




study Montana's school funding
program. The discussions in Mon­
tana by educational spokesmen
have degenerated into a quagmire
of abstruse pronouncements which
are apparently designed to increase
eduoational expenditures by low­
er pupil-teacher ratios, higher
teachers' salaries and kindergar­
tens.

These same spokesmen have
recognized the intense pressure
grenerated by advocates of a broad­
ened tax base for support of
schools and they are fueling the
fires byfurther mistaken interpre­
tation of the California court opin­
ion. Among their pronounoements
isa basic plea for shifting from the
sensitive property t a x to SOme
other less sensitive revenue source
for financing eduoation at a much
higher expenditure level than it is
currently b e i n g financed. The
studies of school funding are a fee­
ble 'attempt .to extract from their
data support for the assumption
that Montana's school funding pro­
gIJam is inadequate and ineqwt­
able.

Tries to Define Eqnity
The study carried on by the Su­

perintendent of Public Instruction
and her stalif, dated J.anuary, 1972,
is ,an attempt to ,analyze the equity
of Montana's schaal funding pro­
gIJam. At the time of writing this
paper, oniy part one of the study
was, ,"v(!l~aole. Part I of the study,
",aeals with ,the inequities in edu­
cationatl program financing which
bave arisen as a direct result of
the existing methodology for fund­
ing schOOL district gener-a! fund
bUdgets."

The objectives of the analytical
effort by the Superintendent and
her staft were ,(0 illvestigate the re­
lationship between district wealth
as measured by taxable valuation
per average n u m b e r belonging
(ANB) ,and p~ pupil general
fund budget expenditures, the size
of district levies for suppo~t of the
general fund budget, the amount
of district revenue produced in
support of gener-al fund expendi­
tures, the size of total general
fund levies by district and county,
the amount of county revenue pro­
duced in support of general fund
expenditures and the amount of
state aid per pupil received by the
district.

The study used a basic statistical
tool called correlation analysis
which simply attempts statistically
to measure associations between
var.iables such ·as taxable "alue per
average number belonging, per pu­
pil general fund budget expendi­
tures and the others mentioned
above.

Typical Conclusions
Typical conclusions drawn from

this analysis are as follows: (I) As
district wealth increases, the per
pupil general fund expenditure in­
creases indicating that wealthy dis­
tricts tend to spend more per pupil
than poor districts. This is evi­
denced by a positive correlation

(Continued on Page 4)

3

In ,the first instance it appears
that the court would be usurping
the 'authority of the California
Legislatur" in trying to determine
for that Legislature what it should
requke as a "basic minimum edu­
cation." The obvious implication
is that ,the basic foundation pro­
gram level should 'he equal to that
of districts which spend much
more in educating their children.

In the second instance, the alle­
gations of the plaintiffs and the
subsequent opinion of the court
raises the question of whether
there is constitutional necessity
for limiting all schools to per pu­
pil expenditures on V1re, sam" level.
The state oourt opinion appears to
omit careful attention to this ques­
tion, but leaves a clear implication
that unequal protection of the law
results from inequalities in per pu­
pi<! expenditures based. ?n differ­
ences in taxpayer abibty. Smoe
there is no concern about the prop_
erty tax rate in the wealthy dis­
triots, income levels in the wealthy
districts was 'an implied criteria.

People's Decision Ignored
Of course, the court brushed

aside the demonstrations tbat some
differences in per pupil expendi­
ture result from consciolJJs and
willful decision NOT to increase
school taxe,<; and NOT to offer
aerlain programs. Also the court
failed to recognize the important
part played. by differential costs
of educating students depending on
the size of the school and differ­
ences in cost of living between
different areas within the same
state,

It was not recognized in the
court opinion that a majority of
patrons in one school district may
well opt for inclusion of many pro­
grams 'and sohool features that are
of little concern or interest to pa­
trons ,in other districts. Yet the
implication is clear from the Cali­
fornia court opinion, that regard­
less of faCtors other than differ­
ential wealth, the· very fact of
higher spending in ! one disn-ict
than another is indicative of un­
constitutional discrimination in
"educational "." "quality." .

The major premise of the Cah­
fomia court opinion may be
stated as follows: "No school dis­
trict can offer an adequate pro­
gram without massive financi',,1 re­
source or all school districts with
eoua[ financial resources illust of'­
fe~ equal eduoational programs."
This premise seems to be taken
and accepted as legal fact by the
California court opinion.

