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In the good old davs of-the soaring-sixties it was vatural to
pliee importanee ‘o design and plinming to improve the
quality of* educational fucilities. The concern with desigit and
planning was -tenipered by the realivies of construction costs.
but-nevertheless it was-assumed that money was available for
schiool and college buildings. Now, in the sagging seventies, the
prioritiés are rearranged so that getting money together has
become 2 prime concern for most vdueational administrators.

*  Educational Facilities Laboratories (1971)

:~Despite reeent evidence “that school enrollments are begin-

ning to decline throughout the country,. many school

districts still face the=problem of trying to house more

students than their schools can” adequately accommodate.
Normal building deterioration, new curriculum innovations,
and expanded carcer education needs are apong the pres-
sures requiring districts to try to raisc moncey for building

riew facilitics. Unfortunately, money for new facilities s

becoming increasingly difficult to come by. -7

Each year since the mid-1960s, voter support for school

‘bond issucs his declined. In 1971, more than half of the

school bond proposals sct before the voters were-defeated
(see Picle 1972). ‘ ‘

Another factor taking a heavy toll.on school construc-
tion is inflation. According to a cost of building index in the
September 1972 issuc of School Management. the increase
in building .costs has been progressively greater cach year
since 1962, -

This combination of defeated bond dssues and rising build-

‘ing costs is contributing.to a decline in both the construction

-

-
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ol new schoot lsml(luws and the remodeling of existing buildings. For the first time in many
vears, debt service .ln(l capital outlay L\pm(lnum actually dec Ilnu. ona per- pupll basis- 16
percent for debt service and - pereent for capital outlay:.

No changes in cither voter preferences or inflationary trends appear imminent. H needed

school fac llmu areto’be built, it is eléar that alternative mens of linancing school construe-
tion must be found. Solutions o the problem of financing schiwol construction have been
suggested by several.experts in this ficld. The most lhmouuh aialyses ol the problem have
been made by the National Educational Finimee PI()]LL( and the Educational Facilities
Laboratories. Inc. . i

Nine of the documents contained in this review are availtble through the ERIC Document
Reproduction Service. Complete instructions tor orderiag them m; 1y be found at the end
of the review. -

CAPITAL OUTLAY PROGRAMS consistent und cquitable  fiscal policies

The National Educational Finance Project
as been described as the *first .sl_gmhc.ml
attack on the nationwide problems. of fi-
n:m&ing public schools since the carly
1930s.” NEFP has sponsored, a number of
indepth “satcellite” studies,- one of which
was the National Cupital Outlay Project.
The Tindings-of this-special study are pub-

Jished in 2 report entitled qumcuurl’ul)hc

Elementary and See mulnr\' School Eacilities
% l/u' United States (Bare ang others 1970).

The purposce of the National Capital Out-
lay Project was 1o generate several madels
that could be used by states in allocating
loans or grants for the-consuuction of pub-
lic clementivy and-sccondary schools, As a

step toward  meeting this objective, the,

study examined prevailing economic trends
and 'lln(lln"'Cilp(ll)lllllt.s of local, state, and
federal governments. ®

Authors of the study  discuss posl\\'
wends in public school constriretion finance

“nd detail state and local provisions for such

construction. Against this background, they
also highlight changes in the national econ-
omy and suggest ways of better coordinat-
ing all ‘levels of government 1o ensure

throughout the nation. They emphasize the

need for inmicdiate cecoperative action by
local, state, and fediral agencies. Project
research indicates that without such action,
a combination ol judicial decisions, voter
reaction to property tases, and general
sociocconomic  inequities  will enforee a
virtualmoratorium on schoel construction-
at a time when the nation urgenty needs

awell-planned and vigorous advancement. in

all aspects of education.

