DOCUMENT RESUME

ED 052 548 80 EA 003 673

AGTHOR Jdohns, Roe lL., Ed.; And Others

TITLE Status and Impact of Educational Finance Programs.
National Educational Finance Project, Volume 4.

INSTITUTION National Educational Finance Project, Gainsville,

SPONS AGENCY

Fla.
Office of Education (DHEW), Washington, D.C.

PUB DATE 71

NOTE 342p.

EDRS PRICE EDRS Price MFP-$0.65 HC-$%$13.16

DESCRIPTORS #*Educational Economics, *Educational Firance,
*Equalization Aid, Federal Aid, Federal Legislation,
Financial Policy, *Financial Support, Fiscal
Capacity, Income, School liemography, State Aid,
*State Federal Support

IDENTIFIERS Elementary Secondary Education Act Title V, ESER
Title V o

ABSTRACT

Ten articles on various aspects of educational

finance programs comprise this document, volume four of the NEFP
series. Volume one o0f this series deals with educational needs,
volume two with economic factors in educational finance, and volume
three with educational planning apd finance. The material in this
volume provides valuable infermation on the status of educational
financing and the impact of both 5tate and Federal school finance
prograns on the egualization of educational opportunity. The first
six chapters focus on methods, purposes, and equalization of State

school finance progzrams in all 50 States and the last four chapters
describe and assess the equaiization impact of Federal aid programs
on elementary and zecondary education. Related documents are ED 036
007 and EA 003 536-538. Funds for this research were provided by an
ESEA Title V grant. (Author/RA)




\

: 1
13 '
> !
; :
! B
. !
i '
: !
y
y i

Status and
Impact of
Educaticnal
Finance }
Programs

L

g 5
o :
i
I, ]
. !
ol |
]

Edited

by
Johns-Alexander-Stollar ' !

ERIC

Aruitoxt provided by Eic:




ERIC

Aruitoxt provided by Eic:

ED052548

U.S. DEPARTMENT OF HEALTH,
EDUCATION & WELFARE
OFFICE OF EDUCATION

THIS DOCUMENT HAS BEEN REPRO-
DUCED EXACTLY AS RECEIVED FROM:
THE PERSON OR ORGANIZATION ORIG-
INATING IT. POINTS OF VIEW OR OPIN-
IONS STATED DO NOT NECESSARILY
REPRESENT OFFICIAL OFFICE OF EDUJ)-
CATION POSITION OR POLICY.

Status and Impact of
Educational Finance Programs

>

Edited By

ROE L. JorNS, Project Director and
Professor
Educational Administration
University of Floride

KERN ALEXANDER, Associate Project
Director and Protfessor
Educational Administration
University of Florida

DEWEY H. STOLLAR, Professor and
Chairman
Department of Educational
Administration ,
University of Tennessee

1971

NATIONAL EDUCATIONAL FINANCE PROJECT
Gainesville, Florida 32601

!

oo o s R N

e L i e s in S



NATIONAL EDUCATIONAL FINANCE PROJECT

Roe I.. Johns, Project Director

Kern Alexander, Asscciate Director

PROJECT RESEARCH STAFF

Richard Rossmiller Dewey Stollar
N University of Wiscongin University of Tennesse~
:‘ K. Forbis Jordan Richard Salmon
Indiana University University of Florida
Gerald Boardman Oscar Hamilton
Univergity of Florida ' University of Florida
3
G Williara Briley

University of ¥lorida

Progran« Adminisirators

U. S. Office of Education 4
Harry Phillips
James Gibbs
David Phillips

PROJECT COMMITTEE

i
Edgar Mezphet Erick Lindman i
University of California U.C.L.A. ;
William McLure James Kelly
University of Illinois Columbia Univergity

3 =




ADVISORY COMMITTEE

James Gibbs Henry Cone
U.S. Office of Education - Education Commission of the
States
Jean Flanigan Will Myers
National Education Advisory Commission on
Association Intergovernmental Relations

CCGORDINATING COMMITTEE

Floyd 'T. Christian, Florida Walter D. Talbot, Utah
asohn W. Porter, Michigan Herman O. Myers, Florida
Howard Casmey, Minnesota Thomas P. Wilbur, Michigan

Newell J. Paire, S. Walter Harvey, Minnesota
New Hampshire Paul R. Fillion, New Hampshire

Ewald Nyquist, New York John W, Polley, New York

Dale Parnell, Oregon Delos D. Williams, Gregon

J. H. Warf, Tennessee T. B. Webb, Tennessee

J. W. Edgar, Texas - M. L. Brockette, Texas

Financed by Funds Provided Under The
Elementary and Secondary FEducation
Act of 1965 (Public Law 89-10, Title V,
Sec. 505) and Sponsoring States.

