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I. Introduction
Though often minimized or overlooked, municipal government is a fundamental feature of Rhode Island’s political system. Municipal
governments offer citizens their most direct form of political representation and provide residents with important public services,
including public safety, parks, libraries, sanitation, and maintenance of local roads. In Rhode Island, municipal governments also provide
elementary and secondary education through local school districts. Unlike most of the rest of the country, Rhode Island does not have
county government and generally does not have regional governmental structures, leaving cities and towns with particularly critical
roles in providing public services. Consequently, the fiscal health of municipalities takes on special importance in Rhode Island.
In terms of relative size, municipal revenues and expenditures in Rhode Island are substantial. Combined, the Ocean State’s 39
municipalities expended over $4.1 billion in FY 2019, including $1.4 billion in state education funding, other state aid, and federal
assistance. By way of comparison, state expenditures totaled $9.4 billion that year, including $2.8 billion in federal funding. As
illustrated by Figure 1, intergovernmental transfers are a fundamental feature of our federal system. Over a third—33.2 percent—of all
municipal expenditures are funded by state and federal sources. Similarly, 30.1 percent of state expenditures are funded with federal
aid.

While Rhode Island’s cities and towns occupy an essential place in its governmental system, their legal structures, powers, and
limitations are largely rooted in historical circumstance and have changed little over many decades, despite great economic and
population shifts. Today, there are striking differences between Rhode Island’s municipalities in terms of family income, property
wealth, home ownership, and demographic makeup. Perhaps most importantly, these variations lead to dramatic differences among
municipalities in their reliance on financial assistance from state government. For some municipalities, these differences, along with
debt and pension obligations, have enormous impacts on the ability to raise revenues and provide adequate services, particularly for
education, raising serious issues as to equitable educational funding.
In its research and reports over the years, RIPEC has taken an active interest in the issue of municipal finance. As part of the series
published in 2019 on “Rhode Island in Context,” RIPEC issued a report on government finance which included an analysis of historical
trends for municipal property taxes, the proportion of property taxes in relation to other taxes in Rhode Island, and how municipal
property taxes compare to property taxes levied in other states.1 RIPEC also publishes annual reports on how state and local government
revenues and expenditures in Rhode Island compare to the other 49 states.2 During the Great Recession, RIPEC proposed actions to be
taken by municipalities to prepare for anticipated shortfalls, reported on the impact of reductions in local aid on the operations of
municipalities and school districts, and explored fiscal stress and municipal bankruptcy in Rhode Island.3 Other RIPEC reports have

Rhode Island Public Expenditure Council, “Rhode Island in Context: Regional and Historic Trends, Volume I of III: Government Finance,” September 2019. In
an earlier report, RIPEC analyzed municipal revenues and expenditures. Rhode Island Public Expenditure Council, “Comments on Your Government: Summary
of Local Government Finances in Rhode Island,” May 2009.
2
Rhode Island Public Expenditure Council, “How Rhode Island Compares: State and Local Revenues and Expenditures,” March 2021.
3
Rhode Island Public Expenditures Council, “Summary of Local Government Finances in Rhode Island,” May 2009; “Comments on Your Government: Reductions
in Local Aid Will Require Structural Changes for Local Governments and School Districts,” February 2010; “Public Policy Issue Brief: Fiscal Stress and Municipal
Bankruptcy: History and Implications for Rhode Island,” April 2012.
1
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focused on property taxes, pension reform, and local fire and other special districts.4 In its reports, RIPEC also has had a continuous
focus on elementary and secondary education, most recently with two 2019 reports on educational governance reform, and a
comprehensive report in 2016 on revenues and expenses, student performance, and student demographics in Rhode Island’s K-12
system.5
This report is the first in a series exploring various aspects of municipal finance in Rhode Island. Through this report, RIPEC will
establish a foundational overview of the structures of municipal finance in Rhode Island to serve as a backdrop for a more in-depth
investigation into subject areas affecting the fiscal health of municipalities. Beginning with a historical and legal overview of governance
structures, the report details the historical and legal context of the state’s current oversight of municipal financing and budgeting. The
report shifts to an empirical examination of the current demographic and financial features of Rhode Island's cities and towns, first
utilizing data from the U.S. Census Bureau’s American Community Survey (ACS) to illustrate the great variance of income, housing
metrics, and other characteristics across communities in the state, before diving into municipal budgets themselves. Utilizing FY 2019
data from the Rhode Island Division of Municipal Finance's Municipal Transparency Portal (MTP), the report reviews sources of
municipal revenues, including a focus on property taxes, and then breaks down municipal expenditures, including brief overviews of
educational spending and debt, pension, and other post-employment benefit (OPEB) obligations.6 The final section of this report contains
observations and recommendations.
RIPEC’s analysis utilizes multiple data sources to create a comprehensive picture of municipal finance across the state. The primary
sources of data for this report are the Rhode Island Division of Municipal Finance—and particularly the MTP— ACS 5-Year Estimates
for 2015-2019, the 2010 U.S. Census, and the Rhode Island Public Finance Management Board’s “Debt Affordability Study.” For this
report, RIPEC chose to utilize MTP data over other sources of municipal finance data due to the standardized and comparable nature of
the data reported in the MTP. With respect to education expenditures, this report uses MTP data for municipal expenditures and Rhode
Island Department of Education data for state educational funding.7 While the MTP accounts for the revenues and expenditures of
municipalities and school districts separately, RIPEC’s analysis includes school district finances in its municipal data sets. In doing so,
RIPEC figures—unlike the MTP—represent state and federal aid that passes directly to the school district as municipal revenue and
accounts for all education expenditures rather than exclusively those represented by municipal financial support to school districts.
RIPEC chose to fold school district data into its municipal analysis because municipalities have the primary legal obligation to fund
local education, and state and federal education aid can be a significant source of revenue that greatly impacts a municipality’s total
budget picture. The ACS is a nationwide survey, conducted by the U.S. Census Bureau and designed to estimate social, economic,
housing, and demographic data through sample surveys.8 It is important to note that the ACS only collects data on “resident” households,
defined as individuals residing in a housing unit at the time of interview for an expected period of more than two months. As a result,
demographic information regarding population, income, home ownership, home value, and rent do not capture non-resident populations,
such as part-time residents with seasonal or other second homes, vacation populations, and other transient groups.9

