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The ways in which the following three factors influence a large-city school
district’s “fiscal performance” are investigated: (1) The educational and occupational
<tatus of school board members, (2) the effect of public vote on the budget, and (3)
the effect of the size of the school district. A regression of certain budget approval
variables, school district size, and wealth and characteristics of school board members
was run on 14 measures of fiscal performance for a sample of 529 school districts.
Some general conclusions nelude- (1) The conditions which the legislatures impase upon
the local districts influence local fiscal policy. (2) state regulations concerning the
process of budget approval affect the fiscal capabiity of school districis, (3) the
influence of school district size has not been clarfied, (4) tax limitation combined with
fiscal performance hampers the =chool district’s ability to compete economically with
other agencies relying upon public support, and 5) a form of fiscal dependence
without 1ax limitation appears to be the best present method of regulating the fiscal
powers of large-city school boards. (HW)
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A recent Bulletin article discussed evidence show-
ing that personal characteristics of school board mem-
bers may play an important role in determining the level
of school support.! The evidence presented was derived
from a factor analysis embracing 74 fiscal and “quality
related” variables and measures of occupational and
educational characteristics of school board members.
This was one of a series of statistical analyses of data
obtained in a study of school board fiscal responsibility.?
A full description of this work is contained in a report of
Project No. 3237 to the U. 8. Office of Education.? A
shorter version which concentrates on the implications
of the multivariate procedures used is available from the
Institute of Administrative Research.* '

145chool Board Member Characteristies and Fiseal Responsibility,”
IAR Rescarch Bulletin, Vol, 7, No. 2, February, 1967,

2%Tax Limitation and Fiscal Responsibility of School Boards,” IAR
Research Bulletin, Vol. 7, No. 1, November, 1966 and “New Light on The
Size Question,” Ibid., Vol. 6, No. 2, February, 1966.

3Marilyn Gittell, T. Edward Hollander, and William S. Vinecent,
Investigation of Fiscally Independent and Dependont City School Dis-
tricts, Cooperative Research Project No. 3237, New York: The City Uni-
versity Research Foundation with Subcontract to Teachers College, Co-
lumbia University, 1967.

iThe Influence of Statutory Contrcls on the Fiscal Cepability of
School Boards, Institute of Administrative Research, Teachers College,
Columbia University 1967. (mimeographed)

One of these multivariate analyses explored the re-
lation between occupational and educational character-
istics of school board members and selected variables
related to “fiscal performance” of the school board. The
latter were treated as dependent variables and included
net current expenditure per pupil, amount raised locally
per pupil, various teachers’ salary measures, certain cate-
gories of expenditure related to quality criteria, propor-
tion of total local revenue going to schools, and the like.
Included in the matrix as independent variables were
certain characteristics associated with method of budget
approval, examination of which was the central objec-
tive of the study. It had been found, however, that
the influence of fiscal dependence or independence is
qualified by other circumstances having to do with tax
limitation, school district size (enrollment) and wealth.®
Consequently, along with the school board variables, tax
limitation and size were included, as well as public vote

5IAR Research Bulletin, Vol. 7, No. 1, op. cit.

November, 1967




on the budget. This last had not been investigated be-
fore, the reason being that fiscal independence was in the
matrix. All districts that vote on the budget are classi-
fied as fiscally independent.* Hence the inclusion of
both fiscal independence and public vote in the same
multivariate analysis would result in a singularity, since
some information contained in the former is identical
to the information contained in the latter. The multi-
variate analysis of variance assumes that each variable
in the matrix contributes uniquely.

A further note on the analysis. The procedure was
to determine the percent of the total variation (R?) in
the dependent variable accounted for by changes in the
independent variable, and to test the probability (critical
limit) that the variation in each X was independent of
the variation in Y. The assumption underlying the pro-
cedure is that the correlation among independent varia-
bles remains the same for each district. It will be recog-
nized by anyone familiar with actual school district situ-
ations among the states that this assumption is some-
what strained. Yet conditions are sufficiently approxi-
mate, particularly in the absence of a viable statistical
alternative, to permit us to proceed with this model. Each
test of significance was performed in the presence of all
the other variables. That is to say, significance of an
independent variable means it has a significant effect
when the effect of all the other independent variables
has been removed. The particular model employed elim-
inated cases which did not contain all data relevant to
the particular analysis. This of course biases the results
to some extent. The variability of the number of districts
for which specific information is obtainable in a large
sample remains an inherent difficulty in analysing school
district inputs. However, the consistency of the relation-
ship of the variables (with a few exceptions) among the
different runs suggests that this effect was slight.

