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cial programs. David A, Curry of the Manapement and Social SySLcms Area
is aulthor of Appendix C, a case study of Salina, Kansas,

During the field work phase of the study, data were gathered directly
from about 10 school districts throughoul the United States. The [ield
studies were conducted by Phillip Adams, Paul Slawson, and Dr. Alan Lazar
ol the Institute statl, plus four consultants: William Paul O'Day of
Salem, Ovegon; and James Guthrie, James Kelly, and Conrad Potter, all of
the School of Education ai Stanford University.

The Institute is gratelful to the many persons who [urnished assis-
tance during the study, These individuals include many school district
superintendents and the personnel of SAFA (School Assistance for Fecderally
Affected Areas), U.S. Office of Education.
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I INTRODUCTION

Federal Iustallation Phase-Outs

5ince the early 1350s, more than 1,000 federal installations have
been "phased out'--closed down, reduced in forea, or consolidated. Al-
though most of these installations were military, there were also nonmili-
tary ones, such as VA hospitals, [ederal prisons, and AEC facilities. As
a result of the phase-out of military installaftions [rom 1961 to July 1961
alone, 32,921 civilian and 52,913 military positions weve eliminated.
Schools were directly affected through the resulting changes in the status
and location of children.

In November 961, the Department of Defense announced new phase-outs,
scheduled over varying periods up to 10 years, ol some 80 relatively large
domestic installation.. It i# estimated that 34,900 and 28,500 civilian
jobs will be ellmlnated.T Considerable attention I * heen drawn to those
phase-outs because ol their magnitude and the signilicant general economic
effect they might have. The phase-outs announced in November 1964 are not
likely tou be the last ones, military and nonmilitary, that will occur in
the next several years.

Community and bLhoul Digtrict Impact and PL 874 and 815

Communities are affected by the presence of [ederal installations and
therefore by changes in the level of activily at these installations.
Churches, schools, highways, utilities, recreation centers, and other
facilities are built and.staffed, to serve employees of such federal in-
stallations and their Eamiliez. Althaugh a reductiﬂn in fedérsl iﬂtivity
ﬁﬂULﬂLlDﬂ receives SPELlllE 1&1mburgement iz@m th federﬂl ggv;rnment for
financial burdens imposed by the presence of fedsral installations.

PL 874 and 815 are the laws under which the [ederal government recognizes

an obligation to relieve cost burdens imposed on school districts by led-
eral ;fwc:tivityg$

*# Memorandum for the President from the Seecretary of Delense, Washing-
ton, D.C., October B, 1964.

¥ Memorandum for the Select Advisory Committee to the Secretary ol De-
fense from the Office of the Asgsistant Secretary of Defense, Washing-
ton 25, D.C,, December 7, 1964,

+ See SRI, Ent;tlements for Federally Affected School Districts Under
PL 874 and 815, Vols. 1 & 2, Menlo Park, California, 1965.
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The existing PL B71 legislation contains two provisions to compen-
sate school districls [or problems resulting [rom phasing out [ederal
installations: (1) a distriet in which federally conn=eted enrollment
falls below the threshold required for eligibility (usually 3 percent ol
total ADA) may stay in che program for an additional two :ears; and (2) a .
distriet which inecurs expenses for a certain number of fedarally connected
pupils; and cannot reasonably reduce these expenscs commensurate with a
sudden substantial reduction in this number, may be given additional com-
pensation by the Commissioner of Education,

Need [or and Objectives ol the Present Study

Federal installation phase-outs can have o number of adverse impacts
upoy school districts, These are discusgsed in detail in tne report; ex-
amples are: (1) negative effects on local economic activity, causing a
significant shrinking ol the tax hase, and (2) transler of employees who
leave their [amilies behind, requiring the alfected district to educate
the children without the assistance ol federal payments under PL 874.

Because of these adverse impacts, Lhere may be a rationale [or assis-
tance to school districts alfected by federal installation phase-outs.
The first objective of the present study is-to determine the extent to
which such phase-outs have created financial problems for school districts,
A second objective is to evaluate existing and proposed federal legisla-
tion dealing with transitional aid for schools afflected by phase-outs, and
te suggest the general guidelines that such legislation should include.
The proposed legislation evaluated in this study was submitted to Stanford
Research Institute by the U.S. Olfice of Zducation, '

attendance and finances, obtained from the U,S, Office of Educa®ion for
about 1,000 alfected school districts, and additional data chtained for
about 80 of these school districts by phone, mail, and personal visits.

O
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II CONCLUSIONS AND RECOMMENDATIONS

The Question ol Federal Responsibility for Phase-Oul Eflects

The significant reduction in lorce from the phase-out of a federal
installation can create many problems for a community. Only those prob-
lems that affect public education are considered relevant Lo this study;
other problems, such as unemployment, are considered only to the extent
that they alleoci a school district's ability to finance education,.

A previous study ol PL 874 by the Institute has shown that where
the federal government has an installation on tax exempt lands, it has
an obligation to pay school distriets for the education of pupiis who
reside, or whose parent works, on these lands.® But when such installa-
tions are phased cuat, no similar clear-cut obligation can be demonstrated
for payment to districts experiencing phase-out, Two oxtreme views aro
(1) the goverument has no responsibility whatever for the phase-out
effects on the community, and (2) the government is obligated in perpe-
tuity to support a pre-phasc-out level of education per pupil., A reason-
able compromise to these conflicting views is that the [ederal government
should make payments [or a transitional period to assist the school dis-
trict in moving from one level of revenue and expenditure to another, or
to provide relief [or Lemporary losses in revenue. 1t is also equally
reasonable that the federal government should assume only a portion of
the transitional costs, and that state and local agencies will share in
these costs,

Effect of Past Phase-Outs on School Districts

Since the passage of PL ¢74 in 1950, about E;ODDFschgul districts,
or 20 percent of all districts receiving entitlement under the law in the
period 1952-64, have experienced some federal installation phase-out (in-
c¢luding beth complete closings and significant reductions in foree). Our
study shews that in only a small percent ol these districts could the

lems, In a-stratified random sample »f 722 of these districts, H6 per-
cent experienced net entitlement declines that were less than & percent
ol total current expenses ol education (TCE)--about one year's normal
increase in pupil expenditures., In about 60 percent of the distrlets
experiencing some decline in :otal average daily attendance (ADA) because

v

* Bee SRI report, Entitlements for Federally Affected School Districts
Park, California, 1965.

Under PL 874 and 815, Menlo T
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1. Most installations phased out were relatively small and affected

=]

2. Most :chgql districts received only a small proportion of their
fro

m PL 874,

3. Most districts had federally connected pupils attached to several
" installations, and hehnce phasing aut any one installation did not
eliminate all of the district's entitlement. The impact was fur-
ther mitigated in this situation by the tendency of the loecal con-
tribution rate (LCR) for PL 874 payment to rise substantially.

4, Most of the larger installations that were phased out had their
pupils attending schools in a 1grgé number of schoo
so that the impact was dispersed.

a phas t occurred, the expansion of other
federal faElllLlES neutralized the effect of the phase-out,

Even where a potential prDblem did arise because of significant

decline in entitlement, there were factors making it relatively
easy for the state and local governments to compensate for the

loss ol entitlement. These Factors are discussed in the Lallaw—

o

L

ing section.

_Flnanclsl Problems QI Schcal DlerthE Experlenci ng Phase-Out

In additien to the overall study of several hundred school districts,
we made a study in depth of 45 school districts, representing those most
affected by the phase-outs. This study showed that even in this group of
415 most affected districts, relatively few had severe financial problems,
Eight of the districts experlenced declines in total revenue per ADA,
and another 27 had declines in net entitlement which would have résulted
in declines in revenue per ADA, except that revenue receipts from state
and local sources increased sufficiently to prevent the potential problem
{rom being actualiZed. Sixteen of the 45 districts had expenditure prob-
lems==meaning that revenues and ADA declined, bhut that expenditures for
education could not be reduced sufficiently to prevent a rise in costs per
pupil,.

The analysis presented in Chapters III, IV, and V suggests certain
conclusions concerning the causes, extent, and duration of financial

b



problems that can be espected to arise in school districts facing the
phase-out of a federal instslliation:

1.

[

A potential revenuz problem (i.e., a decline in total revenue

per pupil) can bhe expected whenever the decline in entitlement
under PL 874 is not matched by a corresponding decline in total
ADA--that is, when the pupils that were previously federally con-
nected do not leave the district., But this potential revenue
problem may not become actual.

The potential revenue problem will usually not become an actual
problem to the district, mainly because of increases in state

aid and local property tax receipts. State governments have been
increasing their share of financial supp@rt for education, and
inereases in state aid per pupil will be a major factor in help-
ing distriets through the transition périadg In urban distriets
especially, there has been a general upward movement in assessed
values and in tax rates. These can be expected to be responsive
to declines in other revenue sources, helping to ease the tran-
sition. Thus, only a minority of districts facing potential
revenue problems will experience actual problems, and these prob-
lems will seldon be large.

Although declines in total ADA tend to preclude revenue problems,
many districts can be expected to have expenditure problems--i.e.
those resulting from an inability to reduce costs of education.
While these problems may often be severe, they will also tend to
be of short duration-=seldom more than two years,

Severe debt service problemsg will seldom arise, because debt
service is usually only a small proportion of total costs. A
significant debt service problem will arise only under a unique
combination of circumstances—--recent construction without PL 815
assistance, and large decline in total revenue due to phase-out,
either unaccompanied by a decline in ADA or by a decline in cur-
rent expenses of education. ' !

The problems can generally be expected to emerge in the year in
which the phase-out occurs,; that is, significant time lags are
not anticipated,

The lactors thal can be cxpected to contribute to the emergence
of financial problems are shown in Table 1.

Relation between Past and Future Problems Resulting Eram Phase-Out

O
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Investigation as to whether our conclusions about past phase-outs
will hold true for future phase-outs is beyond the scope of this study.
An indication, however, that Luture phase-outs will not differ signifi-
cantly from past ones is provided by the recent phase=out of Lhe Schill-
ing Air Force Base and the resultant problems in the Salina, Kansas,
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School District. The'IaiLQWing paragraph presents the findirgs in this
case, which is fully discussed in Appendix C.

Prior to the Schilling phase-out, federal ADA was. 31 percent of total
ADA in Salina, correspoading to an average of 34 percent for the 45 sample
districts analyzed in our study. Net entitlement in Salina school dis-
tricts is expected to decline from 15 percent to 2 percent of TCE in
Lwo-year pariod, and 10 of the 45 districts in our study experienced an=
nual declines of this proportion. It is estimated that the ratio of the
decline in federal pupils (3(a) + 1/2 3(b)) to Lhe udecline in total ADA
will be ahout 0.87. According to our analysis, ne revenue problem should
arise under this condition, and in fact no revenue problems are arising
in Salina. Assessed property values are declining somewhat in total, bul
are increasing on a per pupil basis, There has been a moderate expendi-
ture problem, because costs could not be reduced as rapidly as the decline
in ADA. Al least two districts in our sample reflect similar problem

w

Conclusions and Recommendations Regarding Legislation

As shown in Chapter V, many school administrators are confused by

the existing legislation and do not know how to proceed after a phase-out

O
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ococurs in their districts. Part of the reason 1s that existing legisla-
tion contains emphasis on specinl cases or atypieal cases, without includ=
ing basic¢ principles that can be applied in the great majority of cases,.
Proposed legislation, as will be seen, is little better,

The following list of hasic principles may be used as guidelines for
legislation dealing with the phase-ocut problem in school districts.

1. Transition principle. The overall principle is the fundamental
assumption that the payments Lo school districts should ease the
financial strains ofl phase-out during the period of transition
from one pattern ol attendance and revenue to another. The
Office of Education is assumed not to take responsibility for
permanent subsidies to school districts; no matter what the
economic plight of U ¢ area may be, since such responsibility
belongs to other governmental functions.

2, Duration prineiple. Arisging [Lrom the transition principle, the
duration principle states that the transition period must have
a reasonable limit--neither too short ner too long. If too
short,; the federal aid is irdadequate, and if too long, the fed-
cral aid discourages reasonable local effort to make the tran-=
sition. A duration of 3 years will cover the great majority of
phase-out cases,

Problem definition principle. The [inancial problem due to
phase-out should be defined more concretely--as either a revenue
problem, or an expenditure problem, That iz, transitienal fi-
nancial problems may arise for school districts either because

L
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there is a decline in revenues without a decline in pupils (a
revenue piroblem), or there is a decline in revenues and pupils,
without a corresponding decline in costs of education (an expen-
diture problem). Since it is shown in Chapter V that state aid
payments and .property tax vevenues do not usually decline in
response Lo a phase-out, the decline in revenue may be directly
related to ghanges in net entitlement uader Sections 3 and 4 of
PL 874, With regard to changes in ADA, the revenue and expendi-
ture problems may be viewed as two ends of a seesaw: revenue
problems lLend to arise with a decline in ADA, whereas expenditure
problems tend to arise if ADA does not decline., Thus, in devis-
ing legislation, one should consider changes in net entitlement,
without concern to whether pupils remain in the district, or
leave.

4, Prineciple of nonfederal aid. Although the recommended solution
to the transitional problem is to compensate affected districts
for dgelines in net entitlement, our study has shown that under
mosSt circumstances, increases in state and/or local revenues
will occur to prevent actual revenue problems from ari-ing.

Since the lederal aid, proposed or existing, should be transilory,
it is reasonable to expect state and local governments to con-
tinue to assist in preventing or lessening the declines in rev-
enue per pupil, and to take steps to rediuce excess costs as soon
as possible. There is no research that can precisely determine
how much of the transitional cost should be borne each year by
state and local governments, but a reasonable figure will be sug-
gested in a later section.

5. Absorption principle. This principle combines the foregoing
principles into a formula that can eliminate most special or
atypical cagis, and gstandardize the procedures for determining
payments. Basically, the principle uses the economic fact that
per pupil costs of education have'bEEn inereasing at a rate of
5-6 percent per year,* Since this increase has been covered by
local and state povernments in the past, a total decline in
entitlement equal to 5 percent or 6 percent of total current
expenses ol education should be absorbable by most districts,
without recourse to federal aid., Twenty-eight of the 33 dis-
tricts in our sample which had potential revenue problems real-
ized annual state and loeal revenue inereases at the 5=-6 percent
level or higher. On the other hand, a few districts (rural dis-
tricts with poor tax base) would find it difficult to realize

- such revenue increases; therefore ao lower absorption rate may be

used,.

O
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The average annual increase in current expenses of education per ADA
during the period 1950-63 was 5.8 percent (U.8. Office of Education,
Digest of Educational Statistics, Edition 1956 to 1964; and Biennial

Survey of Education in the United Stat
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Anﬂlvzlb of Existing Legislation on Pha&es@ut LILELL&

Existing legislation pertaining to the effects of phase-outs aon
school districts is contained in Section 3([) of PL 874 and in the Purtell

5
Amendment to this law,

Section 3({)

Section 3(f) gives the Commissionér of Education wide discretionary
authority to provide reasonable compensation in cases of significant
impact of federal inst-llation phase-outs on school distriets. On the
surface, Section 3([) appears to offer a solution for almest all problems

ising from a federal installation phase=-out. Most school officials con-
tacted during our field visits felt that treatment of claims under 3(f)
were just and reasonably liberal.

Yet in practice, Section 3(f) [alls considerably short of theoretieal
coimprrelivnsiveness lh; me@rtant limitations of Section 3{f) are that it
applies onlv Lo LhE year of phase=out (no duration principie), and applies
only when there has not btiﬂ reasonable forewarning (a spealal case), A
major phase-out could cause problems extending beyond the single year when
phase-out occurs. Severe economic dislocation may cause local revenues
to decline, creatling a revenue problem in excess ol the decline in entitle-
ment. The problem created by lack of lorewarning can be better handled
by more standardized procedures, as will be shown subseguently.

The Purtell Amendment

The Purtell Amendment is designed mainly to solve the problems of
large urban school systems. However, such school systems represent a
small fraction of the total number that are affeeted or could be affected
by reductions in federal activity. The limitation of the Purtell Amend-
ment is that it is designed basically to deal with problems caused by
losses in lederal ADA over a narrow range-—from a little above the stan-
dard 3 percent of total ADA to a little below. In towns, rural distriets,
and smaller cities, the drop in federal ADA as a fraction of total ADA
may be much greater than 3 percent Irom major phase-outs, as shown in
Chapter V. The 3 percent standard is much less significant to these
medium and small size distriets than the aectual loss in enrellment and
net entitlement. Hence, the Purtell Amendment is usually of little help
to these districts. Furthermore, this amendment permits entitlement only
on residual federal ADA alfter the cut to below 3 percent. If federal ADA
falls to zéro, no payments may be made, The payments made under this
amendment are not related to the magnitude of the impact, and this is its
prime limitation., Even the amendment's recognition of the need for dis-
tricts to receive payments over 2 years is insufficient; the duration of

jphase-out LLL ects should be extended tec 3 years.
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Analysis of Proposed Legislation

Recently proposed federal legislation would amend Publiec Law 874 and
815, and would attempt to eliminate transitory problems resulting from
the closing of federal installations, The. contents of the proposed legis-
lation are summarized below:

_ ANALYTICAL SUMMARY OF PROPOSED LEGISLATION
(Bills in House of Representatives or Senate, 89th Congress,
1st Session)

Propesed Law Contents

H.R. G704 Amends PL 874 and PL 815 to d.sregard the installation=
closing order of 11/19/64; payments will be made for
one year as if no order had been issued,

H.R. 7931 Districts meeting 3 percent requirement for federal ADA
‘ get help if percent drops below 3 percent, for 4 years,
Payments: 1st year, full; 2nd year, 75 percent; 3rd
year, 50 percent; 4th year, 25 percent.

- . Districts faced with entitlement loss from phase-out
gel entitlement for year of phase-out, plus 2 succeed-
ing years. Payments: ist year, 75 percent; Z2Znd year,
o0 percent; 3rd year, 25 percent.

H.R. 9022 Virtually the same as H.R. 7931, plus the following.
All eligibility becomes 3 percent, and the 6 percent
requirement for large districts (ADA over 35,000) is
eliminated. )

Schools facing phase-out need ounly 1 percent require-
ment if they previously qualified with 3 percent. 1If
the federal ADA drops below 1 p2rcent, even this re-
guirement is waived; school gets payment for 1 per-
cent--again by decreasing amounts for 4 years: full,
52 percent, 66-2/3 percent, and 75 percent.

[#3]
7
[t
[in]
&
o~}

S.R. 1527 Virtually the same as H.R. 7931.

All of the proposals relating to the phasing out of PL 874 funds
suffer from the main basic weaknesses of the existing legislation. They
are not based upon the annual magnitudes of the decreases in total reve-
nue resulting from phase-outs, and the number of years such decreases
occur. They do not contain an absorption principle.