Rhode Island Public Expenditure Council, “Comments on Your Government: Update to the State’s Property Tax Cap Legislation,” June 2011; “Public Policy
Issue Brief, Reforming Public Sector Pensions,” November 2011; “Comments on Your Government: Analysis of Rhode Island’s Municipal Pension and OPEB
Obligations and the Impact of the Proposed MAST Program,” June 2011; “Comments on Your Government: State and Local Government Pensions and Other Post
Employment Benefits,” March 2010; “Comments on Your Government: Local Government Pensions,” May 2009; “Comments on Your Government: Special
Districts in Rhode Island,” May 2013.
5
Rhode Island Public Expenditure Council, “Reforming Structures of Education Governance: Legislative Elementary and Secondary Reform in Rhode Island,
2019,” August 2019; “Understanding Institutional Differences in Education Governance: An Updated Comparison of Massachusetts and Rhode island,” March
2019; “Results: Education in Rhode Island 2016,” April 2016.
6
For 38 of Rhode Island’s 39 municipalities, FY 2019 began on July 1, 2018 and ended on June 30, 2019. In East Providence, the fiscal year runs from November
1 to October 31. Thus, FY 2019 MTP data on East Providence measure a somewhat different period than is the case for Rhode Island’s other municipalities.
7
Regional school data are divided among municipalities proportionate to each municipality’s respective funding efforts.
8
American Community Survey 5-year estimates compile 60 months of data collected on an almost daily basis through mail, internet, and in-person interviews.
Over a five-year period, the ACS captures samples from approximately one in nine households, creating more reliable demographic estimates. American
Community Survey, When to Use 1-year, 3-year, or 5-year Estimates.
9
U.S. Census Bureau, Understanding and Using American Community Survey Data: What all Data Users Need to Know.
4
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II. History and Legal Structure
This section provides a brief overview of the historical context and legal structures essential to understanding municipal finance in the
Ocean State, including the relationship that Rhode Island’s cities and towns have to the state, the various structures of municipal
governance used throughout the state, the means through which public elementary and secondary education is funded, the regulation of
local property taxation, and the budget controls under which municipalities operate.
Municipalities and the State
Although the modern legal status of the rights and powers of Rhode Island towns and cities have their roots in the language of the Rhode
Island Constitution, the vital role that municipalities play stems back to colonial times. Formed initially as a loose coalition of
independent settlements, the Colony of Rhode Island's initial charter, enacted in 1644, mostly left the provisions of government up to
the towns themselves. Although subsequent charters gave rise to a more powerful central state government, the relative power of
municipalities in relation to the state was a fundamental characteristic of Rhode Island’s structures of governance through the creation
of the state constitution in 1842.10
In the century after the state constitution was ratified, Rhode Island experienced massive economic changes, transforming from a
primarily agrarian to a primarily industrial economy. As the economy shifted, there became a greater demand for a stronger state
government that could organize and manage more complex economic transactions. Subsequently, there was a push towards a more
unified and centralized government through increasing powers of the General Assembly. This shift was reinforced by a series of court
rulings which concluded that Rhode Island’s cities and towns had no right to self-governance under the Constitution. Rather, the
authority of municipalities was derived only from the powers that the state chose to grant to them.11
The dynamic between the independent legacy of towns and cities and the subsequent consolidation of state power has led directly to the
form of local government rule practiced in Rhode Island today. A century after the state constitution was adopted, the legal basis for
local independence was established during the state’s 1951 constitutional convention. Intended as a guarantee of self-governance for
local matters, Article XIII, or the home rule article, gives local authorities autonomy in decision-making on local issues while also
maintaining a level of override for the state government. This amendment grants to cities and towns the power to adopt and amend a
municipal charter and local laws that impact city property, affairs, and government. The state, through the General Assembly, retains
the right to act on municipal matters through general law, so long as that rule applies equally to all municipalities and does not impact a
municipality’s local governing structure. Importantly, Article XIII does not extend to cities and towns the right to levy, assess, and
collect taxes or borrow money; instead, municipalities can raise revenues only to the extent approved by the General Assembly. The
power structure put in place by Article XIII, in which cities and towns have some guaranteed rights to self-determination, but the state
ultimately retains oversight over most matters, remains largely intact to the present day.12
Structures of Municipal Governance
Currently, all the towns and cities in Rhode Island have adopted a local charter except for the Town of Scituate.13 For each city or town,
the charter establishes the structure of municipal government. There are four basic local governance structures in Rhode Island: mayorcouncil, administrator-council, council-manager, and town council-town meeting. The most significant difference among these forms
of local government is how the chief executive is selected. In a mayor-council or administrator-council structure, the mayor or
administrator is elected by the voters of the city or town. In a council-manager form of government, the elected town council appoints
the town manager. Municipalities organized in the town council-town meeting category have no chief executive. There are also
differences among these forms of government in terms of how municipal budgets are proposed and adopted.14
Public Elementary and Secondary Education
Although the Rhode Island Constitution tasks the General Assembly with “the diffusion of knowledge” through the support of public
schools and libraries, the management and control of education in Rhode Island has always been a more local affair, an arrangement
that dates back to the colonial era.15 Notably, a system of common schools as was seen in Massachusetts and Connecticut in the preRevolutionary era was not initially established in Rhode Island due to the heterogenous nature of its inhabitants, a distrust of strong state
control, a lack of settled state institutions, and a smaller and more sparse population.16 However, as the state grew and established itself
as a centralized power, so too did the influence of state government over locally administered education. The General Assembly
established the Rhode Island Department of Elementary and Secondary Education in 1896 to provide a level of state oversight for public
education and tasked the Commissioner of Elementary and Secondary Education with certifying accredited schools, approving state
school funding, and ensuring that all laws relating to schools and education were implemented across the state.17
Terrance P. Haas, “Constitutional Home Rule in Rhode Island,” Roger Williams University Law Review vol. 11, iss. 3 (2006).
Ibid.
12
Rhode Island Constitution, Article XIII.
13
Amy H. Goins et. al., Presentation for the R.I. League of Cities and Towns, “Municipal Charters: Adopting, Amending, and Appreciating.”
14
John Caruso, Joseph Coduri, and Susan Moss, “Municipal Charters in Rhode Island,” Rhode Island Division of Municipal Finance, 2013. In a mayor-council
government, the mayor compiles the annual budget but the council gives final approval. In a council-manager or administrator-council form of government, the
town manager or administrator creates a proposed annual budget, which is then submitted to the town council for hearing and adoption. In a town council-town
meeting system, the town council uses information from town department heads to compile an annual budget, which is then subject to a public hearing and adopted
at a financial town meeting. Most of Rhode Island’s cities and towns have a Council-Manager or Council-Administrator structure, whereby the manager or
administrator is appointed by the city or town council.
15
Rhode Island Constitution, Article XII.
16
Thomas Stockwell, ed., “A history of public education in Rhode Island from 1636 to 1876,” Rhode Island Board of Education, 1876.
17
R.I. Gen. Laws §16-1-5.
10
11
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On the local side, the structure of education governance bodies varies among municipalities. Thirty-two of Rhode Island’s 39 cities and
towns have regular school districts, while four regional school districts comprise two or more municipalities.18 In both regular and
regional districts, the management of schools is the responsibility of a school committee, which develops and adopts a budget that is
then submitted to the local appropriating authority, usually the town or city council, for approval. While their powers are derived from
the state, school committees are locally elected bodies in every municipality but Providence, which has a mayor-appointed school
committee.19
While the budgeting process and management of funds is under the purview of the school committee, these bodies have no power to