N S A T e

e

i



TABLE OF CONTENTS

o sy

Page

FOREWORD . . ix

CHAPTER 1

THE DEVELOPMENT OF STATE SUPPORT
FOR THE PUBLIC SCHOOLS
Roe L. Johns

[y

CHAPTER 2

CLASSIFICATION OF STATE SCHOOL FUNDS
Kern Alexander, Oscar Hamilton,
and Douglas Forth 29

CHAPTER 3

VARIATION BETWEEN SCHOOL DISTRICT REVENUE
AND FINANCIAL ABILITY
William P. Briley 49

CHAPTER 4

THE FINANCIAL EQUALIZATION OF PUBLIC SCHOOLS
SuPPORT PROGRAMS IN THE UNITED STATES
FOR THE SCHOOL YEAR, 1968-69
Roe L. Johns and Richard G. Saltion oceeeeeeeeee. 119

CHAPTER 5

COMPARISON OF REVENUES FOR DIFFERENT POPULATION
CLASSIFICATIONS OF SCHOOL DISTRICTS
Roe L. Johns and James A. BUINS «..ooceeeeeeeeeeeeecnes 193

CHAPTER 6

LocAL NONPROPERTY TAXES FOR SCHOOLS
Duane O. Moore 209

> CHAPTER 7

HISTORICAL DEVELOPMENT OF FEDERAL AID PROGRAMS
Sidney Tiedt 223

O

ERIC

Aruitoxt provided by Eic:

i

ittt AT



CHAPTER 8

FINANCIAL EQUALIZATION AMONG THE STATES
FROM FEDERAL AID PROGRAMS
FEdgar H. Bedenbaigh and Kern Alexander ............

CHAPTER 9

THE RELATIONSHIP BETWEEN REVENUE ALLOCATIONS
AND EDUCATIONAY, NEED AS REFLECTED BY
ACHIEVEMENT TEST SCORES!
Donald 3. Van Flect and Gereld Bogrdman..............

CHAPTER 10

INTENT AND EFFECT OoF TITLE I ESEA
IN TEE FINANCIAL EQUALIZATION OF PUBLIC
ELEMENTARY AND SECONDARY EDUCATION
John F. Wagner and Dewey Stollar ..........................

vi




ERIC

Aruitoxt provided by Eic:

TR R eIy

CONTRIBUTORS

KERN ALEXANDER
Professor of Educational Administration, University of Flor-
ida, and Associate Director of National Educational Finance

Project

EpGAR H. BEDENBAUGH
Research Associate, National Educational Finance Project
and Associate Professor of Educational Administration, Uni-
versity of Southern Mississippi

GERALD BOARDMAN _
Agsistant Professor of Educational Administration, Univer-
gity of Florida and Systems Analyst, National Educational

Finance Project

WILLIAM P. BRILEY
Interim Assistant Professor of Educational Administration,

University of Florida :

JAMEs A. BURNS
Research Associate, National Educational Finance Project
and member of Administrative Staff of Davidson County,

Tennessee Schools

DougLAs FORTH
Research Associate, National Educational Finance Project

OsCAR A. HAMILTON
Interim Assistant Professor of Educational Administration,

University of Florida

RoE L. JoHNS
Professor of Educational Administration, University of Flor-
ida, and Project Director of National Educational Finance

Project

vii

T,



DUANE O. MOORE
Research Associate, National Educational Finance Project
and Assistant Superintendent of Schools, Chapel Hill, North
Carolina :

DEWEY STOLLAR
Professor of Educational Administration, University of Ten-
nessee and Finance Specialist, National Educational Finance
Project v :

SIDNEY TIEDT
Professor of Education, San Jose State College

DoNALD S. VAN FLEET
Research Associate, National Educational Finance Project
and Principal of Seminole High School, Pinellas County,
Florida

JOHN F. WAGNER
Research Associate, National Educational Finance Project
and Assistant Professor of Education, Middle Tennessee State
University

viii



Foreword

This is the fourth volume published by the National Educa-
tional Finance Project which began operating in June 1968.
Following is a list of the volumes aiready published or in press
by June 1, 1971.

Volume 1 Dimensions of Educational Need

Volume Z Economic Factors Affecting the Financing of
Education

Volume 8 Planning to Finance Education

Volume 4 Status and Impact of Educational Finance
Programs

Volume 5 Alternative Programs for the Financing of
Education

Volume 4 presents some very valuable information oz the
status of educational financing in the United States in 1963-69
and the impact of both state and federal school finance programs
on the equalization of educationa! opportunity. The information
produced for 1968-69 should provide a valuable bench mark
from which progress in school financing in subsequent years can
be measured, Furthermore, this volume provides many valuable
suggestions for improving the equity of both state and federal
school finance programs. These suggestions are based on empiri-
cal research as contrasted with opinion.