O R 10
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Recommended Legislation

The recommended legislation would he applicable to most school dis-
tricts in the United States. As a starting point, it would be assumed
that most districts could absorb a given increase in cost per pupil, be-

and local governments, In order to eliminate the number of special cases
requiring federal assistance, the normal annual percent inerease in cost
ol education (5-6 percent) need not be used. The absorption rate could
be made lower--say, 3 pergentaéthéreby minimizing the need for dealing
with special cases under Section 3(f) of PL 874.

Another alteration in the calculation procedure is suggested in order
to eliminate federal payments for normal inereases in costs of education
per pupil. Entitlement in year t+1 (year following phase-out) reflects
not only the change in federally connected pupils, but changes in the
LCR. Since the latter changes are presumably a reflection of education
costs, the decline in entitlement requiring compensation should reflect
only the decline in federally connected ADA. Thus, federally connected
ADA in year t+l should be multiplied by the LCR in year t in determining
the basis for payment in year t4+1, and the recommunded equation to deter-
mine the transitory payment in any year after phase-out is:

Paymentt+1 = Entitlementt - LCRt (3(3) + % 3(b)) ADAt+1 - 0.03 (TEE}t:
If a change in entitlement is greater than 3 percent of total current
gxpenses, 50 that a lederal payment is required, then additional payments
should also be calculated for two more years. It is suggested that the
payment in Lhe second year be based upon two-thirds, and the payment in
the third year, upon one-third of the change in entitlement which occurred
in the first year, These subsequent payments should also be subject to
the same level of absorption as the first payment; that is, 3 percent of

pauyment due in each of the years. Note that in the hypothetical example
shown in Figure 1, no payment would be made in the third year. It can
readily be seen that payments would be made for the full three years only -
if the reduction in entitlement (using the base year LCR) is greater than
9 percent of current expenses ol education in the base year. Seven of

the 45 districts analyzed in Chapter V fall into this ecategory.

Each yeér in which there is a decline in entitlement because of a
reduction in force at an installation is treated separately. Thus, it
possible for a district to be receiving three separate payments in one
year. This situation is shown algebraically in Figure 2, In the hypo-
thetical situation, net entitlement is reduced Lo zero in three annual
reductions: 1i.e., net entitlement in year t+3 is zero. 1otal phase-out
payment in year t+3 is equal to the sum of the following payments:

(1) third year payment for reduction in entitlement from year t Lo year
t+1l; (2) second yecar payment for reduction in entitlement from year t+l
to year t+2; and (3) first year payment for reduction in entitlement from

-
tn



FIGURE 1

HYPOTHETICAL EXAMPLE
OF ANNUAL FEDERAL PAYMENTS TO A SCHOOL DISTRICT
DUE TO A PHASE-OUT

PRECEDING YEAR 1sf YEAR L ) : n

“Payment
R ' 2nd YEAR

. 3d YEAR

Et = Met entitiement under Sections 3 and 4, PL 874, in year t,

E* = Met entitlement under Sections 3 and 4, PL 874, in year t+ 1,

e calculated by using the LCR in year t. Eff may be zero.

1
SOURCE: Stanford Research institute,
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year t+2 to year t+3. Such a situation would occur only where entitle-
ments were a very large proportioci: of total expenses in year t, * and where
very substantial reductions occurred in each of 3 years,

A 3-year schedule of decreasing payments is recommended for the fol-

DWlng reasons: . (1) 3 years is believed to be ample time to adjust to new

ircumstances; (2) none of the school districts s.rveyed in this study had
[inancial problems lasting longer than 3 years, and most had problems for
only 1 year; (3) the imposition of an absorption requirement means that
payments for as long as 3 years will be made only to districts experienc-
ing substantial decreases in revenue, and needing the longer period for
adjustment, _

N

\rﬂ

There is a definite need for a clause to take care of special cases,
but not the special cases of the type now being provided for--i.e., inade-
quate [forewarning, better handled by general legislation, as suggested
below. The new clause for special cases would cover situations such as
debt service problums, unusual cases of economic depression leading to
Significant reductions in assessed property values, and other situations
not reasonably covered by the above formulas.

This study has shown that local authorities will be better able to
alleviate {inancial, especially prendltur; problems if there is adequate
Laerﬁrn;ng oi a phaae ﬁuL The absmrpt;an principle in fact, assumes
mﬁdc in Lhe ELHQGl budgaL for th IlrsL year of the pnase-@uti l£ this
is not the case, then absorption of 3 percent of TCE may be suspended for
the first year payment, '

The recommended legislation arises from the experience of phase-outs
occurring during the 1950s and early 1960s when the economy was generally
experiencing economic growth, and the military phase-outs were a small
proportion of the U.S, defense establishment. Under these conditions, it
appears that most districts can adjust to the phase-out without impairing
educational values, and will require only transitional assistance of rel-
atively short duration. If, however, there were to be major disarmament

accompanied by widespread economic dl%lDEBthﬂ an entirely different
situation might arisc. The recommendéd legislation might then prove in-
adequate to the task, because of failure to take into account declines in
state and local revenues. At present, such declines are rare, and can be
handled by special consideracion under an expanded Section 3(f). In
addition, tliese declines generally refléct the poor economic health of
the community, a situation beyond the jurisdiction of the Office of Edu-
cation. In the case ol general disarmament, an entirely different form

* Entitlement in year t would have to be at least 15 percent of total
current expenses in order to qualify. As noted in the previous SRI
study, only 10 percent of entitled districts meet this Eﬂﬁﬂltlah
(Sce Table 3, Vol. 1, SRI, op. cit.)
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School Administrator Need for Specifi

munities. It is suggested that Lha folip nf Edu;atlan undertaké a study
to devise standby legislation that mlght be invoked in the case of ge

eral disarmament.

Infor matlmn A Handbook

|Leh

RIC

For many school administrators, the phase out of a major federal in-
stallation is a new occurrence. They cannot draw upon their experience
and readily assess the magnitude or scope QI the problems they are likel

o

to face. Though they may know their school system well, they are much

less certain of the impact of such a phase-out on the community and how
it will affect local response to the needs of education. See Appendix C
on how this problem applies to Salina, Kansas., Field trips by SRI staff
members in this study indicate that many administratgrs are uncertain
about what help is available to them, particularly from the federal gov-
ernment, and of exactly how they should present their problems, to whonm,
and when. We have found that local officials' lack of familiarity with
already legislated assistance frequently and unnecessarily increased the
problems caused by phase-outs.

Henee there is an apparent need for an instrument such as a handbook,
that brings to school administrators the experience of others, and dis-
tills for them the several laws and many procedures that may apply to
their problems. By having in one book all available information and ex-
perience, these local «flicials can better analyze their own problems.
They will then be able to use all available tools and take appropriate
action that will be prompt and direct.

The handbook could have three principal parts,

Case Studies. Description in the handbook of the categories of
school districts and of federal installations would enable the school
superintendent to determine which other districts are in situations
similar to that of his own district., For each category, the histor-
ical experience of all such districts could be summarized, and sev-
eral representative case studies could be presented and analyzed in
detail.

Outside Help. The several applicable laws and recent amendments
would be summarized, along with concise statements of specific cri-
teria that are currently applied in administering these laws., Such
information would clear up the doubts that many school superinten-
dents have about Section 3(L) of PL 874. This part of the handbook
could also include administrative formats for effective and complete
presentation of school problems and requirements. Not only would
sections of public laws 815 ¢d 874 be included, but also other leg-
islztion which might provide some relief. In this latter category,
cer ain aspects ol recent anti-poverty legislation would be explored,
as well as other varied new programs which provide increased federal
aid to education.

O
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Self-Help. A review would be made of effective technigques used in
the past by local administrators to solve, within their own authority
and resources, the problems caused by major federal base phase-outs.
A summary of these technigues would be provided. Alsoc discussed
would be: various economic measufes; methods of developing community
understanding of the school system problems; and alternative uses
that could be made of surplus facilities.

The Office of Education might also wish to consider sending a con-
sulting team to school districts that were having particularly severe prob-
lems, and that wanted consulting assistance. Such a team, in several days,
could review and analyze on the spot all aspects of the situation. They
could then discuss the numerous alternative solutions and courses of action
available to local schoel administrators. The function of this team would
parallel that of the consulting teams of the Office of Economic Adjustment
(Department of Defense) which deal with broad community problems or even
regional problems of economic development.

16
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RAL INSTALLATION PHASE-OUTS

3
|
m

III CONCEPTS IN THE STUDY OF

DUthlLlﬂn of Lhe Pxnblem%

This study is concerned wi
cddistricts when federal inst

-h financial problems created in school
la 1 a
lor agencies other than school distri

re phased out. Problems created
Ls are not Eansidered in tlls giudy,
I

f
i

because such problems ore nol the col
Although non-ltinancial problems, such as Lhube lelﬂted to pupll agp ira-
zions and quality of educntion, may also arise due to phase-out, they arc
considered in this study only to the extent that they are reflected in
district finances. Financial problems are emphasized for four reasons:
(1) Nonlinancial problems are more likely to be permanent than transi-
tory; (2) the federal government can directly assist in alleviating the
financial problems; (3) many nonfinancial problems have a financial
counterpart in the school budget, and can be handled by financial assis-
tance; and (4) nonfinancial problems are difficult to guantify in a con-
gistent manner., '

A financial problem is said to arise for a
the phase-out results in revenues lalling, or eo
in relation te the number of pupils in the distri
cation. TFinancial problems arce expressed in per pupil tErmé, bhecauso
the assumption that the task of the educatienal agencies is to provide
cducation for individual pupils. Thus, if the phase-out causes a reduc-
tion in pupils, and all revenues and cosls are reduced in the same pro-=

guality, then the phase-ou
tion,

portion, without sacrifice ol educational
not caused any [inaneial problem ol educe

H
=
=)
b

J -

For purposes of this study, we recognize three types of financial
problems:

1. Revenue Problems. Where revenue per pupil declines for either
ol two reasons: (a) there is a deeline in net entitlemént under
PL 874 wilhout a corresponding decline in pupils,; or, (b) for a
variety of reasons, the phase-out results in declines in state
or local revenues greater than the decline in number of pupils.

2, Expenditurc Problems. Where costs of cducation per pupil rise
because of the inability te reduce certain costs of education,
even though the number of pupils to be educated declihes.

L

Debt Service Problems. The fixed obligation ol debt service
crentes a signilicant problem lor the school district whenever
(a) recent construction leads to debt service which is a high
proportion of total cests-{usually over 10 percent), or (b) debt

17
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service is a moderate proportion of total cests, but revenues

have declined severely.

The financial problems of school districets may arisze from either
direct or induced effects. A direct elffect is a change in school revenues
or costs resulting directly [rom changes in the status or location of fed-=
cerally connected pupils and their families An  induced effect is a change
duc Lo the ecconomic impacet on a community Er@m an installation phase-out,

Direct Effects on

\!:1

1 District Revenues

Federal Entitlement under PL 874

Phase~-ocut ol a federal installation can result in an immediate reduc-
tion in revenue because of elimination of entitlement under PL 874, How-
ever, there are two sections of PL 874 that are spegilically designed to
mitigale the impact of a [federal phase-out. S8ection 3([) authorizes the
Commissioner of Education to use different entitlement criteria in situa-—
tions such as phase-out. Thus, when a school distriet has made reasonable
preparations for a number of federal children, only to see this number
substantially reduced (at least 10 percent) by federal action, the school
district is compensated as follows. The Commissioner uses his judgment
as to how much of the financial problewn the federal government should
assume, but only for the one year when the drop in federal enrollment
occurs, In this case, the school is expect=d to reduce some of its edu-
cational costs hy adjusting its services to decreoased enrollment, and then
the payment of federal money is based on the original entitlement (when
federal children were there) minus the value of the economies made or ex-
pected to be made by the school after the federal children have gone.

Unedeoyr the Purtell Amendment of 1959-60, a school district which had
previously qualified for entitlement (3 percent or more of its ADA being
federal children), and which then experiences a loss in this ADA that
brings it below the 3 percent level, can s5till qualify for federal sup-
port. Full entitlement will be paid for the actual federal ADA in the
fisecal year in which the drop occurs, Payment for the following fiscal
year is reduced by L0 percent of what the loecal contribution rete (LCR)
for that year would normally be, After this second year there is no
payment.

} mm

Occurrence of Direct Effect

Direct effects occur in two steps: (1) ¢ change in the status of the
federally connected pupil; and (2) actions of the family because of the
installation phase-out. The pupil would have been entitled under one of
three subsections of PL 874: (1) Sectien 3(a)--the pupil lives on a‘ fad-
eral installation, and has a parent who works on a federal installation;
(2) Section 3(b)l--the pupil lives on an installation, but has no parent
working on an installation; and (3) Section 3(b)2~-the pupil lives in



private housing, and has a parent working on a federal insta on.
Entitlemert for a Section 3(b) pupil is at one-hall the rate for a Sec-
tion 3(a) pupil. If the federal payment to a district is just eti
the intent of PL 874, then this payment is equal to the amount of local
iy 2]

s

revenues that the district would receive from normal lsx sources if th
pupil was not federally connected, As was [ound in the Institute's pre-

vious study of PL 874, the payment differs from the required p

a majority of districts. The elfects of this divergence are discus
later. At present, the effcets are discussed as if the correct lederal

payment was being made prior to the installation phase-out,

Parents of pupils under Section 3(a) are usually members of the armed
forces, or temporary construction workers. In either case, phase-out of
the installation (or completion of constructisn) simultaneou 181y eliminates
the federal entitlement and the federal pupil, since phase-out of the
installation is usually accompanied by the transler of the Tfamily to a new
lovation. The PL 874 payment per 3(a) pupll should have bhee
Lo the local revenues f{r
pupil and the associated federal revenue, therefore, does n

ederal and local revenues available per pupil.* Under thi condition,
llnlnatiaﬁ of pupils under Section 3(a) through insta 1laL1ﬁn phase-out
should not result in any revenue problems for the loecal school di t
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ln Lhe a
likely tl Lhe family will move to private houging i
permit the working parent to continue in the same Jjob. The school district
will lose the lederal entitlement when the public housing is phased out.

If the family finds existing housing in the district redu21ng the vatancy
rate, this will not change district revenues [rom pr axes, but will
re aulL in a decline in fedeval revenue per pupil, because of the loss of
PL 874 entitlement. If the family builds a new home that makes a net
addition to the tax rells, then the increase in local property tax revenues
will compensate [or loss of PL 874 funds. If the family finds private
housing outside the school district, then the school will also lose the
pupil. In this situation, local revenues per pupil will increase, becaus
the loss of ledesral funds will he Equal to only one-half the nDrmal local

revenues per pupil,
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10 other lederal installations for which the community
itlement, then the claglng will result in federal payments
Zero, under our previously stated assumptions.
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2

For 3(1)2 pupils--those living in tax paylné residences, with
parent working on lederal praperLy—=L;vg alternative situati :

r:p
=
i
(]
e
=
=
H
[
i
i)

1., Family leaves area, seeking employment celsewhere.

[
mn
=

2, Family remains in distriet, and parent unemployed.

3. Family remains in district, and parent replaces somebody else in
an existing job.

4. 3 in district, and parent takes a job outside Lhe
district,
5. Family remains in district, and parent takes a newly created job

in the district.

rea, creating a rental vacancy, there is
rty tax, and the result

ime, the additional

mm

al venues from prope
is that 1 ;al revenues per pup;l rise. However, in t .
vacancies could drive down property values, and local revenues might de-

i

P
[
o

iy

o

If the family remains, and the parent is unemployed, then there is
i t any other change in local revenues

it
=y
2
-
-]
s
E‘

a decline in federal revenues, witl
or number ol pupils; therefore, total v

same effect on s~hool district revenues occurs if the family remains and
the parent replaces an existing worker in a job, or commutes to a job out-
side the district. In none of these cases is any additional revenue gen=
erated to supplant the f[«deral payments

enues per pupil decline. The

LF\

If the iamily remains and a new job is created for the worker, .then
the decline in revenues per pupil will be only temporary. As socon as the
new business activity represented hy the new job is on the tax rolls, the
total revenues per pupil (not consie. ring the secondary income-generating
effects of the ne ivity) will be approximately the same as previously--
perhaps more or less, depending upon the relationship between the tax pay-
ments of the increased business activity and the federal entitlements.

Effects of State Aid Payiients on Local Districts

On a national average, state 40 percent of total
revenues f{or school purpeses and is therefore a major factor in school
inancing. Cun:équently, the 1EspDnSE of state aid to [ederal installa-
i I i poa

=3
w

A state aid program may be classilied as one ol three major types:
(a) flat or nonequalization aid per ADA, (b) equalization aid, with a
pupil support level set by the state at some dollar figure and with local
effort defined in terms of assessed valuation or an economic wealth
(nonproperty) index, and (e¢) equalization aid, with the state paying some
percentage of district-=set total program costs, the percentage being

determined according to the distriet's aszessed valuation per ADA,

20
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Total flat aid decreases if fed
trict, thus producing a declini t 1

pupils remain even when there is a shift from Ied;qu LD naniederal ADA,
Aid per pupil is independent of 1o1 =
long as the children stay.

Equalizaltion formalas, with a base support level and local efflort
zase state aid per ADA any time

m

defined by assessed valuation, will decre
that valuation per pupil rises, as in the feollowing situations:

1. The 3(a) pupils leave the area, resulting in a smaller ADA with
n hanpe in assessed value.

2., The 3(a) pupils become 3(h)Z2, or the 3{(h)}1l pupils become non-
federal, with a consequent substitution of private for public
""" th

housing, resulting in an increased assessed value wi
stant ADA.

or Qammerﬂial values, w;Lh no ;hsngé in ADA.

When an economic wealth index is substituted for assessed valuation,
the egualization formula should produce a more accurate estimate of a
district's ability to support .schools and should become more sensitive to
local changes. But the accuracy and sensitivity depend on the selection
and updating of index inputs. Theoretically, the Ehualizati@n formula
responds the same with either measure.

State equalization aid may be computed as some percentage of actual
cost In such a formula, i1f the phase-out results in a decline in ADA
with a less than pt DleLlDHdLQ drap in pgr pupll costs because o a ]
sl fects (discussed l;LEL)
much and can actually inci

If the inecrease in =g - ecrease
in ADA (or costs) results in local revenues rising just enough to counter-
balance the decline in federal payment, then the decline in state aid for

upil.

the .above situations causes a decline in total revenue per pupi

Several states with equalization programs offset part or all of the
PL, 874 payments. (See Chapter 6 in the previous SRI study on PL 874.)F
In such states, PL 874 funds are usually Lreated as an increase in the
loeal ability to support schools. For districts in these states, the
negative elfects on state aid due to a federal phase-out are lessened,
That is, the decline or elimination of the federal funds would cause stite
aid per pupil to decrease less severely under the conditions outli
above,

# Throughout this 'E)Drt, the ''previous SRI study’ referred to is:
Entitlements F rderally Affected School Districts Under Public
Laws 874 and “Vols. 1 & 2, Menlo Park, California, May 1965.
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The After-Effects of Windlall Federal Payments

As described in thez previous Institute study of PL 874, a majority
ol school districts receive payments per pupil in excess ol payments
necessary to equalize the revenues from families of leral and nonfedera
pupils, These windfalls will disappear upon the clos of the federal
installation.