Montana's Case Compared
With that' background of the

California cas'e, Montana's school
funding pr~am may now be put
into perspective with tho~e issues.
Since the Serrano case In 1970,
educational spo'kesmen, newspaper
editors, legislators, .and others
have commented on Its rrelevance
for Montana. The Superintendent
of Public Instruction and her staff
have carried out a study of the
equity of Montana's school funding
program. The Legislative Council
has established a committee to
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tions of the first cause there is
heavy reliance on use of Vhe tenus
"quality of edulJaHon," "variety
of educational needs, II "material
advantages," "equal· eduoatiollail
resources," "quality of education~

al services," "equal educational
Olppor,tumty," "educational objec­
tive or need," etc. T!his termin­
ology raises the question of the
relationship between quality ed­
ucation Md expenditure per pu­
pil. It atlso raises a basic question
about Vhe relationship between
tenns such as "basic educational
nJeeds" and "expenditure per pu­
pil"and "adequate funding for
bas,ic .ooucational progl'ams" and
so on, The latter are terms that
we are ·all familiar with since they
are used SO' extensively by educa­
tional spokesmen of the state.

Terms Are Vague
One of the great difficulties with

such terms is !nat ~heyare so neb­
ulous that a manageable standard
cannot be found in connecting the
terms w;th expenditure per pupil.
Research findmgs. increasingly run
counter to the notion of a !,aVOf­
able relationship between pupil
achievement ana expenditure per
pupil. ObViously, !be Supreme
Court of California was sold
On the idea that just because
two school systems had some­
what substantial differences in
res 0 u c e S, then automatically
there was a comparable dif­
ference in educational excellence
and that such difference deprived
some youngsters of an adequate
education in violation of the Four­
teenth Amenliment to !be U. S.
Constitution.

The major premise underlying
the decision is not suppo~ted by
the evidence and hence the entire
syllogism is false. Of course, no
school district oan be operated
without money, but after the basic
costs are funded the correlation
between the input of additional
money ,and the output of addition­
al student intellectual growth
shows no relationship. It would
seem that in this case, the burden
of proof that alleged favorable re­
lationship exists with increased
school e"penditures falls over­
whelmingly on the proponents of
the argument, yet the Oalifornia
Supreme Court simply assumed
the validity for that claim.

One oannot overlook the fact
that there are two fundamental is­
sues underlying the basic premise
of the Serrano case.

Basic Funding
One is,sue has to do with the

basic funding level established by
the State af California for elemen­
tary public school children. The
other has to do with ,the financing
scheme that bas been designed to
fund that basic educational pro­
crram. It is clear from the allega­
tions of the plaintiff in this case
that the!y 'are not only aHacking
the funding level of the California
foundation program, but also they
are attacking the equity of the
system used to finance that founda­
tion program.

Serrano Case
Confuses
School Finances

(Continued fwm Page I
the California State Supreme
Court alleges that the financing
scheme for public schools " (a)
makes the quality of education for
school-age children in California,
including plaintiff children, a func­
tion of the wealth of the ohildren's
parents and neighbors as measured
by the tax base of the school dis­
trict in which said ohildren reside
and, (b) makes the qlJJality of ed­
ucation for sooo'Ol-age chi'ldren in
California, including p'1 a i n t iff
children, a function of the geo­
graphical accident of the school
district in which said children re­
side and, (c) fails to take account
of any of the variety of educational
needs of the several school districts
(and of the children therein) of
the State of California and, (d)
provides students living in some
school districts of the s,tate willi
material advantages over students
in other school districts in select­
ing and pursuing their educational
goals and, (e) fails to provide
children of substantially equal a~e,
aptitude, motivation and ability
with substantially equal education­
al resources and, (f) perpetuates
marked differences in the quality
of educ'ational services, equipment
and other facilities which exist
among the public school districts
of the state as a result of the in­
equitable apportionment of the
state's resources in past years, (~)

the use of the scbool district as tbe
unit for the differential alIocation
of educational funds bears no
reasonable re],ation to the Cali­
fornia legislati"" purpose of pro­
viding equal educatio'nal opportun­
ity for alI school children within
the state, (h) part of tbe state
financing scheme which permits
each scbool district to ~etain and

within that district all of
property taxes collected within

that district bears no reasonable
relation to any educational obiec­
tive or need, (i) a dispropo,rtion­

number of school children who
are black children, children with
Spanish surnames, children be­
[ongin?: to other minority groups
reside in school districts in which

interior eduoational 01'­
oortunity is provided." (p. 4 and
5of opinion-Appearing at 5 Cal.
3d 584, filed August 30, 1971.)