The research findings reported in Volume 4 should be of great
value to congressmen, state legislators, state and local school
board members and educational leaders in evaluating present
school finance policies and formulating plans for their improve-
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ment. The attempt was made to report the findings of these re-
searchers in such form that they could be read and interpreted
by persons unfamiliar with statistical technology. When statis-
tical techniques are used to inte:pret data, an explanation of
those techniques is given.

One of the tasks of the National Educational Finance Proj-
ect was to determine the status and assess the impact of current
state and federal school finance programs. This volume is di-
rected toward that goal. The studies reported here are intended
1o establish a bench mark in school finance for the year 1968-69.

The first six chapters of the book focus on methods, purposes
and equalization of state school finance programs in all fifty
states while the last four chapters are devoted primarily to de-
scribing snd assessing the equalization impact of federal aid
programs on elementary and secondary education. All state
school finance programs, including small categorical grants, are
classified, measured as to the extent of their equalization, and
profiled to show the impsact of local, state, and federal revenues
on school districts with varying levels of fiscal ability. Included
is a chapter comparing revenues available to urban, suburban,
independent cities, and rural areas from local, state and federal
sources. Another chapter analyzes the equalization qualities of
local nonproperty taxes when used as a major revenue source for
financing the schoois.

Studies dealing with the federal aid programs were largely
concerned with the extent of the equalization effect of federal
programs both among and within states. One chapter com-
pares allocations of ten major federal aid programs to the per-
sonal income of states as @ measure of equalization. Studies re-
ported in other chapters measured equalization of federal pro-
grams among school districts and counties within states in terms
of both pupil achievement test scores and personal income.

The research reported in this volume involved the collection
of enormous amounts of data from all 50 states. We wish to
give special thanks to the 50 chief state school officers and their
assistants for their cooperation and the great amount of time
they contributed to assembling the data required for the Project.
Acknowledgment should also be made of the invaluable services
of the United States Office of Education not only for sponsoring
=) finanecing this project but also for furnishing much valuable
duta to our research staff. Finally, special recognition should

10




be given to Dewey Stollar for his services in assisting in the su- :
pervision of much of the reported research and to Gerald Board- :
man for his valuable agsistance in statistical and computer appli-

cations so important to the sucecess of this Project.

ROE L. JOHNS
KERN ALEXANDER
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CHAPTER 1

The Development of State Support
for the Public Schools

Rox L. JOHNS

State support for the public schools has a long history. It
probably tigan in the early part of the nineteenth century. Un-
fortunately, authentic financial reports are not available from
which the evolution of state support during the nineteenth cen-
tury may be traced. However, by 1890 the states collectively
provided $33,987,5681 in financial aid for the public schools.
This amounted to 23.8 percent of total school revenue in 1890.?
Undoubtedly, much of the state aid reported was derived from
income from sixteenth section land grants from the federal gov-
ernment which could be strictly interpreted as federal aid rather
than state aid. In fact, Mort, in the study from which these
data are quoted, referred to the revenue as “state and.federal”
revenue although the federal government did not make any
direct appropriations for the public schools until the Smith-
Hughes Bill was enacted into law in 1917.

The sixteenth section land grants, provided in the Ordinance
of 1787 and the action of Congress in 1802, continuing the
policy of making land grants for public education in all states
newly admitted to the Uniun, undoubtedly stimulated state sup-
port. State agencies handled these land grants and distributed
funds derived from the land grants. This set a precedent of pro-
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2 STATUS AND IMPACT OF FINANCE PROGRAMS

viding funds for the public schools from the state level. Some
of these land grants proved to be valuable and productive of in-
come, and others worthless. The deinand was made in some
gtates during the nineteenth century that the state provide funds
for the schools in the townships which had happened to receive
worthless land grants. This was probably the beginning of the
concept of financial equalization for the purnose of equalizing
educational opportunity.

Although it was generally conceded that education was a
state responsibility under the Tenth Amendment to the federal
Constitution, most states du.ing the nineteenth century exer-
cised that responsibility, primarily by authorizing the levy of
local school taxes for the support of the public schools. No inte-
grated plans of school finance were developed during the nine-
teenth century. No conceptual theory of scheol finance was de-
veloped. Such state funds, as were distributed, were generally
apporticned on a school census basis with little consideration
being given to equalization of educational opportunity or the
provision of at least a minimum program of education for all
children. In the remainder of this chapter, primary attention
will e given to the development of conceptual theories of state
support, the development of state support since 193¢ and the
prinecipal issues of state support.®

THE DEVELOPMENT OF THEORIES AND
PRINCIPLES GF STATE SUPPORT:

All important social moveriznts have had an intellectual
leader or leaders. These men, who are almost always theorists,
are sometimes considered impractical by the general public.
However, it is the theorists who shape social policy and social
organization more than any other group in society. Politicians
and public officials usually base their policies on theoretical as-
sumptions of some kind. Politicians such as Jefferson, Hamil-
ton, and Madison, who were also theorists, have had a profound
effect on governmental policy in the United States.