Pistricts rezaiuing these windfalls can suflfer a reduction in total
revenue per pupil even when a pupil leaves the district., For example,
suppose local revenue per pupil for nonfederal pupils is $50, PL 874 pay-
ment per federal pupil is $150, total ADA is 10,000, and federal ADA is
1,000 (all Section 3(a) pupils). In this case, total local revenue is
$150,000 (9,000 x $50), federal payment is $150,000, and total revenue
{federal and local) per ADA is $60. Phase-out of the installation results
in ADA declining to 9,000, and total revenue per ADA declining to %50,

On the other hand, it is possible that a district ean-build up a large
SUFplu% fund thraugh nat 5pénding thg’e windisll payméntg anﬁ can use

plDbleE.

Induced Effects on School District Revenues
Phase~out of a [ederal facility can have effects on a community
similar to these that result from a major factory shutdown or layolf, or

the phase-oul of any other major activity thdt essentially exports its
products and creates local income through employment and purchasing.
These effects reverberate through the community, causing unemployment,
declines in retail sales, and loss of property values. Some of these
effects strike immediately, while ot hers occur after some time lag.

Examples ol Induced Effects

There are many examples of a depressing economic effect upon a com-
munity from phase-out of a federal installation. A few examples follow:

omic base of both Lees-

1. Fort Polk, Louisiana., This was the econ
trict) and De Ridder

ville (seat of Vernon Parish School Dis
(seat of Beauregard Parish School Distr

iet) in Louisgiana. The
majority of businesses in both towns were oriented toward secr-
vicing the military personnel of the Fort. When the installa-

tion was pliased out, business failures increased significantly,

the assessed valuations declined, and the populations decereased,

2. Naval Station, Astoria, Oregon. This was phased-out in 1952,
and again in 1961, at both times resulting in large commercial
losses; the 1961 phase-out caused 20 percent of the population
to leave, ’

11
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3. Mojave, California. In 1959, Lt his town had geared itself to an
announced $80 million LDDﬂLFUEthH program at the Marine Corps
Auxiliary Air Stﬂti@n, and had made investments in anticipation.
The sudden cancellation of the construction program and the very
quick phase-out of the Air Station left Lthe town in a relatively
depressed state,

1. Presque Isle, Maine. This small town was hard hit by the phase-
out of Lhe Presque Isle Air Force Base. ™
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in the face of falling incomes, and in this case, school reve
never reflect the economic deprivation in the community. Thus,
stand the economiec impacts of a phase-out on a community, we nee
the magnitude and the timing of specific induced effects on sch
nues. We coneclude, therefore, that without a significant rese
over a considerable period of time, it will not be possible to anti
the induced effects on school revenues that accompany particular economic
impacts in the community.

For instance, the community may decide to maintain Lhe level
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Time Lag and Ccmplc xity of Induced Effects
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One aspect complicating the analysis of induced effec is i
phase-outs, although looked upon by communities as being detrimental when

# See Chapter V for a discussion of the finan
school districts under conditions of signif
cluding those mentioned here

cial problems created for
icant economic impact, in-

¥

o]

communities in metropolitan areas have been generally experi-
1 2
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they occur, actually Lturn out in many cases to be beneficial, A Tew ex-

amples are given below:

1. 1In 1961-62, an Army Signal Depot, employing 1,300 people, was

phased out in Déﬁﬂtuf; Illinois, Within a very short time, how-
ever, the Firestone Tire & Rubber Company bought the depot plant,
and the General Electric Company acquired a plant site. Within
four years, these companies employed 2,300 persons and added to
the tax base significantly. The eity of Decatur is betzer off
because of these

15
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events.

i

2. In York, Pennsylvania, a Navy installation that was phased out
Co. The plant's payroll went from $5.5 million to $16 million,
with obvious benelicial effects on the economic life of York.

3. In Presque Isle, Maine, an Air Force base that was phased out
was turned inte an industrial park that provided employment for
about 200 people.

4. The economy of Edenton, North Carolina, suffered a significant
slump as the result of the phase-out of the Edenton Marine Air
Base, beginning in 1858-59. Through loecal initiative, the tax
hase has been increased, and the area is economically sound.
In Pittsburg, California, the phase-out of Camp Stoneman had a
depressing coffect upon the local economy but the townspeople
thought they were better off, since undesirablie commercial estab-
lishments were eliminated.

1}

There is no obvious connection between the rate of growth of a com-
munity and its ability to finance education. Rapid growth implies higher
per pupil capital expenditures to provide new schools, but this increase
is somewhat counterbalanced by the tendency to have a higher percentage of
young teachers at beginning salaries, thus decreasing the current cost of
education. The complexity of the relationship between growth and finaneizl
ability leads us to conclude that the induced effects can create signifi-
cant and gquantifiable financial problems only where the phase-out results
in a net decline in economic activity.

..The Duration of the Financial Problem

O

The duration of the financial problem will vary because the adjust-
ments required to alleviate them will vary. Some districts may take more
than a year to recover from phase-out effects. The time depends upon the
amount of- forewarning, the abruptness of the federal phase-out, and the
rate of change in population and economic activity in the community. For
example, the immediate effect may be a rise in unemployment, with a cor-
responding. fall in revenue per pupil, followed by creation of new jobs or

‘outmigration, with corresponding recovery of revenue per pupil.

24
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The Effects on Costs of Education

Although there may be effects ol the phase-oult on educational pro-
gramming, because the federally connected pupils may have had diffe
interests and nceds than the rest of the community, the énlv induced
cffect thal responds to financial aid is an elffect that is related t
cost of a given program. Substantial declines in the number of pupils in
Lhe district can increase the costs per pupil because of scale effects,

Three Lypes of sHcale efflecls may be recognized: (1) overhead expenses
that are unaltervable, resulting in a permanent increase in costs per
pupil; e.g., debt service and some administrative expenses; (2) overhead
expenses that temporarily must be spread over the smaller student body,

but that can be reduced in time; and (3) educational expenses thal can

only be reduced by a reduction in the program, e.g., reduction of special
offerings, such as music or arc, that are provided by a single teacher for
the district. At worst, the proportionate inerease in these costs cannot
exceed the ratio of total ADA prior to the installation phase-out to total
ADA after phase-out, because the increases in costs per ADA are due to the
decline in ADA and not to actual increases in costs,

Teachers present a special case. Some have protected positions, and
cannot be summarily released. Furthermore, if a basic course must be
offered, such as plane geomolry or a teacher must be
maintained to teach it, despite the IncL thiL the individual c¢lass may be

udents. Release of other staff members may invelve

reduced from 25 to 5 st
significant severance e:

The specilic problems caused -by teacher tenure statutes for a school
district that wishes to decrease its staff cannot be determined without
reference to court decisions on a state-by-state basis--a task that is
outside the scope ol the present study. However, a preliminary check of
the EBducation Codes of the 5thut:5 of six st t s indicates that four of
Lthese states do provide for g with lifetime tenure if
Lhe pupil population dECPEQS'f lzo, the National Educa-
tion Association, Washington, D;Cé, 1nd;QaLed that 14 states cdo not have
teacher tenure laws at all. In some of the other 37 states, the teacher
tenure laws are nol statewide; they may apply only to school distriects in

cities over a certain size.

In the California statutes that deal with teacher tenure, there is
provision [or rehiring laid-off t=achers . sible. These
Lgavhar‘ retain their zen;urlLy, and t y Spend between
are Elven prefer-

d

ight to re-=

ence whmn a me opening ocaurs
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appointment. ., . .

Cantr%ﬁyt;ng C;u&g& Df L;ngnglﬂl Problems

The extent Lo which financi
upon the following: (1) the rel:

ial problems are created depends mainly
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{2) characteristics of the federal installations, and of the federal
families, inecluding the speed and degree at which the [amilies leave the
area after the phase-out ol the facility; (3) the locaticon of the lederal
lity; (4) the timing of the phase-out and amount of forewarning;

the economic viability and structure of the community; (8) the man-
rial ability ol school dislrict administrators and community leaders.
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RLlﬂElVE Imp@rtanc& of FEd;iEl Pagmnnts

The importance ol a federal payment to a school district ean be de-=
Ifined only when the payment is related to the total revenues of the dis-
triclt, For example, 1if the total ADA remains unchanged, the eliminstion
ol $1 millien in lederal entitlements creates more of a problem for a
disgtrict with total revenues of $5 million than for a district with reve-
nues of $50 million. In fact, the problem in this case would be expected
to be about ten times greater. Yet, whether the problem will actually be
ten times greater depends also on certain characteristics of the federal
payments. Federal payment as a proportion of total revenue is determined
by the lfollowing: (1) the proportion of pupils who are federally con-
nected; (2) the classification of federally.connected pupils as 3(a) or
3(b): and (3) how the local contribution rate used to determine entitle=
ment compares with the actual local share of current expenses in the dis-
trict. The first point is self-explanatory. The importance of the
second point derives from the fact that pupils under Section 3(h) . oceive
payment at hall the rate of a pupil under Section 3(a). Thus, if a given
proportion of pupils are under Section 3(b), the distriet receives only
half as much federal entitlement for them as it would if they were under
Section 3(a).

Pupils under Section 3(a) are mostly children of military families;
the only other situation in which federal housing is normally provided
for employees 1s in major construction projects, which are by nature tem-
porary. The 3{(a) pupil is relatively uncommon, only 15 percent of fed-
erally connected pupils being currently under this section.

As was demonstrated in the previous SRI study of PL 874, the intent
of PL 874 is to pay for federally connected pupils at a rate equal to the
revenues that would normally accrue to the district for pupils who were
not federally counnected. There are, however, provisions in the law that
permit payment at rates substantially 1in excess of this amount, providing
windlalls [or the recipient districts. Where a windfall occurs, a decline
in federally connected ADA at phase-out causes a larger proportionate de-
cline in revenues, and such a loss of revenues tends to intensify the

school district's financial difficulties.

Although approximately 4,000
L 874, in only a minority of the hese funds a significant
aroportion of total revenues, In 19 , only 18 percent of the entitled
districts had PL 874 funds that were more than 10 percent of the current
expenses of education; in 64 percent of the districts, these funds were

s receive entitlement under
£

-t \!-rd

o 26

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

less than 5 percent of expenses. Thus, if it should be found that a dis-
trict can reasonably be expected to absorb revenue declines of 5 percent
in one year, then most entitled districts would require little or no
assistance in making the adjustment (except when a phase-out negatively

alffects other sources of revenue),

Federal Installations and Connected Families

=

The Characteristics o

i

Phase-out of an installation has different effects on revenues, other
than entitlement, and on ADA, depending upon both the characteristics of
the installation and tho charactervistics of the families connected with

the installation.

Federal Installation Characteristics

Different types of federal installation support families with dif-
ferent characteristies relevant to problems of public school financing:

1. Military bases mainly have families that tend Lo have a rela-
tively large number of children (excluding unmarried personnel
who generally live on the base), tend to live in a high propor-
tion of rental properties when they live off the base, and mostly
leave the area upon phase-out of the base.

b

Defense plants such as NASA centers and AEC production centers
tend to have a high proportion of civilian personnel with higher
than average incomes, property values, and educational expecta-
tion. These people leave the area at phase-out, unless it con-
tains suitable alternative employment opportunities, though their
departure may be less rapid than that of the military families.
Their assessed value per pupil is higher than that of the mili-
tary; their departure has a larger effect on school revenues and
on schoel program requirements.

3. Nonmilitary federal installations such as VA hospitals and ship-
yards have varied characteristics, with a high percentage of non-
permanent skilled civilian workers. Upon phase-out of these
facilities, the personnel tend to remain in the area, or leave
slowly to find work elsewhere. They include more permanent,
home-owning residents.

4. Construction projects attract employees both from inside the
local community and from outside. Short term construction, such
as that of Titan missile silos, typically causes a fienzy of
activity in the area. The whole economy is distorted by short
run competition for goods and services. Little capital is at-
tracted to provide additional facilities because of the temporary
nature of the work. Housing is usually not on federal property,
and students (and there are proportionately few) are 3(b). ’

27
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ause they take longer to build (e.g., 4 to

characteristiecs bec
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Thus, because more money and effort have gone int
and expansion,- the phase-oul may cause greater prob
workers remain if other construction activities pro

meitt; otherwise they leave.

Federal housing projects are mostly left over from World War IL.
nitially, space was allocated to federal employees, so that all
students were 3(a). As time passed, nonfederal families were
admitled in increasing numbers, and the percentage ol 3(b)1 stu-
dents has grown accordingly. Almost every such project today is
inside a school district. The [ederal government has disposed
of many ol these housing Facilities, with a corresponding loss
in federal entitlement for the school districts. The pattern ol
disposition has varied: private home owners have sometimes pur-
chased individual units; civic corporations have been established
and have purchased others and redeveloped the entire area; and
in still other cases, the structures themselves have been sold

and moved away, the land being disposed of separately. Since
most of the families have local employment, they remain in the
area, increasing the demand for, and eventually the supply of,

private housing.

Family Characteristics

Se

1.

4.,
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veral family characteristics affectl school revenues:

Military personnel and permanent eivil servants ave transferred
immediately upon phase-out, whereas other employees may remain.

of retired couples, federal personnel may
r n

sence
children per family unit.
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Federal installations have T
which may signifiecantly alter thglr per Eamllv pleEIty values
compared with the average of the surrounding community. For e
ample, military personnel in S8alina, Kansas, have property
per family only three-fourths of the average of the familie
are not federally connected. On the other hand, the person
of Cape Kennedy have drastically raised the per family pro
values in the area.

ith frequent
pers@nnel turngvgr_may hav; 31ther ;heaper hausas or more rental
units than houses. This condition again tends to reduce the per
family property values associated with federally connected fam-=
ilies.
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Rights ol Employees in Moving Families

Military personnel and their families who are living on a base in
military housing have litile or no choice as to when they move. If the
military man's family is living in the community, it is up to him whether
they stay on. The military authorities, however, try to move families at
a convenient time whenever possible, such as at the end of the school
year,

A permanent civil servant living in the community theoretically has
two years in which to have his household effects moved by the government.
However, he often transfers at the governmenl's convenience A temporary
civil &ulvant has no tenure and receives no assistance in jéb placement.

He is simply toerminated, and may return to the work force.

!"ﬂ\

There has been an increase in the concern and in the feeling of re-
sponsibility of the Department of Defense toward people whose jobs are
eliminated because of phase-outs., This increase started around 1957 when
some of the larger phase-outs took place and adverse impacts began to
appear. By the time some phase-outs were announced in March 1961, a
placement program had been worked out with the aim of guafant221ng L&Ely“
one a chance to get another civil service job. This placement program
proved o successful that some bases were able to phase out ahead of
time.

Federal legislation that has been passed authorizes the Secretary of
Defense to purchase an employee's home if the value has dropped substan-
tially because ol a phase-out. This legislation also provides a temporary

stusnension of payments on FHA and VA mortgages f{or an unemployed civil
servanlt who is unable to meet his obligations. The legislation still
awaits funds from Congress. In November 1965, the Secretary of Defense
presented to the Bureau of the Budget the budgetary noeds for implement-
ing the legislative program.

Federal Installation Location

One important aspect ol federal installation location is whether it
5 located inside or outside ol the school district under consideration.
I it is lnéldg the district, the alternative use of the "former' federal
and after phase-out of the federal activity could, in the long run, pro-
ide revenue to compensate for the problems caused by the loss in federal

ntitiement.

\l—“

If a federal installation mutsid. che school district is phased out,
PL 874 payments are eliminated. . yardless of what subsequent nonfederal
disposition is made of the federal assets, the source of revenue to the
distriet is permanently removed, Jf the ex-federal children continue to
attend district schools (e.g., their parents remain in the district),
revenues must be raised from remaining residents and existing commercial

property.
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dominately residential)

In a so-called "bedroom community' (i.e., p
[ the lamilies remain, or 1if their residences are gquickly refilled with
milies having nonentitled students, then the school district can turn
»nly to resideants' taxes for school revenue. After phase-out, it has
gssentially che sanme ADA and tax base, bul not the benefit of the PL 874
payments, The community must then make a greater contribution, or accept
a decrease in th quality of education. One can argue with some justifica-
tion that the "'bedroom community' should not have received full federal
entitlement in the first place.® However, since the payments have been
made, and sinee their loss results in a drop of revenue per ADA, the
school district is confronted with immediate problems. This case is one
variation of the "windfall" problem already discussed.
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Timing

The timing of a phase-out is a critieal factor in determining the
magnitude and number of problems caused. The length of forewarning an
the duration of phase-out have interrelated effects.
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ge in pragected enrallmenti Expansion plans can be
ted, cash reserves can be built up, and future con-
=n to reflect the reduced requirement for services,
rning, school officials can carefully control new
ductions are reguired, they can come from normal
attrition. The gfe er the ferewarning the better, but the point at which
warning is critical the fcllowing school year is usually in February
or March. At this time, plans and the budget are set, and teachers' con-=
tracts are signed. If warning of a reduction in enrollment for the fol-
lowing school year comes after February or March, excessive expenditures
are likely to result.
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The duration of phase-out is equally important, Even if warning of
a major cutback is minimal, a gradual phase-out over, say, a 3 or 4-year

period will greatly ease the burden. However, il the school system must
absorb the total logs over one year, the degree of impact is markedly in-

The interrelationship of phase-out duration and length of forewarn-
ing is clearly shown in the worst case; the greatest [inancial burden
= and

y
occurs in a school district when there is little or no far—warning
se=out is only one year.

when the phas

* The previous SRI study of PL 874, p. 93, recommends that a district
receive federal compensation for 3¢(b)2 pupils in proportion to the
percentage of its workers that typieally remain within the school dis=
trict for work. ' :
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Economic Viability and Structure ol the Community

The economic character of a community is a major determinant of its
ability to overcome the problems caused by a federal phase-out. For ex-
ample, the nature and level of the tax base are important., Il a signifi-
and prospering industriul property, an increase in commercial tax rates
to offset the [inancial loss from phase-out will impose little hardship.
At Lhe other extreme, any loss in revenue in a low-income bedroom com-
munity may be difficult to offset, and the loss further reduces an already
marginal educational effort.

In addition to the nature and level of the tax base of the local com-
munity, the sconomic diraction of the entire area surrounding the school
district is important. If the surrounding area is expanding greatly,
other economic factors in the community may well offset the negative in-
Ifluence of the federal phase-out. If the economy is static or contractiag,
the problems for the school district may be well beyond the capacity of
the community to solve without ocutside help.

