comparison the Commission was to make was of 5he allecation~of:
funds under Impact"Aid with a simiIai allocationm undér the Indian'

Education Act. - _ “ . . )

~ & N -

. [ = —

The. Commission considered the best méans by which impacted school
districts can be assisted in meeting .éducational needs by addressing a
number of issues: (1) the propriety of ‘continuing to base entitlements
on the basis  of, the current concept of the local contribution rate;
{2) the. treatment" of heavily impacted school districts, of children
residing - on Indian %1ands, of dependents of military personnel and
givilian Federal employees, and of children in low-rent public housing;

and '(3) the effect of State equalization plans on Impact Aid policy.

[ h]
Each of these issues was considered in light of.the propriety of basing
Impact Aid payments on the educational needs of federally-connected
children rather than an approximate amount as it is assimed a locality
would have contributed for the education of a federally-connected child
if tax revenues had not been reduced by Federal attivities.

i - o N - .

D. VARIANCE PROM THE PLAN OF STUDY

‘

2

Circumstances did not permit the.Commission to comply precisely with the
Plan of Study adopted on December 14, 1979. Those circumstances were as
follows: . oo )

~ - . — . )

1) Congressional Request for an Interift Report ) <

‘'On March 31, 1980, the Commission received a request from Senator
Warren G. Magnuson of Washingtggy Chairman of the Committee on Appro-
priations of the United States Senaté, that the Commission submit an
tnterim report to the Congress.. On April 1, 1980, the Commission
received a similar request from Representative Carl D. Perkins of
Rentucky,, Chairman of the Committee on Education and .Labor #bf the
United States House of Representatives. (Copies of these two requests
are attached as Appendicés D and E.) ' ’

P . - )

The Commission, under the Plan of Study, hdd.not scheduled itself to
make policy decisions at that time or even to have a meeting at which
such a report could have been adopted. Even though there was ‘a
question regarding the applicability,of thé Federdl Advisory Committee
Act to the Commission, the Commission”was, as a matter of good public

policy, acting in accordance with the public paréicipation irbvisionsF
of that Act. Therefore, it was necessary fo publish notice of a ¥

.meeting of the Commission in the Federal Register at least 15 days
prior to the meeting. - . __—

. .o .
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.o The Commission had, under the Plan of Study, scheduled a hearing in
LI San Francisco, Califor for April 22, 1980, at which all members .
. were either scheduled{ or could arrange, .to be present. - Therefo:e,

the Chairman of the Commission,™exercising the authority vested in
that position under section 446 of part D of the General’ Education .

*+ Provisions Act, issued a call for the Third Meeting of the Commission

-~ to coincide with the previously scheduled hearing in San Franciseo.

At the same time, because there was no certainty that a decision of

the Commission could be reached in the time allotted for the Third

Meeting, a call was issued for a business meeting to occur in _Montgom-

ery, Alabama, in.conjunction .with a scheduled hearing at that site on

May 1, 1980. At the direction of the Chairman, the staff prepared a

report on” the progress of the work of the Commission which was to be

available for consideration at these meetlngs.— -
Lo '
On April 22, . at the Third Meeting of the Commission, .2 decision was
. \\~_,mad€Bio submit an Interim Report which did not contain recommenda-
5 . tions, But did contain a statement of policy findings which 1nd1cated
<. ~a that she Commission would recommend a continuation of the Impact Aid
Program and set out general policies which would constitute guidelines
for the deveIopment of final recommendations. (A cbpy of these
(fﬁfzndzngs is attached as Appendix  F.) It was also agreed that the
staff report submitted to the Commission, ‘with a. few modifications,
would be laid before the Commission at the Bourth Megting in Montgom-
‘ery, Alabama, as Supplemental Documentation for the findings announced

. in the Interim Report. -
- On May 1, 1980, the Commission met in Montgomery pursuanf to the call
of the ngxrman, considered the Supplemental Documentation, and agreed
» to its submission in conjqnction with the Interim Report.

)

‘Actions of the Commission, as the result of the congressional re-
T quests, were at variance with the Plan of Study, preparations. for
which actions and the result thereof required substantial modif?&ation
- of the Plan of Study. These modifications were formalized at the
Fifth' Meeting on May 30, 1980, at which it s agreed that, rather -
than use the circulating draft method of developing recommendations, a .
Sixth Meeting would be scheduled on July 17 and 18, 1980, to consider
policy findings, a Seventh Meeting would be scheduled for September 18
and 19, 1980, to consider recommendations, and an Eighth Meeting would
be scheduled for November 6 and 7, 1980, to consider a report :to the
Congress. v N .

#

l . . T
2) The Economic Impact é%qdy e -

* »

When the Commission adopted the Plan of® Study, the procedure for
determining the econoﬁic,;mpact of Federal activitiez on local educa-
- tional agencies was an incomplete concept, at best. The feasibility
of such a study was uncertain, and, if such a study were feasible, the
extent that it could betonducted by the Commission (with limited time

and budgetary gonstraints) was _even lTess certain.’
' j =% = ) ’
— ;;} * . . -
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* 3) The Education of §iieq,Children
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By the gecond week of M;y a model designed to feasure the fiscal

_“impact’of Federal military installations on local educational agencies
on a case-by-case basis had bgs? developed, tested, and found to be

[

theoretically sound. . .

It was determined also that it was probably feasible to devise another
model, on similar principles, which could measure that impact on an
aggregate basis. B
The time constraints under which,the Commission was operating did not
permit a thorough use of the case study model. Budgetary limitations,
respecting the use of automatic data processing, prévented the devel-
opment of the aggregate study' model. These constraints and 1limi-
tations were the subject of discussion at the Fifth Meeting, within
‘the context of a motion ‘to submit to the Congress a special report
requesting the authority,-to submit reports supplementary tq the final
report. Purther consideration of that motion was posiponed until the
Sixth Meeting at which it was adopted; a special report to the Con-
gress was submitted; and 1legislative authority permitting a more
thorough, economic impact sqﬁﬁy was granted. The Plan of Study was
altered accordingly.

2

5
_-‘-4_’_;
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The ériginal Pian of Study//ad{ because of early indicatiens of

concern, provided for some fonsideration of the financial impact on
local educatﬁonal agenc of Federal .laws, regulations, and other
activities. Bowgveragsgf ence presented hefore the Commi§sidn and
intervening events ma the Plan of Study obsolete, in .that the Plan
of - Study did .not engdompass sufficient consideration of these issues
and that a plan to consider them having sufficient 'quality and scope
could not be implemented within the time allowed the Commpission to
finish its review and evaluation of the Impact Aid Frogram. .

*

Specificallf, witnesses before the Commission expressed an overwhelm=
ing belief, supported by evidence, that the Federal Government ‘had an
obligatich~to assist local educational agencies with the costs they
incur in-educating alien children, both .documented and undocumented,

who are in the United States yrdder, or in spite of, the immigration -
. policies of the Federal ‘Government,

[4
The recent immigration from Southeast Asia and the Caribbean region,

'as well as Pederal court rulings regarding the rights of undocumented

alien children under the Constitution brought these 1gsues before the

Commission #80 forcefully that, -at the Pifth Meeting, it was decided

thdt “further study in this area should be considered at the: Sixth

Meeting in conjunction with the proposal to suBmit a special'report to-

" the Congress., - -

q; L= “ ) ’
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In addition, witneSSes noted that mounting cogts to local educational
agencies in complying with Pederal laws_and “regulations constitute a
" Pederal burden which, while no; of the. same magnitude, is just as real
: as that which arises from educdating chzldren who are connected with
Pederal property. Although there was some evidence regarding. .the
"local costs of complying with many of ‘the laws intended -to promote,
equality of opportunity, evidence was espectially persuasive with
regard to [Federal requirements under the Education of the Handicapped
Act, as amended by Public Law 94-142, A question of tbe propriety-of
entering into this area limited £urther consideratzon of this evi-
E dence, even though recent regulations conéerning bilingual education
A could increase the magnitude of these costs sufficzently to merit
) congressional concern. . ¢ R
. . N

s P - -
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4) Incompléte Studies (A . < 7

P Two important studies originally set out in thed Plan of Study were' not
completed because of the inability to bbta:n approval of contracts and .

experts.» . - .
g < * N .

. (2) that which was intended to study the relative benefits of Impact
. ] Aid payments under low-rent public housing. entitlements’ with pay~
ments under Title I of the Elementary and Secondary Educatzon ‘Act of

.‘ ,‘ \\_'_1965, anﬁ - - . ' ‘
{b) that which intended to study the r%lationship between Impact Aid-
paymeqts and State aid to education programs.

»

o Concern about the incompleteness of these studies prompted'thé motzon

;equest;ng additional authotity.
1 N .
- ‘ The result of these~modifications in ﬁbljcy was a decision to complete
the "work of thé Commission with regard to recommendations, on, the
traditional Impact Aid"Program (including low-rent public, housing)-
which would be presumed to be final except in those areas which
. completion would ‘be iqpossible ﬁ&thout supplemental authorzty from the

“_‘#gép Congress. -

-t M

ot E. HISTORICAL BACKGROUND OF. THE PROGRAM

? . LR

The Impact Aid Program is relatively simple in concept: it has been

designed to compensate local educational agencies for the. financial

F burdens imposed on them for (1) loss of revenue due to non-taxable.
Pederal property, and (2) the burden of prcvxdzng educatzon ﬁox fed-
erally—connected children.

The amount of ~compensation is determined by an entitlement for ‘each

: eligible local educational agency which is computed by multiplying the

number of federally-connécted children by a portion of dollar amount of
;1{ local revenues which could reasonably be expected for the education of
thoge children.
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Payments are made tp(eligible local educational agencies dzrectly from )
Lot ‘the Pederal Government; however, State educational agencies are consult- -
ed with respect to determinatlons of the amounts of local contributions.
Because the’ Pederal payment is” designed to compensate~for lack of local
revenues resulting from Federal activities, logal educatiodnal’ agenczes
= "use the Federal payment in.the-same way‘and for the same purposes as
" they use their other revenues raised from local sources.
- . e e, I N
In spite of - E&F simpliclty of this concept, years of seeking equlty and
. politigal compromise have resulted in an extremely complex law. o

-~ . - » .

- i 1) The Beginn;ng of the ?rogram o . =

During World War II, xhe ngeral Government recognized that the activi- ,

ter o -ties assbclated with “the war”effort}yere placing fxnancxal burdens on _
! local educational agencies yhich they were not capable of- carrying
. _without assistance. These local educational agencies generally had
» " school districts in which were located, or which were- adjacent to,
e military 1nstallat10ns., In addition, there was a concern that children

* of, milxtary and civilian employees of the Federal Government receive an A

adequate educagion&l opportunity, regardless of - the 1location of the
militar installation in conpection with xhich their parents were
.employed . . ~

-

P

The Congress authorized the, Commissioner of Education to negotiate
contracts with those local educatlonal agencies under which they were 'to
receive sufficient funds to provide at least a minimum level of educa-
. : tion for all children in attendance at their scﬁaols. In negotiating
those contracts, flexible, informal fogmulas for’ computing the amounts

" local educationai agencies were to recezve were developed and used.
z -

L Witﬁ the end bf World  War Ir and demobilxzatlon, the affected local
edudational agencies sought an alternative approach and began to work 4
for a more formalized program designed to continue’ _payments to local
educationdd agencies and to give greater certainty ‘as to the amounts
. they would receive. With the outbreak of the Rorean cénflict in JuneLJ
. 1950, and -the resultant military build-up, the Congress adopted. the
approach advanced by the affected®local educational agencies and enacked
two bills which were signed into law by President Truman in September,
\\ 1950--Public Laws 815 (on September 23) and 874 (on_ September 30} of the .
_ Eighty~first Congress. , " .
. . i .
- Public_Law‘BJS authorized grants for the construction of school facili-
ties to house’ school enrollment increases due to Pederal activities.

-

. -

. Public Law 874 authorized payments to- local educational agencies to
assist them with the maintenance and operation of their schools. The,
pProgram authorized by Public Law 874 has continued and expanded sznce

" that time. The apfropriation for fiscal year 1951 was $29,080, 788.

£
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z)‘mhe"ﬁaw as Originally Enacted’

As orzgxnally engcted, Publlc .Law 874 provided for Feﬁeral assistance
under f£éur citcumstances:

{1) local educational agencies in th;zschool districts in which the
Federal Government had acquired substantial real prope y after 1938

" . (section 2);

(2} local educational agencies providing e&ucat}on for substantial
numbers of federally-connected children (section 3);

(3} local edueational agencies affected by sudden and substantial
increases in enrollments“as the result of Federal actxvzties (section
4} ; and . . A :

(4) paymenf’}to other Pederal agencles for the operation of schools.
" for dependentsxof Federal employees in placgz where State and local
revenues could not he,used for their education or where there were no
local educational agencies to provide suitable educatiqn:, for them-

these were usually schools on military bases (section 6) . . ‘
A =

The other sections of the law declared congressional policy (sectlon 1),,“;

provided for applications and .methods of making payments {sectign 5),
and set out ‘administrative provisions and definitions. 7 :

The most impoztant section of the law, for the purposes of this study,
was section 3, in that payments under that section were made to the
greatest number of Xocal educational agencies, in the largest amounts.
Under section 3, a very simple formula was used to determine the amounts
to which lotal educational agencies were:entitled. It contaired three
factors: the number of federally-connected children, the local contribu-
tion rate (LCR), and minimum eligibility requirements.
Federally—(lonnected Children. The number of federally~-connected chil-
dren tq be counted for determining the amount of the entxtlement of
a local educational agency was all of the chdldren in attendance at its
schools who both lived on Federal property\aﬁa-iived with a parent who
was employed on Federal property (this determisition “was made under
section 3(a) and, therefore; these children were called "A™ childrefr),
plus the number of those children who either lived on Pederal property
or lived with a parent employed on Pederal property (this determination
was made under sectien 3(b) and, therefore, "B" children)., This factor
was necessarily controlled by the agﬁinition of "Pederal property.”

Local Contribution Rate. . Under this formula, the number of federally-
connected children was to be multiplied by the appropriate local contri-
bution rate (LCR} (or 50 percent thereof, in the case of "B" children)
for the particular local educatiogal agency. The amount of the LCR for
a locdl educativnal agency was toc be a determination of the cost per
pupil which would have bgeg paid from local revenues had these revenues
not been reduced by Pederal activities or which would have been availa-
ble if local taxes had been paid to support the education of federally-
connected children. The determinations of theae amounts were found to

il
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be almost impossible to compute and, even if puted, were -‘at best
theoretical. Thus the~law looks to comparabl *school districts for a
-guide as to what local revenues would have been for federally-connected
children. In order to determine the LCR for the federally-affecte

local educational agency,-oéﬁer local educational agencies which are not
federally-affected are examined. The per-pupil expenditure from local
sources of those local educational agencies, which are comparable with

C{the affected local educational agencies, then becomes the dollar amount

of the ICR used in the computation. - T

'Eligiﬁilitzr Originally, no Tocal educational agency could receive an
Impact Aid payment unless the number of federally-connected children
determined for that local educational agency was at least ten and, in
most cases, that number constituted at least three pPercent of the
enrdllment at the schools of the local educationaf)agencyf In the ¢ases
of local educational agencies in which the enrollment exceeded 35,000,
the number of federally-connected children had to be at least six
percent, in wifich cases the local educational agencies received payments

‘§only with respect to 'the number of federally-connected children in
excess of three percent.of their enrollment. ’

. . AN , . .

Deductions. in addit@on to these three factors, amounts received by
local’ educational agensies were reduced by deductions equal to taxes and

-. other Federal payments from other agencies received by the local educa-

t

- a

- tional agency.
Definitions. Two definitions in the law affected the number of children
which could be counted as being federally-connected: ’

= oF
H

(1) the definition of "child" excluded any child who was a member or
dependent of ‘a member of an Indian tribe or organization recognized
by the Fedefal Government- if at child was eligible for educational
se¥vices through the Bureau off Indian Affairg, and

{2} the definition of "Pederal property"” was confined to that which
was actually owned by the Pederal Goverrment and not used for the
‘benefit of the local area.

3} The Expansion of the Pragram Prior to 1974

In spite of Ttepeated efforts on the part of each administration in
contrQl of the Executive Branch to reduce, or prevent growth in, the
Impact Aid Program, the Congress, over the period of twenty years,
amendedy Public Law 874 many times with the effect of expanding both the
number Of local educational agencies receiving Impact Aid payments and
the amourrts of those payments,

Each of the factors which determined participation in the p:ogfém and
the amounts of payments was altered in favor of expansion: ‘

(1) the number of federallyfconnégted children was inéreased by
expanding the definition of "Pederal property” and "child;"

]
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(2) the méthod of computing ICR was modified by creating minimums
based on State and national average per-pupil expendttures as alterna-

tives to the Eomparable Bchool district method; : -

(3). elxgibility requirements were lowered with the result that larger R
local educational agencies having less heavily impacted school dis-
tricts wereigade eligible; and - ﬂbg__f? -

(4) deductions for taxes and other Federal paymenté’to local educa-
tional agencies were discontinued. r—

-

Prio: to 1974, the Congress .enacted 25 laws which amended Public Eil
874 effecting these changes. The major expansxon tooklplace as follows:

r

The Number of Federally-Connected Children
(nm Whejﬁés ‘children of military personnel originally were counted
only“if ‘the military parent was actually employed on Federal property,
amendments in. 1953 and 1956 permitted these children to .be courfted by
teason of .their pazents' being in the uniformed services without
regard for the ownership of the prope;ty on-which they were serving.

«(2) whereas originally Indian children served by,the Bureaﬁ-of Indian
Affairs were excludedr from the count, amendments in }958 permitted A
those children to be counted. ] . ot )

(3) Whereas originally publlc housing property was' excluded, amend-
ments in 1970 expressly included low-rent publ:c houSLng w;thin the
definition of 'Federal property.*® . —

;f.-xéz

Local Contributioneaate. In 1953, the law was amended to set, a minimum 5 }
ICR equal to one~half of the State average per*pupil expenditure without
regard as to whether those expenditures were from local tevenues. In b

per-pupil expenditure was established. 1In addition, the law has been
changed a number of times regarding the method by ewhich compatable -
distr;pts were to be determined. ,

#

1965, a second minimum ICR equal to one-half of the national average -

Eligibility Requirements. Whereas the original “law required local -~

educational agencies with enrollments in ‘excess of 35,000 tb meet a six
percent eligibility requirement,. an amendment in 1965 get a uniform
three percent requirement for all local educational agencies, ayd an
amendment in 1966 provided that, if a local educational agency had 400
federally-connected chjildren, it was eligible for payments without re-
gard for gpe percentage that number constituted of the total enrollment
of the local educational agency.

A

Deductions for Other Pederal Payments. Whereas the original law recog-

nized that some local "educational agéncies were being eompensated for

tix losses through payments from other depa:tmenf& for- such activities .
as grazing lands and forest lands and requi;ed that the amounts of such
compensation be deducted from the Impact Aid-piyments, an amendment in

1367 discontinued such deductions. - .

N . \ = -5 - -
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During the period between the enactment of Public Law 874, through the
‘revision of 1974, and up to fiscal year .1979, the -history of the aggre-
gate of the amounts to -which all local educational agencies were enti-

tled and appropriations to make. payments to satisfy those entitlements

%s as follows:

/

. HISTORY OF 874 FUNDING

Fiscal| Total* Ineligible*]{-Eligible* | Net [~ Amount
o Year |Applicants | Applicants |applicants | Entitlement Appropriated
1979 | - 4,409 117 4,292 807,182,816 | 768,882,539
1978 4,460 92 4,368 733,802,560 | 759,165,867 .
1977 4,472 132 4,340 745,702,360 {..768,000,000 -
1976 4,436 B7 « 4,349 709,790,604 | 715,000,000
. 1975 4,458 157 " 4,301 611,192,871 | 636,016,000 ..
11974 |' 4,544 - 185 4,359 563,987,539 | 574,416,000
~ 1973 4,727 153 4,574 580,727,774 | 635,495,000
) 1972 4,789 186 [~ 4,603 584,470,028 | 592,580,000
1 1971 4,824 196 4,628 529,531,042, | 536,068,000
1970 45798 - 139 4,659 504,388,007 | 507,646,288 - B
1969 4,864, 340 4,344 501,202,458, 505,900,000
1968 | 4,585% 349 4,236 480,000,602.| 486,355,000
1967 4,475 § | 427 4,048 413,4485657 | 416,200,000
1966 4,348 \ 312 4,036 369,151,171 ] 388,000,000
1965 | . 4,176, - 129" : 4,047 319,244,712 | 332,000,000 ;
1964 4,182 130 _4,052 | 292,690,225 | 320,670,000
1963 4,270 160 4,110 264,363,373 | 282,322,000 .
1962 4,159 154, 4,005 238,675,168 | 247,000,000
. 1961 4,079 153 3,926 . 208,262,362 | 217,300,000 | _
, 1960 3,963 166 _| 3,797 -184,825,548 | 186,300,000 7
’ 1959 3,963 206 3,757 156,847,056 | 157,362,000
1958 3,518 175 3,343 122,379,504 | 127,000,000 }
. 1957 3,528 207 3,321 1 111,314,914 | 113,050,000
1956 3,018 193 " [: 2,825 85,671,844 | 90,000,000
s 1955 2,832 - 149 23683 75,276,843 75,000,600
’ 1954 2,673 2| ' 149.° 2,524 ~ 71,860,087 72,350,000
1953 2,361 149 2,212 57,696,592 60,500,000
1952 1,891 128 1,763 47,814,282, 1 51,570,000 .
1951 1 1,298 4126 1,172 29,080,788,

.

29,686,018

* Applicants under sections 2, 5, and 4.

- a Data for fiscal year 1979 is estimated. ’ R

b Payments prorated at 75 percent for fiscal year 1879. .
¢ Payments prorated at 91.7 percent for fiscal year 1969. :
d Payments prorated at 98 percent for fiscal year 1968.,
e $A486,355,000 is the amount-allotted of the $507,165,000
. appropriated by the Congress. - .
£ Payments prorated at 98.7 percent for fiscal year. 1967. .
p g Payments prorated at 99.5 percent for fiscal year 1955.

"h Payments prorated at 96 percent for fiscal year 1951. ;;
a . 3 ¢ . -;;
) { T e . R 4
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4) Appropriatiohs- for the. Period 19511974 . .

! Prior to fiscal year 1969, ,the appropriations for making payments to
local educational agencies under Public Law 874 were, with the excep-
tions q(lfiscal years 1965 and 1967, sufficient to satisfy fully the
entitlements created under the 'law. That being' the case, the provisions
of section 5(c) of the law, which made allowance for the eventuality of
insufficient appropriations, were of minor importance. Section 5(&)
provided that, if appropriations were insufficient to satisfy fully all
entitlements for any fiscal year, the amount pai& on each entitlement
that year was to be reduced in proportion to the amount of the inguf-
ficiency. | .

. -3
, . 4 “~

‘Beginning with fiscal year 1969, ,appropriations wkre consistently and
substantially insufficient to satisfy entitiements. This was the period
when the authorizing law was expanded by lowering eligibility require-
ments, increasing the LCR, and includ%pg . low-rent public housing as

lfederal propérty. - - s

- : . :
The insufficiency was $56.1 million in fiscal 1969,-=§145.2 million in
1970, $399.2 million in 1871, $432.4 million in 1972, and $389.5 million
in 1973. The full effect of these insufficiencies was minimized by
-jexcluding ‘Paymepts for entitlements® based on children from low-rént
fpublic housing.~’ Evep so, the dmsufficiencies were great enough that
thesrétable reductiof language of section 5(c) came,into;play.
In the case of local educational. agencies for which Impact Aid, paymerts
were a relatively small percentage of their budgeted current expendi-

‘ tures, -these reductionz did not cause major disruptions in their school |

operations. It 'was different for local educational agencies which were | . f

dependent: upon Impact Aid payments, Heavily impacted school districts
were threatened with serious disruptions--even school clesings. These -~

disruptions .in school operations became a source'of real concern., .!

1/ -In 1970, Public Law 91-230 amended Public Law 874 to include low- |
rent public heusing. Section 203(b) of Public Law 91-230 amended !
the definition of "Federal property* to include real property which
is part of a low-rent housing project assisted by the Federal
Government. Section 203(c) (4) of that law amended section 5(c) of

* Public Law 874 (relating to adjustments neressitated by insufficient
appropriations) to provide that entitlements based on children
connected with low-rent public housing property were not 'toz be
funded unless appropriaticfis for the program were sufficient sto fund
all other entitlements first or unless there were an _approprfation
specifically for the purpdse of funding the low-rent public h usirg
entitlements., Under neither pngvision\gggffunding made .avaflable.
In 1974, gection 5(c) of Public Law 874 was revised by sectidn
305(a) (2) of Bublic .Law 93-380. As so revised, public housing
entitlements‘were to be funded at mgnima% levels. .

r
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. ' 4§ The Congress had a choice: either to appropriate sufficient funds to
satisfy more nearly the entitlements of all local educational - agencies * .
or to make some kind of special provision for heavily impacted school !

o districts. The latter choice was taken and emergency legislation was .
-enacted in 1969, which gave local educational agencies having an enroll- "
ment of at least 25 percent "A" children payments equal to their full-
entitlements. These local educatdional agencies were, as a consequence,
recognized thereafter as a special catggory of school district and
called, Jinformally, "Super a'g." Subsequent appropriations acts, T

- recognition of the special needs of "Super A" districts, contai ed ’

R special "language giving them full funding. In ‘addition, those acts
provided that entitlements based op "A" children« in other school dis-
tricts would be paid at the rate of 90 percent ‘and entitlements based

’ ) on *B* children would be paid at 1lesser percentages, dependent upon

: . eBtimates as tg how mUCh of the-"B" entitlements could be covered by the
appropriation. At the same time, the ratable reductioh language i
section_ Sﬁc} of the authorizing law remained unchanqed. ) }

/’
. By ;974, the method of making payments controlled by the appropriations
acts bore no resemblance to that for which provision was made in the
authorizing legislation, creating a ‘Jurisdictional conflict between the
" congressional committees responsible for the .authorizing legislation ang
the committees on appropriations. 'This issue was one of "several ad-
" dressed in the: 1974 revision of section 5 of Public Law 8?4. .- 1 ,
. T ) Earlier Studies of Impact Aid . . ) if )
s s /‘ -
Ty ’  Impact Aid has been the subject ‘of much controversy since its begin-
LN /" " ning. The Bisenhower, Rennedy, Johnson, Nixon, Ford, and “Carter Admin-
R B istrations each re ded major reductions in the program, while the
Congress has consistentli\ expanded it. - ‘
»
\(/ b The major proposals advaficed by the Executive Branch since 1960 can be
* summarized as follows: .
‘ -
In 1961
A é .
. oA . (1) To reduce ICR for "B" children from 50°percent to 25 percent.
- (2) To raise eligibility requirements for "B? children to six percent. ~
(3) To eliminate the alternate minimums for LCR. .
In 1966 . ’ ’ ’
‘ & 21} Toxrequire all school districts to "absorb" the first three-
percent of the feéerally-connected children (that 1is, to make pay-
ments only on the basis of the’ number of federally-connected children
. ’ in excess of three percent of their enrollment). - . ,
& _® . ’ o
(2) To eliminate the alternate minimlms for LCR.X .

{(3) To’ eliﬁinate from the definition of ”Federal prope;ty any
pProperty Ieased from the Federal Goverhment. ‘

] -
- £

]




"

- -16=

L d
« In 1969 ~ ~ . s

To amend section 5(c) (method of making paymefits) by authorizing
payments for "A" children before making payments for "B* children.
N 3.
In 1970 . > : ) . .
(1) To reduce LCR for "B" children to 40 percent 1if their parents
worked in the same county as that in which the school difstrict was
located ahd 20 percent for other "B" children.
(2) To requine a three percent absorption, ’ L ~

(3) To reduce payments for wealthy school districts.

(4) To deduct Federal in-lieu of taxes payments from Impact Aid
payments. -
The reasons for the divergence in policy toward-Impatt Afd between the
two branches of the Government :probably involve~a disagreement in the
manner in which Federal funds ought to be allocated among Federal
activities and the method of applying for those funds an the approval
of applications. -y

In general, the budgeting process used by the Executive Branch places a
low (or even negative) priority on the use of Federal funds £3r the-
maintenance and operations of agencies and institutions which are under
the control of non-Federal governments. In addition, the Executive
Branch generally has a policy in favor of application.procedures
through which applicants compete for 1limited resources, under the
theory that competition.improves applications and, the programs operated
under those applications. ’
The Congress tends to find non-competitixe;grants of *no-gtrings*® money
attractive bhecause they are popular at the lodal level and cause fewer
irritations with "red tape." Under the Impact Aid Program, local
educational agencies count the number of federally-connected children,
determine the local contribution rate, calculate the amount of their’
payment, and apply directly to the Secretary of Education. If they are
.eligible;, they recei he funds which are placed in the school budget
* and expended in the sam¢ manner "as their local funds are spent. This
simple procedure is more nearly consistent with congressional policies
than with those of the Executive:Branch. -
The current review of the Impact Aid Program is the third study of the
program mandated by, Congress., These studies, have, in each instance,
been .the result ofyagﬁjfions arising out of the.longstanding disagree-
ment between the ‘two™branches of the Government. The two previous
studies were conducted (inder contracts between the Office of Education .
and ptivate research organizations--the ~Stanford Research Institute
(SRI) and the Battelle Memorial Inst&fqte.

~
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The first study ﬁas the result of a requirement included !in Public Law

Public Laws 815 ahd 874, together with recommendations as to the -extent

-l

’

88-665 (enaeted October 16, 1964) -which required that the Commissioner-
The Commissioner contracted with SRI

of Education oUBi{E ‘by June 30, 1965, a report on. the operation of

was next to be extended (1966).
for this study.
‘The recommendations formed the basis for some of the legis—

In 1968, the Office of Eduoation sought and received an appropriation, .

for another study which was conducted by the Battelle Memorial Institute

The legislative proposals submitted to the Congress in 1970

) V

Congress,

~—
to which both laws should be amended at the time the Impact Aid Program
This study was completed, and a report was submitted to ~
lative proposals sent to the Congress by the*Uohnson Administration in
1966. Por the most part those Rroposals were rejected by the Congress.
bill submitted to the Congress by the Nixon Administration,.some

in 19690
vague resemblance to. s¥me of theXBattelle recommendations.

report.

were, in part, based on recommendations included in the Battelle
Although no action was taken on the Battelle recommendations or on the
aspects of the 1974 revisions of section) 3 of Public Law 874 have a
In the fleld of educa-

As-a result, members of

.

P

In 1973, when the Congress began to consider legislation which became

6) The 1974 Amendments
law ag the Education Amendments of 1974, conflict existed between the
to carry out congressional wishes in spite of>Administration poliey to
This was done by legislating internal organization down
legislating mandatory budget requests; re-

Legislative Branch and the Egecutive. Branch.
tion, this conflict had’ Jbegun as early as 1966.

Congress having responsibilty for education legislation had considera-
ble experience in €inding the means of forcing the Office of Education
the contrary.
and was a central part of a major education bill which was- facing
Because other parts of the bill were considered by someé to be
s _Ft
“In

moving all discretion from the authority of administrators; legislating

affirmative policy backed up with negatives and, in the alternative,
and wrapping anti-Executive policies in mammoth bills in

which they were difficult to find and which were deslgned to command

to position descriptions;
The 1974 revision of Public Law 874 was developed in that atmdsphere

penalties;
%
pou}

based on children from low-rent public housing were funded in the same

two-thlrds majorities—~-in case there was a veto.
veto.
unfavorable to large cities, it was necessary to balance the bill by
finding a means of insuring that the entitlements in Public Law 874

]

L}
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At the same time, long years of attacks on the Impact Aid Program had
convinced somé members of Congress that some reform of the program was
- T

manner as the other Impact Aid entitlements.
necessary--reform which would cut down the- cost of the program.
addition the jurisdictional conflict on the method of making payments

. €

under section 5(c} of Eublic Law 874 and the policy question regarding

-
=




-

.
/ r
.
-

.

-18- -
F ]

L

the congressional leaders

t“» Y
= State aid equalization concentrated enough difficult issues on Impagt
° Aid to require a revision of sections 3 .and 5 of the law.

Those who opposed Impact Aid most often attacked the program because it
.Aauthorized, payments to local educational agencies having wealthy school
. Invariably tiré examples used were the school districts

D C.
favoring reform’wanted to "do something® about the washington suburbs.
The - reform which was adopted may be described best in terms of the
ﬁfundxng

The .cost reduction in the program was accomplished

For this reason,

3 "

cost reduction,

In' additdon, special consideratiocn was -
‘¢ )

districts.f
around Washington,

3(d),

v

political objectlves sought to be achieved:’
Hézicw-rent publlc housing entltlements, and jurisdictional control over

given to tge treag@ent of Indian children.
tybes of Federal connection.of children who were to be counted

the methed of making Sayments.
by revising sections 3(a) and” 3(b) to create subcategorles for describ-
These subcategories were then tied -

-

,'f
R
2

# -

for the purpose of computing ghegamounts to which local "educational

N
"Cost Reduction.
-individually to a specific percentage of the LCR under section,
which percentage was inténded to reflect an approximation of Federal

ing thg
agencies were to be entitled.
burden borne by the 1ocaljeducational agency educating federally-

-

connected children,

Whereas, under the previous Jlaw all children who 1ived on _Federg
(1) Children who 11ve_9n Pederal property gnd have - a mxl;tary parent

, property with a parent employed on Federal@property were c1as$if
together, with the entitlement computed on thé basis of 100 percent
revised law- created three subcategories with entitlemerc

o
e B
ICR, the
computed as ‘ollows"
form the basxs of an entitlement computed -at 100" percent of .ICR.
ldren who lxve on Federal propgyty with a parent emplqyed on
property‘iocated in the same county ,as that in which the loc 1
educational agency is located form the basis of an entitlement comput-
ildren who live:-on Federal property with a parent employed on
%
Ty
LS

&

(2)
ed at 90 percent of LCR.

’ Fede
"an children ifi~their schools, -
<«

(3

Fed al property located in another county (buEiin the same State) as
in which. ther local educational agercy is _Jlocated form the_ basis_
rcent of LCR.

5

) ?h
of an entltlement computed at 90
Also, local educational agencies with "Super a*® dxstricts were given
special recognition by providing that 100 percent of LCR would be used
. ~

for computlng the entitlement for aé%
ith the sentitlement computed on the basis of 50 percent of LCR, the
/

subcat

-
.
-

under pﬁevious law all children who either lived on, or :lived
agent employed on, Federal property were classified together,
ories with entitlements computed as
.- R +

with
*y

Whereag
-9
revised law created four.
follows: N
. ':)S
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- e
(1) Children with military parents form the basis of an entitlement

-

- compated at 50 percent of LCR. - = . -

(2) Children who live on Fee:ral property form the basis of an enti-
tlement computed at 45 percent of LCR. & 1

(3) Children who live with a parent employed on Federal'property in -,
. the same county as t;ha& in" which the "local educational agency is
located form ‘the basis Ofs an entitlement computed at 45 percent of

o ICR. - } i
(4) Children who 1live with a, parent employed on Federal property in

- another county (but in the_same State) as the local educational agency.
form the basis of an entitlement computed at’ 40 percent of LCR.

i

In addition to the reductions in percentage of LCR used in computing
TN the amounts of entitlements noted above, the revision excluded from the
count any children whose parents were employed on Federal property
located in a State other than that in which the local educational agency .
was located. T i -
s \ .
Jurisdiction Over Method of Making Payménts. Section S5(c) of Public Law
874 was revised by .initiating a new approach to making payments when
appropriations are insufficient to satisfy all entitlements. The new
approach was designed to limit the discretion which could be exercised ~
in the budgeting and appropriations process in determining .the amounts
to be applied toward partially satisfying entitlements. This new
approach required that ,payments be:- made in three steps -or "tiers":
"

‘In Tier I, a ‘uniform 25 percent of all entitlements were to be paid.

i ) In Tier 1I, varying percentages of entitlements were to be paid, in
’ addition to the amounts paid under Tier I. These percentages ranged .

" from 75 percent in the case of "Super A" districts down to 28 percent

in the case of entitlements based on "out-of-county”® "B" children.

. Entitlements based on children from low-rent public housing were

excluded from payments under Tier II. No payments could be made

under Tier=II unless all payments under Tiet I were made; and no i
i ’, payments .&suld be made under -Tier II unless all payments were paid
?h o under Tir II. 7 = .

i

a Iﬁ: Tier III, ahy funds remaining were to be paid in parttal satisfac-
tion of unsatisfied_entitlements:in proportion to the extent -that

> Lo they %ere unsatisfied at the completion of payments undet Tier II.

% ’ This rigid system of payments made almost mandator ' iations at a*
"o, i o level necessary to fund Tier II. o wrbp\
) N =z .

' %In order to protezt: ﬁgainst impoundments, the language of section .5 was
drawn’in duch a manner as to be enforced by the ant:i-impoun%ment:
provisions in the General Education Provisions Act which, by “that time,

- . . were known to be enforceable in the courts.

Low-Rent Public Housing. The 1970 amehdments to Public Law 874 which

added_ low-rent public housﬁ property\ to the definition of "Federal

property" also included a\-p ision which™distinguished low-rent public

i

L

)]
<




—Jreathent of Indian Children. Although prevxous law had, since 1958,
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housing entitlements from other entitlements and reguired an earmarked
appropriatign for making payment on them. Through 1974, no appropria-

tions had been made available for low-rent publi¢ housing. -

The 1974 revision of section 5(c) remo that distinctjion, thereby
requiring that low-rent public housing enti lements- be~£tinded at least ‘
at the Tier I level. . Low-rent public housing was excluded in Tier II, Vv
but the effect of that exclusion was .to double low-rent public housing
allocations in Tier- III, (Under Tier III low-rent public housing
payments amounted to about 45 percent of any.money paid out under Tier
III, making Tier III funding "very attractive to the _large cities.)
Funds paid for low-rent public housing entitlements were required to be
spent on projects designed to meet the educational needs of educational-
ly deprived children from low-income families--a limitation on the use
of funds for which there was no precedent in Public Law 874. {(This
requirement was deleted in 1978. ) <, = .

. *

IncIude@ Tndian children in the Impact Aid, Program, they were treated in
the same manner as all other federally-connected children-—even though
they had characteristics which were, uniqué. They were generally "B"
children because of their place of res1dence on reservations; and there
was most often no place of non-Federal employment because their parents®
livelihQQdmgg%zfrom farming, grazing, or otherwise working on reserva=
tions. Very ttle school revenue could be raised to support the cost .
of their education. In most respects the charééterzstlcs of 1Indian
children resembled, more nearly those of "A" children than those of "B"
children. . - - .

L]

The reductions in LCR effected in the revision of section 3(b) were
found to be unjustified where they were applied to Indian children,:
For this -reason the 1974 revision of section 3(a contained a provision é
which required that all children living on Indfan lands be treated in
the same manner as military "a" children, with the result that most . -
school districts .on or near reservations became "Super A" districts.

¥

B

7) Implementation of the 1974 Amendments ) ’ .

.

The 1974 revision of sections 3 and 5 of Public Law 874 was probably
the most extensive modification of that law to be enacted since the
inception of the Impact Aid Program. The creation of the subcategories
within section 3(a) and 3(b), the variable ILCR in section 3(d), and the
complex payments provisxons in section 5(c) presented an already
overloaded sgtaff in the Division of School Assistance in Federally® .
Affected Areas with the difficult problem of revising almost every form
and;g;ocedure which had been used in the past. —

* e -

Local educational agency. officialg across the country were confused by
the changes and uncertain about their functions under the new law.
There were new forms to submit and school budgets to put together under

circumstances in which past experiences did not provide any guidance as
L
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to the amounts of Impact’Aid'paymengs which would be available in the
next fiscal anr. “ I > )
%h$s s}tdation was complicatea by the fact that the Administraglon, in
ts allocation of personnel and budgeting process for fiscal year 1976,
ignored the 1974 amendments. The budget proposal submitted for that

- fiscal year was conceptually “the same as that which had been submitted

the previous year, making no.gcknowlngment of the changes in the’law.
rd 5 -

Appropriations were a problem. Even though the total of the entitle-
ments had been, reduced in the reform (by approximately $100 million
from what they would have been without the reform), the mandatory
funding level under the new tier "system was to require approximately
$200 million more than appropriations of the previous year. :Cost
estimates .from the Administration were found to be so unreliable -
that those of the Library of Congress had to be used.
. .
Even though the appropriations to fund Tier II were enacted, the
appropriations committees were known to be -Unhappy about the strait
jacket into Which they had been thrust. _S8ome members of- those commit=
tees were very unhappy that they.%e;e forced to fund low—rent/public
housing entitlements for the first time, in a year during mhich they
had hoped to fund- no new programs, - The natural tension which would
arise from ;;g;_gituation develop%g and increased in the appropriations

- -

process duripg the next two years. ,

¢t -
N .

8) The 1978 {Ancndnents

In 1977 and 1978, ‘during the time when the legislation which became the
Education Amendments of 1978 was being developed, there was a reaction
against the mandatory funding requirements in the +tier gystem, This
issue came to a head on the Senaté floor when the ,education

being considereqd. :

o r . - N =
The Chairman of the Senate Committee on Appropriations and some of  the
members of the Senate Budget Committee succeeded in amending the Senate
bill with a view toward eliminating the mandatory nature of the tier
system. Part -of those amendments was the section which created the
Commission on the Review of the Fedaral Impact Aid Program.

The final result of these amendments ‘was a 35 percent: reduction in the
amountg to be paid under Tier II and the creation of a cotresponding
payment authority which would allow appropriations. legislation flexi-
bility in determining the amounts to be appropriated. ,

The Education Amendments of 1978 also created fqéther distinctions in
favor of "Super A" districts which lowered the e igibility for- "Super
A" status from 25 pergent "A" children to 20 percent and provided for
funding military *B™ children eptitlements in the Same manner as such®
districts are funded for "A" chil&Fen entitlements. ’

'
It was in’ this context that the Commission was created under section
1015 of the Education Amendments of 1978.

-~ . =
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" F. BASIC ELEMENTS OF THE IMPACT AID PROGRAM

3
=

Public Law 874, -as amended, provides finar}ciai assistance to 1local
educational agencies in federally-affected areas. Title I of the Impact

-« Ald Program includes seven Bedtions. Five of those sections authorize

program assistance as follows: - o

Section 2 eftitles a local educational agency to a pa_y'mente: 'where. the
Pederal acquisition of :real property results in a continuing and sub-
stantial fipancial burden. L s

- ~
* - -

Section 3 entitles a local—educational agency to a payment for "the costs

arising from the Shildzen of parents who work and live on Federal

property and for the the costs arjsing from the children of parents. who
. work or live on Federal property. .

N -

Section 4 entitles a local educational agency to a payment in «cases of
" certain sudden and substdhtial increages in school enrollment due to

Pederfal activity, / A ’ .
Section- 6 authorizes payments to Pederal or other agencies on account of
childrea for whom local school districts are unable or unwilling to
provide a free public education. . .
Section 7 authorizes a payment to a local educational agency-in the case
of certain natural or other major disasters. ’

In addition to6 those five different autharizing sections, section 1

. contains the declaration of policy for the Impact Aid Program, and
section 5 sgpecifies applications and payment requirements, including
thgse affecting the distribution of available funds when appropriations
are insufficiefit ‘to pay in full entitled amounts. Section 5 also
contains provisions regarding the treatment of Impact Aid payments under
State laws for financing public education. - - -

Title II, no longer part. of Public Law 874, is now Title I of the

Elementary and Secondary Education Act of 1965, which provides agsist-’

ance for educationally disadvantaged children of low-income families.
Title III, created by part A of the Indian Education Act, assists local
—educational agencies educating children residing on Indian lands. Title
_IV General Provisions defines terms used throughout Public Law 874.
« Sectidn 1. The declaration of policy set out’ in section 1 of Public Law
874 describes, in general terms, four - types of activities which merit
financial assistance to loca% *educatigngl agencies: (1) the acquisition
of real property by the United States resulting in reduction in the
revenue available to local educational agencies from local sources;
(2) the education of children whose parents reside on Federal property;

Ve
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{3) the educatlon of children whose parents are employed on Federal
property; and (4) Pederal activities which -cause a sudden and substan-
tial increase in enrollment.

The policy statement~descr1bes the design of the law under which local
educational agencies are ccmpensated for two types of burden: (1) re-

moval of real property from the locaI tax® rolls, and (2) the cost of )

educating children who either live on ‘Pederal progerty or who are
-connected with a Federal activity.
- &

Section 2. Local educational agericies are compenSated under section 2
of Public Law 874 for the financial burden of ownership of property by
the Pederal Government in their district. Pederal Property is defined
in the general provisions of Public Law 874 as: "any real property...
owned by the United States or leased by the United States, and which is
not subject’ to “taxation’ by any State or by the District of Columbia.”

" That definition includes property held in trust by the United States for

.individual Thdfans or Indian tribes and real property held by individual
Indians or Indian tribes which is subject to restrzctzons on alienation
imposed by the United States. In addition, low-rent public housing is
Federal ‘property for'the purposes of Impact Aid, as is any. school
providing flight trarnrng to «Air- Force wembers at-a -government-owned
airport and tax-exempt.property owned By a foreign government or by an
international organization. Any interest in Federal property under an
easement, lease, license, permit, or other arrangement is Federal
property. Improvements of any nature other than pipelines or utility
Mnes on Federal property are included, even if those improvements are
taxable by the State or locality. Thus it is the tax-exempt status of
property, rather than who owns it, which triggers  special treatment
under Impact &id. ’ :

E

Under section 2, a local eddcational agenoy is entitled to compensation
if the Secretary determines that in any fiscal year ending prior to
October 1, 1983: 3 ’ ‘ -

- -
e d

“

(1) the United States owns _propetty in the school district of the

local educational agency, acquired after 1938:
(a) which it acquire& other than by an exchange for other Federal
property in the Bchool district«owned by the United States beforgs
193‘8' hd
(b). which also had, at the tzme of its acquisition, an assessed
value of ten percent of more of the assessed value of all real
property in the school districty

= -

<

(2) ‘the acquisition placed a substantial and contimued finandial
burden on the local‘edhcatignal agency; and

P - - ~r
(3) the local educational agency is not being substantially ,compensht-
ed, for the loss inm revenue from Pederal ownership by increases in

ES .
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revenue from Federal activities carried on with respect.to the Pederal
-—Pproperty, .* J g

t * . -

- Apblicants»unde; section 2 receive priority when insﬁfficient appropria-
" tions m@st be allocated among applicant local educational agencies; thex
_are paid 100 percent of their entitlement under section 5(¢) of the law.

The history of eligible lotal educational agencies, and their rentitle-%

ments and payments under section 2, is as fglloys:

—_— -

e

i

i

il

FISCAL NO. OF ELIGIBLE NET
YEAR LEA APPLICANTS .| ENTITLEMENT * PAYMENT
-1 1979 . unavailable $12,065,98 $12,065,981
1978 249 11,552,393 11,552,393
- 11977 231 9,807,997 9,807,997
1976 . 243 11,955,080 7,651,250
1975 201 7,616,594 7,615,674
1974 179 7,865,267 7,865,267
1973 158 7,258,247 | 7,258,247
1972 153 6,243,205 6,243,205
1971 147 3,975,868 3,975,868
MR- —T YT E A ¢ "3,673,827F | 3,673,827
1969 108 3,747,694 3,747,694
1968 98 3,295,361 3,295,361
1967 108 . 2,691,613 2,691,613
1966 . 99 2,427,788 2,427,788
1965 85, 1,699,765 . 1,699,765
1964 89 1,523,580 1,523,580
1963 81 -| 1,486,359 1,486,359
11962 78 1,250,065 1,250,065
. 1961 73 797,165 797,165
1960 57 603,264 603,264
—— |1959 55 556,667 556,667
"{ 1958 48 . 498,139 498,139
1957 45- 357,531 357,531
1956 37 319,433 319,433
1955 32 323,541 323,541
: 1954 - 33 259,780 259,780 =
1953 28 L. 243,561 243,561 -
-[1952 25 319,844 319,844
1951 28 222,193 222,193

Source: Compliled from Division of School Assistance in
’ Pederally Affected Areas (SAFA) data.

Section 3. Section 3 of Public Law 874 authorizes payments to local

) educational agencies on the basis of entitlements for children of

.. . parents who either work on or live on Federal’ property or both. The

kinds of connections a child may have with the Federal Government

detérmine the burden imposed by the Federal GoVernment on the locality

and consequently the amount of compensation. These children are classi-

fied under two broad categories: 3(a), those living on Federal property

5o
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with parents who also work on Federal property ("A" children), and 3(b),
those 1living with parents who either work or live, but not both, on
Federal property (*B" children). T
*A" children have a double Pederal connection--the child's parent both
lives and works on Federal property--and the federally~imposed burden is
presumed greater than that of children whose parents live or work on,
but not both, Pederal property. For this reason, educational
agencies are compensated re per child for "a® childre than for "B"
children. Children are either military or non-military; for children of
parents on active duty in the military services,. local educational
agencies receive more Pederal compensation than non-military "aA's. 2_ﬁ_\ .
Children residing on Indian landg are classified as military "A's" for
o the purpose of determining entitlements. WNon-military "A's® are further
- divided into two categories: (1) children whose parents work on Federal
- property located in whole or part in the same county in which the local
educational agency applying for Impact Aid is situated and {2) children
whose parents work on Federal property located in whole or in part in
the same State as the school district of the applicant local educational
agency. Local educational agencies are compensated at the same rate for
both types of non-military "A® children. -

"
1

. i \lm

nnm‘

There are three main categories of FB* children: (1) those living with
parents- who res1de on, but do not work on, Pederal property; (2) those
living with a parent working, but not living ‘on Pedetal property; and
(3) those having a parent on active duty in the military. Children
residing with a parent employed on, but not living on, PFederal property
are further divided into two types: (a) those with a parent working on
Federal property located in whole or in part in the same ¢ounty as that
in which the school district of the applicant local educational agen8y -
is located and (b) those with parents working on Federal ’@roperty.
though not: in' the same county, located in whoie .or in part in the State
as the school district of the applicant local educational agency.

Included in a count of "B" children are those in average daily attend-
ance for whom a school provides a free public education, and living with
a parent who was, at any time during the three year period preceding the
fiscal year of application, a_ refugee meeting the requirements of .the
Migration and Refugee Amsmistance Act of 1962 which provides assistance
for Cuban refugees. e

Local educational agencies are eligible to receive section 3 assistance -
if they enroll at least 400 federally-connected children or have at

¥ least three percent of their enrollment comprised of federally-connected
children. In any case, a local educational agency must have at least -
ten federally-connected children. The law provides two excCeptions to
the three percent rule: (1) there is a gradual reduction of payments
over two years if a local educational agency fails to meet the three
percent requirement in one year, having been eligible the preceding
year, and (2) the Secretary is adthorized to waive the three percent
requirement if imposing it would defeat the purpose of the Impact Aid
law.
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A special, more stringent eligibility requirement exists for local
educational agencles basing entitlements on children of Cuban refugees.

L

of the total number of children in average daiiz‘fttendance.
Section 3 contains a special provision for local educational .agencies
with an enrollment of which federally-connected childfen constitute
50 percent. Those local educational agencies, frequently referred to
as "3(d)(2)(B)'s, eceive an increased entitlement under section
3(d)(2)}3) if gg;fﬁggéinal entltlement, plus State &nd local contribu-
tions to the 1 educational agency, .is less than reqiired to enable
it to provide a level of education equivalent to that maintained in
comparable local educatiocnal agencies, -

A history of entitlements anﬁépayments made tb eligiblée local education-
al ‘agencies under sectlon 3 follows:

w

?

X FISCAL | NO, OF ELIGIBLE NET
s YEAR LEA APPLICANTS ENTITLEMENT PAYMENT

1979 unavailable $1,187,005,793 $661,048,926

1978 4,340 1,046,802,168 663,072,087

1977 4,340 1,045,396,157 622,781,943

1976 4,111 | 988,944,919 582,026,001

1975 4,301 972,383,406 557,055,049
1974 4,363 - 981,525,733 518,052,851 !

1973, 4,426 1,017,741,753 516,131,625

1972 4,600 505,345,548 |’ 540,483,146

1971 4,627 482,941,412 491,503,087

1970 | 4,519 553,438,060 |_ 470,713,713

1969 | 4,325 513,489,448 467,836,919

1968 | 4,149 460,330,961 449,591,625

. 1967 3,836 382,825,442 | 386,476,970

- 1966 4,040 345,506,305 344,376,115

1965 4,071 307,611,962 - 296,677,846

1964 4,075 280,611,457 274,524,892

L1963 4,072 256, 129,584 246,381,411

1962 3,972 230,451,924 222,652,476

1961 1 3,897 201,185,020—] 195,058,190
1960 3,775 175,301,941 173,374,094

1959 3,736 147,294,381 147,230,438

1958 3,326 116,068,770 | 116,184,362

1957 3,300 104,790,053 104,785,040
1956 2,806 76,930,644 76,930,928 -

‘171955 " 2,631 67,114,248 —+~ 66,745,336

1954 2,445 . . 64,152,852 ~ 64/152,852

1953 — 2,157 49,271,703 . 49,271,703
1952 1,722 39,292,144 | _ 39,284,743

1951 1,109 23,421,452__| 22,236,991
Source: Compiled from SAFA data., — % . .
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In those schools, refugee children must constitute at least 20 percent -

/
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Section 4. Section 4 provides for ‘increased payments to local e@uca-
tional agencies experiencing suadenggggLsubstential increases in. enroll- "
ment caused by increased Pederal act vitieg. The additional children

may, but need not, be "A® or *B* -.children. *

¢ A local educational agenéy is entitled to an increase in payment if the

! following three facts-are present: - L

(1) the Secretary finds, on the basis of estimatés made in the previ-
ous year, that Federal activities have caused increases in average
. daily attendande in the local educational agency amounting to at least

average d¥ily attendance during the preceding fiscal year and the
number of children whoSi attendance that year resulted from Federal
.= activities; = . -
’
(2) those Pederal activities have placed a substantial and continulng
financial burd%g on the local educatxona} agency; and ‘ .

-, (3) the local educational agency is making a regﬁﬁnable ax effort and
is, with 'due diligence, seeking State and other financial assisgtance,
but cannot find funds sufficient to meet the increased costs of
educating the fe&erally-cohnected children. :

. If-a logal educational agency satisfiés these three reguirements, it is
’ entitled to receive an amount- equal to the cost of educating the addi-
tional' feflerally-connected children, minus funds from other sources
available for their children. T

-

Section 4 also makes provision for lécal educational agencies which have
made preparations to. p:ovi free public education to an additional
number, of children due to_ an ihcrease in Federal activities and there is
- ) a decreasegln enrollment becauge Pederal activities decrease, cease, or

fail to occur. In"such cases, the local educational agency redeives the

amount to which it is otherwise e itled under this section, increased .
* . by the amount: the “Secretary judges |it would have been entitled to but
for the decrease in.Federal activities, minus any reduction in current
gexpenditures in that year the Commissioner determines the local eduga-
tional agency has, or reasonably should have, experienced because of the .