Educational and Occi:pational Status
of Board Members

The results of this analysis are presented in Table
2. We see that school board membership appears to
make a difference. A high educational level (percentage
of college graduates) and immediacy of interest in
schools (percentage of housewives) appear to be the
most critical characteristics. The relationship of the lat-

——————————

#Fiscal dependence is deflned as the condition which requires the
schoo! board’'s budget to be submitted for the approval of some other
agency of local government, or some state agency. Under fiscal independ-
ence the approval of another agency of zovernment is not required. The
two conditions are mutually exclusive.

ter factor, percentage of school board members that are
honsewives, to the measures of fiscal performance is un-
doubtedly att:ibutable to the fact that housewives, as
mothers, represent the most closely involved clientele of
the schools. Any measure of percentage of parents on
the board, were it available, would likely show as strong
a relationship. Specifically, the significant influence of
college graduates and housewives on the board is seen in
net current expenditure, amount raised locally, teachers’
salaries and the composite.

Other school board characteristics appear to have
minor importance compared to these two. The critical
level for all responses in the analysis is shown in Table
1 as an indication of the relative significance of the inde-
pendent variables. All responses in this analysis refers
to a combination of dependent variables in which great-
est total change occurs when the independent variable is
changed. Those who feel that retired persons on the
school board work against fiscal expansion find little sup-
port for this view here. Percent farmers is more than
likely an inverse measure of wealth. Also contrary to
what many writers in school administration have main-
tained, the use of standing committees of the board does
not appear a thorougzhly bad thing. We see their presence
significantly related to amount raised locally, teachers’
salaries and debt service.

The Effect of Public Vote on the Budget

The principal feature of the data presented in Tables
1 and 2 is the outstanding position of the public vote dis-
tricts. Note the relatively large percentage of the vari-
ance in net current expenditure and debt service ac-
counted for by public vote on the budget. Significant
also is the percentage of the variance in amount raised
locally, the salary variables, the “quality related varia-
bles”—number of total staff, guidance counsellors, li-
brarians and clerical personnel per 1000 pupils®*—and
in composite fiscal performance. The all responses criti-
cal level of the public vote variable is more significant
than that of the tax limitation variable. Wealth again
shows up as highly significant, but not more so than pub-
lic vote. In combination with size the effect of public
vote decreases; but, then, the effect of size is highly sig-
nificant in itself, and negative.

A subsample was used for this run. It consisted of
the 529 districts for which both school board and wealth

6For a discussion of the * uslity relatedness” of these inputs see
«Ppatterns of Stafl Deployment Related to School Quality,” IAR Rescarch
Bulletin, Vol. 1, No. 8, April, 1961.




data were available. In order to test the representative-
ness of this sample, plots of the frequency functions of
the residuals were made. For each dependent variable
the estimated value was computed, based upon the pre-
diction equation describing the assumed relationship be-
tween dependent and independent variables. This esti-
mated value was plotted against the actual deviation of
each characteristic from its estimated value. The result-
ant chart should exhibit a random scatter if there is no
factor (independent variable) unaccounted for in the
analysis. Otherwise the influence of this uncontrolled
factor would be expected to show as non-randomness in
the distribution. Such a chart was plotted for each of the
fourteen dependent variables.

The plots are not presented here. However, the
following dependent variables show highly randomized
(virtually circular or oval) patterns: composite fiscal
performance, all the teachers’ salary measures and num-
ber of teachers per 1000 pupils. Number of clerks per
1000 pupils is relatively flat, indicating little deviation
from prediction among the 529 districts. Less flat, but
moderately so, and randomized patterns are exhibited
by net current expenditure and expenditures for library
and audio-visual aids. The pattern for amount raised
locally is not random by virtue of much greater deviation
above the mean of the prediction than below. The fac-
tor(s) unaccounted for here would presumably be state
aid and/or some equalized measure of local effort, The
plois for guidance counsellors and number of librarians
per 1000 pupils are non-random. The same effect ap-
pears as in the plot for amount raised locally, although
it is more exaggerated here.

It would appear safe to conclude from this that the
major influences upon most of the fiscal variables have
been accounted for. They seem to comprise wealth,
no tax limitation, employing public vote in budget ap-
proval and hence fiscal independence, and board mem-
bers who themselves are educated and have some im-
mediate personal interest in school affairs. Size is also a
factor, as has been surmised, though its influence is far
from clear in this analysis.

Effect of Size Still Not Clear

It will be noted that the size effect, being negative,
is opposite to its effect reported in a previous analysis
where it was positive.” In the previous runs size refers
to intervals, seven in uumber, into which the districts in
the sample were grouped. In the present run size is ac-

TIAR Research Bulletin, Vol. 1, No. 1, loc. cit.
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TABLE 1
MULTIVARIATE ANALYSIS: CRITICAL
LEVELS, ALL RESPONSES
Budget Approval Variables, Size, Wealth, and
Characteristics of School Board Members

Critical Leva!,
All Responses,
{ndependant Variable 14 Measurss of Fiscal Performance

Tax Limitation 03#
Public Vote L00**
Tax Limitation plus Size 22
Public Vote plus Size .08
Number School Board Members .09
% School Board Members