Disparity Alleged
In the second oause of action

parents aUeJ<e that as a
result of the financing

scheme they are required to pay
a higher tax rate than taxpayers
in many other school districts in
order to obtain for ,their ohildren
the same or Ie,sser educational op­

afforded children in
other districts.

It should be noticed that in
enumeration of the nine allega-
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with whether the actual funding '.
levels are more advantageous, de­
sirable or serviceable than the
foundation program funding levels.

People Decide
The difference between e'pen­

ditures per pupil and foundation
program budgets per pupil are a
result of the difference between
what people want to spend for
educating their children and what
the state Legislature considers
suitable and fully sufficie,nt as lar
as s,tate responsibility is concerned.

1'he study goes on ·and I quote
"whether the 1971-72 generalfund
expenditure levels are indioative of
the costs of minimum basic educa·
tion programs in the various schaol
dismcts for 1971-72 is a question
which cannot be answered by de­
facto statisticwl analysis; however,
the geneval consensus that most
of the school districts could do a
better job with more mO'1ley and
nearly any of the districts would
have a difficult time doing an ade­
quate job with less money provides
strong (albeit intangible) support
to a conclusion that the average
per ,pupil expenditure for any given
size category is probably an un­
reasonable estimate o'f the true
cost of a minimum basic educa­
tional program for that size cat,·
gory.

The first statement in the para·
graph should have been sufficient
and must be considered woe
suitable conclusion from the
dence offered in this piece of sci­
entific research whioh is intended
to be the basis for decisions
lating to fact. The rest of the state·
ment is mere specul'3!tion on the
part of the writer, but is used to
imply highly respected findings 01
a scientific study.

Want Only Money
The major conclusion is that

schools need more money Mare
money will provide a higher qual­
ity educational product. So the de­
cision rule is more money-better
education. In addhion, it is diffi·
cult to understand what is meant
by the phrase that the general con­
sensus provides strO'1lg (albeit in­
tangible) support to the conclu­
sion stated therein. It is diflicult
to understand how something
vague 'and indefinite to the mind
can be strong in any sense 01 the
word. In any case, 11his particular
discussion having to do with the
general funding level support of
the foundation program as it re­
!wles to total generlll1 fund expendi·
tures serves as the basis for the
major conclusions 'as stated in Sec­
tion 6 of the report.

It is my conclusion from review~

ing the material and considering
the Serrano vs. Priest case in light
of Montana's foundation
and school fur,dir'g alPpanltlJs-tlJat
Montana has a system
which provides school ,n
Montana with about the same cdu·
cational opportunity regardless 01
economic circumstancetS of their
p.arents and neighbors and there­
fore a viable case to attack the'
pr'esent funding methods would be:
difficult to establish. .

high. If one would correlate prop­
enty value per capita with per­
sonal income per capita among the
counties of the state, there will be
a significant negative correlation
between these factors.

Not a Wealth Tax
Now, one can see the difficulty

in viewing the ,property 'ax as
strictly a ·wealth tax. If the prop­
erty tax is viewed .trictly as a
wealth tax, it is logically consistent
to measure the tax burden by the
effective rate. However, if one
views the property tax as partly a
wealth tax and partly an income
tax then the 'ability to pay of tax­
paying units must enter the con­
cept in measuring tax burden.
Even in support of the local pub·
lic schools. 1'he main point is that
the burden of the tax must be re­
I'ruled to ability-tofay of taxpay­
ing units. In m\any instances, own­
ership of wealth and ability-to-pay
go hand in hand, but in other in­
stances, it is not so--especially in
predominantly agriculture econo"
my in whioh resources wre not mo­
bile.l (Bureau of Business and
Economic Reseavch, School of
Business Admini5tmtion, Univer­
sity of Montana, Montana Fiscal
Affairs Study, Chapter 9, pages
326 through 448.)

In view of the general economic
bacloground which must pervade
analysis of the system OIf school
funding in Montana, it appears
that so-called wealthy districts in
terms of laxable value per ANB
maybe in faot low income districts
where the family ability"to·pay
high property taxes simply does
not exist. If one were to take each
of the five major conclusions from
the data analyzed in the Superin­
tendent's report and substitute low
income distriots for weal.thy dis­
tricts, the conclusions and impli­
cations of the Superintendent's re­
port wonld be just the reverse.

Realistic Funding
One additional 'wspeet of the Su­

perintendent's report that requires
comments is l!hat the question was
roised, Hwhat constitutes realistic
funding levels for a minimum ba­
sic education progr-am?" Ther'e
was an attempt in the repo'rt to
"provide a partial bas'is for an-"
swering this question." Charts
were prepared plotting the aetual
per pupil general fund budget val­
ues for each of the disctricts in the
state and those were compared
with the f 0 u n dati 0 n program
schedule values enacted by the
42nd Legislature for 1971-72. It
was seen from those figures that
only in rare in.tances does the
foundation program actually cov­
er gener'al fund e"penses.