. decrease in Federal activitles. . -
- -~ ' -t

s 4

i
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A history of section 4 entitlements and payments ma&e to eligible local
educationdl agencies follows:

£

-

.

i

five percent of the difference between the number of children. in -
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~ payments under State school finance plans.- . .

FISCAL | , NO. OF ELIGIBLE : NET ,
YEAR . LEA APPLICANTS ENTITLEMENT * PAYMENT
1979* 0 . "0 I} 0 P
1978% 0 IS 0 0 )
< | 1977% 0 0. 0
1976% 0 B 0 0
1975% . 0 0 0.
» 1974% 0 . 0 0
. #1973 1 131,642 . 131,643 e
1972 3 47,006 47,006
1971 5 23,392 v~ 23,392
1970 8 77,940 77,940
g 1969 7 725,177 725,177
1968 3 1,085,316 1,085,316
1967 |- 16 1,659,663 1,659,663
. 1966 . 13 - 2,274,852 2,274,852
1965~ 10 1,905,424 1,905,424 N
1964 9 1,640,020 1,640,020 |, ;.
1963 _, 12 1,479,549 ° 1,479.54971 .
1962 = 9 1,551,739 1,551,739
1961 6 . 982,640 ) 982,640 Lo
| 1960 17 1,651,375 , 1,651,375
1959 35 1,814,819 " 1,814,819 1 -
7958 2 14,356 14,356 AP ¢
1957 a 86 . 908,911 908,911 s
1956 146 B 3,617,397 3,617,397 :
1955 189 4,168,771 4,168,771 oo
1954 149 4,658,500 . 4,658,500 . .
1953 145 5,085,638 .4- 5,085,638 \ s
1952 133 5,414,160 5,414,160 # )
_ 1951 | 122 5,967,393 5,967,393 )
7’ - -
* There have been no payments under section 4 since 7973.i
Soiége: Compiled from SAFA data.
1 . 2y R
Section 5. Section 5 specifies application™and paymént requirements,

including " those affecting the distribution of .available funds when

appropriations are insufficlent to pay all entitlements in full, &
Section 5 also contains provisions regarding the “treatment of Impact Aid

= ! = ’ - -
When appropriations in any vear are }nsufficient to satisfy the entitle-
ments of all eligible local educational agencies fully, payments .are

. redu¢ed. according to a schedule set out in se&dtion 5(c) whereby payment3

are authorized in three ®"tiers®:

Tier I. Twenty-five percent of entitlements under sections 3(a) and
3(b}; 100 percent of entitlement under section 2. . e L.
65
. - %
= R ‘ .
. -
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.o "Super A" children;
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Tier II, After, and only if, the amounts authorized in Tier Irare fully
paid, the remaining funds are allocated on a graduated scale designed to

‘children, to wit: -

E »

" set-out priorities among ‘local ,educational agenc}es and categories of

® 60.93 percent of éniitfement to local educational agencies providing
education for children residing on Indian lands; -
. ' . : . ) o
€§ 48.75 percent of entitlement to local educational agencies receiving
an increase under section 3(4d) (2) (b) (heavily impacted school dis-
tricts); ) :
#.48.75 percent of entitlement to local educational agencies having
"Super A" childrén and military "B's"; s -

'® 42.25 percent of entitlement to local educational agencies having
military "A's"; ) -
. . _ . .-
36.85 percent of entitlement to local educational agencies ha@?ng
‘non-military *a's”®; )

~

-~ *

©-11.375 percent of entitlement to-iocal educationai é@encies having
military "B's" other than those in local educational'agencies having

.

— €

- - .
 *

=

';bhildzen connected with Federal property situated in whole or in part

in the same ‘county or school district as the Iocal educational agency-
-applying for Impact Aid; . 3, .

. ‘s 9.36 percent of entitlement to ldcal educational agenc&es having;"B"

LATY - e ™~ . hd Ed
© 7.28 percent of entitlement to local educatiofal agencies having *B"
iEhil@ren connected with ?ederal'groperty‘locateg_in whole or in part

inftheisame State 'as the local educational ‘agency. ’

+

This schedule of payments -constitutes the first part of Tier II. The
second part of Tier II allocites any remaining funds, after the first

_part is paid, 'by:

e insuring local educational agencies Qp percent of their previous
year's payment, and
r -

—_ .

e. allocating any amount remaining jn accordance with appropriation
aCf_gS.

2

Tier II1. If more funds become available after sums. are allocated
pursuant to the appropriations acts, a third tier of payments §rovides a*
'Efo,rata payment of these fupds to local educatipnal agencies on the
-basis of their unsatisfied section 3 or =segtion 4 entitlements.

Impact Aid and State Aid. Section 5(d) establishes rules governing the
relationship between Impact Aid payments to local educational agencies
.and payments to those local educational agencies undet programs of State
aid for public education. Wo payments under the Impact Aid Program may

*

-

-~ i . o - ¥,
2

s

J




A
=Y

-30-~
A
AL

e '

v o

L3 -
’

be made to any local éducat ional agency ‘in a State if that State, in its
State aid program, takes into consideration the payments to any local

educational agency;under thre Impact Aid Program, . cos L

- " The exceptivn to this rule is that, a State may taKe Impact Aid payments

into cdReideration when determining. the, lodal educatiohal -agency's

.. Einancial resources and: needs  if it has a program to equalize expendi-

- tures for public education throughou he State. However, whenever a
" State or local educational. agency wi be adversely affected b

requirement that a State can take Impact Aid payments into consilleration

only if the State has a valid equalization plan, the local educational

agency will be afforded notice and opportunity for_.a hearinq prior té

reduction or termznatipn of Impagt Aid payments.

Section 5(dy(2) of the statute” provides that "equalize expenditures”
shall not be construed to affect adversely programs of State aid for
free public education for the hand apped, bilingual education, educa-
tion for the economically disadvantaged, or educatdon of the gifted or
talented; thereby a State is not penalized for weighting the cost of
providing these educational programs.
7

The statute further provides that the State may consider Impact aid
payments - &5 local resources only in proportion te the share- that local
revenues covered under a State equallzation plan make up of total local

3

revenues, ) ) -

".Section 5(d) a o' provides that if a State deszres}%o take payments

under that sectioi\ into consideration’ for any fiscal year, that State

not later than- 1xty days prior to the_ beginning of that fisgal

yeary to submit not;ce to the Secretary of its zntentlon to do so. This

noticé” is to enable the Secretary to determine the extent to which the

S program of State aid of that State is consistent with the equallzation

- provisions of section 5(d). In~ addltion, local +gducational agenciés

within that State must have been given notice of fhe intention of the

State. If the Secretary determines that the prog of State a1d of a

Stat€ so submitting notice is consistent yith hose provisions, the
Secretary is to certify .that determination to that State.

Section 6. Section 6 allows the ?ederal Government to provide a free
public education for children residing on Federal property or who are
children of active duty members of the Armed Forces.

«lllbltw

** For childten residing on FederaI\property, the Secretdry is+ authorized
to make these arrangements only if: (1) no tax revenue of the State, or
:its political subdivision, may be spent to educate those children; or*
(2) after consultation with the State education agency, the Secretary
concludes that no local educational agency is able to provide a suitablg
free public educatian for those children. 1

- . %

L3

For chxldren of active duty members of the Armed Porces, the Secretary
is authorized to make these arrangements only if: {1) the schools in
which a' free public education is usually provided for those children. are
made availablé to them by official action ®f a‘State or loal “govetn-—

* mental autz?rity, or (2) after consultation with the State educatign
'y . - F - - .

1
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agency, the Secretary concludes that no local educat ional agency is able
to provide a suitable free public educatidn for those children.
r 4

Under certain ciréﬁﬁ§?§%ces, the Secretary may arrange to provide a
section 6 education for children residing in the area adjacent to
Federal property who had a parent employed on that property during some
part of the fiscal year during which the education is provided. The
Secretary may do so only if, after consultation with the State education

*agency, he determines that (1) providing such an education #s appropri-

s

ate to carrying out the purposes of Impact Aid, {2) no local . educational
agency can provide a suitable free public' education to such children,
and when the need for such education is not temporary; and (3) the local
educational agency or State education\ cy, or both, will make reason-
able tuition payments to the Secrefdry for educating such children.

The following is a history of payments and entitlements under section 6

\ R

- for all eligible applicants,.
-,educational agency applicants.

including the .number of eligible local

P

= TOTAL ELIGIBLE }
FISCAL | ELIGIBLE, ' LEA NET g
YEAR APPLICANTS |' APPLICANTS . | ENTITLEMENT PAYMENT'

T 11979 . 22 * $45,896,644 $45,896,644
1978 23 5 56,810,667 57,644,800
1977 25 5 . 52,455,720 52,386,927
1976 . 25 4 45,958,960 45,866,899
1975 25 4. ~| 42,962,308 42,675,678
1974 25 3 39,472,714 39,082,248
1973 28 8 41,500,000 | 39,041,117
1972 29 8 36,208,672 36,208,672
1971 30 *: 7 34,028,405 34,028,405- ]
1970 32 7 - 29,972,946 29,972,946
1969 47, - 17 .7 28,892,668 28,892,668
1968 48 - 18 26,028,300 26,028,300
1967 .48 16  — | 22,620§411- | 22,620,411

% ;1966 52 1. 20 . 20,072,416 20,072,416

1 1965 54+ 22 é%" 18,974,472 . | 18,974,472 |

. 1964 55 22 ~ 1 717,005,165 17,005,165 ]
1963 61 21 15,016,054 15,016,054
1962 56 - 22. "13,221,781 13,221,781
1961 56 22 11,406,026 11,406,026
1960 45 13 9,191,907 9,191,907
1959 "33 2 ] 7,249,346 7,249,346
1958 32 1 5,682,664 5,682,664

. 1957 - 32 "3 5,268,394 5,268,394 |-
1956 35. 4 4,797,499 4,797,499
1955 . * - 3,670,283 “3,670,283
1954 24 "5 2,788,955 2,788,955
1953 * * 3,095,690 - 3,095,690

.| 1952 * * 2,788,034 2,788,034
1951 * . ' 75,000 75,000
* Data unavailable. ) ,
Sourcee Cempiled -from SAFA data. . & -

- L ) ;

. )
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Section 7.

Sedt}én 7 authorizes assistance to local educational agen-.
- cies suffering damage from disasters, if four conditions are met: (1)
@e school facilities Qf the local edwcational agency must have'been de-
stroyed or seriously damaged as the result of a catastrophe; (2) the

Governor of the State in which the local educational agency is locat

must have certified the need for disaster assistance and assured reason—
able 'State assistance; {3) the Secretary must have determined that the
agency experiencing the disaster is using or will use all State and
other financial assistance available to it for providing a free public

education to children attending the damaged schools but because of the

disaster cannot obtain sufficient funds; and (4) the local educational -

agency must have provided for conducting educational programs under
public auspices for private school children whose education programs are
disrupted bys the ‘disaster if the disaster is extensive enough to have

impaired private éducation.
s = =

Section 7 further authorizes the Secretary, pending appropriations,
to spend any funds available to him necessary for immediate -disaster

assistance.

The Secretary must report any expenditure pendfng‘appropri-
ation in the' form of a budget éstimate to the House Appropriations and

Equcation and Labor Committees and the ,Senate Appropriations and Labor

.and Human Resources Committees within 30 days of the expenditure,

These

expenditures ¢ill be reimbursed from forthcoming section 7 appropria-

.

tions. . .

1]
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CHAPTER I

EVALUATION METHOD

Il

A. THE USE OF A PRESIDENTIALLY APPOINTED COMMISSION

TO EVALUATE AN EDUCATION PROGRAM -
The Commission is a 10-member presidentially appointed panel, charged
with the responsibility for evaluating the operation and administration
of a major education program. The Commission is carrying out, its
mandate by conducting its evaluation directly, using Federal employees 3
and procedures, rather than contracting with an experienced organization
» - not bound by normal Pederal procedures,

. " . 71}y bDirect Evaluation Rather Than Evaluation by a Contractor -

il -

When the®ommission was originally established, the BEW administrators
in charge had assumed that the study would be conducted under private
contract. Cost estimates set out in its charter were based upon that
assumption, The two previous studies of Impact Aaid were conducted ¥
through contracts with private organizations, Therefore, the Chairman
of the Commission and the temporary executive director, upon their
appointment and designation, explored the possibility of contractifg the
currenta_study. It was discovered that contracting procedures would
require several months before the study could begin--as long as eight
months--and that once a contr had beden let the degree of day-to-day
control of the work done by the contractor would necessarily hgve been
" limited by the nature of the contract. It was also found that ?ontract-

ing would probably be more expensive han a direct evaluation.
. .

7

. In addition, it was thought that c0ntracting the study would be incon-
. sistent with the use of a multi-member Commission, appointed by the -
- Presfdent, to/ study an established, politically sensitive education #
grogram. - .
o the cbntracting approsch was to conduct the study
y available to.the Commission under the law.

-y

‘The‘alte;nstive;
with the authorj

2) Authorityé

or, and Procedures for, Direct Evaluation s i

The law relevant to conducting the study directly was that contained in

7, . part D of the General Education Provisions Act (the so-called "Education
8 ‘ " 2/ When the ission was originally z\tablished, the Department es-

timated it# costs for fiscal year 1980 to be $575,000. The actual
expenditure for fiscal year 1980 was $447,000. ’ )

~ .

, . a5 . ‘ o )
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Advisory Council Code" (EACC)).E/ Provision for Eiringystaff to assist
the Commission in conducting the study is made in section 445 of the
EACC. Section 445 contains the authority for educdation advisory coun-
cils to obtain the services of staff., That authority is set out in
subsections (a), (c), and (d) of section 445 of the Genezai Education
Provisions Act which provide, in parts

“(1) "that the Commission is authorized to appoint, without regard to

the provisions of title 5, United States Code, governing appointments

in the competitive service, or otherwise obtain the services of, such

professional, technical, and clerical personnel as may be necessary to

enable it to carry out its functions, as prescribed by law; and

(2) subject to the regulatioqé%of the Secretary of Education, that the
Comnission is authorized to procure temporary and intermittent ser-
vices of such personnel as are necessary to the extent authorized by
section 3109 of title 5, United States Code, but at rates not to
exceed the rate specified at the time of such service for grade GS-18

in sectiom 5332 of gsuch title; and .

(3) that no employee of the Commission may be compensated at a rate in
excess of that which guch employee 'would receive if such employege were
appointed subject to the appropriate provisiond of title 5, United
States. Code, regarding appointments to, and compensation with respect
to, the competitive service, except that ==

(a) thé executive director of the Commission is to be compensated at
the rate specified for employees placed in grade 18 of the General
Schedule set forth in section 5332 of such title 5; and

(b) in accordance with regulations promulgated by the Secretary,

v other employees of the Commission are to be compensated at such
rates as may be necessary’to enable the Commission to accomplish its
purposes.

3/ section 1015(c) (2) of Public Law 95-561 provides that, to the extent

that part D of GEPA is not inconsistent with the provisions of such
section 1015, such part D applies to the Commissien. Part D of GEPA
was designed to provide uniform law and- procedures for education
advisory councils. PFor councils having members appointed by the
" President, part D provides, and the Comptroller General has deter-
mined, that a great deal of independence vests in the appointed body
itself. Therefore, the administrative provisions of *part D would
appear, in general, to be appropriate for a Commission mandated to
study, independent of Executive Branch control, an education program
of the type that Impact Aid is,
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The Commission is‘an 1ndepend'pt establishment in the Executive Branch
not’ part of any other ‘agency.~ Even so, ,under the laf, the Commission
was attached to the Committée ,Management Staff of the Department and
bound by the rules .and procedures normally governing advisory committees
-on education programs. The, administrative services for the, Commissiomn
were to be provided by the Office of Education (and its successor the
Education Department, hereafter referred to as the "Departmeni").

The use of a multi-member Commission with Federal employees to evaluate
an established education program is unusual, if not unidque. 1In fact,
the Commission has ¥found no precedent for it. For this reason, the
Commission includes 'in this report a discussion of this method of
conducting research. Shoul& the Congress decide to use this method of
conducting a research study on another program or subject, some of the
lessons learned by this Commission may be helpful.

The Commission has determined that it is possible to conduct an unbi-
ased, academically sound, yet polltlcally sensitive study, using
Government employees and procedures. The Commission, as an independ-
ent establishment in the Executive Branch, has, under existing law,
sufficient independence with respect ?%,direction, purpose, and poli-
cies, to conduct an unbiased study.=/ The same cannot be said thh
respect to the admlnzstratlve procedures set up by the Department in
compliance with that law. .

~

()

The duration of the Commission was limited; therefore, its employees had
temporary appointments. The time during which its task was to be
completed was short, requiring that the normal administrative processes
governing the departmental program administration be modified for
expeditious action. Because-of the nature of the work to be accomp-
lished, personnel classification standards,khad to be modified from those
governing program administration to those necessary for a study of the
type mandated by the Congress.

The normal procedures used by the Department for hiring employees and

procuring supplies and services have not been welI-s:iEed to the needs

of the Commission. Most important among those n s has been the

4/ This statement is supported by the reasoning and conclusions set out
in an opinion of the Comptroller General when questionsz were raised
concerning the,status of a body similar to the Commission. {De-
cision of the Comptroller General of*the United States. File
B-179188, January 31, 1974 and Apr11;15, 1976.)

5/ At the time of this report there are substantial questions regarding
what existindylaw is applicable to the Commission. If it is found
that the provisions of the Federal Advisory Committee Act apply, in
full, the statement above would probably. not be true.

v
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ability to find qualified personnel who aré~willinq to take temporary
+ appointments at Government salary levels with none of the normal bene-
fits which accrue with permanent appointments. Almost as important has
been the need to procure meeting space, supplies, and expert services in
¢ accordance with the schedule set out in the Plan of Study adopted by the
Commissign. Because the Department is designed to administer programs,
rather than to conduct short term projects, the administrative services
of that Department, and the proced?res for the use of those services,

have’ not lent themselves well to the needs of the Commission,

Sixty days is the normal minimum time for accomplishing many administra-
tive 3ctions in the Department--creating and filling positions, getting
approval for services, and renting meeting space. Longer periods of
time are necessary for contracts and obtaining the temporary services of
experts. This Commission has had to forego activities requiring the .
services of experts.and the use of contracts. simply because the time
' necessary to get appr0vals through the Department was greater than that
allowed under its mandate.

The major activities foregone G§f§ﬂ\§?o important studies concerning
major aspects of the Impact Aid Program®: -

{1) a comparison of the relative benefits of Title I of the Elementary
and Secondary Education Act of 1965 with those of payments based on
! . entitlements under the Impact Aid. Program which arise from low-rent
public housing property; and ’
{2) the relationship between Impact Aid and State. aid for publﬂ@
educatzon.

"In éach‘of these cases delays of, and

in some cases exceeding,

three

months in arranging for contracts and experts made completion of ade-
quate studies impossible and, had an attempt to conduct them been made,
inefficient expenditure of Commission funds might have resulted.

Ther? iz no compg;hensffggdocument or set of documents which delineate
the authority of Presidential advisory councils, staffing procedures, a
descr&ption of their administrative responsibilities, or a statement
describing the relationship between the Department and those gguncils.

As a result, the Commission has had to operate by trial-and~error on
contracts, -on personnel, on travel, on requisitiong, and on supplies.
The staff has not been able to give the Commissioners definitive answers
on the days for which they are entitled to be paid or by what authority
their salaries are ‘'set. The staff has had no guidance as to what are
eligible expendltures from Commission funds.

1
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The most serious problem in conducting a study under Federal laws is the
appointment and compensation of qualified staff. As of the date of this
report, the Commission has not been able to obtain from the Department a
concise body of rules and procedures governing the rights and privileges
of temporary staff. These rules and procedures have had to be discov-
ered -on a case-by-cése basis and they appear to have no consistency.
Some of the Commission employees have retirement and health benefits,
and others do not. Some appear to be eligible for quality step increas-
es, and others are not--without regard for the ‘merits of their work.
This has. been the case even though section 445 of the GEPA explicitly
gives controls over this matter to the Commission. '

A study of the type required by this Commission requires the use of
dedicated employees with good morale. This is difficult to achieve when
they have questionable status in the bureaucratic establishment as is
the case with temporary appointments,

-

B. METHOD OF GATHERING RELEVANT INFORMATIOR

The Commission, at the First Meeting, decided that the natufe of the
Commission’s structure was such that conduct of public hearings as a
means of gathering evidence was the best approach. This approach was to
be supported by a research staff.

Central to this study has been a carefully coordinated combination of

gathering evidence through both public hearings and in-house research ~

by the staff of the Commission, with a view toward balancing out weak-
* nesses inherent in both approaches,
The public hearings were designed to elicit the views of all interested
parties, Federal ,agencies, and experts in whatever form is most conven-
ient to them, while the staff research plan has been designed to provide
a theoretical and analytical framework for organizinggand understanding
“the evidence gathered through the hearing process.

The research staff provided the  necessary support activities for the.

Commissioners during the hearing process and attended those hearings.
The in-house research included statistical data, legal research, the
study of school finance laws, economics, and an extensive review of the
underlying premises of the Impact Aid Program and their present va-
lidity. ’ : ,

{

All of the information available indicated that the primary questions to
be raised would, in some way, revolve around these issues:

(1) Is there a Pederal burden imposed by Federal activities on local
educational agencies; if so, what is the burden, and is there an
obligation to compensate local educational agencies for Shat burden?

>
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(2) Does the economic benefit of Federal activities compensate for
the burden imposed? (Is there a net economic burden?)

(3) How should Impact. Aid funds be allocated, taking into considera-
tion the fact that some heavily impacted local educational agencies
are almost absolutely fiscally dependent ypon payments under the
program and _the fact that appropriations have fallen short of the
levels necessary to satisfy entitlements?

[
1”\

*

These three questions matched up with two of the three specific charges®
given the Commission: that the Commission review and evaluate --

(1) the equity of the present funding structure under
Public Law 874, ’
) (2) ##% . .
. (3) the ways in which districts of local educational
agencies which are Federally impac%sg can best be assisted
in meeting their educational needs.~

At the same time the staff was developed around three areas of research
which also matched .the three questions:
- ) /
(1) Legal and factual research on the nature of fhe Federal burden on
local educational agencies; ’

—{2) Economic analysis of the economic effect of Federal activities on
financing the schools of federally-affected local educational agen-
cies; and

-

(3) Public school finance.

Accordingly, the information was organized around the following
questions (which also form the framework of the Commission's recom-
mendationg}:

(1) Should the Impact Aid Program be continued?

(2) should there be basic changes in the Impact Aig Program?

(3) How should th€ term "Federal property” be ‘defined?

(4) What is the obligation of the Federal Government with respect to
the education of children connected with Federal property?

{5) Should local education§1 agencies eduéqting children in attendance
at public schools by reason of Federal law or activities be compensat-
ed therefor? .

§/ Clauses (1) and (3) of section 1015(F) of Public Law 95-561.
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(6) Which local educational agencies should be eligible for Impact Aid
payments?

(7} wWhat should be.the amount of compensation?

(8) How should funds be allocated among local education agencies when
appropriations are_ insufficient to satisfy all entitlements? and

(9) Shd&ld the States take Impact Aid payments into consideration in
their State aid. programs?

C. METHOD OP REVIEW AND EVALUATION

-

Any evaluation must have a guideline by which the thing evaluated is to

be measured. Some value judgment must be made as to what relevant ‘basic
principle has such overriding importance that it can be used to provide
a base line for considering the merits of all aspects of the thing
evaluated. That judgment 1is made by the creator of the evaluating
instrument~~in the case of this Commission, the Congress.

In two previous cases the Congress provided for studies of the Impact
Aid Program; and in each case the study was contracted to be done by-
professional research organizations.
r

(1) The first studyZ/ was a highly technical attempt to measure

burden and the just amount of compensation. The basic premises of the

program were examined and accepted and based upon those premises a

precise measure of burden was attempted. . N

{2) The second study§/accepted the fact that local educational

agencies weré receiving Impact Aid funds and concentrated on alterna-

tives to the then current program and on fairness within the program.
In addition, an internal evaluation of the Impact Aid‘ProgramE/ by the
Department of Health, Educatien, and Welfare used, as a central evalua-
tive principle, the reduction®of the costs:of the program.

_/ Stanford Research. Institute, 89th Congs., 1st Sess., Impacted Areas
Legislation Report and Recommendations, Senate Subcommittee on
Education of the Committee on Labor and Public Welfare (1965 Comm.
Printj.

8/ Battelle Memorial Institute, 91st Cong., 2d Sess., School Assistance
in Federally Affected Areas: A Study of Public Laws 81-874 and
81-815,' House Committee on Education and Labor (1970).

9/. Lawrence L. Brown, III, Alan L. Ginsburg & Martha Jacobs,'Imgact
Aid Two Years Later, An Assessment of the Program as Modified by
the 1974 Education Amendments (1978). .

a
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For this study the Commission sought an evalyative principle. The
legislative history of the creation of the Commission indicates that the
Congress wanted to know the extent to whzéﬁ payments under the Impact
Aid Program are still valid expenditures in light of the budgetary
constraints under which the Congress was operating. There appears to
have been little question about the validity of the principles and
assumptions upon which the original program was based in 1950.

On the basis of this legislative history two principles could be used in
the evaluation of the program: ’

(1) Accepting the validity of the principles and assumptions of the
original Act of Congress authorizing the , Impact Aid Program, have
circumstances so changed as to defeat their validity at this time?

'*‘t2)‘T07what“eRteﬁt do budgetary éonstraints constittte changed circun-
stances which bring into question the validity of those principles and
assumptions?

_ The second of the two--budgetary considerations--affected the scope of

the study, involving subjects and issues beyond the scope of the mandate
given the Commission by the Congress, yet not clearly excluded from that
mandate. 3

For this reasoﬁ, the staff, in its report to theACommlsszon, submitted
April 22, 1980, asked the Commission for guzdance as follows:

Scope of the Study. Should budgetary considerations be
. weighed against all of the evidence and all of the issues,
»~ or should those budgetary considerations be used only as a

7 means of allocating appropriations -within the Impict Aid

-

Program? °In other words, should the avidence be considered

to address weighing expenditures for Impact Aid against-
other needs for the Pederal dollir, for example, for

defense?

In the policy findings adopted in its Interim Report, the Commission
made the following findings: s

*(1) that budgetary considerations- are political*

questions which change from year to—year, based on ]
many factors beyond the scope of this review and -
evaluation of the Impact 3id Program:

————

/ﬂ\\\ (2) the degree to which Pederal activities constitute
a burden on local educational agencies is relatively
—constant over the years and .can be determined based
upon factors within the scope of this review and
evaluation;., - -

"y
!
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(3) that budgetary considerations are not relévant to
determining the magnitude of burden placed upon local
educational agencies; 7

(4) that budgetary considerations, if they are to be a

factor in the amounts paid to local educational agen-

e cies, should bear on determining the overall levels of
appropriations for the program, and

—- . (5) that, if those levels of appropriations are

. =insufficient to compensate local educational agencies

for the burdens placed upon them, the funds appropri-

a for the program should be allocated within the

pr®gram on the basis of priorities which take into

i consideration the magn%:ude of‘the types of such

burdens.

These findings on assessing the evidence were reiterated at the Fifth

Meeting with a policy decision by the Commission and at the Sixth

Meeting with a policy finding upon which recommendations were to be
- based as follows: !

—— - -

. (1) that budgetary considerations are political guestions
: which change from year to year, based om%@ény factors
beyond the scope of this review and evaluation of the
' Impact Aid Program; -

-

(2) that the degree to which Federal activities constitute
a2 burden on local educational agencies is relatiyely
constant over the years and can be determined based upon -
factors within.the scope of this review and evaluation;

(3) that budgetary considerations are not relevant to
determining the magnitude of burden placed upon local »
educational agencies;

(4) that budgetary considerations should not be a factor in
- determining the level of appropriations for the Impact Aid
Program unless there is a gemneral policy in favor of
reducing expenditures by the Pederal Government and, when
there is a determination of the level of appropriations .
. under such circumstances, the: Government's obligation to
local educational agencies %hould be a primary factor and
this program should receive a high priority level;
(5) that budgetary considerations, if- they are to be a
factor in the amounts paid to local educational agencies,
! should bear on determining the overall levels of appropria~ ,
tions for the program; and

(]
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(6) that, if those levels of appropriations areé insuffi-
cient to compensate local educational agengies for the
burdens placed ypon them, the funds appropriated for the
program should be allocated within the program on the basis
of priorities 'which take into consideration the magnitude
and the nature of such burdens. ‘

Even though the Education Department did not raise d;rectiy th8 issue of
Impact aid payments to "wealthy” local ‘educational agencies, some have
arqued that .the program is ineguitable because Impact Aid is available
to local educational agencies in the districts of which reside affluent
persons and those havi /ﬁistrxcts in which property values are abovea.
the national’ average.-— Relative wealth is a factor in evaluatlng
programs in which relative need is a policy in distributing scarce
‘resources. This type of policy necessarily is based upon budgetary
concerns and considerations which the Commission determined to be more
nearly relevant to priorities in distributing funds when appropriations
are insufficient to satisfy entitlements than to a measurement of
: burden. For this reason~”relative wealth was not a policy factor 1n
determining whether a Federal burden exists.

W

“H\

With the exclusion of budgetary constraints as an evaluative . i-
ple, the historical approach inherent in the first prxnczg;e became

the basis for tHe assessment of the evidence.

In enacting thg original Public Law 874, the Eighty-first Congress
cperated on two assumptions: -

(1) that the education of children whose attendance in the schools of
a local educational agency was the result of Federal activities was a
burden on those agencies; and

(2) that the exemption of real property by the Federal Government
# constituted a burden on local educational agencies dependent upon real B
property taxes for their local operating revenues. :
gme major argument advanced against these assumptions has been (1) that
an assgessment of the cost of educating federally~connected children and
the loss of revenue due to the federally-caused tax-exempt status of
real property is not a true assessment of burden since thére_are eco-
nomic beflefits to communities arising from Federal activities, and (2)
that, if -those benefits do not accrue to fede:a‘lj’a fected local
educatignal agencies, there are defects in State and local school
financing laws which do net make those benefits available to those local

educational agencies. g

10/ 143,
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The second of these arguments raised a policy” question regarding whether
the recommendations of the Commission should include change i State
. and local laws. On this'issue, the staff, in its report to the\gommisf
_sion on Ap:il 22, raised the following question: - -
' State and Local Laws. How should evidence which presumes.
that the States and localities should change their laws be
considered? Host of the evidence in favor of the progran
is based on an assumption by the witnesses that Statg—laws -
_are not going to change to take advantage of the economic
benefits of a Federal presence, while the evidence availa-
ble which could~be used to support the contention £hat:
'y there is a net economic benefit is valid only if the States
.change their laws.

The Interim Report, adopted on that day, contained the following
£indings:
¢ It;- i
(1) that if there are net economic benefits to the
affected localities, the revenues from those benefits
are primarily in the form of income and sales taxes
imposed and used by State government and local units
of general government, rather than by local education-
al agencies;

{2) that those revenues can only become available to
local educational agencies through.substantial changes

. in state laws which would affect fiscal indepdndence
of those agencies: .

£

(3) that Federal policy should be neutral ®ith respect
to the relationship between the States and their
subdivisions and with respect to fiscal independence -

of local educational agencies: and .

(4) that the policy in favor of treating the Federal
Government, to the extent practicable, as a private
owner is sound and should be continued. T

These findings were reaffirmed, in a modified gb;m, at the Pifth Meet~
ing, and further modified and adopted, at the Sixth Meeting, as policy
findings upon which reccmmendations were to be developed as follows:
(1) that, if there are net economic benefits to the affect-

ed localities, the revenues from those benefits are, except-

in the case of taxes on the net .increase in property values
_caused by Federal jactivities, -primarily in the form of
income and sales taxes imposed and used by State government

- and local units-of general gevernmeﬁt, rather than by local

educational agencies;

(W
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{2) that those revenues can only- beccme‘&vailable to local **vﬁ~__\_

educatlonal agenc1es through substantial . changes 1n State ..

laws which would affect fiscal independence of, and, control A ’
. over, those afjencies; . . a7

- -

IR

(3) that Pederal _policy should be neutral with .respegt to -
the relationship between the States and their subdivisions, ’

and withk respect to fiscal independence of local educat16n=' : T
= . al agencles-

=

-

(4) that the policy in favor of treéting the Federal"”
Government, to the extent practicable, as a private land-

owner, under the school finance laws of the States, is -
- . sound and should be continued; -

~

- (5) bYhat the economic benefits private land owners confer
on lécalities do not relieve those land ners of their
responsibility for real property taxes, aj hough some local
governments do- gi limited tax relief to owners of some
Jcommercial propernty in .consideration of the economic
benefit derived frem the use of that property; and’

(6) that increases in revenues from <ncome and-sales taxes
resulting from Federal activities are not a relevant .
consideration when determining the degree of burden placed z
upbn a local educational agency by Federal ownership and
use of real property but may be relevant in computing the
) N amount of compensation for that burden to that agency when
it is determined that those revenues are a fiscal benefit
to that agency. %%@ ”

. With these policies, regarding the scope and principles to be used in
making recommendations, in place, the Impact Aid Program and each of the
components of the program could be evaluated in accordance with the

following questions: \\\

(1) wWhat was the original premise underlying the program and each
component thereof?

|
»

il

(2) . What were the circumstances surrounding that original premike?
by .

R

(3) Were the assumptions upon ‘which the original bremise was based
i valid? )

(4) wWhat circumstances affecting the validity of €hat premise -have
' changed? <i
» - " “ T i &

(5) Have those circumstances so changed as to affect the validity of
. the premise? - .
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(6) Is the original premige gtill valid?

» {7) If'so0, what ‘modifications in the program are necessary to refléc

more accurately the policy impllcationsaof that premise? . ,:'f

I

3 B

(8) If the premise is no longer valid, what changes are necessary? -

It was with this approach the first evaluation was made: should the
” program: continue? Yoy

The- Impact Azd Program was based on the assumptiOns that -- ~;

i

(1 PederaJ. property is exempted from- taxatibn by State and local

goveznments, under the Constitution; . -

(2) the taxrexempt status of Federal- property deprzves local govern=
ments, which rely upon real -property taxation for revenues, of neces-
sary revenues for the support of their operations; - e

s .

wie'
(3) local educational agencies 4re to a great degree reliant upon real
property taxes for the local share of the revenueSHnecessa:y to sup-
port the operation of public schools;

{4) un&er the pattenn of school finance in the United States under the
Yaws of the States, roughly 50 percent of revenues from real _property
taxes--are derived from taxes on residential -property, while the
remainder {s derived from comrercial, 1ndustria1, and utility property
taxes (which are on places of empldyment);

(5} as a matter of fazrness, Federal property should be treated, in sc
far as practicable, in the same manner as private prop ty,

(6) Pederal activities, whether or not assoéiated with Pederal proper-
ty, place children in the schools of local educational agencies
without the commensurate amount of local revenues necessary to provide
for their educaticn, R . ) .

(7) both the exempting of property from taxation and the placément of
children in public schools constitute a financzal burden upon local
educational agencies; -

-

{8) there should be compensation to local educational agencies for
each federally-connected child so that the amount available to support
the local school.of the cost of education for each such child is
roughly "equivalent to that which local taxpayers pay for the local
share of the cost of educating a child; and .

(Q} the local share of the cost of educatiod should be determzned
nder the laws of the States,

i

[y &
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These .assumptions were examined and found to have been valid and, in

general, to be valid at this time. ,On the basis of this examimation,

the Commission,” at the _Sixth Meeting, adopted policy findings upon

which recommendations were to be developeg as follows: . ] -y

(1) that, under a federal system of government, there
are constitutional reasons for its contin@iation in .
that it is-one-means by which the Congress may miti- ,
«. - _gate the adverse effects upon the States and® their
" local educatiopal agencies which result from the- ,
‘exercise of the power of the Federal Government,
}.hereby limiting the potential for conflict between'

Federal Government and the .right of the States and
their subdivisions to exist, which conflict could
arise as a natural consequence of the division of
sovereignty made by the Constitution with a federal
system of government;. h -

(2) that, even though there are changed circum'stanges )
which affect the underlying .premiseg,, of the program, .
~those premises have validity -at this ‘time and will -

W%

property forms the Basis of support for the operation
of public schools, or go long as- Federal activities o

:

- / continue to have validity so long as taxation of real -

impose a burden on th%se schools; 7
" (3) that, since 1950, approximatély half of the real
mer property tax required to meet the local share of the

. ~cpst of educating a child is derived from taxation of

. wresidential property and I}alf from taxation of .commer-

cial or other real property: thus payments should be
made by the Pederal Government to local educational

. agencies pn the basis of the uSe of Federal property’
) h. ag place of employment and-as a place of
¢ . refidence Yand thoseé.piyments should be cgmputed to
" provide alliof the local cost 'of educating a child who

« both resides. on Pederal Property and resides with a
parent employed on Federal property and half of tifat
cost for a child who either resides on Federal propér-
"=ty or ‘residgs with a parent. employed on Federal
property; - -

rt

(4 that thefe is no-'substantial®evidence before this
séign at this time which supports the contentiep
1at] there are net economigybenefits to local educa—
agencies arising frog Federal activities which
te the burden impdsgd upon those’ dgencies by .
those'activities; and ‘ Lo

.
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(5) ‘that, because of amendmentsgadopteﬁisince Y950,
changed circumstances, more nearly complete informa-
tion, and improved analytical techniques, refiinements
of the program are possible and should be undertaken.

During the course of the evaluation of the program changed circumstances

were found which were so substantial as to require modifications in the

program. These changes involved further development in constisutional

law regarding intergovernmentalgtax immunities and the power of the

Pederal Government with respect the functions of the States, develop~

ments within the Impact Aid Program which 1mp11c1tly incorporated the

’ concept- of adequate level of education, incipient movements toward
reform-of school finance laws within the States, changes in congression-
al attitudes with. respect to the extent that entitlements should be

- satisfied, and improved analytlcal techniques- which make possible the
measurement of flscal burden on the basis of empirical ev1dence.

s i
®

-

)

On the basis of these changed circumstanpes modifications of the exist-
- ing program were explored and recommendations were developed. Two
modifications are so extensive that they affect most facets- of t
program. These arg reflected in the follow1ng pollcy findings:

4

(1) that there is an obllgatlonroﬁithe Federal Govern-
ment which arises from hoth revenue burdens and ser-—
vice burdens placed upon local educational agencie;{

(2) that the degree to which tngt obligation réquires
s compensation by the Federal Government should be based
on consideration of the burden placed on local units

. of government and the cost of -providing an adequate _ .-
. level of education for federally-connected children; o Lm
. and - ! VA ) T

- . .

= - v - L 2 =
(3) that, in determining the:amount ©f compensation to .
local eBucatjbnal agencies for that burden, the net “
- economic -benefit conferred by Federal activities -on
local educatlonal agencies may be taken into con51der—\i
g ation. - 3

"

Critical to -an understanding ¢f whether Federal activities constitute a
burden on ldcal. equcatlonal agenc1es and ‘whether the economic. benefits
conferred by.activities compensate for that -burden was the development
of analytlcal technigyes in the field of .economits: which make possible
4 "the measurement -of burden in. light of the benefits conferred. A model.
for measuring net burden was developed by the Commission and tested-in a
number of cases. This model was examined by leading authorities in the.
#field of economic effects of military bases “and was found theoretically
The irformation-availahle ¥rocm the use of that model syggests
that there is a net bu:den resulting .from Federal activities. : -
< bt - . = *
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Since this issue is critical'tg this evaluation, the economic impact
study is treated separately, as a research method.

Upon adoption of the ‘poligy finding that the Impact Aid Program should
continue, a presumption

conflicts in policy ications required resolution, in which cases the
policy with the higher priority or more direct connection with the issue
would preva11 . e

In summary, those policies are as follows:
i
(1) that the Impact'Aid Program should be continued with refinements
and modifications, as may be appropriate: -

(2) that budgetary considerations should not be a factor in determin-
ing the amount of entitlement (assessing #urden and compénsation
therefor) but may be a factor in allocating funds when appropriations
are insuff1c1ent to satisfy all entitlements; and

‘:{3) that the Federal Government should be- neutral with respect to the
merits of the laws of the States.

— D.—HETEOQGLGGY»OF~TEE~E€9HQH§G:§&E&GT‘STBD
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Introduction ' . o
The Commission conducted' an. economic impact study in order to measure

the fiscal impact of Federal facilities on local educational .agencies.
The goal of the study was to determine whether a Federal presénce in a
community confers,a benefit, or places a burdip, upon the finances of
local e@ucational agencies. This- study attempted an intensive effort to

evaluate whether agencies receiving Impact Aid receive a net economic,

benefit or burden from the presence of the Federal Government in their
community. .

Economic impact of" ?ederal activities on Iocal educational agehcies is
important to a study of Tmnact Aid for at least two reasons: i'

e Eligibility for ImpacE Kid undef section 2 of the statute depends
directly on whether a local educational agency receives a net eco-
nomic -benefit or burden from the Federal presence.
statute to the 1978 amendments, the legislation has provided for
entitlements only if revehue gains from the facility failed to
"Substantially compensate‘ for revenue losses.- According to the

. statute, the local educational agency is entitled to receive an
' amount "equal to the continuing Federal responsibility for the
additional financial burden with respect to current egpeanditures
placed on such agency by such acquisition of property.®™ That princi-
.ple has remained unchanged for thirty years while other portions of

. " £
5/%5 .
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the statute have been amended'repeatedly.ll/

i

‘e The Education Department has based its proposed program cuts for
fiscal 1981 in part on the rationale that a f‘;erar‘installatlon
confers a net economic benefit on a localztyh—- Presidents since
Eisehhower have frequently justified cutbacks by claiming that
revenue gains from the facility do exceed losses. Local educaticnal
agencies have countered by asserting the .opposite--that Pederal
ffhstallat®ons impose a net burden on local educational agencies.
Q
How does the mode easure burden? A=Federal facility influences the
finances of a local leducational agency by affecting its expenditures and
revenues. Schoolchildren associated with the facility add to the
agency's egpenditures. Employees affiliated with the installation
contribute to the local tax revenye of the agency, though the facility
itself contributes no property tax revenue. The installation also

1/ The statuEé%pgovides that when the PFederal Government-has,’since

1938, acquired property constituting at least ten percent of the

assesapd valuation of a district, the lecal educational agency for;
- that district is eligible for section 2 aid if the -Pederal acquisi-

tion "has placed a substantial and contlnulng financial burden on

such agency...and...[the].agency is not being substantially compen- .

sated for the loss in revenue resulting from such acquisition by
-increases in revenue accruing to the agency from the carrying on of
Federal activities with respect to the property so acquired...”
(Pub. L. No. 874, Eighty-First Congress, §2, 20 U.S.C. 36 (1950).)
The local educational agency is entitled to receive any amount
according to the statute, "equal to the contirmuing Federal responsi-
bility for the additional financial burden with respect to current
expegditures placed on such agency by such acquxsxtion of property.”
(1d.) - .

12/ Commissioner of Education, William Smith, testifying at the Commis-

gision‘s £irst hearing in Washington, D.C. on January 31, 1980, said:

Over the past 15 years there have been*tWo major mandated
studites of the Impact Aid Progtam.... .While each study
has recognized the existence of a Federal impact, none
has been able to do mugh_with the question of the degfee
* of net impact of Federal 1nstallatzons on the cémmunity.

* We do know that Pederal installations are actively sought .
by communities.... This is done with the full knowledge ~
that Federal property is «a% exempt and that the influx &
&f new workers and their families may*require additional
services.***

The assumption must be made, theref&ie, that most commu-
nities consider such agtivities -a net econcmlc plus. .4.-
(Transcript of Hearing before the Commission on the
Revzew of the Pederal Impact Aid Program, Washington,

D.C. 7 lJanuary 31, 1980).) .

+
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.. affeots State educational aid to the agency: most State aid formulas

increase assistance as the. assessed vaulation per pupil in a district
decreases. g

é - ‘ =
When a facility increases agency expenditures more than it incteases the
agency's revenues, the effect of the facility is to impose a burden.
Wnen federally-attributable revenues exceed federallseattributable
expenditures, the facility has conferred a net benefit,

In determining the Federal burden, the study focused on the ageﬁ%y's
current expenditures, i.e., its maintenante and operation costs.
Impacts on capital costs were not examined both because the Impact Aid
statute reimburses-agencies on the basis of current expenditures and
because the cost of construction, like other overhead costs, cannot be
divided up and-attributed Es federally-connected pupils. X

In considering Pederal contributions to revanue, the study disregarded
the effect of the facility on categorical Federal aid. Agencies have no
discretion in determining how categorical funds are spent because
Pederal regulations direct the funds td specialized needs. Though the
Federal presence may affect the level of categorical Federal aid, thése
funds are provided on the basis of other criteria and may.not be used
for school maintenance and operation - expenses; therefore, the study
assumed that they do not affect the fiscal status of a local educational
agency.

#While 1t is_necessdry to consider the -current effnct of the Pederal
facility, the true impact of the ingtgllation can hot be capture& unless
it is considered in historical context. Most sites occupied by Pederal
facilities would have been used for purposes randing from residential
and ccmmerc1al to agricultural or industrial uses. 1In many cases, a
“variety of uses woyld have been made of the site, depending on the
quality of the gltg the growth of the region, and the needs of the
area. . -

Like the Federal faa;&’ﬁy, alternative use of the site would have gener-
ated expenditures a evenues for the local educational agency. Resi-
.dents woyld have paia taxes and would have had children attending public
scuoola.f In contr%st to the Federal installation, industrial,’ commer-
cial, frﬁéigdcultural establishments on the site would have prcvx&e&
property tag :évenue for the‘lccal educational agency. -~

The net benefits‘to the aghncy from alternativé use of the Federal site
are what economists refer to as "oppertunity costs."™ These costs stem
from opportunities sacrificed becauge a resgurce was not used in the
mdst productive way that is possible. Pfie full cost of a resource is
the sum of its direct’and opportunity costs. For example, in deciding
whether or not to attend college, a prospective student should consider
not only the direct &ost of attending school but also the ‘wages he could
be earning if he chose to work iqsteaé.

w
.
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The Commission study inco}porated the opportunity cost for legal as well
as economic reasons. Section 2 of the Impact Aid statute provides
guidance on the treatment of Pederal ownership of land. It requires
that the entitlement of an agency "shall not exceed the amount which
‘such agency would have derived...ana*wsﬁid have had available for C¥5/
rent expenditu:es from the property acquired by the United States.

In other words, Federal compensation shokld take into account alterna-

tive use of the site. . -

A determination of how much property tax revenue~-as well as education
costs and Stat¥ aid--would be generated if there were no Federal facil-
ity requires informed .projection about how that site would have been
used. Parallel compﬁiations then reveal the fiscal impacts of Federal
facilit¥es and alternative site use. A comparison yields the net impact
of Federal property acquisition, ) . - , .
The primary consideration, then, is how a facility's fiscal impact on a
local educational agency compares with the fiscal impact the site would
‘“S;ve had if the Federal-facility were ,not there? More specifically,
at is the d;ff&;ence between the net expenditures imposed by the
facility and the net revenue generated? The calculation of true burdeh
is made by comparing the burden or benefit of the base with the burden
-or benefit under alternative use. That is:

Net Burden = (Expenditures, Base - Revendes, Base) T
- (Expenditures, Alternative Use\~ Revenues, Alternative Use)
¥ ) . i :

Federal _ impact can also be computed by comparing the difference of
exgenditures under presgent and alternative use with the difference in
“revenues under present and alternative use. That ig:

Het Burfen = (Expenditures, Base - Expendltures, Alternative Use)
- {Revenues, Base - Revenues, Alternative Use)

¥When local, site-speciflc data are used for this computat;on, the result
is the most precise estimate possihlemgf the trte impact of the Federal
facility on the local educational agency. It shows the fiscal effeest of
the Federal acquisition of property that would-have been used for otifer
Qurposes.

13/ The report on the original bill from the House Committes -on .Educa-
tion and Labor added that the Commissioner, in determining the
amount of entitlement under secktion 2¥%¥may consider various factors
indicating the actual current, effect of property acquisition
upon the local agency in terms of its ability, with theisources of
revenue available to it, to et its educational costgs, and the
present impact of the acquiatz.%??%en its cost and ability to meet
them.” ¥

The Commission used fiscal year, 1979 déta—-the mest recent year for
which data was consistently available--to determine gconomlc impact
of Federal activities on local educational agencies. . -

. . o Vs
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T of military bases--and no other types of Federal facilities—-for the

- 14/ This information was supplied by the Division of Sthool Assistance
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The Stﬁd& Sample

The economic impact study focused on the impact of military bases on _
local educational agencies. The Commission chose to examine the effects

following reasons:: ) - ~
1) The Impact Aid statute was designed in 1950 to help local educa-
tional agencies.co with fiscal problems resulting primarily from the
presence of militasskbases within their schodl districts.

% This statute was the culmination of a decade of p1ecemeal attempts by
Congress to provide relief to Iocal educational agenc1es with military
bases established, for the most part, during World War II. 1In 1941,
Congress passed the Lanham Act, ,phich was designed to tide over
federally-affected agencies through~the end ‘of the War. Readjustment
to peace~time conditions occured more slowly than;expected, however,
and Congress prov1ded assistance for maxntenahcq and operation of
schools each year from '1946~1950, Each year's authori%ing legislation
explained that the intent of Congress was -t0 withdraw Federal aid as
soon as possible. . . . -

.In 1949, the House Committee on Education and Labor appeinted two
subcommittees to study the issue. . The subcommittees. studied 410

-— school "districts, or abott 70 percent of the federallIy-affected

dgencies in the United States. Military bases were the type of
Federal installation in over 75 percent of the 410 districts examined
by the subcommitees. The findings and recommendations of .the subcom—
mittees laid the groundwork for the 1950 Impact Aid statute.
A decade_ of legislation aimed at agencies with bases, and the extent
of military impaction in 1950 both indicate that the statute was, for
the most part, a response to problems created by military bases
located in school &istricts.

- 2} Today, -Impact - de on behalf of children associated with military
bases is by far the largest part of the program. Over half of the
Public Law 874 funds go to schools serving children connected with

= bases, The next largest group triggering Impact aid payments is .
= _.Indian children; schools educating Indian children receive about

one-eighth of the Public Law 874 funds. ) o

In 1979, nearly $700 million Ras distributed to local educational
agencies with federally-connected children: over $350 million was
spent to cover children associated with military ba%if - Schools
serving Indian children accounted for about $90 million.—

s
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in Federaliy Affected Areas .(SAFA}, Department of Education.
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3) The National Plannihg Association destﬁEdgag economic impact model
for the Depariment of Health, Education, and Welfare in 1974 to
measure the impacts of military bases. Its report was filed nine
years after the Starford Research Institute applied a more general
economic impact model to five local educational agencies, most of
which h&used military bases. Thoughsthe National Planning Association
model was devised to measure impacts on the community, and not the
local educatonal agency, the Commission adapted many of its sugges-
tions. - :

)
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The National Planning Association model incorporated a number of N\,
distinctive features of military bases. Among these were fion-wage AN
military income, the fiscal effect of on-base residency and purchases,
the different multipliers for military and civilian personnel, and the
concept of alternative use.. A model that tried to study the opportu-
nity costs of land put to other Federal use--e.g. Indian reservations
--would encdunter different features and probléms: the\age of Indian
reservations and the legal complexity of United States-Indian treaty
obligations would make the task both different and difficult.: -

r

The Commission selected for 1ts study sample four school districts:
Bellevue, in Bellevue, Nebraska; Douglas, in Box Elder,” South Dakota,
Chambersburg, in Chambersburg, Pennsylvania; and Escambia County, in
Pensacola, Florida. . All house military bases. These districts satisfy
~— _~ each of %he»crfterra—estabilshe&rby the €ommission for tts*gtudy sample.
Those Ccriteria were as follows'
1) Heavy Impaction. The study examines local educational agencies
with a substantial percentage of base-connected pEpils. These
agencles are the most dependent on Impact Aid and therefore stand ko
lose the most from budget cuts. In addition, the rafhge of error in
study of more impacted districts could be larger, than in a study of
less impacted districts without the ultimate outcome being affected.
The Commission anticipated that the result of each case study=-whether
a benefit or burden--would be substantial in a heavily impacted
* district. The magnitude of the outcome would allow conclusxons to be
drawn with greater. confidence. -

-~

The percentage. of base-éznnected 'children in each district is as

, follows:
Box Elder, South Dakota.......79 percent
" Bellevue, NEBrasKa.....ecssoess.66 percent
o Chambersburg, Pennsylvania....20 percent ‘
N = Escambia County, Florida......is percent -

=

¢ - 2) Diversity. Two of the districts, Bellevue and™Douglas, are “Super
« A".districts where over 20 percent of the pupils are-the childfen of

* military personnel living on base. A third district, Chambersburg,
has a large number of civilian "B" students, the children of civilian
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base employees living off base: about 19 percent of the pupils are
civilian "B's." _Escambia County, the fourth district, has a substan~
tial number- of both military and civilian "B"™ students: about eight
percent of its student population are military "B's" and nine percent
N are civilian *B'g.”

e

L]
I

. Two of the districts are located in rural areas and two in metropoli-
+ tan areas.— Douglas, a "Super A" district, and Chambersburg are

both located in rural areas; Bellevue, also a "Super A" district, and
. . Escambia County are parts of metropolitan areas.
. A

The.variation is described in the fdiidﬁing table: ve

il

. = i, BUPER A HEAVY B
, Civilian Military :
Rural Douglas | Chambersburg
Metropolitan_| Bellevue | Escambia County| Escambia County |

) 3) Geographical Distribution. Districts from different regions of the
country were selected in an attempt to further diversify the sample.

Of the four districys, one each is from the Ho:theast, the South, the
HMidwest, -and the _West. .

L 4) Inq_pendent SGéooi Districts. - +The study focuses on Iocal educa-
tional agencies with independent revnﬁue-razs;ng authority to simplify
the task of isolating, base-attributable revenues and expenditures.
Dependent local educational agencies do not raise their own revenue;

— the revenue is rajised by another governmental gnxt——usually-the city

government-—and then distributed to local edicational agencies. This

3 tra step comp’lcates determination of base impact because the

percentage of revenue passed on to thé'agencg may vary from year to

year. Identification of base contributions £0 educational revenue

would be more time consuming and probably less relizble if the educa-

@?bn portion of the city budget varied substantially. Independent

15/ The study usés the 3,5, Census définition of metropolitan area (or

SMSA~--Standard Metropolitan Statistical Area) to classify the

locations of school districts. The Census definition of a metropol-
itan area is as fqllows: .