raise funds through taxation or debt issuance. Instead, the city or town council is responsible for approving and raising the necessary
funds for schools to operate. This separation between school management and financing can create a dissonance in local education
systems. The Caruolo Act, signed into law in 1995, provides a mechanism to resolve financial disputes between municipalities and
school committees. If a school committee finds that its budget is not large enough to meet federal and state requirements, the chair of
the committee can petition the Commissioner of Elementary and Secondary Education to find alternatives to state mandated spending.
If the Commissioner does not approve this request, the school committee chair can petition the town council to increase appropriations.
If the council elects to not increase funding, the school committee can seek appropriations through legal action in the superior court.20
Property Taxation
Rhode Island municipalities have leeway in determining the contours of their property tax systems, with locally conducted value
assessments and locally determined tax rates and exemptions. However, the state dictates key features of those systems, including what
types of property may be taxed, certain tax exemptions, the frequency at which value assessments must be administered, and the rate at
which property tax levies may increase.
Classifications, Exemptions, and Revaluation Schedules
Municipalities may elect to apply the same or different tax rates to each of the four classes of property: residential real estate, commercial
and industrial real estate, ratable tangible personal property, and motor vehicle or trailers. 21 As of FY 2019, none of Rhode Island’s 39
municipalities applied the same tax rate to every class of property, but 15 communities applied the same rate across properties classified
as residential, commercial, and tangible.22
Rhode Island law provides exemptions that limit a municipality’s ability to tax both tangible and real property. Statewide exemptions
to the tangible personal property tax include but are not limited to household personal property, items used in manufacturing, and
wholesale and retail inventory.23 State law also fully exempts from taxation certain real property used for specific purposes—such as
houses of worship or burial grounds—as well as properties owned by charitable organizations.24 Municipalities may additionally choose
to wholly or partially exempt real property owned by certain individuals, such as those who are elderly or visually impaired.25
Under Rhode Island general laws, municipalities must conduct a full revaluation of taxable property every nine years, and statistical
revaluations must occur in the third and sixth year after the most recent full revaluation.26
Property Tax Relief and Replacement Act
With the Property Tax Relief and Replacement Act of 1985, the Rhode Island General Assembly began to impose limits on a
municipality’s ability to increase property taxes, enacting a 5.5 percent cap on year-over-year property tax growth. Whether or not the
Rhode Island’s regional school districts are: Chariho (Charlestown, Richmond, and Hopkinton), Exeter-West Greenwich, Foster-Glocester, and Bristol-Warren.
Regular school districts comprise one municipality and are typically governed by a school committee authority, an agency of the government typically elected by
the electorate and responsible for the administration of the district, including the management of district finances. Regional School Districts comprise multiple
municipalities and are governed by a school committee authority elected by each municipality’s electorates. The number of representatives from each municipality
are proportional to its population. In addition to the powers granted to regular school committees, regional school committees can issue bonds and borrow money
for the construction of schools. Operational costs of regional school districts are the responsibility of the member towns in proportion to the assessed value of the
property of each municipality, unless the towns approve a different cost apportionment scheme. In addition to regular and regional school districts, there are four
state-operated schools, one regional collaborative local education agency, and 20 independent or mayoral charter schools that are public but not managed by
municipalities.
19
R.I. Gen. Laws §§ 16-2-9, 16-2-5. Woonsocket voters approved of a referendum to have a mayor-appointed school committee in 2012, but in 2018 voters
approved a referendum to revert to a system of publicly electing committee members. Valley Breeze, “City to hold first school committee election since 2011,”
October 31, 2018.
20
R.I. Gen. Laws §16-2-21.4.
21
R.I. Gen. Laws § 44-5-11.8. Residential real estate consists of fewer than six dwelling units and may be divided into owner- and non-owner-occupied
subcategories that may consequently be taxed differently at the municipal level, whether by way of a homestead exemption or through the application of different
rates. Commercial and industrial real estate includes real property used for business or commercial reasons as well as residential real estate with six or more
dwelling units. Motor vehicles are subject to an excise tax. FY 2021 marks the fifth year of an anticipated eight-year motor vehicle tax phaseout, in which the state
reimburses municipalities for a percentage of lost revenue as they are compelled to reduce the rate at which motor vehicles are taxed and increase minimum
exemption rates. R.I. Gen. Laws § 44-34.1-1.
22
R.I. Division of Municipal Finance, FY 2019 Rhode Island Tax Rates by Class of Property.
23
R.I. Gen. Laws §§ 44-3-3, 44-3-6, 44-3-29.1, 44-3-40.
24
R.I. Gen. Laws § 44-3-3.
25
R.I. Gen. Laws §§ 44-3-12, 44-3-16, 44-3-4, 44-3-5. State law provides for maximum exemptions of individual persons, but each municipality in the state has
its own set exemptions.
26
R.I. Gen. Laws § 44-5-11.5.
18
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Assembly intended this cap to apply only to levy growth, municipalities interpreted it to be attributable to either the levy or property tax
rates.27 Consequently, in 2006, the legislation was revised, with language clarifying that the growth cap applied to the tax levy. The
revised law also decreased the maximum annual levy growth permissible by 0.25 percent per year between FY 2007 and FY 2013,
reaching a maximum permissible year-over-year levy growth cap of 4.0 percent by the end of the phase-in, with some exemptions.28
Budget Controls
Since 1981, Rhode Island municipalities have been required to maintain balanced operating budgets.29 In 1993, the General Assembly
established state authority to form a budget and review commission in the event a municipality’s bond rating fell below investment
grade with a threat of default, empowering such commissions to impose taxes and make appropriations to prevent a deficit and restore
financial stability.30 In 2003, the General Assembly enhanced the state’s control over municipal finances to allow for more continuous
monitoring and response to municipal budgeting. This new process requires municipalities to submit annual budget reports to the state
office of municipal affairs; if these reports show a deficit, the municipality is required to submit a corrective action plan for approval by
the municipal affairs office.31 If the plan is deemed insufficient or is not submitted in a timely manner, the state can ask the superior
court for mandatory injunctive relief, implement a budget review commission, or withhold state aid.32
Fiscal Stability Act
During the Great Recession, cities and towns across the United States found themselves in fiscal straits as a simultaneous drop in home
values and state aid meant that the two largest sources of municipal revenue were cut dramatically for the first time in 30 years.33 In
addition to large unfunded pension liabilities, these forces caused the City of Central Falls to fall into financial insolvency. In response,
the Rhode Island General Assembly elected to strengthen its control over municipal finances, enacting the Fiscal Stability Act in 2010.
The act created a three-tiered system of oversight and management for Rhode Island cities and towns that are determined to be facing
insolvency:
1. Appointment of a Fiscal Overseer: the overseer develops a three-year operating and capital financial plan, supervises financial
activity, reviews all contracts and obligations, and gives monthly reports to the state on the municipality’s deficit reduction
progress.
2. Appointment of a Budget Commission: if the actions of the overseer are determined to be insufficient, a budget commission will
be appointed that, in addition to all the powers of an overseer, may exercise all the powers of a municipality's elected officials.
3. Appointment of a Receiver: if the actions of the budget commission are determined to be insufficient, a receiver will be appointed
who, in addition to all the powers of a budget commission, may file for federal bankruptcy on behalf of the municipality and act
on the town or city's behalf during bankruptcy proceedings.34
Municipal Transparency Portal
In 2016, the General Assembly again enhanced public oversight and transparency of municipal finances through the creation of the
MTP, a centralized database for municipal budgeting information, collected and maintained by the Division of Municipal Finance and
available through the Division’s website.35 Municipalities are required to submit their annual budget information to the Division
consistent with the Division’s content and format requirements.36 The MTP was populated in three phases over the course of three fiscal
years, with full implementation for all 39 cities and towns achieved in FY 2018.37