Such ,an anlll1ysis is hardly an in­
dication of what constitutes real­
istic funding levels for a minimum
basic education program. The fact
that school districts spend more
per child than is provided by the
foundalion program has little to' do
with the adequacy or inadequacy
of the foundation program. It has
little to do with the quality of the
education provided by !he fonnda­
tion program. It has little to do

One of the long-standing foun­
dations of public support for pub­
lic education is that through edu­
cation, the slook of human capital
is increased, which increases the
"alue of the human agent in 11he
economy which .n turn increases
personal income. Over time in this
country, the value of 1Jhe human
agent - people - has increased
much more rapidly than the "alue
of non-human resources; henoe,
11he domination of wage and salary
components of our national in­
come. These factors were carefully
recognized in the original forma­
tion of Montana's school funding
apparatns ,and its subsequent re­
visions. The basic design of the
school funding program in any
state must make reference to 11he
economic situation in that state.

Sensitive to Structure
In 1Jhis respect, this writer con­

siders the Montana foundation
program to be very sensitive to
Montana's economic structure in
several respects. We must under­
stand the basic economics of MOn­
tana's economy and then we can
understand more fully why the
Montana schoo,] funding program
must be considered equitable,.

There is a basic economic di­
chotomy between Montana's rural
areas and Montana's urban areas.
The first component of that di­
chotomy is with repect to roml
ar,eas. MoIlltana's rum!l areas are
sparsely populated. The property
tax base in these rural areas is
dominated by agricultural, rail­
road and public utility property
which generales relatively little
personal income and has relative­
ly few people dir'ectly associated
with its role in the state economy.
This property produces high tax­
able value per person and general­
ly lower pe,Dsonal incomes.

The o1ilier aspect of thle dichoto­
my has to do with Montana's ur­
han areas. The amo,unt of taxab,]e
property within mban centers is
more or less direotly associated
wi!h the number of people li"ing
and working there. Economic ac­
tivies carTed on in urban a.r'eas are
for the mast part labor intensive
and consequently, the taxable val­
ue of real and personal property
in urban areas is genevally low
rdwtive to the number of peopie.
In the labor· intensi'l'e indnstry
present in Montana urban areas,
there is relatively high personal
income per per son generated.
Given these ,basic economic facts
one would then sus,pect that so­
called wealthy districts would be
districts in rural areas in Montana
having a relatively high property
vwlue per capita or per avemge
number belonging and so-call<jd
poor distr"cts would be in urban
centers where the taxable value
per capita or per a~erage num~
belonging would be average or be­
low average when related to the
state as a whole. On the other
hand, one cannot forger that in the
50-oalled weallhy districts, per­
sonal incomes are generally low
and in the so-called poor district
personal incomes are generally

Serrano Case
Confuses
School Finances

(Continued from Page 3)
between distr,ict wealth and per
pupil expenditure of +.365. (2)
As wealth inoreases, the amount
of state aid per pupil received by
the district tends to increase. The
correlation in that case was + .130
which though small is nevertheless
significantly positive. 1'he conclu­
sion drawn is that this carrel,ation
indicates that the goal of providing
state aid in inverse propovtion to
district wealth is not being real­
ized in Montana. The conclusion
goes on to state liliat l!he wealthier
elementary districts are receiving
more state fnnds on a per pupil ba­
sis than poorer districts and this is
explained by the fact that many of
the wealthier districts are, small en­
rollment wise and the foundation
program for very small sohools is
large on a per pupil basis. Also,
that school districts irrespective of
their wealth receive interest and
income money on a per census
child basis regardless of the abil­
ity, of the tax base to support the
general fund budget. (3) As dis­
trict wealth increases, the size of
the district levy required to sup"
port the general fund budget tends
to decrease ·and furthermore, as
wealth increases, the amount of
district funds per pupil tends to in­
crease. (4) As district wealth in­

,creases, the county property tax
levy (basic levy plus deficiency
levy) required for the snpport of
the foundation program tends to
decrease. Furthermore, wealthier
districts tend to receive more
county funds per pupil than poor­
er districts. (5) As district wealth
increases, the total property tax
levy tends to decrease.

Ability to Pay
The basic presnmption in the

overall analysis of the equity of
Montana school financing program
is that property value per ANB is
the sale indioator of dis,trict abil­
ity-to-pay. It has long been held
by public finance experts that
property is not a very' good indica­
tor of ability-to-pay taxes; rather
income per person or per family
is thought to be the mo'st universal
and equitable measure of ability­
to-pay taxes.