Except in the New England States, a standard metropolitan
statistical area is a county or group of contiguous
counties which congains at least one ity of 50,000
inhabitants or more, or “"twin-cities® with a combined
population of at least 50,000. 1In addition to the county
or counties gontaining such a city or cities, contiguous
counties are 1nc1u&ed in an SMSA if, acoording-~to certain
criteria, they are sccxaliy and economically integrated
.with the central city.
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districts are also far more numerous than depegde?g/districts: over 940
percent of public school systems are independent.— ’

5) Single Federal Facility. The Commission chose districts with one
major military base and few Federal installations other than the base.
Districts with just one military base were selected because the time
required to collect data from several bases and perform many more
calculations would have cut down on the number bf districts that could
have been studied. The Commission also avoided digtricts with major
non-military installations because an analysis of the base's impact on
the local educational. agency would describe only one part of the total
Federal impact.

3 :

Both Chambersburg and Escambia County have pupils. living in low-rent
public housing, but in neither district do these pupils constitute
mize than four percent of the student population. Es®ambia County
also educates a small number of pupils whose parents work on a base
located several counties to the east. ) . -t

6) Availability of Data. Only those districts were chosen for which
réliable data about the school system, military base, and local areas
were readily available. While information abopt the district and town
are generally collected at the Pederal level and therefors of fairly
uniform” quality, key information about personnel working on base is
provided by each.base. The quality of the data varied widely from

base to base, and those districts that were selected had bases Ehat-

kept relatively complete data.

v 13

Data Cc;lection

W

Commission staff visited the four sites under study to gain an under-
standing of the-dynamics of the area and to obtain the most precise and
reliable data available. While Pederal statistics provided much of the
information, some egsential data could be collected only by interviewing
local officials. The key people interviewed during the two-to-three day

" site visits were the business manager of the local educational agency,

the military comptroller, the county tax assessor, the city and county
planner, and local historians.

Some of the important data obtained from these sources included the
following:

2{1} Prom the business manager of the local educational agency: data on
the number of children from each Federal installation and how many
were military or civilian; per-pupil cost figqures for the State and
for comparable schoo] districts; the ta% structure of the local
educationai agency and the amount of revenue raised by each tax;

16/ There are 15,115 independent school systems, as opposed to 1,386
dependent school systems. Bureau of the Census, U.S. Department of
Commerce, 1977 Census of Governments: Pinances of Schools Districts,
vol. 4, no. 1, at 1 (1979}, )
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and, finally, the State aid formula, how it worked, and how much
revenue it provided to the agency: ’ . =

(2) Prom the military base comptroller: the number of base employees
living on base, in the school district, and in the county (or SMSA);
the percentage of those emplovees that were military and civilian in
those areas, and their average salary; and the amount of on-base
sales;

(3) Prom- the tax assessor: the percentage of district property tax
revenue from residential and commercial sourcdes; the mean assessed
valuation of agricultural and industrial property; tax treatment of
mobile homes and their average yield; and the number of mobile hones,
automobiles, and recreation vehicles owned by military employees;
and i -

(4) From the city and county planners, and from local historians,
topographers, or regional economists: projections about how the base
site might otherwise have been used had the Federal Government not
moved in. Where the establishment of the base predated World wWar II
so that the development of the base and the area have been closely
intertwined, the Commission requested projections about how the site
would be used were the base to shut down in the near futyre.

In raising this guestion, the Commission was guided by tenets of
economic geography, which attempts to understand how, land is allocated
mong the many activities that could be competing for it. This
discipline assumes that land use is shaped by systemic forces, rather
than unpredictable human decisions. The Commission therefore asked
local land~use experts to prcj?ét alternative site use with twe

N . .
aergpactives in mind:

e .What uses does the site itself seem. conducive to, taking into
account its topography, geology, and resources?

© What has been the pattern of development in the surrounding
region? & )
A

The Commission sought to achieve some certainty and consensus ~by
requesting estimates within a range of values. _The result was a range
of projections about how the site would have been divided up among
residential, commercial, agricultural, and industrial -uses. The
Commission was then able to estimate the fiscal impacts of the site's
alternate use. The key assumption that had to be made , to complete
this calculation was that the practices of the local educational
agency and the State would have been the same as they are today,
and that the per capita income and number of unemployed in the area
would also have been the same. Thus, the study used current data for
variables such as tax rate, assessed valuation ratio, per-pupil cost,
State aid formula, the number of unemployed, and average county

" income.
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The Economic Impact Model

*

i
A thoroughiﬂnéerstanding of the model itself regui}es an examination of.
its internal logic. The discussion that follows begins with an analysis

of the strucfure of the model., The most important calculations, are
presented in Aummary form; a more extensive and detailed presentation is
given in appendix G. =

I

Following the analysis of the model's structure, the most important
assumptions of the model are discussed to show just ‘where generaliza-
tions had to be made. Like any model, the economic impact model relies

on these assumptions to simplify reality so that the total econocmic

process can be described.

As part of this simplification, certain variables had ;6 be excluded -

from the mcdel. The least consequential and least. measurable variables
were excluded to permit analysis of the key interactions. Discussion «of
these variables follows the analysis of the model's assumptions.

"The destription of the internal dynamics of the model is follewed by a

broader evaluation of the overall model. The Commission model is put
into perspective by comparing it with other models of its type. Both
economic impact and cost-benefit models are analyzed to understand their
purposes and their applications. fThe Commission model isg compared with
both types of models to show where it adheres to’the norm and where it
deviates. . ’

A Summary of the results of the model is then presented to’ prepare the
way for the ultimate test of _any model's methodology: .is the model
valid? An exploration of economists' thinking on validation i& under-
taken to try to evolve a profgssicnal jstandard.. Thi# standard is then
applied to the Cammiggion model” to "determine how well it compares to
other models. Though insufficient data précludes a foolpioof test of
validity, sufficient evidence has been gathered to permit a meaningful
gguge Of the model's value. & ’ :

The model measures the impact of the base and of alternative site use on
the local educational agency's expenditures and revenues, It determines
the net impact of the base by comparing the burden or benefit” to the
agency of the base itdedfwith the burden or benefit of alternative use.

Another way of phrasing the same calculation is that ‘net iggsct is

determined by comparing the difference between the expenditures imposgd
by the base ,and. alterndtive use and the difference between the revenues

Fcongributed by the base an8i alternative use.

'y

The computation of expenditure effects is a relatively simple operation
involving the- number of pupils, the employment multiplier, and per-pupil
expenditures. The revenue side, however, is more complicated. The

A o A
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-attributable both to the
" shown below:

~-58-

model considers four sources of agency révenue: residential property tax
revenue, commercial property tax revenue, general fund State aid, and
miscellaneous "othet®™ local tevenue, which refers to local non~-property

tax revenue.  Categoricdl PFederal aid is excluded because the local
educational’ agency has little discretion over its use. -

e
LY

A flow-chart description of the way that revenues and expenditures
base and to alternative use are calculated is

AR

- -
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THE ECONOMIC IMPACT MODEL
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The following is, a summary of the computations required to detetmlne the
net economic 1mpact of a military base on a loca}aeducatlonal agency,

Exgenditures . - Tl
" [Base-connected or Altefnative Use Employees i -

X Employment Multiplier x Pupils/Employee] - -
x' Per-pupil Expenditures

E
=
=
E
£
£
£
=
=
£
£
=
£
£
E
£
£
=
=
£
E
£
=
£
£
L
E
E
=
E
£
£
£
E
£
g
z
£
£

Revenues . ) . :
~a) Res ential Property Tax -Revenues = ‘ - -

No. Ff Base or Alternative Use Employees X Average Personal Income
X Income Multiplier ¥ Income, District/Income, County or SMSA

— =  Incomes, Base or Alternative Use Employees, District - §
= .. Income, Base or Alternat1v3:Use Employees, Dtstrict/income, District | 'g
K X Residentzal Property Tax Revenues, District N .. £
. . * b) Commercial Property Tax Revenuds = - : . e 2

No. of Base or Alternative Use Employees X Average Personal Income
Income Multiplier x Consumption/Income ]
- 7 ~Total Consumption, Base or Alternative Use Employees A ;

"

-

-

. " (Total Consumption, Base or Alternative Use Employees - Base Sales) -
) Congumptian, District/Consumption, County or, SMsA )
- £ Bade or El ernative Usge Employees‘ Consumntlon, Distric -

=
% : ) Base or Alternative Use Employees‘ Consumption,

O

-~ District/Total Consumption, District
¥~ Commercial Property Tax:Revenue, District £ -

- ¢) State Aid T - - . _ w
. State aid attributable to the base is calculated by inserting base-
= attributable ADA and assessed valuation into the State aid .formula.
- State aid attributable to alternative use is calculated by substitut-.
) ing, the ADA and assessed valuation of the site under alternat;ve use -.
L into the State aid formula. -

5

. i d)»Hiscel;aneous “Other' Local Revenue

.Révenue Associated with Income: ’ - A
- ) " Income, Base oOr’ Alternative Use/Income, District- o
: - X Miscellaneous "Other® Local Revenue, District I

W

Revente associated with population: : ° T o CT
Popalation, Base or Alternative Use/Popnlation, D;strlct i ) ’ -

: = X Mzscellaneous ”Other Local Revenue, District . —_—
. . Net Impact . . - .t é¥i . . ‘
T : 7 [Expenditures, Bdge - Revenu@, Base] < R » . rA- .
Sy T - {Expendituﬁes,,Altennative udE - Revenueé, Alternative Use] . S
. . = = a:.ffdg’ -t 1' - - L. - - -
Another way of iooking at the same calculation' © - o,
' ' T = ) N B . M
— 3 -~ . [E§penditures, Base - Expenditures, ernative Use] - - ., S
: : ’TRevEnues, Base - Revenues, Alternat;ve Ugel: . T
s N - ® B . ~ - Y = R ‘:?- _ N ; i.'
= - . ) . o ?; - - E}\} " - R . . ..
e T . :‘ - . T ‘i-, - i - _‘; _; _

s . ~ . . : - .
= 3 - == .
~ - N = = - - T . - =
. = . :
= F—
- -
EMC - - A = . - - - Lo . [

c3 A s = 3 -

. - - . . < F
e S .0 = - ¥
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The number of children in attendance at the schools of a local educa-
tional agency as the result of a Federal activity is equal to the sum of

the number of schoolchildren of persons employed on the ase and the

number of children of employees who§q~gobs were induced by the spending<

of ?ﬁﬁe eméloyees and their families. The number of induced employ-
ees— is determined from the use of an employment multiplier that
‘calculates the non-Federal. employment in a community_.resulting from
spending by families of base.employees. . T
: x
The per-pupil expenditure for a local educational agenc?é;ﬁ determined
- on the basis of average per~pupiliexpentiitures in the State in
local educational agency is located and the weighted average of per-
pupil expenditures in_comparable school districts. )
Revenues affected by Federal activities are determined b calculating
the Federal contribution to four primaty sources of revenué%?kesgdential
prdperty taxes, ‘commercial property taxes, State aid for local educa-
tional agencies, and miscellaneous "other” local révenue,
N . . a*
Residential property tax reveniies are calculated by multiB¥ying the
residential pbroperty revenues of the local educational agency by the
pertentage of resideitial 1%7come in the district gonstituted by the

%

income of bg;e-attribgtable—=~employees. .
Commercial property tax revenues are calculated by muLtiplying the total
commercial property tax revenue in the district by the  percentage of
econsumption in the district that is attributable to  the base.

State aid fer local educational agencies is affected by Federal activi-
ties because most State aid payments tgke into consideration th as-—
-8é8sed’ valuation of taxable property and the number of children in the
district of a local educational agency. When préperty is exempted fr
taxation or when the number of children.increases, the average per-pupil
asgessed valuation decreases and the amount of State aid triggered by
the base incfﬁpses. To determine the amount of State aid attributable
to the base, the model inserts into the State formula the ahount of as-—
sessed valuation agsociated with the pPlaces of resideqgce, employment and
shopping of base-attributable employees'andwthe numbe?“qﬁ-schoolchildren
asseciated with.these employees. . a

—

17/ "Induced"” refers to thofe employees (as well Ws their school-
children and income) in the commercial sector who were hired to
accommodate the spending of base employees. # These employees are
the result of the "multiplier effect,”® ’

18/ "Base-attributable” refers.to the sum of "base-connected” and

. 'base-fiinduced," and appliés to employees, their incomes, their

ﬁ%\ achooichildren, and their families, It also applies to the expen-
ditures and revenues of the local educational agency that have been
accounted for by base—attributab;e‘fam{&iﬁﬁ? Also, see ndte 168,
infra. . - : S~
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Implicit in this calculation is the fact+that the trua measure of any
Federal hurden on a local educational agency is not achieved because
State aid programs do, to some extent, pay the cost of Feferal activi-
ties. The model does not attempt to determine whether the States

. Ehemselves have a neft-fiscal burden as a.result of the Federal Presence.
No method for measuring the fiscal benefits received by the States frqm
Federal act1v1t1es has been dev1s€;' nor has a means for determining how
any_ .such theoretical benefit accrues to a particular local educatlonal
agency been devised, ;

The Federal contributiorn to miscellaneous "other_,lo;sﬁﬁrevenue, which
includes Tocal income 'taxes, fees, and charges, is determined by multi-
plying total "other" revenue in the district by the proportion of income
orf population (dependlng on whether the tax is a function of income or
population)® comprised by base—attrlbutable employees. .

The same procedures' are used to jdulate the fiscal effect of alterna-
tive use of the site, except that judgmentg are exercised as to what the
alternative use would have been. Alterndtive uée is determlned on the
basis of local experts' projections about how the base 51te would have
been used ‘had there never been a Federal presence. When the Federal
installatjion was established before World War II, however, this alterna-
“tive .use is determined on the/pisis of how the site would be used if the
Federal base were to close. . *

: -

Assumptions of the Model

A look at the key assumptions of the econoéic impact model will reveal
how its various threads are woven together. Assumptions simplify any
model because they permit generalization. They spare the need for
detailed studies of each item and allow the model t& go forward even
" though complete data may not be available: Often, assumptions represent
the best statements that cap be made about problems involving. data that
are inconclusive or unkmowable.

L3

In the case of the Commission model, these assumptioné included the
following:

1) The model uses two pér-pupil expenditure figuEes in detetmining
bage impacts on expenditures: the average State an
. the ai%gage g r-pupil cost of comparable local educatjonal agencies
the State.—~ The choice‘of which per-pupil expenditure figures to
use was not a critical one: the conclusions of the study were not
sensitive' to per-pupil expenditure figures. 1In fact, a wide range of

19/ These figures have been used only because they are the best anfl most
nearly uniform data available which can be used to ¢alculate cost of
education. This use assumes only {that local edutational agencies
spend what they can and not necessatily what they ought to spend to,
provide an adequate level ‘of educaton to bas connected children.
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‘per-pupil expenditure figus%7 could have bqen used without affecting
. the outcomes significantly.~ ' o .

The model »does not use ‘the pgr-ﬁupil expenditure figure for the
impacted districts under study because the figures of those districts
include . Impact Aid- payments and federally-connected pupils. To ,use
the agencies' per-pupil expenditure figures in thé study would bé to
assume that the Public Law 874 payments precisely cover the-actual
costs in the agency. _The hodel can not assume the legitimacy of the
very pregram that the Commission is reviewingy

. . . p
The model -must turn to sources outside the impacted district for the
per<pupift expenditure figure of that district. The StateSaverage is
one number the model uses because the State is the jur{bdicéion most
representative of the district in location and size for which data is
a:%].able . . =

To avoid’ the distortions in the study that would result from a diver-
gence between per-pupil expenditures of the local educational agency
and the State, the model also uses the average per-pupil expenditure
of the comparable local educational’ agencies. Two of thesdistricts

[

20/ The Commission tested the sensitivity:.of the del to per-pupil
expenditures by determining what per-pupil expenditure figure
would have to be used in each case study to change the outcome of
the base's impact froh a burden to a benefit. 1In thres of the fou
cases, the per~pupil cost figures that changed the outcomes were

size. 1In the fourth case, only ten percent of the distrigts An the
State had a per-pupil cost figure of that size.

The CommiSsion also tried inserting the naEional averagd of per-
pupil expenditures because it is the only other conceivable per-
pupil expenditure figure' that could reflect what a district really
spends. The purpose was to see whether any legitimate figure that
* could have been used in the study would change the' outcome that the
burden of the base in three of four cases was commensurate with
entitlement. The use of the national average of, per-pupil expendi-
tures--rather than State averages and the average of the five
comparable districts--had only a slight, effect on the outcome. The
burden remained commensurate with entitlement. The range of compa-
rability was slightly widened, however: using just comparable
districts and State averages, the three burdens fell within a 21
percent range of entitlement; when the national average was also
used, Egeéburdens were ald within 30 percent of entitlement. .

The reason for the limited effect 6f,the choice of the per-pupil .
expenditure figures--the average of the comparable districts, the

State 5%eragek and the national average--on the.result is that all.
the figuges/?pplicable to a district were within 21 percent of each

“other. ‘ ‘/ . )

k)
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. “under * study--Bellevue, Nebraska, and Doqglaé, South Dakota--use the
. comparable district déthod in computing’ their annual entitlement. The . Y]
L * comparability of these five. non-impacted local educational agencies
has been .certified by the Department ‘of Education on the basis of y
‘various criteria-such as the number of pupils in the distriets, the
. } .mill rates, andvfthe tax pases of the 1local educatlonal agencies.

. . €
L3

Thes two thef agencies, ‘Escambia County, Florida, and Ch, ersburé,
Pennsylvania, do not use the comparabte dzstrict meth:g/ﬁff instead
* use half the national and half the State average, re ively, %in
compu§ing their entltiements. To sedect the comparable é%itsicts for
these agencies, the Commission approached -the respectlve State depart- .
mexyts of education. In Florida, the State department of education had
. ¥ - already grouped the 1odal educational agencpz in the State on the -
basis of five cr1teria.,population, average family 1ncome, Percent .
urban, median education, and number of white-collar worKers. ” The .
Commission selected the four adencies in the Escambia County grouping Lt
that were not impacted and Used the aVerage of their per—pupll costs.
For Chambersburg, the Commission requested that the nsylvania De-

Ar

,’/ parfment of Education select five: comparable agencies f r Chambersburg- .
" on the basis of the Department of Education criteria. , A~
& b e e

The model thus obtained two figures for each local educational agency
) --State per-pupil expenditure ‘and comparable local educational dgen-
cies! per~pupil expenditure--that it used as the per-pupil expenditure
figures for the local educational agenciegr inder study. :
' The model does noé include capital expenditures in,per—pqgil expendi-
/, tures both because the Impact Aid statute doés not consider the .
. Federal impact on capital expenditures and because it is difficult to N
‘.attribute a discrete portion of these costs to a group of students. A '
. The relationship between the number of pupils and the amount of -
. , capital expenditures is hot clear. ' Furthermore, capital costs are
. . financed. over a period of me, and attributing these expenses to a N
- ‘fluctuating number of stu?ﬁgis would require a heroic effort offering
- returns of limited valye. ’ to .

. 2) Ih geperal, the model ;:;aaes thatd}nduced employees live throdéh- . f:
. out the county (or metropolit area, perding on the gite), and that
' ) their tendeney to live in tie school district is the same.as that of
- . other county residents. ~The aSSumption that the residéntial locasion. s
i : patterns of induced employees are similar to those of everyone else in
« . the county is used to estimate the contribution induced employees make
to local educational agency finances. The key operation is the
multiplication of the number of induced employees by the ratio-of

. 'school.district population to county population. ¢ .
A 2
Py : 4 .
This. assumption applies to all bases where the ‘number. of, military
- * children' constitutes less than 20 percent of all pupils in the dis-
trict or wﬁere the base is in a metroPolitan area. In areas of bhls <
- £ &
- . € - ;? 5 -
¢ / > - =
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sort, base employees liv% throughout the area, and commercial develop-
ment is fairly typical. ase employees %ha,live'throughout the ,county
wouiﬁ&;endto-shop,all- er theycounty:— induced employees hired to
acc date this increased dezjla would work throughout the county.

They woyld also, therefore, tend to live throughout the county in a
' random patternzsimilab\fo.that of other county residents, *
’In rural districts where military children make up 20 percent or more
of total pupils in the district, 2+9., in the rural "Super-A" district+
of Douglas, South Dakota, the model's assumptions about induced
employees are modified to reflect. economic facts in those areas.
Commercial develepment in heavily military areas tends to cluster
around the base itself to accommodate the personnel living of base.
This is especially true in®rural areas, where. the base may provide the
densest residential cluster. ' Induced employees are therefore likely
to 'work at storés in the district itself=-in fact, very close to the
base--rather than at stores thr@ughout the coanty. . The location pat=-
terns of inducpd.employees arg likely to’ parallel those of employees
on base since. their places gf work are adjacent. Thus, the model
assumes, that induced employees 2re dispersed in a pattern similar to
that of base employees in rural, {Super A" districts. .

\ A ’ ’

Regional economic impact studies have used similar techgi es to

reduce national impacts to the regional level. One study— had to J

reduce national employment effects for application to just Massachu=
setts and New England. To estimate the residencek of the induced
employees, the study assumed that the residential patterns Qf these
employees reflected the location patterns of all employees throughout
the United States. This involvéfl dividing the employment® in Massachu-
%etts and New England by the United States totals. .
3) The Commission model ‘assumes that the residential property tax is
proportiohate to income, i.e., that the amo%?t of tax each reffdent
pays on his*redl property increases proportio ately with the amount of
income he earng. The modél re¥ies on this assumption to determine the
amount of residential property tax attributable to employees associat-
ed with the base-and with alternative use. The operation is to
multiply the residential property tax revenues collected by Egg_agency
by the portion of district income attributable te base and induced -
employees living in the school district. . N

\ LI '
Most scholard hedge "their conclusions about who--the rich or the
podbr—tends to pdy the residential property t&f bécause of the wide
variatien in local property bases and assessment practices. They

‘agree that definitive statements can only be made for .a, particular
4 .

-21/ This assumption is based onéthe bremise-—adopted by the Bureau of
Economic Analysis--that all commercial activity by base employees
living in-.the county takes place within the county. . -

22/ John J. Hughes, "Disarmament and Regional Employment," 5 Journal of
Regional Science (Winter 1964).

-
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! locality, rather than for the country as a whole. If forced to offer
an opi.nion about the national incidence of the ta%/many scholars .
would argug that it is -probably mildly -regressive.=—~/ One” important
dissenter is Henry Aaron, former Assistant Secretary in the Department

. » bf Health, Education, and -Welfare, and 'currently at the Brookings

. Institution. While he agrees that only a locality-by-locality sggdy

wolld have any vadlidity, he feels that the residential tax is progres-

sive in the long run. - .

N

The Commission_lacks the resources to 'determir_re progressivity or
“regressivity at’ each site it studies. The model, therefore, has to
apply*a single standard to each of the sites. 1In light of the: dis- ,
agreement among e@cperts about national incidence, the assumption of a
. proportionate residential property. tax- seems a fair one to make.

4) ‘The Comnission%moﬁel'assgmeé that the per capita income in the
’ » district is the same as in the county. This assumption is made so
.th‘at residential “property tax revenhue ¢an be computed with as much
precision -as possible. 1Income data, which is available only on the
¥ county level; must be used because of the model's assumption thatithe
. " residential property‘tex is propo‘rtion'ate to income. =
4 .
The idea for using income/ data originated in the report made by the
. » National Planning Associatign’ to the Department of Heglth, Education,
’ and Welfare. - This idea, thd Commission felt, improved on the method
used by the Stanford Research Institute (S.R.I.), which used pupils
instead .bf income .to estimate residential property tax revehue
+ ‘attributable to base employe&s; : By using the ratio of federally-.
. ) connécted pupils to total off-base pupils, the S.R.I. study assumed
. that the amount of property taxes paid by the average federally-
connected family was equal to the amount paid by the average family in '
the rest of the district. The S.R.I. study also asdumed that the ¢
. number of schoolchildren per family was the same in the average .
~ federally-conngcted family as in the average family in the rest of the
district. ) T )

s

™ ‘ The'Commission found that neither assumption was likely to be cor?e\ﬁt.:
F - ‘ . In the districts studied, the average income of base employees exceed- .
. ed )the average income of employees in the rest of the area, sometimes \
? by a substantial targin. -In addition, the numbei'\;of schoolchildren
. » Per family, the Commission_ found, was substantially larger for the
‘ . ¥ average military family than for the average family in the area. 'The
' Commission felt that the use of income, rather than:pupils, to esti-
mate , residential pzoperty tax reyenues substantially improved the
model and justified the possible discrepancy between schooildistrict
R . and county figures. - ! S .-
,' o . 23/ BSee, for e:'gample,-‘Richard Bird & Enid Slacks, Residential Property
' " Tax Relief ¥n Ontario, University~of Toronto Press, Toronto (1978)
» and "Dick Netzer, "The Incidence of the Property Tax Revisited" in

I .

26 Nat'l Tax J. 4Dec. 1973). . . .
——————————————————————— Ay / - “‘ -
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5) The Commission model assumes that consumption is, proportionate to.
income, i.e.p that as income increases, _consumptidn rises by the same
. ~. percentage. 8 assumption underlies the estimation of commercial ,
i property tax revenues attributable to’ base and alternative use employ- .
) N ees, From employees' income, the model 19,stimates their cong,um?t:ion \
and, ultimately, their contribution to commercial property.tax.reve-

v

nue. : : - o

-

Studies have shown that consumption patterns over the long run vary
S . 24/ . . *
proportlonately)with long-term income.~—~" These studlei, which dem-
onstrate & -long-term correlation between consumption and personal
income, confirm the assumption of the Commisgion model. ) . .
. 6) The Commissioé model’ agsumes that the market value of a retail.
establishment is torrelated with its sales vplume) This assumption is ¢
\ made to link base employees' consumption witk the commercial property -
tax revenues yielded by stores patroni.zed by these employees. When
linked with the previous assumption tyiﬁg income and Fonsumption,
this assumption completes the chain between ‘employees'' income - and
- - the amount of commercial property tax revenue for which they are .
responsible. o '

pa— 4

. 1 - .
* The Commissioh underfiook a study to examing the correlation between
. market value and saXes volume for retail establishmenfs. . Data on

* o annual sales was u "and, as a proxy for market ue, the p}:oduct
Y / . . of price per share'arm the number of common shares.=< The' Commission's
° study covered 27 national retail chains, including 'supermarkets,
department stores',_ drug stores, .hotels, and fast fopd chains. Using a
Pearson test, the Commission found that a correlation between market
value and sales existed with 95 percent confidence. This finding
suggested a very strong linear relationshdp .between market value and -

. sales, confirming the model's assumption.
R -

7) The Commission model assumes that variables used in computing .
alternative use—-includinjg the tax‘rate, -assessed valuation ratio, , 8
per-pupil cost, number of ‘unemployed, average coynty ingome, and State
. . aid formula--would be the same as they are today. This assumption is
/ made because the determinants of these’ variables are too nmmerous and
complex te take into account. The State aid formula, for instance, Is A
. a product of political, economic, institutional, and legal fadtors ) L
. » well beyond the realm of the model. Prediction of a different State' ;
aid formula under alternative use would be an overwhelming task«s The
impossibility of taking all events into account frequently, compels .

- ; -

» '_Zi/ Franco Modigliani & Albert Ando, "The 'Permanént Income' and the .

P 'Life-cycle' Hypothesis of Saving Behavior: Comparisons anq Tests,” -
in Consumption and Saving Vol II (I. Friend & R. Jones eds. "1960); -
and, Milton Friedman, A Theory of the Consumption Function -{1957).,

25/ An_approach suggested by Professor Minor Sachlis, Professor of Pi-
nance at George Washington University. —_ 5. \ b
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" confuse the issue. Left exposed aje the struc

> ) ’ . - "'6.7"'
i 3 .
economists to make this asSumption. Referred to as “ceteris paribus,”
or&'other things beznq equal," the assumption permits economzsts to
L'examine the important relationsths«among variables whose value can be

':e \.eamluqda . .
) ' /
These seven assumptlons allow generalization about variables 1ncorporat-
ed 1nto the model. *To make an analogy between an economlc 1 and a

map, assumptions allow the mapmaker to draw each city blodk the same
width, to depict each gtreet as being straight, and to space parallel
city blocks the same distance apart: In fact, of course, there are
endless <ariations in streets widthd, courses, and distances. ¢

< ¥ .

Variables Excluded ' " - ‘

4

Like any economic model, the economic impact model excludes certain
variables: those that- are not televant (to the objective of the study,
and relatively insignificant variables that would be expensive to
ootaln.

-+

Because of the complexlty of economlc processes, it is often necessary
to simplify these processes in order to understand them. A, model
identifies the most important factors, stripping away nonessentials that
§Ural relationships among
the‘important variables. - -
Econonic models simplify reality 'by relying on "words, diagrams, and
mathematics. They are actually not very different from physical models,
which accomplish the Same purpose.‘ Maps offer particularly good analo-
gies for economlc models. " They generally reproduce only the relevant
features of an area\ providing only enough informatior to help a stran-
ger flnd his- way. They omit extranéous characteristics such as dust,
air, "and noise, and blur details li¥e variations in neighborhoods and
housing. A thoroughly representative map, like any such model, would be
-very costly and probably impossible to use. :
3 ¥
A closer look at base impacts shows that some impacts' influence the
.character of the district and Sthe quality of education, but do not
actually affect expenditures or revenues of the local educational

ageéhcy. Eé@mples.cited in testimony befopre the Commission include the

higher absenteejsm of federally-connected children and stimulation

,A‘resulting from the presence of more "worldly" military children. They

are excluded from the study because they do not affect the financial
status of the local educational agency in any apparent way.

Other base impacts, if not intangible, are very difficult .to measure.
Examples cited in testimony before the' Commission include the high
turnover rate associated with federally<connected children, the dispro-
porkionately large number of federali%iconnected children in language

skills programs; and compassionate transfers of handicapped children.
, { a . . e

i

~
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Thopuéh these} immeasurable effects are real, it turnilput that, in the
- context of the study, thelr 51ze is relatlvely small-——
- . L

- Another variable exeluded is the effect of base procurement, or whole=
~ sale purchases, on the local economy. Determining the impact of pfo- .
curement would cost the Commission $5,000 per site., - The onky way around
this expense would have been to try 'té capture the range_ of possible -
: }local impacts and apply this range to each locality. Unfortumrately, the .
« size of the procurement multiplier varies so widely. from locality to
" locality that econgglé*s at the Bureau of Economic Analysis advised

' against using it. ® ¢ . . ’

Furthermore, bases tend to’ do"very little of their procurement in the
= local” economy. Commissaries and Px’s associated with the Army, Nayy,
and Air Force make no more than five "to ten 97fcent of their wholesale
- rpurchases, on average, in the local economy.—— Excludlng this variable
> from the model, therefore,” probablw éoes little to distort .the model's
descriptlon of reality. .

&

Comparison with Conventional Economic Impact Models

The preceding alscu5310n has explored the internal workings of the
“L, ] Commission model in some detall-proceedlng from an analysis of the
model's structure to an examination of its assumptions and the variables
it has excluded. The focus rnow broadens to encompass the model as a
whole. The model is compared with other models of its type to highlight
. its structéral conformity End non=-conformity. The results of the model '
are summarized and, finally, e model's val;dlty assessed by measuring :
1t against a professional standard evolved by economists. ,
. Economic impact analysis is an* approach used in the branch of *economics
. known as regional economics. The field of regional economics has grown .
) during the last, three or four decades as economists have become inter-
TN ested in applylng orthodox economic tools to problems related to region- -~
al growth a’ survey' of techniques in regional economics--especially
cost-benefit and economic impact approaches--can reveal where the
cOmmlssion model resembles the. norm and where it has had to .draw on - r
« economic principles outside standard economic impact analy51s.
€ .
26/ The Commission actually attempted calculating the cost of turnover Co
by finding out the percentage of overalf turnover attributable to
the federally-connected children and applying that percen age to the
salaries of counselors, administrative, and 4#lerical staff hired to
cepe with turnover.~"The fiscal impact of the turnover was relative-
v ly small and the Commission gtaff headaches relatively large
'27/ Directors of operations and public relations associated wi%h the .
different services pointed out that, while local procurement wouzd ‘ .
vary from base to hase, a national averlage--common to all thr
serv1ces--w3uld fall within this range.
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* . Both cost-benefit analysis and economic impact may involié'the applica-
‘ tion of multipliekrs. Barly multiplier theory relied on economic base '
T models to estimate regional impacts, These models and their more .
sophisticated successors, 1nput-outpu$ models, help estimate the overall
effects ofgan Joutside stimulus on a region. Theory underlying %he
econom1c1§£; approacbzholds that the 1oca1 econony is divided into. two
sectors: an exporf sector that sells goods and services outside the .n
"area, and a service ‘sector that provides goods and services to the
area of interest. A more detailed and complex view of a localw economy
is provided by~ input- PUt analysis, whioh has dominated regional
research since World War 'II. This approach breaks the economic base )‘ -
. . down 1ndustry by industry, rather than dividing the economy into just
two sectors, and analyzes the ‘role of each industry in regional 1mpact.

¥
[

v

Cost-benkfit analysis is the principal framework used to evaluate the

e¢onomic *sonsequences of publlc expenditure decisions. It attempts to

determine ‘whether a pro;ect provides a net benefit or cost to the

« o community. The concept can also be ‘used to compare competing proposals

to see which provides the ladgest net benefit or. highest benefit per

., unit of cost.
’

Economlc 1mpact analysis estimates the ultimate impacts on a communff?
of external ,changes, such as base closings, budget cutbacks, and new -

facilitxes. Building on multiplier theory, economic impact analysis

o focuses on the effect these changes have on regional oytput, income, and

§§§§ employment. Most studies rely on input-output analysis for this deter-
y mination. .

.

The Eomhission s economi¢ impact model, 1like other economic impact
models, *applies results from an input-output model to local data to come
up with overall effects of a base on employment and 1ncome. The model

¥ \\}uses the earnings and employment multipliers develogﬁg by the Bureau of -
Jconomic Analysis for appllcatxon to mllitigy bases ,—

dﬁ\}“ In centraét to a more traditional econdmic impact approach, the model
borrows heavily from cost-benefit analysis--particularly in its compari-
son of the benefits and” burdens of the base and in its consideration of
opportunity costs, i.e., alternative use of the site. These. ahd other

v adaptations have been dictated by the particular nature of the Commis-
sion's task. Each of the modifications is grounded in economis theory
and. has been applied in empirical s‘pdy by other economists,

28/ fﬁe Commxssxon relies on a range of multipliers developed the
. Bureau of Economic Analysis, This range covers Fhe gamut of \pos- ,
‘ sible multipliers that may apply to a community. The Bureath of
Economic Analysis is. capable of calculating definitive multipliars é{
,// for specific areas; in fact, the Department of Defenhse has contrack-
ed with them to do just that. Theé Bureau charges' $5,000 to ¢ ¢ ) .
, regi-onal impacts for each*military base. The Commission has chosen
. . to forego this expense gndlgse the range.

i
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A closer look at the'departures of the Commission model from more

. 2

* conventional economic impact studies reveals the following:

(1) The Commission model coppares the Benefits of the Federal base with «
¥ the hurdgms it imposes, an approach dictated by the statute and the
. program's history. - * R " . {

»

- ' *

An anplysis of the benefits and burdens of bases on local educational
agencies is important to a study of Impact Aid for two reasons: section
. 2 of "the Impact Aid statute provideg. for entitlements only if revenue .
’ gains om the' facility 46 not "substantially compensate" £br rey;nué
losses; and administrations since Eisenhower have based program cuts in ’
part on the rationale §Q7t a PFederal instalLatiqn confers a net economic'

-

benefit on a locality,< L

-

(2) The Commission model considers opportunity costs, the benefits lost ‘
. because. a resource was not used in the most productive alternative way
A that is possible. Many cost-benefit »studies {ncorporate consideration .
of opportunity costs becaus\e they evaluate the effects of government
}' projects. The costs of a governmer® project go beyond the cost of land*
or labor; they include the benefits thoge resources could have yielded )
if they were to be used privately. Professors Stokey ‘and Zeckhauser of’
Harvard cite the example of land on which a town plans to build an .
incinerator. If that land,would otherwise be used for a high school -
Tathletic complex, the opportunity gosts ‘of building the incinerator .
would consist of the net benefits that would haVe been generated by 'the
- ,athletic complex. I/The true ¢ost of the incinerator then is its direct
) cost plus the opportunity costs of not using the site for an athletic .
N complex. ,Cost-bérffit gtudies that fail to cogbs/i‘der opportunity costs
~ end up undervaluing the true cost of a project.>— ’

¢ The .Commission st:g;’xdy considers opportunity costs?or legal as well as

’ econamic reasons.i Section 2 of the Impact Aid statute, which treats
Federal ownership of land, .provides that the entitlement of a local \
’{/ ., educational agencf "shall not exceed the gmount which such agency would

have derived...and would have had available fos.!furrentiexp\e,r}ditures B
from the property acquired by the United States."2/,

i - +

- The Commission ’Istudy resembles’ many costfbenefit analyses in that it - . .
considers t impact of government use of resources--in this case,
. land. The statute no doubt included, the -concept because~ it wanted a
.true consideration- of Federal ‘impact., Economic impa¢t studies of
military base closures, on the—other hand, do not have to consider .
s opportunity costs bedause they are projecting the cffect ‘of private use

.
hl ’

4
q ) 29/ See nof:e 12, supra. . . s .
. 30/ Edith Stokey and Richard Zeckhaug®r, "Chaptet 9: Project Evaluation:
: Benefit-Cost Analysis" in A Primer for. Policy Analysis 25 (1977). '
e 31/ See note 13; supra. '
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o . of wggt was once a Federal site. The questionm of how the site might ‘«
o > “ otherwise have ‘been used does not3£?me up when what was once a govern-— ) t

. . . . - :
ment site i being used privately.—~ . . . ,//
Y ~ )

{3) The Commission model takes a retrospective 'lgok at base impact. "It
L .attempts to compare the'effect of the facility if fiscal year 1979 with .
= the impact th® site would have had in 1979 if it werqynbt.used by the
T~ ‘Federal” Government. In contrast, most egonomic impact studies are .
, forward-looking: they attempt to predict the' future impacts of military X
base closings ot of facilities such as steel mills or ai rts.”

-

(4) Because the Commission 8 interested in 13cal educational. agencies, {
. * the study focuses on Federal impacts wigyin the school diqtricg——and
A not, say, the county, or metropolitan area. st

- -
(5) The Commission model examinés the effect of a base on the finances
. of - a' governmental unit--an independént local educational agency. The
model computes net impact by comparing the e;fect of the base on éxpen-
ditures and revenues with the effect Qf alternative use of the site on
expénditur% and revenues. Most economic impact studief simply seek to

£ g; .
. 32/ The failure to consider properly opportunity costs can sf;nificantly
alter thesresults of a cost—benefit analysis. One vivid example is
the 1967 analysis by the Bureau of Reclamation 'of the Nebraska
Mid-State ‘Projecf, an irrigation project that would have served . .
agricultural land in south-central Nebraska. - Professors Steve Hanke .
s~ of Johns Hopkins,'and Richard Walker of the University of California
: at Berkeley show _that correct assessment of opportunity costs would
have substantial ltered the Bureau's estimates.
“ 5 - ’
Préfessorséggﬁké and Walker based their critique on what thé§
. believed- t® be the dominant opinions’ of the economics profession,
They noted that the water of the Platte River should not have been
treated as & free good, since there wer many demands for its use.
g If not used for irrigation, it doyld have been used for manicipal,
- industrial; or recreational purposes. Any of these uses would have
. yieldéd‘benefits for the area that the Bureau failed to consider.
~ . ? -
’ The authors’also pointed out that,'@?ile the Bureau did estimate the
opportunity cost of owner-operator” labor, it did so incorrectly.”
The opportunity cost of the increase in labor required, is the wage
= that the employees could have been earning in the general area.
Instead, the Bureau used the wage earned on the parcel of land
itgself as the 5ppcrtunity cost. * Since %he salaries in the general .
' area were higher than those on the farm, the apthors podnt out that
- - the Bureau underestimated opporpunity costs. [Steve Hanke & Richard
Walker, "Benefit-Cost Analysis Reconsidered: An Evaluation of the
Mid-State Project," 10 Water Resources Research 898-908 (1974),
reprinted in Public Expenditure and Policy Analysis 329-352 (RZH.
Haveman' & J. Margolis eds. 1977)8] - o . : -
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determine'the effect of a faclllty on the employment;” income, ot output .

within a region, w1thout tying those effects t'c the finﬁnces of a
governmertal unit. . . - . = - :

t - ‘ *

-4

X7
a

The Commission model focuses oh local educational agencies because the
Impact Aid statute is designed ¥o provide reimbursement for the'burden
ipposed by Federal activities on spuch agencies. The Declaration of
“Policy of' the tatuté- reads: "the Congress hereby declares it to be the
policy,. of the United sxates to provi financial assistance (as seb-
« forth in the follow1ng sections of thﬂgifltle) ‘for those local educa-
tional aggycles upon” wbuch the United "States has placed flnanclal
burdens.® If the Commission mod is to be of any help to <policy-
makers, it should try to determine the va11d1ty of this legislative
assumption. ! . -

'Y

lee.other reglonal qgonomlc impact®models, then, the Comm1551on model
'starts with local data assoc1ated with. the “fnstallation and applies an
input-output table to estimate the impact of the facility omr employment .
and incomesin the county or metropolitan area. The Commission model
differs in 1mportant respects, however; from.most econom1c impact
models. These differences stem from the particular nature of the
Commlsslon s task: Zthe Commission model tries to measure Federal impact
in’a way that will show whether the functioning of the Impact\

‘Results: y

T

-

The Commission’ model has made estimates for
Nebraska;

-agencies: Bellevue,

)

' -

~

K

Douglas, South- Dakota;

four local educational
Chambersbuxg,

Pennsylvania; - and. Escambia "County, Florida.

All house military bases.

[

Two of these agencies have "Super A" districts: one of theSe, Bellevue,

is part of a metropolita
agency, Chambersburg, is

&

rea; the other, Douglas, is rural..

A third

avily civilian "B,"

meaning. that most base

employees @re civilians living off base; it'is in a rural area. Escam-~
bia County, the fourth agency, serves a 1arge populatlon of milltary

_— L . onnel livind off base, making it a _heavy military "B" districts it
. is part-of a metropolitan area. g

The results of the economic inpact study of four
agencies~~discussed at greater length in the next chapter-—sh

p

local educational

hat
the

each local educational agency suffered a net burden. ‘@he sﬂge
burden, in three of the four cases, was commensurate with the Impact aia®
entitlement of the local educational agency; in these cases, the burdens
.were within 21 percent of the entitlements. In“the fourth case, the
_burden was far smaller than ‘the agency's entitlement‘ '
*
74, B1st Cong., 2d Sess.,
20 U.S.C.A, §236 (1974 &

33/ Act of September 30, 1950, Pub. L. No.
81, 64 Stat, 1100-1101 (current version a
\, Supp. 1978)). i ' .
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»

-




s A ‘l . -73-

¥ ==

-

"The Stanford Reseharch Institute is the only other group that has con-
* ducted a“similar Study; it formulated a frodel that it applied to five
. local educational agencies irf 19 The Stanford Research IRstitute
_ é? " model, like the "Cémmission mode examined the effects of Federal
*- ’,‘\\‘\ installations on agency finances. It also estimated Federal e me:yees'
.‘, ’ effect on agency expenditures and residential property ta® redenues.
! .. The Stanford Research Institute model diverged from the Commission model
in that it did not consider revenues from commercial property' taxes, !
~ ¢+ local non-property taxes,_ and State aid. It also did not account for * ' .
'induoed income and employment effects or for opportunity costs. .
The Stanford Resé%rch Institute study showed that® all fiug agencies N
incurred a'burden. The size of the actual burden was estimated for four
of the local educational agencies; and the bundens fell within 30
percent.of the entitlement of the local educab;inal agency. .Despite, its

2 ; differénces from the Commission model, the Stanford Research Institute
'-"? . study produced conclusions similar to those of the Commission model,
2 ‘Conclusion: The Validity: of the Model . * N

=
¥

correct? The Commis- L
king in and from the ,
models and its own f
e question lin-

Are the conclusions of the economic impact mod
' . sion model has been examined from the outside.
inside looking out. I€ has been compared with oth
intermal dyngmics have .been explored. But the uft}
gers: is the model valid?” ’

R
4

s

In theory;, how-should any, model's validity be judged? Nobel Prize-
- winning economist Milton Friedman, in his article on economic method-
ology first published in the early 1950's, pointed out that models are
designed to explain objective reality. Though they simplify the real
world, they do so_in an attempt to describe and predict actual events.
The real test of a model's success, then, is to examine how well its
predictions conform with empirical fact. Does.the evidence confirm or

~

deny the predictlons ‘of the model? ’ '3 u‘ . -
. ‘Oghy factual eyideﬁae can show," writes Friedman, "whether [the
model] 1is...tentat 'accepted' as valid or 'rejected’ veod The only
é? relevant, tesf o

alidity of a hypothesis .is comparison of its .
predictions with e nce. g&e hypothesis is rejected if its gredic-
tions are con&sidicted;...it is accepted if its predictions ard, not
co&;radicted "= i

-Dther writers have echoed Friedman s conclusion. Three possxble ways -
that a model might be tested -have beeh cited: how well it explains real
events, predicts real events, or permits a policymaker to control real

events. The uhéimate test of the model, though, is how well it stands

y 34/ HMilton F?iedman, "The ﬁethodology of Positive Economics,"” in Read . fl
A ings in Microeconomics 27 (W. Briet & H. Hochman eds. 2d ed. 1971)

[heteinafter cited as Friedman].
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. . up to empirical.reality. "To see whether [the ?g?ell is any good," it »
‘ has been said by the eqonom%g; writer for the New\York Times, it must be
. tested "in the-real world."~> _  * I

N

; . ~
Two ‘recent authors have reaffirmed the point Friedman -pade over two -
decades earlier, A model should be judged by its predidfions; "if it
vields predictions that are correct for a satisfactory proportion of the
N\~ cases we congjec}er," two ‘British professors write, "then it is a good
' explahation,"— . . o
; > ) L .
What is the role played by the’use of assumptiens in economic,médeling?
Assumptions serve, to simplify realit that conclusions can be reached
, that+:predict events in the real world. To return to the road map
- analogy, assumptions about the width or-course of roads are successful .' .
‘#f they enable the traveler to reach his destination. The test ©f the
validity of assumptiopns, Friedman says, is the ‘same as fhat for the ;@‘
o . model in general: do .they lead to results that accuragely predict
‘ Teality? ‘ . . :

\ , ‘ J )
The validity of i:he.éomm‘ission' model can ultimately be tested, then,
only by applying the professionaliy-accepted standard evolved' by Fried-
man et al. The Commission model, of course, does not offer predictions
about the future, but about the vear 1979. It predicts the effect on
the local educ‘ational agency's finances that the site would have had
were it not used by the Federal Government. The model then compares
this impact with the effect that the base actually did “have in 1979.
The difference represents the model's prediction about the true impact.

==0f the base on the local educational agency. .

*

-

The /e;mpirifal reality to'which these predictions should SZ_ compared is ° '
. the effect’ that base closings have had on local educational agencies. A = j
A : "look at base closings wpuld show how cemmunities have fared when the
Federal Government,k has indeed moved out and alternative use has been v
y made of the site. The comparison of the welfare of commsnities before
and after gas'es “shut down would highlight the true hpact of these
bases. . ‘ . h

. . N\ .
» The economists' test of validity can be applied to the Commission modell
by comparing its predictions with empirical reality. Three of the
+ findings of the Commission model are listed below and then compared yith
results from empirical studies: '
$

1) BASES IMPOSE A NET BURDEN ON LOCAL E;DUCATIONZfL AGENCIES.

- - !
A stanford Research Institute study for the Department, of Health,
Education, and Welfare (not to be confused with the one that applied an L .

economic impact model to £ 5/7 local- educational agencies) examined the
- effects of base phase-outs™/on 29 local educational agencies, Within

-\ (1970) .
36/ Ivy Papps & Willie Henderson, Models and Ecémmic Theory 64 (19770 .
31/ Defined as basges <‘closed down, reduced in foree, or consolidated.

+ .35/ .Leonard silk, Cdr;tempor‘ary Economics: Pringiples-and Issues jB

»
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“in one year of the phase-outs, 26 of the.29 agepcies were in better
fistal health than they had been before the '‘base started closing down. -
In othkr words, about 90 percent of the agencies had benefited from base
phasg-outs within 3 year.

Wﬁy were agencies sc much better off? In.16 of the 29 agencies, signif-

icant increases in assgssed valuation ‘per pupil tpok place. The fact

that the base site beGame taxable proved o be a’'key factar, then, in
over half -of the agencies' improved fiscal situations. Private ‘use was
made of the base sité and the property became subject to local taxes.

Other important ‘factors were increased State aid as a result of the base

phase~-outs,. increases }a/lgcal property tax rates, and reassessmegts of

local property valueg.— _ .

4 N

14

Another empirical study was done by the Office of Ecoriomic Adjustment at
the Department of Defense. _In examining the effect of base closings on
91 communities, th& survey found th A military base is "not a great
boon or stimulus to a local- eeonomy, "= - : ’

Specifically, the Offiqeﬁof Economic.Aggpstment found that a total of
over 100,000 civilian jobs developed on base sites after the base
shut down. ;Thesegmbtejtﬁan compensated for the loss of ove 88,00
former Department of Defense civilian or eontractor jobs. fThe Offjce oi\
Economic Adjustment 4lso found that 42 high schools and colleges had
been estabgiéhed at former bases, that industrial parks had been ‘set up
at 60 of the former bases, and that, airports had ibeen developed at 39 -
former bases.. v : o '

- - - ’
-

A longer-term study of base closings was also done by of the Office of
Economic Adjustment. The effects of base closings+on geven communities
during the five or more years after shut.down were studied. That study
found that all4&ye communities had become more "stable, diversified and
self-reliant."— A -“before-and-after comparison was made of the popula=-

tion, empIoyment, incomeé,t using, and retail sales of the seven
communities, which revealed . at4£;fter a brief 1lull, local economies
bounced back with renewed vigor."— ‘_ -
EBach of these, em;f?ipal studies is consistent with the findings of
the Commission® model that bases impose burdens on local educational
agencies, =
38/ phillip L. Adams & Robert G. Kpiegelman, Stanford Research Iné®i-
- Jute, Effect of Federal Installation Phase-outs upon School Dig-
:%tricts 57- (1965). | o ’ . .
39/ Transcript of Hearing before the Commission on .the Review of the
. Federal Impact Aid Program, Washington, D.C. 105 (May 28, 1980).
A0/ David A. MacRinnon, "Military Base Closures: Long Range Economic
Effects and th® Implications for Industrial Development,"” 31 -Am,
Indus. Dev, COuncil J. “7-42 (1978). ,
41/ 1d. 17. - ~ - :
=~ . | Ry
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2) SIZE OF THE BURDEN IMPOSED BY- THE BASE ON THE LOCAL EDUCATIONAL
AGENCY WAS COMMENSURATE WITH THE IMPACT AID ENTITLEMENT IN THREE ouT
) / OF.FOUR CASES. N ' ‘ .
"-’/ﬁ’ The Stanford Research Instztute found that 26 oﬁ\29 Jlocal educational
agencles benefited from base phase-outs by an amount equal to or greater
. sthan the Impact Aid entitlement. The study, in other words, showed that
¢ ) the agency's benefit was equal to or greater than the size of the Impact
Aid entitlement in 90 percent of the cases. This finding cgncurs with
. the finding of the Commission that three of the four agencies studzed
’ suffered burdens commensurate with their entitlements.

kY -~

- ) Szxteen of those 29 local educational agencies benefited primarily be-
cause the site was re;urned to the tax rolls. Similarly, the Commission
model has~found that bases impose a revenue burden chiefly because they

* are tax-exempt. s

4 .
' . . . . :
3) EMPLOYEES ASSOCIATED WIT§~THE BASE CONTRIBUTE TO LOCAL EDJICATIONAL
AGENCY REVENUE PRIMARILY THROUGH THE PROPERTY TAX THEY PAY ON THEIR
HOUSING. EMPLOYEE CONTRIBUTIONS -TO CGMMERCIAL PROPERTY TAX REVENUES

ARE MUCH LESS SIGNIFICANT,

A study of 24 communities by the Bureau of Economic Adjustment in 1370
showed that, during the year of the base closing, only seven communities
i y experienced even ihoderate reductions in retail sales volume. Over 70
éé? t percent-of the communities experienced gains in retall séles wlthln one
' year after base closufe. '
The fbngeriterm,study of seven communities showed that all seven commu-
. - nities registered increases retail sales durlng the years after base
j/gfi ° closure. In most of the h%? ties,” in fact, sales grew at a rate

’ equal to'or better than nation vels of retail sales growth.

, . Housing, on the otherahand, was more severely affected by base shut~
downs; 15 Froved to be what the studxecalled "one of the most sensitive
sectors*—— of the local economy after a :closing. The unneeded homes
left behind by departing base personnel resulted:in a sharp decline in
residential valudes, According to the 1970 study of 3ht housing mar<
kets, tgesidential sales activity virtually 'ceased“ after closure
"announcements. That study found that low-value housing suffered a

"severe" decline in values: low-income, single-family homes in seven
communltiea declined by an average of about 14 percent.

: The findings of these empzrical studies are con31§tent with the resul\s
y T prodiced by thé Commission model. Bdse personnel make their chief
contrlibutions to local revenue through the property tax paid on hous-

‘ idg. Tax revenue resulting from employees' purchases is much less
significant, - ‘

=

42/ Id~ 16. . -
43/ John.E. Lyrich, Local Economic Development After Military Base Clo-
y ’ sures 288 (1970). -
. Y, .. "
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Before concluding the discussion of validity, it should be noted where
the parameters of thése t
Commission model. The.Commission model applies the alternative use test
differently in some cases: for bases established during or after world

War II, the Commission model predicts what would have happened to the.

local educational agercy if ‘the Federal Government had never establishdd
the base. Where bases were established before, this period, the model
asks the question: how would the base be used if the Federal Government
Community development has beef too closely inter-
twined with these older bases to identify the effects of the bakes— The
empirical studies, of 'course, ekamine how communities have ,used bades

pirical studies fail to parallel those of the'

that the Pederal Government has.closed down.

]

J

.

A second difference between the Commission model and gome -of the .efn~

pirical studies is that some of the studies examine communities and not

local educational agencies,
nent fall' into this category. ’ -

-

Studies by the Bureau of Economic Adjust-

.

Finally, the empirical study of local educational agencies by the

Stanford Research Institute took into account State ipcieases in discre-
tionary State ,aid as a result of phase-outs. The Commission model does
not try to predict what the*State will do in response to a phase-out.
This difference in approach makes it difficult tos pinpoint Jjust how
important a role taxation of the base gité-—;athet than ‘increases in
discretionary State aid--played in the improved fiscal health of Jlocal
educational agencies. ’ :

How significant are these three differences between the empirical
studies and the Commisdion model? The Commission model has found that,
_in most cases, how the gquestion -of alté?ﬁative,use is addressed is not

" particularly importafit: private use of the site finanted the cost of

educating the childred associated“with the site in the four cases
studied. Apparently, where. nonfederally-connected pupils were involved,
the assessment ratio, local tax rate, and State aid'formula meshed well
enough to ensure that enough revenue was raised to cover the costs® of
education. o o .