Rhode Island Public Expenditure Council, “FY 2005 Property Tax Burdens in Rhode Island”; R.I. Gen. Laws § 44-5-2.
R.I. Gen. Laws § 44-5-2. Exemptions include: the forecasted loss of total non-property tax revenues as certified by the Department of Administration, the
anticipation of an “emergency situation” as certified by the Auditor General, a substantial growth in a municipality’s tax base that requires significant infrastructure
or school housing expenditures as certified by the Department of Administration, and forecasted or real debt services expenditures that exceed the previous year’s
debt service expenditures by greater than 4.0 percent and which are caused by bonded debt. In all the situations detailed above, a municipality may only exceed 4.0
percent levy growth if it is approved by four-fifths of the full membership of that municipality’s governing body.
29
R.I. Gen. Laws §44-35-10.
30
R.I. Public Laws 2001, Chapter 180, Section 141.
31
R.I. Gen. Laws § 45-12-22.2.
32
R.I. Gen. Laws § 25-12-22.2. There are additional budget controls in statute, including the requirement that municipalities provide a five-year forecast, adopted
budget survey, and audit report to the R.I. Division of Municipal Finance before finalizing their budgets. R.I. Gen. Laws § 44-35-10. There is also a requirement
that municipalities with a cumulative deficit create a deficit reduction plan and obtain approval from the Office of the Auditor General. R.I. Gen. Laws § 45-1222.3. School committees that recognize that the district is facing an expenditure, obligation, or encumbrance overage are required to file a deficit reduction plan
with the Office of the Auditor General. R.I. Gen. Laws § 16-3-11.
33
Susan Urahn et al, “The State Role in Local Government Financial Distress,” The Pew Charitable Trusts, July 2013.
34
R.I. Gen. Laws §§ 45-9-3, 45-9-6, 45-9-7. To date, three municipalities and one fire district have gone through at least one stage of the process laid out in the
Fiscal Stability Act. In November 2011, the City of East Providence entered the fiscal overseer stage and was advanced to a budget commission in December 2011.
State oversight concluded in September 2013. In May 2012, the City of Woonsocket requested a budget commission be established and the issue was resolved in
March 2015. In May 2014, the Central Coventry Fire District entered directly into receivership under a state of fiscal emergency; by October 2015, a resolution
was reached. R.I. Division of Municipal Finance, Fiscal Stability Act.
35
R.I. Gen. Laws §45-12-22.2.
36
These data include budget-to-actual financial data, municipal data reported for the general fund, an adopted budget survey, and a five-year forecast for major
funds. R.I. Gen. Laws §§ 45-12-22.2, 44-35-10.
37
Data.RI.Gov, Municipal Transparency Portal.
27
28
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III. Demographic Characteristics
Rhode Island may be the nation’s smallest state, but there are remarkably wide differences across its 39 municipalities. Using data from
2019, this section demonstrates that Rhode Island’s cities and towns vary greatly in demographic features such as population and
population density, family income, and housing. The differences in demographic characteristics revealed in this section are most relevant
when considering municipal finance, as these features dictate a community’s ability to raise revenues as well as the level of expenditures
required. The diversity highlighted below has in part led to the very different financial circumstances of municipalities across the state.
Click here for an interactive version of the figures in this section (Figures 2 – 5).
Population and Population Density
Figure 2 captures the population and population density of Rhode Island’s cities and towns in relation to one another, with the size of
each rectangle indicating population and the shade denoting density (the larger the rectangle, the greater a municipality’s population,
and the darker the shade, the higher a municipality’s population density). There is a wide differential between Ocean State municipalities
in terms of population size. With a population of 179,494, Rhode Island’s largest municipality, Providence, constitutes 17.0 percent of
the state’s population. Collectively, Rhode Island’s five largest communities—Providence, Cranston, Warwick, Pawtucket, and East
Providence—comprise 43.6 percent of the state’s total population, while its five smallest communities—West Greenwich, Jamestown,
Foster, Little Compton, and New Shoreham—together make up only 2.0 percent of the population.
The population density of Rhode
Island’s cities and towns is similarly
diverse. While the population density
in Rhode Island overall is 1,023 people
per square mile, its most dense city—
Central Falls—has over 16,000 people
per square mile, while its least dense
municipality—New Shoreham—has
91 people per square mile. Both
Central Falls and New Shoreham are
distinct, but there is generally wide
variation between Rhode Island’s most
and least dense municipalities, with
over 5,000 people per square mile in
five cities—Central Falls, Providence,
Pawtucket, North Providence, and
Woonsocket—and fewer than 300
people per square mile in 11 towns.38
There is overlap between population
and population density, but these
features do not correlate consistently;
some of the more populous Rhode
Island cities—like Cranston, Warwick,
and East Providence—are less dense
than smaller municipalities, like
Central Falls, North Providence,
Newport, and West Warwick.
Family Income
As illustrated in Figure 3, there are
enormous disparities in family income
across Ocean State municipalities. The
highest median family income in the
state of $153,475 per annum in East
Greenwich is over four times greater
than the lowest median family income
of $34,623 in Central Falls, and nearly
double the statewide median of
$86,258. The median family income of
the
next
three
lowest-earning
communities—Providence ($53,659),
Woonsocket ($54,129), and Pawtucket
($60,984)—are well below the
statewide median. In total, eight of
38