Montana's foundation progr,am
does not presume that property
value is the sale indicator of abil­
ity-to-pay. In addition to the 25
mill uniform county wide mill levy
for elementary schools and the 15
mill uniform county wide levy for
high schools, stwte law requires
that 25 per cent of the individnlll1
inoome tax and corporation licenS'et
tax and 50 per cent of U. S. oil
and gas royalties be nsed to assist
in foundation program funding the
schools. Also, the main sQlUrCe of
funds for direct legisl,ative appro­
priation is the individual income
tax and corporation license tax.
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Taxpayer Shields Taken from Constitution

In each of five selected years,
1957 to 1969, total city revenue
trailed total city spending: by $792
million in 1957; by 336 million in
1960; by $362 million in 1965;
by $485 million in 1968, and by
$778 million in 1969.

enue and Taxation article. One
would eliminate creation of a tax
appeals board from the constitu­
tion and vest it in the legislature.
The board would function at both
state and county levels. An attempt
to bar the legislature from enact­
ing a sales tax in the future was
defeated, as was an effort to rein­
state the two'-mill limit on the
property tax for state purposes.

Property Values
Increase In State

In ten years from 1961 to 1971
the grand total of the value of all
property assessed in the state of
Montana increased 39.8%, a table
in the Montana Taxpayers Asso­
ciation's new booklet, HMontana
Property Taxes" reveals.

In dollars, the valuations went
from $690.7 million to $965.7
million, a gain of $274.9 million.

In the last five years the valua­
tion gained $141.2 million or
17.1 %. Another table in the same
booklet shows that in this same
five-year period the percentage of
property taxes in relation to valua­
tion was also increasing by 29.1 %.
In 1966 the total property taxes
were 14.8 per cent of the total
valuation. In the last availahle
year, this had gone up to 19.1 %.

Changes revealed in the ten-year
table are that the valuation of
livestock has taken the greatest
jump, 78.9%, going from $36
million to $64 million.

All farm land and improvements
gained 20% in taxable valuation,
from $125 million to $150 mil­
lion.

All real estate and improve­
ments increased 46%, going from
$304 million to $446 million. In­
cluded in this category, city and
town lots went up 63 % and im­
provements on city and town lots
went up 43.8 per cent.

Almost astronomical were the
increases in suburban tracts, villa
sites, orohards and the like, which
went up 1,467%, while improve­
ments on suburban tracts increased
in value 1094%. Total valuation
of the former in 1971 was $9.4
million while that of the second
category was $25.3 million, a gain
of $23 million from ten years be­
fore.

All personal property other
than livesto,ck shows a total valua­
tion far tax purposes of $227 mil­
lion this last year, a gain of $66.6
million or 41 %.

Operating property of public
utilities, the final category on the
list, is $35 million this year, a gain
of $7.6 million or 27%.

against ever-increasing public debt.
The needs, imaginary and other,
far the creation of public debt are
almost limitless. Property owners
can well fear that time when they
will simply be outnumbered by
non-property owners willing to
vote a burden upon them.

Section 12 provides that the leg­
.islative assembly shall enact the
necessary laws to insure strict ac­
countability of all funds received
and money spent by the state,
while Section 13 orders the legis­
lative assembly to provide for uni­
fied investment program for public
funds along with rules and regula­
tions and accountability.

Section 14 provides that a
special levy may be made on live­
stock and agricultural commodities
for disease control, predator con­
trol, etc. These levies are paid
strictly by the industry for indus­
try purposes.

Section 9 of the present Mon­
tana Constitution providing for a
two-mill limit for imposition of a
state-wide property tax levy has
been eliminated from the proposal.
This has been imposed from time
to time at the discretion of the
state administration in order to al­
leviate state general fun d fi­
nancing.

The elimination of this proposal
leaves it wide open for the Mon­
tana State Legislature to enact a
state-wide property tax to balance
the state's general fund when it is
unpalatable to increase other state­
level taxes and to establish a state­
wide property tax for the support
of the public schools. The argu­
ment put forth is that it is neces­
sary to allow the state to impose
the state-wide property tax for
schools because of the Serrano
(California) school cas,e and
others.

It is the opinion of several ex­
perts in the field that the present
Montana statutes can be amended
in order to satisfy such court de­
cisions without changing the Mon­
tana Constitution.

As far as property owners are
concerned, objections to the ma­
jority report are as follows:

(I) County boards of equaliza­
tion are eliminated, so taxpayers
must appeal to a state board in
the matter of property valuation
questions.