Managerial Ability of School Administrators and Community Leaders

The level of ability of school administrators can markedly affect
the fiscal soundness of the district when a phase-out occurs. Their
ability also determines the relative effectiveness of the school district's
responges to problems caused,

The best possible situation for coping with a federal phase-out is
afforded by the gchool district superintendent who has produced a school
system that has a modest and manageable debt, sound annual budgets, ample
equipment, up-to-date plant maintenance, and no large contractual commit-
ment extending inteo the future., When warning of the phase-out comes,
sucn an administrator can take further steps to minimize impact. The
amount he can do will depend largely on the amount of forewarning he re-
ceives, His personal leadership can greatly influence the kind of cooper-
ation he receives from his staff,

The main tasgk in adjusting to phase-out is teo start cutting current
and projected costs without affecting quality. Perhaps some contracts
can be renegotiated to reflect reduced future reguirements., Maintenance
expenses of [uture excess physical plant can be held to a bare minimum,
Stalf members likely to be alfected can be given early enough warning so
make alternative plans, and then can be released when they
their services can be spared. It is important to build up
vash reserves as much as possible. With the uncertainties of the future,
such reserves can provide flexibility, and can be used later where they
are most needed.
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Federal Responsibility to Districts Facing Phase-Quts

Responsibility in Phase-Out vs Responsibility in Expansion

In a previous study, SRI has shown that the federal government has
a clear=cut obligation to communities when it establishes an installatien
on tax-exempt property. The obligation arises because a burden is imposed
on the school district to educate federally connected pupils, without re-
ceiving funds from the normal property tax channels. Payment under PL 874
is made to compensate for this burden. No such clear-cut obligation can
be demonstrated for payment to districts experiencing phase-out. On the
one hand, it may be claimed that the federal government can close an in-
stallation without concern for the effects on the community. The other

in perpetuity to support a level of education attained prior to phase-out,
when the phase-out causes declines in revenues per pupil. A reasonable
compromise to these conflicting views is that the federal government
should make payments for a transitional period to assist the school dis-
trict in moving from one level of revenue and expenditure to another, or
Lo provide relief for temporary losses in revenue, It is also equally
reasonable that the {ederal government should assume only a portion of
the transitional costs, and that the state and local ageneies will share
in the costs of transition.

A possible exception to short run assistance is the case of school
districts confronted by long term debts. There may be some claim for
longer run payment to assist with debt service when the federal withdrawal
has created excess school building capacity and when that capacity has
been built with local money because of capacity needs created by the fed-
eral presence. Such payments would be made only until such time as the

- excess capacity was eliminated through normal increases in enrollment or

Q
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through retirement of obsolete capacity., To the extent that additions to
cvapacity were [inanced by PL 815 funds, there is no special obligation
for the lederal government to provide funds for debt service upon with-

In general, phase-out of the installation can create financial prob=
lems for a school district in five ways: (1) immediate loss of PL 874
funds, (2) decline in local revenues received from 3(b) families, (3) de-
cline in revenues duc to income multiplier effects, (4) decline in state
revenues, or (5) increase in per pupil costs due to decline in enroll=
ment. A loss of PL 874 funds does not create any problem if the rate of
payment conforms to the intent of the law, just compensating the distriet
for its local expenses not met through normal revenues, and il the fed-
eral pupils connected with the phased-out facility leave the district.
However, il this condition occurs suddenly, there is apt to b an increase
in costs per pupll for the remaining pupils, because of inability to
adjust total costs rapidly.

As noted previously, withdrawal of lederally connected pupils i
stutes with oqualization aid can result in a decline in the aid on a
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per pupil basis. But this uld seem to be a problenm in the relation
between the state and the 19331 district, and need not concern the fed-
eral government.

Income multiplier effects

parture of 3(b) families are m el d of occur-
rence, amount, or timing. To cushion these effects, it would be necessary
to measure their occurrence in individual districts. In a relatively
stable community that is not EKpEFlEHElﬂE ec BaniE growth in other re-
spects, there could be a long run deterioration in the economic position
of the community and in the revenue structure GE the EQIEBl district.

There is, however,; no basis in the present law for plﬂ ng upon the fed-

eral government, through the Office of Education, a re pa nsibility for
permanent support to such a community. Such support really should be
transferred to agencies concerned with economic dé?élégménti The problem
is fundamentally related to the leck of viable growth potential in the
community and not to the withdrawal of the federal installation. Thus,
again, the Office of Education responsibility deriving [rom phase-out ol
an installation can only be considered transitory, even if the problem is
long run. ; ' ’

I1f payments under PL 874 are in excess of the amount needed to equal
the normal revenue receipts per pupil, then withdrawal of these funds is
an even greater financial hardship. These windfall payments are mostly
the result of the provision permitting payment at minimum rates equal to
one-half the state or national costs of education. 8Such a provision is

i
an expressed part of the law; the fact that they are windfall payments to
the district is not at issue. The district undou ibtedly has its expendi-
ture pattern adjusted to these receipts; therefore, their withdrawal cre-
ates the same kind of financial problem as if the payment rate was without
windfall. Thus, any transit@ry psyménté;Shéuld not diSEriminate between

erally connected pupils and LhBEE thaL are nat

Responsibility Related to Need

Since payments to compensate for phase-out problems should be tran=
sitory in nature, they need only be made where an actual problem exists,
If the community is expanding in enrollments and revenues, and the instal-
lation phase-out does noc result in revenues per pupil declining, or costs
per pupil rising, then clearly there is nho transitory problem and no need
for federal assistance, Note that, unlike payments under PL 874, pay-
ments under phase-out are not for a service rendered, but are strictly
aid payments. Thus, they should be made only where a need is demonstrated,
or can rcasonably be expected to occur il remedial action ig not taken,.

"o
(]

Q
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In general, a need can be expected to arise under the following con-
ditions: (1) the phase-out occurs without previous warning, when obliga-
tions have been incurred by the district on the expectation of a larger
enrollment and PL 874 payments; (2) the phase-out causes a sharp change
in revenue and/or enrollment; (3) the federal revenue is such a large
proportion of district revenues and enrollment that even a gradual change,
with warning, causes large proportionate changes for the district that
cannot be readily accommodated; or (4) the district is stable (or declin-
ing) in all other respects, so that there are no usual annual increases
in nonfederal revenues to help offset the decline in PL 874 payments.
Determination of the levels at which a problem emerges is the subject of
the quantitative sections of this report (see Chapter V).

tpectations of Reasonable Response from Nonfederal Agencies

If the federal government did not undertake to ease the burden of
installation phase-out, any revenue or cost problem would be met in some
fashion by the local or state agencies. Tax rates would be increased,
state aid payments would be increased, or costs would be somehow reduced.
The fact that the federal government does undertake to ease the pain of
transition does not imply that the local and state agencies are relieved
of responsibility. The relative roles of the various government levels
cannot be specifically decided on the basis of equity. Increases in tax
rates by amounts corresponding te long run trends of rising costs of edu-
cation in the state can certainly be expected. Cost reductions that do
not impair the educational program of the district c¢an also be expected. .
Another way of viewing the situation is to reguire that the local dis-
trict absorb reductions that do not exceed a certain percent each year.
This possibility is discussed later in the report.

For payments in excess of one year, the payments should decline in
each succeeding year to be consistent with the principle that the payments
are aids for transitional purposes. By its nature, transition implies a
gradual adjustment from one level to another; part of the transition
should be made in each year, requiring lower aid payments from the fed-
eral’ government in each successive year.

O
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IV PAST PHASE-QUTS AND THEIR EFFECTS ON SCHOOL DISTRICTS

Nature of the Installations

Although as shown in Chapter III, many branches of the federal govern-
ment have been involved in phase-outs, the great majority of the phase-
outs have been military. Between 1957 and 196:«, the Department of Defense
had about 824.installation phase-outs. Table 2 lists these phase-outs,

. by year and by major type. All such phase-outs were examined in deriving
a list of installations that offered the greatest relative potential for
having significantly affected school districts since the early 1950s,

This research phase is discussed in more detail in Appendix B.

At some féd ra
not be conside as
eliminated from the'sample of school districts analyzed in this report.
Three special cases are given as illustrations.

"normal' installation phase-outs; such cases were

1 installations, events affecting school districts can-
=]

s
o m

1. Between 1961 and 1962, Crystal Union School Bistliéi in Suisun
City, California, experienced a drop of 980 3(a) students and

a drop of about 1,000 in total ADA. The drop, however, was not
due to phase-out of Travis Air Force Base but rather to the fact
that Travis Air Force Base was organized inteo its own school
district.

Tt

There was a drop of abnut 400 federal pupils at the Tillamook
County School District, Oregon, in 1962, and the total ADA was
only about 2,200 at that time. -Again, the drop was not due to
phase-out of the Tillamook Naval Air Station but rather to a
decision by the Office of Education that the Air Station was not
federal property in the sense defined in PL 874.

3. The town of Page, Arizona, was created in 1857 by the Bureau of
Reclamation to provide residential and commercial facilities

for the Glen Canyon Dam construction workers. The town is almost
entirely owned by the Bureau. There have been significant de-
creases in federal and total ADA due to the phase-out of the con-
struction, but the Page Accommodation School is not incorporated
and the school is not districted. No local school taxes can be
levied, and the school is ineligible for county school equaliza-
tion aid. The Bureau is responsible for meeting budget deflc1t5,
and financing under PL 874 does not directly apply.

ERIC
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Table 2
PES OF MILITARY INSTALIATION PFHASED OUT
1957-1964

Type of Installation 1957 958 1959 1980 1961 1962 1963 1964 Total
Air force base 11 B 7 G 9 7 5 4 57
Air Torce statian 5] 3 3 7 5 1 3 1 29
Alrport 5 G 2 5 - -= 1 1 20
Avmy basc 1 4 3 == 10 7 5 20 50
Arsenal 2 2 -- - 4 2 -— 2 iz
Auxiliary ricld 2 g 3 G 2 == 1 25
Building - -— -= - 3 2 4 G 15
Contract office - - - == -— - == 29 29
Housing -— 1 1 2 H 6 7 2 27
Hospital 2 == 2 2 -- -— =- -= G
Naval air station 1 3 - 2 3 3 2 G 23
Navy station - - 2 i 1 - 1 1 G
Nike sile - - - = 5 7 30 7 49
Manufaﬁturing and _

asscmbly plant 7 iz 1 <] 37 20 9 97
Orvdnance works 8 3 3 3 4 ¢} 10 2 49
Outlying lield 11 Bl == == -- -— - -= 15
Radar site - -= -= - == == 17 1 18

1 radio
'tion center 1 -— —= = == 1 G 1 9

Storage activity H 5 3 3 4 3 1 33
Supply depot 2 7 2 1 14 10 z 11 49
Unimproved land -— -- --— -= G 3 7 1 17
Other g 12 13 17 41 31 2 35 199

Tatal 72 52 44 58 162 112 153 141 B24
ole DLhE‘ ineludes a total of 70 types of facility, including bomb target ranges,

tieg, DEW =ites, annexes, reserve training centers, Texas lLowers,
sites, mili 1 !E%Dlvatlﬂﬂh, air lorce ranges, harbor deflense units,
naval air facilities, construction battalion centers, missile sites, and
tio

Source: Stanford Research Institute from lists of c¢losings, reductions, and consolida=

tiens obtained [rom Dept.
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Conditions of Federal Involvement Leading to Phase-Out Problems

Of the approximately 10,000 districts that received entitlement under
PL 874 in the period 1952 to 1964, about 2,000, or 20%, experienced fed-
eral installation phase-outs. Data were gathered on approximately 900 of
these districts in this study.* To be considered as experiencing a phase-
out, a district merely had to receive entitlement f[ol some pupils at-
tached to an installation being closed or significantly reduced. 1In only
a few of these districts, however, could the impact from the phase-out
have been sufficiently large to create financial problems. There were
six main reasons for the absence of significant impact in most districts:

1. Although the number of installations phased-out was large, most
of the installations were relatively small and affected few stu-
dents,

r to the phase-out, most of the districts received only a
small percentage of their current revenues from PL 874,

1
v
&
[
I

eral installations, and phase-out of any single installation did
not eliminate all of the entitlement,

4, Most of the larger installations affected many different school
distriets, whic¢h minimizeéd the effect of a phase-out on any one
district.

5. Most of the school districts experienced large population growth
from other sources, which overshadowed changes in federal activ-
ity. ; '

6. In many cases, other government activities were expanding
same areas that had phase-outs., The [ollowing paragraphs
all of these reasons. :

o
=
g

ot
el
W
i

Small Installations

Of the approximately 1,000 federal installations phased out since the

early 1950s, most were relatively small. This is illustrated by Table 2

of 824 installations are seen to be airports, auxiliary fields, buildings, -
contract offices, NIKE sites, outlying fiwelds, radar sites, and "other''--
all relatively small in terms of the personhel that would be connected

with them.

# Bee Appendix B for a_ discussion of the procedures used to select dis-
triets for study. :

[
~]
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lement as a Percent of TCE

Table 3 shows the ranking acco
of total current expenses ol educat

lement as a percent
i strict
phasefauts and E?péfiéﬁﬁiﬂg actual de 11ne in féd2134 ADAi Gnly 16 pér—

5 expeéeriencing

IrDm entltlemEﬁt,* Abgut two-= thlrds @i thE dlStPlEtE rEﬂElVEd 5 percent
or less of current expéngés fram Eﬁtitleméﬂt Since current expenses of

ellmlnatlan af ent ;tlement ;eprégpnts sbcut one year‘s increase in cast
for these districts

Number and Relative Importance of Installations

Table 4 shows, for the districts experiencing phase-outs, the number
of installations Eantrlbutlng to éﬁtitlémént'pfiar to the pha§E'cuts!
Almost one-half of the districts receive
installations. Obviously, Whéié there ate 5ev§ral 1nstallatlans, a phase-
out in one does not eliminate all of the entitlement. Tor example, the
Richland and Pasco School Districts in Washington were affected by the
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.AEC Hanford Plant phase-out. However, because there were about 38 other

installations in the area creating entitlement in the school districts,
the one phase-out was hardly felt.

The converse of the above is thal where more than one of the several
ions in an area have phase-outs concurrently or within a f

ch other, the results are additive. There are several
i three are briefly described below.

[
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cted by phase-out of the Charlestown
in 1555, and then by phase-out of a fed-
rting i

1. New Albany, Indiana, was a
Ordnance Plant, starting
eral housing project, sta

2. Berea, Ohio, felt an impact from phase-out of the Berea Homes
Federal Housing Project, starting about 1954, as well as from
phase-out of Cleveland Tank Automotive a few years later.

3. In 1962, Martin Aircraft Company began phasing ocut a very 1arge

Titan missile construction project near Moses Lake, Washingt

A few months later, there was a significant reduction in persana

1l at Larson Air Force Base from phase-out of a SAGE installa-
st r

‘:1

ne
tion and a KC=135 USAF tanker aircraft unit. Among the districts
affected was Moses Lake School District #101,

O

*# The distribution for all entitled districts in 1960 was very similar,
indicating that districts experiencing phase-out are not different in
this respect from all entitled districts. See SRI study, op. cit.,

4-6 - T

Vol., I, Table 3, pp. 34
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Table 3

RANKT?G OF NET ENTITLEMEHTIAS A PERCENT OF TCE FOR
A SELECTED SAMPLE OF SCHOOL DISTRICTS AFFECTED BY PHASE-OQUTS

Percent Cumulative
Number of of Total Percent of

Percent School School School
of TCE Districts Districts Districts

=

0.6%
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Table 41

NUMBER OF INSTALIATIONS PER SCHOOL DISTRICT INVOLVED
IN PL 874 CLAIMS
1963

Cumulative
Number Per t Percent of
Number of of School af al of Total
Instal - Districts Sc 1 School
~lations Claiming stricts Districts

=
A
o
n

L2 ba

[

oo
B

fod I}
[

[
sl
oy
”_ll
o B e RV i B
~a
et
FY W I I ]

1]
ap] 9]
o n
]
' o
sl (S W
il LTa I =) o
L I

oD =]

]

[

Lt
LU e I o o]
[

-] T
m ;W
] T oem

11 47
12 21
13 17

[P )]
o~
s

"

p—
N
Ll
2 Il
W
[ o mey
L N I ]

[y
|

s

]

[

Lo
L b o

16
17
18
19

20

Hony ba e
[ e e
S e P O
Lw I I 0 i
Lo v w oI o]
[ i o R Y

B
‘w
]
e

—
w0
[ oo e ]
o0

21 1
22 1 . i
23 - -- --
24 - —- -
25 1 0.1 99,7

oD

Total 704 100, 0% 100, 0%

#  Does not add because of rounding.

Source: Stanford Research Institute.
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Table 5 lists the percentage of total federal ADA accounted for by
one to three of the installations against which a district's largest
claims were made in 1863, 1In only 30 percent of the scheool districts
did one installation account for 80 percent or more of the federal ADA.
In 60 percent of the school districts, three installations accounted for
80 percent or more of the federal ADA

Number of Schoel Districts Affected by Large Installations

2 ic ”Wt number ol the 1arger 1nstallat10n
e number of school districts. Consequently, the pha:
large 1ngtallat1anq is spread among the many school di i
ng the effect on any one district. An example is the Redstone
Arsenal in Alabama, which has about 100 school districts claiming feder-
nect

red students.

w m
]
]
I
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In the large urban areas where populations and school districts are
usually large, the proportion of federal ADA to total ADA tends to be
relatively small. This fact and the relatively high growth rates in urban
areas as against rural areas tend to minimize the impact of phase-outs.*
An example of both factors working together is the San Francisco Unified
School District in California, which had an ADA of about 80,000 in 1955-56
when about 1,200 in federal ADA was lost because of the phase-out of =ome
Navy housing. The large size of the district and the fact that its ADA
was expanding at an average annual rate of about 3 percent completely
overshadowed the phase-out.

Expansion of Other Federal Facilities

In many cases, the potential impact of a phase-out was counter-
balanced by the expansion of an existing federal installation, or the
creation of a new one, An example is in Richland and Pasco, Washington,
where the reduction in the Hanford AEC Plant was balanced by expansion in
other activities, such as the huge Columbia River Basin projeect. Another
example is in Berea, Ohio, where the phasing out of cleveland Tank Auto-
motive was offset b = yment at a NASA facility as well as

¥ According to the Statistical Abstract of the United States, 1965, Ta-
ble U.S. Department of Commerce, Bureau of the Census, there was
I ation r about 29 percent in the urban areas between

96 here was a decrease of 1 percent in rural
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‘Changes in ADA and Entitlement-in Affected Districts

In a sample of 722 school districts affected by phase-out, 'it was
found that in 179, or 25 percent, of these districts, the decline in fed-
eral ADA was not significant, because: (1) the phase-out did not result
in a significant drop in entitled ADA--either the reduction in force was
small, or there were other federal installations in the area thL.L were
growing; or (2) federal ADA was too small a percent of total ADA fto make
any difference, even if the proportionate decline in federal ADA was large.
See Table 6.