These towns are Burrillville, Scituate, Charlestown, Richmond, Hopkinton, Glocester, Little Compton, West Greenwich, Exeter, Foster, and New Shoreham.
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Rhode Island’s 39 communities fall below the statewide median, and of these communities, seven—Central Falls, East Providence,
Providence, Pawtucket, North Providence, Woonsocket, and West Warwick—are the most densely populated (or most urban)
municipalities in the state.39

Housing
The prevalence of home ownership and home value reflect the wealth of a municipality’s residents, as well as its ability to raise sufficient
revenues through property taxes, which are by far the greatest source of municipal revenue throughout the state. Figure 4 shows the
proportion of housing, by municipality, that is resident owner-occupied, renter-occupied, non-resident seasonal/recreational/second
39

Of this group, New Shoreham is an outlier because the data is based only on the relatively small number of residents who live full-time in this island community.
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home occupied, and vacant.40 Importantly, some municipalities have relatively few homes occupied by full-time residents. One
community, New Shoreham, has a far higher proportion of property classified as non-resident seasonal/recreational/second home (75.2
percent) than property classified as owner- or renter-occupied. Other seaside communities, popular destinations for summer vacationers,
also have relatively large numbers of non-resident homeowners, with three (in addition to New Shoreham) having over one quarter of
property classified as non-resident seasonal/recreational/second home: Charlestown, Little Compton, and Narragansett. Another distinct
grouping consists of those municipalities in which more than fifty percent of housing is renter-occupied: Central Falls (68.6 percent),
Woonsocket (56.7 percent), and Providence (53.5 percent). Conversely, in most of Rhode Island’s cities and towns, a significant majority
of homes are owner-occupied.

40

Owner occupied and renter occupied properties are defined by the ACS as being consistently occupied by either their owner or renters (whether a rental agreement
is formal, and money exchanges hands, or not) for a period of at least two months. Property is considered vacant if it is not consistently occupied at the time of
survey for a period longer than two months and may include properties that are for sale or for rent. A subcategory of vacant homes are seasonal/recreational/vacation
homes. These are “used or intended for use only in certain seasons or for weekends or other occasional use throughout the year” and may include homes for
recreation or sport (such as beach cottages and hunting cabins), quarters for workers (such as herders or loggers), and time-share units. U.S. Census Bureau,
American Community Survey and Puerto Rico Community Survey 2019 Subject Definitions.
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As shown in Figure 5, the median value of owner-occupied homes in Rhode Island was $261,900 in 2019.41 Twelve of 39 municipalities
had median owner-occupied home values below the state median, and while municipal medians ranged from $159,100 in Central Falls
to over $1 million in New Shoreham, all but ten municipalities had median home values between $200,000 and $400,000 (three below
$200,000 and seven above $400,000). In general, median owner-occupied home values mirror median family incomes across
municipalities, with those municipalities that have lower owner-occupied home values also having lower family incomes.

41

The ACS designates a home as owner occupied if an owner of the home is living in it at the time the interview is conducted, or if they are temporarily away from
the residence for a period of two months or under. However, if an owner has been living in the home for under two months at the time of the interview, it is
classified as temporarily occupied, or vacant. U.S. Census Bureau, American Community Survey and Puerto Rico Community Survey 2019 Subject Definitions.
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IV. Revenues
This section provides an overview of local revenues in Rhode Island and across its 39 municipalities, with a focus on property tax
revenues, by far the largest source of local revenues in most cities and towns.
Click here for an interactive version of the figures in this section (Figures 6-10).
Rhode Island Local Revenue Sources
Figure 6 breaks down the sources of municipal revenues in Rhode Island in FY 2019 and shows that property taxes are far and away the
most dominant local revenue source in the state, comprising well over half (60.4 percent) of all local revenues. Rhode Island’s cities
and towns mirror municipalities around the country that generally have property taxes as their largest revenue source, although Rhode
Island relies more heavily on property tax revenues than the United States on average.42
The second largest source of municipal revenue in Rhode Island is state, federal, and other education aid, which supports local
elementary and secondary education efforts and makes up over one quarter (26.2 percent) of all municipal revenues in the state.43 Most
education aid is supplied by the State of Rhode Island by way of the education funding formula and, unlike revenues from property
taxes, cities and towns must spend this source of revenue on a specific function of local government—education—and do not have the
power to determine the amount they receive.44 The remaining sources of municipal revenues include state general aid (6.1 percent)—
which includes pass-through taxes like the hotel tax and the local meals and beverage tax—and other local non-property taxes (5.2
percent).45

Revenue Sources by Municipality
As highlighted in Figure 7, there is considerable variation among Rhode Island municipalities in terms of revenue sources. For three
cities—Central Falls, Pawtucket, and Woonsocket—state/federal/other education aid makes up a larger component of overall revenues
than property taxes, the dominant revenue stream in Rhode Island’s remaining 36 municipalities. Not surprisingly, the municipalities
most dependent on education aid also have the lowest owner-occupied median home values, and among the lowest median family
incomes, in the state. Central Falls—where over two-thirds (68.9 percent) of all local revenues are derived from state, federal, and other
education aid—has the state’s lowest owner-occupied median home values and home ownership rates, as well as the state’s lowest
42

In FY 2018, property taxes made up 42.3 percent of all state and local revenues in Rhode Island, compared to 32.8 percent of all state and local revenues in the
United States. Rhode Island Public Expenditure Council, “How Rhode Island Compares,” March 2021.
43
Other education aid are revenues from the school district that are not a municipal appropriation, federal aid, or state aid, and may include a private donation or
tuition fees. Data.RI.gov, Municipal Transparency Portal Docs & Data, Data Dictionary Tool.
44
In FY 2017, state funds made up 40.5 percent of public school revenues while federal funds made up only 7.2 percent. The local share of public school revenues
was 52.2 percent. R.I. House Fiscal Advisory Staff, Rhode Island Education Aid, September 2019.
45
Other non-local property tax revenues are defined as “revenue from local sources other than property taxes. An example of a Local Non-Property Tax Revenue
is License and Permits fees.” Data.RI.gov, Municipal Transparency Portal Docs & Data, Data Dictionary Tool.
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median family income.46 Conversely, communities with high property values and/or a small number of school-aged children have a
relatively small reliance on education aid; this revenue stream makes up less than ten percent of total revenues in New Shoreham (2.0
percent), Little Compton (4.5 percent), Jamestown (5.1 percent), Narragansett (7.8 percent), East Greenwich (7.9 percent), and South
Kingstown (9.8 percent).47

46

The Central Falls School District was taken over by the state in July 1991 at the request of the city, and the Rhode Island Department of Education has
consequently had financial responsibility over that school system for nearly three decades. R.I. Division of Municipal Finance, City of Central Falls, Rhode Island:
Audited Financial Statements and Supplementary Information, for the Fiscal Year Ended June 30, 2018.
47
Several factors determine the amount of state aid disbursed through Rhode Island’s education funding formula but first and foremost is the number of students
who attend local schools. All municipalities with a reliance on education aid of under ten percent are among the top ten municipalities in the state in regard to
owner occupied median home value. Four of them have them are among the six municipalities in the state with the smallest student-to-resident ratio: Little Compton
(6.2 percent), Narragansett (8.2 percent) Jamestown (9.1 percent), and South Kingstown (9.6 percent). R.I. Department of Education, State Education Aid/Funding
Formula; R.I. Department of Education, FY 2019 Per Pupil Expenditure Chart, June 30, 2020; 2010 U.S. Census, American Community Survey 5-Year Estimates
for 2015-2019; RIPEC calculations.

