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The argument

Times are tough for municipal government
New England local government is different
Local government is linked to states, by 
grants in aid in particular
Need to look at the revenue mix
Times are going to get much tougher for 
state governments as population ages, so
Times will get even tougher for municipalities
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Some questions along the way:

What are local government revenue sources?  
How have they changed in recent years?  
How do New England states compare to each 
other and to the nation?  
What does the future look like for state and 
local government revenues? 
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State and local governments are linked 
in many ways

States create local government and
– Establish allowable structure and powers

– Set and constrain local taxing powers

State grants-in-aid a key revenue source

Share taxpayers and their capacity to pay

Share economic trends and cycles
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The structure of local government in 

New England states is different from 

most other states.
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Compared to states in rest of nation, 
local government in New England 

Relies heavily on TOWNS for general services
Does not use COUNTIES much or at all
Relies less on INCORPORATED 
MUNICIPALITIES
Relies less on SPECIAL-PURPOSE  
governments (like library districts) 
Relies more on TOWN-DEPENDENT and less 
on independent SCHOOL DISTRICTS 
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Table 1:  Share of Total Local Government General Revenue
by Type of Local Government from 2002 Census (percent)

65.74.441.56.824.03.234.4School 
District

4.64.72.511.66.95.19.1Special 
District

19.840.619.336.539.654.43.3Township

9.650.327.944.226.437.328.0Municipal

0.30.08.80.93.10.025.2County

VTRINHMAMECTUS
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Census Bureau data on local government

For each year (to 2005) in each state have:
State and Local sectors combined
Local government sector combined

Every fifth year (…, 1997, 2002) have:
Information for each individual government 
Grouped by five types of local government
Municipal = Town + Incorporated Municipality 
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Table 7:  Municipal Percent Share of Total Local Government Sector 
in 2002 

0.092.422.585.550.794.410.8Elementary & Secondary 
Education Expenditure

29.891.048.186.162.693.231.7Direct General Expenditure

58.098.652.498.074.798.328.6Property Tax Revenue

6.594.929.676.555.696.219.5Intergovernmental Revenue 
from State 

VTRINHMAMECTUS
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Comparing government revenue per capita 
to U.S. average

New England states, with the exception of New 
Hampshire: 

have larger state and local government 
sectors

rely relatively more on state, as opposed to 
local, government 
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Table B: Government General Revenue per capita
by Level of Government and year in $2005

(Taken from first row of tables 2-5, 8 and 10)

5,9615,9575,0276,3775,5056,8275,628State & Local
1995

7502,2521,2132,5241,8142,9231,108Municipal
1997

7882,5741,3942,9741,9823,1691,206Municipal
2002

2,4432,4162,5212,9012,4363,0463,255Local
1995

2,9593,1303,2013,6673,0163,6543,914Local
2005

7,7527,5895,9037,6367,4757,8906,816State & Local
2005

VTRINHMAMECTUS
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Table 6: Income, Federal Aid, and Population
for New England States in 2005

0.6143 95 Vermont
1.1133 102 Rhode Island
1.384 110 New Hampshire
6.497 126 Massachusetts
1.3136 89 Maine
3.586 137 Connecticut

Population
(millions)

Federal Aid to State 
and Local Government 

per capita   
(as percent of Nation)

Personal Income 
per capita

(as percent of Nation)
State
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Revenue mix for State and Local
government sector in 2005 (Table 2)

Compared to rest of nation, New England states:
All rely heavily on the property tax, with New 
Hampshire highest in the nation
All rely less on sales taxes (NH has none)
MA and CT rely heavily and NH lightly on 
income taxes
All rely less heavily on charges and fees
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8.29.89.911.79.77.08.8Misc. General Revenue

11.29.113.111.010.58.515.3Charges and Fees

3.42.25.43.02.73.64.6Other Taxes

1.41.46.22.71.42.12.1Corporate Income Taxes

10.412.20.919.713.218.211.9Individual Income Taxes

9.86.79.14.24.36.76.0Selective Sales Taxes

6.510.47.99.511.813.0General Sales Taxes

21.922.334.421.021.825.916.6Property Taxes

27.225.921.118.726.916.121.7Federal Aid 

VTRINHMAMECTUS

Table 2: Percent share of State and Local Government 

Total General Revenue by Source in 2005
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Revenue mix for Local-only
government sector in 2005 (Table 3)