The early theorists on state school finance were not politi-
cians or holders of public office. All of them were university
professors, but they have had a profound influence on political
policy in the United States with respect to state school financing.
These theorists dealt with some of the crucial values, issues, and

13
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problems in American society. Therefore, what they had to
say was of great interest to the public. Some of the values and
issues involved in determining policies on state school financing
follow: Is equalization of educational opportunity a fu: ction of
a democratic government? What level of education should be
guaranteed to everyone in order to promote the general welfare?
To what extent should the states exercise control over the public
schools? To what extent should “home rule” in school govern-
ment be encouraged? Are nonproperty state taxes more equi-
table than local property taxes? What percent of school revenue
should be provided from state sources?

The central stream of state school finance theory in the
United States originated at Teachers College, Columbia Uni-
versity, at the beginning of the twentieth century. The chief
participants in this stream and their principal concepts are dis-
cussed in the following sections.

Ellwood P. Cubberley

The development of the theory of state school support began
with Cubberley, who was a student at Teachers College, Colum-
bia University, near the beginning of the twentieth century. His
famous monograph on School Funds and Their Apportionment,s
a revision of his doctoral dissertation, was published in 1905. It
is interesting to note that George D, Strayer, Sr., who is dis-
cussed later, also received his dsctor’s degree at Teachers Coliege
in 1905. These two were among the first professors of educa-
tional administration. Strayer stayed at Teachers College, and
Cubberley went to Stanford University. These two giants were
largely responsible for developing the early literature of educa-
tional administration. The conceptualizations of school finance
developed by these twe men, their students, and students of their
students have dominated the thinking on educational finance
during the twentieth century.

Cubberley’s work was so fundamental in formulating the
basic concepts of state school financing that several quotations
from hig original study published in 1905 are set forth below.
He studied the historical development of education in the United
States, the legal arrangements provided for public education, the
effect of the Industrial Revolution on the distribution of wealth,
and the inequalities of educational opportunity among the several
districts of a state. He then formulated his vorcept of the

14,

S RN ORI Y

ARt e 1l s m bt e ke

A i et A v e e et




4 STATUS AND IMPACT OF FINANCE PROGRAMS

state’s resporsibility for providing educational services as fol-
1 .
lows:

The state owes it to itself and to its children, not only to
permit of the establishment of schools, but also to require
them to be established—even more, to require that these
schools, wlien established, shall be taught by a qualified
teacher for a certain minimum period of time each year,
and tavght under conditions and according to require-
ments which the state has, frocm time to tinie. seen fit to
impose. While leaving the way open for all to go beyond
Eht}_ase requirements the state must see that none fall
elow.S

He applied his basic concept of state responsibility to the ap-
portionment of state school funds in the following words:

Theoretica’l; all the children of the state are equally im-
portant and are entitled to have the same advantages;
practically this can never be quite true. The duty of the
state is to secure for all as high a minimum of good in-
struction as is possible, but not to reduce all to this inini-
mum; to equalize the advantages to all as nearly as can
be done with the resources at hand; to place a premium
on those local efforts whick will enable communities to
rise above the legal minimum as far as possible; and to
encourage communities to extend their educational ener-
gies to new and desirable undertakings.?

These concepts were stated by Cubberley in 1905, but they
seem quite applicable today. Numerous books, monographs, and
articles have been written on state responsibility for education
and state school financing, but it is difficult to find in all the lit-
erature on this subject a better or clearer statement than Cub-
berley’s conceptualization. 1t is true, as will be pointed out later
in this chapter, that Strayer and Mort at a later date criticized
one part of Cubberley’s conceptualization; but the differences
that arose were on the technology of state distribution of school
funds rather than the values or goals. The difference arose over
the implementation of the phrase, ©“ . .. to place a premium on
those local efforts which will enable communities to rise above
the legal minimum as far as possible. . . .”

After formulating his conceptualizations of sound policy in
state school financing, Cubberley used them as eriteria to eval-
uate the methods used by the states to distribute school funds at

15 -
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the bgginning of the century. As Cubberley’s study was the first
comprehensive one to be made of state school funds, and as it was
made at the very beginning of the twentieth century, his findings
provide a valuable benchmark for measuring progress in state
school finauncing. Theyrefore, some of his principal findings are
set forth below:

1. That due to the unequal distribution of wealth, the demands
set by the states for maintaining minimum standards cause very
unequal hurdens. What one community can do with ease is often
an excessive burden for another.