In about 62 percent of the cases where there were declines ‘in 3(a)
pupils, the declines were followed at some later date by a growth in the
number of 3(a) pupils. In about 57 percent of the cases where there were
declines in 3(b) pupils, the declines were followed by increases. These
declines followed by growth indicate, to some extent, the temporary nature
of the declines, because of subsequent growth in the installations phased

out, or because of growth in other installations in the area.

Table 6
EFFECT OF PHASE-OUT ON 722 SCHOOL DISTRICTS
Total ADA

— Did Not
Declined Decline Totals

Expected Relative Impact

Significant 123 420 543

Negligible 17 162 179
140 582 722

* Cuteff points for significance were chosen by judgmeut as
follows: federal ADA prior to the phase-out had to be more
than 5 percent of total ADA, and the phase-out had to result
in a deecline in federal ADA of at least 25 percent if federal

_ADA was between 6 and 15 percent of total ADA, and a decline
of 10 percent if federal ADA was more than 15 percent of
total ADA,

5
b




The problems caused by significant decline in entitlement may be more
‘or less severe because of trends in other sources of revenue and in ADA,
Since the impact on entitlement may be cushioned by increasing entitle-
ment per pupil for any remaining federal pupils in the district or by pay-
mEﬁtsrunder Section 3(f), ancther indication of potential problems may be
shown by the ratio of the decline in federal ADA to total ADA. See Table 8.
In this case, a decline in federal ADA of more than 0.10 is considered the
symptom of a potential [linancial problem, and from the table, 33 percent
of the districts had one-year declines in. federal ADA exceeding this level.

iy
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1tion, we conclude that for most di
phase-out, serious financial diffi-
ral entitlement was not a significant
cause the phase-ocut did not sig=
ement. However, a minority of districts,
icient federal 11VQ1VEmEnt and sufflcient
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In 77 percent of the 543 districts in which there was a significant
decline in federal ADA, there was no decline in total ADA. The absence
of decline may mean either that the families of the ex-federal pupils re-
mained in the district, or that other forces were acting to cause growth
in total ADA, counteracting the negative influence of the phase-out.
vertheless, districts wilh significant declines in federal ADA were nore
1kély to ha&; declines in total ADA than districts w1thaut gignificant
13

nes in federal ADA.*

In 23 percent of distriets wi
decline in total ADA. In more than half
total ADA was followed by growth, indicati
tion phase-out tended to bhe temporary.

Most of the phase-outs were completed in one or two years. In about
one-third of the districts, however, the blow was cushioned by the fact
that the decline in lederal ADA was siretched out over 3 or more years

1L entitlement is a very small portion of total revenue, or if the
decline in entitlement is relatively small, then it is unlikely that a

ine in entitlement will create a financial problem for the district,
ther hand, il entitlement relative to the district's total expen-
] education is large, or if the decline iz significant, then
“ial problem for the district may emerge., These conditions are shown
in Table 7; in 56 percent of the ﬁthFlELS, the entitlement change in any
year was never more than 0,05 of that year's total current expenditures on
education. In only 23 percent of the districts was the decline in enti-
tlement greater than 0,10 of the total current expenses prior to decline.,
Severe financial problems were probably confined to this group.

.A

»

\l—'

* Application of x2 test showed that decli ining ADA is statisticaolly re-
lated to federal phase-out with better than a 99 percent depgree of
. confidence,
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Table 7

Entitlement Proportion
- Change o
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Total 100.09 1

where Entit is entitlement in a given year t
Ent.t+1 is entitlement in the following year
TCEt is total current expenses of education in

in given ywear.

+ Does not add to 100% beecause of rounding,

Source: Stanford Research Institute.
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Table 8

PROPORTION OF DISTRICTS EXPERIENCING VARIQUS MAXIMUM

Federal
ADA Chango Proportion
Relative of
to Total Districts
ADA¥* (percent)

0.01-0,05 41
0.06-0,10 25
.11-0,15 10,8
.16-0,20 7.1
.21-0,25 3.4
0,26<0,30 3.0
0.31-1,00 8,8

Lo I el

Total 100.0%

¥ (3) + F3(m)

- %(a) + %3(59 t

tfisl

ADAt

whare 3(a) is number of pupils under Section 3(a),
PL, 874
3(b) is number of pupils under Section 3(b),
PL B74
t is a given year
t+1 is the following vear.

To correspond to entitlements, the pupils under
Section 3(b) are counted as half=pupils,

Souree: Stanford Ressarch Institute.
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V FINANCIAL PROBLEMS OF
SCHOOL DISTRICTS INVOLVED IN PHASE-OUTS

Method of Financial Problem Measurement

Conclusions ag to the financial problems created by past installa-
tion phase-outs are based primarily upon analysis ol data obtained from
45 school districts in 24 states. These 45 districts are representative
of those that should have received the greatest impact from phase-outs.
The method of selecting this sample, and the types of data and the means
for collecting them, are described in Appendix B. A summary of the data
collected for these 45 districts, with conclusions as to financial prob-
lems created, is presented in Table 9. This chapter of the report is:
based mainly on the quantitative contents of Table 9. Qualitative infor-
mation obtained by mail, telephone, and personal interviews is also
included, where applicable.

Revenue Problem Measurement

Revenues include all receipts on a fairly recurring basis. The four
types of revenue included in the present analysis are: state aid, local
property tax, other local revenues (including county), and PL 874 net
entitlements (other federal payments are not considered). Nonrecurring
receipts, such as those from bond issues, are omitted. Revenue problems,
hoth actual and potential, are classified as very small, small, moderate,
and large, as defined in the explanatory notes for columns in Table 9.

A potential problem is considered to exist if there is a decline in net
entitlement unaccompanied by a proportionate drop in total ADA. An actual
problem is considered to exist when there is an actual decrease in reve-
nues per ADA and there is evidence that the decrease was due to the phase-
out. The number of years duration of an actual problem, and the number

of years after the drop in federal net entitlement before.such a problem
emerged were determined from the available data for the sample school
districts, and are indicated in Table 9.

A potential or actual problem due to a phase-out does not necessarily
arise because net entitlement decreases. Since a revenue problem arises
only if revenue per pupil declines, changes in total ADA must be taken
into account. 1If there is a decline in total ADA (see Column 10, Table 9)
proportionately equal to the decline in revenue, there is no decline in
revenue per pupil and no revenue problem. This is taken into account in

o
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lems (PRP) on an am’lual hasis:

r < ADA . thei
It ADAt+n = ”DAt , then
ADA
t+1 1
5 — + L, + LCR (35 += = db) =
| s +
prp 1 (P tEYES L ADA N T2 e
N N ADA o ] ADA . T
L t D't+n -
Ir ADA -~ ADA , then
t+hl t
ADA
~ L+n 1 .
5 + L, =——— 4 ILCR (33 $ - 31])
e} - - ] .
PR 1 ﬂ;+;3;%EL é,,t —L, m%g £\ E / t+n
N = N ADA ADA
_ t+n

net entitlement
local revenue
= state revenue

where;

W
I

LCR = local contribution rate for PL 874

3a = federal ADA, Section 3(a) pU[llﬁ

3b = federal ADA, Section 3(b) pupil

ADA = total ADA

L = the year just prior fo the start of the major portion of
the phase-out .

t+n = the year in which the major portion of the phase-out
terminates

N = number of years duration of major portion of phase-out.

Expenditure Problem Measurement

Total current expenditures on education (TUE) include all normally
recurring current expenses such as teachers' salaries, administrative
expenses, payments for operating the school cafeteria, transportation
costs, and workbook funds. Nonrecurring items such as permanent improve-
ments and building construction (even where periodic payments are made
inte a fund for such purposes).are not included.

As was mentioned previously, in Chapter 111, expenditure problems
arise when there is a reduction in total ADA because of the phase-out,
and TCE per- ADA increases. This increase in TCE per ADA, however, must
be the result DI an inability to reduce costs prapartiaﬂate to students

1ng tg expend 1t, Where there is no degrease in ADA th;re can be no
expenditure problem due to phase-out.
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Expenditure problems are classified as very small, small, moderate,
and large, as defined in the explanatory notes to Table 9. The number of
years duration of problems were determined from the data, and the results
were indicated in Column 16 of Table 9.

There were general trends upward in costs of education in most areas,
so that some increase in costs per pupil would be expected. These expected
increases were considered in our analysis, in determining whether there
was a problem: absolute changes found in the school districts were divided
by average annual increases per pupil found in each state. Consequently,
il an increase in expenditures per ADA is found in a particular year, but
the state average increase is equal to or greater than this change, there

A more exact statement of the method to determine the existence of,
and measure the magnitude of, expenditure problems is given by the follow=
ing formula:

For eacthnise out year (t+1) in which ADAt+l ADAt nd the RL+l. { L)Rt,

3

, Lo TCE CE,_ . .
Expenditure Problem _ -t t+1

o ADA ~ ADA T+K)ADA .
I ADAt (1+k)AD/ £+l

if the latter term in brackets is negative, and where

total ADA

total current expenses of education

total recurring revenues

percent increase in state costs ol education, from time t to
t+l.

& =
W own

Debt Scrvice Problem Measurement

The conditions under which debt service problems arise were listed
in Chapter III. These conditions, in addition to the personal statements
of school administrators in the field interviews conducted for this study,
were considered in the data analysis in reaching conclusions as to whether
significant debt service problems actually existed. Conclusions as to
the existence of such problems, along with their duration in years, are
shown in Table 9, Column 20.

There are a few states, such as Alabama, Kentucky, and Florida, that

H
give money to school districts for debt service payments. These actions
were taken into account in the analysis.
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Potential vs Actual Revenue Problems

Of the 45 distriets in the sample, 33 had potential revenue problems
that were due to a phase-out. The other 12 could not have had such prob-
lems because total ADA fell at least proportionately to declines in federal
net entitlement. The magnitudes of Lhe 33 potentinl problems® are as

follows:

Number of Districts
With Potential
Size of Problem ~ Problems

Very Small 4
small 22
Moderate
Large

I
o e

s
L]

Total

Only 8 of the 33 districts with potential problems had actual problems

(see Column 15, Table 9). Five districts had problems lasting for one
_____ lasting for two years. Of these

8 districts, 6 had small and 2 had moderate problems.

Table 9 indicates that there was no significant time lag between
(1) the reduction in federal ADA and net entitlement, and (2) the creation
of an actual problem. It may be concluded that actual problems seldom
emerged as the result of phase-outs, and that when they did, they were
short-lived. Even in the five example school districts given in Chap-
ter I11, which had severe cconomic depression effects on their communities
because of the phasc-outs, only one had an actual revenue problem, and
it was moderate in gize (Prosguc Isle, Maine). Two of the five could not
have had revenue problems since their ADA decreased proportionately to
the decrease in revenues (La. #204 and #206) . Two others had potential
ravenue problems that were not actualized: Mojave, California (Proj-
ect #501), and Astoria, Oregon (Project #20). 1In the Former district,
private firms moved quickly into the federal property and raised the tax
base significantly. 1In addition, the school district received Tederal
funds as a result ol applying PL 874, Section 3(f). In Astoria, Oregon,
state aid went up signilicantly; and even though the tax base did not
increase to any great extent, assessed value per ADA did rise substan-
tially because of a significant drop in total ADA.

Although the various facters tending to raise revenues are discussed
in the following subsection, it will be seen that the two main [orces are

* Each problem could last one or more years, depending upon the duration
of the major portion of the phase-out. (See Column 9, Table 9.)
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increases in state aid per ADA, and local property tax revenues per ADA.

“Table 10 illustrates this fact. The median value of the annual change

in state and local revehues during the time ol the major protions ol the
phase-outs was a minus 2.6 percent for districts whose potential problems
were actualized; whereas, [for districts whose potential problems were not
actualized, the median valuc was a plus 14.7 percent. In other words, in
most cases there was a significant increase in state and lecal revenues,
and these did offset the negative revenue effects of phase-outs in most
cases. However, regarding the incr ses in local revenue, the study l[eound
two factors that operated to prevent a rapid response in tax rates:

1. 8inece increases in assessed value are brought about by the activi-
ties of local tax administrators, there 1is considerable lag in
placing such property on tax rolls and making reassessments in
districts where such administrators are inadequately trained or
overburdened because of lack of staff. 1In general, the poorer
quality of administration was found in the rural districts.

2. Some states have regulations or organizational structures that
prevent local tax effort from responding to the needs of the
school district. For example, in Alabama, a school district must
have permission of the state legislature to increase the exist-
ing level of millage. In Tennessee, since the school systems
are a part of city and county governments, they have no taxing
authority of their own. Hence, local responsiveness to changing
educational needs 1s difficult to separate from other varying

requirements of local government.

Factors Alleviating Potential Revenue Problems

There are six main factors that could, and quite often do, contrib-
ute to the alleviation of potential revenue problems. Such factors, when
they were the main alleviating causes, are indicated in Table 9, Column 18,
The six factors are: (1) inerease in the local property tax rate; (2) re-
assessment of local property values; (3) increase in local property tax

_agssessments per ADA, because of additions to the tax base; (4) increase in

state revenue per ADA; (5) significant increase in the LCR for PL 874 pay-
ments; and (6) receipt of recvenues based on PL 874 Section 3(f). The ac-
tual application of the six factors in the 33 sample districts that had
potential problems is discussed below. In addition to these factors, re-
ceipt of phase-out funds from application of the PL 874 Purtell Amendment
is also analyzed, even though such revenues are not true receipts result-
ing from an ouiside response to a phase-out. A few school districts re-
ceiving windfall PL 874 payments built up surplus funds that they used
(or could have used) in balanecing off{ losses in net entitlement receiptls
due to phase-outs. This is not considered to be a main factor, in most
cases, in alleviating patenﬁ?gi revenue problems, and is not included ;ﬁ
the six factors analyzed here.



Tahle 10

RELATIONSHIP BETWEEN CHANGES IN STATE AND LOCAL REVENUE PER
ADA AND ACTUALIZATION OF POTENTIAL REVENUE PROBLEMS

Changes in
State and Districts With Potential Problens

Local Revenues/ADA Actualized Not Actualized~

=0 . 6
0-4.9 0
5-9.9 C
10-14,
15-19.
20-24.
25-29.
30=34,
35-39.
40=44 .
50-51.

Insufficient Data

o D WD W D
—

@

o]
|
‘H = B S O R

b
0

Total 8

¥ Included are four districts that had actual prob-
lems in some vears, and potential but not actual-
ized problems in other years. The data in this
column cover the years during which there were
potential problems:

Source: Stanford Research Institute.
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In mosti cases, the six factors operated in combination to alleviate
patential revenue problems. O the 29 districts where there were poten=
tial revenue problems not fully actualized, 3 had one factor, 14 had two
factors, 8 had three factors, and 2 had [our [lactors operating.

I

[ er

creases in Local Property Tax Rates

In 11 of the 29 districts, an increase in the local property tax
rates was one of the factors that precluded potential revenue problems.

Reassessments of Local Property Values

Only in 6 of the districts was reassessment of local property values
listed as a major factor in alleviating potential revenue problems. This
factor is therefore very unresponsive to the [inancial needs of a school
district, for reasons mentioned above.

Increases in Local Property Assessment Values per ADA

In most of the districts in the sample, property asseisments (tax
base),due to new properties being placed on the tax rates, rose through-
out the years of the phase-outs, as well as subsequently. These rises
were mainly due to the generally expanding economy and population growth
prevalent throughout the United States. Only in those districts where
the local economy was significantly depressed was there a decline in
assessed value, but the decline was usually of short duration. One reason
for the increasing values in some districts was that the federal installa-
tion became part of the tax base. When federal housing projects and manu-
facturing and assembling plants are sold to private owners, the property
fairly quickly gets onto the tax rolls. An example was in Reuton, Wash-
ington, whetre Bocing purchased from the [ederal povernment the land and
factories it had been using all along. The new assessed valuation under.
private ownership produced more tax money than PL 874.

Table 9 shows that of the 29 districts having potential revenue prob-
lems, 15 or over half had significant increases in assessed value per ADA.
Thus, normal economic growth forces tended, in most cases, to help neu-
tralize the impact of phase-outs.

Increased State Aid Program Revenue per ADA

Increased state revenue per ADA was by far the most common factor
helping to alleviate potential revenue problems: 20 out of the total of
29 districts listed this factor (see Table 9). As discussed in Chap-
ter I1I, such increases would not be expected when phase=-out has resulted
in increased assessed value or increased wealth per pupil. This viewpoint,
however, considers changes only in pupils or in district resources,” but
omits dynamic factors--changes in the aid formula itself, increases in the
per pupil-level of state support, and the effects of lagged variables.

Q ‘these factors that are primarily responsible Ior inecre
E [(: capita aid.
Pz |
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Table 11 summarizes the probable reasons for increased state aid per
ADA in the 20 districts. 1In six states, aid is given largely in flat
grant form; the flat per pupil allotments were increased, over the years
examined, because of total fund growth. One state changed its whole [or-
mula, and as a result, its payments. Five states with equalization for-
mulas raised their support levels and hence the mandated per pupil éxpen-
ditures. And three states employed lagged variables, thus postponing by
one or two years any reaction to changes in local conditions. In one case,
a change was effected through offsetting PL 874 funds in the state aid
formila.

Because ol the strong tendency of most states to inerease per pupil
assistance, it is reasonable to expect that state aid will continue in
the loreseeable future -to be a major force nlleviating potential revenue
problems .

Increases in the LCR

There have been gradual increases in the Local Contribution Rate
(LCR) in most years and for most districts since the inception of PL 874,
However, these 'mormal' increases cannot be classified as having been a
main factor in alleviating potential revenue problems mainly because of
the number ol federal pupils reduced by the phase-out. However, in 1957,
there was a drastic increase in the LCR, which more than doubled in many
cases. These increases were the result of adding, to the options avail-
able in setting the LCR, the use of nne-half the national average.* These
options and a more detailed discussion of the LCR are contained in the
previous SRI study on PL 874.

In the zample ol districts represented in Table 9, an increase in
LCR was a main factor in alleviating or minimizing problems in only
6 districts ol the 29 that had potential revenue problems not fully actu-
alized, Since such a larpge increase 15 needed hefore increased LCR can
become a main factor, since the increase in 1957 was a one-time event,
and since increases of such magnitude probably will not occur in the
future, LCR variation can be eliminated as a [uture principal minimizing
Tactor.

Application of PL 874 Section 3{f)

A general description of Section 3(I) was given previously, in Chap-
ter I1I. Theoretically, Section 3([) appears to olfer a solution for most
problems that result from impact due to federal installation phase=outs,
However, the Section does have the limitations discussed in Chapter II.