L CoL . i : . . o !
The other two differehces do not detract from the thrust of, the empiri-
cal results: that most local educational’ agencies and communities

‘befefit from base closures; and that a ‘principal reason' for "the benefit:

is that the communities put the site.to use and ‘derive tax fgvenues from

it. . - e .

.

Onp importent question left unresolved by empirical studies is the size .

of the burden. The Stanford Research Instituté found that the™burden
was equal’ to or gredtér thanh the Public Law 874 entitlement in 90
percent of the cases; unfortunately, that study- included ad hoe in-
creases in State aid.

=

¥

The flaws' in this comparison of the Stanford

Ve

PR




78~
.- -

- ‘. 4 .
Research Institute findings with those of the Commission model recall a
point made by Milton Friedman about the difficdlty of verifying economic
models. Friedman pointed out that clear-cut eyidence is difficult to
produce in ech .ics.because of the uncontrolled nature of the econo-
mist's system.—/ The absence of , laboratory controls on a model makes
it difficult to find’ evidence that cbﬂblugiveiy' confirms a model’'s
predictions.

- -

. L ad

The lack of a perfect match between empirical studies and the Commissign’
- model should not be disheartening; if anything, the- fit is closer than
for many economic models. The parallels are sufficiently close to
permit.several definitive statements about the-consistency of the
Commission's predictions with the empirical evidence. . The following
conclusions can be drawn with Qonfidence: :

’

4 i = . o
) * @ The findings of the Commission model thaty military bases impose a
net burden on local educational agencies is/ydﬁsistdnt with the

results of empirical studies. )
¢ The findings of the Commission model in three cases that the si%e of
the net burden is commensurate with the Impact Aifi entitlement is
consistggy with the results of the one empirical study done of that
issue. The Commission's findings are also consistent with the predic-
tions produced by the Stanford Research Institute model, the only
other economic impact model of this type. o

Strong conclusions can also be made about the converse:

Jg ¢ Most empirical evidence is nof consistent with the assertion that
> , .bases confer a net benefit on local educational agéncies. At the same
= time, no models have been designed that have made predictions of net

) benefits. . ' \‘
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CHAPTER III ‘-" '

REVIEW OF THE EVIDENCE

Under the Plan of Study adopted by ths Commission at the.Second Meeting
c

on Dacember 14,

1873, the Commission

heduled ‘hearings for the follow-

ing sites and dates, to take place in 1980:

e

1 v
‘Washington, D.C.
Depnver, Colorado

+  Chicago, Illinois
Seattle, Washington
« San Prancisco, California
Window Rock, Arizona
San Antonio, Texas
Montgomery- Alabafia
New. York, New York
Washington, *D.C.
A .

»

F ]

-, January 31-February 1
March 6
March 7 . 4
Marchs 7
April 22

- April 24 =~
April 25
May 1
May 15-May 16
May 29-May 30

1)
A

In addition, it was agreed that members of the Commission would vis(&

the following sites for a firsthend look at Pedegal activities: "

=

Bellevue, Nebraska March 6
/ . Window Rock, Arizona pril 23
7 ) Pensacola, Plorida . May 2
' Portsmouth, New Hampshire May 16 - /
Norfolk, Virginia May 30

-

Although the hearxngs were expected to provide the'Commission with a *

.full measure of - evidenge regarding  the operation of the Impact Aid
Program, it was found that it was only through in=house research that
many issues could be examined. Therefore a research staff was ‘author-

zed to undertake three areas of special study: school findnce, econo-
mics, and educational needs. In addition, the school finance and
educational needs areas were to "be supplemented with extensive legal
research.

.-’

; .
It is from these two sources--hearing testimony‘and in-house résearch—-

that the information necesagry to assist in devéipping and sapporting‘

recommendations of the Commission were gathered. Part A of this chapter
summarizes the evidence gathered through the hearings; part B describes
that which hds been developed through staff research.

. The hearings scheduled were designed %0 be, for the most part, regional

hearings with designated regions to be covered by each heé?ing as

follows: . — -

»

-

-

Y

-
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' I, WASHINGTON, D.C. - S

4 - - Delaware; District of Col&mbia; 'Maryland; North Carolina;
. Pennsylvania; Virginia; West Virginia B
, L= "o
II. DENVER ,» COLORADO o ,

-

.. Cclorado; Kansas; North Dakb;a; South Dakota; Utah; Wyoming
» L] . -

III. SEATTLE, WASHINGTON.
* Alaska;. Idaho; Montana; Oregon; Wabhington.

A —

-« T -

L

. CHICAGO, ILLINOIS _ R
. v -
// . Illinois; Indiana; Iowa; Michdgan; Missouri; éisconsin; Minne-
sota; Nebraska; Ohio . -
. . . - ¢ ‘
V. SAN FI}ANCISCO, CALIEORNIA R \j' ,
. . ’ Arizona; California; Haw§i}4 Nevada K

VI. WINDOW ROCK, ARIZONA:

-
Arizona; New Mexico; Oklahoma

VII.  SAN ANTONIO, TEXAS - k
* T— ~Arkansas; Louisiana; Oklahoma; Texas ’

Lo
- - . = ¥

VIII. MONTGOMERY, ALABAMA ‘ -

Alabama; Floriéa; Georgia; Kentucky; &ississippi;,South Caro-
lina; Tennessee —

. . . >

-

. IX.  NEW YORK, NEW YORK )
7 - ' Connecticut; Maine; Massachusetts; New Hampshire; New Jersey:
. New York; Rhode Igland; Vermont ’ .
* - 'Y - -
N %. WASHINGTON, D.C.

Final witnesses, including represefi€atives of: Division of’

School Assistance in Federally Affected Areas (Education

; Departmenty; Office of Economic Adjustment, Departmeét~-of
o, ) . Defense; Office of U.S. Coordinator ,for Refugee Affairs,
Department of State; Immigration and Haturalization,Service#

Office of Policy -Development and Research,.Housing and Urban

. Development; Coalltiod of Indian-Controlled School Boards.

-

? ’ Within each region, public, notice of the hearing was given through a
* press release,Va PFederal Register notiee, and letters of.invigation to
| present evidence. Letters of invitation were s&%{f;:jeach State Educa-

- tional Agency and each recipient ,of Public Law funds. "~ At each

'( hearing, witdesses were encouraged to provide the Commission with

s
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. ’
specific informatioﬁ'reqardinq the school di'strichs of local educational
agencies they represent, through a Guide for Witnesses! to provide the
Commission with a-written statement for inclusion in the record; and to
summarize that statem t and be prepared to answer questions for the

record. \\\\

The Plan of Study required that 1n support of these hearings, the-
‘Reaearch.Staff would be responsible for the following:
&
(1) Creating and maintainlng a file on each 874 regipiens,
' 1nsgud1ng. . .

(a) an inventory of all -Federal property against whic
that recipient makes a claim, { ~

»

- '(b) a description of the type of property and the
activities conducted on that property,

(c) an estimate of the number of civilian and military
employees of the Unlted States connected with that
property, -

'

'

(d) a list of the numbers of chi n claimed by the

‘"recipient from 1974 through the cul'rent year, by

category of the claim, c
3

(e) a deseription ‘of the community or resgion served by 4

the rec1p1ent, rn terms of geogfaphy and economy,

%

. (£)

a-report.on she schodl finances of the recipient,

and .
. (d) a description of the enrollment in the schools of ~
. the recipient; =2

—_— e ———

(2)

Preparing a Summary of the 1nformatlon in the file,

(3) Creating a file on the school .financing policies and
programs of each State, with emphasis on £he effects of the
policies on fedfrally-affected local educational agencies-
3 . (
(4) Preparing briefing papers' for the members of the s
Commission for each hearing, including a summary of the -
- fnformation available for the region in which the hearing
“was held (with back-up-materials) plus suggested questions
-to be aqﬁed of witnesses, designed to elicit informationm
- mot available,in the files arfd background mate7€a1 on each
scheduled witness: and < ) F)

L4
#

(5) Reviewing the transcripte for each hearing, compiling -

thé views and information in.the transcripts, and placing
thiis information in the files,
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A. EVIDENCE GATHERED THROUGH THE COMMISSION'S BEARINGS]
+ N . » ’
‘Introduction - . oo )
- . , During the éouqse of ten hearings held -in Wash{&étonf D.C.; Denver,
’ v . Colorado; Seattle, Washington; Chicago, Illipois; San Francisco,
) California; Window Rock, Arizona; San Antonio, Texas; Montgomery,
- , Alabama; and New York, New York, the Commission on the Review of 'the
. ~ Federal Impact Aid Program ha®®heard from 412 witnesses representing 50
. States and Guam, the Department of Education, the Department of Housing
: .and Urban Development, the Immigration and Naturalization Service, and
§ ¢ - - e Department of Defense, the Department of State% and the “Coalition of
\\\'/E:dian-Controlxed School Boards. Official transcripts of those hearings
comprise over 3,080 pages. , . -
+ ’ -
The task of summarizing that testimony hasd not been a small one. Much
of «the information presented by local educational agenbigs regarding the
nature and extent of the Federal presence in their .community' is irreduc~
- ible and not generalized easily witho sacrificing accuracy. ~ For that
reason the écope'aqﬁ the "sense" of’ the lestimony .is presented, orga-
nized around the follgwinqz\

. .
-

5 . )
A (1) views on the proposal of the Education Department to reduce Impact
Aid in fiscal 1981;~ ‘ . ' .
-(2) 4he tax effort made By local educational agencies to_fipénce their
- operations, including costs imposed by. the Pederal Gowernment; this
subjedt includes a- look at the results local educational agencies

- . predicted if the proposal' of the Education Department were effected;

(3) the nature and-extent of the butden imposed by the Federal

presence; N
N (4) additional Federal impacts for which the Government does not

compensate local educational agencies, including the cost involving
© -compliance with such mandates as the education of all handicapped
children, and the provision of bilingual education;

(5) the need for other, possibly,moré'comprehensive payments in-lieu
: 5 <

-+ : of taxes to replace or supplement Impact Aid;
. (6) revenues lost because alternative use cannot'belmaée of the
- federa;ly—owned property: . ‘ .
(7 t;e economic impact of the Pederal presence;‘é;
- ) j§/‘§gg_Appendix grfor a presentation of Edycation Department/testimony

.~ before the Commission. These views are described as those of the
.Education Department, since testimony offered by other depar tments

of the Executive Branch indicates that other parts of the Adminis—
tration have views at variance with those of the Education Depart-

ment. : ) ' . .
% . -
: . -
. k3
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(8) the Federal obligation for the impact of the Federal Presence- ag
currently covered by Public Law-874; .and »
p t 3

(9) the special educational needs of federally—cannected children.

The Commission is cognizant of the fact that there is a basic philosoph-'
ical difference betweenjthose witnesses who testified in favor of -the

- existing Impact Aid Program and the testimony presented by the Education u

%

Department. The evidence offered by the witnesses was evaluated in
. . . '

light of this differe?ce. . .

The Education Départmeq; took ;h% position g&at éducationﬂig a State
responsibility and that the role of the Fedefal Government should be
limited to ensuring equality of educational opportunity for all ghildren
through such programs. as those authorized by Title I of the Elementary
and Secondary Education Act of< 1965, the Bilingual Education Act, the
Education of the Handicapped Act, and the Indian Education Act. Assist-
ing local educational agencies in financing the maintenance and opera-
tion of their schools~-which is the effect of payments under the Impact
Ald Program--is not consistent'with that policy. ;; : .

Statements made by representatives of' the Educatign bepartment made this ;
position clear and indicated °‘that the positiongéf the Départment“waﬁ; |
based on its budgetary ﬁriorities-—witq'a'limited budget available to !
the Department, it must place the programs it administers for elementary /
and sécgndary education on a scale of priorities; those programs de-
signed to provide special sgervices for those, children haying special
edycational:.needs is given a higher priority than®that giyen the $mpact
. a

-

Aid Program. , ,
The testimony and the legislative proposifion$ advanced by the Education
Department can be understood only in the context of its budgetary
policies, ‘ ' .

-

At the same time, witnesses repreSentiﬁg local edaqgtional agencies
almost invariably used the term "obligation" when speaking about the
proper Federal role in education respecting the maintenance and opera-
tion of schools affected by Federal activities. The use of that term

reflects an attitude that the obljgations of Ehe Federal Government -

should have a higher priority than discretionary choices of the Educa-
tiogégepartmént based-upon budgetary considerations. The term "obliga-
tion® has a number of meanings-~legal, motal, and politi¢al--which,
unless the use of the term is carefully evaluated, can be confusing.
For this reason, testimony about igation has been supplemented with,
and evaluated in the light of, résearch on the question of what is the -
obligation of the Federal Government with respect to the burden imposed
by its activities. .

"The testimony of witnesses having a strong interest in continuing the

program must be viewed in the context of the threat they perceive in

efforts to reduce the size of the program.. Some of their statements

-
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' indicated -a belief that a substantial’ reduction of the size «of the
program would reduce the number of local educational agencies particl- .
pating in the ptogram and,’ accdrdlngly,‘ its poll.tical support, Stite-
ments reflecting this belief tended not tJ deal with the merits of the
program and their value as evidence was limited.
s . . T . \

L . Standard Argumefits |

e

Before summarizing the testlmony evidence addressed to those points, it
is useful to review briefly the standard arguments offered. for and
.;against Impact Aid. L .-, : . J?
,
g-'rhe Educatzon Department argued in its original¢testimony presented in ¥
. * - HWashington, D.C., on-January 31, 1980, that Impact Aid should be cut
. 'w because it overcompensates loca11ties who enjoy "a net econonuc benefit «
from Federal installations. ‘Based on the argument that communities
\actlvely seek’ Federal installations, the Education Department concluded
Federal activities must be considered an economic plus. - Further, the
Education Department ardued that if local educational agencies ‘have not
been ,able to tax the influx .of wealth such as ‘additional p’yroli and
corporate profits flowing from Federal activities, it {s because- of
- ineffective State and local education f1nancing= systems and not the
- fesponsibility of the Fedeval Government. - - -
. Local educ-ational agencies traditionally rrgue that in fact communities
‘ do not always seek Aederal imstallatio actively. In .many cases,
: y +  military bases and ‘similar installations are virtually thrust on a
“ cofmnumby. Further, while communities fight base, closmgs, the concern
is for ‘the short-term unempioyment effects of a ¢losing, rather than the
N long~-term economic ‘gain which subseq;.:ent private use of a site brings.. .

k] ‘ . Local educational agenc;es argue there is a Federal obligation to pay
for the effects of Federal activities, .just as non-Federal employers and

landowners pay localities.for, seryices provided. .

\

It *h*as also been argued that it is not the place of the Federal Govern=-
menty dictate state and local taxing and flnancing arrangements; the
trad1§2\ of 1local control of education, and concepts of federalism
prohi ‘ch a Federal policy. &

bl ﬂh

. The Impact Aid Program is further ,supported, it is arqued, because. it

. operates in a fair and efficient manner. Payments reflect actual costs
. " and are based qn an actual number , of students in attendance, payments go *
V| directly to local educational agencies witiut Federal program reéquire- .

ments attached; Impact Aid allows local control; Impact Aid has the

- ., lowest proportipn of administrative cost of any Federal education

program; and Impact Aid can be used for maintenance and operation,

alkowing schools to fill budget gaps left by..unfunded Federal mandates

v such(as that set out in ‘Public Law 94-142, the Education for All Handi-

capped Children Act. N ; g

H
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‘ * Impact Aid payments on the basis of "B" students were defended on
several grounds: residential property taxes cannot, alone, support
. - 'education; no private employers are allowed to pay only. that fraction of
- their commercial or industrial property taxes which are represented by K
the percent of their employees living only within the boundaries of
~—/)t:heir pollt;cal jurisdigtion; the impact Of large numbers of "B" stu- *
dents is proportionately as great as the impact of large numbers of "a"
. students; if one accepts the rationale' that payments for "A" students
: are justified, there is no logical teason to reject payments on ,the
: - ~» hasis of "B" students, which are 50 percent ‘of compensation for Tnan
students reflecting a presumed contribution from residential property
,taxes . , ¢

L

- —

o

_Views on the Proposal of the-Education Department - T

-—

Local educational #gencies around the country expressed d1sbe11e£ and i
grave concern over the Education Department S proposal to reduce Impact‘
Aid payments in fiscal 1981 to those local edUcatlonal agenc1es receiv-- :
-ing "A" payments.which amount Lo 2.5 perceng of their total current
. operating budget or "B" payments const1tut1ng five percent of their
budget, Local educational agencies questioned the rationality of the
. proposal, calling into gqldestion the validity of dutting aﬁ“educatlon
program on" the basis of mere budgetary considerations rather than an
analxsls of the needs the program meets. Local ‘educational agenc1es
further questioned the procedure they observe annually of Federal budget
ofﬁ\cers, rather than education policy and program offlcers, recommend-
ing cuts in Impact aAid.

1 Addressing those budgetary considerations, however, local educational
agencies mentioned that it does not make sensé to cut Impact Aid--an
efficient and well-justified program--while leaving unexamined other 4
Federal programs. Categorical education programs can operaté to reduce ., .
the absolute number of dollars available to logal educational agencies ’
for maintenance and operation and basic instruction. A £

-~  The Education Department testified that 81 percent 6f-local educational L\

agencies which would lose their entitlement on the basis of "B" children
- under the Education Department's proposal would 'suffer aglgss which is
less than-one pergent of their total expenditures. No local educational
s agency would, lose more than five percent of ks expenditures. Also, 94
,percent of local educational encies cut out by the proposal would
suffer a lpss df; ess than two .percent of their expenditures. Only one
. percent of those local educational agencies losing their -Impact Aid

. would absorb the full five percent. .

- .

Al = 1S 4 .

.Tax Effort . ) : 2 S ~

-
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- " . :
t Hearing from-that 81 percent, the Commission was told virtually no loss
is absorbed 'fasily. Representatives from those districts pointed out
that inflation takes a bite out of budgets ywarly. Some representatives .

Wl
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of districts admltted a'modest in rease~1n local taxes-—-a single addi-
tional mill, for example--would replace lost Impact Aid funds. ' Others
expressed ,concern that they are not able,.legally, to raise taxesg or
inotease exgﬁnditures. Nine States have ,local budget caps; 31 States
have local tax limits. It was by far the exception to hear that a local
educational” agency conq&dered ‘it could absorb a cut in Impact Aid.
Quite the contrary, representatives of districts listed the results of a
l cut such as that proposed by the Education Department, Those results
. included:

-

(1) Laying off teachers and opher personnel or cutting salaries. e
figures of jocal educational agencies specifying how mﬁny teachers
would be laid off if the Impact Aid cuts were effected reveal that
several hundred teachers would lose their jobs.
Y -

_§2) Reducing programs and services-—ranglng from cutt1ng out entire
programs such as music and lunch services to ellminatlng teacher aides
and individudlized instruction; v

’ (3) Increasing class size{

(4f Reorganizing the district for inclusion in another district;

(5) Refu31ng to provide a free, publid education to federally-
connected children; and .

(6f‘Changing the boundaries of ‘a district té exclude a Federal instal-.
. lation from the district. .
Oftentimes tnes ffects would mean loss of accred1tat10n, local educa-
tional agencies d. 4

-

& Local educational agencxes with heavily impacted school distticts cited

these disruptions and more, stating that tax increases of .as much as 30
percent would be required to replace Impact ‘Aid. Even more dramatic,
many “heavily impacted schools stated flatly they would have to clos
their doors if they did not receive their- Impact Aid payments. ,//;?
Fiscally deﬁgndent local educational agencies-ﬂthose with no independent

" taxing authcrity whlch comprise a majerity of local educational agencies

> in nine of the 50 States--stressed the problems they have of requesting
tax increases from .local units of govérnment un¥er taxing ocedures
over which local, educational agencies have no control. , Fu thermore,
local educational agencies cited the political problems, resulting from
-changing demographics in the UE?tesxjggxes today, of lack of politigal
support for public education.fEOne ness pointed out that only one-
‘fourth of the adults in Georgiaghave children in public schools; the
largest portlon of the eiectorate which would have to approve a tax
incgease gas no stake in and "not be supportive of tax initiatives
for public schools. * cT .

n,‘ 12‘; .
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Burden Imposed by Federal Presence

- 4

One of the major topics of testimony was the actual burden imposed by
the Federal presence in the schogl district, county, or area that_the
witnesses were representing. Testimony upon such_topics ingluded
actual listings of the Federal holdings in the school district, military
bases, Indian reservations, numbers of federally—-connected students, and
lgeal revenue sources. A distillation of all these facts into a <mean-
ingful, eastly comprehended whole is nearly an impo§h;ble' task. A
complete listing, or printout, of the exact number of federgl&y-
connected students, local education revenues, and type and number of
Pederdl installations is available from the. computers of the Division
of School Assistance in Feisrally Affected Areas. The percentage of
Federal land in each State is”as follows:

»

.- Federal % . ¢ - Federal %
NORTHEAST 2.2 MIDWEST 4.1
1. Connecticut 0.3 *1, Illinois 1.6
*2. Maine 0.7 A. Indiana 2,1
- 3. Massachusetts “1.9 *3. Iowa 0.6 .
4. New Hampshire 12.3 *4. Kansas 1.4
5. New Jersey \f¢5 2.7 *5, Michigan T 9.4
6. New York r 0.8 ¢ *6. Minnesota : 6.7 -~
7. Penngylvania ’ 2,3 7. Missouri , 4.9
8. Rhode Island 1.1 *8, Nebraska 1.4
8. Vermont B 4.8 . *9, North Dakota 5.3 —
i .. 10. Ohio 1.3
*11. South Dakota 6.9
: . «.' *12. Wisconsin .- - 5,3
. Pederal % L ‘.Federal %
SOUTH - 5.0 . west " 53.5 -
1. Alabama . 3.5 - *1."Alaska 96:4 . .
2, Arkansas . 9.9 *2, Arizona ' 43.7
3, Delaware 3.2 *3, California © 45.4
*4, Florida 10.4 -#4, JColerado 36.1
‘5., Georgia 5.9 5. Bawaii 9.9
6. Kentucky ' ) 5.4 *6. -Idaho 66,8
7. Louisgiana . 3.7 *7, Montana 29.6
8. Maryland 3.3 *8, Nevada 85,8
%9, Mississippi 5.5 " %9, New Mexico 3306
*10. North Cardlina 6,4 *10. Oregon 52.4
_*11. oklahoma . 3.5, *11, Utah . 64:9
12, South Carolina 5.9 *12. Washington-* 2941
13, Tennessee 6.7 *{3. Wyoming 48.1 .-,
14, Texas 1.9 )
"15. virginia 9.2 :
16. West Virginia 7.0 .

- - -

* States which have federally recognized Indian lands.
SOURCE: General Services Admnistration. - ,
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In grand summary, tthe Summary Report of Real Property Owned by the
United States Throughout the World as of September 30, 1978 (General
Services Administration: August 1979), shows the total h&ldings of the
Federal Government are as folloys. °

The Federal Government owns 23,988 installations in-the United States
comprising 775.3 million acres, 2,598 million square feet of floor area,
and various other’ structures and facilities, !

Pederal real property is located in each of the 50 States and thg
District of Columbi& and is worth over $100 billion, Structures and
facilities represent nearly $50 bilfion or half of the total cost of
Pederal real property in the United States., Struttures and facilities
owned by the Pederal Government include: utility systems; .communications
systems; roads and bridges;'railroadg; monuments and memorials; airfield
pavements; harbor and port fagiljties; hydroelectric and other power
development projects; reclamation and irrigatioén projects; underground
vaults; sliding shipways' sidewalks, and parking areas., .

-

The 775.3 mzllion acres that the Pederal Govennment owns consiste of
711.9 million acres of publie domain land and 63.4 million .acr&s’ ac
quired by purchase, donationg or other methods. No cost is.recofded or
*reported for public domain land, that acquired by purchase, donagtion and
' other methods is valued at $8.8 billion. Acreage owned by the Federal
Government consists of forest and wildlife reservations, grazing land,
parks and historic sites, "Alaska oil and gas reserves, and military
fields. 1In all, nationwide, the Pederal Government owns 33.7 percent of
*all land: 53.5 percent in the West; 4.1 percent in the Midwest; 2.2~
percent in the Northeast; and five percent in the South. )

‘ The Pederal Government owns 406,494 bulldlngs with an acquisition cost
of $41.5 bzllion. .The Department of Defense controls more federally-
connected buzldznq space than any other U.S. agency., The Departments of
Interior and Agriculture control more federally—éonnected lands than any
other agencies. * 7 . . N .

= %

Additional Federal Impacts

_ The Pederal Government imposes burdens on. 1ocal educational agencies by
owning tax-exempt land in districts afd by increasing enrollments with
children of families who live oﬂ\work on Federal land. These are the
tradxtional‘Impact Aid "revenue" and "service" burdens. There are other
ens carfied by local educational agencies because of Federal man-
or Pederal activities not covered by Impact Aid. Local educa-
tiongl agencies have argued in “the hearings that these additional
impacks are caused directly by the Pederal Government. Because they are
traceable to Federal policies or activities, it is argued that Impact
Aid should be expanded to compensate for the burden those policies or
actxvitiés'impéhe. . >
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For eXampLe, the Government will pay Impact Aid to a logak educational
agency based on the number of federally-connected military’ dependents
located within the boundaries of its school district if a military
airbase is placed there. But Impact Aid does not take into account that
the non—federally—connected properties surrounding the base are higﬂly
restricted in their use and yield less tax revenue hecause of Pederal
Z use of the airbaSe.

©
“ . ]

The most obviOU§ and direct additional impacts mentioned by local
educational agencies are those that stem ftcm1§Fedetal laws such as
Public Law 94-142, the Education for All Handicapped Children Act. The
greatest concern expr@gsed by these local eduéatlonal agencies is that
while the FPederal® Government requires all local educaticnal agencies to
provide a free, "appropriate public education to hanaicapped child;en >
regardless of cbst, the Pederal Government does not Support those
required sérvices sufficiently. Other .impacts arising from this mandate
) -are ttansportation costs for children who must be bused to a neigthtlng
: local educational agency capable of providing special education ser=- -
vices. In the. case of districts in gparsely populated areas such as
. Indian reservations, where transportation costs can canstitute over 25
N\ ‘" percent of a district's budget, trandportation costs for handicapped
N . . childrerft are especially high, 1In addition, local educational agencies
ka have additional costs of diagnostic testing, special teachers, and
\\,4 program coordinators. 2 " -
AN
" Another Pederal impact arising from a legislative mandate QS the re-
N, quirement that children of 1limited English proficiency be provided ~
\\ bilingual education. Still another 1is the prohibition against sex
'\ discrimination which requires 1local educational agencies to provide
physi¥al &ducation programs without regard for sex of students. Pinal-
ly, desegregation orders are a cd??ly matter for local educational
one which many consider federally-imposed.

il

.

presence causes far greater impacts than the %ost of educat-
ing mMddlary dependents alone. Fluctuating” enrollment caukes many
problems: additional paperwork and record keeping are both costly and
time-consuming and the mobile student often has special educational
‘" needs. 1In addition, areas:near military baseg often have special law
- . eaforcement problemns. Flight patterns can limit land use and value.
Pinally, betause many enlisted people are in need of Adult Basic Educa-
tion,- locg&/educational agencies have to 3supply such programs at their

own cost .~ - .

T x
v
-

Anéthet impact of the Fede:al Government is the presence of undocumented .-
alfens and refugees. It is argued that these 7aliens and refugees are
here as a dir¥t result of Pederal policy. The refugees are hete‘ =i

46/ Included as Appendix I is a summary of testimony regarding special
- burdeng local educational agencies bear because of a Pederal Ppres—
ence in thezr community. -

, .
\ .
T J) : o \
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because of the Government's resettlement program, The number of undocu-
— mented aliens'_increases because ‘the Federal Government hasY failed to -
enforce imnfigration laws adequately. :

b

- . ~

Other additional impacts can be listed: cash flow problems (when Impact
Aid payments frrive tod late, some States will not let local educational
, agencies substitute’ funds marked for othér purposes); inflation; the - ~
removal of por;iOns of the tax base by the construction of highwayss '
declining property values near military bases and low-rent public -
: housing; police enforcement problems near low-rent public housing: and a
high staff turnover on Indian reservations and militarylpgiea,-

L4

Payments in-Lieu of Taxes ’ . ;

- = o

The Eederal activities recognized traditionally by Impact Aid a$s
warranting compensation .are a burden upon local educational agencies.
These traditional impacts ‘consist &f the Pederal Government not only
. depriving logal educational agencies of revenue by reducing- the local . .
tax base when it owns real prbperty, but by imposing a cost oa schools
when children living on Pederal land or living with parents working on
Federal land must be educated in the local schools. In addition, the
concomitant impacts outlined above affect local educational agencies
financially. . . ., ’

.

All local educational agencies welcome Impact Aid as it compensates for
traditionally recognized burdens. " In fact, it is essential to the’
operation of the school system in most of the local educational agencies

» testifying. 1Impact Aid payments are 'regarded as in-lieu of taxes

payments and are the only Pederal funds which the school system can use

as general fund money. Most local educational agencies assert that the -

Government is getting a bargain with Impact Aid, for the payments are )

far less than they would be if Pederal property were taxable. But for

"this very reason, Impact Aid payments are not adequate compensation for

the sometimes overwhelming burden that the Pederal preserice imposes, and

local educational agencies expressed the need for a possibly more -

comprehensive pgogram of payments in-lieu of taxes™ (PILOT).

oW

comprehensive PILOT program instead of Impact aid. Virtually ery -

t

* . s - - -—-—a—\,
. A ‘(Bew local educational agencies testified that they would prj;;;fa .

T

L ‘ local educational agency- providing information on assesgsed valuatfon of
federally-owned property showed that if the property were taxed at
prevailing rates, the local educational agency would vield much more
revenue than Impact Aid‘pzovidqu -

[l 'a -

The Commigssion {g aware of the fact that a policy in favor of PILOT has
been studied by various parts of the Federal Government for many years,
both in connection with the Impact Aid Program and with respect to the
States and local units of government, ‘generally. A report of the
Advisory Commiig}on on Inbergovernmental Relations on PILOT has recently,
- been released.—

# {,_

7 47/ R.D. Ebel & J.E. Towles, Advisory Commission on Intergovernmental -
) Relations, Federal Payments In-Lieu of local Property Tax Payments .

" {1980). . .
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As was the case in the hearings of this Commission, an equitable PILOT

program with respect to  local’ educational agencies is difficult to
describe}; and even more difficult to conceptualize beyond the scope of
an ipdividual school district. *Inherent in" ‘any PILOT program is the
question  of alternative use of "the Federal property. How much revenue
would a particular piece of property raise if taxed? .

Alternative Uses

“~

A concept related to the revenue a locallty would raise if ‘Federal
property were taxed is the revenue a local educational agency would gain
from the land if the Federal installation had not b2en there. Most
local educational agencies acknowledged that they were unable to say
with certainty how federally-owned land would have been used--a determi-
nation requiring projections by local planners and land use experts.

Some local educational agencies pointed out with certainty how property
owned by the Federal Government would be used. In most cases it was
clear that private use of the land would yield the local EEucatlonal
agency more revenue than Impact Aid provides. For example, local

‘educational agencies located near beaches and coasts testified that

those areas could easily become revenue-producing recreational areas or
sites for develdpment of condominium§ and motels,
v

The ' school districts of some local educatzonal agencies are located near
Federal 1nstallations surrounded by valuable industrial, commercial, or
residential .property. Those local educational agencies testified that
private use of the federally-owned land would surely yield more revenue
than Federal ownership does.

Local educational agencies with low-rent public housing pointed out that
almost any taxable residential unit would prodice more ‘revenue annually
than the ten pércent paid by the Department of Housing and Urban Devel-
opment in-lieu ofa}axes. - e .

In each case, if re¥enue is Jost by a local educational agency by virtue
of the Pederal presence, it igs a crucial part of a determination of
whether a local educgtlonal agency bears a net econdmic benefit or
burden as a result of thé Federal presence,

-+

&

[

I .

Economzc Impact ‘ — -
On the idsue of net bq;éen, which is the cornerstone of the Education
Department's proposal for ting Impact Aid in fiscal 1981, local
educational agencies were,éx?%he whole, unable to provide the technical
and sophisticated information necessary to det&rmine® net econohic
impact. This is not surprisimg, given that the Commission is breaking
new ground in developing a model to conduct an economic impact study.
Local educational agencies were, however, able to provide bits of

-information relating fo positive and negative effects of the Federal

A

presence considered alone,
Lv4
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Military installations by and large were seen as having a positive
effect on the community, though not necessarily a positive ecohomic,
“effect. Without' highly technical infprmation, a community could not

tell how much-money ,produced by the multiplier effect actually got back
into the school system totprovide for the education of military de-

" .pendents. When citing positive effects, local educational agencies

mentioned the stimulating presence of'thé_military, including the
-advantages of having people in the comminity with international back-
ground and experience, S : :

> b Y
Representatives from certain States provided examgleé of extreme nega-
tive economic impact-~-Alaska, for example, where 98 'perg§Q§ of the
acreage is owned by the Federal Government. Alaska has virtual Y no tax
base frem which to raise revenues for Iocal education expenditures,

Deficient tax bases also occur fn local educational agencies which are 4

located mostly, if not entirely, upon Indian reservations. 5

The energy development industry often iocates in western areas with
extensive Pederal ownership. Usdally those areas have a small school
"system with a tax base capable of supporting only a small system.,
‘Employment generqﬁ%d by the industry can create havoc for a small
system, bringing- large numbers of families with school-age children to
the 3rea. BEconomic benefits of the energy industry. are limited because
the facility brings many of its employees with it to the area. Local

employees working in support positions on the installation are often \'

paid below market wages because the facility ‘attracts an #nfluz of
job seekers. ’ ’

-

In Tullahoma, Tennessee, many employees at the Atomic Energy Development
Commission are engineers, chemists, and physicists. They are paid on a
higher wage scale than a typigal business would pay. Because of the
higher wage standards, especially at the -facility, other businesses have
locagﬁs,elsewhere. This has resulted in' a limited industrial tax
base ~ ; _.
48/ The Commisdion, using its in-house researq)i capacity, devoted
considerable time and expense to supplementing the hearing record on
~~ the i&d0es of alternative use of tax-exempt property and the econom=-
ic impact of Federal activities on local gSggatipnaz agens}es.

The héggiﬁgs were supplemeﬁted by site visits by the research staff,
led by the Staff Economist. These sgite visits concentrated on
military installations and included such installations located in °
Chambersburg,, ennsylvania;- Bellevue, Nebraska; Waynesville, Mig-
-souri; Box Elder, South Dakota; Davis County, Utah; ‘Escambia Counfy, "
Florida; Portsmouth, New Hampspire;.andiﬂo:folk, Virginia. 1In each

- of these sites, information was gathered to debelop and test a model
designed to measure the impact of Pederal activities on the finanges

of local educational agencies.

oy
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Federal Obligatlon for Impact

Local educational agencies addressing the issue of the Pederal Govern-
ment's financial responsibility toward the education pof federally-
' connected children consistently argued that when the Federal Government
acts as an employer and a landowner, it should pay its way as other
employers and landowners do.. Further, local educational agencies said~
the Impact Aid statute since its inception has expressed a _Federal
copcern for the education of children of its employees. fThus in ad-
dition to purely financial obligations, the Pederal Government is
obligated to ensure "that children of Federal employees have access to a
g - public education as'other childred‘h@ze.
A few local educationgl agencies mentioned the particular problem&
wssociated with base closings' and decreased Federal activities. In~
- ’ those cases, schools are left with 1ong-term cd racts for things such

as buildings, -buses, booksd and other supplies witich they do not need

betause closure of . the *Federal installation has reduced enrollment. - -
Local educational agehcies testified that the Federal obligation in .
those cases is especially strong. _

Local educational agencies testifying at the Window Rock, Arizona,
hearing spoke of ‘the specjal responsibility the Pederal Government has

for the education of Indian cHildren because of the very large number of
treaties;t?fch expressly guarantee.education for Indian children. .

Local educ tionag agencies also testifying. at the Seattle, Washington, .
and San Francisco, California, hearings feit that it .18 Pederal policy
that brings réfugees into the country and thus 1nto their :espectzve

A\ school aistricts.

14

*

S Many witnesses used the term “obligation" when testifying; and the
hearing record does- fiot make ciear its technical meaning or meanings
when so "used. In fact, its use, generally, was in a -loose sense of

I'4 * *what ought to be done"--in the sense of a moral or political (when -~
compared with other uses of Federal .funds) obligation. It was in thigs
. sense that the hearing record was assessed by the Commission.
‘\
Those witnesses who expressed a belief that tHe Federal obligation -was
. *educational® in nature--that 1is, an obligation for the education of:
. ) children 1n general or for continuing a program upon which local educa-
tional agencies had become £iscally dependent-—were heard: and due
conslideration has been given to their evidence. Testimony regarding a
Pederal qbligation arising from a fiscal burden placed upon a unit of
local government which has a right to exist and operate under the laws
BE the States and which, under -those laws and the Constitution, must
providé a free public education for all children within thezr jurisdic-
v tions, was given a greater weight,
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Educational Needs of federally*Connected Children

v Y

Local educational agquies testified.that’%ederally—connected children
require various special services. Those special needs of military
dependents, American Indian students, refugees, and students residing on
low-rent public housing projects are summarized as follows:

Military. ﬂilitary dependents are hiéhi}_gobgle students, The fre-"

quency, ‘suddenness, and unpredictability of military reassignment
procedures cause serious social and psychological gtress on these
‘students. Education programs which are not consistent from area to area
can cause children to arrive far behind or ahead of new classmates,
generating a traumatic dislike for school which impedes their adjustment
to schools. This stress from constant reassignfment contributes to the
instability of the family and a lack of commitment to become involved in
the, community. Pamily patterns are often non-gtandard. Por example:
many students live in one parent households because of extended duty on

R

e

ship by the other parent. These students are fregfiently out of school -

for an extended period. of time while the family moves from one baze to
another or from one Government project to another. Absence from school,
coupled with the variation in curriculums, creates barriers’ to the
students' learning. . . .

[}

Poverty is not uncommon to military families, Lower mflitary ranks
frequently live in public housing and uge food stamps at commissaries.
A significant number of military parents are married to non-English-
speaking spouses, thys creating learning problems for the children.
These children lack a sufficient command of English and experience
difficulty im classrooms because English is mot spoken at home,

Constant turnover in-a lchleeducationar agency's eﬁrollmgnt creates
both financial and administrative problems. Local educational agencies

Y
Y

must replace textbooks, workbooksa, and other basic materials, in some

cases up to 15 percent a year. Mobility increases the need for remedial
assistance, additional secretarial and clerical assistance is required
for keeping enrollment and transfer records, local educationallsgencies
must provide extra counseling and psychological services to et thé
special needs of highly mobile-students, and testing for grade place-
ment, achievement, and special education must be duplicated in many
cases. ) . .

Indian Childrem. The Commission has heard testimony concerning conflict
of values between the public school milfeu and the home context of
Indian students. . An Indian school superintendent obgerved that the
Navajo word for public schools is translated "school of the little white
children,* and indicated that the honoring of Indian .culture in the
schools is relatively recent. American Indian students frequently speak
‘their native language at home- and come to  school with the standard
educational needs of non-English-speaking -or bilingual children.  Con-
centrations of Indian gtudent§ in a school district commonly :equ{re

i
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highly individuq}.ized diagnostic¢ teaching, réquiring a low ‘teacher/
student ratio, Impact Aid funds .are commonky ‘used to enable 1local

educational agencies to have the lower teacher/stddent ratids. The vast ) .
, distances~sgtudents must ride by school bus--morning -and Afternoon rides ’
. as long as two hours were cited on the Navajo reservation-—-requires .
“ " transportation expenditures by local educational afencies which are\/
unusually high. ’ N

-
* )

k4] N
Refugees and-Illegal Aliens. Refugee families obviously have problems
of traumatic relocation. Enormous variations in successive waves of
Indochinese refugees have been noted, The children, of later "boat
people” are commonly obsgerved in bublic schools to have much greater
problems of poverty and us,any come from lower echelons of Vietnamese,
Laotian} and Cambodian societies, Thus there is usually less family
educatidn, and more pn')bletqs with English, Hostile reception of later
refugees perceived to be foreign by other refugeés from the safie country
has often.been a problem for Asiad refugees, particularly where a threat
to the local job market is "feared. 1In addition to basic educational
services, local educational agencies must provide these students much
I'd more concentrated services in biZfingual education, special counseling,

-

and frequent tutoring services.

Children of undocumented aliens also have the problems attendant with
. transience. Local treatment of the corresponding needs for these
e children-~bilingual educations smaller classes, trans-cultural
understanding——varies greatly, _ It Ds reported that California has
B affirmdtive action programs for such™ children. Texas, until recent
-intervening court cases, effectively excluded them by requiring payment
of tuition._ Their illegal status means children having special problems” —
are in the school system without being officially acknowledged., -
Low—Rent Public Housing. Local educational agencies felated the added /
responsibility placed upon them as a result of servicing students from / ,
low-rent public housing, These students are often in need of remedial
education in basic skills, especially reading. They often need ‘special
counseling for problems and pressures associated with poverty. Local .
educational agencies must provide additional reading skills "programs,
- specia]; teaching servicgg/. and gdded counseling staff to handle_the
r~ , needs bf these students,— /"
&

Public Law 815 (Cd‘n"struction) T =

>

. £
Though not within the Commission's mandate for review and evaluation,
local educational agencies also testified regarding Public Law 815.
Section 1?) of- that law provides "for the construction of and repair of’
urgently needed school facilities.to house children _residing on Pederal

- 49/ See Appendix J for a discussion of testimony ‘before the Commission
. regarding Pederal involvement in public housing. .
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properties...” It should ‘be noted that section 10 of Pablic Law 815 is
permanent legislation and is only reviewable through the appropriations
_process. Since being enacted inh 1950, up until 1967, Public Law 815 bad
‘generally been funded fully. Since then, however, appropriations hgvéf\\\\
been insufficient to satisfy all entitlements. Port Bragg in North
Carolina, alone, is $20 million behind in repairs and construction; $200

‘million is estimated to be necessary for repairs and construction for
all schools on Federal property.

Local educational agencies reiterated many times that they must use
A Public 'Law 874 funds for construction instead of as general operating
revenues. Representatives of school districts, particularly those with
military bases or high Indian enrollment within their boundaries, have
urged the Commission recommend that Public Law 815 be funded. fully.

Schooi districts that experience rapid increases 1n enrollment due to
transfer of military employees are hard pressed to' find space to accom- -
modate students." Many pregent section 10 buildings-were built in the
1950's, and- 1960'8, and this now poses numerous prob;ems-

e

1) they need extensiv%pairs,

2) they are lackzng in space and modern facilities;

I

3) there is an jincrease in the number of families being placed in
on-base housxng, and”’

4) children are in.excess of the rated‘éépacjty of these buildings,
leading to (a) split schooling shifts of reduced hours (morning/after-

noon); and (b) requiring,locatgng'students in World war II wooden,
dilapidated, inferior buildings.. .

. . . 4 [

'
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B. RESEARCH OF THE COMMISSION STAFF -- -

The Commission on the Réview of the Federal Impact Aid Program was
charged by law with “reviewing and evaluating the administration and
operatidn of the Federal Impact Aid Program.” Specifically, that law
required the Commission to'consider —-, b

(1) the equity of the present'fundind sttucture;ﬁg .

(2) the relative benefit éfJImpact Aid assistance; and ’ '

(3) the best means of assisting federally-affected local educational - .
agencies to meet educational needs. - .
— . . . ! .
The Plan of Study provided that each of the guestions likely to be v
raised during the course of its work would be arranged around these
issues and would be the subject of a special study. These special
studies formed the basis for the .recommendations set out in Chapter IV
of this report. The Commission gathered evidence for use in those
studies through in-house research and a series of hearingss/~ Part A of :
this chapter was a summary of testimony presented at the héarimgs; Part
B is a description of the research conducted by the Commission and a
summary of the studies themselves.

1) The Equity of the Present Funding Structure ’

In its review of the equity of the present funding structure of the
Impact Aid Program, the Commission hag examined the basic premises.of .,
the program in order to determine the concepts of.-equity the Congress
used in creating the“program and found that the underlying concept of
equity thep used 'by the Congress was that local educational agencies .

E ought to Be compensated for the burden imposed upon them by Federal « .
activities and that the amount of the compensation ought to approxi-~ - N
mate the amount of the fiscal burden placed upon local egucational )

agencies by those activities, .. -
! : S

.

4

. . # > =
With respect to Pederal -burden asseciated with real §roperty, the
evaluation involved '‘a determination of revenues lost because of
Federal laws exempting real property from local taxation and of the
cost of educating the children connected with that property; and with
respect to burdgg not so associated, it involved a determination of -
~ the cost of educating children in attendance at public schools as the:
. result of Pederal activities and policies which do not involve the use
of-tax-exempt real property. . ) -

The Commission studied the definition of Federal property in order to ,
determine ‘wheth®r-all real property burdening a local educational
agency is included a whether all real property not constituting a
- T A burden is excluded from that definition. In determining which real
- property constitutes a burdén, what factors should be considered? It -

.
L
b * - - "
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also considered ‘whether the‘'rationale of compensating’ local education=
al agencies for federally-imposed burdens includes compensating local
educatidnal agencies for the cost of educating-the children of refu-~
gees and undocumented aliens. - .

~ <
- -

»

As part bf the examination of the existence and magnitude of the
burden caused by Federal immunity from local taxation and by the cogt
" of educating federally-connected children, the Commission studied 'the
economic impact of Federal activities on local educational agencies. .
‘This study, in addition to gathering evidence from authorities in the
field, invqlved a thorough analysis of a small number (Of local educa-
tional agencies using a model specifically. developed for that purpose

and.ehte-~specific datar Pud 4 RN
’ A

) After examining what constitutes a- burden on local educational agen—
' «7 cies, the Commission considered the fairness of the measure of cogpen—
sation>-based on assumptions about local support of public education-- .
to detemmine its validity in. light of changes in school fxnancing
patterns, an increased State role, and the possibility other measures
may more accurately reflect the cost of educating federaily-cOnnected
children.

L]

2) Relative Benefit.ogﬁpssistance°for Impact Aid .
i

The secqnd mandatory part of the evaluation of the Commi531on was a
study of the relatlve benefit of thg assistance for Impact ., A&d under
Public Law 874 in ‘view of the increasing costs of the program™ and _the
. limitation on the availability of funds." a 's )
This charge presented the Commission w1th a problem of statutory in-
"terpretation. The term "relative benefit" implies, indeed requites, a
comparison--but a comparison with what? 1Is the caffparison internal to
the Impact Aid Program.or is it a comparison with other programs? If
with other programs, is the -comparison with other education programs
or with all pther programs funded by the Federal Government? The®
~ legislative history of, the amendment creating the CommiBBion gave no
further_clue as to congressional intent. :
.7 The explicit‘reference to "increasing costs of the progrdm and the
‘. "limitation on the avajlability of funds" clearly indicated a compari-‘
+ . son of costs and benefits--but to whom?, A comparison with all Pederal .
N programs was impossible. A comparison with other education programs
woyxd have been:difficult without evaluating those programs, which was=
. . yond the -resources available to the Commission. Impact Aid is
different from all other education programs in that its payments are -,
- non-categoriical maintenance and operation funds, while the other
’ . programs provide for narrow, Federal purpose,  categorical grants.
Categorical and non-categorical funds are so different that 'th only
o, criterion they have in common for comparison involves administFative
, costs.

h'd

i

*y

ERIC, ~ © ' 135 -




‘ - ~99-

.
-\‘.\‘A - v

%
.

With ré&spect: to administrative costs, thg Education bepartment gould
s give no estimate fof all levels, but -it is clear that categorica} "«
e . programs. have an administrative cost at all levels which,ei@egds‘five

percent and runs as high . as ten percent, while the administrative
. * costs of the Impact Aid .Program are probably less than one peréent, .

..
1)

oL » . , . ) . .o o .
' An attempt was made t&7ctompare Impact Aid and two other areas which .
o - served some of .the same children: disadvantaged children living in.
. - low-rent public housing property and Indian cHildren living on Indian
.- lands. | ) . Toe - U Y

~

-, . - 5 Yo

The specialized gkills of evaluators of education programs in the

fields of ‘Indian egducdtion .and education .0f the_ disadvantaged--with )

whom ,the” Commission would contract ' independently--were needed .to .

satisfy this portion of the mandate. * Procedural complicatiens with

the Education”Departméntfgasultgd'in‘inprdiﬁate delays in getting the

e ¥ . ' services of experts so that consideration of the rg}ative_beneffﬁ of - ¢ -
“- - assistance under Impact Aid is\one Gf the areag the Commission was'

-

unable to complete due to fu?ding and time constraints. A S
R . ’ ¥ -

< I3 -

" : With respect to relative-benefit of assistance, internal to the Impact
- - Aid. Program, the{Commission did consider  the effect of the ‘increases
.o in entitlements since 1970 and of no commensurate inctease-in funding
levels for “the péog?&m to cover, these entitlements.  Some local educa-
. tional agencies have fewer:non-Federalfrevenues'than others; stme>are . -
» SRR almost totally dependent upon the' Impact Aid Program. In these in- s
stances, the Impact Ajd Program is of greater relative benefit to them
than it is to'local educational agencies which are not “so dependent.,
- If,, during any fiscal year,. the sums appropriated to make® payments of . 3
Impact' Aid entitlements are so substantial;x léss than those necessary
to makg full payment on those entitlements thgt the more dependent
local educatiopal agencies receive insufficient revenues to maintain
their level of education, then the relative benefit of asgistance from,_
Impact Aid must be considered. -This issue, however, becaine a matter
of priorities. in allocating funds within the-program and was consid- =~ ..
ered as a matter under the best meang: of assisting federally~affected .
local educational agencies. : R -
3) The Best Means of Assisting Pederally-Affected Local
Eduycational Agencies .

¥

2y ~

It considering the best means of assistind federally-affected local
- educational agencies, the Commissipm ‘assumed that the Congress _intend-
*ed that, 1f thefe is a financial burden placed on local edficational .
agencies, there should be compensation therefor and that,, tf there~is '
» a Federal obligation with respect to the education of federally-
. =~ — connected children, the local educational agencies providing education -
- - for those children should be assisted in doing so. These assumptions,

s 2
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when accepted, required an exdmination of the amouht of compensatioH

for that burden gnd the extent to which Federal, State, and local

governments shoul share in paying the costs of educating federally-

d . connected ¢hildrenfand a .determination of the extent to which there is

an'obligation with respect to the educatzop of various categorzes of

5" ﬁederally-connected children: military dependents, Indian children,

children in schools operated by local educational-agencies which are

-fiscally dependent upon -Impact Aid, children residing in low-rent.

o public housing, and children in fe%erally-operated schools.

In the case of heavily impacted school districts, since their. local

e educational agencies would, if their Impact Aid payments were to fall.

. ' substantially short of their entitlements, be required to curtail the .
operations of their schaols so substantially as to impair the educa-

tion of federally-connected children. Thus, any Federal obligation ¢

- for their education would be defeated. . - T

1

- In* connectzon with these issues, the :elationsth between Impact Aid
. . + ! payments and State aid to federally-affected local educatzonal agen-
) cies and the circumstances under whiich State aid programs should take
-~ Impact Aid ﬁayments into consideratzon were studied.

In addztion to the’ evidence presented during the hearings, the Compis-

sion has, as evidence, s ementary infdrmation of a type and
" sources not 1ikely to be available through the hearing,proceSs. Thzs
T ‘° supplementary information has focused on policy questions underlying the
Impact Aid Program: . .
P
L _(1) What are the hzsgg;ical and 1ega1 principles upon which the
% program has been baged?
- . ) ' ST N
(2) How does the program fit into the general scheme for financing
. ¢ public schools and how should federally-affected schools be f1nanced

in that scheme?

*

(3) Isghere a nét fiscal Burden updn lodal—’e'd-tC\a.tional agencies

.- - - . resulti from Federal activities? and R

- - {4) What are the educdtional meeds of federally-connected chkldzen and"
o e how shonld those needs be met? )

- “ ) 2 (.

Commisszon research'ﬁas been conducted in the form of special studles as
described in the® Plan ofi Study. The subject matter of the spec1a1
studies was a combination of issues inherent in the various facets"ﬁf
L the existing program and those whigh appeared likely to arise during the
. heazing process., The studies were arranged around the "three charges

. . given the.Commission in its mandate and then around nine questions that S
Lt e thig report was deségned to address:

iffh
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1) should the Impact"Aid Program be continued? - o

- r

1] % <

2) Bhould there be basic changes in the Impact Aid Program?
N~ - ' v, . P . ’
3) How should the term "Pederal property” be defined?

; ~y s - N - ,

‘4) wWhat is the’ obkigation of the Federal Govgrnment'with‘respecg to

: the education of children connected with Federal property? - Y

- f. . 4 e

5) Should local eddcationalﬁagEncies educating’ children in -attendance
at public ‘schools by reason of Federal la¥ or activities be compen--

sated therefor? v .
. et .

6) which 1ocal.éducational agencies should be eligible for Impact Afﬂ"\k

h Layments? N
- SN %1.,/\;] . ] .
" ,~.77) What should be the amount of compensation? -

-
i

. 8) How should funds be allocated among local educational agencies whefi
appropriations are insufficient to satisfy all entitlements? -
5. . : ‘ ‘
. . 9) .Should the States take Impact Aid payments into congideration in

. * their State aid programs?- \ ~ - .

Fal _ =

- ~ . s

-~

- »

I. SHOULD THE IMPACT AID PROGAM BE CONTINUED?

- 2 ¥ ‘4 * , '
The' Commission began its study by addressing the basic question of
whether the ZImpact®aid Program should be continded. 1In this review and
. evaluation of the program, two means of gathering evidence were used:
b (1) the conduct of“Dublic ‘hearings at which all interested parties were
invited to present ¢vidence, and (2) the conduct of . independent research
on the economic impact of Pederal activities on local educational
agencies, the law felated to the Impact Aid Program,” and the means by
which publi¢ edugation is financed. ’ ) - '

This qﬁes n was addressed by examining the legislative higstory of the

enactment of the original law in order to determine the Treason the

) Congress authorized the Impact Aid Program, by reviewing the roFe of the #
*ﬂ’fei Federal Government in the field of education.as a context for authorizs
ing the progrdm, and by assessing the evidence presented\by those wﬁgb

propose reducing the prigram. On the basis of this study the premises. -

upon which program was based and the questions regarding their
coq%}nueé‘vg%fSity were set out for analysis, -

p— - - M -
*

The premise for the program is tha;_phe*Federél Government places a
financial burdén on local educational agencies because 153 property is
immune from State and local taxation and its actfvities cause children
to be in attendance at the schools of- those agencies, that this immunity

&N

e P e
\ : N R ) ’ )
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’ oy deprives local educational agencies of necessary revenues and the local \
. share of the cost of education for those children must be borne by those \
. ) agencies, and that, uqde?\the federal system of government, the Federal
Government should compensate them Yor that burden. .
P = - Iy
* ‘The major argument advanced against the program was that the present
-~ Program overgompensates local educational 'agencies for the burden
imposed because the program does not take into consideration the agsumed
b financia} benef1ts which accrue to localities by reason of Federal
i dctivities.
These premises were examined to detérmine their current validity by
reviewing "the question of interdovernmental tax immunities with a view
toward assessing the trends in the law during the past three deqades, by
reviewing changes in the patterns of school finance and the extent to
;\~’:Zignathose changes affect the program, by questioning the continued
ed, as a matter of law, for the program under the federal system, and
. by studying the economic impact of Federal activities on local educa-
. tionaly agencies in order to test the assumption that there are "net
financial benefits accruIng from Federal activities.
: . 1
A. BACKGROUND “ — <

Public Law 874, Ezghty—fzrst Congress, waé enacted 1qﬁ1950 to authorize

‘payments to local educational agencies to compensate them fQr burdens &
placed upon thepm by Federal ownership of real property and by th§67

provision of educational services for® .federally-connected children.~

-In so doing,”the Congress was attempting to set out. a unzform policy for
compensating schools having previously authorized a dozen different

Federal agencies to ,provide different kxngi/,of' yassistance to local
educational agencies qurlng World War II.=~ Thege agencies inaluded

the military departments, the Departments of the Interior (botk the .