Page 13 of 24

Figure 8 depicts local revenues on a per capita basis for each of Rhode Island’s 39 municipalities, as well as municipal per capita
revenues for the State of Rhode Island overall, for FY 2019. On a statewide basis, municipalities collect $3,973 in revenues per resident.
However, there is a wide range among Ocean State municipalities in terms of how much in revenues each takes in per resident, from
$2,963 in Exeter to $5,214 in East Greenwich.
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Property Taxes
Since property taxes are the dominant revenue source in nearly all of Rhode Island’s municipalities, and essentially the only major
revenue source that a municipality can control, it is useful to review the status of property taxes across Rhode Island. First, there are
enormous differences in the amount and value of property available to be taxed in each municipality. Figure 9 shows gross assessed
value per capita—essentially how much taxable property for each resident—for each Rhode Island municipality and Rhode Island in
total.48 The figure illustrates the staggering differences between municipalities with respect to this metric, with Central Falls at $26,427
gross assessed value per capita, less than one quarter of the statewide total of $120,716. Woonsocket ($55,058) is well below half of the
total and Pawtucket ($61,390) is only slightly above half of the total. At the other extreme, there are seven communities with high
proportions of non-resident homes that have gross assessed value per capita of more than twice the statewide total: Westerly, Newport,
Charlestown, Narragansett, Jamestown, Little Compton, and New Shoreham.

48

RIPEC calculations use gross assessed value rather than net value. The net value excludes both state-level exemptions—such as properties owned by charitable
organizations—and municipal-level exemptions—such as homestead exemptions. The net value thus includes the value of property that a municipality has
determined to make subject to taxation. The gross assessed value, on the other hand, factors in only state level exemptions and thus does not factor in municipal
policy choices, thereby depicting the value of property that a municipality could choose to make subject to taxation. Assessed value can differ from market value
and is impacted by a municipality’s revaluation schedule. In recognition of this, the R.I. Division of Municipal Finance calculates a ratio of assessment for each
municipality. The study is used in determining several aid programs for municipalities, including in the determination of state education aid under Rhode Island’s
education funding formula. RIPEC uses the assessed value before the ratio of assessment is applied because it shows the value of property that a city or town may
tax according to their assessment, rather than hypothetical market value. R.I. Gen. Laws, § 16-7-21; R.I. Division of Municipal Finance, 2018 Adjusted Equalized
Weighted Assessed Valuations of Rhode Island Municipalities.
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The second defining feature of municipal property taxation is the tax rate. Figure 10 shows the average tax rate for each city and town.
The average tax rate was calculated using the total net assessed value divided by the total tax levy—essentially, the total amount of
taxed property divided by the amount of taxes imposed.49 As with assessed value per capita, there are enormous differences among
municipalities with respect to the tax rate imposed. The seven communities with a relatively high proportion of non-resident homes and
high assessment per capita have very low tax rates—Westerly has the highest average rate of the group ($12.34), and its average rate is
still 48.9 percent below the statewide average rate of $20.33. At the other extreme, six communities—Central Falls, Johnston,
Providence, West Warwick, Woonsocket, and North Providence—all have relatively high average tax rates, ranging from $32.14 in
Central Falls (45.0 percent higher than the state average) to $29.79 in North Providence (37.7 percent higher).

While RIPEC’s calculations for Figure 9 use gross assessed value so as to depict the value of property that a municipality could choose to make subject to
taxation, RIPEC’s calculation for Figure 10 uses net assessed value because a municipality’s tax rate is a function of the assessed value of property which the
municipality has determined to make subject to taxation.
49

Page 16 of 24

V. Expenditures
This section provides an overview of local expenditures in Rhode Island and across its 39 municipalities, focusing on elementary and
secondary education expenditures as well as debt, pension, and OPEB liabilities.
Click here for an interactive version of Figures 11 – 13.
Rhode Island Local Expenditure Sources
Figure 11 breaks down municipal expenditures in Rhode Island by department for FY 2019. Collectively, Rhode Island municipalities
spend a majority (60.1 percent) of their funds on a single public service: elementary and secondary education. Public safety comprises
the second highest expenditure, with nearly one-fifth of total municipal spending (19.2 percent), of which 10.0 percent is expended for
police departments and 8.7 percent for fire department spending.50 Other departments—which include centralized IT, finance, libraries,
and parks and recreation— collectively make up 8.0 percent of all local spending, while public works expenditures make up 5.1 percent
of municipal expenditures. The three smallest categories of local spending in Rhode Island are general government (3.2 percent), debt
service (2.7 percent), and OPEB (2.2 percent).51

Expenditure Categories by Municipality
Education is the single largest expenditure in every Rhode Island city and town but, as Figure 12 shows, there is wide variance among
municipalities in the proportion of total spending attributable to education, ranging from 40.3 percent in New Shoreham to 81.1 percent
in Exeter. In addition to Exeter, seven municipalities dedicate more than 70 percent of their expenditures to education—Richmond (79.0
percent), Glocester (75.7 percent), Barrington (72.6 percent), Foster (72.9 percent), Cumberland (71.4 percent), Hopkinton (71.3
percent), and West Greenwich (70.6 percent). Conversely, Newport is the only municipality besides New Shoreham where fewer than
half of all local expenditures go towards education (42.4 percent).
Police and fire expenditures are another notable difference; they comprise significant expenditures for some cities and towns, while
other communities dedicate a very small portion, and in some cases no portion, of their expenditures to these services. The Town of
Exeter has no departmental expenditures for police because it does not have a police department but rather relies on services from the