# In the lirst year ol this change, the option was one-half the average
under PL 874. In the next year, it was changed to nne-half the national
average,

]
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Tabhle 11

PROBABLE PRINCIPAL REASONS FOR INCREASED STATE AID
PER PUPIL IN SAMPLE DISTRICTS

New
Aid Progran Equali-= )
Largely Flat zation Tnuping of
Grant, Whieh, New Support  Variables in  Offsetting
District Increaged  Formula  Level 1 Formula
Arkansas #23 X
* California #130 X
Connectieut #4 X :
Michigan #1 X X
Mississippi #2 X
New Jorsey #6 X
North Carolina #502 X
Ohio #227 X X
Ohio #601 X X
Orezon #20 : X
Tenness 3 X
Teniness X
Texas X X
Toxas X X
X X
X b
Virginia #3 X
Washington #1 X
Waszhington #21 X
Wia-vinpton g44 X . _ . -
Total 11 2 10 : 3 - 1
Source:  Stanford Research Institute.
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Seven districts out of the sample included in Table 9 claimed and
received funds under Section 3(f). In 6 of the 7 districts,.Section 3(I)
payment was one of the factors that prevented actual revenue problems.

One claim covered an expenditure as well as a debt service problem, and
three claims covered expenditure problems as well as potential revenue
problems. Two of these latter claimants were still left with actual reve-
nue problems even after receiving Section 3(L) revenues.

In the field interviews conducted for this study, we found that nearly
all school superintendents were familiar-with Seection 3(f). However, cer-
tain aspects of their knowledge and attitudes affected the receipt of
Section 3(L) revenues. School superintendents, in general, were found to
have little understanding of what constituted a 1Egitimate case for a claim
under Section 3(f). The major questions were: '"What is a substantial
change?" '"What are reasonable économies?' and "What is inadequate fore-
warning of the phase-out?  They seemed to know of no guidelines to the

Claims were usually made upon the advice of either state educational rep-
resentatives or local Congressmen. In somewhat less urgent cases, a claim
may or may not have been made, depending upon the attitude of the school
administration and particularly on its awareness of the provisions of

PL 874. There appeared to be no knowledge of what constituted 'standard
practice' in these cases. As an illustration of this point, a superinten=
dent related his experience in a ''less than critical" case. In this fed-
eral phase-out, at least two other school districts were affected, though
somewhat less than his own. They. made Section 3(f) claims, and received
‘Tunds. He did not. His decision against making the claim was based upon
his econviction that nearly all the problems arising [from this phase-out--
for himself and the other districts--could be largely eliminated with pru-
dent management. The coming phase-out had been known by all for some

12 months in advance, and the superintendent thought this provided adequate
time to take action. So the school district with preater impact solved its
own problems, and those with somewhat less impact received federal assis-
tance.

Applicability of the Purtell Amendment

The Purtell Amendment to PL 874 was applicable to only seven out ol

that in the majority of phase-outs, flederal ADA did not drop below the
3 percent threshold level required (see Chapter III for discussion).
Several districts were not included because, even thoupgh phase-outs re-
sulted in their [ederal ADA dropping below the 3 percent threshold require-
ment, the drops took place before the amendmeri was put into effect. Still
others were not included because their federal ADA, when it did drop below
the 3 percent level, dropped to zere. 1In this latter case, no payments
were made, since they were based on the actual number of [ederal ADA re-
maining in the district. There are scveral limitations to the Purtell
Amendment as a solution to the financial problems resulting [rom phase-
_outs. These weaknedsvs are discussed in Chapter II.
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Expenditure Problems

Of the 45 districts shown in Table 9, there were 17 that had expen-
diture problems. However, only 28 could have had such problems under the
problem definitions used in this study, since 17 districts did not have
declines in total ADA. Ten districts had actual increases in expenditures
per ADA, but analysis of available data indicates that the increases prob-
ably were not due to an inability to reduce costs proportionately to
decreased ADA.

Three of the 5 distriets listed in Chapter 111 as experiencing sig-
nificant depressing economic effects because of phase-outs had expenditure
problems resulting from decreases in total ADA. These were La. #204,

La. #206, and Calif. #501. Maine #1007 had no reduction in total ADA;
for Oregon #20, even though it had a reduction in total ADA and an increase
in expenditures per ADA, there is evidence that the increase was voluntary.

The average magnitudes of the expenditure problems [or the 17 dis-
tricts ranged {rom small to large: 4 were small, 10 were moderate, and

3 were large. As shown in Column 16, Table 9, the problems did not last

more than two years, and the great majority lasted only one year.

Debt Service Problems

As is shown in Table 9, Column 20, there were only four districts
that had significant debt service problems, and the duration of the indi-
vidual problems was no more than two years. The general absence of such
problems indicates the relatively low percentage that debt service .was
of total revenue, at the time the phase-outs began--averaging about
7.9 percent (see Column 22, Table 9)--and also indicates the relatively
small reductions in total revenue per ADA. The absence of debt service
problems also probably indicates that construction caused by federal in-
volvement was done with PL 815 funds, which does not result in a debt
service. "In two of the four districts with debt service problems, the
proportion of debt service to total revenue was very high (14.6 percent
and 17.2 percent), even though the expected decreases in revenue per year
were fairly low (2 percent and 3 percent respectively). 1In a third case,
although the proportion of debt service toc total revenue was about average
(6.9 percent), the expected drop in revenue was very high--11 percent for
one year. Data were not available for the fourth case to determinc the
proportion of debtl service to total revenue; the existence of the problem
was based primarily upon statements from personal interviews in the field.

Seven principal characteristics of school distriects and ol federal
installations and their phase-outs, which possibly could contribute to
the emergence of [l'inancial problems, were studied in some depth for the
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45 sample districts. The results of the analyses are tabulated in Col-
umns 1 through 13 in Table 9, with the exception of Column 10. The changes
in total ADA (Column 10) are considered not to contribute, since they are
taken into account in determining whether the problems could or did arise.
The seven characteristics are: (1) size of the school distriet, (2) loca=
tion of the federal installation, (3) type of federal installation and
employment, (4) amount of [orewarning given (o the school districts,

(5) the federal invelvement, and the magnitude and duration of phase-out,
(6) the urbanization of the area, and (7) the economic growth status of

the areas. The relation of each of these characteristics to [inancial prob-
lem-creation is discussed in the following subsections. In many cases,
more than one characteristic would be involved.

Size of School District

Of the 45 distr 8 were small in size, 28 were
medium, and 9 were large (see Column 1, Table 9). There seems to bhe a
relation between small districts and the existence of actual revenue and
expenditure problems, although the x2 statistical test does not show depen-
dence at 90 percent confidence levels. Table 12 shows that there were
actual revenue problems in 11 percent of the larpe districts, 14 percent
of the medium-size districts, and 38 percent of the small districts. There
were expenditure problems in 33 percent of thie large districts, 36 percent
of the medium-size districts, and 50 percent of the small districts. We
expect expenditure problems to arise more often in small districts, because
of scale economies that make costs more inflexible. More revenue problems
arise because federal ADA tends to be a larger percentage of total ADA,
prior to phase-out, in small districts.

Location of Federal Installation

In 30 of the 45 sample cases, the federal installations that were

phased out were located inside the district, and in 12, they were located
outside. In one distriet, the installation was located both inside and
outside, and for two districts insufficient data were available. Table 13
indicates that there were actual revenue problems in 33 percent of the
districts that had the installations located outside, whereas only 10 per-
cent of the districts having the installations located inside had such
problems. These figures indicate a correlation between an 'outside' loca-
tion and actual revenue problem creation, and the statistical x2 test
showed dependence at the 90 percernt confidence level., Table 13 also indi-
cates that none of the districts with the federal installations outside
had expenditure problems; wheréas,55 percent of those with the installa-
tions inside had expenditure problems. These figures show a definite:
correlation between 'inside' locations and expenditure pro>lem creation,
and this correlation is verified by the statistical x2 test at the 90 per-
cent conflidence level. The two correlations are seen Lo be opposite; out-
side location of the installation causes a revenue problem, and inside
location causes an.expenditure problem. A facility being oulside the

O
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Table 12

PROBLEM CREATION RELATED TO SCHOOL DISTRICT SIZE
(Based Upon a Sample of 45 Distriets)

Actual Problem Created
School {(No. of school districts)

Distriect _ _ Revenue Expenditure
Size Yes No Total Yes No  Total

Small
Medium
Larpge

5 8 4 4 8
24 28 10 8
9

I =
LR
i

I e
Wm

el
)
-~
i<y
[
e
~
]
[

Total

o

Source: Stanford Research Institute.

Table 13

PROBLEM CREATION RELATED 1O LOCATION OF
FEDERAL INSTALLATION PHASED OUT
(Based Upon a Sample of 45 Districts)

Actual Problem Created
~ (No. of school districts)
Location of Revenue - Expenditure

Installation Yes No Total Yes No Total

et
b I o]

Inside 3 27 30 14 30
Outside 4 8 12 ( 12 12
Inside and
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ource: Stanford Research Institute.
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distriet contributes to revenue problems, because such districts tend to
be residential, with few alternative revenue sources, and the pupils tend
to remain in the distriect; whereas, having a facility inside the district
contributes to expenditure problems, because such distriets have larger
federal involvement, tend to be militar&, and therefore tend to lese pupils.

Iypgmgiwlnﬁta;;étign

Qualitative data gathered in the field in the course of the study
indicated that there were different effects upon the community and the
school district depending upon the type of installation phased out: a
military base (whose high percentage of military personnel and permanent
civil service employees tend to leave the district); a construction proj=-
ect (of whose employees many leave but many remain); and a manufaecturing
or assembling plant (some of whose personnel usually leave but most of
whom remain). Column 3 in Table 9 indicates the type of iﬁstallatian,
and Column 4 the type of employee. Since there is a high correlation
between type of installation and type of employee, only the data on type
of installation are analyzed here, to see if there was any correlation
between type of installation and problem creation.

As shown in Table 14 (a=s well as in field trip results), there is a
greater tendency for revenue problems to arise in manufacturing plant
phase-outs then in phase-outs of cther types of installation. (The x2

statistical test, however, shows no dependence between types of installa-

‘tion and revenue problem creation at the 90 percent confidence level.)

Table 14

PROBLEM CREATION RELATED TO THE TYPE OF
FEDERAL INSTALLATION
(Based Upon a Sample of 45 Ddistricts)

Actual Problem Created
Type of ~_(No. of school districts)

Installation Revenue ~ Expenditure _

__or Activity Yes No Total Yes No Total

pun
[ i ]

(A) Military bose
(B) Housing

{C) Construction
(D) Manufacturing
(E) Other

(F) Combinantions
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Total ) 37 17

Source: Stanford Research Institute.
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This greater tendency might be becnuse employees stay in the area
for some time before other new jobs are generated. Although persons con-
nected with housing projects also usually stay in the area, fewer revenue
problems occur, possibly because of the rapid transfer of the housing
property, as well as other new residences, to the private tax base. Ta-
ble 14 and the field interviews also indicate a higher tendency for expen-—
diture problems to occur in military base and construction phase-outs
relative to the other types, even though the statistical x2 test does not
show dependence between type of installation and the creation of expendi-
ture problems at the 90 percent confidence level. This greater tendency
would be expected, since personnel tend to leave the area to a larger
degree in the case of military hase and constructiion phase-outs.

Amount of Phase-Out Forewarning

Table 15 indicates, for the 45 sample school districts, the relation-
ship between amount of forewarning of the phase-out and the creation of
fevenue and expenditure problems. Out of the total 39 districts for which
data were available for forewarning, 23 had adequate forewarning and 16 had
inadequate forewarning. (For definitions of adequate and inadequate see
explanatory notes to Table 9.) The data in Table 15 imply that there =
no correlation bhetween amount of warning and a resulting revenue problem,

by amount of forewarning. Concerning expenditure problems, 38 percent of
the distriets that had inadequate warning had such problems, and 39 percent
that had adequate warning also had problems. These nearly identical per-

However, it is known from the [ield trips that certain actions could he
taken and were taken in some distriets to reduce costs when there was fore-
warning ol an ADA reduction.

Table 15

PROBLEM CREATION RELATED TO AMOUNT OF
FOREWARNING AS TO PHASE-OUTS
(Based Upon a Sample of 45 School Distriects)

Actual Problem Created
~~ (No. of school districts)
Amount of Revenue Expenditure

Forewarning - Yé% Neo Tgtél Yes Ne To Eal

14
10
4

|§ = b
Lo o I ]

Adequate

Inadequate
Unknown
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28
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Total

Source: Stanford Research Institute.
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Federal Involvement and Magnitude and Duration of Phase-Out

Table 9, Columns 6 and 7, indicates that the sample of 45 school
districts analyzed had a relatively high degree of federal involvement
before the phase-outs began. Federal ADA averaged 34 percent of total
ADA, and net entitlement was 11 percent of TCE. On the average, federal
ADA, or net entitlement, decreased by two-thirds during the phase-outs.
In 30 of the 45 districts, the major portion of the phase-out lasted for
no more than two years. '

Table 18 includeg the relatienship between creation of revenue and
expenditure problems, and the magnitudes and duration of the expected
annual decreases in entitlement revenues. Twenty-one districts, almost
half, had expected annual revenue decreases of 3 percuent or less, lasting
two years or less; 16 districts;, over one-third, had expected annual
decreases of 4 percent or more. There were no districts with expected
decreases of 7 percent or more which laslted more than two years.

The sample of 8 districts that had actual revenue problems is too
small and its distribution too wide to draw any definite conclusions
regarding the correlation of such problems with the maghitude and duration
of the expected revenue decreases from phase-outs. However, the data
in Table 16 prompt the following implications: (1) the longer durations,
over two years, do not seem to indicate a greater tendency for actual prob-
lems to arise; (2) there is no indication that revenue problems are more
likely to arise as the ratio of decline in entitlement to total revenue
increages. There is some indication that more expenditure problems arise
when the expected annual revenue decrease is 7 percent and over.

Urbanization ol the Community

As shown in Table 17, two=-thirds of the school districts in the
sample were located in large urban centers (cities of 100,000 population
or more), or were within commuting distance of such cities. One-third
of the districts were relatively isolated from an urban center. 1t was
found that being oriented to such an urhan center was a gignificant help
in preventing revenue problems Lrom arising. Table 17 indicates that dis-
tricts not in, or within commuting distance of, a large urban cenier are
more likely to have revenue problems than urban-oriented districts.*

several aspects of the urban environment probably contribute to the
lower susceptibility to revenue problems: (1) the higher per capita

% Table 17:shows that 3 out of 10 districts not urban-oriented, and 1 out
of 10 urban-oriented districts, can expect to have revenue problems.
The difference is statistically significant at the 90 percent confi-

dence level.
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Table 16

IN REVENUES OVER VARYING TIME DURATIONS
(Bd8ed Upon a Sample of 45 School Districts)

Actual Problem Created
Annual Expected (number of school districts)

Decrease in - Revenue ~ Expenditure
Revenues & Duration Yes No Total Yes No Total

1% or less for all

2 and 3% for 2 yr ,
duration and less 1 i0 11 5 6 11

2 and 3% for over
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Source: Stanford Research Institute,




Table 17
PROBLEM CREATION RELATED TO THE ECONOMIC STRUCTURE OF

THE SCHOOL DISTRICT AEEA
(Based Upon. a Sample of 45 Districts)

Actual Problem Created

Economic (No. of school districts)

Structure ~ Revenue Expenditure
of the Area* Yes No Total Yes ‘No Total
A-1 2 15 17 8 11 17
A-2 1 4 5 2 3 5
A-3 0 7 7 2 5 7
B-1 4 10 14 6 B 14
B=2 1 1 2 1 1 2
B3 o o o o o 0
Total B 37 45 17 28 45

* See explanatory notes to Table 9 for definition
of types.

Source: Stanford Research Institute.

incomes make it easier to raise tax rates when confronted with potential
plablems, (2) economic and demographic g;@wth is concentrated in the urban
areas, * which means that new activities are more likely to replace a phased
out federal facility in such areas, and that assessed values are more
likely to be rising from all causes; and (3) urban populations tend to be
more mobile, so that if compensating economie opportunities did not arise
to replace federal employment, the families would be more likely to leave.

Egmnam;gﬁGerLh Status gf the Area

The 45 school districts in thg gample were divided according to their
level of economic growth (Column 13, Table 9). A stagnant-to-low level

was referred to as 'low," and a made;ateétc;high level was referred to as

* From 1950 to 1960, population grew 29 pﬁrcgnt in urban areas, and
decllned by 1 pcluunt in rural areas.

ERIC

Aruitoxt provided by Eic:

e}
ol



"high." Of the 45 districts, 27 were classified as having high levels
of economic growth, and 18 were clasgified as having low levels.

Table 18 presents data that compare revenue and expenditure problems
to the level of economic growth. The data indicate no statistically sig-
nificant relationship between revenue or expenditure problems and economic
growth.

Table 18
PROBLEM CREATION RELATED TO THE ECONOMIC GROWTH STATUS OF
THE SCHOOL DISTRICT AREA

a S5a

(Based Upon a Sample of 45 Districts)

Actual Problem Created
Economic ~ (No. of school districts)
Growth ) Hevenue Expenditure -

Status of Area fég No Igﬁéi: Yes No  Total
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Source: Stanford Research Institute.
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COMMENTS ON THE SCHOOL DISTRICTS INCLUDED IN TABLE 9

Alabama #20:

Arkansas #23:

California #18:

California #27:

There were about 16 federal installations affect-
ing federal ADA in the middle 1950s, most of them
being connected with TVA. The federal ADA decrease
was due mainly to construction phase-outs at the
Wilson Dam and Reservoir and the Colbert Steam
Plant, although there were smaller changes in sev-
eral of the other installations. Another period of
decrease in federal ADA, starting in 1963, is not
considered in this study.

Total ADA remained fairly constant throughout the
main-4=year phase-out period. It then dropped about
11 percent four years after the phase-out began,
indicating a lag between the moving-out of families
and the initial unemployment increases.

the people moved to other school districts, account-
ing for a drop in total ADA of 43 percent over a
2-year period. The phase-out, at a later date, of
Benicia Arsenal did not significantly alfect the
federal ADA of the schoel distriet, since most of
the employees who lived in the distriet obtained

‘employment at one of the many other federal instal-

lations within commuting distance.

Several federal housing projects were phased out
during several years, causing an overall drop of
about 6 percent in total ADA. Most of the families
moved to other locations farther from the school

but still in the school district. Most of the
pupils involved were Section 3(a) pupils who became
Section 3(b) pupils. Phase-out of Benicia Arsenal
did not affect the school district hecavse of a
simultaneous rise in employment at Mare Island Ship-
vards.