Bureau of Indian Affairs and the Bureau of Reclamation) and Agriculture,

» the PFederal Works Agency, the Panama Canal Company (whz%g administers
the Panama Canal Zqne, and the Tennessee Valley Authority. -
Three sectiops of the law Lene devoted to three situatio in which,the
Congress found ‘that the Federal Government ,should ,oompénsate local
educational agencies for financial burdens 1mposed GE;H' by Federal
activities. Section 2 of the law was directed toward the situatzon in
which the Federal Goverdment has imposed a substantial and continuing

50/ Act of September 30,11950 Pub. L. No. 874, 8ist Cong., 2d. Sess., §1, !
64 Sstat., 1100-1101" (current versiop at 20 U.S.C.A. §236 (1974 s&_
Supp. 1978)}. ’

51/ H.R. Reps No. 2287, 81st-Cong., 2d Sess? 5 (1950).

) 52/ Legislative Reference, Service, Library of Congressf Education of
N . Children Living on Federdl Reservations and Localities Particularly \

Affected by Federal Activities, $enate Committee on Appropriations,

81st Cong., st Ses®; 60-61 (Comm. Print 1949).

-
- ¥ ‘ *
.
\ . . . .
‘.;}5 -
.
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burden. by acquiring a conpsiderable portion of th& real property in a.
school dzstrict of a local educatzonal agency, depriving it .of a consid- :
. erablﬁ portion of its tax.base. Section 3 was designed for situations , f
in which the Federal Government, by owning tax-exempt property on which ﬂ
children reside orlon which their parents, are employed, has imposed upon
a locall educational agency the burden of educating those children while
w1thho ing the opportunity to meet that burden by taxzng that property..
Section 4 was designed to apply in situations where the establishment or .
reactfvatzon of Federal activities in an area increased school attend-
ance so suddenly and substantially thgi/the affected local educational
agencieﬁ could not adjust fznanpially — - .

The Ratkonale. The underlylng philosophy ‘of section 3, the major part of
the law, was that the Federal Government, as a property owner, should -
pay to leach local educational agency an amount for each federally-
connectéd child roughly equ1valent to the amount per child which other
propert§ owners in ¢ompapable communities pay toward the cost of educat-
. “ ing children. Federal payments under section 3 were tended to be more
? closely r§&7ted to the burden imposed than to the value of the Federal
property The amount oJf payments was computed based on a "local
- ° _contribution rate," through ¥hich the paymegt per’child was equal to the
current/expendltures per child made from local sources in the local
educational agency ig the State which are gpmparable to that of the -
" federally-affected local gducat1onal agency o~ +
| % pederal Neutrality. In ermacfing Public Law 874, the Congress-did not
- intend to afﬁect thg;means "which schools were financed under the laws co"
of the Stateg or to direcf fhose schools respecting the manner in whlch . B
federally-connected childpén were to be educated. . '
i - ’ 't . -
In'fact, the now traditional *no Federal control of education” clause’
was first enacted as part- of Public Law 874, which originally provided
that "In the administration of this Act, no department, ‘agency, officer,
or employee of the-United States shall exercise aﬁ?gilrectlon, supervi-

-~ sion, or control o§er the pérsonnel, curriculum, or program of imstruc- . 7Y
tion of gg?r school or school system of any local or State.educational
agancy."—

-

Public Law 874 was intended to operate under existing school financing

pattarns in the various States The Congress presumed that most local

- educational agengies met the local share of the cost of educating chil-

- dren from rdvenues derived from taxation of real property. It was de-
termined that. approximately half of the real property tax required to B

-

53/ H.R. Rep. No. 2287, 81st Cong., 2d Sess. 5 (1950) : .
54[ Id. 11;:‘ s 2 ;
. _ 55/'1d. 12, - . .
56/ Act of September 30, 1950, Pub, L. No. 874, 81st Cong., 2d Sess.
~ §7{a), 64 Stat. 1107 (current version at 20 U.S.C.A. §1232a (1974 &
a Supp. %8)). . . =
- # ' v o

.
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- - . ) ‘i - B
, )




"

-

‘That being -the case, the Impact Aid Program should be reviewed

-104- -

meet the local share of the cogt of.educating a child was derived from
taxation on residential property'and half from.taxation on commercial or

other real property; and; therefore, the method for computing the-amount

of payments was desigped to prowide all of the local cost of educating a

child residing on Federal property with a parent employed on Federal

property and one ?ﬂ}f thereof for a thld whose parent was employed on ' '

-

Federal property. X ‘ . e . +
npt as a
program designed for the improvement of education, but -as a “ptogram to
assist schools under existing State schopl finance laws which have :
incurred a burden 1mpa1r1ng their ability to finance their operations
under- those: laws. Impact Aid should not be considered- an’ educatiorn
program in the sense that other proqrams of grants to local educatxonal
agencies by the Bducation Department are Federal edbcatzon ‘programs.,
Impact Aid payments carry with them no Federal gducation pdiicy, it ig™
not a categorical program, as are other Federal e ducation programs; funds.
are made available to 1local educational age‘z? {es to assist them in
carrying out local educational policies ‘under the laws ., of the states«
Except for a brzef period, when payments with regspect to ch11dren in
low-rent public houszng w%%% required to be expended for the  education
of disadvantaged children,~— Impact Aid payments have never been subject
to Federal direction or controls respectznq ‘their uge. They are to be
used in the same manner as*local edlicational agenciés use the funds they,
derive from local sources. This is only logzcal singe Impact Aid funds

- are compensation tion for the local reven neéessary to support the educa-
37

tion of federally—connected children.=~

With this by way of background, the Commission has conducted its seview
and evaluation of the Impact Aid Progrmm_by examining the underlying
premlses of the original Jaw (and ‘the amendments-thereto) and ‘the

" context in which the Congress has acted,

followed by. a study of tHe'changes in ghae

*This .examination-;has been
context during the past three.

)J .-

%" . -~

decades in order to" determine the extent to which those premises con-
tinue to be valid. This has involved a review of the history,of the
involvement of the ?ederal Goveinment in public education, the .role Gf
Impact Aid in the relationship between the Federal Government and.-the
States, and the propositions for reducing the program. .

\
\

'§§/ Betwe

57/ H.R. Rep. No. 2287, 8Tst Cong., 2d Sess. 11 (1950).

874 placed a restriction on the use of these funds.

§§/’Federai control over the use of Impact Aid funds may be .the reason’

that the Impact Aid Program has a low priority in -the Education
pepartmépt. See the Statement of Dr, Minter, at p. 115, infra: "

1 £
\ . - - .

[ .

n July 1, 1976 and October 1, 1979, section 5(f) of Public Law -
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Ve Wor*hwest Ordinance, begunﬁ'a poligy of the support or schools.—

?

=
[

A 2"

* "for eﬁyﬁentary and secondary education, primarily’

. >
’ ‘ «

B. FEDERALISM' AND-EDUCATION : .

) ) t g 3 ° . ’
Public -FEducation as a Traditionally Local Field of Governmental Activi-

ty. .The Constitution is silenf~on the role of the FedE:alfGovernment in
education. Even though a contentign could be made that a Federal policy
‘role in the field of education is among the implied powers. of. the
Congress, -the adoption of ‘the Tenth. Amendment to the COnstitution hasg
‘made’ such’ a content%ag'more tenuous, §b-that public educatzon is viewed
as ;a State’ function. v v
‘ X 4—" : ' L

The PFederal Government hae actively encéuraged and assisted the-States
to’ assune ;espOnsibzlity' for, 7public educatien, and to establish and
_bperate school- systems,- Prior tp the ‘adoption of the Constitution, the
Congress, -under the ZArticles of Confederation, had, in approving’ 8?7

’

As the States were adnitted to the Union, the Federal Government, in an
effort to encourage the States to establish publ%i/,school systems,t
granted Lands to the States for the-'useeof-schbols
Between 1960 and 1979, the Congress appropriated more‘than $50 billion
K %3: the purpose of
ng the quality:of education 1n public schools.—~ ‘
60/ Recent trends toward g:eater involvement of the Federal Government
in the operation of public education have -not been "based upon’ any
theory in favor of a substantive role of the Federal Government in
education, but’ upon the effect’ of educationdn rdghts and priviieges
guaranteed to individuals under the Constitution., This involvement
has not beén the result of kederal .education policy nearly so.much
as the result of efforts toward equallty of - opportunihy under the
law,
Section 14 of- “An ordinance for the government of the territory of 4
the United States nofthwest of the River tho' provided articles of
compact between the original States and the ‘people and States in
that territéry. The figst sentence of Article IFI, thereof, reads
as follows: "Religion, morality, and knowledge being necessary to
good government and happiness of mankind, Bchools,. and the means of
education shall foreyer be encouraged.” (Northwest Ordinance,
Article III, 1 Stat.’ 51‘(Ju1y 13, 1787)). =
Fla. 5 Stat. 788, §1; 1I1l. 3 stat, 428, §6; Indiana 3 stat. 2§9, 56'
Iowa 5 Stat. 789, §6; Kansas 10 Stat. 277, §34y Neb. 10 Stat. 277,
§16; N, M, 9 Stat. 446 §15; Oregon 9 Stat, 323, §20; Wash, 10 Stat.
172, 520, Wisc, 9 Sta 56, §7; Arizona 36 Stat. 557, §25; Colorado
12 stat. 172, s§i4ar N.D. & S.D. 25 Stat. 676, §10; Idaho 12 Stat.
808, §14; Minn. 11 Stat. 166, §5; Montana 13 Stat., 85, §14; Nev, '12
Stat. 209, §14; Ok. 26 Stat. ‘?1, §18; Utah 28 Stat. 07, §6; wWyoming
T5 Stat.:178, §14.° —_—
63/ National Center for Education Statistics, Digest of Education Sta-
tistics 1979, at 166-T67 (1979). i

< s :
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The silence of the®Constitution, together with active Federal encourage-
. ment ‘and assistance to the States, has resulted in education's becoming

one of the historically "local fields" of governmental activity.

* J , 7
As public education develdped under the laws of the States, a pattern of
school finance and control emerged, under which revenues For the support
of schools was derived from State 'and local sources and policy control

was placed at the local level.

That pattern is not uniform throughout

the Nation.

'In almost all States, however, the control and financing of

W

public schools was vested in units of local government which, in PFederal
law, are called "local educational agencies,® In most States local
. educat;onal agencies were organized with school districts in which the
local' éducational agencies were given taxing authority, and, as such,
these agencies became special purpose (as opposed to general purpose)

» units of local aévernmenﬁ. .- . v
. Tocal educational agencies appear to have evolved from the school
committees of the New Ehgland town meetings which had, even before the
Revolution,. become independent of general purpose unltssof local govern-
ment. . e )
As publlc education Eecame Aan expected governmental function with
greater significance than-othér local governmental functions (in that {4&l
had more daily contact with the people), the grant of 1ndepende2§ taxing
.authority became a general rule, especially in the Midwest a in" the’
West. That authority was vested in local school boards which also had
the administrative functions, defined by State laws, necessary for the
provision of, and control over, public education. Thus, the tradition
* in favor of local financing and control of education developed and

became deeply. 1mbedded in the system of government. ) ';

‘The Uses of Real Property Taxes for Education. With the enactment .of

compulsory attendance laws, adequate sources of revenue from tax sources

became necessary if local educatzonal agencies were to have sufficient
+ . , funds to comply with their obligatzon to provide free public education
undes those laws. A nearly uniform practice of taxing real property for
the support of education was addpte& tﬁroyghout the Natzon.

The use of land.grants for the,hupport of scncols "and fhe delegation by

the States of the authority to tax real property to local educational

agencies for' their support resulted in a strong association between land

end education. At a time when the vast majority of the citizenry earned

their livelihood through agriculture, this association may have appeared
A to be more rational than it does at this time, when the economy is not
/ tied so closely to agriculture.

-~
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,approximately $700 million was from State sources and
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The State Role in Financing Public Education./ Beginning about 1900,
conterns were being expressed about the ineguitfes which arise from
inequality of - the tax-base among 1local educational agencies within
States. By the 1920's, the States had begun to m#ked payments to local,
educational agencies which were intended to diminish these inequities
and a number of different approaches to State aid were employed in this
connectlon, sb that the degree to which the cost of.education in public
schools was paid “From real property taxes became less in States haying
State aid for education. - |

[ A

With State codtributions to education having begome a significant factor
in school finance in the majority of States, the concept of State share
and local share of the cost of education developed in the general school
finance pattern, even though some States provided little, if any, con-
tributions. This decrease in over-all reliance upon reeal property taxes
for the support of public schools (the State share generally was- from
revenues derived from non-property .taxes).did not mean that the local

are was much less dependent upon property tax, Whereas 99.6 percent
of local revenues for .education was derived from property tax in 1925,
Jlconstituting 78.5 percent of total revenues for public education), in
1946, - 97,9 perce of 'local revenues was derived from property taxes
(constituting 62.6 percent of the total). During that period total
revenues for education increased by approximately $1,3 billion, of which

from logal sources.
oy

" At the time when the Impact Aid Program was first authorized this

pattern of financing schools had become fully developed and, to t
extent that the financing of education was reliant upon real property
taxes for revenues, it was nearly unifdrm in that almost all local
revenues were derived from real property.

IEVSummary, both Federal and State actions éreaied public education as a
traditionally and historigally local field of governmental activity; and
that activity, to the extent that it was financed at the local level,

was dependent upon revenues from real property taxes. ,
The Effect of Federal Owhership and Use of Real Property. The necessity
for preserving the independence of the dual system of Federal and State
governments=under the Constitution creates an immunity of all proper-
ties, functions, and instrumentalities of the Federal Government from
State and 10&2} taxation, unless the Conggess expressly conferg a right
to t%? them.— ! :

£ z
§4/ H'Culloch v. Maryland, 17 U.S. (4 Wheat.) 316 (1819); sSmith v.
Davis, 323 U.S. 111 (1944); Jaybird Min. Co. v. Weir, 271 U.S. 609
(1926); Rern-Limerick, Inc. v. ScurlocR, 347 U.S. 110 (1954).

(
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n The ownership and use of land by the Federal-Government, if it is-
- substantial, can have a detrimental effect on the ability of a local

government W%hich relies upon revenues Ffrom real property taxation to
function, and, therefore,’if the land owhed by the Federal Government is°
50 substantial within the area the local government has jurisdiction to
tax so as to heprive it of necessary revenues, the ability of that local
government td function is diminished and may, if the diminutjon is -
great enouﬁﬁ,gghreaten its existence as a viable governméht.

.

(;
- This potential conflict between the power of _the Federal Government
. under the Constitution and the right of the States and their subdivi- . .

sions to exist under the Constitution is a natural consequence of the
division. of sovereignty made by the Constitution when a federal system
of government was adopted by the formulators of our,Government,

v The eguities.involved in that conflict may be examined throbgh an .
assessment Of =~ 1
(1) the nature of Federal and State sovereigntzes in the United

- States;

’ " -
«

L

4.

. (2) the revenue-raising ability- eaqh 1eve1 of government enjoys as an
. incident of its sovereignty; )

(3) the jurisdlcti&n over those sources of revenue;
(4) the extent to which the Federal Government can affect the ability -
of the States and their subdivisions to raise revenue without endan-
gering the federal system; &nd ‘ -

!
B

(5) the meang_ by which the Federal Government can ameliorate the "

effects of its interference by compensating for lost revenue. -
- [N

il

-

Pederal imminity from State taxation and a concomitant public policy,

espoused by the Congress by payments to local governments, in favor of 1

compensation for that immunity is the political context in whzch the
- Impact Aid Program was first developed and continued.

Federal and State soverezgnties._f Both the Federal Government and the
governments of the States are sovereién and dérive their power from the
people and exercise that power directly, concurrently, on the people.
To the extent that a governmental function is.vested by the Constitution
in the Pederal Govérnment and there is a conflict between the exercise
of that function by the Federal Government and the exercise of a func-
tion by a State, the Pederal Government is supreme. The powers of the .
Federal Government are enumerated in the—€ohstitut g,f/n Those not so
enumerated are within the sovereignty of the States.—~ !

55/ H'Culloch v. Maryland, 17 U.Se (4 Wheat.) “316 (1319). , ' :
7
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Bach State has its own government and is endowed with all of the func-
tions essential to seperate »and" independent existence.’ The States can
exist independently; without the States there is no Federal Government.
The Constitution vested some aspects of the powers of the States in the
Federal Government. It containé, however, many provisions which recog- .
nize the necessity of the States and their independent” authority. The
FPederal and State governments are different “agents -and trustees of the .

- people,‘ccgéfituted with different powergvand designated for different
: purposges, ™ | Py ‘

»

- &
-

Revenue Raising Ability. Taxation is indispensable to the existence of
the States and to that Of the United States.’ It is an essential func-
tion of government. The Constitution gave the power to tax, both’
directly and indirectly, to the Pederal Government and, subject to s__? =
Iimitations, at power was given without any express reservation, ’

JFPederal’ and State governments have concurrent powers to tax the same
- subjects. The Constitutian does lay down limitations on both the
Pederal power to tax and that of the States. The Federal Government may
not tax exports;-its indirect taxes must meet the condition.of uniformi-
ty:; and itd direct ‘taxes (other than income ta%es under the Sixtedénth
.Améndment) must be in proportion to the population of the States.oo!The
States may not tax when the effect is to burden or embarrass the opera- -
tions of the United States. The Constitution doegapot authorize the //
Congress to.abridge the powers of the States to tax.~~

td

Jurisdiction over Sources of Revenué., Both the Pederal Government and
the: States have the power to levy a tax on real property. The Constitu- -
. . tion does not expressly limit that power with respect to the Stdtes; but -
it does with respect to the Federal Government:, ’

Direct taxes must be apportioned among the States in proportion to the
population counted in the Census, This limitation has been construed as o
- a limitation upan'capitation*taxes and real ‘property taxes (as.well a
. before the Sixteenth Amendmertt, rents and incomes from real property).—

- - .

The Federal Goverfment has- levied d direct fegl property tax in_ times of
war or threats thereof, including the Act of July 14, 1798, the Act of
August 2, 1813, the Act of January 9: 1815, and the Acts of August 5,
1861, July 1, 1862, Maech 3, 1863, June’ 30, 1864, March 3, 1865, Magrch .
10, 1866, March 2, 1867, and July 14, 1870, Such a tax was intended to - ’
be only one of last .resort, when revenues from other sources were
) : i ' ‘ ./
66/ Lane County.N, Oregon, 74 U.S. (7 Wall,) 71,76 (1868). -
' ﬂ} ﬁ- - -7 . % .
68/ springer v. U.S., 102 U.S.- (12 Otto.) 586 (1880); Pollock %. Parm~
ers' Loan and Trust Company, 157 U.S., 429 (1895), - - E
70/ Pollock, 157 U.S5. 429 (1895).
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insufficient to meet the -needs of the qovernmentdzlzIt has not been
used otherwise; and, since such a tak could be both awkward in assess-
ment and, by its nature, not based on abili@y to pay, the time when the’
*Federal Government would exercise this authority may have passed.
There%pre, the use of real property taxes for revenue may, in practice,
be, considered exclusively within the jurisdiction pf the States and an
incidence of=their sovereignty which could not be usurped, but for the
supremacy of the United States in its immunity from State taxation.

Possible Limitations on Fedetal Imfiinity, e application of the

principlé of Federal immunity from State taxation has -required the

courts to discern many fine dist{nct@ons in order to maintaim the

essential freedom of the Pederal Government in performing its functions,
\‘ without unduly limiting the taxiﬁg power which ig equ }y essential to

.both the” Nation apd.the States under -the dual system.—~ Federal - owner—,
ship of property clearly immunizes it from State taxation, yet the
immunity goes fycther. v / T

The Supreme Court has not, at this time, set a limit on the exercise of
congressional power to acquire property, create Pederal instrumentali-
ties, and exempt them fromw State and local taxation and, in so doing,
limit the States and their subdivisions in their ability to raise reve-
" nue., The fact that the Congress cam withdraw real property4#rom the tax
rolls and may possibly embarrags .the finances of a State or one of its

subdivisions, and the wisdom;éf doing so, is for the consideration of
the Congress, not the courts.— .

-~

i

Ameliorating the Adverse Effects of Federal Immunity. The Impact Aid
, . Program is the result of such a consideratipn; and_ it is a means by
which* the Federal Government can and, to some extent, does ameliorate
the adverse effects of its interference with the ability of local
educational agencies to raise revenue, by compensating them for the loss.:
thereof, - . .

-

With this by way of legal and-political background, it"is reasonable to
conclude that a grima facié case can be made for the continuation of "the
Impact Aid Progrfam; and a preésumption should lie inh favor of its con-
tinuvation. That being the case, evidence was sought to rebut that+
presumption. ) ’

71/ .1a. L @ .

m——

72/ James v. Dravo Contracting Co., 302 u.s. 134, 150 (1937)., ..
73/ Pederal Land Bank'v. Bismarck Co., 314 U.S. 95, 104 (1941); Board of

Commissioners y. Seber, 318 U.S. 705, 718 (1943). . n,A ;
- 4-- ~, ’\_‘_3_/ \%' N .
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C.' EVIDENCE FOR REDUCING THE/@CT AID PROGRAM s //
Since most of the official proposals for reducing the Impact Aid Program
over the course of the previous:15 years had come from the predecessor
of the Education Department (thé Office of Education), the Secretary of
Education was, invited to open the hearings with a .presentation of the
views of the Department on Impact "Aid. The Commissioner of Education
appeared ongbehalf of the Secretary on Januar% , 1980.
Over the past 15 years there haVe been two major mandated
studies of the Impact Aid Program along with some 1lesser
analyses. While each study has recognized the existence of a . ,
FPéderal impact, noneihas been able to do much with the
' question of the degree of net impact of Pederal installations
on the' community. We do khow .that Pederal installations are
actively ‘sought by communities. There are some rare excep-
Eiﬁns, for ‘example, where there may be a nuisance “or poten—
tial danger from these particular activities. This is done
) with the full knowledge that Pederal property is tax exempt
and that the influx of new workers and their families may
require additional services. . The assimption must be made,
therefore, that most commupzties congider such activities a
net economic plus. We also know that most communities
: vigorously oppose closing -of hases or moving of Federal

activities, . .

Part of the problem is that the financing of schoo; dis}ricts
has been traditionally tied heavily to property taxes.

School districts have not in most cases been able to tax the 5

influx of wealth which takes the form of additional payroll
or corporate profits derived from Pederal expenditures.
However, this. can be viewed as an ineffectiveness of the
State and local educational financing systems and not neces-
sarily a responsibility of the Pedéral Government. Congress
recognized this possibility by asking you [the Commission] to
cocordinate your activities with the School FPinance Panel

3 authorized in the same law. -

" While ;edué%fsns in payments to some of the wealthiest -
districts have been made in recent years, the assumption of
this Administration, in the absence [of evidence] to the
. contrary, is still that the Pederal impact entitlements under
existing law -far overstate the need. . .

s

74/ Transcript of Hearing before the Commiseioﬁgoﬁ the Review of the
Federal iImpact Aid Program, Washington, D.C. 7-11 (January 31,
1980) . ) , . .. '

r o

The following -
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[Education Department ststement, continuedi

We proposed, therefore, as part of Qur ;iscal Year 198f

budget procedures, modest reductions in the payments under

the "a" provzs)ohs of Public Law 874 and drastic reducthons

in the payments$ under the ,B proyisions. *
~

Our view is that- there is 1Ltt1e justification for "B"

£

. payments, children whose parents work _or live on Federal

property, but not both, since most of these payments are
for children whose parents live on property which is subject
to regular property taxes and whose income is subject to
State and local taxation. .
The children living ‘on Pederal property dnly amount to a
minor number of pupils and affected districts. Wheth®r the
State is passing on t& the local dis a fair share of
the income or sales tax receipts, or-.even tapping that
potential source is a separate but related issue...

. ——
In the case of public housing children, the Federal'béiz:n:aﬁak

ment initially provided capi;al funds to help eradicat
slum housing which produces little in:ﬁroperty taxes.
addition to easing a local problem, such housin
provide in-iieu of tax payments t& local government};f
...[T]he -Impact Aid leg slation’ is some of the most complex
of .all Federal law, d undoubtedly the most complex of
Federal education lawsJ To bring about the reductions in
the Piscal Year 1981 Qudget in the simplest poqsible way,
and to avoid the complexities of that law, we have built._
upon the language ‘of the Coggin%é:g Resolution for Fiscal
Year 1980 and have .added levels low which no payments to-
school districts will be made. -

<

=

To qualify for "A" payments in Fiscal Year 1981, a school .
district must be eligible in Fiscal Year 1980 for an amdunt
which equals at least 2.5 percent of its school 197980 :
total -current operating expenditures, To quafﬁ%h}ifr ]
payments, the eligible amounts have to be equal to 5 percent. ' T
The eligibility levels would be based on the 1980 payment
schedules and could not exceed the Piscal Year 1980 payment.
We would continue.to make payments for the Special Prdwi-
sions, sections 2, 3(e), and .4, except that payments for
section;3(e) [sic] would be eliminated.

- \. £
Payments to Federal agencies for federally—supported schools,
under section 6, would be made in full with'actual increases
for Fiscal Year 19814 ‘gg%d continue the major disaster "
provisions ‘utilizing carryover shold-harmless funds, but would
increase the‘required loss from the existing half percent or - ¢

-

N
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[Equcation. Department statement, continued] » X
. $1000 to the lesser of 5 percent or $10, 000. All of- the .
' abote changes-.will be s%ught"'both by authorization legisla- . .
tion and approoriatlon danguage changes.*** Coe

Public." Law 874 was. first funded in 1951. That year 1,172
school districtsg, less than 2 percent of the total, with
512,000 federally-connected chlldren received a total of

$29,600,000. In 1979 paymerits were made to 4,308 -school -, ‘é
o districts, over 25 percent of the total, for 2,291,060- ~- -
children at a ceost\of $786,100,000., Actual authorization :
in that year was over §1.25 billion. We do not believe ® .

-

. ) that these current levels are justified eithef in terms of
actual Pederal impact or in the pr:.ority allocation of !
scarce Pederal dollars., ' o . . -~

3
=

In order to give proper weight to the v1ews of the Department, the
Chazrmaz; ;sked the following® question and recejved the' followzng re- |

R sponse--— ' i
J6F ;
MR. ROGERS «.+is there any possibility that this dra-
B matic cut was a result of saying we onlfﬁhave so much money S
left over, and use it for the most pressing needs, or was . *
) this proposal developed independently of any overall budget .

o

restraints? . .

]
MS. BEEBE:H/The polity to reduce Inpact, Aid payments was
developed indeptndent of general budgetary considerations.
It was on policy grounds. Every President since Truman has ) ]
tried to reduce the PFederal payment under this program. The. - &7
particuldr proposal that was developed was only one of many .

. that we looked at, and it was submitted without consideration * - .

of the whole budget cellmg.

~ The essence “of the Department's position was a be]fge/f tpat there was a
positive impact from Pederal activities as follows:

“75/ Transcript of Hearing befére ,,the Commission on the Beview of the
* Federal Impact Aid Program, Washington, D.C. 23-24 {(January 31,
1980).
76/ Harold E. Rogérs, Jr., Chairman, Comm:.ssion on the Review of the
~Pederal Impact Aid Program.
l’{/ Ms. Cora Beebe, Director, Division of Planning and Budgeting,
. Office of Education, Department of Health, Education, and Welfare.
78/ Transcript of Hearing hefore the .Commigsion on the Review of the
.'Pederal Impact Aid Brogram, Washir;%tom D.C. 34-35 (January 31,
1980). s .

-
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[Education Department statement, corﬂtinued]
: . MS. JACOBS; 19/

There are certam points of evideﬁ%e that
would...ccntradict the notion' that these activities are a

burden. You would have to have that kind of political evi-
dence.... [(W]hen we_ looked at property values for districts,
" we ‘had- some data on égqualized property values, by State, it

turns out that most of the Impact Aid districts are relative-
ly well-off in terms of

8(§>/:oper:‘t:y wealth compared to other
districts in their State.~

*

: MR. ROGERS: Do you know of any studies that exist right now
. &

- [t}E]"'t

“which 'we could turn to which could document these positive
1mpacts,...[whi§h] demoné“trate...*t;he positive -impgct--theat— ’
ax}revenues that are availabl® to a local scheol

t afe in excess of 10 percent, and all you ‘are doing
is. asking” them -to absorb 5 percent of that.,

Maybe it is
between 10 and 20 or 30 and 40 or some figure.

s dzstri’c

In other wo‘rds,.do you ﬁova of any studies that exist that
would lay this problem to rest, or is it still very ‘nebu-

lous and possibly QOing to be developed?
1

MS’ JACOBS: I think: zit ‘is still wWery nebulous. Again, the ~* . -

only one I can pagnt tp is the one- that defeloped models *
for- lookmg at th:.s. Ge didn't undertake that. "It was
well heyond our resourcps, the scope of our resources, and
. in fact,.I feel pretty confident that the kinds of things
that we did, which was to look at the district characteris-
tics,

can give you a p tty good idea of where that maney -

is- gozng, what the diStricts look like, and attr buting
that ‘to one -fact.or another, I Lthink

if7T am not sire that ’
it can be done with any great accuracy .=

-

79/ Ms. Martha Jacobs, Office of Assistant Secretary for Planning anﬁ
EvBiuatfon, Office of Education,

D¥partment of Health, Educat¥on,

. and.Welfare.

80/ This "statement is\;%apparently based upon pages -42-52 of Ginsburg
- (Lawrerce -k, Brown; III, Alan L. Ginsburg & Martha -Jacobg, Impact '
Aid ‘Two Years Later, An Assessment of the Pr

Program as Modified by-the
174 Education Amendments 42-52 (1978)). = The

statistical data
“rovided theréin simply do nogt/;uppor‘t this statement; and there is

no evidence provided therei

between Federal activities an

which would indicate a: correlation
"dist¥icts.

relative wealth of property in school.

81/ Apparently this reference - to "models" is rega;:dz.ng A proposal for

developing an economic impact madel by the National "Planning Asdoci-*
ation. .That proposal served a

the beginning point f& the model

- .
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loped ‘by the Comm:.ssion and 1is described elsewhere in this-
r‘t!
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. [Bducati®on Department statement, continued]

s

’

In tWe Commission's second request for an -appearance by the Education
Department, the Commission had expressly dsked the Department to provide
information without regard for budgetarygpconsiderations “in order- t:hrat:/k'
the Commission could evajuate the program on its merits, avoiding, ‘to
the extent possible, the political implications inherent in budgetaty
considerations. (The text of the letter requesting this information is
included as Appendix K.) The Department replied that it was not si-
ble to do so, and gave esser;tially the same statement at its second
appearance gg/l-!ay 28, 19807‘-—Tﬁ?‘5l{bstan&gve part- of that statement was
as follows:— : . . s .
- 83/ .
DR. MINTER:— ...In your letter requesting our testimony,
: you asked if we would provide evidence in addition to that
presented by Commissioner Smith in his January 31 testimony
to support the reduction in Impact Aid. :
The arguiments presented duringsprevious.testimony repre-
sent the central-reason for Administration-proposed reduc-
- tions in Impact Aid. These arguments are based on sgeveral
major investigations of the Impact Aid Program, the latest
of which was published in March, 1978, by the Department of
Health, Education, *and Welfare. Por the most part, the

i

- findings of that study remain. applicable despite changes in

the Impact Aid law made in the education amendments of 1978
of Public Law 95-561. Moreover, the 1978 study reinforced
many of the findings of an earlier evaluation conduc.\t;edagy
the Battellg Memorial Institute and released in. 1970.>—

- These studies have ddentified three major problems with the
‘ Impact Aid Program: first, payments are ,made to districts -
which appear to suffer little or no burdén and may even
benefit From Pederal activities. FPor example, our 1978
study &ouhd that the Impact Aid payments to districts with
lowiEE<rcentages of Pederal children are small when co%pared

’

- with other revenues.

2 E .
82/ Transcript of Hearing befozé the Commission on the Review of the
Federal Impact Aid-Program, Washington, D.C. 7-10 (May, 28, 1980),
83/ Dr. Thomas K. Minter, Assistant Secretary for Elementary and Second-
ary Education, Department of Education.
84/ '1f this statement is intended to mean that the recommendations of
o _ the Battelle Study support the Department's position, it is a
% misrepresentatigp of those recommendations. The Battelle Study did
find that some local educational agencies had Impact Aid ektitle-
ments which, if funded fully, may result in overcompengation for the
Federal burden. This finding of overcompensation was made specifi~
cally with respect to some local educetional agencies using the
"comparable district® method of computing local contribution rate
and not a general findifg of overcompensation, . “

w K
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(Education Department statement, continued]

a‘ ’ Second and related to the above, payments are mad under
- Impact Aid to children who are not .associated with a sibstan- )
tial burden that is federally-imposed upon a dist . Some
"B" payments--$97 million in 1980--are madé despite the fact
that they are for children whose parents live .on property
which is subject to regular property taxes and whose incame ° =
« 1s subject to State and local taxatich. .
£ - P
, Other payments are made for public housing children despite :

" the fact that public housing is ‘locally rather than fed- )
eralfy—owned and the Federal Government provides substan-
tial aid to the communities through houéing sub@%?ies, debt. - |

7 B service guarantees and-in-lieu of taxes payments,—

- s’

. =

Third, methods used td calculate entillefent based on local -
‘ contribution rates have been criticized as imprecise, result-* . :
ing in considerable windfall payments because they rely. on
criteria that may [fot] reflect the impact of Federal activi- )
. * ties. 'The comparable district.method provides a poor approx-
imation of what local educdtion costs would ‘have been in the
- . absence of Federal impact. In effect, districts are able to

\ max;m%g;é their Impact Aid payments by _selecting the most
\ ) - - favorab districts for comparison. For example, the HEW

study found.that in 1976 the local contribution rate in
) . districté'usigg the comparable district method averaged 42
ha perc?nt higher than it would have béden had the most favorable
[ minimum rate been used. Our budgetary and legislative pro-
i posals over the last three and one-half years have attempted
to address these and other problems identified in the studies !
. which have been conducted. . ’
f"¥s . However, no study has been able to idgﬁ%ify the precise,
i ) net impact of Federal installations on the community. We
1 do- know that Federal installations are actively sought by

b " communities and we assume that they act in their own economig
% self-ifterests, - ) .
\ Lo Based on available inforﬁ%iion and in the absence of any data
to the contrary, the Administration continues to @¢onclude //
o . that entitlements under the existing law far ovefstate the 4
actual burden imposed by the Federal Gavernment. Moreover, -
i it is important to realize that compensation for Federal :

\ . burden is the central reason for the existence of the Impact . ,///’/

* . e

i

85/ For an examination of thése'payments and thé‘legai status of pub;ig/f
~ housing, see pages 275 to 285 and -Appendix L of this report. -~

5 : -
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‘- [Bducation Department statement, continuedl
, .. Aid program. Its purpose is not,” "as some &g}d argue, to
sprovide a general program ‘of aid to education.—
e
On the question of priorities, the following exchange occurred' 87/

DR, MINTER: ....AS we administer those prog&hs, again enacted
by the Congress, of regulations that have been overseen by
sthe Congress for identifying those children and estgblished
eligibility, and then...we monitor the programs and make sure
that the programs are of quality and are focused on the
children for - whom they were intended. In other words, they
want to.carry out the intent .of the Congress. It does causk
Lt ¢ «for "a larger staff, which is odne of_the questions that we

responded to earlier, and*it~=-and then we get the differénces

in '‘programs and program priorities, - Impact Aid is not a
shazply focused. program. .

f ‘\ : | T .

Impact Aid, as we, know, flows to schooi districts on A&he

1

\ «<basis of a general entitlement: It does not establishk a need
\ : criterié for individual students. It is on that basis that I
\ - Have articulated the position~¢hat our priorities are set ,on

: advanc

supplementary fund€s and .Services for those students

re most”in need, and ‘Impact Aid does not fall in the
most of that category.-

MR. HBLST 8/I appreciate the detail....I have been very

. \ curious why thfat carry-over philosophy went from Adminis-
i tfation to Administration....I have not féund anyone who is
i

A ? , 86/ Testimony presenteg by John Lynch, Assistant: Director, .0ffice of
- Economic Adjustment, Department of Defense, disputes this assump=
tion. The Office of Economic Adjustment ‘works with communities in
helping overcome dislocation caused by closute of military installa-
tions. Lynch laid before the Commission evidence” which tended to

i show that civilian ‘reuse’ of military installations after their
’ . closure resulted in greater employment with a more diversified’
economy than had been the case wheh thoBe insgtallations were used as

military facilities. [Transcript of Hearing before the Commlssion

on the Review of the Federal Impact aid Program, Washzngton, D.C,
>~ .. 1oo-136 (May 28, 1980)-] o
- ) 87/ Transcript of Hearing before the Commission on the Review of the

Federal Impact A{d Program, Washingfon; D.C. 32-35, 39-40 (May 28,
hd 1980).

88/ Mr. Edward C. Bolstad, Commissioner, Commission &n the Rev;ew of the
Federal Impact Aid Program.
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[Education Department- statement) continued] .

living high'on an Impact Aid [payment] and I have not found a
'school district--at least Fhose "that havé brought testimonhy
to us-~that they are going to be able to handle this cutback

' as easily as I get the- feeling you might think it is.

DR. MINTER: I don't think, Sir, that our- position is taken— -

lightly, that we have come to this position lightly. We are

forced in the .position, again,\[duq to] the allocation of

scarce resources and--

-

MR, BOLSTAD: Let me interrupt. I know that, ano'again, it is.

difficult for all of us because you are the first ones who
have testified before this, body that .have given us the other
side.... We hear only the advocates,- I wish we could hear
somebody telling us why-this has to be done. So for that, I
appreciate what it is you are ‘saying. However, you say you
have to allocate starce resources and yet you have just ‘told
me that the policy of several administrations has been to
Iook at priorifies because Impact Aid is not categorical aid

and it was not a high priority. .I don't think we ‘can.place .

all of the blame on the current Congress or on the current
President's idea of limiting resources, because the philogor-

phy of where Impact Aid is in your priorities has come

through “several administrations, It is“a cart and hprse kind
of thing. Does "the philosophy come first or does the cut-
back come first? .

DR. MINTER: The attempt to cut back on this type of total
expenditures, I think if we trace the Federal Government's
involvement in education, that...the Pederal Government has
always been very cautious in taking a massive role in educa-
tion, because it/isn't well-defined or not defined in the
Constitytion as/a State and local responsibility. We have
always targe those monies to certain priorities that were
considered—"national priorities and priorities that would
benefit categories of citizens or would establish programs
that would be in the national interest, As we moved into
[the Elementary and Secondary Education Act] of 1965, we
moved into-the largest and most massive prOQram of Pederal
aid to elementary and secondary education in| the history of
the Nation.*** ,

¢

I think. it is significant that, Title I of that Act—--the very
first title-wis focued on the education of disadvantaged and
Tis to provide equal educational opportunities for those

L3
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[Education kaartment statement, continued]

R ]

citizens who'are mo&& disadvantaged. I don't mean to 1mp1y

—~  that you-go right dowY to Article X and then you find that is

the least prionity. den't mean that and I don't want you
to interpret it thatyway, but.the basic function of our
involvement——~the Federa Government's involvement-—-in educa-
*tion, I believe, and-I ‘think I am- tepresenting\the Depart~
. ment's position and_the ﬁbsition of previous Administrations,
that it is-mainly to provide categorical aid and tosidentify
those students who are mo%t needy,’and theh to allot funds

and eliminate the discrepancy between various of our citizens.
*xk - —

-

MR, DAVISu—-/As was pointed out through several administra-
tions, Impact Aid has always been a target for reductions;
and with .the number of school districts that -will no longer
be receiving Impact Aid, if- those cuts_go through, even the
super impact distf&ct—-many times these districts have Iarge
numbers of Indian children, Although they are not going to
be' affected as these pa:ticular districts will be this year
or the .next year, there is-a-iIittle bit of- ~conéern- that. as =
shifts are being:made, they H111 in some way fall thréugh the
+ cracks, . . | &

This is being viewed as a major:step -towards not only reduc- .~
tion of Impact Aid, monies, but Perhaps maybe elimination of
the total program as a whole. And that as you look three,
four, ¥ive, ten years dewn the road, those districts that
have a great number of Indian children need Impact Aid for
their existence ° ‘and. there is a lot of concern there Any
comments on that? - \ ..% - Al —

DR. MINTER: Yes. In the matter of the total eliminat;on of
Impact Aid, I think that -is a policy question that I am not
prepared to responé to’at this time, ‘but I ‘can say in terms
of gupport for Indian children that*-and I think I should say
in terms of the reduc%ion, the felationship between the
-reduction of Impact Aid and other areas of the budget-~that
very often trade-offs are made within- the® budgets, and that .
if -Impact Rid" is redueed, T hope that that money will- be
moved: to another ,sectien of the ‘budget where it is still
targetdd on children who are in need. So: that would not
imply that Indian children would not continue to be served,
but maybe through some other mechanism.,

1y

- &

/ Mr. Andelm G. Davis,.Jr., Commissioner, Commission on. the Review of
the Pederal Impact Aid Program. |,
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The statemgnts of the Department may be summarized as follows: (a) that

. the Impact Aid Program overpays local educatjonal agencies in that .

N entitlements are greater than £he financial burden placed updn them by
-Federal activities, ,(b) that in most instances the econcmic benefits of
Pederal activities to localities compensate for the burden placed ugon
them by those activities, (c) that 1f those benefits are not available
to local educational agencies, it is the result of ineffective State and
local educational financing systems, (d) that the Government mubt take
budgetary. constraints into considergtion.and set priorities among
education programs on the basis of thosagqggstraznts, and (e} that other
education programs have a higher priorify ?1th the Education Department
than that gtven to Impact Aid. s

- No other witnesses before the Commission in public hearings gave any
evidence that the Impact Aid Program should be discontinued or reduced.
Almost all witnesses contended that the program ought to be continued in
A its present form with appropriation levels equal to the amounts neces-

| sary to fund ent1tlements fully. Many witnesses favored and presented
evidence to support propositions which would, if adopted, expand .the

program,

_ The hearing record left the Commission in a quandary. There was little,
i . if &%, evidence to support reductiaons in the program and none to sup-
port discontinuation. The evidence offered by the Education Department

was further weakened because-- .

s
%

(1) the policies of the States with respect to: their methods for

fingncing the operatipn of public schools are not, under the mandate *

- of this Commission and' the Commission had, on Aprll 22, adopted a
policy finding that the Pederal Government should be neutral with
respect to the laws of the States and would not make recommendations
on the basis of how the States should change their laws;

(2) the Commission had on April 22 adopted a policy finding that
budgetary considerations are irrelevant to an assessmdnt of the burden
of Pederal activities on the financing of local educational agencies’;
(3) priorities among education programs cannot be assessed without a

* study of all education programs, which study is’ beyond the mandate
given this Commission by the Congress; and 3 .

. (4) the Department was made aware of these limitationa prior to its
second appearance before the Ccmmission. ]
The Commission was left with the first two statements of the Department
as relevant evidence, In support of those two statements n§ substantive
evidence was offered--only a general statement of belief and assumptions.
- . H
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The only other evidence found by the Commission which could be used as a
policy reason for substantially reducing the Impact Aid Program was a
section of a report entitled "Impact Aid Two Years Later: An B§ essment
of the Program as Modified by the 1974. Education Amendments."— On page
42 thereof begins a section entitled "Are Impact Aid Funds Equitably
Distributed in Terms of District'Needs and Pederal Impact.”

The Impact Aid Program is not a categorical program designed to assist
in meeting specific educational needs of individual stud nts, as is the
case with almost all other Pederal education programs, ‘and, therefore,
does not lend itself to evaluation on the pasis"of "need.® The basic
rationale for the program permits 'the use of only one criterion to

determine need: the measurement of fiscal burden. . . =

Since the source of and the interpretation of data used in Phgtﬁsection
of that report is unclear, pages 42-52 of that report are reproduced and
included as Appendix M, without further analysis. -

With this as the only evidence in favor of reduction of the Impact Aid
Program, it became necessary to review circumstances which have chdnged
since 1950. FPederal immunity from State taxation was reviewed for re-
finéments in the law in the last three decades--this being necessitated
because the concept of Pederal burden arises from that immunity; changes
in school fihance in the States were reviewed in order to determine the
extent to which the patterns in school finance uypon which Impact Aid. was
based remain; and the assumption that there are fiscal benefits to local
educational agencies arising from Federal activities was studied.

D. INTERGOVERNMENT TAX IMMUNITIES: IMMUNITY FROM TAXATION VERSUS

NECESSARY REVENUES UNDER A FEDERAL SYSTEM OP GOVERNMENT - .
Since the Impact aid Program is designed to compensaée local educational
agencies, in part, for the burden caused by loss revenues result-
ing from Federal immunity from State taxation, it is necessary to
examine the nature of that immunity and where its limits lie.

-~
£

Pederal immunity from State taxation has its origins in the recognition

~that, under a federal system of government, the States ought not have

the authority to tax the property of the PFPederal Government. The
Articles of Confederation, adopted by the original thirteen States in
1777+ expressly exempted property of theé United States from State
taxation. Section 1. of Article IV thereof was intended "better to

secure and perpetuate mutual frdendship and intercourse among the people'

of the different States."™ It set out the terms of the privileges and
immunities of the cifizens of the States and guaranteed the right to
travel and freedom from inequitable restrictions on trade and commerce.
The second proviso on that section stated that "no imposition, duties,
or regtrictions shall be 1laid by any State, oh the property of the

United states, or either of them."

e ——

"

30/ Lawrence L. Brown, III, Alan, L. Ginsburg & Martha Jacobs, Impact Aid
Two Years Later, An Assessment of the Program as Modified by the
1974 Education Amendments 42-52 (1978),
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This .prohibition was not expressly carried over td the Constitution and .
» the question of Federal immunity from State taxation was not squately
addressed in a-holding of the Supreme Court until 1819, when the Court
came* down with an opinion in M'Culloch v. Mar¥land, 17 U.S. (4 Wheat.) T
316 (1819), with Chief Justice John Marshall speaking for the Court
‘That case did not deal directly with whether a State could tax Federgﬁ
property, but rather it dealt with State taxation of the operations of a
Federal instrumentality--a national bank. -

. r v

The Rfile in M'Gud'fofch. After determining that the autHority to charter
a national bank was within the implied power of the Congress, the Court R
addressed the question of whether the State of . Maryland could, without.
violating the Constitution;” tax the Baltimore branch of the national .
bank. Acknowledging that the power of taxation is one of vital impor-
tance,” that it was retained by the States, and that it is concurrently
exercised by the States and the United States, the Court found that the

. "paramount character"™ of the Constitution is such that it can withdraw
any subject from taxation--noting that the Constitution expressly does
8o -in that it prohibits the States from laying duties on imports or _—
exports. M'Culloch, supra, at 432,

o

Reasoning that if the Constitution could restrain a State from exercis~~
) ing its taxing power on imports and exports, e Court stated that the
- same paramount character would seem to restraiéa‘ State from such other
exercise of the power to tax as the nature of the .tax is incompatible
with, and repugnant to, the constitutional laws of the United States and
that a law\%solgi:ely repugnant to another, assentirely repeals that -
other as if express terms of repeal were used.® Id. 433, .
Under the principle that the Constitution "and the laws made in pursu- o
— : ance thereof are supreme,” the laws of the Unitéd States control the '
. - constitutions and the laws of the States and the laws of the United
States cannot be controlled by the States. - From this principle can be
@: deduced the following corollaries: -

1) that the bower to create implies the power to prbtserve;

2) that a power to destroy, if wielded by a different hand, is hostile
"to, and incohpatible with, the powers to. create and preserve; and

3) that where 'this repugnancy exists, the supreme authority must
control, Id. -

In response to the contention that the States may exercise their powers
on a creation of* the Congress, the Court considered the nature and
extent of the right of taxation which, under the Constitution, remained
with the States and admitted that the power of ‘taxing the people and
their property is essential to ™the very existence of government,” *and
may . be exercised "to the utmost extent to which the government may,
choose to carry it,™ that the security againzst the abuse of that pover
lies' in the structure of government, in that legislatures‘*impgse taxes
on their ‘constituents, 1Id. 434. o
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* 93/ Collector v. Day, 78 U.S5. (11 Wall.) ‘113 (1871).
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The United States has no such.security with respect to a State legisla-
ture. The United States represents the people of all the States, not
just those of the State impdsing the tax in question, so that, when that
tax {8 imposed, it acts upon a constituency broader than that represent-
ed by that State's legislature. - The -people of a single State may not
confer upon the legislature of that State the power to tax the means
which the United States employs Imtits Government, Id. 435. :

s

. b

Were this not the case, the States could tax all means employed by the
Government which, since the power to-tax involves ,the powér to destroy
and the power “to destroy may defeat and ‘render useless the power to
create, could defeat all ends of the Government and, contrary to the in-
tention of the people in designing the Government, make their Government
dependent on the States. Id. 436. If the right of the States 'to tax
the means “employed by the Government "he conceded, the declaration that
the Constitution and the laws made in pursuance thereof, shall be the
supreme law of the land, is empty and unmeaning declaration.”™ 1d4. 437.

a ’
On this line of reasoning, the Court held, as .the unavoidable gonse-
quence of the supremacy declaration, that "the States have no power, by
taxation or otherwise to retard, impede, burden, or in any manner con-
trol, the operations of the constitutional laws enacted by. the Congress
to carry intoS execution the powers vested in the general government,"
‘and the Court declared that the Maryland tax, S a.tax on the operations
of the bank, was a tax on the operation of an instfumént employed by the
United States to carry its powers into execution and, therefore, uncon-

stitutional., Id. 439. *

.In sp holding, the Court hote& that the. opinion did not depzive,;heﬁ

States of any resources -which they originally possesded. It did not
exténd to a tax paid by the real property of the bank, in common with
other real property within the State, nor to a tax impoded on the
interest. which the citizens of Maryland may hold ‘in the bank, in gommon
with other property of ‘the same gescription throughout the State. Id.

Extension of the' M'Culloch Rule. By 1829, the Supreme Court had found

that q?%}gationg of the United States were protected From State taxa-

tions.~ This doctrine was later extended untilgs}l property owned by

the United States was immune from State taxation.—~ - )

Even though M'Culloch .did not hold that State immunity from Pederal

taxg&}on was a corollary with Pederal immunity, reciprocity was e§Fend-
-~ Reasoning that self-=preservation of a government requires that

_its activities be exempt from taxation by another government, the Court

concluded that State sovereignty reduires that State activitses be

immune from FPederal taxation. However, States' immunity has been

2/ Clallam Co. v. United States, 263 U.S. 341 (1923).

91/ Weston v. Charleston, 27 U.S. (2 Pet.) 449 (1829). .

O

*




. ) ) o
. 4 L4 i
! . . ° " -
- - -
/ , ' -124- . * = ‘ i N - ~
>
’

.- 7
Vg '

timited to their governmental activities;:it does : not immunize proprie-
\tary activities of the States from Pederal taxation if those act1v1t ? .
are otherwise. subject to taxation or regulation by the Congress.;~
. i
. On the other hané“, the Federal immunity dces extend to proprietary
- activities of the Federal Government. See United States v. Tax Commés- ¢
‘szon of Missizsippi, 412 U.S. 363 (1973)”; 421 U.S;. 599 (1975).

After the decision in Weston V. Charleston, the Court applied the prin-
ciple of Pederal immunity from State taxation to all Federal property,
salaries of Fgg;ral officers, and agents,of the United States (including
contractors).—= In the case of contractors, no tax _could be 1laid on

, their franchises or operations, but their local prqpqgty could be taxed
if the state tax did not g%ﬁcrimznate against’ the contractor, as an
agent of the United States.—~ The Court appears to have set aside any
State tax on contractors which burdened the Federal Government or which
could impede the operations of the Government. This precluded taxation
of legal tender notes of the United States, income fram Pederal securi-
ties, incmn$ ;:mn tax-exempt bonds, and gross receipts on Government
contractors .~

i
~ ., i . .

This expansion of Federal immunity, together with an increase in Federal -
Co activity, had the effect of depriving the States of necessary revenues.
; Co- In two cases, the Sypreme Court began to pISbe Iimits on Pederal immuni-
’ ty from State taxation which ‘appeared to reversé' the -earlier trend: .
" James'v. Dravo Contracting Co., 302 U.S. ' 135 (1937), which petmitted - '/ &
West Virginia to apply a* non-dzscriminatory tax on the gross receipts of
a cortractor under a Government contract, and Graves v. New York ex rel.é
O'Reefe, 306 U.S. 466 (1939), Wwhich held that -a State could tax ¢t
income of an employee of a Federal agency. In both cases the Cou!;5 .
. indicated that Federal immunity could unduly regtrict 'the taxing power
of the States. 1In Graves, supra, at 492, the opinion stated .that
permitting immunity 'in that case "would 1mpos§~to an inadmissible extent
- 4 restriction on the taxing power which the Constitution. has. reserved to
the {[S]tate governments.” . In James, -supra, at 150, the Court stated
* that the ppplication of the princlple of Federal immunity "has required

~

. 94/ New York v. United States, 326 U.S. 572 (1946); .South Carolina v-
. United States, 199.U.S. 437 (1905). .
CA 35/ McGoon v. Scales, 76 U.S: (9 Wall,) 23 (1869); Dobbins v. Commis-

- sioners, 41 U.S. (16 Pet.) 435 (1842); Clallam Co. v. United Stateds
263 U.S. 341 (1923); New Brunswick v. United States, 276 U.S. 547
(1928); smith v. Kansas City Title Co., ZSS'U.S£¥18G§ 212 (1921).
: 96/ Owensboro National Bank v. Owensboro, 173 U.8. 664 (1899); Indian.
Territory 0il Co. v. Board, 288 U.S. 325 (1933). .
- 97/ Bank v. Supervisors, 74 U.S. (7 wWall. ) 26 (1869); Northwestern
- "¢ Mutual L, Ins. Cow V. Wisconsin, 275 U.S. 136 (1927); Miller'v.
Milwaukee, 272 U.S. 713 (1927); Federal Land Bank v. Crosland, 261
U.S. 374 (1923); Telegraph Co. v. Texas, 105 U.S. (15 Otto.) 406
(1881). '
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- .the observing of close distinctions in order to maintain tﬁe essential

. freedom'of govVernment in performing its functions, without unduly
. limiting the taxing power, which is equally essential to both Nation and
T~ State under our dual system.™ .