(2) The Constitution bonding
limits on property have been re­
moved with the anthority given
the Leglislature to establish what­
ever limits it sees fit.

(3) The property tax has been
thrown wide open as a source of
revenue for funding state-level ex­
penditures.

(4) The Montana Legislature
can bond property owners through­
out the state for building projects,
etc. without a vote of the people.

Fc-", changes were made by the
committee of the whole in the Rev-

Section 6 is a revision of the
present anti~diversion amendment
which now prohibits highway
user taxes from being appropriated
for such purposes as welfare, edu­
cation, general government, etc.

This new section allows highway
earmarked funds to include local
government roads and street sys­
tems, highway safety programs and
driver education programs.

The neW section allows diver­
sion of highway funds by 3/5 ma­
jority of the legislative assembly.
In other words, when the Legis­
lature is hard·pressed for funds,
gasoline ta"es can be appropriated
for welfare, etc., or gasoline taxes
could be increased and appropri­
ated for social or other causes. The
revision gives little or no protec­
tion for the highway matching
funds.

Section 7 provides for a tax
appeals board to be created by the
legislature.

Section 8 provides that no state
debt shall be created unless
authorized by a 3/5 vote of the
members of both houses of the
legislative assembly. And that state
debt cannot be created to cover
deficits incurred by the Legislature
far the state's general fund.

This section takes the voting of
state debt out of the hands of the
people and allows the Legislature
by 3/5 vote to incur an ohligation
against the property owners of the
state. In other words, the Legisla­
ture could bond the state for an
astrodome, another unit of the
University System, or you name it,
without putting the issue up to the
vote of the people who would have
to pay the bill.

Section 9. Appropriations by
the legislative assembly shall not
exceed anticipated revenue during
any budget period. This section re­
establishes the provision in the
present Constitution. While vari­
ous legi&lative sessions have bal­
anced the state budget with a pen­
cil by knowingly overestimating
revenue, this -section at least ap­
peals to the better traits of the
memhers of the Legislature and
reminds them of tbeir fiscal res­
ponsibility to the State of Mon­
tana.

Section 10 leaves limits of in­
debtedness for local governments
up to the Legislature.

The current Montana Constitu­
tion provides a limitation for the
amount of debt that can be enact­
ed by counties, cities, school dis­
tricts and high school districts.
This section strikes that protection
for the prope,rty owner and puts it
in the hands of the Legislature. In
other words, the Legislature, de­
pending upon how it is pressured,
can authorize debt limits for local
governments.

With the extension of the vote
to non-property owners, people
owning homes and other property
should h a v e some protection

Several provisions intended to
shield ta"payers have been re­
moved in the proposed new Mon­
tana constitution.

Three articles in the present
Constitution are devoted to taxa­

and finance: These are Article
XII, Revenue and Taxation; Ar­
tide XIII, Public Indebtedness
and Article XXI, Montana Trust
and Legacy Fund.

The various sections of the three
articles have been tested before
the Montana Supreme Co'urt again
and again. As a result of L'Iis liti­
gation a body of law interpreting
the Constitution has been built up
over the many years since its rati­
fication by the people, October I,
1889.

The Revenue and Finance com­
mittee proposal on Constitutional
revision has been rewritten into
fourteen proposed s'ections. These
,ections will be debated by the
Constitutional Convention and out
of these debates will possibly come
several or many amendments be­
fore final approval by that body.

As stated in. the intwduction to
the committee proposal, the Con­
stitution does not have to say a
thing about taxation because the
power to tax is an inherent power
of the state. As a result, some of
the proposed sections simply state
a power already possessed by the
Legislature and other sections are
more specifically included to re­
strict the stl'lte's taxing or revenue
powers.

Section 1 provides that taxes
shall be levied by general laws for
public purposes.

This broad language is meant to
replace the specific tax base pro­
visions in the cunent document.
This new language allows the
Legislature to eliminate such items
as household property that are dif­
ficult, if not impossible, to asse,ss
and tax. A subsection earmarking
income tax revenues for education
and the general fund was removed.

will give the Legislature full
authority to allocate revenues
where the needs exist. This section
will also eliminate the possibility
of faulty revenUe estimates that
have resulted ina shortage, of state
funds to public school districts
within the state.

Section 3 eliminates the present
county and state board of equaliza­
tion and mandates a state level
sy,tem of appraisal, assessment
and equalization.