Camp Stoneman was a staging area. When the military
Tfamilies left after the Korean War, they were re-
placed by others because of the general economic
expansion of the surrounding area. Therefore, there
was no decline in total ADA. The decline in net
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California #130:

California #501:

[l

ticut #4:

Conrie

9]

[

Indiana #407:

Kentucky #35:

entitlement was more than offset by increasus in
assessed value because of the arrival of PG&E., Any
potential problem was also minimized by payment in-
lieu-of-taxes by the county, which took over the
Camp Stoneman land for a few years,

The school district is a medium-to-low-rent housing

area with a very high turnover. and with the highest

school tax rate in the country. The phase-out of g
several squadrons at the Naval Air Station caused a

small decrease in federal ADA for one year only,

although total ADA went -up significantly. Later

any installation phase-out but to the fact that as

DEQplé became more affluent in the early 1960s,

they moved to better housing areas.

Federal ADA came mainly from Edwards Air Force Base
and the Air Station. The phase-out of the Air Sta-

‘tion was totally unexpected; the town was gearing

itself to an annocunced $80 million expansion program
at the Btation. The population of the city was
reduced, and there is still a vacancy rate of about
75 percent for small establishments.

There were two phase-outs that affected the school
district., The first was closure of three housing
projects, starting about 1958. The second was the
sale by the government of the Electric Boat Division
to General Dynamics. The second phase-out is the
only one treated in this analysis. Prior to the
sale of the federal activity to General Dynamics,
the Division had.been considered 30 percent private,
50 that the school distriet received only 70 percent
of the normally entitled PL 874 funds,

The Charlestown Ordnance Plant started to phase out
in 1954, and a federal housing project was phased
out in 1957, These are treated together in the
analysis. A rapid rise in total ADA (over 100 per=
cent in six years) overshadowed other events, such
as the loss of federal ADA and net entitlement. S
Although local property tax revenue, which accounted
for about 50 percent of TCE, increased significantly
after the phase-outs began, Lhe relatively greater
increase in ADA did create a revenue problem, but it
was not due to the federal phase-outs,

Barkley Dam took over a great deal of the best land :
in the area., As a result, population decreased even :

though total ADA remained fairly constant, after an
initial small decline when construction began to
phase out.
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Loulsiana #2006:

Michigan #1:

Michigan #3:

Mississippi #2:

Nebraska #17:

New Jerscy #6:
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“In 1957-58, the schoc

(9]
funds. Alsov, a local band issue was pe ;ed t@ con-

struct new classrooms l'or the incereased federal
pupils. Part of this money went to build a new
elementary schonl, which was about one-haltl empty

when the leceral ﬁupllﬁ lelt,
Although the phase-oul of Fort Polk did cause a

small drop in total ADA, it would have been much
more drastic if several new industrial plants had

not opened in the area at the same time. A problem
of reducing the number of Leachers to correspond
with the decrease in total ADA did not arise, be-
cause many ol the teachers were wives of the mili-
tary personncel who left tho area,

A peneral economic recession was a major factor in
total ADA reduction, as well as the phase-out of

the federal housing. The decreases in ADA waere lac-
tors in the increased revenue per ADA.

A drop in total revenue/ADA the lirst year after

phase-out began was due to a 9 percent increase
in total ADA, whereas =rate aid, which accounted [
aboul 73 pervecent of revenues, increased only 3 per
cent. The decrense in revenue/ADA, therefore, was
not due to the phase-out. Reassessments were also
not due Lo phase-outs.

[

1

The phase-out was caused by the Maritime Conmission's
allowing the lease to expire on the Ingles Shipyard,
a combined Lytton Industries and federal operation.
Although net entitlement dropped, Lhe federal pupils
remained.  PL 813 funds were used to constrn. a
large proportion of the zchool lacilities,

Increases i

for about 7353 per
sulted = na
more than offset t decline in net

in property tax revenue, which accounted
t Bf total revenue and which re-
unrelated ta the phaze-out,

titlement.

\L"‘N

The federsl housing accounted for almost all of the
3(a) pupils, and these in turn made up about 45 per-
cent of the total federal ADA. When the housing
project was sold, most of the 3(a) pupils DE'ﬁ e
3(hb) pupils, and this change minimized the dr@p in
federal ADA, Total ADA increased by over 100 per-
cent Lhrough the phase-out period, because of an
influx of construction workers for a new highway.
State and properly tax revenues each accounted f[or

m



North Carolina #502:

Ohio #2:

Ohio #9:

Ohio #227:

Ohio #601:
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about 40 percent of TCE. A reduction in each of
these per ADA in the first year aflter the start of
the phase-out was mainly due Lo the large increasc
in total ADA, from children of the construction

workers.

There was an insignificant reduction in total ADA
over a Z2-year period, causcd mainly by the phase-
out, Aith@ﬁgh a slight ccenomic slump in the local
economy resulted and thore were several hundred
empty houses on the wm.skaet, total assessed property
values increased, BState aid, which accounted for
aboul H0 percent of TCE, kept rising significantly

on a per ADA basis during the phase-out period.

There was a phase-out of a tank automotive instal-
lation in the late 1950s, which did not have a
noticeable effect upon total federal ADA because of
increases in other federal installations in the
area, Table 9 analyzes only the results of the
phase~-oul of federal housing in about 1954, With
the excoption of the third year after the beginning
of the phase-out, there was a rapid growth in total
ADA. In the thi. ' year, there was an 11 percent
drop. The total revenue per ADA dropped in the
first year after the phase-out started, but this
drop was mainly due to a decrease in the tax rate
and to an approximate 11 percent increase in total
ADA. This decline in revenue was lessened where
the housing became part of the tax base. Property
tax revenues accounted for 80 to 90 percent of TCE;
hence the gradual tax rate increases after the [lirst
overshadowed

vear and the assessed value increases
any decrease in net entitlement.

A general decline in the population of the area led
to a decreasing total ADA four years after the
phase-out began. This decline was due mainly to
the phase-out of the housing and the arsenal. Add-
ing the federal housing preperty to the tax base in

" the first year of the phase-out helpced to relieve

the initial financial impact.

Total -ADA rose at an annual average rate ol about
1

.6 pereent throughout the 1950s, which includes the

phase-out period. Increansed state revenue per ADA
and the increased tax rates were not a response to
the phase-out but rather to incressed ADA,

Total ADA increased at an average annual rate of
about 4 percent throughout the phase-out period.
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Local property tax revenue, which accounted for
about B0 pereenlt of total revenue, increased on a
per ADA basis, mainly because of a large rise [a
tax rates but also becausce of 2o gradually expanding
tax bnse, Part of the latter was caused by some of

M

the housing entering the tax rolls.

Oricgun #20: Thute were Lwo phase-oul periods, one beginhing in
1952 and one in 1961. Only the first is considerad
in Table 9. Although the phase=-out huad a sipnifi-
cant depressing ceffeclt on the loenl cconomyv, total
ADA increascd at an average annual rate of about
3 percent with the exception of 1952, when there

was a roduction in tebnl ADA of about 10 porcent.
A new economic boom =itarited in 1863, sSection 3{i)
funds were reccived for the 1961 phase-out, The

er
depressing economic elfeclt of Lhe phasc-out doli-

nitely retarded growth in asscssed property values,
and this, aleong with inercasing ADA, was one ol the
main reasons for theo decrcases in revenue per ADA.

Texas #19: Total ADA continuully inereased throughout the phase-
cout period because the area was a suburb ol Dallas,
which was economically expanding and which gave new
employment Lo the federal workers laid off bhecause
ol the phasce-out. Most of the federally connectead

families, thereforc, did not have to move, The
buildup (in vears prior to the phase-out) of sub-
stantial eash reserves pe rerLﬁﬂ the school district
to continue the cducat:onal pregramg substantialls
unaltered, even though there was a small loss of

net entitlemont,’

Texas #41: Althouph there were signilficant lavolfs by General
Dynamics, the total ADA incrcased slowly [rom 1959
through 1964. This increase was due mainly to the
fact that the genersl Fort Worth area was expanding
economically and olfered adeguate employment oppor=
tinities,

~Ji

Gary Alr Forcce Base was phased out in early 1957.
t

At the same time, the Air Force awarded a centract
to the firm ol Graham and Sons to operate a large
flight school, This company absorbed a great many
Lob the civilians laid oll ot the Base:, This flight
school was terminated in 1959,

Toexas #153: The termination of the federal flight training

"

activily corresponded with good rains, bringing in-
creased farm employment, Therelore, most people
remained, and total ADA [ell only very slightly.
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There was no reduction of an installation as such;
rather, Boeing bought the federal properties that
it was operating, eliminating the eligibility for
PL 871 payments,

o
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Appendix B

METHOD OF DATA COLLECTION AND ANALYS1S

General Requlrements

Data haed td be athered on two scts of schiool districts in ordei to

derive conclusions as to Lthe actual impact of phase-outs: one was a set
of all school districts potentially affected hy phase-outs over the past
10 to 15 years; Lthe second was a set of districtis most likely Lo have had
financial problems resulting from the phase-outs, either because of the
relatively large federal involvementi or hecause ol the magnitude of the
e-out, The second is a sub-scl of the (irst, as described below,

Installations Phased Out and Connected School District Data

We examined approximately 1,000 installations that have had phase=
ouls since 1950, and selected 190 as probably having had the greatest
impact upon connected school distrietls because of their relatively large
size and degree of phase-out. Of the original 1,000 installations, knowl-
edge of the phase-outs of about 850 came from lists obtained [rom Lhe
Department of Defense; these covered the period 1957 through 1964. The
remainder came from both the files and the personal knowledpe of Stanford
Research Institute and the Property Section, SAFA, Department of Educa-

tion.  For each of the 190 installations, the Property Card, OE 4185
(5-63) , was pulled from the files of the Property Section of SAFA, and
a

list was made of the S3ATFA projoct numbers ol the school districts that
claimed against the instsslation in the year just prior to the commence-
ment of the phase-out. The number of schoel districts eclaiming against

Lo aver 100, For installations with

a federal installation varied f{rom I

fewer than 20 districts claiming, all the school district project numbers
20 or more districts claiming, the num-

ber ol districts was.samplioed so that a minimum of 10 distriets would bhe

were recorded.  Where thero

noted for each installation.

The method of sampline was as [ollows:. re were about 20 dis-
tricts claiming in the sample ycar, every sccond district was recorded;

if there were about 30 districts claiming, every third district was
recorded; and so on. In this manner, 972 districts in 45 stales were
recorded. TFor about 25 of the 190 sample installations, no property curds
were found; this indicated ‘that no PL 874 claims had ever been made against

these installations. For cach ol the 972 districts, the {rllowing data
woere obtained,

~
\w‘

O
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1. From Data Sheels in the Property Section of SAFA: the names
the installations claiming PL 871 funds, and the number of 3

(a)
and 3(b) students claimed by each installation lor Lhe [iseal
vears 1962 through 1965, Data prior to 1962 were not readily
available,

2. From Financial and Statistical Record Cards, OE 4117 (7-64), in
the Finance and Control Scetion of SATA: for all available
vears, 3(a) ADA, 3(b) ADA, total ADA, nel entitlement, local

contrvibution rate, and total current expenditures.

Information from the Data Sheels was hand-processed and put into
histograms for use in Chapter IV, but data, on an annual basis, from the
Financial and Statistical Record Cards were kéy=pu1il 2l onte IBM cards
3 ter program were dis=

FA’.."-

I

sing. The results 7 thc compu

for computler pr
cussed in Chapter 1V,

Detajled Analysis ol District Sub-Sets

More detailed data from ub-set of the distriets were ga .cred in
order to analyre Lhe financial problems in more depth. One hundred and
six district: -re selected; these had the highest potential impact from
phase-outs, bascd upon the degrée of lederal involvement and the magni-
tude of the phase-outs, These 106 districts were contacted by telephone
to determine the availability of data and willingness to cooperate., Of
the 106 districts, 80 indicated thalt the information was available and
that they would be willing to furnish it, A data questionnaire

fore sent by mail to each ol these 80 districts. In order to assure
receipt of the guantitative data requested by mail, Le gather related non-

school-district data, and to obtain certain qgualitative information, 40

of Lh; 80 districts were vigited by repregentatives of SRI. Thuse 40 were
selected bhecause Lhey probably had the largest impact from phase-outs,

and because they were representative of all Lhe pertinent parameters:

the various sizes, small teo large, of school districts; the various types
of federal installations phased out; the various economic structures and
growth levels of Lhe areas; the durations, short to long, of phase-ocuts;
reductions and neo reduc LanS in total ADA; the various regions of the
United fStates; and the states with different types of state aid calcula-
tion methods,

i

Sample Selectiion of Districts for Mail Questionnair:s.

The ADA data eollected for each of the 972 school districts were
nalyzed, and the dis*~ 15 were classified as follews:

Declines in federal 3(a) students only, 3(b) students only, both
3(a) and 3(b) students, and no declines in either 3(a) or 3(b)
students.

o
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2, Necline and no decline in total ADA.
3. The perceentage of lederal to total ADA in the year jusl prior -

o the commencement of the phase=out: 1 to 5 percent:; 6 to
15 percent; and 16 percent and over.

1. The length of the phase-out: 1 to 2 vears; § (o0 5 vears: and

6 years and aver,

The pevcentage decrease in federal ADA over
the phage-out: 1 1o 9; 10 to 21; 25 tg 19,

span of

greater.

The procedure emploved in seleciing, [lor analyses in depth, the
districi= most likely Lo have experienc heavy ifmpacts [rom phase-ouls
ig described below. In 250 975 districts, ne declines in either
tederal 3(a) or 3(b) student= were lound, reducing to 722 ithe total
ple of districtis that probably had some impact due Lo phasée-outs. OFf
the 722 districts, 179 were eliminated [(or one of the following reasons:
(1) the percentage of federal to total ADA prior to phase-out was less
than 6 percent, (2) the percentage of lederal to Lotal ADA was between
G and 15 percent, and the percentage decrease in federal ADA was less
than 25 percent; or, (3) the percentage ol lederal to total ADA was
LG percent to 100 percent, and the percentag crecse in federal ADA
was less than 10 percent. Of the vemaining 513 districts, 123 had de-
clines in bolh jederal ADA and total ADA, while 420 had no declines in
total ADA.

rw
.rn

,m‘
""__

e

!f,ﬂ\

o e

A random sample of one in two was selected (rom the group with de-
clines in both federal and tetal ADA, and one in three was selected
the group with declines in federal ADA only. All of the data gathe:eﬂ

from S8AFA for the resultling sample of 207 districts were then scrutinized
by hand on a distriet-by-dist

rict basis in selecting o final sample to
he contacted by telephone. 0O the 207 distr

Hy
H

icts, 101 were eliminated for
211 misclassified becausze

—

twe main reasons: (1) many districts had bee
missing data had been treated originally as though the entries were zero;
and (2) all district: with total ADAs ol less than 300 were excluded,

on the belief that such small districts have special problems because of
their size, and sufficiéntlv different revenue/ADA and expenditure/ADA
sible fteo merge them with

patterns from larger dis
the other districts for ana
nating some of the 101 districts: (1) districts were exc ied where the
data showed that the phase-out had not begun until 1963 or 1J@45 which

was too late For meaningful analvsis of =ubsoguent data; and (2) districts
were excluded that excessively duplicated others in terms of size of
school distriet, type of installalion phased out, magnitude ol phase-out,
and proportion of federal ADA to total ADA.

8 teo make it |
i There were two other reasons for elimi-

The 106 districts that were contacted by telephone represented var-
) ions of federal ADA to
esent districts that

ious gizes of sgchool district and various

teatal ADA, as shown in Table B=1 . The maje Ly repr

had ADAs of 1,000 to 10,000, and declines in [ederal ADA from 10 percent

to 50 percent. ' . -
81
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Table B=1

DISTRIBUTION OF SAMPLE DISTRICTS CONTACTED BY TELEPIONE

Proportion of Federal
ADA Lo Totlal ADA¥

“10= 20 50- Total
ADA" 5-9% 19% 194, 100% District

"

—
o

300-4199 0
500-999 0
1,000-1,999 0
2,000-4,999 1
5,000-9,999 ‘ 0
10,000 & over 1

i, =

[t et
I Bl e )

—
o
E\L: L I o e

H‘ b =] dw S0

L
= “
o) (T
fury] oy O

[s
-
LA
i
]
[ 5]

Total districts 2

* In the year just prior to the start of the phase-out.

soutrce:  Stanford Research Institute.,

Method of Data Collection

As was mentioned earlier, wore detailed data than were obtained Trom
BAFA were gathered for certain school districts by telepheone, by mail
questionna re, Irom U.S. census statistics, from stale oflices of educa-

tion, and by personal visits. A general descaription of the distriet
sample utilized and the data obtained is given below.

superintendent, or business manager of the 106 sample districts, selected
as described in the previous subsection, were contacted by telephone., To
the extent possible, the following information was obtained;:

Telephone Contact. The -chool distriet superiatendent, agsistant
t

l. General availabilily of financial data

K

Willingness and ability to Furnish required data within a reason-
able length of tiv.

3. Grad: jevel: covered by the district

4. General description ol the federal installation Lhat was phased
out, and of other federal instanllations in the area :

82



O

ERIC

Aruitoxt provided by Eic:

5, General description of the problems created for the distriet by
phase-out, and their duration '

6. Names and addresses of alternative sources of data

Mail Quubljunnallcf: As a resull ol the Lelephone contacts, 26 out
af the total of 106 districts were eliminated [rom the sample, mainly
hecause of lack of data or apparent unwillingnezs Lo furnish data. The
remaining 80 districts, in 27 states, weore sent questionnaires request-
ng data over a time period extending [rom two years before the start of

the phase-out to the present time. The guestionnaire requested duia on
the following:

1. ADA, including federal

[

Revenue hy major source, current expenses of education, and
debt sevrvice paymentis

3. Various tax rale and assessed value datn (most were obtaingd
directly f[rom the =zchool districts, but in some cases the county
asscssors were contacted by maill)

o

I

Data that were supposed to have been obtained over the telephone
but were not

Of .he 80 districts sent questionnaires, data were received from
GO--either by mail or during field visits by the SRI represent
Of the 60, 45 submitted data sufficiently complete (missing da
not be obtained by SRI from other sources) to be included in the linal
sample uscd in the analysis in Chapter V. The lack of response does not
seem to have created significant bias, as indicated by the fact that the
distributions of the 45 districts with regard to size and proportion of
federal ADA were not significantly different from ihe distributior for
the 106 districts, BSee Table B-2.

o]
m

]

e
gl
e’

jol

ensus blﬂtlﬁtllﬂ. Statistics on the communities encompassi
i icts were obtlained from the 1950 and 1960 U.S. Census puhll=

cations concerning population, employment and unemployment, total hous-
i ents

yth occupied and unoccupied, and business establishmen
s C

bo
H
type. Generally, census data were used [for school districts

ause of the importance of revenues from

ata were requested fTrom the depaftméntq
o 3] gééﬂtéd in the sample of school dis-
tricts that were sent mail qu ion These data concerne’' the var-
ious state aild programs, [ormi ; for caleulating state payments under




Table B-2

DISTRIBUTION OF SAMPLE DISTRICTS ANALYZED'IN DEPTH

Proportion of Federal ADA
to Total ADA*
T - 20~

49%

~50-
100%

Toatal
stricts

st
o

~
=t
L
-~
b
bt

i

o
m

0)

(2)

2,000-4,999

5,000-~9,999

10,000 & over

Total districts

*

In the year just prior to the start of tl. phase-out.
() expected values based on percentage distribution in Table B-1.