* *

In 1958, the Supreme Court permitted local .governments in Michigan to

tax’ private buszne&ses on Pederal property.d%/Most fecently, the Court

- gﬁpheld a tax on the pgssessory .interests of employees of the_Pédéral
’ Government y} housing on Federal property, supplied by the Pederal
Government. : .

%

. On the ngis of these cases the-doctrine of Pederal immunity.froin State
. taxation would appear to pérmit State taxation of private interests_ in
‘ Pederal property so long as the tax does not fall upon ife Pederal
Government itself, the tax does not unduly burden the Pederal Govexrnment

=~ or impede its functions, and the tax is non-discriminatory.

clusive Jurisdiction of the United States. The "clear distimcfions®

observed by the Court in these cases do’ not apply with respect to

? territory which lies within the exclusive jurisdiction of the United

) States, where the laws of the States have no force. Clause 17 of

. section 8 ‘of Article I of the Constitution provides thdt Congress shall

. - * haye the power .to “exercise exclusive legislation in all cases whatso-

. ,,‘gf eyer? over such District “{not exceeding ten mileg square) as may, by
Y me “cession of particular States, and the acceptance of Qongress, and to
“t7 wmr " -exerctse like authority over all places purchased by the consent.of the

ot »1egisIature of the State in which the same shall be, for the erection of
N TN ‘fo:Es, magazines, arsenals, dock~yards, and other needful buildingéi“

It would geém “to~have been the opinion of the- framers of -the Constitu-
) -+»-&ion that, without.the consent of the States, the Pederal Government
N " -could not acquire land within them and "that sth consent should carry

question, Purchase with such consent was the only mode then thought for

~  the acquisition of lands within the State After the adoption of the

. Constitution, that view did not prevail; and State consent has not al~

ways been obtained upon Pederal acquisition of property. Where land is

dcquired without consent, the possession of the United States is simply

that of an ordinary proprietor, and property so acguired, unless used as

a mgans to carry out the purposes of the Pederal Government, is subject

=~ to the legislative authority (other than that of tsﬁation) of the States
equally with the property - of privatefindividuals,——~

The States have both general and specific statutes consenting.tdé Pederal
jurisdiction over lands acquired within them, which tange from’a consent

-

"
*

,22/,: United States:vs Detroit, 355 0JS. 466 (1958); United States V.

City of Muskegon, 355 U.S. 484, +488 (1958); City of Detroit v. .

Murray Corporation, 355 U.S. 489 (1958) [hereinafter .cited as The

Michigan Cases],
89/ United States v. County‘oﬁ Fresno) 429 U.S.,452 (1977).
100/ Fort Leavenworth Railroad Co. v. Lowe, 114 -u.8. 525, 530 -(1885).

- £

PR with i’ political dominion and legislative authority over the land in’
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. to Pederal juriéﬁiction over all property acquired within the State to’

,~—ggg/ 5 Stat. 468, now classified to 40 U.S.L. 255 (1976).

'presumed that no such jurisdiction has been accepted ]

. “ ~126- s ) )
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consent to such jurisdiction so long as the property is used for -the ‘
purpose acqulred, to reserved concurrent jurisdiction, and to specszc . ;
consent w1th respect to specific acquisitions. ~ i

7 ~ oz : : f
Must éhe Federal Government acceépt jurisdictfon when the States consent?
Early Supreme Court- decisions— presuméd acceptance when consent was ? 7

offered, unless thére was evidence of a Pederal dissent .to_the State
action. This presumptior was based on the assumption that the passage
of 3ur1sdiction from the State to ﬁ?/,?ederal Government conferred a
benefit on the Pederal Government .—— As early as 1841,-the Congress
was legislating rules - concerning acqui§1t1on ofr+tand and 3ur15d1ction
over 1land acquiﬁﬁ? Acquzsit1on authority was expressly limited without -
State consent.— However, in 1937, the Court held that the Pederal E “
Government is not compelled to accept political 3ur15d1ction,q%§9
consent is offered, contrary to its own conception of its interests

In addition, the Federal Government has the right to acquzre property,
without the °°9837t of the States, by the exesczse of “the power f
eminent domain.—~

£ e

In 1940, section 355 of the Revzsed Statutes (containing the statutory
authority for 40 U.S.C. 255) was amended by deleting .the requirement
that Sthte consent be had for the.acquisitiod of land. by the Pederal
Government and by adding a new paragraph providing that unless there was
explicit acceptance by the Pederal Government, "it shall Egyconclusively

This section

101/ 1d. 528. ) Co . ‘

103/] silas Mason Co. v. Tax Commission of Washington, 302 u.s. 186, 207

(1937).
1047 James v. Dravo Contracting Co., 302 U.S. 134, 141 (1937); Fort ]
Leavenworth Railroad Co. v. Lowe, 114 U.S. 525, 531 (1884). ] - F

105/ Notwithstanding any other provision .of law, the obtaining of

' _exclusive jurisdiction in the United States over ;ands or interests
" ‘therein which have been or shall hereafter be acquired by it -shall
‘not be required; but the head or other authorized officer of any
department or independent establishment or agency of the Government
may, in such cases and at suchrtiﬁes as -he may _deem’ desirable, *
.agcept or secure from the State in which any lands or interests
therein under his immediate jurisdiction, custody, or. control are
situated, consent to or cession of such jurisdictign, exclusive or”

-

partial, not theretofore obtained, over dhy such lands &r interestse
- as he may deem desirable and indicate acceptance of such jurisdic-—
tion on behalf of the United States by filing a notice of such .
acceptance with the Governor of such State or in such other manner
as may be prescribed by the laws of the State where such.lands.are
situated. Unless and until the United States has accepted juris-
- diction over lands hereafter to be écgulred -as aforesaid, it shall
be conclusively presumed that no such Jur1sdlction has been accept-
ed. (40 U.s.C. 255 (1976).)
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.,revenues for governance would 'not exist.

& 106/ Adams v. nnited States, 31
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was intended td give broad discretion to the various 1%%7Cies in order-
that they fight obtain only the necedBary Jurisdiction.
PR -

,When the ?ederal Government has acquired exclusive jurisdiction - over
territary, it has all of the powers of the national and a .State govern-
‘ment.,— Private. personal property located within such a Jurisaictbgy
cannot be taxed by the State, in which such Jurisdiction is located.—
Exclugiye jurisdiction ﬁros/ State laws on liability for ‘negligence, ./
and State criminal laws,—~ ‘ . . .

=

£

Resp0nsibility for governance in territor1es over which the“Hnited
States has accepted exclusive Jurisdictiqn:passes with such acceptance..
With respect to education, the Fede;al Government ‘has accepted its
responsibility for governance in some cases of exclusive jurisdiction By
establfshing f??} ‘operating schools for children residing within ‘that
jurisdiction,——~ In these cases, removal .from State taXation has been

accompanied by an assumption of Pederal rEhponsibility for govegndnce.. .

Were all cases where the Pederal Government exempts property from State
taxation also cases in which the Pederal Government assumes jurisdiction
and responsibility, the conflict between tax immunity and the, need for
That has not bgen the case.
"The United States has ‘exténded tax immunity without accepting jurisdjc-
tion, so that the responsibility for governance has been severed from
the ability to raise the revenues necessary therefor.

FPederal Ju:isdiction Other Than Echusive. The States may qualify thejr
consent to Federal acquisition of- property, aqg/the Federal” Government
may not accept the offer, of State consent.——/When State consent is
inconsi%tsyt with exclusive jurisdiction, concurrent jurisdiction
results.—~ When there is no State consent, no jurisdiction passes to
the United States and the United States holds _the ‘property in much the
same manner as a private progyietor, except that: tqe 9;K9erty;owned by
the United States is not subject to State taxation. Congress has
creat?qs/rederal instrumentalities and permitted limited State taxa-
tion.~—~ In .such cases, the bperations of those instrumentalities are

2

8. 312 (1943). o

107/ Pacific Coast Dairy, Inc. v Dept. of.Agriculture, 318 U.S. 285
(1943). =

108/ Surplus Trading Co. v. Cook, Sheriff, 281 U. S. 647, 649

109/ Arlington Hotel Co. v. Pant, 278 U.S. 439, 449 (1929),°

110/ Benson v, United States, 146 U.S. 325, 331 (1892). L

111/ See Act of September 30, 1950,. Pub. L. No. 874, 8ist Cong., 24
Sess., §6, 20 U.S.C.A, §241 (1974 & Supp. 1978) (original version-
at ch. 1124, 64 Stat. 1107 (1950)). ..

112/ James v. Dravo Contracting Co., 302 U.S. 134 (1937); sSilas Mason
Co, v.,Tax Commigsion of Washington, 302 U. S. 185 (1937).

__gf 77 Aam. Jur. 24 United'States §84 (1975). . -

11_/ 71 Am. .Jur. 2d State and Local Taxation §§221-234 (1973). s

15/ 71 Am. Jur. 24 State and Local Taxation 55240-243 (1973).
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tax-exempt, while the property of the instrumentality may be subject1g?
. ! égtate taxation, dependent upon the terms of the Pederal statute.

State consent to Federal jurisdictio;’var1es. Some consent to jurisdic-
tion, reserving only the right to service of process for crimes commit-
ted outside Pederal jurisdiction, while others have res?ryed the r1ght
to tax specific items, such as railroads and bridges.,— Some States
L have standing statutes consenting to Federal jurisdiction wherever or

" whenever the United States acquires’ property within their territorial

- " boundaries; aﬁia/others give specific consent with respect to specific
acquisit1ons. - - -

2. . This has regsulted in a patchwofk pattern of exclusively Pederal, concur-
réntly State and Pederal, and wholely State political jurisdiction over

. - Pederal prd?erty! so that the authority of the State to tax activities

on Pederal property must be determined on a case-by-case basis.. _This._.__ . .

determination must "take into consideration the®means by which the
propérty ;was acqu1red, the terms of State consent, if any, and whether
there has been an .acceptance by the Uaited States.

N - At unanswered question is to yvhat extent does pol§b1caL obligat1on with

S Lespect to the residents on Pederal property pass with political juris-

- diction 'when it is less than exclusive? Do residents in such instances

have the r1ghts as citizens of the States wherein they -reside when

3urisd1ct1on has ‘passed to thHe United States? sWjith respect to Indian

. lands, residents have their full rights as citizens of the States

because Federal law creates' those Fights, even though the jurisdi®tion

over those lands is almost exclusively Federal. Yet, this does not

. a appear to be the ‘rule in other cases.
¢ . a

Indian Lands. Different from territory under exclusive urisdictlon
‘ under clausé 17 of section 8 of Article I of the. Constxéatgon and from

. ; property exempt ffom State taxation under the Supremacy Clause is .the

) . ‘case of real property held in trust by the United States for individual
’ . * Ipdians or Indian tribes or real property-held by individual Ind1ans or
Indian tribes which is, subject to restrictions on alienation igmposed by

. the Unlted States: The 1mmunity of the lands and of- Indians on
reservatiqn-lﬁndg appears to stem from eir having been distinct

. pol1tical ‘Communities, with' territorial boundarles, within which the
authority of the Indians-is exclusive, which authgrity is guaranteed by

the United ‘States.” The United States‘ authority to make and enforce

> that guarantee is derived from -the treatymaklng power of the President
' under’ clause 2 of section 2 of Article II ef the Const1tutionp from the
pewer of the Congress to regulate commerce, with the Indian tribes and,
;in some cases, from the Supremacy Clause, to the  extent -that Indian

- R -t
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: ’ M'Culloch v. Maryland, 17 ¥.S. (4 Wheat.) 316 (1819 -
117/ Port- Leavenwdrth Railroad Co. v. Lowe, 114 U.S . 530 (1884).

118/“Id. A - . : & -
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- reservations_are instrumentalities of the United States.llg/

The commerce and treatymaking authorities, with respect to Indian
tribes, vested in-the Felfleral Government by the Constitution imply a
" sovereignty, on the part of those tribes, equivalent to that of foreign
nations, and, as such, the States may not interfere with rights created
by “treaties between te United ?58}es and those tribes, and so may not
tax the members of those tribes.—~— So long as there is a tribal organi-
"zation técognizedgby the Federal Government, the Indians are a people
distinct from others, capable of making treaties, separated from the
jurisdiction of the States, governed exclusively by the Federal Govern-
‘ment. The Federal Government has had a poligy o§2?7tmitting the Indians
to govern themselves without State interference ,—~
. ~ . :
T o - Even though, the Indian sovereignty doctrine has been eroded considerab-
. Xy, it was in force. for .the period of_time when_treaties .were.made and
- many statutes affecting the rights of Indians were enacted. I8. 172,
It is in the terms of those treaties and statutes that the present
Indian immunity from State taxation is described or implied.

- *

H»N”‘N

There is no uniformity- among the treaties of Indian tribes regarding
their immunity from State’ taxation; nor is there uniformity in -the
statutes admitting the States regarding the status of 1Indian tribes
within the territorial limits of the States. However, the treaties, in
general, obligate the United States to the protection of the rights of
Indiags, including their tribal existence, and retain sole jurisdiction
in the United States for governmental dealings with the Indians so long
as the tribes exist. The “®kganic acts of the States recognize this
jurisdiction, so that the States do not have the jurisdiction to tax
}ndianflands. Indian immunity from' State taxation goes beyond the lands

' 119/ Worcesfefr v. Georgia, 31 U.S(riG Pet.) 515 (1832§% United States v.
Kagama,-118 U.S. 375 (1886); United States v.. RiFkert, 188 U.S. 432
(1903)./ - . -

.

=

The Court\reached the treatymaking power authority by interpreting
section 2 Jof Article III of the Constitution which provides that
the jud al pOWef shall extend to all cases, in law and equity.
+ wparisihg fander "treaties'made, or which ‘shall be made, under®™ the
authorfy of the Constitution or the laws of tlre United_States.
Sinceftreaties had, prior to the adoption of the Constitution, been
made With Indian tribes, this has been construed as authorizing
the' President to make treaties with Indian tribes thereafter.
L + . , Horcester, supra, at 558; Holden v. Joy, 84 U.S. (17 ‘Wall.) 211
(1872) . B} ., ,
120/ The Rafidws Indians, 72 U.S. (5 Wall.) 737 (1866); “The New York
Indians; 72 vU.s. (5 Wall.) 761 (1866); McClanahan v. Arizona State
Tax Commission, 411 U.S. 164 (1973). : j
- 121/ The Ransas Indians, suggaﬁnote 120, at 755; MgClanahan, supra note
’ 120, ’at 170. o Toe
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and iﬁf}??es immunity tfon sales and income taxes on, Indians on Indian
lands .—~ :

The absence of State poldtical- jurisdiction with respect to. Indian
tribes, together with the Pederal.law-making members f those tribes'
citizens of the States, creates a situation in which the States- have
political obligations to citizens over whom they have limited political
These citizens are guaranteed egual protection of the
laws of the sStates (including their 1laws providing For free -public
education), yet they have guarantees with respect to education under the
treaties betweej?xpe United Statés and Indian tribes,

Summary of Immunities. No general rule on Pederal immunities from State
and local taxation can be stated. Immunity is determined by political
jurisdiction over the proper®¥ in question. Setting aside the question
of jurisdiction, the States may not tax Pederal property or its instru~

mentalities, States may not tax adents (or contractors) of the United

States if the tax creates an undye burden on the Pederal Government or
impedes its operatiops, nor "may the States tax in such a manner that
discriminates against those agents or employees. Beyond these :limits,
the immunity of the United State8, under the Supremacy Clause doctrine,
is yet to be defined. The present test for determining whether the
Pederal Government may be taxed by a State appears to'be defined by the
"rule of legal incidence": State taxation that falls directly upon (is
legally incident upon) Pederal instrumentalities is' forbidden. . Taxes
that economicallx burden government operations but whose legal incidence
is on those selling goods and services to the government are generally
permitted, provided theng? not discriminate against or severely burden

. the Pederal Government.~~~A tax upon a Federal contractor may be valid

or a tax upon the possessory interest of employees of the Pedﬁﬁa}
Government residing ‘in housing on Pederal property may be valid.—=~~

- This discussion of Pederal immunity under the Supremacy Clause of the

Constitution is not intended to be comprehensive.. It has not included
the entire scope of tax exemption by reason of Pederal statutes.
Federal statutory law has permitted some forms of taxation with respect

to federally-chartered institutions--such as natidnal banks--and has -

prohibited 1local taxation of non-Federal instrumentalitfes such as

federally-subsidized locqas/housing authorities, .which are discussed
elsewhere in this repbrt.—~

122/ McClanahan v. Arizona State Tax Commission, 411 lq,s. 164 (1973);
Mescalero Apache Tribe v. Jones, 411 U.S. 145 (1973).

123/ Boeing Aircraft Co. v. Reconstructign Pinance Corp., 171 P.2d 838 -

(1946). .7

124/ United States v. County of Fresno, 429 U.S. 452 (1977).

125/ See R.D, Ebel & J.E. Towles, Advisory Commission on Intergovern-
menital Relations, Federal Payments In-Lieu of.Local Property Tax

Paymenits (1980) for. a more nearly complete discussion of Federal,
imhunity and its effects. ’
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Since Federﬁl'immunity is oniy the beyinning point of a study of Impact
Aid and not entiyely within: the scope of 'that study, this limited review
of some of the major features of immunity is sufficient to lay the
groundwork ‘for a_cogsideration of some' of the implications of that
doctrine. )

1

Limitations on Immunity. As early as the opinion by Marshall in
M'Culloch, concerns were expressed that Federal immunity from State
taxation mang}ve to the Federél'Government an inordinant power against-
-the States.—~~Marshall set aside that argument stating that the Court
was simply declaring "a tax on the. operations” of the bank unconstitu- *

tional and adding that the decision ~-

does not deprive the States of any resources which they
originally possessed. It does not extend to a tax paid by
the real property of the banhk, in common with the other
real property within the State, nor to a tax imposed on the
" interest which the citizens of Maryland may hold in this
institution, in common with other , property of the same
description throughout the State. Id. 439.
M'Culloch did not address the question of Pederal acquisition of real
property and, by such acquisition, the exemption of such property from
State taxation. The authority to lay a tax on real property is, except
in the case of an apportioned direct Pederal tax, within the jurisdic-
tion of the States. When real property is exempted from taxation by
Pederal activitie§ or operation of Pederal lawﬁzsae States are deprived
of "resources which they otiginally possessed,"—<"-

There is evidence that these concerns were a factor when the Court
reversed the trend "in favor of immunity in its decisions—in James v.-
Dravo Contracting Co., Op. cite, and Graves v. New.York ex r?idJO‘Keefe,
op. cite, in the late 1930's and the Michigan cases in 1958,~%2%

126/ M'Culloch, supra, at 439.

127/ Federal statutes, including the Acts of Congxegs admitting the
States to the Union, provide that Federal property within the
States, is to be exempt from taxation. See note 62, supra. 1In
addition, many State constitutions and laws provide that the
Pederal property will be exempt from taxation. It has been rea-
soned that such provisions are merely.declaratory of what the law
is, regardless of the provisions, and they are unnecessary to
establish the exemption of Pederak property  from State taxation,
[Boedng Aircraft Co. v. Reconstruction Finance Corp., 171 P.2d4 838
(1946).] Pederal property is not simply exempt from taxation,
which may imply a grant of exemption,qW the State; it is immune
from taxation by reason of the Constitution and the federal system,
128/ The-Michigan Cases, supra note 98.
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Thus far the Supreme Court pfi/treated this concern as one for the Con-
gress, and not the courts.—= However, a recent decision of the Court
may shed light on some new thinking regarding relations between the
States and the Federal Government. .

With National League of Cities v. Usery, 426 U.S. 833 {1976}, the Court
invalidated the 1974 amendments to the Pair Labor Standards.Act which
required States to pay their employees ninimum wage and overtime pay.
The Act had, since enactment in 1938, applied the same requirements to
private employers. The Supreme Court-had,
the Act as a valid exercise of the Congress' pSwer under the Commerce
ClauZe in United States v. Darby, 312 U.S. 100 (1941). 1In 1966, the
Congress amended the definition of employer under the Act to includé the
U.S. Government, shates, and their political subdivisions with respect
to employees of State hospitals, institutions and schools. The Court
upheld those amendments in Maryland v, Wirtz, 392 U.S, 183 (1968).
There the Court reasoned the amendments were a valid exercise of con-
gressional authority, and to the extent that the Congress, in the
exercise of its valid.authority, interferes with the State ¢arrying out
its functions, the State interests must yield. The 1966 amendment had
exempted from the Act's coverage any employee in an executive, adminis-
trative or professional capacity, including academic administrative

in 1941, unanimously upheld ~

petsonnel or teachers in elementary or secondary schools;

it covered

&

only employees of hospitals, schools, and institutionsz

= . . p— - {
The 1974 amendments removed ai%ogether the exemption of States and their

political subdivisions from being considered employers under the Act.
The amendments meant all State and municipal employees were to be paiad
minimum wage and overtime pay. National League of Cities -reversed
Wir The Court held that such requirements, though a valid exercise

rtz.
of the commerce power when applied to private employers, when applied to
States interfered with the States' ability to make fundamental employ~
ment decisions in carrying out traditional governmental functions.
"This congressionally imposed displacement of State decisions may
substantially restructure tradltionﬁhbyays in which the local govern-
ments have arrapged thelr affairs.” The Court reasoned the congres-
sional enactments--which may be fully within the grant of. legislative
authority--may nonetheless be invalid if they offend other provisions of
the Constitution such . q%1§he Sixth Amendment or the Due Proqgss Clause
of the Pifth Amendment —

If the Fifth and Sixth Amendments can limit the power of the Congress
under the Commerce Clause, can the Tenth Amendment also serve as a
limitation on the Commerce Clause? The Tenth Amendment declares a

129/ Pederal Land Bank v, Bismarck Co., 314 U.5. 95 (1%941)r Board of
Commigsioners v. Seber, 318 U.S; 705 (1943},
130/ National League of Cities v. Usery, 426 U.S. 833, 849 (1976) .

131/ See United States v. Jackson, 390 U.S. 570 (1968); Learyev. United
States, 395 U.S. 6 (1969).
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constitutional policy that the Congress may not exercise power in a
fashion that impairs the integrity of thq3§}ates or their ability to
function effectively in a federal system.——~ Citing New York v. United
States, as a limitation on Pederal authority to tax the States, Lane v.
Oregon, respecting the constitutionally recognized necessary existence
of the States and their independent authority, and Metcalfe and Eddy v.
Mitchell, 269 U.S. 514 (1926), the Court concluded that the commerce
power, which authorizes the Congress to regulate private business, does
not“in the same m?ggﬁr permit the exercise of that power directed to the
States as States.—~—~

There are attributes of sovereignty attaching to every State government
which may\not be impaired by the Congress, not because the Congress may
lack an affirmative grant of legislative authority to reach the matté},
but because.theiffpstitution prohibits it from exercising the authority
in that matter.,— .

After examining the evidence concerning the financial impact of the Fair
Labor” Standards Act on State and local governments and the reduction in
State and local services as a consequence thereof, the Court noted that
the Act displaced State policies regarding the manner in which they
could structure the delivery of those governmental services which their
citizens requjre, with the only discretion left to the States being
either to ffgympt to increase their revenues or to reduce the number of
employees,—— The displacement of State cisions could substantially
restructure tr?gg}ional ways in which local governments have arranged

‘their affairs.——This is an impermissible interference with the inte-

gral governmental functions of the- States and their subdivisions, in

that, if the Congress is permitted to withdraw the authority from the

States to make fundamental decisions regarding employment and the per-

formance of their functions, there would be little left of the States’

separate and independent existence and there would be an impairmen§39;

the States' ability to function effectively in a federal system,—

F

132/ Fry v. United States, 421 U.S. 542, 547 n.7 {(1975).

133/ National League of Cities v. Usery, 426 U.S. 833, 843 (1976).

134/ 1d. at 845.

135/ 1d. at 846.

136/ 1d. at 849. -

137/ 1d4. at 851. Much of the evidence regarding the effect of complying
with the Pair Labor Standards Act dealt with the costs to State and

- —local governments incurred by ,reason of compliance and the effect

of those costs on State and local governmental functions. It is
worth speculating whether the result would have been the same had
the Federal Government assisted those governments in covering those
costs. Were that the case, the analogy with. Impact aid could be
extended,
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On this line of reasoning the Court held that this exercise of congres-—
sional authority "does not comport with the federal system of govern-
“~ment*® and that insofar as the challenged statute operates to displace
directly the States' freedom to structure integral opetatzons in areas
of traditional govetnggg}al functions, it is not wzthzn the’ commerce
power of the Congress.——

The Court distznguzsed this holdzng from that in Pry v. United States,
supra,+in which Pederal regulation of salaries of State employees under
the Economic Stabilization Act of 1970 was upheld by noting that Fedetal
‘interference thereunder was less than that under the Pair Labor Stand-
ards Act since t?g }ntetfetence was only a temporary wage freeze imposed
as an emergency.——

With respect to Maryland v. Wirtz, supra, the Court, stating that the
"Congress may not exercise that power [to regulate Commerce] so as to
force directly upon the States its choices as to.how essential decisions
regarding the conduct of integral governmental functions are to be
made,”. agreed with the dissent of Mr. Justice Douglas in Wirtz in which
he warned that the assertion of the power of the Congress, if unchecked,
would allow the.Pederal Govetnmenf(bp "devour the eggentials of [S]tate

sovereignty® and overruled Wirtz.—

<

This case is one of the few instances in which the Court has placed a

check upon the commerce power of the Congress.

this decision are not yet apparent.

The full implications of
The Court has not applied a similar

check on the Supremacy Clause.

The question arises whether the burden

placed on States and their political subdivisions (local educational

-

Iy

agencies) by the Pederal Government under the Supremacy Clause suffi-
ciently interferes with the ability of governmental units to carry
integral governmental functions, namely providing public education, to
merit a check upon that authority.

. ¥Whether the ‘restriction placed upon “the exercise of the Pederal commerce
X power in National League of Cities can be applied to Federal immunity
from taxation of the State is an open gpestion. “In National League of
Cities, the Court dealt with Fedeta} gggulat;on of State activity, not
with immunity from State taxatxon.——- In his disssenting opinion, Mr.
Justice Brennan disputed the reliance of the opinion of the Court on the
State sovereigWty doctrine, drawing a distinction between Federal
regulation and Pederal taxation of S§2§7 functions and stating that
"[tlhat reliance is plainly misplaced " .

38/ 14,
139/ 1a.
140/ 1a.
141/ 14.
Ta2/ 1d.

at;852.
at{853.
at 855,
at 843, n. 14.
at 863.
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In response, Mr. Justice Rehnguist, in a footnote to his opinion for the
Court, stated that the "asserted distinction, however, escapes us.

Surely the [F]ederal power to tax is no less a delegated power than is.

the commerce power.... Nor can characterizing the limitation recognized
upon Federal taxing power as an 'implied immunity' obscure the fact that
this 'immunity' is derived from the sovereignty of the States and the
concqmitant barriers whichjigfh sovergignty presents to otherwise
w plenary [F]ederal authority.”"— 2 ’

This not? indicates a willingness, on the part of at -least some of the
justices, to generalize State sovereignty limitations on the power of
the Congress under Article I. Purther, it raises the guestion addressed
by this report: does the samezsovereignty which demands intergovernment-
al tax immunities in a federal system carry-with it a limit on the
extént to which those immunities can be carried? Clearly, with respect
to State immunity, there are limitations., See New York v. United

~ States, suprd, and United States v. California, 297 U.S. 175 (1936).
National League of Cities only dealt with the Congress' exercise of ‘its
power under the Commerce Clause, and more specifically, only with one
act or exercise of that power-—the Pair Labor Standards Act. The Court
has not carried the reasoning of this case to any other exercise of
congressional authority. The Court has followed National League of

Cities th4>w° other cases dealing with the same Act and application

thereof .—— s The Court has specifically refused to apply the National

League of Cities hold*gg/to limit the power of the Cofigress under the
Pourteenth Amendment.— It has also held the case does not apply when
the Pederal Government requires a State to pay attorneys' fees on behalf
of indigentsg or1§%9yide prison libraries as part of prisoners' access to
Federal courts.——' The case has been followed by some courts of appeal
in holding the Pair Labor Standards Act did not apply to wages paid to
prisoners in a State and the Pederal cour‘§?7ould not interfere with
integral decisions of the State legislature.,—- S .

Applying the National League of Cities to the concept of exemption of
Pederal real property from State taxation requires that ,k exemption be
equated with taxation or regglation. Ex%mpxion from State taxation is

143/ 1d. at 843, n.14.
144/ Indiana v/ Usery, 427 U.S. 909 (1976) (No. 75-404), cert. granted,
judgment vacated, and case remanded for further consideration in

" light of National League of Cities (426 U.S. 833 (1976)) Brennan v.

‘State of Indiana, 517 P.2d 1179 (7th Cir. 1975).

- New Jersgery v. Usery, 427 U.S. 909 (1975) {(No. 75-~532), cert.
grant¢d, judgment vacated, and case remanded for further considera-
tion in light of Natfional League of Cities (426 U.S, 833 (1976))

. Dunlop v, State of New Jersey, 522 F.2d 504 (3rd Cir. 1975).
145/ Monell v. N.Y..City Dept. of Social Services, 436-U:S, 658 (1978).
146/ Bounds Correction Commissioner, et al. v. Smith, et al., 430 U.s.

817 (1977). _
147/ Wentworth v. Solem, 548 F.2d 773 (1977); David v. Akers, 549 P.2d
120 (1977).
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the result of the. necessity that Pederal operations be free from the
burdens of State 'taxation. In order to apply, the National League of
Cities doctrine, it would be necessary foiﬁfﬁ; Court to reason that
Federal acquisition.of real property so burdefis a State in carrying out
its fuynctions that the Pederal Government's exercise of its power to
exempt from taxation violated the Tenth Amendment. It is important to
note that the ébdegal Government acquires property for various reasons
as an exercise of a number of powers--as an exercise of its war power,
its foreign commerce power, and its taxing power. So it would require a
balance between the exercise of ‘the particular Federal power and the
taxing authority reserved to the States. Some Pederal powers are
Clearly paramount to the States' exercise of its functions, for example
the national deferise power. . -
¢ ' .

In his concurring opinion, in National League of Cities, Mr. Justice
Blackman stated that his concurrence was with the undetstanding that the
Court's opinion adopts a balancing approach,ﬁg}ween the interests of the
Federal Government and those of the Stateg.,—Y

Moreover, the four dissenters were of the opinion that the balancing of

" those interests ought properly to take place in the *political branches®

of the Goﬁefggﬁnt where the States "are fully able to protect their own
interests,™— Indeed, with respect to tax immunities, th?é&purt has
stated that it is a matter for the Congress, not the courts.—=-

Before such a question would reach the courts, other forces within the
Federal Government would more likely come 2#nto play to mitigate the
effect of Pederal burdens on communities. Impact Aid is, of course, the
result of some of these forces. While it is unlikely that court fiat
wogld require a program like Impact Aid, the Congress has the power to
,ehact a program to compensate local educational agencies for losses in

tax revenues resulting. from Federal tax immunity.

Supreme Court decisions do not dictate a* program like Impact Aid. - If
regulations, taxation, and exemption are essentially the same--inasmuch
as each costs localities money--it is possible to analogize from them to
conclude that the Impact Aid Program is warranted on legal, as well as
many equitable and political, grounds. N s

e -+

E. SCHOOL PINANCE AND IMPACT AID - .

Research into school finance issues for the purpose of studying -the
Impact Aid Program has revealed the following generalizations:

(1) Revenues for education from Pederal and state sources have in-
creased. T )

* ‘o B =

148/ National League of Cities, 426 U.S. at 856.
149/ 1d. at 876. . '
150/ Board of Commissioners v. Seber, 318 U.S. 705, 718 (1943).
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(2) Reliance on local taxation of real property for education revenues
has decreased to some extent; however, property taxes still comprise
the major part of local education revenues. .

*

i

(3) Neither of these trends is so substantial as to iequiré a'depar—
ture from the traditional’approach of Impact Aid. s

-School Finance in 1950. The local share of education revenues was 57.3
percent in 1?§R; the State share was 39.8 percent; the Federal share,
2.9- percent.—  property tax revenues provided approximately 98 per—
cent of }gi?l education revenues and 60 percent of total educdtion
revenues.——  School finance reform movements of the 1920's and 1930's
had caused an increase in the State share of education revenues; State
aid” was given primarily through Minimum Foundation Programs. ’

) The,Ame;ican;eqonomy,oﬁ739§0_hgd beéb stimulated by W%rld*ﬂar II1,
School district consolidation had been proceeding and enrollments were

declining since the 1930's. Only after 1950 did enrollment return to
the size' it was in 1930. Beginning in the mid-1950's, several ‘social
and demographic factors pushed for school finance reform: increased
enrollment, migration from rural to urban and suburban areas, decreasing
usefulness of the property tax base as a measure of ability to pay
taxes, the movement for equality in educational opportunity, inflation,
and competition for scarce logal resourcq%39esuL§§ng from public demand
for social services other than educationf-—-i

School Finance Today. The proportion of school revenues supplied by the
States remained relatively constant from 1950 until 1973, when the State
share grew from approximately 39 percent of total revenues to nearly 41
percent. The State share has .increased each Year since 1973; it is
projected that 48.1 percent of &§tal school revenues will come from the
State in 1979-80. The local share hovered around 57 percent of total
education revenues between 1950 and 1956, when it began a slow, steady
descent expected to reach 42.5 percent of total revenues in 1979-80.
The Pederal share of education revenues has more1§27n tripled since 1950
and is expected to reach 9.3 percent in 1979-80 .~

Impact Aid is based on the assumption that Federal ownership of land is -

a local burden. Thus the measure Of Impact Aid per child is the local
contribution per child. , There is evidence that States are paying an
increasingly larger share of the cost of education. "To the extent|that

. .- - ) N
Statistics, Digest of Education

151/ kqtional Centér for Ed%cation

Statistics 1979, at 71 (1979).
152/ E. McLoone, Effects of Tax Elasticities on the Support of Education

(1961) (unpublished Doctoral thesig in University of Illinois
Libraryj. -

153/ HNational Center for Education Statistics, The Condition of Educa~-

tion 144 (1976).

- 154/ National Education Association, Estimates of School Statistics

1979-80 (1980).
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States finance’ education, Federal ownership of land is not a ,local
burden warranting payments to local educational agencies. [Localities
continue to pay, on the average, a substantial portion of the cost of
education. Tax-exempt Federal property, therefore, continues to be -a
burden in that tye local shage of education is derived substantially
from local property taxes.

Although property tax reveénues have become less important in financing
public education from all levels of government since 1950, decreasing
from approximately 60 percent to 43.1 percent in 1977, lbcal educational
agencies continue to rely heavily on them for local revenues. Loecal
education revenues from property taxes decreased on}gs;rom approximately
98 percent ‘in 1950 to 90.2 pefcent in 1966-77.->>1n addition, the
majority of those property tax revenues continue to come, as they did in
1950, from taxes on residential and commercial property. Recent data on
education revenues from the property tax nationwide by source has indi-
cated that 49 percent tomes from residential property and 36 percent
comes from commercial and industrial property with the balance com-
ing fromlggylic utilities (nine percent) and farm properties (six
percent) .— g :

s

Differences in the amount of Impact Aid payments on the basis of
versus "B" students have been based traditionally on the notions<that
residential and commercial property each .provide half of education
revenues. While the percentage of property tax revenues coming from
residential property ranges from 26.6 percent in North Dakota to 62.2
percent in Hawaii, ha}f of the States are withiqsgys percentage points
of the average percentage, which is 46.7 percent.—~— In 34 of the States
the percentage of property tax revenues from residential sources is
within ten percentage points of 50 percent. ‘

In 31 States and the District of Columbia, residential property taxes
comprise less than 50 percent of total tax revenues. This means that
districts in those States, on the average, lose less than half their tax
revenues because of children living on Pederal property with parents
working in- the private sector (live-on "B's"). . Thus in the case of
"live-on 'B's,'" the 50450 assumption results in an overcompensation to
districts., Similarly, there is undercompensation with regard to
"work-on ‘B's,'" .

155/ Né;ional Center for Bducation Statistics, Revenues and Expenditures
foryPublic Elementary and Secondary Education 1976-77, at 13

(19707, ,
156/ 14. , :

D.K. Halstead & H.K. Weldon, National Institute of Education, DHEW,
Tax wWealth in Fifty States, 1977 Supplement 164-171 (1979).
Bureau of the Census, U.S. Department of Commerce, Taxable Property
Values and Assessment/Sales Price Ratio/1977 Census of Government
41 (1978). —

157/ D.K._Balstead—&=H:K. Weldon, National Institute of Education, DHEW,

Tax Wealth in Fifty States, 1977 Supplement 163~171 (1979).
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In J9 States, tes@dential,ptopeptﬁ taxes comprise more than 50 percent
of total tax revenues. In these State8, the 50/50 assumptioﬂbzzans that
local educational agencies are undercompensated for the tax 1 attrib-
utable t6 "live-on 'B'si" and overcompensated for the tax loss attribut-
able to "work-on 'B's.'" - )

s '

Any over- or undercompensation for one or tﬁe other of residéntial or
commercial propérty tax loss is cancelled when districts receive compen-
_satien on the basis of ‘A‘sg}udents and receive all of the’local cost of

educating those studentsfl——

~

In 1950, the State ‘contribution to public school funding in most States
was minor; localiti®es paid nearly 60 percent of the coft. Based on
that, the 1950 statute creating Impact Aid computed the amount of Impact
Aid a local educational agency should receive fot its school districts
using an amount it was assumed the locality would have contributed .to -
educate a federally-connected -child. That provision of the statute has
not changed since 1950,~‘Some have pointed out that the State contribu-
tion to public school fuitding hag increased since 1950 and that policy
under Impact Aid of compensating local educational agencies using an
amount based on local contribution should be reconsidered in light of
that increase. °Analysis of trends in Pederal, State, and local shatres
of the cost of public education has addressed the gignificance of those
changes for. Impact Aid and points to the conclusion that the change in
the State share of publit education revenues has not increased a signif-
icant enough degree” since 1950 to warrant a fundamental change in the
approach of Impact Aid to compensation. That conclusion does not mean,
however, that ®local contribution rate," the technical measure of
compensation as set out in Public Law 874, does not require reevaluation
in light of the financing trends'discyssed in this section. :

’

F. IMPACT AID UNDER THE FEDERAL SYSTEM

“ oy

*

Not only does the Federal Government deprive local educational agencies
of revenue when it exempts property from taxation, but it imposes a cost
on schools when children living on Pederal land or living with parents
working on Pederal land must be educated in the local schpols.

Except in cases where real ptopérty.is within the exclusive jurisdiction
of the United States, children residing on Federal property or with

parents=employed on Federal property ar

AMsually citizens of the State

under th

Constitution, the same rights

where they reside. They have,
ds all other citizens similarly situated. Their mere presence brings
with it obligations on the States and their local educational agencies,

without regard far the reason for their
that to a free public education.

158/ This i true to tMe extent that
comes from property taxes.

presence. Among their rights is

100 percent of educatiog.revenues

i

-




"‘mh

* W

-140- S :

) - Y
- R . -

The Fourteenth Amendment 3 the Constitutton provides: "All persons born
or naturalized in the United States- anq subject to the . jurrsdtetlggg
thereof, are 61t12ens of the United States and. Sf the State wherein. they
reside. No State shall...deny to any person w1th1n its jurisdiction the
equal protection of the laws." Were a State £0 refuse to educate
federally-connected children In a manner similar to thﬁt in"which non-
federally-cdonnected children are educated, that action would most likely

- s

‘be con51dQ\ed unlawful dlscrlmznatzon under the Fourteenth Amendment.

-

If a court serutinzz1ng the refusal of a State to edugate federally-

'connected children decided that a federally-connectged child's .interest

in receiving an education- similar to that received by nonfederally-
connected children is a fundamental interest, the State would have to
show that refusing to educate federally-connected children is necessary
to satisfy a compelling State interest. If a court decided, on the

. other hand, that federally-connected children do not have a fundamental

interest in receiving a public educat ion similar to that received by
nonfederally-connected children, the State would still have to show it
had a rational basis for refusing to educate federally~-connected chil-
dren. It is unlikely a State could meet .either test.

«
s

The States have devised laws both for the education of children at
public expense and for raising the revenues necessary to provide that
education. Presumably those laws are designed to work together so that
the revenues raised are adequate to support the operation of schools to
provide that education. 1If the tax-exempt status of Pederal’ property

'prevefits localities and- States from raising the revenues necessary to

provide a free public education for federally-connected children, it

impairs the operations of those laws. It theteby burdens taxpayers by

requiring that more revenues be raised from a tax base dlleéfgsd by the

Federal Govermnment's presence. It follows that the Federa overnment

has a responszbllity for mitigating the effects of its presence.

G. MITIGATING THE ADVERSE EFFECTS OF FEDERAL ACTIVITIES ON LOCAL
EDUCATIONAIL AGENCIES

Federal immunity from State and local taxation, combined, with the cost
of providing education for federally-connected children, places a
financial burden. on local educational.-agencies which varies with the
amount of property exempted from taxation and the number of federally-
connected. children. If the children served by a local educattonal
agency adversely affected by Federal activities.are to receive an
adequate level of educatiOn,rthe cost of that adverse effect--the
Federal burden--must be borne by somebody, at some level of government.

Y

How might the Federal Government mitigate the effects of its presence by

- compensating localities or States for ‘the burdens its presence imposes?

The authors of Public Law 874 interided that, to the extent possible, the

Wby
o
,
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Fedegg} fFovernment was to be treated as’a private owner of real proper-

’ It is argued that the Federal Govermmeént alreddy mitigates the adverse

economic effects of its presence in localitzes because economic benefits
afe coriferred when the Federpl Governmént injects money. ‘into the local
eco nomy, increasing revenues available to loczl educational agencies.
These benefits, however, .are not only difficult to measure but vary
among localities. Furthermore, the benefits to local educational
agencies of increased revenues from income and sales taxes vary among
the States according to State laws. Effects at the State level do not
lend themselves to precise measurement. E -,
'~ .

The rélevance of economic benefits the Federal Government may confer on
a locality depends, at least in part, on the degree'tc which the Federal
Government should be treated as private landowners and users ﬁre treated

=
.

Even though the Commission has made a major effort to determine, Wwith
some precision, the effect of Federal activities on the fiscal capacity
of local educational agencies, the Commission has found that the -econom~
ic benefits of Pederal activities with respect to Federal progerty has
little if any relevance to any obligations which may a;zse from its
ownership of real property. In the private sector, the economic benefit
a community may derive from the use of private property doessnot act to

‘relieve the owner of that property from an obligation to pay a tax on

r.).-\‘

that property. / . . ] 7
The Commission, in its ‘effort to determine the exten¥ to which the
economic benefits which may accrue from Federal activities.are availabld
to’ local educational. agencies, found that even though the original law
authorizing the Impact Aid Program required. that, undeé‘section 2 of
that law, there be determinations about the-fiscal benefits of Federal
activities to loéa educational agencies, no means for making thowe

determinations had been devised. - . . .‘ . i

A method for making such determinations on a case-by-case bagis has been

devised by the Commission and has been tested in a small number of
school districts. A report on this studgfis set out in the next sectzon
of this chapter. . en

- [ -

No evidence found by, or placed before, the Commission thus far indi- -

cates that there are net fiscal benefits to ‘logal educational agencies
resulting from Federal agtivities. #

159/ H.R. Rep. No. 2287, 81st Cong., 2d Sess. 1 (1950).
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Changes in the Laws of the States,

Were the evidence 'to show that the

economic benefits~of Federal act1v1ties on local educatlonal agencies
compensate for the‘cost of Federal’ activities,_a case could be pade that

. the Federal Government pays for tH2 cost, of its, act1V1t1es¢

However ’

this is not the case.

Empirical evidenCe before the "Commission TRdi- -«

. .cates that Federal act1v1ties result in a fet economic burden and that

L

¢

s

the magnitude of the burden’ is commensurate with. the entitlements of
local educational agencies under section 3 of Public Law 874, except ™

. where ‘State aid to local educational agencies is

<éreater than the

natzoﬂal average~-;n which cases,

educational agenc1es for the Federa@ burden.

K

-

4

the States are compensating local
2. AR

e

Thls naturally raises the question of whether the States receivg a net

econOm ic

benefit from Federal activities and, if they do so, whether the

States might not be expected to compensatev local educational agencies

for the burden placed upon them by those activities.

The Commission has

no evidence with respect to net economic benefits to the States from
Federal act1v1t1es, and such evidence could not be had without conduct -
ing statewide economic impact studles similar to those conducted for

local. educational agencies.
the Commission and were not conducted.

" evidence
States,

These studigs were beyond the resources of
Even "if such studies pto&zded
that Federal activities conferred # net economic benefit on the
a question of relevance could be raised: are the economic

effects of Federal-activities retevant to how the-.States f inance public
educatxon, and -should the Federal Government make policy based upen a

relations

hip between the benefits accrulng from its activities and their

‘potentlal éffect on school finance? 1If -50, it would seem that a double

'vzolence

to the federalssystem -of government would be the result. Not

would the Federal Government adversely affect local governments'

on;*,

ab 1ty to finance themselves,
.rectlg, dictate to the States. the means by which they. finance their
. schools and the relationship between the States and their subdiv131ons.

but at would, either ‘directly or indi~

2 :

Tbe Commlssion‘con31dered this question and determ1ned that even.if the

econom
financ

behefits of Federal activities. were relevant to the school
ws ‘of the States, . the relatiomship between -the States and

their- subdivisions tis solelf'ulthxn the prerogatives of the States, that
such relationship is not properly addressed by this Commigsion7 and that
the Federal Government ought to be neutral, on issues. which, affect that

relations

Hip. =

To 6o otherw1se wdild be to.open questions not within the mandate of
~thlS Commission and hot .answerable by thls,Comm15510n with the resources

available
State o

to 1t. “JThis Commission cou;g not properly recommend ‘to the .
ew Hampshlre that it have an income tax or that it have a

-

greater [Sthte ‘Bhare of the cost of educations

This report'ls submitted

to
tions for

ment can net tell New Hampshl

Pre 1dent and the Congress of the United States with recommenda-
ge Federal Governmenf to act u

- Singe the Federal Govern~
to tax its cltizens or how to

f
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finance dbs schools, recommendations bx,this Commissidn to that effect
wouid be useless, .

L .
s - -

The States are changing their school finance laws without’ Federal
interference. There appears to be a trend toward equalization of
expenditures among local educational agencies within the States, toward
greater State aid to local educational agencies, and toward less reli-
ance on real roperty takes for revenue to support the total cost of
public educatfon. This Commi{ion has no views with respect to that
.ktrend. Respecting the- laws oY the -States, however, the Commission

' wishes not to make ﬁtecommendations which would inhibit that trend.

Other change§ in State laws could take place which would affect the

- Pederal Governmefit and the Impact Aid Prodram, If the States were to

cede to the Federal Government exclusive jurisdiction over all Pederal
property within their boundaries and to persuade the Congress” t& ghange
40 U.S.C. 255 to require acceptance of -that Jurisdiction, the States
could effectively require the Pederal Governmept to pay the full cost of
education for children res1d1ng on that property. In addition, the
States could impose an occupation tax on all €§eir residents and giv¥! an
indirect gredit..on that tax for persons employed within their Jurisdic-’
tions--thus shiéting the cost of educating children whose parents are
employed on property within the Federal jurisdiction to, those parents
and, zndirectly. to the Federal Government. The result could be a
nationwide system of federally-operated schools similar to that now
‘supported under section 6 of Public Law 874. The,Commission'does not
make recommendations to this effect, even though sdch recommendations
would probably be more nearly within’ its mandate than those affecting
the school finance laws of the States.

-
i

Requiring That Ail Pederal Agencies ;ay the Pull Cost of Their Activi-—
ties. ‘The full cpst of all the act}vities of Pederal agéncies does -not
appear. in the Budget of the Unit'ed States, ,The Budget only shows
anticipated new obtggftions authority and expected outlays in Federal

funds for Pedéral a ies. Tt does not include estimates witlr respect
to expenses incurred by State and local gaqvernments in support of the
activities of those agencies in the form of sewers, police and fire
'protection, traffic safety, highway and street malnten:hce, haalth
‘services, and educahion. Yet these local services are rendered to the
Federal Government {f the same manner as if the Pederal Government were
a private organizatzoﬁ, paying local taxes. No estimates are available
with respect to the cost of thesgé activxties. i
o . . .ﬁ&gﬁ
When a" military 1nstallatign is proposed, the cost. estimates and the
cost/benefit ratios are calculated with respect to the Federal Govern-
ment. There is no evidence that major consideration is given to whether
the local governmgats in’the area affected by such a proposed facility
are able to provide the continuiné local services made necessary by that‘
‘facllxty. - . ) . -
¢ ‘: © . - ‘
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At the same time, estimated cdsts do include those arising from utili-
ties--electricity, telephones, and gas, presumably because utilities are
generally privately owned and the use of their services without compen-
sation would consgitute ap unconstitutional taking of property without
just compensation. Local governments are not so protected--yet local
- / taxpayers are paying the costs; frequently without just cémpensation.
Would the situation be different .if either the utilities were publicly
owned or the local services were provided by privately owned organiza-.
tions? - ’
. R \ _
The Commission gavé more thal passing consideration to the idea that an
agency, such as the Department of Defense, should provide for the
education of the children of its employees and that oﬁ/ﬁiildren re§idiﬁg
on its property from that Department's budget, rather than from that of
the Education Department and that paymentg'fo; the cost of education so
. Provided should be arranged by local base commanders. Similar arrange-
ments -are now made in some localities for police protection and some
other public services. Outside the United Sw#tes, the Department of
Defense does provide for the educdtion of military dependents, and,
prior to .1950, there were & number of small programs for the education
of military dependents in the United States. Public Law 874 even now
has vestiges of this old policy. A return to those early years is not
' ¢ recommended. It is worth speculating, however, whether there would be
oo opposition by the Education Depaftment to Impact Aid if the cost of the
program—-were -to be estimated in the—budget ~of. other- Federal “agencies.

Consent to State Taxation or In-Lieu of Taxes ‘Payments. The Congress

could fulfill the obligation arising from. Federal ownership and use of

land by consenting to Stateysand local taxation. Difficulties with .
assessment practices, the setting of tax rates, and collecting those -
taxes probably preclude that policy. Over the past 30 years, however, a
number of alternatives to consent have been congidered: in-lieu of taxes

. paymengs have been authorized=for some kinds of Federal activitiesy the

© e Advisory Commissién on Intergoverﬁmental Relations, «- after a year of

. ) study, has endorsed a comprehensive in-lieu °ff§@fes payments program

and has encouraged its.adoption by the Congress.—~ .

~

, . . . ¢ B ) .
. Proposals to make in-lieu of taxes- payments to local educationjl: agen-

cies were consideréd prior to the enactment of Public Law 874 d have
been restudied on several®occasions. .The Battelle Report considered the
question and rejected the ‘propositiori. The Commission agrees with the

. /(/ Battelle conclusidn and dqterm{ned that further study of the issue was

*

160/ R.D. Ebel & J.E. Towles, Advisory Commission on Intergovernmental %
_ Relations, Federal ,Payments In-Lieu of Local Property Tax Payments '

1

l oo (1980).
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+ Dot merited at this time .21/ =

v

" 161/ The Battelle sluéy stated, in part:

=

—

Thé option.in relationto other evaluation criteria

- Payments.in lieu of taxes have some appéal. in terms of
fedé;al sm. That appeal is that, if each 1 1 of govern-

‘' ment pays taxes to others, 18 level of g rnment can
effectively denly "the revenue ‘Sources of another. On the -
other hand, as "thespower to tax is the power to destroy,"
intergovernmental tax immunities have long been cherished

in th& United States, .

The economéc rationality of payments=in lieu of taxes
can be argued from a number of perspectives. From the
perspective .of resource .allocation to and within the
Federal sector, payment of taxes removes some of the bias
against doing things' through private enterprise (whose
prices includes taxes) rather than government agencies
(whose prices do not include local taxes). However, for

~ the Federal Government 'td begin to pay property taxes must

be judged as an extension of the revenue-raising potential
vand, thus, inequities inherent in a.tax that is probably
already inequitable at a single rate, and is clearly,
inequitable when applied at hundreds of different rates by
hundre@s of school digtricts throughout -a single State.

Payments in lieu of taxes would unquestionably be
expensive, particularly if the woncept were extended to
municipal, sewer district, county, library district, and

P similar property tax levies:. .It is doubtful that payments
in liev of taxes would be as good a device for fiscal

" equalization as other alternatives, sgich as revenue
sharing, available. It is also doubtful’ that payments in

lieu of taxes represent the most productive utilization of
Federal dollars for elementary and secondary education.

Thus, in terms of cost and education effectiveness, in-
"}ieu payments are not attractive. - = .

. -

A B

Tugatt¥ile Memorial Institute, 915t Cong., i? Sess., School Assist-

ancefn Federally Affected Areas: A Study off Public Laws 81-8

81-815, House Committge on Education and Labor 42 (1970)%
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H. SUMMARY B
B A review of the “evidence regarding the necessity for continuing the
P , Impact Aid Program reveals that the progkam was originally authorized as
+ + a méans of mitigating the adverse effects of Federal activities on the

finangial ability of 1local educational agencies to carry out their .
functions--to compensate them for the burden placed upon them by Pederal
immunity from State and local taxation and by educating federally-
connected children. -
The program was designed to operate and does operate under the-ﬁaws of
the States regarding the financing and governance of local educational
agencies. The program carries with it no Federal education policy; in
fact, it is intended to preserve local control over education by compen-
sating them for 1local revenues, without which those agencies would

become more dependent upon the State and commensurately less subject to

local controls

\

i

| -7 Evidence against the Impact Aid Program was presented by the Education
' “Department as follows:

4

(a) the Impact Aid Program overpays local educational agéf®tes, in
that entitlements are greater than the financial burden placed upon

them by Federal actzvztzes.

-

(b} in most instances the economic benefits of Federal activities to
localities compensate for the burden placed upon them by those activi-
ties: - j . -

‘. .

{c} if those benefits.are not available to local educational agenciés,
. it is the result of inheffective State and losal educational financing
\ systems; ’ .