2. That the excessive burden of communities, borne in large
part for the commor: good, should be equalized by the state.

3. That a state school tax best equalizes the burdens

4. That any form of state taxation for schools fails to ac-
complish the ends for which it was created unless a wise system
of distribution is provided.

5. That (judged by Cubberley’s criteria) few states (at the
beginning of the twentieth century) had as yet evolved a just
and equitable plan for distributing the funds they had at hand.

6. That ‘“taxes where paid,” property valuation, total popu-
1ation, and school census were all undesirable methods of ap-
portionment. '

7. That total enrollment, enroliment for a definite period,
average membership, average daily attendance, and aggregate
days attendance are each successive improvements over the
census basis of apportionment.

8. That any single measure for distributing state funds is
defective ; but if one is used, the best single measure is the num-
ber of teachers employed.

9. That the best basis for distributing state funds is the com-
bination of the teachers actually employed and aggregate days
attendance.

10. That special incentive funds shall be provided to encour-
age communities to provide secondary education, kindergartens,
manual training, evening schools, and so forth.

11. That a reserve fund should be established for the relief of
those communities which have made the maximum effort al-
lowed by lsw and yet are unable to meet the minimum demands
made by the state.®

16
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6 STATUS AND IMPACT OF FINANCE PROGRAMS

Harlan Updegraff

Updegraff is not as well known as some of the other theorists
in state school financing, but his contributions are important.
Although he accepted the concepts of Cubberley for the most
part, he did make some important additions to Cubberley’s model.
Updegraff, a professor of educational administration at the Uni-
versity of Pennsyivania, made a survey of the financial support
of rural schools in New York state in 1921 in which he pre-
sented some new concepts of state support.® These are the
principles of state support he proposed:

1. Local support is fundamental.

2. The local units for the support of schools should contain,
insofar as practicable, enough property taxable for school pur-
poses to raise that portion of the expenses of the schoo! which
it is believed should be borne by the local districts without an
undue burden upon the owners of property.

3. Some portion of the support of local scheals should come
from the state government, the amount being dependent upon
certain factors, exact standards for which have not been scien-
tifically determined, but which will vary in the different states.

4. The administration of state aid should be such as to in-
crease the efficient participation of citizens in a democratic form
of government.

5. The purpose of state aid should be not only to protect the
state from ignorance, to provide intelligent workers in every
field of activity, and to educate leaders, but also to guarantee to
each child, irrespective of where he happens to live, equal oppor-
tunity to that of any other child for the education which will
best fit him for life.2

Those were the days in which the word efficiency was greatly
emphasized in administration. Therefore, it is not surprising
that Updegraff presented a set of criteria for determining the
efficiency of state support, a summary of which follows:

1. The efficient participation of citizens in the responsibili-
ties of citizenship should be promoted by making the extent of
the state’s contribution dependent upon local action.

2. The state should neither be timid nor autocratic in with-
holding state funds because of deficiencies in local action.
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8. Special grants should be provided to encourage the intro-
duction of new features into the schools.

4, The districts should receive support in inverse proportion
to their true valuation per teacher unit.

5. Efficiency in the conduct of schools should be promoted by
increasing the state grant whenever the true tax rate is increased
and by lowering it whenever the local tax is decreased.

6. The plan of state aid should be so framed that it will meas-
ure precisely the elements involved and will respond promptly
and surely to any change in the local districts.™t

Updegraff not only proposed principles and criteria for state
support, but he developed techniques for the distribution of gen-

" eral school aid which embodied his ideas. He proposed a sliding

stale that provided increased amounts of state aid per teacher
unit for each increase of 1/2 mill of school taxes levied ranging
irom 3 1/2 to 9 mills,® but he provided proportionately more
state aid for a district with a low true valuation per teacher unit.

Under Updegraff’s plan, the state would support variable
levels of minimurn programs ranging from $840 per teacher unit
to $2,160 depending upon the amount of local tax effort. He
attempted to incorporate the concepts of equalization of educa-
tional opportunity and reward for effort within the same for-
mula. As will be pointed out below, both Strayer and Mort op-
posed that approach. Ujpdegraff justified his preposals for en-
couraging additional local effort on the basis of efficiency. Up-
degraff’s ideas fell into disfavnr for many years following the
emergence of the concepts advanced by Strayer and Mort. How-
ever, today Updegraff’s concept of a variable level foundation
program depending upon the level of local effort is being utilized
in some modern state support programs. It is not being justified
on the basis of efficiency, but on the basis of providing an in-
centive for quality education.