For reasons vital to the cconomy as well
as to national educational intcrests, the
study urges development of a revenue sys-
tem for supporting debt that ““incorporates
both the stability of the property-based
Many of the projeet’s recommenditions concerns
myg fiscal policy and the distribution of school

financial assistnce among the virious levels of

government coincide with the recommendations of
the. President’s Commission on School Finance.
Ciipics of the commission’s report, Schools. People,
& Money: The Need for Edwcational Reform, are
available from the U, S, Government Printing Of-
fice (sce References), -

A fivespage review (Piele 1972) of the commis-
sion’s report was published by the ERIC Clearing-
house on Lducational Management i B & D
Perspectives, spring 1972,

~
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tax and the responsiveness of the income-
based tax™ (p. 49). To alleviate school bud-
getary  demiands on local property | taxcs,
Barr and his colleagues recommend that
the “federal government make grants to.
state and local governments 1o assist them
in facilities planning. As the authors point
out, the federal income tax is a progressive
tax designed to grow at a rate fister than
the gross national product and therefore
* faster than iy other source of income.
Inthe wake of recent court cases challeng-
ing the use ol property taxes for school
support, reform of state and-local revenue
sourees for education may indeed be im-
minent. Whether federal assistincee will be
forthcoming remains 10 be seen. In the
meantime, until more-money becomes avail-
able for school construction, Barr and his
colleagues urge the local pkmner 10 uke
advimtage of savings opportunitics through-
out the plimuing process. Such opportunitics
-include minimizing exterior perimeters, us-
ing modular components, avoiding unusual
design features interfering with cconomical
heating, ventilating, or lighting, and taking
advamtage ol purchasing.consortia for quan-

tity buving of equipment and furnishings.

Signilicant savings in the design and con-
. A2 hR4 .
struction of a school building e be realized
by combining &t number of activities occur-
ring throughout the plmning process. For

this reason, the authors recommend use of

svstems building techniques like those em-
ploved by California’s School Const iction
Systems Development Project (SCSD). Use
of such computs-based systems pau:nipg
techniques permits incorporation of long-
range fiscal-policies and educational objee-
tives in a unified construction progeam that-
is cost-cllective as well as sensitive 1o cdu-
cational needs (sce Baas 1972).

The veport also cites instances in which

Financing School Construction ™3

lease or sale of “air rights™ (rights 10 oc-
cupy the air space over the building) and
experimentation with joing occupaney have
enabled-some school districts to meet their
building  needs  despite . overwhelming
financial  limitations  on  capital  outlay
expenditures.

After cxum‘ining existing capital outlay

" procedures, the study summarizes unrealis-

tic constitutional and statutory constraints
on local district linancing, identifics situa-
tions in which current support programs
arc-unresponsive to real needs ol districts,
and points out typical problem areas in

which responsible, flexible adminjstration.

of capital-outlay-programs is impeded.

To provide a perspective for educators
and legislators involved in [fiscal- planning,
the authors propose nine basic concepts
vital to the development and administration
of capital outlay programs: .

1. The primmy purpose of school facility
financing prograns is to provide funds
for housing cducational programs whicle
will ncet the diverse needs of the toral
school population. .

2. The stame has the primary responsibility
for establishing school facility standards.

3. Educational facility nceds are derived
from locally-determined, state-approved
cducational progranis. .

b A mixture of Federabstate-local funding
is necessary. Interstate and intra-state
variations in facility nceds and fiscai capa-
city must be acenmmodated in allocation
mocedures,

5. Retention of fiseal leeway is a necessary
condition for the proper functioning of
any school -facility financing programn,
whether the source of funds be local,
_state, or Federal.

6. Equalization through intergovernmental
grants-in-aid is an essential feature of
viable capital outlay programs. Stare foan
funds and building authorities can be used
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to enable fiscally distressed districts “to
meet immediate facility needs. Emergency
alloeations for relief of distressed districts
and similar stop-gap neasurcs only “pros
vide temporary relief, and should not be
considered asan adequate state plan.

7. Permissive  short-- and long-term borrows )
,ing from varied governmental and non-
governmental sources and appropriations
from all fevels of government are options
which must be available to focal districts
in planning facility financing programs.

8. lLong-range planning for constnicting and
financing school faciitics is an essential
clement in fiscally sound local school dis-
trict construction programs. N

9. Provisions of school facility financing pro-

" grams should be responsive to changing
cconomic and sociological conditions, but
also should be sufficiently stable and pre-
dictable to facilitate long-range planning.