(d) the Government must take budgetary constraints .into consideration
and set gr?orities among education programs on the basis of those’
constraints; and
—
(e) other education programs have a higher priority with the Education
Department than that given to Impact Aid. -
o ¥ ) : .
The adequaéy of the school _finance laws, budgetary consfraints, and
priorities in funding among education programs are subjects not, placed
within the scope of tgegmandate given the Commission by the Congress.
H .
Regarding the statements made that the entitlements overcompensate for
‘Pederal burden and the economic benefits from Federal activities, the
. Compission conducted hearings and research to determine their validity.
The original premises upon which the program wag based were examined:

(1) ‘that Federat immunity from State and local taxation deprives local
educational agencies of necessary revenues;

.
4
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(2) that, under the laws of the States, the owners and users of real
property have an obligatién to support public education; and
i o .
(3) that the Federal Government should assist locgl educational
agencies 1in préviding educatxon for federally-connected children.
o .

The law regarding Pederal 1mmun1ty fr State and local taxation, under
the Supremacy Clause of the Constituti n, has been reviewed and, even
though finer distinctions have been drawn. allowing more taxation of
private interests in Pederal property, the doctrine of immunity skill .
stands and deprives local educational agenties of revenues. A factor in
limiting the broad coverage of that doctrine has been a recognition, on
the part of the courts, that FPederal immunity must be balanced against
the need of local.governments for revenues. Even though there is a.
considerable body of opinion that such balancing should be carried out
through the political branches of the Government, the Supreme Court has
recently decided, that it can limit the-power of the Pederal Government .
when the federal system of dovernment is threatened by the exercise of
otherwise valid powers of the National Government. . -

There have beent significant changes in State laws regardxng school - :f

finance, with a trend toward a greater share of the cost of education
and less reliance upon real property taxes for the support of education.
These changes, however, have not been so substantial as to change’ great-
ly ‘the patterns in school finance into which ‘Impact Aid was desigrmed to
£it or as to merit substantlar alteration of the program as it relates
to the finanoing of public schools. - - , .,

-
~

The Federal Government"has a long-standing interest im the education of
federally-connected children &nd has, over the ‘'years, recognized an
obligation for their education.. On the basis of that interest and
obligation, the Pederal Government should assist Jocal governments which
provide education for those children, in that e ,cost of their educa-
tion constitutes a burden on those local ‘educational agencies.

There is no evidence to supportlthe assumptiord that there are net fiscal
benefits to local educational agencies arising from Pederal activities;
and, in the case studies conducted by the ‘Commission, the net féscal
burden is generally commensurate with the amounts to which the rocqa
educational agencies studied are entitled under section 3~of Public La#’
874. L=

-

Prom this evidente the Commission has %\cluded that under %be federal
system of’ government, there is an obligation on the part qf the Federal
Goverrnment to mitigate the adyerse effects of Yederal activities on
local educational agencies and » even though other mea;L of doing so
may be possible, a program similar at authorized by Public Baw 874
is necessary. . ¥ .

Por thege reasons the Commission reconmendé that the Impagt Aid érogram
be continued. - L eas .
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I1. SHOULD THERE BE BASIC CHANGES IN THE IMPACT AID PROGRAM?
) ,’ering the thirty years since the Impact Aid Piogram was first author-
- ized circumstances have changed which require modifications and refine-
ments in the program. Most significant of these are (1) the_ implicit
. development withfn the Public Law 874 concept” of providing an adequate
level of education for federally-connected children,_ and (2) the devel-
opment of analytical techniques in the -field of economics which make
possible the measdscrent of the burden pla;ed upon local educational
agencies by Pederal \activities. With respect to these issues recommen-—

dations are made,

A. ADEQUATE LEVEL OF EDUCATION FOR FEﬁERALLY-CONNECTED CHILDREN

Beginning in 1953 and continuing over the course of the following 14
years, thé Congress amended Public Law 874 in order to alter the method
for computing the amounts to which local educational agencies are
entitled thereunder by, establishing minimums in the lJocal contribution
rate-and increasing those minimums. The legislative history of those
amendments indicates that there was a concern for the adequacy of the
level of education Tor federally-connected children and a sense. of
_r obligation to provide them with an adequate level of education, regard-
less of where they went to school.

~«7 77 This concern has beén found applicable both to children who reside on
tax-exempt property and to those whose parents are employed on such
property. With respect to the former, the " provisions of 'section 6 of
Public Law ‘874 are an oblivious expression of that concern. With
respect to the latter, a parallel can be_drawn between the Federal
Government as an employer, and private employees who are concerned about
the schools for the children of their employees, .

’ -

Not only does the PFederal Government have an obligation with respect to
a fiscal b en on local educational agencies resulting from tax immuni-
ties, but, a% a matter of sound public policy, it must make an effort to
provide its emplgyees,with some assurance that, whenever they work for
the Government, their .children can have at least a minimum level of.

education, )
T

E 23

-Even though there is no explicit statement in the law expressing the
concept of adequate 1lével of education, the effect of the: amendments,
which established and increasedjginimum local cont®ibution rates, was to
increase payments for-local educational agencies having per-pupil
expenditures of less than the average of such expenditures in the Sthtes
in which they were located and for local educational agencies in SEates
having. average per-pugil expenditures of less than the national average
of such expenditures. These amendments represented a movement toward

[
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providinq62p adeguate level of educa%%;g for federally-connected
children.—~ g

This movement was reinforced in 1974 and 1978 by amendments which set
local contribution rates in excess of 100 percent with respect to
certain federally-connected children for whom the cost of education was
obviously greater than the average:#for handicapped military dependents
the rate was set, in 1974, dt 150 percent of the normal local contribu-
tion rate, and for children re51d1ng on Indian lands the rate was set,

in 1978, at 125 percent thereof. X P

A review. of the history of Pedéral policy regarding the education of
military dependents and Indian children reveals a long~standing policy
“in fabor of proz;dgg%y as a matter of oblzgatzon,‘an adequate level of
education for them.——

The 1egislative history of Public Law 874 and the amendments thereto
L indicate that .the Congress intended that the Pederal vernment, as a
landowner, Should, to the extent practicable, be treated in the same
manner as przvate landowners. Since the method for computing the
amounts of payments under the program was not tied to the manner in
which the States taxed real property, it is only logical to conclude
that the intention has been to treat Federal property as private proper-
ty regarding the obligations property owners have, under the laws of the
Statei, for the education of children residing on_thejr -property or
whose oarents are employed on their property.

The unstated policy in favor of an obligation to provide an adequate
level of education for federally-connected childrén hasibeen effected by
‘unduly complicated legislative language in the law. '~ An open expres—~
sion of that policy could make possible a simplification of the statute
and the formula for determining the amounts to which local educational

162/ Explicit statements as to the congressional. motivation for the
"minimum LCR" amendments are rare on the official record. State—
ments by congressional staff persons who are knowledgeable with
respect to both ‘the Impact Aid Program and its legislative history
4 generally have assumed that the intention behind these amendments
was to make an effort to ipcrease.the level of education for
federally-connected children in local educational agencies having
s low per-pupil expenditures. Labovitz found evidence in support of
this assumption. [I.M. Labovitz, Aid for Federally Affected Public
. Schools 1-39 (1963).] The same type of evidence was found in the
d Battelle study. [Battelle Memorial Institute, 91st Cqng,, 2d
Seas., School Assistance in Pederally Affected Areas: A Study of
> Public Laws 81-874 and 81-815, House Committee on ' Education and
Labor (1970).] . ‘
163/ See Appendix N, infra, with regard to the education ofépilitary
dependentsg. = )
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) " agencies are entitled.164/

For these reasons, the Commission has concerned itself with the ques-
tions of what is the obligation of the Federal Government for the
education of federally-connected chilfren and, assuming such an obliga-
tion, hew should that obligation bé demonstrated in terms of the amounts
to which local educationalfégencles are entitled under the Impact Aid
Program. . B . !

Wl

The Federal obligation is that there be compensation and that the amount
of the compensation be based upon an assessment of, but need not neces-
sarily.equal, the types of burdensg impbsed. Evidence from the hearings
of the Commission tends to 1ndicate that the revenue burden (calculated
on the basis of taxing Federgl property at the same rate as other
property in localities) is so great that it would be unreaSOnable to
expect that suffzciént funds would be available to cover the cost of-
- full compensation. In addition, an agreed upon method for uniform
calculations would be difficult to achieve. Yet, the nature of the .
revenue burden is such that it must ‘be taken into consideration in
determining that portion of the burden for witeh compensation ought to
be given, especzally when Pederal property” is so extensive within a
. school district that the revenue burden impairs the ability of its local
. educatzonal agency to function. ’ -

- > -

v g

Th&*sefviqe“ﬁﬁfaéﬁ‘f*‘a more reasona®le and measurable factor, in that
actual numbers of children and actual expenditures of funds can be
known. Consistent with the principle of respecting the laws of the ’
States, using average per-pupil eXpefiditures in a State (or -in' all the
States,&whichever is greater) would be a fair. measure of an ‘adequate
level of educabzcn.' Of course, there are circumstances in which the
cost of education varies so greatly "from the average that exceptions
. would be merited. Both the minimum LCR's in current law and the use of
State and national average per-pupil expenditures ih computing entitle~
ts under Title I of - the Elementar’y and Secoridary Education Act serve
11}fnprecedents for this measure.

a #

o .

When computing the amount of the service burden, consideration ought to
5\ be given to the extent that the cost of providing an adequate level of
education is-beyond the ability of .a local educational agency. The cost
g of education is the major factor in determlnlng the amount of burden.
164/ Congressional staff have reasoned that heretofor an explicit
statement regarding an adequate level of education has been avoided
for fear that, since the phrase involves matters of judgment, it
might have been construed by some to auza?rize Federal intervention
-in the control of local education, confrary to the other policies
underlying the program. Whether that fear is still justified is a=

e political question and should be decided in the proper forum for

resolving political questions=~the Congress. .

Jorewend
T
-
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Por these reasons the Commission recommends that the law ought to
include an explicit recognition that in determining the amounts to which
local educational agencies are entitled thereunder include a considera-.
tion of an adequate level of education for federally~connected children.

.- B, DETERMINATION-OF THE NET FISCAL BURDEN PLA?EB/UPON LOCAL
. EDUCATIONAL AGENCIES BY FEDERAL ACTIVITIES——
¥ A »
When Public Law 874 was first énacted, theQCongress acted upon an
assumption that there was a net fiscal burden placed upon local educa-
tional agencies by Federal activities., No measurement of that burden
was fggyired except in the case of payments made under section 2 of the E
law.— Instead, the law provided for compensating local educational :
agencies for the Federal burden by the use of a "local -contribution
rate” which was designed originally to make a payment for each -
::jerally-connected child. This payment was roughly edfiivalent to the
unt contributed per child by private property owners in comparable
communities. -
Since pPublic Law 874 was, enacted in 1950, analytical techniques.-in the
field of economics have improved and better data concerning Pederal
activities have become available. Improved techniques and better data
make possible an examination of the basic assumptions about Federal
- burden, ~ N . 7

In order to test these basic assumptions, evidence concerning analytigal
techniques in the field of economics was sought and the availability of
data concerning PFederal activities was examined in order to determine
the feasibility of conducting an economic impact study. During the ’
course of gathering this information, it was discovered that the Nation-
al Planning Association had proposed a contract to the Office of Educa-
tion to conduct an economic impact study. The Office of Education chose
not to fund the contract. The proposal did contain a description of two
models for examining the fiscal effects of Pederal activities on locali-

. « ties: one.was a case study model and the other used an aggregate method
for local educational agencies in general.

165/ Material included on pages 151-170 dnd G2-G3 of this report has
"been published, without the Commission's authorization, as an ¥
article in the 1981 sSpring issue of the Journal of Education
) Finance. No part of any section in this report can.be attributable
/) : to any.particular member of the staff ofighe Commission.
- 166/ Section 2 of Public Law 874 provides for payments to.local educa-

5 tional agencies that administer school districts in which substan-
tial real property has been acquired by the Federal Government;
payment 1is provided if that acquisition has placed a substantial ; -
and cbntinuing financial burden on those agencies for which there
is no substantial compensation for the loss of revenue by increases

" in revenue from Pederal activities..No means has been devised by
the program administrators for measuring either the loss.of revenue

<. resulting from Pederal acquisition of real property or increased .
revenues resulting from Pederal activities. « 3
[ s ‘
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On the basis of the concepts underlying the case study model, the
Commission developed “a model specifically designed to determine the
effect of Federal activities on the finances of local educational
agencies..

The economic impact study conducted by the CommissH%g/attempts an
intensive, sophisticated evaluation of the fiscal burdem—— and benefits
received by 1local educational agencies. from Federal activities which
affect them. This evaluation is based upon_.a measurement of the effect
of Pedera) activities on the revenues and the _expenditures of a local
educational agency, compared with the effect on those revenues- and
expenditures of the site had it been used, or were the site to be used,
for other purposes.

In order to measure these effects, the Commission has developed an
economic model that determines the effect on expenditures and revenues
of a site affected by Federal activities and the effect on those expen-—
ditures and revenues of that site had it been subject tp alternative
use. The two determinations are compared with respect to a single site,
and if the expenditures exceed revenues under current use by a greater
amount than any excess of expenditures over revenues under alternative
_use; the model indicates a federally-imposed burden; if the excess of
expenditures over revenues under current use is 1less than would have
been the case under alternative use, the result is a benefzt.

Expenditures unde: current use are determined by multiplying the number
of children in attendance at the schools of a local educational agency
as the result of a Pederal activity by the average per-pupil expenditur
determined for that agency . ) %@
The number of children in attenddnce at the schools of a local educa-
tional agency as the result of a Federal activity is equal to the sum of
. the .number of schoolchildren of persons employed on the base and the
number of children of- employees whose jobs were induced by the spendzng
of R&ig employees, and their families. The number of .induced employ-
ees—~ is determined from the use of an employment mu1t1p11er that
calculates the nop-Federal employment in a community resulting from
spénding by famzlzes of base employees. Y -

z

The pe;-gupil expenditure for a local educational agency is determined

on the ba51s of average per—pupll expenditures zn the State xn which the .

s 5.

}§Z/ Ig this section of thzs chapter the term;'burden“ ‘describes a
‘'mathematical ‘measurement made by the application of the economic
- model to the facts relating to the particular local educational
agency in question. That term does not reflect, in any way, the
concept of "adequate level of education" which is included in the
-meaning of the term "burden”, when used elsewhere in this report.
168/, "Induced" refers to thdse employees (as well as their schpol-
children and income) in the commercial sector who were hired to
accommodate the .spending of base employees. These employees are

the résult of the "multiplier effect;; .

o

Mg




»

-153- .

-

local e&ucaﬁ@onal agency is lagated and the welghted average of per-

Department=of Education or the spective State education departments.

pupil expén%ztures in comparaple school districts approved by the:

Revenues aﬁfhcted by Federal act vities are determzned by calculating
the Federal‘%ontrzbutzon to four primary sources of'revenuet residentiai
property taxes, commercial. property taxes, State=aid for 1oca1 educa-
tional agencies, and mzscellaneous 'other' 1ocal revenue,

Residential property tax revenues are calculated by multiplying the
residential "property revenues in the local educational agency by the
percentage of reslde?§§71 income in the district comprised by the income
of base-attributable— empioyees. . .

Commercial property tax revenues are calculated by multiplying the total
commercial property tax revenue in the district by  the percentage of
consumption in the district that is attributable to the base.

State aid for local educational agencies is affected by Pederal activi-
ties "because most State aid payments take into consideration the as-
sessed valuation of taxable property and the number of children in the
district 8f a local educational agency. When propesty is exempted from
taxation or when the number of children increases, the average per-pupil

.assessed valuation decreases and the .amount of "State aid trzggered by
To determine the amount of State @aid attributable .

the base inéreases.
to the base, the model inserts into the State formula the amount of as-
sessed valuation associated with the places of feszdenca, empldyment and
shopping of base-attributable employees and the number of Sbhoolch;idren
associated with these employees. . .

Imp‘zcit in this calculation is the "fact that the true measure of any
Pederal burden on a local educatidnal agency is not achieved because
State aid programs do, to some extent, pay the cost of Péderal activi-
ties. The model does not attempt to determine whether the States

‘themselves have a net fiscal burden as a fBsult of the Pederal presence.

No method for measuring the fiscal benefits received by the States from
Federal activities has been devised, nor has a means for determinifg how
any such theoretical ‘benefit accrues to a particular local educational
agency been devised. ~ -

=

I!un

The Pederal contribution to miscellaneous "other™ local res®nue, which
includes local income taxes, fees, and charges, is determined- by multi-
plying total "other™ revenue in the district by the proportion of income
or, population (depending on whether the tax is a function of income or
pqgulation) comprised by base-attributable employees.

169/

"Base-attributable” refers to the sum of "“base-connected” and
"base-induced,” and applies to employees, their incomes, their
gchoolchildren, and their families, It also applies to the expen-
ditures and revenues of the local educational agency that have been
accoggted for by base-attributable families., BAlso, See note 170,
infra. -
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The same procedures are used to calculate the flscai effect of alterna3
tive use of the site, except that Judgme;is are exercised as to what the
alternative’ use would have been.- Alternative usé is determined on the
basis of, local experts' projections about how the base site would have
been used had there never been a Federal Ppresence.  When the Fedtral
installatlon.was established before World War II, however, this alterna-
tive use is determined on the basis of how the site would be used if the
Federal base were to close.,

-The Commission' s economic impact study measured the effects of military
bases on four local educational agencies: Bellevue School sttrlct,
in Bellevue, Nebraska; Douglas School District, in Box Elder, South
Dakota; ‘EscamBia - . County School bistrict, in Pensacola, Florida; and
Chambersburg Area School bistrict, in Chambersburq, Pennsylvania. The
mllitary bases affecting these districts are, respectively, Offutt Air
Force Base, Ellsworth Air Force Base, the Pensacola Naval Air Station,
and Letterkenny Army Depot. The following chart shows these relation-
shxps- .

-

School District - Town Military Base

Fi . * -
Bellevue, .NB Bellevue Offutt Air Force Base
Douglas, SD ) Box Elder Ellsworth Air Force Base
Chambersburg, PA Chambersburg Letterkenny Army Depot
Escambia Co., FL Pensacdla Pensacola Naval Air Station

»
1

70/

, , 1 .
In all four districts, base-connected childrem—— constitute at least
20 percent of the total number of children in average daily attendance

- at the schools of the local educatﬂeﬂi; agency. Two of the districts,

Bellevue and Douglas, are "Super A"—— districts, where over 20 percent
of the children in attendance are the children of m111tary employees
living on base. A th% Q/distrlct, Chambersburg, has a large number of
civilian *B" children,—<the children of civilian base employees living

.off base. Escambia Counﬁxs/the fourth district, has’'a substantial num-~

ber “of both military "B"—and civilian "B" children--all the chlldren

of employees living off base.

170/ Base-connected children are those who live with parents either

.living on, working on, or both living and working on a military

base. There are two types of base—connected children: an "A"

chila livegs with a parent who .both lives and works on a m111tan$

_base; a *B® child lives with a parent who either 1lives or works

(but does not do both) on a military base. Base-connected pupils

do not include those federally-connected pupils whose parents live,

work, “or live and work, on Pederal installations other than mili-

tary bases. =z -

171/ "Super A" districts, as d%ﬁ;ned in §3(d) (1) of Public Law 874, are
those districts where 20 percent or more of the pupils enrolled in -
school live with parents who both live and work on Federal property.

172/ Civilian "Bggchildren are those who live with a non-military parent

f_Tives, or works, but not both, on Federal property.

73/ ‘Military "B" children are those who live with a military parent who

¢ . does not 11ve on Federal prdperty. .

¥ -
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The followznq table shows the composition of the base—conne d pupil ‘
population 1n=these districts: . ' "

Number of Total Base—Connected (B-C) Chzldren,
3 Dzstrzcts, 1979

(figures in parentheses show. percentage . . .

. - of total average daily attendance)
Total ADA B-C ADA § A's # Mil B's |4 Civ B's |
[Bellevue 9,191 (100) {6,005 (65)[3,256 (35) |2,258 (25Y 490 - (5)¢
Douglas 2,584 (100) | 2,037 (79) 11,808 (70) 141 ,(6) 88 (3)
tEscambia Cou 40,907 (100) | 7,617 (19) 713 (2) 13,324 (8) 3,580 (19)
Chambérsburg 5 346 (100) 1,692 (20) 74 (1) 42 (1) 11,576 (19)

Source' SaFA

Results of Economic Impact Study. The Commisé&qn's study revealed that
all four local educational agencies suffered net financial burdens in
1978~79, “The results and each'%;cal eq957tlonal agency's Public Law 874
entitlement accounted for by th base— are summarized in the follow-

ing table: .
- Burden Entitlement Accounted for
- (,- School District (Million $) by the Base (Million §)
- § -
Bellevue . $6.2.to $6.4 $6.0 *
Douglas - T $1.5 to $1.6 ) = $1.9 ;
‘Escambia Co. $0.7 to $0.8 = . $3.2 '
Chamber sburg " $0.6 to $0,7 T 80.7 . -
Sou:ce of entitlement data: SAFA? - ’ T — o 2

The most 1mportant conclusions to be drawn from these findings are the
following: ‘ -

s
-~ -

<= ALL THE BASES IMPOSED A BURDEN'ON THEIR RESPECTIVE LOCAL EDUCATIONAL

*AGENCIES.. o .

*a

174/ Under Public Law 874, the amount of Impact Aid a 1qpa1 educatlonal

agency teceives is based on a figure kndwn as that “¥gency's "enti-

. tlement." Trhe entitlement is determined by multiplying a weighted

~ numbér of federally—connected children by the. local cnntrxbutlon
rate (LCR)--an approxlmatiOn ,0f the peg-pupzl expenditure that’ .
would have been paid from local property. tax. ravenues had ‘those )

revenues not been reduced by Federal activzties. i : -7

~
EN

The Public TLaw 874 entitlement accounte§~for by the base is that

portion of a local educational agency's entitlement that has been

triggered by pupils whose parents work on the mzl}tary base. A
. - - locaY educatlonal agency s total-entitlement- is' & function of -all
" its Federal act1v1t1es, not Just the military base.
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-- THE "SUPER A" DISTRICTS, BELLEVUE AND DOUGLAS, SUFFERED THE MOST*
SEVERE BURDENS. , S ) ’
' == IN THREE'OF THE FOUR CASES, THE WURDEN IMPOSED BY THE BASE WAS
COMMENSURATE WITH THE IMPACT AID ENTITLEMENT. :

Al

>

¢

.. Analysis. The factors unde}lying the Commission's reBults.were the
\ following: x : A

[
2

1) EBach lecal educaticnal agency suffered a burden., All four agencies
were burdened because the total revenue attributable to militarg/base
employees failed to compensate for the costs imposed by these employees.

. This revenue shortfall resulted from insufficient Federal contributions
to property tax revenue. In other words, property tax revenues ttrib-
utable to base employees failed to cover the local share of thelz:sts of
educating the- employees' schoolchildren. The evidence implies that the

. burdens did not result from shortfalls of other revenue: bage-attribut-
able employees triggered mogre State aid than other employees in the-
district and contributed as much#miscellaneous "other™ local *xevenue.

- 4

Three of the four States in the study contributed more aid per child to

, - the_agency studiedrthdnftheygdidrlongaverage, to oth§§~agencies—in~qpe - -

State. 1In thése three ‘impacted districts, thé State's per-pupil contri-
bution was over 13 percent higher than the State éveraie.

State aid was higher to the impacted districts becadsg the State formu-
las increased aid as. a district's assessed, valuation decreased and its
‘ number of pupils increased. As a result, the lower per-pupil assessed
valuation of impacted districts triggered more State aid for those
(\ disgricts, T ) o

the base-attributable children within the district was higher than for
non-base-attribytable children., fThis is because the assessed valuation
associated with" each base-attributable child was lower tha® for each
. non-Base-attributable child. The assessed valuation.of base-connected
"A" children consists'simply of their families' contri ion to commer-
cial property tax revenues; the assessed valuation associated with "B"
I . children includes their families' contributions to residential and com=-,
mercial property tak revenues. # Unlike non~basé-attritfmtable children,
there is rfo assessed valuation associated with the place of employment °
of the parents of base-connected children. Consequently, more State
aid, which increases when' assessed valuation per pupil decrdases, is
triggered by base-connected children than by non-base-connected chidren. r
' . *
amountjgf State aid per pupil provided throughou€ the States and to
. the "districts studied and the amount triggeréd by base-attributable
pupils and non-base-attributable pup{}s in the districts gtudied is

shown in the following table: -
‘ \ . ’,. o . , \ . '
v . g

BT * B A 2

AN

= -\
Furthermore, in all four districts studied, the State share of costs for, N

\Y
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- Staté.ContributiQn
- tricts, and Base-

to General Fun? Revenpe” for Ehe‘Statesx, ﬁ'i_s-‘
and Non-Base-Attributable Children, FY 1979

State Aid*

. State ~
a (million $) DDA 3id/ADA
. | Nebraska. $95. 1 ' 278,808 $341 .
) ,Bellevue 5.1 ] 9,191 555 y
.| Base-Attrib. 3.8 - 6,168 613
" Non-Base-Attrib, 1.3 3,023 438
N\ - South Dakota . 31.8 129,955 244
Douglas . 1.2 2,584 482
Base-Attrib, i 1.0 2,054 482 .
[ Non-Base&Attrib. +0.2 530 482
* Florida 1,305.3 1,438,655 911
I Escambia County 42.1 40,907 1,030
Base-Attrib. 11,2 10,017 1y 117
¢ * _Non-Base-Attrib. | . 30.9 30,890 1,002
Pennsylvania 1,644, 1 1,856,400 * 875
Chambersburg 6.4 - 8,346 766
-, —Base-Attribi—| - P —+ - 2,093 '825
N Non-Base-Attrib. 4.7 6,253 745
- . K I’ <
* Figures rounded for clarity..
. Source: State education departments. . '

b 14 | .
The local share of per-pupil expenditures in the four districts was paid
from property taxes and from miscellaneous "other" sources of revenue,
- 'which included local income taxes, employee taxes, per capita taxes,
intergst income,  and school lunch revenues. -7 - -

The data sugggests that employees attfibutable to-the base coﬂirjbuﬁed
as much to these miscellaneous "other" local.revenues ag did non-base-
attributable employees in the four impacted districts. The following
table shows the amount of ®"other®. local revenue contributed by base-
attributable and non-base-attributablé eémployeesg, the number of children
connected with both groups of employees, and the amount of "other" local
revenue associated with each child in the two categorjes:

=

h Y
Misce neous "Other" Local Revenue sociated with Base-Attributable ‘
) (B%) and Non-Base-Attributable ((Non B-A) Childreh, 1979
*Other" lLocal Reve-— ' ADA "Other" Local
nue (thousands §) Revenue/ADA
B-A Non B-A B-A Non B-A B=A { Non B-A
Bellevue . $412 $203 .| 6,168 3,023 $67 $67
Douglas 84 18 2,054 530 41 33
Escambia Co. 576 1,731 10,017 30,890 . 58 56
Chambersburgl 522 2,126 2,093 6,253 249 257

Source: The local educational agencies studied.

-
~
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The amount of miscellaneous "other™ local revdnue associated with each
base-attributable child is virtually iHentical with the amount associ-
ated with each'non-base-attributable child in all four school districts.
Base employees' contributions to "other®” local revenue appear to-be—the—o

same asS non-base employees!

nature of these local taxes, fees, and charges.

ous "other"

contributions,

This is so because of the
Most of the miscellane-

sources of revenue in the local educational agencies studied

were a function of populatio
imposes a_local income taw tha

and number of children; .

Chambersburg

is proportionate to income. Both-the in-

comes of base-connected employees and the number of children associated
with those employees were no less—-and usually were higher-~than the’
incomes or number of children of non-base families in the ur local
educational! agencies. The revenues proportionate to income. and popula-

r o tion, therefore, do not differ between base ‘and non-base emp?oyees.
Thus, does not appear that-the Federal burden is caused by failure .
of basigemployees to pay their share of miscellaneous "other® local
revenues,

Because the State share ofs the costs of base-connected children is far
above the ndrm, and base-connected families pay as high a portion of
‘miscellaneous "other" local taxes as do non-base families, the’property
tax is the only source of revenue to which base employees could fail to
‘have contributed the same share paid by non-bage employees. The follow-
ing table seems to confirm the suspicion that insufficient property tax
contributions by hase families resulted in the revenue shortfallZin the
four local educational agencies studied. The table shows the property -
tax revenue contributed by base-attributable and non-base-attributable
families and the number of children associated with these families in
the four local educational agencies. The pesults are as follows:

Property .Tax Revenue (PTR) Associated with Base-Attributable
(B-a), Children and Non-Base-Attributable (Non B-A) Children, 1979

[ .
PTR (million $) ADA i PTR/ADA’
B-=A Non-B-~A B=A Non-B-A B=3 Non-B-A
Bellevue $1.04 $2.31 6,168 3,023 $169] $764
Douglas 0.11 0.25 2,054 530 a54 480
Escambia €o.| 1.99 12.43 10,017 30,890 199 402
" Chambersburg| 1.25 4.65 2,083 6,253 597 744

Source: S@FA,‘Iapal educational agencies.

The results show that the prgperty tax revenue associated with each
base—attributaq;e child is sufstantially less than the revenue associ-"
ated with each non-base-attributable child in all four cases. This data,
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when considered with data on' State contfibutions and miscellaneous
"other" sourtes of loca revenue, shows that the burden in the four
districts is the resultt_a shortfall in the contributions of property
tax revenue from base-attributable employees. Because the model con-

sidered property tax payments associated with employees' place of *

residence, employment, and shopping, it is likely that the Commission s

result stemmed from the _property kax exemption of mllltary base proper- .

Pl

ty, including on-base residences and commercial establishmfnts.

While the tax-exempt status of the base appears to explain .the differ-
ence in per-pupil property tax ;ontributions from base-attriputable andyg

non-base-attributable families, it seems arguable that'a sufficiently

- high property tax<‘rate applied to the taxable property in the district

Though the

could yield enough revenue to cémpepsate for the difference.
3mt data

economic impact study did not exarmfine ‘local effort in detail,

collected for the study does pot appear to support the conclusion that .

burden results from insufficient lodal effort. The following table
shows the per-pupil taxaq&e wealth and the local tax.effort of the four
districts studied and of the States in which they are located

- 1
a

A Taxable Wealth and Tax Effort for the Districts \
and Their States, FY 1979

[\\ ! Assessed ) ] e
. Valuation/ADA Mill Rate . ’ :
. v : ‘Bellevue $ 8,836 42,59 -
T Nebraska 30,669 47.61
: * AGRIC./NON-AGRIC: |
Douglas 3,555 26.00/42,00
South Dakota 35,279 NA/36.84
' Escambia Co. 46,266* 8.00
° Florida 82,058* L 7.89
"7 | chambersburg 47,816+ 20.90% '
‘ Pennsylvania 49,316+ |, 23.504 -
. Source: State education departments,

‘

* Florida Department of Education data on fﬁll—time equivalent students

(FTE), converted tc SAFA definltiOn of ADA using 1978-79 data from

SAFA.

I

- - . e

+ Represents market value per ADA.
t Represents equalized mill rate.

r

a

The table shows that " the per-pupil asgessed valuation in the impacted
, districts is, in all cases, less than 'the _average in the respective
States. Assessed valuation per pupil shows the’'value of taxable proper-.
ty available to finance the cost of educating é%ildren in a district.

L

i
-
3
. -

s
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* It is a good measure ol wealth because it, reveals the revenue-raising
potentiald of an agéncy in relation to its expenditure needs. #The
per-pupil \assessed valuations in theg"Super A" dlstrlcts, Bellevue and
Douglas,,are fat below the average in the respective States; in neither .
case is the per-pup11 asgessed valuation as high as 30 percent of the e
State average. 1In Escambi} County, the per-pupil assessed valuation ig ®
only 56 ‘percent of the St te average. Only Chambersburg, where ‘per-

" pupil assessed valuation .is 97 percent of the State average, dogg the
flgdre for: the impacted district approach the State average.
- 1
~The»other category in the table, the local mill rate, shows the tax
effort of sthe four agencies. Two of the four agencies--Douglas and
- Escambia County-—-are taxing at’ the highest rate allowed by State law;
thé other two-—Bellevue and Chambersburg--are taxing at a “rate lowér
than the State average. Because Bellevue's per-pupil assessed valuation _/
: . is so far below the State average, however, boosting Bellevue's tax
effort to the level of the averagé‘effort in the Staté 'would probably

4

not provide a great deal of property tax revenue.

Of the four districts

studied, only in Chambersburg does
effort to the level of the average

appear that an increase in local
ffort in the State might make a

substantial difference in !compensating for - thé property tax shortfall

ffomAbase-attxzbutable families.-

~—— R

[}

ZY The *Super A" districts suffered the most sevire burdens.

The local .

educational agencies suffering the heaviest burdens we e Bellevue and
- : Douglas, the two agencies studied where over 20 percent of the children -~
were the children of military personnel who both lived and worked on
"base. .Bellevue suffered a burden of $6.2 to $6.4 million ahd Douglas a
' burden of $1.5 to §1.6 m11110n in 1979, both substantially higher than
the Burdens incurred by the other two agenc1és. Thetburdens per base- R
attributable child were also substantlally higher in these two dis-
tricts: Bellevue's burden per child was $1,049, the highest of all the
. districts, and Deuglas's was $760, the second ighest. These latter
o results show that the burdeq‘gzggociated with each base-attributable
child was highest in the districts where the proportion of "A" children

was highest.

.

This-pattern is .the result of the fact that .base employees living on
base contributed less to property tax revenues, on average, than did
.employees living off base. On-base employees not only paid no taxes on
their residences,’ but were more likely to shop at.the tax—exempt commer -
cial establishments on base. Consequently, the property tax per pupil
paid by base-attributable families was lowest in Bellevue and Douglas, -
the two "Super A™ distrigts.

.
‘

The following table shows the styly's estimates of burden per base-
attributable child and the property tax per pupil paid by base-attribut~
dble families in the four districts studied: ’

[l ’

"
N
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- * . ¢
~3r~8urdengis~cohmensurate"with*entitiement’iﬁ“thréé‘éf’faﬁt‘Eééés(é§§ﬂ5

" dren,—~ The ICR is an aﬁproximation,of the expenditure per pupii which’

. hot’ been reduced by Federal activities. The per-pupil expenditure

- f children: an "A" child lives with a parent who both lives and works

Burdens and Base-Attributable Property Tax Revenues
(B-A PTR) Per Base—~Attributable Child (B-A ADA), 1979

pe——

. Burden B-A.PTR @ B-A Burden/ PTR/ —~

b “(million $) (million §) aADpA - aDa* ADA ..
Bellevue ° $6.2-6.4 $1.04 . 6,168 §1,049  $169 N -
Douglas. * 1.5=1.6  °, 0.11 2,054 ~ 760 55 ¢ s
Escambia Co. 0.7-0.8" 1.99 . 10,017 .99 199 h
Chambersburg ' 0.6-0.7 1.25 2,082 . 1385 597 )
_*‘tomputed using Ehe midpoint of the-burden, -
Source: SAFA, local educational agencies . ‘ <! 1

-~ . N

The data in the table‘sgow that the ove;éll burdens and the burdens per
base-attributable child were both highest in the "Super A" districts, )
and that the property tax contributions per child from base-attriputable ‘ -
families were lowest in the "Super A" districts. Thesge results suggest , .

that Public Law 874 is correct in assumind "that the families of "A™

.children impose a greater burden on local educational agencies than do ]
the families of "B™ children. . - : . ) &

, \ - (

3 s 3
=1lhe

study found that the size of the burden imposed by the military bases
was within 20 percent of the Impact Aid entgtlemeni in three school
digtricts: Rellevue, Douglas, and Chambersburg. Only Escambia County's
burden did not approximate its entitlement: the- burden in Escambia
County'was substagtially less than its entitlement, Y

. it . t .,
Entitlement’ under ‘Public Law 874 is the product of the local contribu- .
tioh'fﬂﬁg (ICR) and the weightéd number of federally~connected chil- N

would have been paid frqg_lo&al-ptopérty tax revenues had thosé revenues

figure is either a weighted average of the per-pupil expenditures of
five comparable local educational agencies in the State, half the State »
:average per~-pupil expenditure, or half the national average per—pupii’gk
expenditure, whichever is highest. .

175/ 'Féderally—connectgd children® are those who live with parents \\
* - either living on, 'working -on, or both living anhlworking on,

;Fedegal property. There are two types of federally~connected

on Federal property; a "B" child lives with a parent who either
lives or works (but does not do both) on Federal property. nges-
ally-connected children include base-connected children as well ‘as

.

children whose partents live, or work, or both live and work, on ' .

H

FfFederal.Lnstallations other than military bases.

M“ﬂ
4
!
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The weighted number of federally-connected children is determined from
( the different weights assigned by .statute' to each category of federally-
connected child. These weights-~in the form-of percentages--are de-
signed 'to reflect the relative property tax burdens imposed by, the

families of the various categ?ries of childrenhr_Thé for@ula pultiplies‘ .

‘each percentage by the number o£~federally-coqgectgd children iq&that v
- category to find the weighted number of federally-connected children.

L

The size of the burden found by the Commission was commensurdte ‘with the .
district's.entitlement in three of the four casea for both the following 3
. reasons: * ’
’ . ‘,,
~ - : . .
"o The discrepancies between the data used by the Commission and by the -
Public Law 874 formula offset each other. <These discrepancies oc-
~curred in the detefmination\of local, contribution per pupil ("local
: contribution rate")| in all three cases., 1In aaditimn, when'ﬁurden was
commensurate with entitlement, discrepancies.between the Weighted .
number of Pupils also occurred in the cases of Chambersburg and
Escambia County,.where the weights assigred by formula to the number
of federally-connected children did\ not - reflect theg CommissSionts’
. ' - estimates-of these families' contributiqn to local revenue. )
.
S ¢ ‘The variables used by the entitlement formula to estimaté the — —
property tax burden were, for the most part, the same factors that the
Commission found determined burden. The econchic impact study, found,
in its four case’ studies, that these variables-~the number of chil-
. + dren, the per-pupil expenditure, the IBcal share of education costs,
;o . and the rellative contributions of different types of base families---
were “ the st important in determining burden. They collectively
. ) explained most of the shortfall in property tax revenue from Federal
sources. The only variables that the Commission considered that were
not taken into account by the entitlement formyla were the fiscal ef~
> fect of alternatiVe use of the base site, and employees' contributions
. to commercial property taxes and miscel}aneous 'ot@er' lqcal.revenue.'

A . ! . » : o ‘ N
K 'Discrepancies‘invbatéi Discrepahcies between data estimated by the . ‘
Commission and by the Public Law-874 formula appeared in three figures:

) per-pup&k—e*pend%tufesrilocal share, of expenditures, and the weights :
/ N\ .assigndd ' to the different types of federally-cohnected children. The ,
%_ per-pupil expenditure figure used u?der Public Law 874 is two years old, N P
. but it includes Federal categorical®aid to the local educational'agenqy. ) ) -
The Commission study extracted Federal categorical funds from the Public ° ;
Law 874 figure and updated the two-year-old data. The Commissdon
N ) - removed Federal categorical aid from'consideration of both expendftures
and revenues begause the Commission's intent was to examine the Féderal ,
impact on current expenditureg over which the local educational agemcy

| : .

’ has discretion. The study was designed to be-consistent with Public-Law
874, which reimburses local g¢ducational agencies on the basis of current . v
expenditures., N B . . . .
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The Commission's estimates of Pper-pupil expenditure exceedgd the per-
pupil gipenditure data used under Public Law 874 in three of the gour
casesy’ The inflation in education costs between 1977 and 1979 that the

J . Commission's figure tured more than made’ up for the amount of Federal
.. categorical. funds included in.the figure used under Public Law 874, but
. " excluded from the Commission's figure. Escambia County was the only

h exception; the per~pupil expenditure figure applied under Public ,Law 874
. was ‘higher than that found by the Commission because Escambid County
( used the national average’ per-pupil expenditure in determining LCR.

The local share of education costs was ‘Getermined upder Public Law# 874
from the 10dal share of costs in comparable districts. When the local
educational agency chose to use one-half the State or national average
to determine its 'LCR, the statute aspumed that the agency contributed
half the share of its education costs. In each of the four cases, the
study estimatéd a local share lower than( that determined under the
Pablic Law 874 formula. This discrepancy occurred because' per-pupil
contributions- from State aid were invariably higher to federally-
impacted dgencies than to non-impacted agencies., Moreover, the study
detérmined that, base-connected children, triggered more State aid than
did non-base-connected children in the four impacted districts. Becapse

-

aw 874 formula, the
loca} share of these costs was lower in the CommiSsion model than they
were under the formula. : .

T the Commission found the State contribiting a highg: share of the costs

¢
.

" The combination of the Commission's higher per-pupil expenditure figures
*and lower local share figures resulted in local contributions:per-pupil
for Bellevue, Douglas, and Chambersburg that were close to the local.
. " . . contribution rates deta{m}naq under Public Law 874 for these districts.
In Bellevug and- bouglas the local contribution per pupil figures were

within 15 percent of their LCRs, as determined-by the Public Law 874

" formula; in Chambersburg, the local ekpenditure per.pupil was within 27
percent of LCR. In Escambia County, however, local contribution per .,

pupil was 62 percent below LCR. o

/ The differences in per-pupil expenditure, lofal share, and local contri-
bution per pupil between the Commission study and the Public tLaw 874
,  formul2 can be seen i/ the following: ‘
ya % - + .
Comparison of thé FigureSfdQed by the ission and by P.L. 874
to Compute Local Contribution Per Pupil and ICR, Respectively
Pgr Pupil Expend. Local Share, Local Contribution Per
(PPE) (LS) __| Pupil/ICR (PPE x LS)
’ Comm.* | PL 874 Comm.+ | PL_874 Comm. | PL 874
Bellevue $1,772 | $1,568 .66 (.81 $1,152] $1,272
Douglas . 1,317 1,273 64 177 843 975
Escambia Co.| 1,414 1,560 21 .50 297 ] 780
Chambersburg| = 1,972 1,775 «58 «50 1,144 888
Lo Average of State average and comparable districts' average expendi-
4 tures For fiscal year 1979. . .
+ Study's+estimates of non~State share of costs of base-attributable
children. ‘
g v ]
. L~ )
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In Bellevue ind Douglas, the 'Conmission's local contribution per pupil
figures were comparatively close to the Public Law 874 local contrjbu-
tion rate .because the discrepancy bBetween the per-pupil expenditure

higher per-pupil expenditure and lower local share figﬁre;ﬁyielded[a
product of approximately the sahe amount as the ICR." -

=S

Chambersburg's entitlement was Eogmensurate with the study's determina-
\tion of its burden despite a 27 percent difference between the Commis-
sion's local c0ntrib%;ion per pupil and the LCR. The Commission's local
contribution per pupil figure was higher‘ because both the per-pupil

expenditure and the local share figures used by the Commission were ,

higher than the corresponding "figures *applied by the Public Law 874
formula - (Chambersburg uses half the State average per-pupil expenditure
as its ICR). The Commission's estimate of burden’and the Public Law 874
* entitlement were still comparable, however, because the Commission
considered base employees'' contributions to commercial property tax
revenue and to miscellaneous "other" local revenue while the formula did
not. In addition, the Commission's .estimate of the residential property
tax revenue contributed .from base employees was probably higher than
sthat estimateg by the P?blic Law 874 formula. ’ .
\ -

The Commission's

“The weights in the entitlement formula teflect the assumption that

property tax revenues derive from places of residence and employment
alone. Employees living on-base are assumed to contribute no propearty
tax revenue, and military employees living off~base are assumed to
‘contribute revenue only through their residences. The Commission study,
however, estimated the  commefcial property tax contributions of all

- base=-connected employees living in the county. The per capita commer-
cial property tax contributions of base employees to Chambersburg were
the highest of all the districts studied both because the vast®majority
of base employees were civilian and because Chambersburg was the tommer-
cial center of Franklin County. In‘addition, the miscellaneous "other"
local revenues-~especially from local income taxes—-were expecially high
in Chambersburg, constituting 25 percent of -locally~raised revenues.
Civilian base employees, like all residents, contributed to these
revenues., Finally, the weights in the Public Law 874 formula.assume

« that residential property tax contributions from base employees amount
to 50 percent of the, property tax contributions of non-federally~
connected employees, The Commission did not rely on ‘this asgumption and
instead estimated residential property tax revenue on the. basis of
residents' incomes. Since the average income of base emplpyees was
$18,000 in 1979--$6,500 higher than the average salary of other county
employees~-the Commission's method would have yielded a higher residen-
tial properyy tax contribution from base employees than from non-base‘
employees. -

The Commisgion's approach to estimating property tax contributions-~both
residential "and commercial--from base families in Chambersburg led to
higher estimates of the‘revenue contributed by these families, K then did
the assumptions reflected in the weights “of the Public Law 874 formula.
, These additional revenyes served to baldnce the Commission's higher

-
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local contribution per pupil by lowetiﬁg the burden found by the Commis-
sion model, yielding an overall burden commensurate with Public Law 874
entitlement. (In Bellewde and Douglas, in contrast, base employees'
contfibugiovg .to commercial property tax reyenue and miscellaneous
"other™ local revenues were relativelyfkmall and their salaries more in

line with those of.non-base employees.in the area.) ',

In Escambia County, the Commission's determination of burden was sub=
stantially lower than the Public Law 874 entitlement as, a result of
Escambia County's use of half the nationgl average ﬁer-pdﬁ?t*equndﬁture
to determine local contribution rate. The nat%ional average per-plOpil
expenditure was over $100 higher than the Commission's, per—pupil expen-
diture figure, making Escambia County the only district studied where
the per-pupil eprhditure under Public -Law 874 exceeded the figure used
by thé Commission. ° Far more important, howevers was the fact that the
Commission's estimate of they local share of basezattributable expendi-
tures in Escambia County was ‘substantially less than the 50 percent
assumed .by the entitlement formula. The Commission found that the State
paid for 79 percent of the education cost of base-attributable school-
children in Escambia County--2 percentage points higher than the
portion provided by the formula. The comparativegly lirge State contri-
bution to Escambia County revenue reduced the local ‘Share of revenue.
Thus, both—the Commission's per-pupil expenditure figure and its local
share figure were lower: than the figures used under, Publi¢ Law 874. As
a result, the Tommission found a burden far less than Escambia County's
entitlement., ' ) ) py

In Escambia County, as in Chambersburg, another factor contributing to
the relatively low burden yas the discrepancy between the weights
apﬁlied by .Public Law 874 to thé number of federally-connected children
and the welghts that’the Commission would have determined from the data
it used.” This discrepancy was fairly substantial in the Escambia County
study; as a result, the Commission model attributed ‘more local revenue
to “pase employees than the Public Law 874 mogel did. The reasons that
the discrepancy occurred were the same for Escambia County as for

‘ChamberSburg: the commercial property tax Gontributions of base-attrib-

utable employees was relatively.,high; the amount of miscellaneous
"other™ local revenue~gontributed by base-attributable families was also
relatively large; and'the incomes of base employees were subséantially
higher than the incomes of non-base employees in the area.

The per’ capita commercial propefty ta&‘contributions of base-attributa-
ble employees to Escambia County were the second highest of all the
districts.studied, The reasons for this were twofold: Pensacola Naval
Air Station employed a highér perceptage of civilians than did any other
base but Lettérkenny in Chambersburg; and Escambia County, especially
the city of Pensacola,.was the commercial center of the Pensacola
Standard Metropolitan Statistical Area (SySA).' In addjtion, miscellane-
ous "other” local reyenues constituted 14 percent Of locally-raised
revenue, a-.proportion gsecond only to Chambersburg; base employees, like
all residents, confributed to thegg revenues.

.
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Finally, the Commission's study estimates residential property tax -
contributions on the basis of residents' income and not on the Public
. *,Law 874 assumption that base employees! residential property tax pay- -
. ments amount to 50 percent of overall property tax contrihutions from o
: fon-base empioyees. Because the average income of base employees was
© $15,000 in 1979--$3,000 higher than the average income of other SMSA ' - X
employees-~the Commission's approach would have yielded a higher resi- o
dential property tax contribution from base employees than from non-base
~t employees '

.
. i 0

Variables the Formula Prove to Be the‘Key Fact&rs in Burden. ,In each
of the four' case studies, the variables .applied Iby the Public Law 874 .
N formula largely explain the results. found by the‘Commission. Those key .

variables--the number of children, the per=-pupil ekpenditure, the local
. share of educational costs, and the weighting of the contributions of

. " different types of base-connected families--were the most _important . N

. components of, Federal burden in the :four districts studied. This was

-d true despite the fact that the data used by the Commission for those

N , variables differed from the dqsa used by the Public Law 874 formula.

B .
One factor not considered by the Public an 874 formula that’dié\ﬁlay a .
L ,;,smaLl,,,LQl&J.n _the Commission's results was the. fiScal .effect on. the, ., ¢
local educational agencies of alternative use of the base site. The
Commigsion's intent in evaluahing alternative use was to compare the .
present fiscal impact of the base on the local educational agency with L
- the fiscal impact-that alternative use of the site would have had. This
comparison was essential to a full understanding of the base's impact ’ ‘'
" because thé site occupied. by the base would have generated revenues and '
expenditures for theé local educational agency if the base-had not been '

- egtablished. .

v

gpe study showed that alternative use in three of the four districts
tudied rhad virtually no effect on the .determination of base impact. -
»+ Projected alternative use of the site would have generated just enough
~ [revenue to finance the cost of educating the children associated with
the site in,Douglas, Chambersburg, and Escambia County. Under alterha- 1
tive use, the site would-have provided sufficient revenue in the f¥im of
- property tax revenue, State aid, and miscellaneous "other™ local revenue
"to compehsate for the costs of the children affiliated with the site.
The site would have imposed neither a benefit éor a burden. -

In Bellevue, however, alternatiye use pla&ed a slightly h9r3,£19nificant

role. Alternative use of the base site in Bellevue was projected to be . .
S largely industrial. (See Bellevue Profile,” Attachment II, infra.) The
. local® educational agency would have collected mor¢ revenues from the .
site than it would have paid out in educationalégipenses because the -
e » ‘induk@ry on the site would have contPibuted -a bstantial &mount of

' property tax revenue, while relativgly few of the employees--and their
schooi&?ildren~-would have lived in the distgict. . ‘
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’ - The Commission substituted its own data into éhe'Public Law 874 formula.

.t > to find out just how much of the Commission's results could be explained

! by the variables in the formula. The product of local contribution per , ‘

L pupil (LCR) and the weighted number of base-attributable children ("fed- £

erally—connected"- children in Public Law 874) woeuld be a istrict's - -

R . entitlement. To determine local contribution per puﬁil, the Commission '
used its own per-pupil expenditure and local share figures Jas reflected

in-the chart below). The Commission used the n%mber of base-attributa- -

' ble ¢hildren rather than the smaller number of Ba3e-connected children, X

- }- . 7  though it applied the same weights that were assignied in Public Law’874. ;

*

The following .chart shows how much of the burden was accountéd Sor , by
the variables in the Public Law 874 formula ip each of the four case
. E studles: S

- ~

. ) - A Comparison af Two Burdené:
P . .Thé Burden Arrived At Using Most of the Variables - .
: : " in’'the P.L. 874 Forrtula, and the Final Burden * .

s/ X e .
-~ Local Con-| Weidhted ’ Entitliement Burden | Alternative
tribution | # of B-A~ (million $) (million,| Use surplus
Per Child | Children |{col.! x col.2) $) (miZlion $)

. T , Bellevue | §7,170 4,819 85, $6. $0.5
Douglas 843 | 1,957 1. -
1
1

. Escambia Co. |- 297 . 5,242
f . Chambersburg 1,144 "~ | 983

6
1
0.
0

-

0.0

« 0.3

R . 0.0

* i M N

. The local contrlbutfon per pupil is comparable to the LCR in Bellevué

T A and Douglas; it is slightly higher in Chambersburg and substantlally
lower in Escambia County. The weighted number of base—attributable
- children is substantially”’ higher for Chambersburg and Escambia County .,
; than the weighted number of basé-connected children determined under the
P Publi¢ Law 874 fbrmula. This is because the_Commission 1ncludes the
'number of induced children in its count, and in Chambersburg and Escam-~
- bia County the number of induced children is relatively high.
» - ' .
The weights used by the Commission in ,this chart are the same weights
that the Public Law 874 formula uses to ‘estimate entitlement. When the
' . . Commission-determined, entitlement, plus consideration of alternative
use, still does not equal the burden fouyd by the Commission, it .is
because the weights assigned under Public Law 874 have not taken into

— ~ account the contributions to commercial property tax revenue and miscel-

- " laneous "other"™ 1local revenue, nor have they considered residents!
income in estimating sesidentidl property tax payments of base~attrib=- .
utable families, In Chambersburg and Escambia County, the weights
assigned under Public Law 874 do not correspond witu,the Commission's
estimates. The commercial property ta# contriputions of base-attributa-
ble families to these districts #fe substantial ‘because in both dis- -

= tricts there are a larg§e numb of civilian base employees who’ dQ alll .
their shopping off-base and m¢st of .it within the distriot. In addi- .
tion, miscellaneous "other" IYycal revenues comprise a higher portion of

.
" . . . . . ' .
. . .
.

A
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.locally-rai'sed revenues in these districts than %é the other twp.
Fipally, the differences between the ,incomes of base employees and
non—base employees in the area are particularly ‘sharp in Y¥hese two’
cases. -

L4

5

. s

,_:
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The charb confirms the point tHat the vatiables in.the Public Law 874
formulaLexplain the bulk .of the’ Commission's results in-most of the
cases. ‘'The only variables that the Commission considers that are not
. taken intb aZcount by the formula are alternatlve use, commercial
property taxes, and miscedlaneous "other ", local"revenue.

The Role of Multipliers, # A distingu i

impact m$del is its use of earniﬂ%s

estimate fthe -induced effects of spending by base employees,

)

ing feature of the economic

-2

‘. The model
the area and} ultimately, the local ‘educational agency. The induced
effects are ttiggered by the spending of base employees: the commercial
sector hires employees to accommodate this increased demand for goods
and services, and these commercial sector employees are paid for their
services, fThe newly-hired commercial employees spend part of. their
incomes on goods and serv1ces--purchases that in turn 1ncrease the
demand for more employees in the commercial sector. The process
contiinues until thg’initial‘money paid to base-connected employees has

" increased both the income and the number of .employees in :ﬁe a
The model uses the earnings multiplier to determine .the ameunt Of income
in the area.that is attribufable to base employdes. This base-attriput-
able incéme ‘Dhcludes the personal income of base familie$ and the income
induced by the spending of these ‘families.
then used to determine ,the share of property tax revenue Tthat is ac-

counted for by-base employees. :
The employment multiplier g% used to compute the total number of employ-
ees in the area that is attributable to base employees. The number of
base-attrihgtable employees includes the number of base em 1oyeesﬁ their
working spousesr and, the number of employees induced by the spending of
. families. “The number of schoolchildren associated with induced
////f’—‘-izgioyees living in the district is theén calculated and added to the
number of base-connected children to find the total number of children
that are in the district as a result of the bas€. The number of thoge
base-attributable schoolchildren is then muﬁfiplied by per-pupil Bien—

diture to determine tlie amount, of local educational agency expénditiires
attributable to the base., :

e

- Multipliers are.applied lo the incomes of military™and civi
ees, Non—Appropriated Fund personnel, and employed mflitary dependents.
The size of the multiplier applied to each category of employee is
different because. of the different spending pattern of each. type of

\employee.’ The most important difference is Hetween the spending pate
tenqs of military and civilian employees: civilian employees induce more

.« income and employment 'in the area because they do more of their shopping
in the local ,economy. Not,as much military income circulates. in the

y 7 -
' "35'/;‘
)

1

¢

lian employ-

nd employment multipliers to.