Section 4 guarantees that prop­
erty will be assessed at the same
value for state, county or school

purposes.
Section 5 provides that property

of the United States, cities, towns,
may be exempt from taxation,

but any private interest may be
taxed separately.' This article does

require that all property be
taxed, leaving the scope and nature
of taxation program up to the Leg_
islature.
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Education Aims Outlined
In Most Abstruse Terms

$714 Million in U.S.
Taxes From Montana

Montana will pay $714.3 milo.
lion of the 1973 federal budget,';'
according to a computation by the!i
Montana Taxpayers Association. >:

The federal budget of $246.3 •..•
billions has been submitted to'
Congress by the PreBident. "

The formula of Montana's'
share is one which has be,en de-:
veloped by Tax Foundation to"
show how the tax burden of the
federal government is distributed:
among the states.

At the present property tax
level of $184.3 million per year'
in Montana, the $714.3 million"
which the federal government will,
take out of the state would fi-h
nance all local government and!
schools for nearly four years.

At the current level of state"
spending, it would finance state)
government for nearly eight years.':

The $714.3 million is two and;
one third times as much as al@
state and local revenue collected;:
for all purposes in Montana, in.'-'
oluding gasoline taxes and fish andi.
game fees, in the last year. ''''

The federal budget anticipatesj);
receipts in the next fiscal year;.~

which begins July 1, at $220.8::
billion with a unified budget def;'!!
icit of $25.5 billion. It is noted.:
that this deficit comes on top of.::
a deficit now estimated to be1Z'
$38.8 billion for the current liscal:)
year and of $23 billion deficit in'};
the fiscal year which ended Jund!
30, 1971.'"

Then, after the other institutions
"deemed desirable" are created,·
the legislature ,is given a mandate':.
to finance them.

How is this to be done? By "tax­
ation or other means."

What other means than taxa·
tion are meant? No one knows'
now, but they are writing this can· '.
stitution for the future, so it is a
problem that obviously is meant
tor the future.. Other means
taxation, such as confiscation
property or wages, may well be the
solution.

Who can say what fiscal
could he created und,ee.r~e~a,~~:~~'~~!
power in which the s
tate the le"el of the and
legiSlature is ordered to comply by
financing it "by taxation or other
means." This must be full funding,
also. None of that partial funding"
which the current legislatures have
been giving us because they didn't
want to increase state taxes and.'
the local property taxes were too"
far away to worry about.

Local properly taxes will prob- >
ably be a lot closer and a lot more
tangible when the schools get i
through finding all the spending,
loopholes which have heen left in'"
Section 1, quoted above.

gives to Congress the right to
regulate commerce among the var­
ious states, and this has been held
by the courts to mean that ex­
cessive state taxation of out-Df­
state firms constitutes a burden on
interstate commerce and is thus
forbidden.

Generally, the states have b<1en
restricted to taxing within their
borders only the income of out-af­
state corporations which is earned
in that particular state. The fact
that many corporations which op­
erate in Montana report a net loss
on business done in this state
hampers the state in its efforts to
ooJ.lect taxes on such income.

Some 19 states, including Mon­
tana, have ent,ered into what is
known ,as the Multistate Tax Com­
pact by which an agreement is
sought on taxation of firmB whose
business cross,es state- lines.

The Montana Board of Equali­
zation is the agency which admin­
isters Montana's relations with
this tax compact.

One of the accomplishments is
the establishment of an auditing
system which determines how
much of the income of each inter­
state corporation arises in each
state to the end that each state may
thus collect a portion of ~he taxes
owed by the firm on its interstate
business.

However, the main stumbling
block has been the failure of the
United States Congress to enact
laws which establish guidelines for
the states seeking to collect rev­
enue from interstate firms.

(Continued from Page 1)
, proper goal who can complain if

the goal is not reached?
What is the full educational po­

tential of each person? Are we to
give every citizen an intelligence
test, no matter whether he is 8 or
80 and send him ba,ck to class if
he hasn't developed his full po­
tential? The wording obviously
is aimed to allow kindergartens,
but many school systems now are
at the limit of the ability of tax­
payers to support them without
kindergartens.

What does "high quality" mean
in defining schools? Does it add
anything? Does this mean better
than adequate? If the people get
careless, high qUality may ,,"tually
be low quality in compar,ison with
something else. If high quality
means spending a great deal of
money, as some educators define
it, then it might bankrupt the state.

Other institutions may be im­
provised which are "deemed de­
sirable." Nothing is said a:bout
who is to do the "deeming." Will
it be the legislature? Will it be the
state board of education, which
is given power to' regulate certain
portions of the educations system?
Will it he the board of regents,
which has authority over another
system?