The remaining 0.5 percent of public safety expenditures are classified by the R.I. Division of Municipal Finance as “other public safety expenditures.”
There are two types of OPEB expenditures: departmental contributions paid into a municipality’s OPEB trust fund and OPEB-related expenditures such as health
and dental insurance payments for retirees. The category of OPEB expenditures accounted for here depicts the latter—representing payments for OPEB benefits
for retired workers paid out of an OPEB trust fund. The former expenditure, departmental contributions into an OPEB trust fund, are accounted for in each
department’s expenditures. Data. RI.gov, Municipal Transparency Portal Docs & Data, Data Dictionary Tool.
50
51
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Rhode Island State Police.52 Every other municipality expends some money on policing, but the portion of total expenditures going
towards police ranges from 5.3 percent in Barrington to 14.5 percent in Newport. Eleven Rhode Island municipalities have either no—
or extremely limited—fire expenditures, with many of these relying on volunteer fire departments that are staffed and financed by
freestanding fire districts.53 In contrast, fire department expenditures comprise over 15 percent of the budget in three municipalities:
Newport (15.5 percent), Warwick (15.3 percent), and Cranston (15.1 percent). While a higher percentage of local expenditures statewide
are apportioned to police than fire, a significant number of municipalities—11—dedicate a larger sum to fire.54

While the State Police have attempted to bill Exeter for their services, the town has declined to pay those bills. Providence Journal, “Exeter to study whether it’s
time for its own police,” January 17, 2020.
53
These municipalities are Burrillville, Charlestown, Coventry, Cumberland, Exeter, Foster, Glocester, Hopkinton, Lincoln, South Kingstown, and Westerly.
Hopkinton is distinct from the other ten municipalities in that it expends a relatively small sum—$100,000—in “other operation expenditures” for its volunteer fire
department. In all these municipalities, property owners still spend money on fire protection; local fire districts have the authority to tax property owners for fire
protection costs. R.I. Division of Municipal Finance, Breakdown of RI Fire Districts by City/Town, Tax Rates for 2020.
54
These municipalities are Cranston, East Greenwich, East Providence, Johnston, Little Compton, Newport, North Providence, North Kingstown, Portsmouth,
Warwick, and West Warwick.
52
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Figure 13 shows local expenditures by department for each municipality, as well as the state overall, for FY 2019 in per capita terms.
For Rhode Island in total, per capita local expenditures are $3,944, but total per capita expenditures range broadly between
municipalities, from $2,952 in Exeter to $5,244 in East Greenwich.

Education Spending
While Figure 13 depicts education spending on a per capita basis, a more typical metric is spending per pupil. Figure 14 displays per
pupil expenditure by city and town for FY 2019.55 There are differences between communities, but 30 of Rhode Island’s 39
55

Per pupil expenditures for municipalities do not take into consideration state or charter schools. Per pupil expenditures are reported by the R.I. Department of
Education per local education agency, rather than per municipality. RIPEC determined per pupil expenditures for municipalities that are part of a regional school
district by using municipal appropriations to a regional school district to calculate a student attendance ratio, which was then used to calculate the proportion of
students and expenditures associated with each municipality. R.I. Department of Education, FY 2019 Per Pupil Expenditure Chart.
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municipalities are within about 15.0 percent of the statewide total of $18,079 per pupil. Two municipalities—Woonsocket and
Cumberland—have per pupil expenditures more than 15 percent below the statewide total, and of the seven communities with spending
that exceeds 15.0 percent of the total, most have relatively few students.56 While smaller communities with high proportions of nonresident homes have relatively high per pupil expenditures, otherwise there appears to be little correlation between family median income
and per pupil expenditures, with two of the state’s most affluent communities—Barrington and East Greenwich—near the bottom in per
pupil spending. However, if the higher cost of educating low-income students is considered, the distribution represented in Figure 13
becomes more problematic.57 In particular, it is concerning that Woonsocket and Pawtucket, two communities with relatively high
proportions of students from low-income families, spend far less per pupil than the statewide total.58

56

These communities are New Shoreham, Little Compton, Jamestown, Narragansett, Westerly, South Kingstown, and Newport. Respectively, Little Compton,
Narragansett, Newport, and Jamestown have the lowest student-to-resident ratios in the state (ranging from 6.7 percent to 9.1 percent). South Kingstown ranks
sixth lowest in these terms (9.6 percent), Westerly ranks 17 th (11.9 percent), and New Shoreham ranks 22 nd (13.0 percent).
57
As students from less affluent families typically need greater, and more costly, supports from public schools, the state’s education funding formula calculates
state aid to school districts in part based on the proportion of low-income students in each district (low-income students belong to families with income at or below
185 percent of the federal poverty level). R.I. Gen. Laws, § 16-7.2-3.
58
For FY 2018, it was estimated that 75.0 percent of Pawtucket students and 74.5 percent of Woonsocket students were in poverty. That year, Pawtucket and
Woonsocket respectively ranked third and fourth highest in the state in terms of students in poverty (Central Falls ranked first and Providence second). R.I. House
Fiscal Advisory Staff, Rhode Island Education Aid, September 2019.
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Debt, Pension, and OPEB Obligations
Another important component of municipal expenditures relates to debt, pension, and OPEB obligations. Municipalities issue debt and
borrow funds for capital projects—such as roads, school buildings, and other facilities—and consequently are obligated to pay interest
on these obligations. Municipalities also have long-term liabilities in the form of pension and OPEB obligations to current and former
employees, for which municipalities pay an Annual Required Contribution calculated to keep or bring such pension and OPEB plans to
full funding over a prescribed period. The Public Finance Management Board (PFMB), a state board created to provide advice to issuers
of tax-exempt debt in Rhode Island, produces a debt affordability report every two years that details the level of indebtedness, including
pensions and OPEB, for all issuers of public debt in the state. Figure 15 details the overall debt, net pension liability, and net OPEB
liability for each city and town in Rhode Island, as reported in the PFMB’s most recent debt affordability study from 2019.59

59

Total municipal liabilities include school building construction or renovation debt, though a significant portion of these funds are ultimately paid for by the state.
The full amount of debt accumulated for these projects are considered a municipal liability by bond rating agencies with the rationale that debt service payments
would rest with the municipality if the state were to miss an appropriation of aid. In result, school construction debt constrains a municipality’s borrowing capacity.
The level at which the state aids school building construction or renovation differs by municipality and is in part calculated by the proportion of low-income
students residing in that municipality. Thus, municipalities with relatively low levels of low-income students ultimately pay for a larger portion of school building
construction or renovation debt than municipalities with higher levels of low-income students. PFMB, Debt Affordability Study, July 25, 2019; R.I. Gen. Laws §
16-7-39.
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Figure 16 depicts the total liabilities outlined in Figure 15 on the basis of net property assessment—essentially showing how the amount
each municipality owes in long-term obligations relates to their ability to raise the revenues necessary to ultimately retire that debt.60 A
large majority—22—of Rhode Island’s cities and towns have total liabilities that are under five percent their net assessed property value,
with Exeter having the lowest total liabilities as a percentage of net assessed property value in the state (0.3 percent). On the other end
of the spectrum, six municipalities have debt, pension, and OPEB liabilities that collectively comprise more than ten percent of their net
assessed property value and three cities have total liabilities exceeding one quarter of their net property assessment: Pawtucket (25.6
percent), Providence (26.6 percent), and Woonsocket (26.6 percent).