—

#

the various programs, changes in these formulas since the start of the
applicable phase-outs, and the actual state paynients to the respective

* school districts included in the sample.

O
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Field Visits by SRI Reprzsentatives. Of the 80 school districts
mail questionnaircs, 40 were visited by SRI representatives, not
only to facilitate receipt of thée data requeste: by mail but also to
obtain further quantitative and qualitative information. A detailed
quastionnaire was developed and used in the interviews mailaly with the
school distriet superintendent, county assessor, state employment office
director covering the area; and personnel officer of the federal instal-
The questionnaire was divided into five main parts:

sent

lation phased out.

84



O

ERIC

Aruitoxt provided by Eic:

(1) family and employment inlormation bn personnel eliminated by 1965
because ol the phase-ou': (2) general cvommunilty information such as popu-
lation, unemployment rates, and general economic characterisiics; (3) in-
formation about the installation phased out; (1) propert: as smen

and tax rate information; and (5) school district financial and opera-
tional information. Of the 40 school digstricets visited, 36 were ineluded
in the I'inal sample of 45 analyzed in Chapter V. 0Qf the four not included
in the sample, one sent insufflicient data, one sent no data, and two were

treated as special vases.

Method of Data Analysis

Quantitative financial an< ADA data for the 45 seheool districtis
includesl in the final sample of districts analyzed in Chapter V werc put
on IBM cards and printed out by a computer in the form shown in Table B-3,
The form permitted analysis of the financial changes that occurred, and
the reaszons for them. Data inputs began two years prior te the start of
the major portion of the phase-out and went through 1965, where data per-

.mitted. The type of [inancial and ADA data included is described in the

footnotes to Table B-3. The results of the analyvses of the data for each
of the 45 school districts i+ illustrated in Table B-3. These results,
together with the analy: of the other data for each district obtained
by telephone, mail and { trip questionnaires, were evaluated, and

the overall results were summarized in Table 9 i er V. The method
ol quantifying the various tvpes of data is described in the notes to
Table 9 in Chapter V.

T
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Table B-3

SAMPLE OF COMPUTER OUTPUT
ANALYZING INDIVIDUAL SCHOOL DISTRICT DATA

State 48, District 44

1951 1952 1953

Ok sk kb b ko kb ok
bR L T S L
Dok ok ok o o ok o ok ok e o of ko ok ek K
KET T T T FTE T T Jar s
Jurdk skokok bk skok o ko ok ok o ook o ke ko
S e ok e ok s e ok ok ok ok ok ok sk ek o ok ok sk

E% s sk e o sk stk oo e o ok ok o ok ok ok sk ke o
(2 Ao o o 2 ol ok o e o o ok o ook ok ok ook
T o ke e ok ook ok o sk e s e o e ok ok ko
B ok s st ok o o o o ook o e o e s ok o o ko
O s ok e ke s obe s ke ok o o ok ok o ok ok R R
T O s ode s ol ok b ok b o e o e s e sk Sk sk o
Llskskwkkhohkb ket
L 2ok ok skl sheok e sheofe sk o e ke sk ok e ok
1 3okeokok sokesko ook ook o sk sk sk o ok K R
1 ok ok e sk sbe sk ok ok i ok of ook ok sk ok o o
1 Ok kbt ok ok ok e kok kb ok
1 Gk ok ek ok o o ek ok ok ok ok ok skok
1 Tk ok ok sk sk of ook ok ok ke ok gk ek ok o
iR EE E

Row numbers are as follows:
0 to 4 - actual values
*otal ADA
1 - % of federal ADA to
total ADA
- % of net entitlement

tc TCE

]
]

3 - % of state revenue to TCE
3a - % of local property

fax revenue to TCE

4 - total revenue divided
by nonfederal ADA
times LCR

to 18 - index numbers

5 - TCE divided by ADA

6 - TCE/ADA divided by
state average TCE/ADA

]

1361 1962 1963 1964 1965
5,797 6,841 6,577 6,319 6,51
50 55 42 40 39
17 19 14 15 15
67 G6 58 53 07
13 11 9 12 16
385 426 335 272 2856
1040 108 130 120 124
100 102 118 103 skdokk
100 106 113 96 107
100 91 93 111 160
100 89 101 111 111
100 105 108 109 154
100 103 101 111 130
100 120 105 110 113
100, 106 109 119 127
100 130 96 B8 89
100 108 109 102 114
100 134 109 102 104
100 118 113 109 113
100 150- 135 175 197
7 - sirte rev
8 - local pro X revenue/ADA
9 - assessed ty value/ADA
10 - tax rate for *heol purposes
11 - total Joeazi snue/ADA
12 = federa o+ lement/ADA
13 = LCR :
14 - federzi ..7:,
15 - total rovoenue “ADA )
16 - federal 3(a) plus 3 of 3(b) ADA
17 - total ADA
18 =

Stanford Research Institute.

debt serviee/ADA



Appendix C

CASE STUDY OF A RECENT LARGE MILITARY PHASE-OUT, SALINA, KANSAS™
AND FINANCIAL PROBLEM CREATION FOR THE SCHOOL DISTRICT

Introduction

Salina, Kansas. with a population of about 45,000, has had a moderate
level of econemic aclivity. The town is located immediately northeast of
Schilling Air Force Basc. The base is outside the school district, and
there are no other large federal installations. Trom 1952 through 1964,
the air force base housed two wings of the Strategic Air Command, requir-
ing a base staff of 5,300 to 7,000 officers, airmen, and civilians. About
92 percent were in the military and the permanent civil service. Children
of base p ersonnel constituted about 30 percent of the total enrollment in
Salina schools at the beginning of the 1964-65 school year.

In November of 1964, notice was received by Schilling Air Force Base
that it would be substantially phased out within a period ol about seven
months, starting in about two monthe., The major transfers ol base per-
sonnel took place between January and May 1965. By October 1965, the
base staffl had been reduced to a total of 612 (28 officers, 476 enlisted
men, and 108 civilians), with plans calling for reduction to a stall of
365 by Decemher 1965 and zero by September 1966.

There are 735 Capehart housing units in the air force base, and in
addition to the 151 AFB [lamilies occupying these units in October 1965,
a total ol 55 wives of overseas servicement had been assigned to the units,
together with their children. In previous years, the base units have been
fully occupied. The total number of military and civilian AFB personnel
living in Salina was estimated to be about 300 in October 1965, compared
with abeut 2,400 a year earlier, and at least that number for several

preceding years.

EgiggL EirPhaac uuL.

The effect of the sudden decli.e in Schilling AFB personnel on the
Salina public schools has been analyzed by first taking trends during

# The Salina Board of Education was also the subject of a previous case
study of the operation of Public Laws 874 and 815. GSee Entitlements
for Tederz 'y Affected School Districts under Public Laws 874 and 815,

?Lsnigzd Research Tﬂ:tltute (for the U.8. Office of Educat;ﬁn) May
1965.
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the HG-vear period PY 59 through FY 64 as g base, and projecting the TY 66
school attendance and finaneial data that could have been expected if
these trends had continued-=-tha! is, if Schilling AFB had contihued in
operation. (FY 65, the year of transition, was ignored because it would
ot be representative of either the before-closure or the after-closure
situation.) 8alina school enrollment [igures for the fall of 1965% were
next converted Lo estimated ADA for FY 66 based on the average ratio of
ADA to fall enrollment over the past few years (about 0.90). Finally,
the present estimates of school [financial data for FY 66 were obtained
from the Salina Board ol Education, -and these ADA f[igures and [in: .cial
data were compared with the ADA gnd [linaneial projections from the FY 59-
G:1 trends. This comparisor is ghown in the first seven columns of Ta-
ble €C-1, while culumn 8 shows percentage changes of FY 66 data compared
with FY 64 data. Comments on Table C-1 follow,

[tem 1 - ADA. Tt is significant that, while Total FY 66 ADA (line 1le)
is only 73.1 percent of what would have been predicted based on the FY 59-
64 trend, the ADA ligure for nonfederally connected children (line 1le) is
102.1 percent of the predicted level. This indicates that the effect of
the phase-out on school attendance was probably entirely confined to the

,I_..‘

children of base personnel.
The 2.1 percent excess ol nonfederally connected ADA over that pre-

dicted on the basis of the FY 59-64 trend amounts tg an ADA of 140, which

is equivalent to September enrollment of 156. While this excess may be

following three contrib:. ting causes:
1. The unification of the Salina school district in the spring of
1965 brought in about B0 schoolchildren from former outlying
rural school districts.

2. There have been reports ol a number of sales organizations moving
representatives Lo Salina, and manufacturing plants being planned
or inittiasted in the area, in the wake of the elosing of Schilling
AFB.

3. There was undoubtedly some transfer of children from fecerally
connected to nonfederally connected status when the job of a
child's parent was climinated at the AFB, but the parent stayed

uh in Salina. 1In the lall of 1964, there were 304 school children
of approximately 340 Salina civilian base employees, and by the.
fall of 1965, the number of Salina civilian base employees had

# Total school enrollment was based on the annual September 15 count:
3(a) enrcllment was supplied by Schilling ATFE. and 3(b) enrollment
was estimatéd at 250 children, from the 300 households of AFB per-
sonnel estimated to be living in Salina.



SRITORTIL e

o 0w FHRG -

BT J0 S TEW 3T W ST g 4

M " " e VTR & RS B T8 T 3. e et

ol iU

-4
saagaca]

ERELTT o : ) 1OT 4 mg) ¥av aod 'y
i "o T 0T EWT TR o {spiresnomy sy poing  w

W W TSM R e eSS

Ny "E

LA S o B A N % | "y
| FPAES0O 1) eIl
LT IO s [ "
b L+ a% COpEInNL
Py oEuning LT rIOpDI0e
M - - faye + (2)e  wiojgong %_
0
- - ~ VIV ()L uoliaas g ,
- " oo WIE LR uniasoy e
W S as e "T
PR Sl vadgf  piv o IFEE] [T PR R B
Wl G R L LR, 54 R LB RS 1o (9]
R R T ] n B ] AT ER LR | ST
U IR ] LI LRy W] hAT T

LSS

L

(9961 pPU® pO-6C6T SITAL TEISLJL)
‘YHITWS-~¥IVA TYIONYNIA auv
LLLY TOOHIS 40 WOSIHVINOD

N %M.

; I-2J =2TqBL




fallen to about 90, a reduction of about 74 pereent. I[ a pro-
portional number of cehildren shiflted from nonfederally connectied
to federally connceted status, this number could therefore be as
high as 0.74 x 340, or 225 children, eqilivalent Lo an ADA of
about 200. (The asctual number could be considerably less tLhan
200, beeause of departure or Lransfer of former civilian base
personnel, but no data are availuble on this sub jeet )

Ltem 2 - Assessed Valuation. The increase in total assessed volua-
tion (line 2a) was praclically fdentical with what was predicted on the
hasis of FY 59-64 trends--actually, 100.1 percent of the proedicted valuo,
However, expansion of school distriet boundaries because of Lhe 1965 uni-
[ication brought in over $3 million of new assessed valuation to the
school distriet, or about 5 perecent of itotal FY 66 assecssed vuluation,
Therefore, the FY 66 assesscd valuation within the FY 64 boundaries of
the Salina Board of Education was some 5 percent less than the predicted
value. This is a signilicant reduction compared with the predicted as-

csessed valuation growth of about 3.8 percent per year, or 7.7 percent for

the two=year period FY 64-66.

While FY 66 asscssed valuation was determined ag of January 1. 1965,
only six wecks after the announcement of the phase-out, it is possible
that some property -assessments were aflflecled adversely, because a large
nunber ol homes came on the market suddenly at reduced prices (mostly
without buyers). Another probable cause contributing to the less-than-
expected level ol FY 66 asscssed valuation was the sharp decline in Salina
residential construction during 1963 and 1964--the apparent effect of
housing supply catehing up with housing demand (only 146 building permits
were issued in 1963, and 93 in 1964, compared with an average of 398 per
vear [for the précﬁding 9-vear period) .

The FY 66 assessed valuation per ADA® (line 2b) is $8,758, or
136.8 percent of the $6,402 that would have been predicted on the bha-is
of the FY 59-64 trend of 0.9 vercent per year. This type of increase
was Lo be expected, and illustrates the cffect of removing federally
comected children without a proportional reduction in assessed valua-
tion. This 36.8 pecreent inerease of nssessed valuation per ADA over the
predicted value would, of course, enable the school district to raise

-

36.8 percent more taxes per child at the same property tax rate.

tem 3 - Current Expense of Education. While the total current
expense of education for FY 66 (line 3a) is only 78.6 percent of pre-
dicted TCE, the TCE per ADA (line 3b) was 107.5 percent of the value
predicted on the basis of an average 6.5 percent annual increase from

FY 59 to FY 64. This iz a signiflicant excess-~%$478 instead of the pre=
dicted $445. The cxcess ol TCE/ADA over its predicted value is probably"
due to the inability of the schiool district to reduce operating costs
proportionately to the reduction of students. See Item 4 on next page.
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Item 4 = Teachers., Trends for FY 59-64 have nol been computed fur
teachers because the continuing decline in the ADA/teacher ratis that
took place from FY 59 to IY 64 would invalidute a simple trend line for
the total number of teachers. However, it is cvident [rom column 8 of
Table C-1 that the 3.1 percent decline in teachors from FY 64 to FY G6
is much less than the 19.9 percent drop in total ADA. Signifiecantly,
the employment of personnel other than teachers (custodians, principals,
clerical and administrative staflf, etc.) has shown a slight increase be-
twoen FY 64 and FY 66, from 121 fo 125; total employment, therefore,
dropped from 512 to 505, o reduction of only 1.4 percent. The rise in
TCE/ADA can therefore be traced directly to the inability of the school
district to make reductions in stall proportional to the loss of students.
The maintenance of the same size school plant, the same numbers of classes

in many schools, wilh only slight losses of students--these actions and
similar ones prevented a shairp drop in the school stalf.

To illusirate these facts from the FY 66 school budget: total sala-
ries are presently budgeted at $2,808,000, with socinl security payments
adding $190,000; if a total personnel reduction of 19.9 percent had been
clfiected instead ol the actual reduction of only 1.4 percent and salaries
had deelined proportionately, a further decrease of about $560G,000 would
have been realized in the current expense of education. This reduction
would change the TCE for FY 66 (line 3a) from $3,546,000 to $2,986,000,
and TCE/ADA (line 3b) from $478 to $403, or only 90.5 percent rather than
107 .5 percent ol its predicted value.

Salina School Revenucs

Comparison of Salina school revenues between FY 64 and FY 66 is com-
plicated by initiution of o new Konsas state school foundation program in
FY 66 that greatly increases the proportion of state-to-local school funds.
The effect in Solina, for example, has been a reduction of the general
fund school tax from 21.16 to 7.28 mills (of which 2 mills are for the
new technical school and therefore are not applicable to Salina public
schoal purposes). Other types of school tax rates (including the county-
wide school tax rate) have also been affected by the new state aid legis-
lation, so that the total local school tax levy has dropped{rvom 38.26nills
in FY 64 to 30.40 mills in FY 66.

Because of the foregoing changes, an Yequivalent general fund and
county-wide school tax rate" was computed for the Salina schools for FY 66
that would have raised the following tax levies:

1. The same percentage of current expense ol education (45.8 per-
cent) that would be raised by the FY 64 general fund and county-
wide school tax levy of 27.55 mills, or $1,623,000, plus.

2. The anticipated feduétiaﬂ of $403,000 in P.L. 874 entitlements
between FY 84 and FY 66 (from $553,000 to $150,000).
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The total of the above two amounts is $2,026,000, wti"h would have
required a tax rate of 31.20 mills based on the FY 66
of $614.9 million. This rate is 113 percent of the FY

,,,,,,, and is
108 percent of the 29.00 mill rate that would have been predicted based
on the 2.6 percent annual increase in the totul local school tax rate
between FY 59 and FY 64, The tax increase would therefore be larger than
cipected by 2.20 mills.

Had Lhe school budget been reduced by $560,000 through the propor-
tiomal reduction in school stafl that was discussocd carlier, the "equiva-
lent general fund and county-wide school tax rate" could havu been reduced
by 3.95 mills to =7.25 mills, a ligure that is only 94 percent of the pre-
dicted value of 29.00 mills. Thus it can be said that the inability of
Lthe school district to reduce staflf proportionatcely would have been a
cause of higher-than-expected local school taxes, in the abschee of the
change in the Kansas state aid program.

Qualitative Obser vations on the Transition

Salina school officials have reported severe difficulties in planning
lfor luture school aLLendjn in part because of lack of advance and ac-
curate information about Dg; rtment of Defense plans for Schilling AFB,
and in part because of a la ol knowledge of the effect of the pnaagsgut
on nonfederally connected sc aal attendance. The lack of "Iarmatimn on
plans for Schilling AFB appears to be continuing. For example, ths Salina
Journal has recently reported that the Department of Defense plans to

ﬂ

make incroased use of the base housing units for wives and children of

military personnel whe have heen a ssigned oversens without their families;
hence, the need for education ol federally connected children may cointinue
or even increase in Salina in the near future instead of declining. How-
ever, the school district has not yet been notified (as of about Novem-
ber 1, 1965)of future plans for the base housing units.

The lack ol knowledge by school district offiecials of the wider
elfects of phase-out that could be anticipated on the Salina Eﬂmmunltv
perhaps argues for seme sort of manual or handbook giving year-by-year
case histories ol other phase-outs, to facilitate local planning for
future phase-outs. In Salina's case, g significant influx of business and
industry appears to be taking place, stimulated in part by local and fed-
eral efforts to interest newcowers, and in part simply by the departure
of the Air Force, which caused a much readier availability of reasonably
priced housing. and a freedom from what some enterprises consider an un-
desirable proximity to a large military base. Other aspects of the Salina
Lransition, such as the eflforts of the Federal Hﬁusing Administration to
prevent the numerous houses vacated by military personnel from depressir E
brices too scverely, could not be studied within the scope of this proje
but would doubtless be of interest from the broader viewpoint of commun;t;

planning for the transition period.

ﬂ
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