College Graduates 00%*
% School Board Members

Professional Occupation 28
% School Board Members

Managerial 61
% School Board Members

Clerical Occupation 7
¢’ School Board Members

Farmers 09
% School Board Members

Foremen 21
% School Board Members

Unskilled Occupation 40
% School Board Members

Service Occupation 59
% School Board Members

Housewives O0**
% School Board Members

Retired LO5*%
% School Board Members

Ex-Officio 52
Number Special Committees 73
Number Standing Committees 05*
Effective Buying Income 1962 DO**
Size (Enrollment) 00**
Quadratic Size 00**

* Significant,

*+ Highly significant.

tual enrollment of each district in the analysis. This is
not the first time that array of data by intervals has af-
fected results. It must be agreed that measurement of
size by enrollment and not by size interval is the more
precise method, and that the result of the present run 1s
probably the more reliable, However, the discrepancy
illustrates peculiarities regarding the relation of size to
various other measures, and the probable non-linearity of
this relation,

As we see in Table 2, the influence of size is, in gen-
eral, highly significant. But while the relationship is neg-
ative, that of quadratic size is not. Size in combination
with both public vote and tax limitation reduces the sig-
nificance of both. It would appear from what little we
can see here that there is probably such a thing as opti-
mum size, It would also appear that the regression of
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size on fiscal performance is non-linear and there is the
suggestion that the medium large city suffers more from
size than the giant city. And, it would appear question-
able whether voting on the budget would help either the
large or the giant city school district in improving its
fiscal position. However, it must be emphasized, pro-
posals for dealing with the negative effects of size are
still pretty much conjectural.

Some Conclusions

If coe may draw some conclusions based upon the
foregoing and upon the material presented in the three
previous articles in these pages dealing with this study of
fiscal responsibility, it would be to observe that the con-~
ditions which the legislatures impose upon the local dis-
tricts do indeed influence local fiscal policy. We do find
that state regulations surrounding the process of budget
approval appear to make a difference in the fiscal capa-
bility of school districts. We cannot be certain that any
particular method of budget approval, in and of itself, is
responsible. School district size is a troublesome factor
whose particular influence, aside from the likelihood that
its relation to fiscal criteria is non-linear, has not been
clarified. ‘The probability is that an optimum method
of budget approval, if there is such a thing, varies with
school district size.

Despite its frequent difficulties for the administra-
tor, the power of public vote on the budget to gird some
school districts effectively for the fiscal wars seems clear
from the evidence in hand. Those that benefit most ap-
pear to be the smaller districts rather than the larger
ones. There is considerable evidence to suggest that the
combinaticn of public vote and relatively modest size
(enrollment) is effective in maintaining the school dis-
trict’s economic position in these times.

The clearest evidence we get from this investigation
relates to the matter of tax limitation. Tax limitation
seriously hampers the school district in economic com-
petition with other agencics relying upon public support.
By extension, it is suggested that all agencies of public
support are hampered relative to the general econoniy
by arbitrary limitation upon their ability to benefit from
general economic well being. Where there is tax limita-
tion, fiscal dependence of school boards is greaily to be

preferred. Indeed, it would appear that where tax limi-
tation is the model that has been chosen by legislative
action to restrict the fiscal powers of the state’s local
agents, the school boards, fiscal dependence is superior
to fiscal independence.?

Fiscal independence appears to have some qualified
superiority over fiscal dependence. The qualificadons
relate, as indicated above, to tax limitation, and, more
particularly, they relate to size. The essence of fiscal in-
dependence is the inclusion of the ingredient of public
vote on the budget. The alternative is some form of tax
limitation, which we find to be a kind of poison. Without
public vote or tax limitation, there is no fiscal restriction
of any kind upon the local board, a situation which leg-
islatures seek to avoid, Moreover, most districts with
fiscal independence are also districts with public vote.
But it is suggested by the evidence that public vote is
not necessarily the best procedure for the largest districts.
One would then be inclined to question the use of fiscal
independence for the largest districts, since the alterna-
tive would be to subject them either to tax limitation or
to the authority of some board well removed from the
local influence (like, for example, the Port of New York
Authority). One could hardly care for either alternative
as a means of governing schools, Hence a form of fiscal
dependence, exercised without tax limitation, would ap-
pear preferable among the extant methods of regulating
the fiscal powers of the local school boards of the largest
cities.

~ One alternative {0 this would be, of course, to break
up the largest districts. If fiscally independent districts
with public vote and smaller size appear best off in the
fiscal competition, the argument is strong for organizing
all districts in accordance with conditions that predict
optimum performance. Indeed, one is at a loss to ex-
plain why those methods invented so far for rendering
the stewardship of local boards responsible to the state
are the only ones which have been proposed for dealing
with the obvious problems of the overly large or the
overly poor school district. There should be new ap-
proaches possible and a new round of creative thinking
in the organization of school government,

&

8JAR Rcgearch Bullctin, ibid,
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