Updegraff introduced another idea, the teacher unit, which
today is incorporated in many state support programs. He sug-
gested that instead of using teachers employed as a basis of state
distribution, standard numbers of pupils per teacher should be
fixed for different school levels, for urban and rural distriets,
and for different types of classes.?

18
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8 STATUS AND IMPACT OF FINANCE PROGRAMS
George D. Strayer, Sr.

Strayer, like Cubberley, was interested in the total area of
educational organization and administration, and he made major
contributions in every sector. In none, however, did he make a
greater contribution than in state school finance for he advanced
the theoretical basis of school financing. Strayer first advanced
his theories of school finance in Volume I of the Report of the
Educational Finance Inquiry Commission which was published
in 1923. This voluine, The Financing of Education in the State
of New York by Strayer and Haig, devoted four pages to a the-
oretical conceptualization of the equalization of educational op-
portunity which has had a major impact on educational thought
and policy.

So important has been the effect of this report that some se-
lected excerpts from it are set forth below. The concept “equal-
ization of educational opportunity” that prevailed at that time
was described as follows:

There exists today and has existed for many years a move-
ment which has come to be known as the “equalization of
educational opportunity” or the ‘“equalization of school
support.” These phrases are interpreted in various ways.
In its most extreme form the interpretation is somewhat
as follows: The state should insure equal educational fa-
cilities to every child within its borders at a uniform effort
throughout the state in terms of the burden of taxation;
the tax burden of education should throughout the state
be uniform in relation to tax-paying ability, and the pro-
vision for schools should be uniform in relation to the
educable population desiring education. Most of the sup-
porters of this proposition, however, would not preclude
any particular community from offering at its own ex-
pense a particularly rich and costly educational program.
They would insist that there be an adequate minimum
offered everywhere, the expense of -which shouald be con-
sidered a prior claim on the state’s economic resources.’s

Strayer and Haig stated that to carry into effect the principle
of “equalization of educational opportunity” or “equalization of
school support,” it would be necessary :

. .. (1) to establish schools or make other arrangements
sufficient to furnish the children in every locality within

19
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the state with equal educational opportunities up to some
prescribed minimum; (2) to raise the funds necessary for
this purpose by local or state taxation adjusted in such
manner as to bear upon the people in all localities at the
same rate in relation to their tax-paying ability; and (3)
to provide adequately either for the supervision and con-
trol of all the schools, or for their direct administration
by a state department of education.'®

Strayer and Haig then presented the following conceptual
model for formulating a plan of state support which incorporated
the principles they had outlined:

(1) A local school tax in support of the satisfactory minimum
offering would be levied in each district at a rate which would
provide the necessary funds for that purpose in the richest dis-
trict.

(2) The richest district then might raise all of its school
money by means of the local tax, assuming that a satisfactory
tax, capable of being locally adminis.zred, could be devised.

{8) Every other district could be permitted to levy a local tax
at the same rate and apply the proceeds toward the cost of
gchools, but

(4) since the rate is uniform, this tax would be sufficient to
meet the costs only in the richest distriet and the deficiencies
would be made up by state subventions.’”

It will be noted that Strayer and Haig emphasized the equal-
ization of the tax burden to support schools as well as the
equalization of educational opportunity. However, they did not
incorporate the reward for effort or incentive concepts in their
state support model. They attacked these concepts, which had
been advanced by Cubberley and Updegraff, in the following
words.

Any formula which attempts to accomplish the double
purpose of equalizing resources and rewarding effort must
contain elements which are mutually inconsistent. It
would appear to be more rational to seek to achieve local
adherence to proper educational standards by methods
which do not tend to destroy the very uniformity of effort
called for by the doctrine of equality of educational op-
portunity.:®

L i SO
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10 STATUS AND IMPACT OF FINANCE PROGRAMS

Paul R. Mort

Mort was one of Strayer’s students and Jlater became his
colleague at Teachers College, Columbia University. Strayer
and Haig referred to a “satisfactory minimum program’” to be
equalized, but they offered no suggestions concerning how to
measure it. Mort assumed the task of defining a satisfactory
minimum program as his doctoral problem. His doctoral disser-
tation, The Measurement of Educational Need,®* was published
in 1924.

Mort perhaps should be classified a disseminator and de-
veloper,® but he was a theorist as well. Although he accepted
completely the conceptualization of Strayer and Haig, he some-
what clarified their theories, and he advanced some concepts of
his own concerning the formulation of a state minimum program.
Therefore, some of the key ideas developed by Mort in his dis-
sertation are presented below.

Mort presented an extremely advanc:d concept of what
should be included in the state-assured minimum program. These
are the elements he recommended for inclusion:

(1) An educational activity found in most or all communities
throughout the state is acceptable as an element of an equaliza-
tion program.