Tax Study Ordered;
It Has Been Done

(Continued from Page 1
Iy those ,mpos:ed on so-called
foreign cOIlporations.

Busines's taxation is a complex
matter because of the wide "ariety
o,f taxes across the country and be­
cause each of the 50 states has a
different system, Dr. Diehl report­
ed.

A complicating factor, and one
which has led to much litigation as
well as federal and s,nate legisla­
tion, is the matter of the state tax­
ing operations within its borders
of businesses which are domiciled
in another state.

The aim may be to equalize the
taxation between the firm in the
home state and its competitor in
another state, but the law says that
the state is taxing business in in­
terstate comrhe-rce, and that is an­
other matter, Dr; Diehl pointed
out.

The United States Constitution

5,711. Thesefigures do not include
secondary employes and their fame
ilies.

The dollar value of the sites
upon completion will be $195 mil­
lion. The estimated average an­
nual earnings which will be gen­
erated by primary and secondary
workers wHI be $50.6 million.
During the peak of construction
the average monthly pay roll will
be $3.8 million. During the in­
stallations and test interval from
1973 to 1975 the typical monthly
pay roll will he an estimated $2.1
million. After the system is 01'·
eration,,1 an annual pay roll of
$10 million is projected.

Total earnings generated during
the period from 1970 to 1976 are
estimated to be $354.1 million.

As a direct result at the in­
creased earnings in the ·area it is
estimated that state income taxes
will increase by $19.6 million
during the period from 1970 to
1976, while increased property
taxes generated by the project are
estimated to amount to $4.9 mil­
lion during the same period. It is
estimated that $3 million a year in
taxes will be generated after the
proiect is completed.

One of the unde,ided questions
at present is whether permanent
persoonel will be housed at the
PAR (per,imeter acquisition ra­
dar) site south of the Tiber Res­
ervoir after completion of the proj­
ect.

If personnel is housed at the
site, Col. Thomas Duke, Safe­
guard commander, told the Gov­
ernor's Manpower Planning Ad­
visary Council, it will be necessary
to build an elementary school sys­
tem there for approximately 280
pupils and to arrange to carrv hij!h
school pupils by bus to Shelby. If
the personnel is not housed at the
site it will be nece"ary for them
to commute from Shelby'; Conrad
or Chester, all about equally dis­
tant, and their children would at­
tend school in those communities.

6

The federal government is pre­
pared to pay the bulk of the cost
caused by the impact of the anti­
ballistic missile (s",feguard) mis­
sle system in north central Mon­
tana, according to figures provided
by Lloyd F. Meyer of the Mon­
tana Department of Planning and
Economic Development.

An analysis of the cost to the
state and various communities,
caused by the impact of the new
system, which was publi.hed in
the December issue of the Mon­
tana Taxpayer, was a preliminary
study only and has been supersed­
ed by federal action in a number of
areas, Meyer's f.igures show.

The principal change is that
Congress has appropriated ap­
proximately $14 million far com­
munity impact assistance funds for
Montana and North Dakota in a
bill (Public Law 91-511) spon­
sored by Senators Metcalf and
Mansfield. A portion of these
funds have already been allocated
to prokcts in the communities in­
volved.

As of December 17, 1971,
Montana had requested a total of
$8,296,953 for community impact
assistance and $3,150,073 had
been transferred from Department
of Defense funds. Approximately
$1 million has also been provided
from other federal agencies.

The larger items which had been
funded by the Department of De­
fense included $481,440 for ele­
mentary school CO'nstruction in
Conrad; $38,640 to the state for
public sanitation; $163,600 to
Conrod for sewage treatment;
$60,000 for water and land con­
servation at Lake Francis in the
Valier area; $1,450,000 to the
state for highway construction;
$816,668 to Conrad for water sys­
tem and waste disposal; $25,000
for extension resources develop­
ment agent in the deployment
area, and about $100,000 to the
various communities and counties
for law enforcement.

There were smaller items trans­
ferred to, Chester, Conrad, Great
Falls and Valier for ele;mentary
sohool operation and maintenance.

One of the larger requests still
under consideration by the Safe­
guard Command is for $3,400,00
to pave Highway 225, the Boot­
legger Trail. If this project is
funded the state's "batting aver­
age" in funds a,pproved in ratio
to funds asked will be quite high.

Primary employes of the Safe­
guard system who are e"'pected to
reside in the area from 1971 tel
1976 wili range from 1,258 to
2,025 for the period, with the high­
est number being in 1975. Total
population increase as a result of
this number of primary employes
is estimated to be from 2,483 to

Safeguard to
Be Financed
By Federals


