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Overview

 Local governments provide public services that are 
essential to the local economy for individuals and 
b i  likbusinesses alike.

 However, there are statewide concerns that municipal 
aid is not effectively targeted to those communities aid is not effectively targeted to those communities 
that need it most in Massachusetts.

 Our analysis shows that the FY 2011 municipal aid  Our analysis shows that the FY 2011 municipal aid 
distribution does not closely relate to the need-for-aid.

 We develop an approach to distribute municipal aid in p pp p
closer relation to the need-for-aid without 
redistributing current aid.
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Measuring a community’s need for aideasu g a co u ty s eed o a d

 Municipal gap = costs – capacity
• Does not reflect wasteful spending.p g

 “Costs” refer to spending that local 
governments must incur to provide common 
municipal servicesmunicipal services.
• Not actual spending!
• Depend on factors outside the control of local 

ffi i l  l ti  d it  t  t  officials – population density, poverty rate, 
unemployment rate, jobs per capita

 “Capacity” is the ability to raise revenue 
l ll f h llocally for non-school purposes.
• Not actual revenue!
• Biggest drivers are total taxable property value Biggest drivers are total taxable property value 

and income of residents 
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Massachusetts cities and towns show a wide variation in their 
municipal gaps.

(Gap=Costs-Capacity)
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Aid does not closely relate to municipal gaps
(per capita, FY 2011)
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Proposed Approach to Distributing AidProposed Approach to Distributing Aid

 Hold existing aid harmless to avoid disrupting local 
budgets (i.e., no municipality experiences reduction in 
local aid).

 All communities receive a per capita share of minimum 
new aid, regardless of the size of the municipal gap.

 Distribute equalizing aid to communities based on the 
municipal gap. 

 Specific outcomes depend on policy choices, such as 
minimum new aid and the size of the new aid pool.
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A gap-based approach can help the aid distribution become 
more closely related to the municipal gap in just a few years. 

Simulation Results for Massachusetts Cities and Towns

New Aid Pool: $45 million$55 million$70 millionNew Aid Pool: $45 million in FY 2012$$$
$55 million in FY 2016
$70 million in FY 2021
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ConclusionConclusion

 Now is a good time for reformg
 Recent aid cuts mean that it will take less new aid to 

have a big impact
 Agree on aid formula before recovery

 A gap-based approach offers a more workable, transparent, 
and equalizing municipal aid system.q g p y

 Policymakers may consider this approach as part of a larger 
reform package to address the fiscal difficulties faced by itsreform package to address the fiscal difficulties faced by its 
communities.
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