(2) Unusual expenditures for meeting the general require-
ments due to causes over which a local community has little or
no control may be recognize:. as required by the equalization pro-
gram. If they arise from causes reasonably within the control of
the community they cannot be considered as demanded by the
equalization program.

(8) Some communities offer more years of schooling or a
more costly type of education than is common. If it can be es-
tablished that unusual conditions require any such additional
offerings, they may be recognized as a part of the equalization
program.*?

Mort modestly stated that ““ . .. it cannot be hoped that these
will prove exhaustive as the thinking in this field develops.”*
However, his concepts of the elemenis to include in a minimum
program are as valid today as :vhen they were written. For ex-
ample, his third element izcludes compensatory education for the
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disadvantaged, which is a comparatively recent extension of the
educational offering.
Mort defined a satisfactory equalization program as follows:

A gatisfactory equalization program would demand that
each community have as many elementary and high school
classroom or teacher units, or their equivalent, as is typi-
cal for communities having the same number of children
to educate. It would demand that each of these class- ;
[ rooms meet certain requirements as to structure and phys- i
14 ical environment. It would demand that each of these a
b classrooms be provided with a teacher, course of study, {
8 equipment, supervision, and auxiliary activities meeting
g certain minimum requirements. It would demand that
some communities furnish special facilities, such as trans-
portation.>

Mort sought objective, equitable measures of educational need
that could be used by a state legislature in determining the
amount of the state appropriation for equalization. He also
wished his measure to be used by officials in the state department
of education for apportioning state school funds with a minimum
of state control.

Mort used comnplicated sets of regression equations to esti-
mate on the basis of average practice the typical number of
teachers employed in elementary schools that varied in numbers
of pupils. He assumed that sparsity of population would make
it necessary for some districts to operate certain small schools
which would not have the economies of scale provided by larger
,J schools. In other words, he agsumed that a greater number of {
4 teachers for a given number of pupils would need to be employed i
: in the small schools than in the large schools. His statistical j
i gtudies, based on average practice in New York State at that
i time, showed that more teachers were employed per pupil in ele-

B mentary schools with an average daily attendance of less than
- 142, but that the average number of teachers per pupil employed
for larger elementary schools did not vary substantially. He
found that the number of pupils per teacher varied in high
schools up to 518 in average daily attendance but did not vary .,
substantially in high schools above that size. He developed 3
separate regression equations for both elementary and high
schools. One could take the average daily attendance of any size
school, substitute it in the appropriate equation, and compute ‘
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12 STATUS AND IMPACT OF FINANCE PROGRAMS

the number of either typical elementary teachers or typical high
school teachers.*

Mort’s concept of “weighting pupils” was later extended to
include weighting pupils enrolled in vocational education, excep-
tional education and compensatory education in order to provide
for the extra costs of these special programs.

Most foundation programs today use some form of the
weighted teacher or weighted pupil measure?* The weights, of
course, have changed, as well as the methods of determining
them, but the concept of making allowance for necessary cost
variations beyond the control of local boards of education is gen-
erally recognized as sound policy.

Mort directed a national study of state support in 1931. The
report of this survey entitled State Support for Public Education
contained a summary of the status of state support at that time.
Following is a brief summary of his findings concerning the con-
dition of state support in 1931-32:

1. In all but a few sta'es, the actual minimum status of edu-
cation was determined by the economic ability of local districts
to support schools rather than the social needs for education.

2. The minimum program actually guaranteed was in nearly
every state far below the program provided in communities of
average wealth. .

3. An analysig of the methods used by the different states to
measure educational need revealed that no state was using as re-
fined measures as were available. Measures in use were in-
equitable in one or more of the following respects: treatment for
variation of size of school, treatment of districts of the same
size, caring for the higher costs of high schools, car’. . for non-
residence, consideration of costs of living, consideration of trans-
portation and consideration of capital outlays.*®

Henry C. Morrison

Morrison is sometimes forgotten by those studying the theory
of state school financing. He is perhaps more noted for his
theories of instruction and curriculum than for his theories in
school finance. However, Morrison wrote an important book,
School Revenue,? in which he made some significant contribu-
tions to the literature on school finance. He noted the great in-
equalities of wealth among school districts that caused great in-
equalities in educational opportunity. He observed that consti-
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STATE SUPPORT FOR PUBLIC SCHOOLS 13

tutionally education was a state function and that local school
districts had failed to provide that function efficiently or equi-
tably. He asserted that attempts to provide equal educational
opportunities by enlarging school districts, by offering state
equalization funds—such as those advocated by Mort—or by
offering state subsidies for special purposes had failed. He
theorized that those measures would continue to fail to meet
educational needs and, at the same time, to provide an equitable
system of taxation to support schools. Therefore, Morrison pro-
posed a model of state support whereby all local school districts
are abolished and the state itself becomes both the unit for taxa-
tion for schools and for administration of public schools. He
suggested that the most equitable forinm of tax for the state to use
for the support of schools was the income tax.