) Barr and others (1970)

For these c(;nccpls to be implemented,
functional responsibilitics  among  local,
state, and federal governments must be clari-
fied. The authorsidentily major responsibili-
tics lor cacltlevel of govérnment. The federal
government should assume responsibility
for main taining broad-based :nd continuing
financial assistaiee for school construction..
Whenever necessary, particular attention
should be given to those arcas in which
state assistance falls short of real district
needs. Because of its aceess 1o progressive
income tax revenucs, the I'C(l’CI'ill govern-
menty seen to bein the begt position for
providing substantial linanciai assistance
this time.
© State involvement, according 10 the
authors, should reflect the principle that
the primary responsibiiity for education
lies with thestates. Accordingly, the authors
detail & number of educational, fiscal, and’
administrative interests required for effec-
tive state prograims. Local districts should

¥
t

retain the major vespousibility for planning
and constructing school facilities, but must
operiate within a system ol accountability
to the state. . ’
The study concludes by proposing cight
alternative programs for financing public

school facilitics:

¢ Variable Grants Computed on Recognized
Praject Costs
¢ Combination of Grants and Loans Based
on Recognized Project Costs
¢ Sute andfor Federal Loans for Recog-
" nized Project Costs
¢ Variable Incentive Grants Computed on
Locally Determined Cost of Project
‘e “State  andfor Federal
“School Building Costs

Assumption of

e Gruits and Mctropolitan Aren Financing
for Recognized Project Costs

& Variable -Grants Computed on the Basis
of a Pupil or Instructional Unit

® Fqualized Grants for Recognized.Debt
Service Prograns

Lach program identifies relevant measure
ments of need, allocation methods, uses of
proceeds, and funding sources. Additional
information details operating procedures,
positive and negative features, and adapta-
tions for modilying, restricting, or-expand-
ing_the program. All the progras reflect a
general preference for federal and stte
granis-in-aid over any t1ype of loan program.
Two appendixes provide additional informae
tion concerning state plans for financing
capital outlav and debt service and list
projections of staterand local revenues and
expenditures and federal:grants. -

EFL REPORTS ON
FINANCING ALTERNATIVES

Recognizing that many school districts
are having difficulties linancing needed con-' «
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school construction

struction under conventional capital outlay
programs, the Educational Facilitics Labora-
tories, Inc. (EFL) (1971) provides capsule
reports  on  cight alternative  {inancing
methodsusced successfully by local districts.

Pay-as-you-go financing. Moncey to, pay
cash. for all construction can -be obtained
through one-time levies approved by voters
and through accumulating money -in reserve
funds. This method may have limited 1se-
fulness, however. Not only does voter ap-
proval ol one-time levies today seem highly
uncértain, but many districts are restricted
by law as to the imount of moncey they can
¢ fund. Other methods
for raising cash are discussed in .\lll)Squanl
plans.

Stateaid. T'wo forms ol state aid predomi-
grants-in-aid  (gifts from  state o
school district) and state loan programs
yconstruction loans in licu of selling bonds
ou the open market). State grants and loans
scldom provide the full amount needed to
Facility; therefore, they are
usually regarded as supplemernzial to local
funds. EFL identifies states with grant pro-
grams, but doces not specily the progrants’
qualifications, which vary from stateto stite.

Federal aid. At the time EFL wrote its
publication (1971), the only major federal
assistance program giving funds divcetly for
was administered by
the US. Office of Fducition,
School Assistance for Federally Alfected
Arcas, School Construction Branch. Under
this program, “impact aid” is given to fed-
crally allected areas (areas where presence
of government installations adds children to
school rous). Other federal programs offer
indircet aid for site acquisition, planning,
and other special uses.