1ncorporétes multfpl ers to capture the secondary effects of the base on -

Base-attributable income is .
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loc9l economy because some Of it is spent at commercial establishments -
on the base itself. ‘Consequegtiyp the civilian multipliers are larger
_—~

tHan the military multipliers, ;

3

2 . y

Ty q?%hé,06@mi§gion relie a range of multipliers developed by the Bgreau
3 ll + of Economic Analysi;Ljﬁs\;Fplied it to each area.. This range 9v?5g9
- - * the gamut of possible muldpliers that could apply to a campunity.— .
’ - . One exception to the Commission's yse of the Bureau of Economic Analysis
multipliers ‘was Douglas Schvol District, where the study's own data
were used to calpulate multipliers, Douglas was treated differently
_ because the small size of the commercial sector in the\NJISEEidt resulted
9 in indqu%/effecgs tha were too small to have been captured by BEA
studiesy— ' ) \ C = :

{ -

e In the Copmigsion model, the multipliers ultimat
effect on the finances o# a 1local educational

t

i
>

il

s

‘hﬁd very little net
ency: in-fact, they |,

offset each other.

THough the sizes of multipliers for different types

, Of employees differed, the

ployment' and earnings multiplier -applied by

" the model to each type of femployee Were of approximately the same size.

This reflects the findings ‘of the Bureau of Economic Aralysis that,thé ‘ .

size of the multipHyay effects on income and employees in an area were

‘of comparable size.——

*

Employment and earnings Bﬁlt

ipliers of similar size meant that the

percentage of baSe-attributqple income that was induced was about the

same as the percentage of base-attributable employees that ‘were induced. .
Base-induced income fesulted in increased pfbperty tax revenue for the
local  educational agency’pecause part of that income was spent ong¢
housing. and .at commercial establishments in the district. However, the
base-induced employees resulted in increased expenditures fo® the local
educational agency because, their schoolchildren imposed education costs.

.

176/ The Commission model used the earnings and employment multipliers
developed by the Bureau of Economic Analysis «(BEA) , Department of

-~ Commerce, for application to military Pases. BEA has achiewed the
$ cégacity'to determfn; military base multipliers for any county in

the country. Earligf¥his year, the BEA methodology was adopted by

the Department g ense .and domestic agencies as the spaﬁdard

é? approach for det¥® g secondary impacts of defense realignmefts.

These Federal agen?

use the BEA methodology for’ economic adjust-

ment purposes.

°

Tﬁé Bureau charges -$5,000 to compute regionéz impébts for each
2 military base. ‘phe Commission chose tor forego this expense and .
apply a range to each area. .

177/ The Commission used data on retail spales {n Box Elder and in the .

general area to compute its multipliers. The original calculations
were made necessary by the facdt that none of thé establishments
purchased any of their intermediate’ goods from other stores in the ¢
district. (The Commission verified its method with BEA.)

178/ Joseph, Cartwright & Richard Beemiller, Bureau of Economic Analysis,

“(Nav.

The Regional Economic Impact of Military Base Spending 20
1979). - . v

5 ")

™ 2,’) s ' .
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fYhe multiplier effects of base employee spending, t refore, resulted in
induced income and employment that ultimately affect®&d both the revenues
» . " and expenditures “of the local educational agency. Because the size Of
the earnings and employment multipliers weré about the same; the model
found that the base-induced effécts dn revenues and expenditures ulti-
mately offset each other,. resulting in little. net impact on éﬁe finances
of the local educational agency.
\/.' . N . - s N
The Range of Results. The pact of each base is expressed as a range.
The results for three of the case studies wé?g within a range of $0.1
~ . millfbn, and in the fvurth case, $0.2 ion. The span results from
the use of data that the stuéf Aincorpor d not as a single figure but
., as a range to encompass all conceivable posgsibilities. The data ex-
pressed as a range include the following: "
]
1) Per~Pupil Expenditures. The model applied to each case{study two
esgimates of periquil expenditure: the-average of the gomparable
districts' per-pupil expenditure and the State average per—-pupil expen-
- diture, These figures wgre-used to estimate what the agéncy's per-pupil
\i: expenditures would have been if it19§9 not received Impact Aid nor had .
to pay for baSe-connected children.,—£= ot

179/ The Commission tested the sensitivity of the model to per-pupil

expenditures’by determining what per-pupil expenditure figure would

have to be used in each case study to change the outgome of the

.base's impact from a whrden to a benefit. In three of the four \

__ ‘'cases, the per-pupil expenditure figures that changed-the outcomes

¥  werg so deviant that no district in the State had per~pupil expen-

i ditures of that size. 1In the fourth case, only ten pe;gpﬁt of the

* districts in the State had a per-pupil expenditureifigure of that
) size. . ; . =

aa " The Commission also téied inserting ther national average of per-. d
- pupil expenditures because it is the only other conceivable per-
. pupil expenditure figure that could reflect what a digtrict really

spends: The purpose was to see whether. any legitimate figure that Yt
could have been used in the study would change the outcome that the ‘
- burden of the base in three of four cases was ‘commensurate with
- entitlement. The use of the national average of per-pupil expendi~-
. tures--rather than State averages and the -average of .the five
' comparable districts--had only a slight effect on the outcome. TiHe
- burden remained commensurate with entitlement. The range of
comparability was slightly widened, however:-using just comparable

districts and State averages, the three burdens fell within a 21

percent range of entitlement; when the national average was also .

used, .the burdens were all within 30 percent of entitlement.. ]

The reason for the limited effect of the choice of the'per-pupil
- expenditure figures--the average of the comparable districts, the
State average, and ‘the national average--on the results is that all
) .~ the figures applicable to any district studigd were within 21

. percent of each other.
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2) Multjpliers. The model applied a range of earnings and employment
~ multipliers, obtained from the Bureau of Economic~ Analysis, to geveral
- categories of base employées. A range was used to save the expense of
.contracting, with the Bureau to determine multipliers for each dis-
trigt, ) ‘ ‘ I ‘ ) '

'

- 3) Alternative Use. The Commission _re;quested that local planpers and
land-use experts make their projection8 of alternative use in the form
of .a range 'so that %ach tould make his projections with as much ¢onfi-

! dence as possible and a cgnsansu’s among them could more easily be
achieved. N T
Summary. Even-vt:h'ough: the Commission conducted only four case studies
v and ¢t evifdence 18 far from conclusive with respect to all Pederal
- activities, these studies do not support the assumption made by the
Education Departpent that theré\a:e net economic benefits to localities
from Federal activitiies. The  rezults certainly indicate that policies
. Ought not be made on! the basis of that aSsumpti%n. "
The model develéped by the™Commission , ds further test‘ing and should
¢ be adapted so that tﬁe effects of .other PFederal activities on local
* educational agencies can be determined. Should‘the concepts used in the
case study method prove to_be valid ;indicato'rs of Pederal bdrdex}, an
aggregate study modgl could Pe developed.

3 . . L
4 - <

> Thése instruments would provide empirical evidence about the burdens and
- benefits of Pederal Activities--making unsupported assumptions unneces-
sary and inappropriate in policy making. -

-

Forri@aeSe reasons, the Commission recommends that the Education Depart~
ment’ éevelop and use a model to weasure the burden caused by Pederal

“7T activities, ’, \ :
. v = v . .
XThe following section of this. ghapter contains profiles of the four
i . districts studied with the Camfhission's economic impact model, and a
) more intensive examination of the resultfs..- . ’
. : o
- ! vk T
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1)'Bellevue School District, Bellevue, Nebraska k,

T e

POy

°

Introduction

\ .

/bellevue School District is . an independent, heavily impacted district.
About two-thirds /the children gnrolled in Bellevue schools are fed-
erally-connected.,—/ Most of the federally-connected children live on

1 Offutt Air Porce Base and are "A" children, so that Bellevue gualifies
as a "Super A" district. Since more than 50 percent of tHé enrollfent
consists of federally—connected children, Bellevue is eligible to apply
for an increased entitlement under Section 3(d) (2) (B) of Public Law 874.

» Prior to fzscal year 19814 it had not done so.

r Bellevue's Public Law 874‘entitlem2nt fop fiscal year 1979 was $6.07
million, of which $6.04 million was accounted for by children connected
. with Offutt.” Bellevue received $5.19 million in Public Law 874 funds
) that year. . ,
] . , SN

i

The Area

1
B

Geography. The town of Bellevue, with a populatlon of about 23,500,
covers most of the northern part of the district and extends slightly
beyond the northern border. The southern portion of the district is
predominantly rurgde— Abutting the town of Bellevue to the south is
Offutt Air Porce Basg; which lies entirely within the district.
/ B
ié? The -distriét }Z part °f,$he Omaha, Nebraska1§?}ropolitan area, or Stan-
- dard Metropolitan Stat;stical Area (SMSA) .~
{ bordgr of Nebraska, separated from Iowa by the Missouri Rivef.. The
metropolitan area encompasses three counties--Douglas and Sarpy Counties
in Nebraska, and Pottawattamie nty across theeeastern border in Iowa.
Offytt Air _Porce Base lies aéiﬁF ten miles south of downtown Omaha.
Bellevue, which is in sSarpy Coumty, is the third largest town "in the
- Omaha metropolltan area. (Sge Maps 1, 2, and 3, infra.}

Transportation. Bellevue is bordered on the east by the Missouri River

and lies just north of the Platte River and its confluence with the

MissOuri. Two interstate highways, Interstates 80 ahd 29, intersect in

Omaha to the north; U.S. Highway 73-75 runs north and south, connecting

.o 1 ¢

180/ ‘“Federally~-connected” children are those who live with parents

4 either living on, working on, or both living and working on Federal

N~ ' property. There are two types of federally-connected children: an

' "A" child lives with a parent who both lives on and works on

- Pederal property; a "B" child lives with a parent who either lives

on or works on (but not both) Federal prpperty. Federally-connect-

ed children include base-connected children as well as children

/whose parents. live on, work on, or both tive and work on Federal
installations other than military bases.

/S 181/ A standard Metropolitan Statistical Area t3 a county (or a group of

contiguous counties) in which there g?pa central city having a
population of at least 50 ,000. -

’

-

£y .- N
2 5.} o

Omaha is on the eastezn .
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Offutt Air Force ,Base, Bellevue and Omaha., State Bighway 370,,the only §
State highway running east and west through Sarpy County, runs through
downtown Bellevue nortHf of the base. (See Map 4, supra.) .

The metropolitan area, served by nine railroads, is the fourth largest
rail center in the ngtion., Burlington Northern, the.longest railrcad v
system in the United States, passes within one half mile of Offutt to .
the east and runs along the eastern border of the city of Bgllevue. The ~
Missouri Pacific Railrcad, which ‘connects Canada artd Mexico, runs along
the western portfon of the base crossing through northwest Bellevue,

@ , . - .
The closest commercial, ‘general aviation facilié? is Eppley Airfield,
which is owned by the Omaha Airport Authority. It is located northeast -
of downtown Omaha near the Missouri River. ¢ '

3
.

- The Economy. Tables I and II provide an overview of demographic énd
economic developments in Bellevue and the surrounding area:

TABLE I

Economic Development, Omaha Area and ng, )
Total Populafion and Employees By Sector, $950-78 o~

. (numbers "in thousands) -
. I . Percent Change, ,

. ) ] Earliest-Most
POPULATION 1950 1960 1970 1978 Recent Year
Bellevue . 3.9 . 8.8 19,4 23.5 502.06
Omaha SMSA 366.4 457.9 540.1 - 581.7] . [s8.s
U.S. - 151,325.8| 179,323.21,204,335.0] 218,717.0 /44,5
MANUFACTURING 1954 1963 [ 1972 1977
Bellevue »- NA NA NA |[=' NA~ " NA .
Omaha SMSA 30.6 35.1 38,0 34,7 13.4
U.ss J6,125.6] 16,958.4| 19,026.8| 19,596.9 21.5
RETAIL* 1954 1963 1972 1977 -
Bellevue 0.1 0.3 2.2 2.4/ 2,300.0 .
Omaha SMSA 26.0 28.6 39.9 44,8 72.3
v.S. 8,845.9] 10,118.1] 12,990.4 . 14,895.2 68. 4 .
SERVICES* 1948 1958 1967 1977 ‘ .
Bellevue : 0.0 0.2 . 0.4 0.4 + -
Omaha SMSA 5.8/ -.§ 11.8 14.8 26.0 348.3° !

‘1U.§. 1,902.1 3,864.5]  5,029.0 8,172.0 329.6 :
AGRICULTURAL* 1950 " 1959 1969 1974 T :
Bellevue Na NA ( NA NA , NA

“{Omaha SMSA - 6.8 5.5/ ~ 13,9 3.3 51.5 .
U.S. . 6,966,2 5,294.7 3,384.6 3,026.7 56,6 *

* s Employment in these sectors is the sum of the number of establish- '
?ments and the number of employees. It is assumed that there is one
proprietor per ,est3blishment. (Proprietors are excluded from -the .
data on employees.) . ]
t Rounding of numbers precludes meaningful calculation,
NA Not Aviiléble. ‘

-

Source: U.S. Census ° ~.

L
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TABLE II

' Employees by Sector as Percent of Total Employees,t

v

which data are available)

.

*AG- (74)

L
*SERV (77)

e MANU (77) *RET (77) TOTAL
Bellevue NA NA NA NA NA

Omaha 3.0 31.9 41.2 23.9 100.0 .
U.S. 6.6 . 42.9 32.9 17.9 “100.0

t Total employees is the sum of ‘employees inf' each sector for the latest‘

year for which data are available. -
** Employment in ' these sectors is. the sum of the number of establish-
» ments and thée number of’employees. It is assumed that there. is one

proprietor per establishment. (Proprietogs are excluded from' the data

on empioyees ) . . .

Source. U.S. Census

1 ~y ¢

These data-reflect the following developments$:

~

o Bellevue's rate of population growth is runding far ahead of the_

ﬂ,national and Omaha metropolitan area averages. ‘ Bellevue's population
has increased five-fold over the last three decades, while the popula-

* tion in the Omaha arga has increased by{ 59 percent and the United
States pOpulation has -‘grown by 4§ percent.

e The nymber of Omahad employees in the service and-retail sectors is
increasing at a rate faster than the national average, while the

number in manufacturing has recently decreased. - g
< S .

e Employment in Omaha is distributed fairly evenly among the manufac-
turing, retail, and service sectors.
force is employed in\ggriculture. : .

The School District - * - . :

For the last two decades, federally-connected chiléren have congtituted
a high proportion of the overall student population. As the following

A small percentage of the labor

table shows ,» federally-connected children have constituted at least
two-thirds of the enrollqent-in the district since 1960, *
, Number of Totéi‘apd Pederally~Connectesd Children, -
Bellevue? Séqool District, 1960-1979
' ‘f; [ 1960 1970 1979
‘Total ADA* s,&ﬂ 3,283 ° 10,421 9,191
zgderally-connected ADA™ ;%2 374 8,038 6,073
R ey toL

* Average daily attendancefﬁa.\

. Source: SAFA.




~179-

Bellevue School District had an enrollment of 9,191 pupils in fiscal. ,
! year 1979, of whom 6,073, or 66 percent, were federally-connected. Of
" these federally-connected children, 6,005, or 99 percent, were connected,gfy
with Offut Air Force Base. Of ‘the federally-connected children,- 3,256
were "A" children, the children of military parents living on base.
Since the number of "A" children constituted 35 percent. of the overall’
enrollment, the' district exceeded the 20 perceyt requirement for quali-
fication as a "Super A" digtrict. ’ ) -7 '

4

_The "B* children, whose parents worked but did.not live on Federal
property, numbered 2,817, or-31 percent of the enrollment. Of these "B" .
“" children, 2,749, or 98 percent, were connected with Offut Bage. ' About ’
80 pdrcent of these "B" pupils were®the children of military parents.
" The composition of''Bellevue's base-connectedlgg/student population in
fiscal year 1979 is reflected in the following table: 2 l

-

-

%

P Composition of Base-Connected Children,
: - Bellevue School District, FY 1979

19,191
6,005
3,256 '
2;259 4 1Y
490

Total ADA .
Federally-connected ADA
, " Children
Bt > ilitary "B" Children
. ivilian "B" Children
k-
Source: SAFA AN o
With 8uch a high proportion of base-connected chi;dreh, the Bellevue
district is heavily dependent on Federal revende for the maintenance and .
operation of.its schaols. Impact Aid provided $5.2 millfon in fiscal . - ,
year 1979~-36 pércent of the local educational agency's general revenue. : :
This funding was 15 percent less than Bellevue's entitlement, which was .
$6.07 million in fiscal year 1979., ‘Federal categorical aid added .
another $0.3 million. .State and local revenues provided the remainder ‘
of "the revenue ‘in roughly equal proportions. The State contribution was
'$5.1 million, or 35 percent of total revende, while Bellevue raised )
$4.0 million, or 27 percent of its revenues from local sources. This
© relationship i§ shown #n the following chart:.

’ *

182/ -"Base-connected

«children are #hose who live with parents éither

living on,* working on, or both 1living and working on a mjlitary

base.

There are two types of base~connected ghildren: an "A" child
¢ ’ lives with a parent who both lives and worgﬁion'a military bases2a
“"B" child lives with a parent who either lives or works (but not
. both) on a military base. Base-connected children do not include
- thogse federally-connected children whose parents” live, work, or

= live and work on Federal installations other than military bases.

L4 13 . p “s




- among the lowest in Nebraska.

”'-jaoQ . e >

. " Sources of Education Revenue,
Bellevue §chool Dfstrict, 1978-79-7

- Federal.
% 38% -

Qodrce:-Bellevue School District >

Bellevue raised virtually all of its local revenue from the property .
tax. About 89 percent of these revenues derived from real property N
sources sych as land*and buildings. Bellevue also taxes personal
property. Revenues from these sources provided 11 percent of Bellevue's
property tax returns. € -

Bellevuets average per-pupil assessed %aluationﬁhas higi#orically been
Bellevue's assessed valuation per pupil

of $8,836 in 1979 was the second lowest of the 297 unified districts in
‘Nebraska.« The average assessed valudtion per pupil of $30,669 in
Nebraska was 247 percent ,higher than Belldvue' s, according to the -
Ne&raska State Department of Education.

Bellevue s mill rate. was 42,59 mills in- fiscal year 1979, a rate le&se_________

‘than the median mill

e in the State, which was 47.61 mills.

The Base %

The vast majority of Bellevue's 14,105 employees-—about 90 percent of
them-are military. The base payroll was nearly $300 million’ in 1979. -
The number of base employees has'grown steadily over the last two de-
cades, fueled largely by increases in the number of military employees.
The  following table reveals this trend: U////
- o -
» Number of Employees.at Offutt Air Fotce ‘Base, 1960-79*
/ ‘ .. L3 -

L X 1960 1970 1%79
< Total = . 9,573 13,408 14,765 e

- MiJifary . 8,347 11,632 11,726 . ) ~
- , Lof¥ilian 10226 14776 :

-

2 439

- Fo

* - These figures do. not include contractors or Non—Appropriated
Fund employees. °° .

#* Soupce: Department of Deggﬁée

.

]




-181-

-

\Virtually,all Offutt'employees lived in the Omaha metropolitan area. Of s
the 14,165 employees, 5,006 li¢ed on se, either in barracks, family © ?
housing, or mobile homes. Another B,ﬁmployees lived off base in the
Bellevue School District. Of the employees living in _the school dis- .

¥rict, 72 percent wgre military. The average salary for both military

‘and civilian:gmployees wasi$15,000 in 1979. This exceeded- the average

salary for non-base employees in the SMSA, which was $11,000, -
. . . o .

There are a nUmber of commercial establishments on base?\inblpding the 4‘

PX, commisgary, clubs, and liquor Stores. On-base sales totaled 533

million in 1979, which was 43 percent of the total retail sales in

Bellevué, ' . . {\\ b

. : Ny

Results of the Economic Impact Study for Bellevue School District

Fl
-

The following table summarizes the results ‘of the économic impact study

for the Bellevue School District.- . .
Va2 . - ~
e
'  Xpenditures
o
. Per-Pupil Base-Attributable Alternative Use '
Expenditures (millions §) (millions §)
Compérablé districts ro$1,769 ¢ $1q%8-$11.0 : $2.7-82.8 v
State Average - $1,775 $10.8-5811.1 $2.7-82.8
' Revenues »d
Property taxes $1.0-51.71 ' $2.9-§3.1
State aid , $3.7-83.8 -$0,2-50.1
-Miscellaneods "other" . e . )
local reyenues . $0.4-$0.4 . $0.1-50.2 . o
. . - . a . )
Total R $5.1-85.3 o $3.2-53.4
° Burden R
Net Burden = (Current burden - Alternative use burden) - : 1
\ = (Current expenditures - Curfent revenues) v ’
. - (Alternative use expenditures - Alternative use revenues)
P . Lower Bound Upper Bound -
(millions §) . (millions §)_ .
. Comparablg PPE: (10.8=5.1) = (2.7-3.2) '  (11.0-5.3) ='(2.8-3.4
‘ $5.2 3 ) b » $6s3 P . . &
) State avg. PPE: (10.8-5.1) =~ (2,7-3.2) (11.1-5.3) - (2.8-3.4) W "
" $6.2’ . .56.4 ’
LY - -
’ - Entitlement accounted for by Offutt Air Force Base = $6.0 million., "

* Figures rounded for clarity. Those used in text aresthe midpoints.
= .‘ :' r
- _ S "
o Lot " ’ - -
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The study found ‘that Offutt Air Porce Base imposed a fiscal burden on
Bellevue of between $6.2-$6.4 million in 1979.. Bellevue's ‘Public Law
v 874 entitlement was $6.0 million that year as a result of pupils con- b
nected-with Offutt. The midpoint of the burden estimated by the Commis=~
. sion*s study, therefore, was within five percent of Bellevue's Public
- Law 874 entitlement. ' .

»

Offutt imposed a burden primarily because its employees did not generate B
enough revenues to cover the costs of educating their children. 1In
particular, the employees failed to contribute as much property tax
‘ revenue as non-Federal employees paid. Families attributable to Offutt.,
- contributed as much to the other sources of revenue--particulatly State
aid and miscelldngous "other™ local reveriue--as families not associated W
with the base. ’

In addition, approximately $0.5 million of Offutt's burden, or ten <
percent, resulted from the determination that Bellevue would have

received a Yiscal surplus from alternative use of the site, giWEn the’

same assessed valuation practices, mill rate, State aid formula, and
per-pupil expenditures that are in effect today. The agency would have
benefited from alternative use because a large portion of the site
have been used for industriaI/burposes. (See“ﬁttachment 11,7 4 fra. )
Bellevue has had to forego that revenue’ surplus as a result /of the
presence of Offutt Base and, the study found, has suffered
burden as a result. .

Beilevue financed 6,168 pupils attributable to Offutt ‘at a cost of

———————44444——4H744%ﬁ?efkpu9ilv;—$husfgpupils associated with Offutt imposed costs of
$10.9 mxllion on the local educational agency in 1979.

Thé employees associated with the base, however, contributed only $1.04
million in property tax revenue--nine percent of the costs of educating
their schoolchildren. They paid another $0.4 million in miscellaneous ‘
"other”™ local revenue, which included interest earned on .investments,
fines .and licenﬁ% ees. Togetbek, the, local tax contributions of
d Y base-attributable——— employees covered 13 percent of the costs’ they .
’ imposéd. 1In districts throughout Nebraska, in contrast, local revenues
comprised 74 percent of total revenues, a difference of 61 percentage
points.
- &~
Bagse-attributable employees in Bellevue contributed substantially less
property tax ‘revenue’ per pupil than did other employees in the district.

»”

183/ "Base-attributable™ refers to the sum "of "base-connected" and
"base~induced,” and applies to employees, their schoolchildren,
their incomes, and their families. It also applies to expenditures
and to revenues of the local educational agency that have been
-agcounted for by base~attributable families. "Base-induced" refers =
to thtze edﬁloyees (as well as .to their schoolchildren and income)
in the commercial sector who were hired to acoommodate the spending

+ of base employees.’ - o=y ) .
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Base-attributabie employees contributed $1.04 million in property tax
tevenue and wére résponsible for 6,168 children in the Bellevue district
in 1979. Their per-pupil property tax amounted to $169, Other resi-

"~ dents in the district paid $2.3 million in property taxes and accounted

for 3,023 children, a per-pupil property tax contribution of $764., THe
per-pupil property tax contributions of non-base-attributable families
‘were .4.5 times higher than the contributions of base-attributable
families. . L v ’ '

oot T

- A . . ’
The progérty tax Shortfall %tt}ibutgble to Offutt occurred chiéfly
because the Places of emploYmént,'resfagnqg, and shopping for many of
its employees .were tax<Zgxempt. Of the 714,487 emplqyees {including
contractors) who worked at the base, 5,006 actually lived on base or in
tax-exempt mobile homes and paid no property taxes on thbiv residences.
Another 4,235 employees lived off base in the Bellevue School pistrict.

Furthermore, ZO percent of' the employees living in the digtricq‘wera
military employees with shopping privileges at the commercial estabrigh-
ments on base. The, $53.4 million in sales of Offutt establishments was

equal to 43 percent of the sales of establishments in the town o‘\
Bellevue. " These on-base establishments, like the rest of the base, afe

tax-exempt. :

Finally, thé Soldiers and Sailors Relief Act exempts military employees
who declare residency out of State from paying personal propefty taxes
in’ Nebraska on automobiles, -recreation vehicles, and mobild homes.
Because military employees have the option of declaring residency in
States withouts persdnal property (or income) taxes, very few Offutt
employeegractgally paid personal property taxes 12’1979.

ate aid péer pupil was higher to Béfzevue than to the rest of the
Stdee: Belleyue received $555 per pupil in State aid, compared with $341
per p\pil other local educational agencies ‘throughout Nebraska'.
rmula increases aid-as the assessed gaiuation per pupil in
a district™®acreases: the assessed valuation per "pupil in Bellevue was
$8,836 in 1979, substantially below ‘thep State average of $30,669.

* P \
fhe amount of State aid to_Bellevue that was triggered by base-attribut-

able families was ewen higher than that accounted for by non-base”

families in the District. The study determined that the assessed
valuation per pupil accounted for by base~attributable families was
$4,106-~a figure substantially lower than that agsgociated with other
families in the district because the places of employment and frequently
residence and shopping of these families were tax-exempt and therefore
not assessed,’ ByegﬁSerting into the State formula the number of base-
attributable pipils and the assessed valuation "associated with base~
attributable employees? residences, shopping, and places of employment,
the study determined that base~attributable families- accounted for
$3.8 million n State .aid. Because 6,168 base-attributable children

i
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attended school in the district, the amount ©f State aid per pupil

triggered by these families amounted to $613--$175 more than the

average of non-bidse-attributable familiks, which was $438.

The following table compares the per-pupil revenue contributions of

base-attributable families and other families in Bellevue:

Per-Pupil Revenue Contributed by Base-Attributable and
Non-Base-Attributable Families, by Source, FY 1979

Base-Attrib. Non—Base-Aétgib. J

_Property Tax Revenue/ADA $169 $ 764 .
State Aid/ADA $613 $ 438
Misc. "Other™ Local Revenue/ADA $ 67 S, 67
Total | r ) $849 $1,269
r . .

The table shows that the additional State aid triggered by base-dttrib-
utable families was substantially less than .the shortfall in their
property tax contributions. Thus, the burden found by the study appears
to be the result of the failure of base-attributable families to con-
tribute as. high a share of property tax revenue as did other families in
the district. A - '

.

The correspondence between the Commission s finding of a $6.3 million
burden and the Public Law 874 entitlement of $6.0 pzllion for Bellevue
stems chiefly from two factors:
¢ The data used by the Commission and applied by the Public Law 874
formula proved to be similar. , The local contribution per pupil
("local contribution rate," or LCR) figures were approximately the
. same because diserepancies between data used to compute the figures--
per-pupil expenditure and local share of expenditures-~were minor. 1In
addition, the figures for weighted number of pupils were similar
because the size of the commercial property tax contributions and
miscellaneous Pother” local revenues conferred ,by base-attributable
families~-=a consideration that was taken into acgount by the Commri~'
sion model but not by the Public Law 874 formula--was very ijiy .

.® The Public Law 874 formula captured virtually all %he patterns of
Pederal impact that ‘the Commission found applied to Bellevue School
District. The Commission found that insertion of its data into the
Public Law 874 formula rgsulted in an estimate of entitlement within
ten percent of-the Commission s final determination” of burden. The
variables in the formula therefore ekplained most of the burden found
by the Commission.

.
.

The Public Law 874 formula determines entitlement by multiplying the

local contribution rate (LCR) by a weighted number of federally-connect--..

ed children in the various categcgies for which provision is made in the

.
.
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law. Bellevue's local contribution rate in 1979 was $1,273-~arrived at
under the. Public Law 874 formmla' by multiplying the per-pupil expendi-
ture of Bellevue's cbmparable distr{gts by the local share &f current
expenses -in those districts., The Commission found that insertion'of its
own data into the Public Law 874 formula resulted in a local contribu~-
- tion of §$1,170 per pupil,. ' .
& x

The following table shows how the local contribution rate for Bellevue
was determined under current law and what that rate would have been if
the study's data were used: C

Eocal Contribution Per Pupil ané LCR, Determined Using
Commission Data and P.L. 874 Data, Respectively

[~

. r
. . : ; Local Contribution
“Per-Pupil | Local Per Pupil/ICR
Expenditure ‘| Share | (PPE % Local Share) - k
Commission* §$1,772 0.66t $1,170 - 2
P.L. 874 $1,568+ 0.81 | $1,273

?'*‘The'Ccmmission;figﬁres represent the midpoint in the range of data

determined and uBed by the study. - .

+ Bellevue determined its per-pupil expenditure under Public Law 874
by taking the weighted average of the per-pupil expenditures for
1977 in five comparable districts approved by the Office of Educa~-
tion. ‘ .

%

t Study’'s determination of non-State share of cosygrof base~attrib-
utable pupils, - 7

The Commission:s determination of local contribution per-pupil differed
by less than tén percent from the local contribution rate under Public
" Law 874. The reason, in effect, was_that the discrepancies between the
data applied by.the Public Law 874 formula and the data used by the
Commission offset, each.other. _The pet-pupil expenditure uged by _the
Commission was higher than that applied by the Public Law 874 formula,
while the Commission's local share of these expenditures was lower than
the Public Law 874 figures, g T v
The per-pupil expenditure figure used by the Commission was higher than
that used under Public Law 874 bécCause the Commission's data were more
current. The Cbmmission'used fiscal year 1979 data from Bellevue's
‘compatable districts and from the State to estimate Pederal impact in
fiscal year 1979; the Public IHfaw 874 formula, meanwhile, applied per-
Pupil expenditure. figures from fiscal year 1977 to estimateésBellevue's
entitlement for fiscal year 1979. This two-year-old data d4id not
reflect the cost increases that occurted between 1977 and 1979. ,

o -

On the other hand, the Commission's estimate of the local share of
current expenditure§-whidﬁ amounted to 66 percent of total expendi-
tures--was lower than the determination of local® share made under the
Public Law 874 formula. The discrepancy resu;tgg from the different

- . - i"
H
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approaches: the Commission estimated .the - local share of _Bellevue's
. current expenditures for base-attributable children within the dxstrzct;
the Public Law 874 fdrmula applied the local share of current expendx—
tures for all children. in Bellevue's comparable districts. The State
share of current expenditures was higher (and the local share lower) for

basé-attributable pupils in Bellevue than it was for the children in the

W

comparable districts.

the per-pupil assessed valuation in a district decreases:

assessed valuation per

The State formula in:Nebraska increases aid- as
because the
pupil associated with base=-attributable families

in Bellevue was lower than it was for families in the comparable dis-,

tricts, they triggered more State aid. The assessed valuation per pupil
associated with Bellevue's base-attributable families was 106~
substantially lower than the $29,874 for families in the co:;hgable
districts. Base-attributable families were ‘associated with a lower
per~pupil assessed valuation because their families work and frequently
live at Pederal facilities that are tax-exempt and therefore not as-
Sessed at all, .
4

The Commission estimated the local” share by first determining the
current expenditures imposed by base-attributable children and the State
revenue triggered by se~attributable families. The Commissien then
divided the difference between the two figures by base-attributable
current ekpenditures to arrive at local share. [Local'Share = (Expendi-
tures, Base-Attributable - State Revenue, Bage-Attributable) 4+ Expendi-
tures, Base-Attr%butable]. .

i

4

Consequently,

the Commission's higher per-pupil expénditufe figure and

%oweffieca% ﬁhamagﬂeaf%y~offset each-other in yielding & local contribu~

tion pet pupil that was within ten percent of the lecal contribution
rate applied by Public Law 874 to Bellevuof
The Public Law 874 'Formula determines entitlement by multiplying the
local contribution .rate by the weighted number of federally-connected
children. The weighfs assigned %o,each child differ on the basis of the
statute's eStim?gi/ } the relative property tax_burden imposed by each
child's family.— .
T~ .
18 4/ Children of militarycpa;ents living on base are assigned a weight
of 1.0 according to the rationale, that their parents contribuytévno
property fgaxes to the local educational agency; ildren of mili~
tary parents living off- base, on the other hand,
welight of 0.5 on the ground that their parents pay property. taxes
on their residencel~which are assumed to account for.50 percent of
all property tax revenues. Other welights are assigned to pupils
who are the children of civilian employees, and their weights
differ according to whether their parents live, in or out of the
. county.
dren participating in special education programs.
'7assigned induced children’ a weight of 0.45, the same weight that is
given by Publxc Law 874 to children of civilian employees who work
in the'county. L .

are assigned a -

- 7

-

= -

g

Finally, still other weights-are assigned to those chil=~ -
The Commission;

.
- ety
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The Commissioh considers these property tax contributions from base-
. attributable¢ families but also takes into account their contributions to
commercial/property tax revenues and local :non-property tax revenues.
If the Cgmmission model were to incorporate these revenue contributions
% into the¢' public Law 874 formula, the effect would be to lower the weight
- .~ . applied by Public Law 874 to measure burden., - &

To determine how well the variables in the,Public Law 874 formula
captured Federal impact as measured—by tN€ Commission model, the Commis-—
Siom estimated entitlement by inserting its own data into the Public Law
74 faormula. The two inserted variall es--somewhat different from those
actually applied to Bellevue® by the ¢formula--were the Commission's
determination of the local contribution per base-attributable child and
the number of Ehse~attr1bu§able children.using the weights assigned to
these childr# by public Law 874. 1In det?gg}ning the number of chil-
dren, the Commissjon included base-induced—>children in the district
as well as chlldren directly "connected to the base. The Commission
incorporated induced employees and their schoolchildren into all calcu-
. * lations of base effécts on expenditures and revenues.,

A compazison’of the determinations of entitlement using Commizwion data
and data provided undg: Public Law 874 yields the following results:

.

égt tiement, Determined with P.L. 874 Data and

cmmission Data (Using P.L. 874 Weights) f
"Public Law 874, . ‘Commission
- - Local Contribution Per -
Local Contribution Rate '$1,273 | Base-Attributable Child  $1,170
Weighted Number of o - Weighted Numbér of
x Base-Connected Children’ 4,746 ' x Base-Attributable Chiidren 4,819
= Entitlement $6.0 million = Entitlement $5.6'million

.

» This $5.6 million figure--reached by inserting Commission data into the
Public Law 874 formula--is 11 percent below the Commission's fipnal re-
sult of a $643 million burden. ‘This closeness suggests that the Public
Law 874 formula captured most of the same dynamics of Federal impact
that the Commission found were taking place in Bellevue.

-~ The $§.7 million difference is mostly the result of the budget surplus
of $0.5 million that would have accrued if the site were to have been
used by the private sector and ed at the®current mill rate. The
Public Law 874 formula does not. tale into adcount alternative use of the
base’?ite.‘ The Commission model treated this surplus as an increased
burden bpcause the local educational. agency could have been that much

Y -

. ¢ _
'185/ See note 183, supra, regarding the term "base~induced.”
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the contribution to commercial property taxes and miscellaneous

3 loca{l

bettér off if the base had not been established.
- differe

« -1e8- | ‘ - s

The remainder of the
ce between the entitlement determined with Commission data and
ission's burden resulted from the Commission's consideration of
"other”
revenues of base-attributable employees. N .

——— f

The Commission's determination of burden was commensurate with Belle-
vue's entitlement under the Public Law 874 formula because data used by
the Commission s study proved to be comparable with data applied in the Y
Public Law’ 874 formula, and because the variables in the formula cap-
tured most of the Federal impact. The Commission's results showed” that

the ‘data on per-pupil local contribution that was used in the Public Law

874 formula wag within ten percent of the data arrived at by the Commis-
sion. The results also suggested that the variables in the formula
itself explained about 90 percent of the impact of Gffutt Air Porce Base ,
on Bellevue. | The remainder of the Commission's result was explained
chiefly by the alternative use surplus, which was not taken into account

. by the Public Law 874 formula. ‘ -

b

Results of Alternative Use, Bellevue

-

' The study reckons that Bellevue would have received a budget surplus
under alternative use of the site now occupied by Offutt Air Force Base.

‘ ‘The revenues contributed by the site would have exceeded the expendi-
tures requird?'for schoolchildren associated with it by $0.5 million,
Virtually all the revenue would have been provided by the property tax.
The surplus would have resulted from the heavily industrial use of the

T Etrer ‘ﬁrﬁrpmmmm“ot‘um*dmmhmrLimw'mm&dﬂmwr{ﬁmﬁﬂﬁﬂ«%a%—
industrial purposes. (See Attachment 11, infra.)

‘have received substantial tax payments from the industrial firms, the

costs of educating the children of these industrial employees would have

been relatively small. Commuting patterns of civilian employees at

Offutt suggest that only 40 percent of the industrial employees would

have lived in Bellevue School District. The firms on the site would

' have paid property taxes, but'because relatively few of the emplgyees
would have lived in the district, the number of children attegding
schools in Bellevue Scibol District would have been relatively small.
The result would have been an assessed valuation per pupil of $45, 185
asociated with the site-a figure 47 percent higher than the current
State average.

m——

The- amount of expenditures under alternative use would have been sub-
stantially smaller than they are now because the number of children,
associated with the site would have dropped from 6,168 to 1,535. 'This.
decrease would have occurred for two reasons: the number of employees
working on the site under alternative use would have declined, as would
have the number of schoolchildren associated with these employees,
Offutt employed 14, 487 people in 1979, 81 percent of whom were military;
under alternative use, the industrial and commercial establishments that

A
. .

“

N

While Bellevue would_ﬁmera.
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e comprised .75-80 percent of the usable *land would have employed
&§+693 people-~or only 46 percent of the employees at Offutt. The other
reason is that the number of schsolchildreén per* family would have
decreased. At Offutt there were 6,005 pupils connected w¥®h the 9,103 L.
employees living on-base and in the school district in 1979, a‘ratio of
0.66 that reflected the large number of military employees who had
families. Among residents of the Omaha metropolitan area, the ratio of
pupils to employees was only 0.41, ;which is the figure that the model
used in detefmining the number of schoolchildren under alterpative use.
. Mosg\v@venues would have come in the form of property taxes from the
site itself. More than half the prdpérty tax revenue would have origi=-
nated from industrial uses. One-fourth of the revenue would have
derived frop commercial sources, which would have occupied 20-25
percent of the site, The remainder would Bdve come primarily from
residences'on the site. L - -

¥ = = ’

The State would have provided oﬁly $0.1-$0.2 million to Bellevue on the
" basis of the site alone. The State. formula décreases aid as per-pupil
assessed valuation increases. The absessed value per-pupil of the site
woulé have increased to $45,185, which would have had the effect of
" increasing th% entire district's assessed valuation per pupil from
$8,836 to $27,478. The assessed vaulation per pupil in the State of .
. Nebraska was.$30,669.in 1979. : \i;{\
The remaining.,$0.1-0.2 million in revenuesS from employees .and residents
associated with the site resulted from their payment of mistellaneous
local fees and charges and thejr contributions to the interest earned .,

o investments, . P
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- ATTACHMENT I
- STATISTICAL P’ROFIL.E, BEI:LEVUE SCHOOL DISTRICT, FY 1979 °
\ .
Summary
- *'@ §
I.'8chool District
- Average Daily Attendance (ADA) i
Total 9,191
Base 6,005
. Military A ’ 3,25%6
Military B ' 2,259
- Civilian B i 490
Bage Employees 4
Total 14,487
Military, total . ' 11,706
Living in ict, on base 4,868
Living in d ict, off base - 2,948
Civilian, tota 2,761
Living in district 1,287
Acres
- Ac:es, district 14,160
Acres, basq - ,,%1§§§,
II. Local Educational Agency . *
Per-pupil expenditute, average of $ 1,769
comparable districts - L
N Pe:-pupirsexpenditure, State average $ 1,775
C@Lal Property Tax Revenue ) $3,350,000
Residential sources $2,242,000"
Commercial sources $ 507,000
\ Industrial & agricultural sources §$ 601,000
Total General Fund State Aid $5,103,000
Y \-
Miscellaneous "Other" Local Revenue $ 315,290‘ ‘
l“,
P.L. 874 Entitlement, $6,040,000
Offut Air Force Base . ¢
P.L. 874 Payment $5,185,000
- ~
Nt //-: .
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Current Use

S / . = .
. 1. Current Expenditures ' —~
+ Average personal income . . $155200 ’
ADA/Jab 0.414
Per-pupil expenditure, comparable district@ 8 $1,769
. Per-pupil expenditure, State average $1,775
ADA, base 6,005
II. Current Revenues )
&-/ B A » Y
. ™ TYPE OF EMPLOYEE NUMBER AVG., WAGES & SALARIES
- living in | SMSA (excl. [living in | SMSA (excl.
district district) district district)
Civil service 648 987 $17,617 22,038
Non-Appropriated Fund 317 487 .1 $ 8,000 8,000
| employees (NAF) - )
Contractors 322 0 $11,386 *
Working spouses 222 225 $11,386 $11,386
Military off base 2,798 3,910 $1§‘ 518 $13,387
Working spouses 1,167 1,693 $11,386 $11,386
Military on base_ 4,868 0 $16,377 *
. 4 Military living in
1 mobile homes 150 — 0 $1T47518 x
Working spouses 2,331 0 $11,386 | *
* Not applicab%e |
Personal Income Adjustment, base employees (except NAF) 1.18
: Personal Income Adjustment, NAF employees , .09
7 Net Multlpliers ‘ . . .
- Civil service employees * - .24 - ,40
T _Spousés, civil service employees .00 - .40
NAF employees «23 - .37
. Military employees .17 = .33 -
Spouses, military employees 200" - L33
’ a. Regidential Property Tax Revenue ($2,242,000)
’ Population, SMSA, 1978 581,700
Enrollmgnt, d$a;_~ct, 1877 - 10,082
/ Enrollment, SMSA, “$977 . 136,402
s Per caplta personal incoqe, SMSA $8,489
~ ADA, non~base-connected families . 3,186
b ADA, low-rent public housing 0
”~~ ) ’ ‘.
Ic* ¥ ‘ 251 4
B T e M 1 i .
c y -




“Per-pupil expenditure, comparable districts __,6 1,769

Per-pupil_expenditure, State average , $ 1,775
1v. Alternativd Use Revenues : .
¢ . - .
* ' No. |% Land| Avg. Tax | Emp. Per| Avg.
o~ Acres Used Per Acre Acre W&&,
Indydtrial (952-1,141] 0.5 $3341 7.094 [$16,203
.| Coftmerical [475-381 0.5 $3169 12.738 |$ 6,774
. ] )
. Number of working spOuses of alternative- .
use site employees . , - 1,314 - 1,329
. Average WaS, worklng spouses of alternative
use site employees $11,386

. e ‘o . N -192"' . - gf%g" i
wm«"‘"& . * . * hd S
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* :7“‘.1:{_‘
-\ b. Commercial Property Tax Revenue ($507,000) _ . v
Percentage of personal income spent_ bn . oL -
retail goods and taxable services N " 59.3%
Military payroll, employees living : e
on base and in SMSA $§ 171,811,000
In¢ome of retirees livihg in SMSA § 33,523,000
Total on-base sales ° $ 53,4305,000 \
Total retail sales & taxable services W
— \ receipts in Bellevue $ 123,013,000 v
Total retall sales & taxable services ) *
"receipts in SMSA ‘ ' j9,0223430,400 .
» - . -
c. General Fund.State aid ($5,103,000). ‘
. h)Non-categorical aid : ’ $4,093,000 - .
Categorigal aid & mxscellaneous "other® aid  $1,010,000 T .
- ” ~
d. Miscellaneous *Other" Local Revenues (Non—Property K4
Tax Revenues) ($615, 000) . :
Total ADA, district . ) 9,i91 ’
Miscellanedus "other® ®focal revenue, - e )
function of ADA . $3§4,000
~ Miscellaneous’ "other” local revenue, ) . - .
function 'of local educational agency R
, revenues (Interest income) . ) $§§1,0QB o
Ks Alternative Use ’ ‘
1I1. Alternative Use Expenditures , * ( ;
Average pe;sonal income ER . + §$15,200
ADA/Job R . 0.414
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Persopal Income Adjustient - s IR T
‘Net Multipliers o , . .o .
Alternative use employees . % o »24 =~ .40 -

+ Alternative use yorking spouses . +00 - .40 T, L
IS . o a ‘ ’ o‘ . H ) ) . ' ' . . "
a. Residential Property Tax Revenu'e ($2,242,000) )
Percentage jnduced income accruing to ’ . et ' B ~'
digtrict residents : - 0.044% T
Per capita personal income, SMSA . o $8,489
ADA, noh-base connected -fa‘mi_Lies . . - 3,186

‘o 4 .- ¢ ’
- . -

b\yercial Property Tax Revenue ($507 000) . ’. e PR

Y - .

(In Bellevue, alI cornmercial prop: t.ax revenue abl::ibutable .}
- to alternative uge employees is included. in the revenue gener- . ?
ated by the site itself) e . . _ i
c.;GeKn:ral Fund- State Aid ($5:.103,000) ’ . e L ', } \
Non~categoficadl aidu , ot . $4,093,008 .- . oy \
. Categorical and miscellaneous- other“ L v e, \ .
State aid ‘ $1,010,000 -, . \\
s - - ’ ~ . ’ " \
d, : . " b Tty B
Tax~Revenues) ($615,000) ~ - . : )
Total ADA, district ‘ * 9,191 J
Miscellaneous "other" local revenue, ’ »
function of ADA . $354,000° .7 " -
Miscellaneous "other” local revenpe, . N

- +

function of local edicational agency

i
ol

revenues (Interest income) = $261,000 —
- J— - - " v R
k -
_ . ,
- ‘. ) - ' )
"
- * # . ’ Q
‘)k\. . - -~
- i IR v
- = - r 2

*a




e

»l

-

‘ﬁl\}h

. -

~

- 3 + 4
= ) . - . .
. -194~ ' .
g - - '9.4\ 1
5 T m'mcmmm 11 “
" pasis FOR PROJECTIONS OF ALTERNATIVE. SITE USE
7Eétimates regarding how the site occupied by Offutt Air Force Base would
hidve been used if the, Lase had not been established were made by three
gxperts on land use  in the area: ; ¥ ,
Roger Corbin, Director of Community Development, City of Bellevue
- ., John Watters, Chairman, Planning Commission, Eity of Bellevue
*- Al Dvorek, Sarpy County Tax Assessor f
They separately re;phed}a consensus that the site would have been used
- £or the following, purposes: . -
® 50-60 percent’ industrial . N )
.® 20=-25, percent commercial -
e 20-25 percent residential
oo
* The followihg sections summarize_their‘main points: L ,

’The site occupied by Offutt, according to Corbin, is a “first-class
1ndustria1 tract® for the fok%gfing reasons: ¢ =

s

Bccess to Port Pacilities. The Offutt site is situated 'within a few
miles of both the Missouri River to the east and the Platte River to the
south. - More river frontage is-available to the site than is available
.to adjacent Douglas County,gefiich is heavily industrialized. One firm,
the. Allied Chemical any, "hag takeh advantage of this accessibility
and logated between Offutt and Zhe confluegce of the-rivers, three miles
south of the base. As an agribusiness, Allied Chemical relies heavily
ron the two rivers. » - L -

s 7 .

The proximity of the Offutt 'site _to river transport does not make it
dsceptible the risks of flooding, acqbrding';o'tngufxperts. The
site's ‘altitude puts it beyond the flood plain, making*¥t, in Corbin's
words, "high and.dry.” & N

- .. . . 9 - : L
Access to Othé?‘TnEn;portation. The Burlington Northern Railroad
borders- the base less than one-half mile’ to the eastr. This segment of
the .railroad was buii? in 1870, 18 years before President. Cleveland
signed ‘the bill that authorized the purchase of what is now Offutt ‘Iand

for the site of the original Fort Crook.

3
’

‘Separating the Offutt Base proper from the military family housinq is
- Highway 73-75, which was a heavily=traveled route before the Fort Crook

purchase and remains so today. It is the only four~lane highWay in

Nebraska that rugs north and south.

Inexggnsive Land. Offutt would sell for $0.15-$0.20 per square foot if

vacant and sold aa,industrial land,, according to Progress West, an Omaha

real estate firm. This compazes favorably with the price of indus€fial

land close to Omaha, which has fﬁcently sold for $0.30-30.35 per square

foot. =
- D K
PR 3 .
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Availability of ‘Labor™ 'he population of the Omaha SMSA is nearly

581,700, with, downtown Omaha 10 miles away from th? site., Over 98
percent of the employed labor force is in non—agricultural employmentj
of these*employees, 25.2 percent are in trade, 13.9 percent in manufac-
turing; 8.7 percent in transportation, communication, aqd utilities; and

4.6 percent in mining and construction.

Industrial Plants Nearby. The location

" that industry finds the area desirable.

’

A meat-packing factory and a

of the plants nearby suggesté

radio parts plant have_ located on' inferior industri&l land one-half mile Lo

northeast of the base. The land is inferior to Offutt's because it is’ * R

lower——and therefore more susceptible’ to flooding—-and because roa N
. access is poor. Other nearby plants include National Byptoducts render

ing factory one ‘mile south, the Allied Chemical plant three miles south,

and a tanﬁing factory off Highway 73-75 to the west,

Offutt 8 Plant.

Building D .was used for industrial purposes from 1941

to 1944/ The" 1.3 million. square ‘foot building, that now houses. the _ .
world's largest computer complex, was used for aircraft assembly,

‘producing about 55 finished planes per month. As many as 14,500 people .

¥ _were employed there at one time, though 9,000-10,000 employees was about -

~—

average.’
that 7,
Offutt.

(This compares with the economic impact study's projection
;513-9,022 'employees would work at industrial facilities on

the Omaha SMSA )

COMMERCIAL

J

-

‘

3

These projections were based on employee per-acre figures for

+

_ RESIDENTIAL

Projections about commercial use of the site focu;ed on use of Bighway
73-75, which separates#fie wegtern edge of _the base proper from .the mil-
itary family housing.” The side opposite Offutt is 1ight1y commercial,
as the town placed it under commercial restrictions ‘at the requést of
the base, according to the Bellevue Chamber of Commerce. The rest of
the highway in Bellevue is occupied almost exclusively by commercial
outlets. . .

*

- 1 >

Of the 240,892 employees in the SMSA, 21 percent are employed in ser-
vices and B 7 percent .in finance, insurance, and real .estate. =

=

ﬁ o +

Estimates regardi g residential-use were based on development patterns
along t?g,aaerfﬁern border of the base. The residential section of
Belle originated just northeast of the base, and that section remains
the most densely populated residental section of the city. Much of the
residential migration was westward, aldng the northern border of the
base, so that the section north of the base is thickiy residential. The
land in. the northern part of the base 1s suitable for residential
development, according to Corbin. The military family housing, which’

consists of multi-room residential apartments, would h\ve been -used in
much the same way, according to Dvorek and Corbin. .
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¢« 2) Douglas School Districf, Bdk Elder, South Dakota : o Eﬂﬁﬁ
# 7 1  Introduction - -

g%}. °. Pouglaz—school District fg—;;'independent,-heavily-impacted.dist§§%7 in
3% l - which 79 pe gt of the children _enrolled are base-connected.—— The

k '+ vast majority of tﬁt“ghé&dren reside.on Ellsworth Air Force Base and are
{ - . "A"-children, so that Doiglas is 3 "Super A" district. Since more than
|

+ 50 percent of tfie enrollment, at the schools of the local educational
agency is base-connected, Douglag is eligible to apply for an increased
entitlement under section 3(d) (2)(B) of Public Law 874,  Prior to fiscal
year '1979, it had“done so only in flﬁgal year 1978,

+ ) ’ x\l ¥
Douglas' -Public Law 874 entitlemept 'ﬁgr fiscal ‘'year 1979 was $1.93
million, and it received $1.87 million.

+ The Area _ . ' \SN\\ B
Geggfaéhz. ~Douglas School District, which was organiéed in the 1950's
to accommpdate children associated with Ellsworth Air Porce Base, is

* located in rural, western Seuth Dakota. The area consists of vast open

land used for grazing cattle and sheep. The Blackxgills arq a few miles
'to the west fiear the western bordér#gf South Dakoei; Mount Ryghmore is
.within an hour's drive. . - ' - :

Fl

Lk

Y

The:district is 10 miles from Rapid City, a town of §g?070 that is the
. second largest in South Dakota. The district 5pills owmer from Penning-
ton County, which also houses Rapid City, into Meade, County to the
north. The largest town in the Douglas School District: is Box Elder,
which has a gppulation of 865. (See Maps 5 and 6, infra.) ' ' ;

Transportation. Box Elder i3 10 miles east of Rapid City,‘to which it

is connected along flat .range land by Interstate 90.., Tra sportation

in the Rapid City area depends, heavily on Interstate 90, which runs

east-west across the State of South Dakota and offers seven 8xit¥ into

the town. This highway provides an important route for Rapid City's 20,

trucking cémpanies and two, interstate bus lines, <“hree freight tailroad

lines intersect at Rapid City. The Rapid City Airport, with.facilities

for three air%ines, is eight miles east of the city. \ .

186/ "Base-connected” children are those who live with parents either
living“on, working ‘on, or both living .and working on a military
base. There are two types of bgse~connected children: an "A" child
lives with a parent who both lives and works on a military base; a

. "B"™ child- lives with’?‘parent who either lives or works (but _ndt ,
both) on a military base. Base-connected children do not includ i
those federally~conqected children whog® parent live, work, or T
live and work on Feder3l igstallations other than military bases. /Q\\\
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