Compared to nation, & with exception of VT, NE states: 
MA relies more and others less on state aid
Rely much more on local property tax
Rely less on charges and miscellaneous
revenue sources

Vermont stands out with:
Far below average reliance on property tax
Far above average reliance on state aid
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2.94.23.25.53.23.54.5Federal Aid

4.32.93.13.23.63.06.5Misc. General Revenue

7.57.68.69.910.76.816.0Charges and Fees

0.61.30.91.11.01.22.3Other Taxes

0.4Corporate Income Taxes

1.8Individual Income Taxes

0.20.30.61.9Selective Sales Taxes

0.24.3General Sales Taxes

16.954.154.043.853.055.927.9Property Taxes

67.229.730.235.828.429.634.4State Aid 

VTRINHMAMECTUS

Table 3: Percent share of Local Government 

Total General Revenue by Source in 2005
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Revenue mix for Municipal government 
sector in 2002 (from Table 8)

Compared to rest of nation, New England states:
Have more than twice reliance on the property tax
Have above average reliance on state aid

– except VT, where independent school districts get the aid

Have no local-option general sales taxes
Make little use of selective sales taxes
Have no local-option income taxes
All rely less heavily on charges and fees
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0.9Corporate Income Taxes

4.12.13.92.40.51.14.9Federal Aid

4.32.93.13.23.63.06.5Misc. General Revenue

17.45.512.19.29.05.717.4Charges and Fees

1.31.12.00.90.80.93.6Other Taxes

1.10.2Motor Vehicle License

4.0Individual Income Taxes

0.70.20.80.20.04.4Selective Sales Taxes

6.7General Sales Taxes

56.156.953.448.758.858.424.1Property Taxes

12.230.822.234.924.430.221.6State Aid 

VTRINHMAMECTUS

Table 8: Percent share of Municipal Government 

Total General Revenue by Source in 2005
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Cyclical links between property taxes 
and state aid: the “offset” hypothesis

Starting in 2002 :

an unusually large decline in state tax revenues;

followed in many states by restrictions in state aid;

some evidence that local governments compensated 
with higher property taxes;

one study found that property taxes were increased 
by 25 cents for each one dollar cut in aid. 
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Table 11: Local Government Property Taxes and State Aid 
Percent change in real per capita amounts fiscal 2002 to 2004

4.59.6Vermont
13.313.4Rhode Island
0.213.5New Hampshire
-6.97.3Massachusetts
0.93.5Maine
4.96.8Connecticut

Aid from
State

Property 
TaxesState

Source: Dye and Reschovsky (2007).
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Table 12:  School District* Property Taxes and State Aid 
Percent change in real per capita amounts fiscal 2002 to 2004

-1.318.2Vermont
3.06.7Rhode Island
-4.222.4New Hampshire
-3.73.8Massachusetts
-4.43.5Maine
-4.714.9Connecticut

Aid from
State

Property 
TaxesState

*Includes municipal-dependent school districts.
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Property Tax Limitations

Massachusetts has Proposition 2½ since 1980

– Max. 2.5 of property value and 2.5 growth cap

Rhode Island: 5.5 growth cap since 1985

Maine: 2.75 growth cap since 2005

CT, NH, and VT not capped 
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Aging population threatens state and 
local government budgets

State share of Medicaid
Unfunded pension liabilities
Government retiree health costs
Age patterns of income and spending 
affect income and sale taxes

Indirect effect on municipalities via 
reduced state aid? 
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Table 15 (& 16):  
Percentage share of population Age 65 and over

24.412.7Vermont
21.414.5Rhode Island
21.412.0New Hampshire
20.913.5Massachusetts
26.514.4Maine
21.513.8Connecticut
19.712.4United States

2030 Projections2000 CensusState
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The argument (again)

Times are tough for municipal government
New England local government is different
Local government is linked to states, by 
grants in aid in particular
Need to look at the revenue mix
Times are going to get much tougher for 
state governments as population ages, so
Times will get even tougher for municipalities
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What to do?  What to do?

Take the problem seriously
Look at the level of state aid
Look at the formulas for distributing state aid
Look at using fees & non-property taxes more
– Consider authorizing more local-option taxes

Try to reduce costs of providing services
Be prepared to make hard choices and reduce 
service levels 