Redycing site costs. Noting that total
construction costs can |)(. lo\ulc,(l from 10

accumulate in a reserve

nate:

construct a

-

Division ol
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to 25 pereent through reduction or elimi- |

nation ol site expenses, EFIL discusses use
of urban rencwal ceredits and air rights over
public land as possll)k mcthods of .wol(llng
site .qulllSlll()n costs. T

Shared  facilities. Schogl (lislr»icls and
other community :lgcncics nmiy .cooperate
in building @ common, shared facility. This
can-be done in three ways. First, the school
district can build the facility and lease it
to otheragencics, using the income to offset
capital and operating expenses. Although
the district does not benefit linancially, the
city avoids- the cost of duplicate facilities.
Sccond, the school district can ask the
other
junction with a school. This plan
reduces the capital cost and is attractive to
districts with tight c.lpll.ll budgets. A third
option is to sharc first costs based on
expected pro vata usage.

Cooperative use ol the same facility can
reduce the districtUs construction and main-
tenanceacostsy while providing, within the
same physical structure, a range ol public
services in addition to education. EFL lists
some prospective local, county, and state
agencies willing te share facilitics and dis-
cusscs three methods of working out cost-
sharing formulas.

Nontax revenue.
through more
school districts have sold or exchanged land,
sold or leased ground rights and air rights,
or proposcd to build rentable space in con-

Nnew

Unable to raise money
conventional methods, some

‘junction with school [lacilitics. Since these
+ methods pose special legal and  political

problems lor the district, EFIL urges caution
in exploring such alternatives and recom-
mends  sceking legal counsel and testing
local opinions as necessary preliminary steps.

Bond issucs.
issuc-general (9I)I|g.|lum bonds is 1 traditional *

The sale of term or cuml

1
7
I

agency to build the facility in con-
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source ol revenue lm school construction. in which money flows from the action of
EFL briefly (lIGLlISSLh both types of bonds, constructing the school.
together with the’ Icgalm ol assuiming more ‘The fiyst category includes conventional
debt, qualifications for state loans, selling financing through tax incomes (cither gen-
bonds on the open market, and voter ap- cval ol)lw.mun bonds or tax levies) and use
proval ol bond issues. To forestall voter of .spcu.ll taxes such as thosc on gambling,
-opposition, EEL recommends the school sales, ot lotteries. Also included ave state
system adequately demonstrate the need for and lederal aid programs (cither grants or
facilities .by clearly ‘informing the public low-interest loans) and use of city develop-
about existing [facilities and ihe  specific ment sources relating to fedeval programs
needs to be met by new construction. forurban rencwal and aid to-mpacted areas.
Leasing. The EFL report discusses the “In the second category, methods that
(wo km(ls of leasing programs, short-term ‘generate money in connection with the
and long-term, cach with its own objectives. actual construction ol school buildings in-
Attention is given to .the implications of clude less conventional financingaliernatives
leasing from building commissions, non- subject 10 a widevariety of restrictions from
prolit corporations, and private organiza- state to state. Among these are shared-
tions and to the establishment of workable occupancy and leasing of air rights and/or
procedures for site acquisition, program- school [facilitics. These methods may also
ming, design, bidding, construction, opera- permit using revenue -bonds (if income from
tions, and maintenance: . Ld_])ll.ll expendstures is expected to pay off
The document concludes with eleven thé bondsf on a wider scale. Traditionally,
case  studies  showing  how  individual revenue bonds have been.used for income-
districts have used various, financing alter- - producing facilities such as swimming pools
natives. An accompanying chart illustrates and stadiums, but with new methods for
the decision-making routes that have led leasing and sharing space such income might
school districts 1o adopt one approach or a also be obtained from other educational
combination of approaches to solve their facilities.
facilitics needs. For additional information, Other methods in the second category
- extensive references are given throughout are land speculation, use of building com-
the text. . « . missions, and leasing Lrom public and private
the sccond EFL-sponsored survey. of corporations. I,un(l"spccululiuns may be
alcernatives to construction finance (Fitz- particularly rewarding in urban areas where
gibbon and others I'JT'I) focuses particularly land values are high. By wrading a school
on the legal and fiscal restrictions of’the St. site alrcady owned by’ the district for a site
Louis, Missouri, public school system. After of equal educational, but lesser economic,
discussing the St. Louis school system and value, moneys may be obtained for con-
its linancial history, the authors survey both structing needed facilities.
traditional’and innovative financing alterna- The authors used a computer program
tives that have been used acvoss the country. “to summarize the complex transactions
These alternatives fall into two categories: that are potential between a school-board,
methods i which- money flows into the the city, the state, and Federal Government,
system from édutsidé sources and methods public corporations, private developers, and
o