60

The PFMB benchmarks municipal debt in terms of net assessed property value because it is the figure used by major rating agencies. However, the PFMB
considered using “gross assessed property value because communities could potentially end [homestead] exemptions if needed.” PFMB, Debt Affordability Study,
July 25, 2019.
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VI. RIPEC Comments
The first of a series, this report sets forth the historical context, legal structure, and demographic realities that dictate municipal finance
in Rhode Island and gives an overview of how money is raised in, and spent by, Rhode Island’s 39 cities and towns. While subsequent
reports will dive more deeply into property tax collections, education spending, municipal services, and debt, pension, and OPEB
liabilities, a few preliminary observations merit discussion here.
First, in the absence of county or regional government, municipalities in Rhode Island occupy a fundamental place in our government
structure, providing a range of essential public services, including public safety, parks, libraries, sanitation, and maintenance of local
roads. Most importantly, cities and towns in Rhode Island are responsible for elementary and secondary education through local school
districts. Due in good part to that responsibility, the size of municipal government in Rhode Island is substantial, with total spending in
FY 2019 of $4.1 billion, as compared to total spending of $9.4 billion by state government that year. Large intergovernmental transfers
are fundamental features of both municipal and state government; in FY 2019, 33.2 percent of municipal expenditures in Rhode Island
were funded by state and federal aid, while 30.1 percent of state expenditures were funded with federal aid.
Rhode Island’s legal structures for municipal government are rooted in historical circumstance, culminating in Article XIII of the Rhode
Island Constitution, or the home rule article, approved by voters in connection with the 1951 constitutional convention. While this article
granted autonomy to cities and towns on local issues, it left them with limited powers; municipalities in Rhode Island can raise revenues
or borrow money only to the extent approved by the General Assembly. The Rhode Island Constitution also confers upon the General
Assembly broad powers over elementary and secondary education. However, the Assembly largely has left to local school committees
the authority to manage local schools, except that school committees must rely on their respective city or town councils to raise and
approve school funding. The legal relationship between the state and municipalities has changed little over the decades, although the
General Assembly has continuously increased state oversight over municipal finances, most significantly through the adoption of the
Fiscal Stability Act of 2010.
Understanding municipal finance in Rhode Island requires recognition of the enormous demographic differences among its
municipalities. For 2019, the highest median family income of $153,475 per year in East Greenwich is over four times greater than the
lowest median family income of $34,623 in Central Falls, and nearly double the statewide median of $86,258. Similarly, median owneroccupied home values range widely among communities, from a low of $159,100 in Central Falls to over $1 million in New Shoreham
in 2019. Perhaps most striking is the staggering differences in property wealth among Rhode Island municipalities; the gross assessed
value per capita in Central Falls for FY 2019 is $26,427, less than one quarter of the statewide total of $120,716. Woonsocket, at $55,058
is well below half of the total, and Pawtucket ($61,390) is only slightly above half of the total. At the other extreme, there are seven
communities with high proportions of non-resident homes that have gross assessed values per capita more than twice the statewide total:
Westerly, Newport, Charlestown, Narragansett, Jamestown, Little Compton, and New Shoreham.
The most evident consequence of these demographic differences is that less affluent municipalities are heavily reliant on state and
federal revenues (primarily in the form of state education aid) to provide municipal services. For three cities—Central Falls, Pawtucket,
and Woonsocket—state/federal/other education aid makes up a larger component of overall revenues than property taxes, the dominant
revenue stream in Rhode Island’s remaining 36 municipalities. Similarly, in Providence, local property taxes supply only 44.4 percent
of total municipal revenues. Due to relatively low assessed property values and the statewide 4.0 percent cap on year-over-year levy
growth, it is certainly not practical, and arguably not even possible, for these municipalities to significantly alter their high reliance on
state aid—they already have among the highest property tax rates in the state (Central Falls has the state’s highest rate). As state taxpayers
pay larger portions of municipal budgets for certain communities, issues of governance and control between the state and these
municipalities become more likely to arise.
The issue of wealth and income disparity manifests itself most critically in the area of elementary and secondary education, where the
state has a school funding formula that heavily favors municipalities with lower levels of family income and property values. As a result,
the state contribution to educational expenditures exceeds the local contribution in Pawtucket and Woonsocket, as well as in Central
Falls, where the state pays 100 percent of educational expenditures. Despite large financial commitments by the state to elementary and
secondary education through the school funding formula, it is concerning that two communities that respectively have the third and
fourth highest proportions of low-income students in the state—Pawtucket and Woonsocket—spend far less per pupil than the statewide
total and respectively rank third and first lowest in the state in terms of per pupil expenditures. To guarantee equitable education funding,
policymakers will need to further reform the funding formula to ensure that the communities obligated to educate large proportions of
low-income students receive sufficient state funding and are required to dedicate appropriate local resources to education. Alternatively,
policymakers should consider having the state assume full financial responsibility for education in these communities, with appropriate
enhanced state oversight.61
The differences in wealth and income among Rhode Island’s municipalities also significantly affect property tax rates—those
communities that have among the lowest median family incomes and lowest net assessed property values also have among the highest
average tax rates. There are equity issues in levying higher taxes on residents of lesser means and, moreover, high property taxes can
discourage commercial investment and inhibit growth in the value of property available to be taxed. This is particularly problematic in
cities and towns where commercial tax rates are significantly higher than residential rates.
61

The Central Falls School District is governed by a board of trustees appointed by the Rhode Island Board of Education. R.I. Gen. Laws § 16-2-34. In contrast,
the state takeover of the Providence Public School District (PPSD) in 2019 invoked the Crowley Act and gave the R.I. Department of Education broad powers over
the district’s schools, budget, and personnel, rendering it the governing body of the PPSD. Memo from Commissioner Angélica Infante-Green to members of the
Council on Elementary and Secondar Education, re. Approval of the Commissioner’s Request for Delegated Power and Authority to take Actions with Respect to
the Providence Public School District, July 23, 2019.
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There are other important issues relating to municipal finance in Rhode Island, such as wide differences in spending on public safety
among communities and relatively high long-term debt in communities that are among the lowest in terms of median family income and
net assessed value. These issues, in addition to education spending and property tax collections, will be explored in subsequent reports
in this series.
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