&
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money  sources.” Six broad hypothetical
plans were sclected from the computer
. results: ’
e creation of u special school-construction
district within the overall boundaries of
the school district '

v

e deeding school property to a public cor-
poration and theun teasing it back after it
is-improved

e purchase of improvements over a pro-
longed peériod of time

e acquisition of urban renewal land, part
of which is ther ascd for school func-
tious and part of which is leased

e leasc-purchase

e votcer approval of leasc-purchase

Relevant proccd(n‘;il anzl legal information
is included -in the discussion of each plan.
The authors conclude that lease-purchasing
plans, while currently subject to many legal
and statutory restrictions, suggest the most
promising solutions to St. Louis’s educa-
tional facilitics needs.

OTHER FINANCING PLANS

*“Two reports by Barr (1969a and b)
outline methods used by school districts to
obtain building funds when normal bonding
channels are blocked because the districts
have reached thieir maximunrelegal indebted-
ness. - One method- is the issuing of school
construction bonds by state or local public
schoolhousing authoritics. The authoritics
finance and supervise construction of a
school ad then lease the building 1o the
district. Rents collected by the authority
serve to repay the debt. Ownership of the
school  building normally passes to  the
school district on retirement of the ae
thority bond and the meceting of any other
fiscal obligations. Barr points out, however,
thatsuch bonds usually carry higher interest
rates than other bonds.

C. < Lo
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Under the second method, another gov-
crnmental unit (the state, county, city,
town, or township) issues general obligation
and ‘other bonds to finance the school
building. In some cases, bonds are redeemed
ihrough the use of special revenues such as
motor vehicle taxes.

"The Philadelphia School Distriet (1 1969])
presentsits long-range plan For school facili-
tics together with capital programs based
on the plan for fiseal vears 1970 through
1975, An essential aspect of the plan is the
censideration of construction subsidies from
special federal, state, and other sonrces.
Whenever possible, lower site acquisition
and demolition costs are sccured through
cooperation with local whan renewal pro-
gtams. In addition, Philadelphia officials
are secking state legislation to inerease the
maximum  school construction costs for
which the state will reimburse the school
district over-the life of a bond issuc.

BIBLIOGRAPHIES

Isler’s (1970) interpretive bibliography of
the cost factors in planning, designing, fi-
nancing, and constructing school facilities
lists ifty-seven publications in seyven arcas:
cconomices in school construction. school
sbond clections, renovating and remodcling,
construction  programs in speeific areas,
design methodologies and consjruction pro-
cedures, urban school constiuction, and
federal and state aid. Fach entry contains a
briel amnotation and the ERIC descriptors

used to compile it from Rosearch in

Education.

At the request of the President’s Com-
mission on School-Finance, the Educational
Reference Center (1972) compiled a com-
prehensive bibliography ol all, ERIC ma-
teriads relevant to educational finance.
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RESEARCH HIGHLIGHTS

Withaut ismediate cooperative zction by local, state, and federal agencies, a
com sination of judicial decisions, voter reaction to property taxes. ind general
soci -zconomic inequities willenforce a virtual moratorium on school construction.
Barr and others (1970)

<&

The aptimum revenue system for supporting educational debt should incorporite
the swbility of the property-based tax«nd the responsiveness of the income-based
Aan, farr and others (1970)

The coneepts of shared facilities and leasing of air rights promise siguificant
schocl site and construction: cconomies. EFL (1971) and Fitzgibbon and

.

others (1971) .

Districts whose normal bonding channels are blocked may obtain needed baildings
by leasing them from a schonlhousing authority. Barr (1969a and b)

Site acquisition and demolition costs may be lowered through cooperation with:
local urban renewal programs. Philadeplia School-District ( [1969] )
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