Morrison’s ideas on state school finance were not well re-
ceived. At that time, great emphasis was being given to local
initiative and local home rule. In fact, local self-government
was almost equated to democracy itself in the pol’tical thought of
Morrison’s time. The Cubberley, Updegrafi, Strayer, Haig, Mort
axis of thought was in the mainstream of American political
thought and, therefore, widely accepted.

However, the defects that Morrison saw in local school fi-
nancing are as evident today as in his time. Furthermore, edu-
cational opportunities are far from being equalized among school
districts within most states, and there is more complaint about
the inequities of local property taxes for schools than ever before.
It is interesting to note that in recent years Hawaii has estab-
lished a state system of education with no local school districts
that is similar to the model advocated by Morrison. The federal
Elementary and Secondary Education Aect of 1965 was enacted
by Congress largely for the purposes of remedying some of the
defects of the American system of education that Morrison
foresaw if the states continued to rely largely on local school
districts to perform state functions. Morrison’s model for state
school financing is not as far outside of the mainstream of Ameri-
can thought today as it was in 1930.

SOME TRENDS IN SCHOOL FINANCING 1890-1930

The first section of this chapter is devoted to a discussion of
the development of the basic theories and concepts of state sup-
port. Practically all of these theories were developed prior to

[P
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16 STATUS AND IMPACT OF FINANCE PROGRAMS

1930. This section deals with some major trends in school fi-
nancing between 1890 and 1930.

Mort made a study of trends in state support, 1890-1930.28
Table 1-1 is adapted from that study. In that study, Mort did
not distinguish between state and federal funds. But since fed-
eral funds, exclusive of sixteenth section funds, comprised only
0.3 percent of total school revenue by 1930, Table 1-1 can be con-
gidered as a valid presentation of trends in state funds. It
will be noted that these funds increased from approximately
$34,000,000 in 1890 to approximately $372,000,000 in 1930.

Table 1-2 shows trends in percent of revenue from state and
federal sources from 1890 to 1930. It will be noted that state
funds (including a negligible amount of federal funds) declined
from 23.8 percent of total revenue in 1890 to 17.3 percent in
1930. This decline in percentage of total revenue was not due to
a decline in state revenue but rather due to large increases in
local school revenue, egpecially during the decade following
World War 1. The demands for public education, especially for
universal secondary education became insistent during that dec-
ade. However, the taxpayer in local school districts provided
proportionately more of the school revenue to meet that demand
than did state legislatures.

TRENDS IN STATE SUPPORT 1930-1970

In this section trends in total expenditures, trends in revenue
by level of government and trends in percent of revenue from
state sources by state are presented.

Trends in Total Expenditure

Expenditures for the public schools have increased greatly
since 1930 as determined by any valid method of measurement.
An analysis of increases in school expenditures since 1930 is pre-
sented in Table 1-3. Column 2 of this table shows that total ex-
penditures for the public schools (uncorrected for the decreased
purchasing power of the dollar and increased attendance) in-
creased from $2,307,009,00C¢ to $39,489,000,000 or 1,612 percent
between 1930 and 1970. This is an invalid measure of increases
in school cost but it is the figure that frightens taxpayers. Column
3 of Table 1-3 shows that the cost of living increased 114 percent
between 1929 and 1969. When expenditures for all years are
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TABLE 1-2

PERCENTAGE OF PUBLIC SCHOOL REVENUE DERIVED
FROM FEDERAL AND STATE SOURCES, 1890-1930*

State 1890 1900 1910 1920 1930
Continental United States 23.8 20.3 18.1 16.8 17.3

Alabama 67.7 82.3 741 51.3 40.8
Arizona 1.0 4.0 74 18.7
Arkansas 48.9 31.1 35.3 23.7
California 51.6 48.7 28.1
Colorado 5.2 4.0 2.3
Connecticut 19.9 15.9 14.0
3 Delaware 24.0 32.T -
Florida 13.6
: Georgria

B Idaho

i Illinois

Indiana

Iowa

' Kansas

i Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West. Virginia
Wisconsin
Wyoming
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*Adapted from The National Survey of School Finance-State Support for
Public Education by Paul R. Mort and Staff. Washington, D. C.: The
_American Council on Education, 1933.
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STATE SUPPORT FOR PUBLIC SCHOOLS 19

converted into the purchasing power of 1969 dollars, it is noted
from Column 4 that the total increased 700 percent. But av-
erage daily attendance increased 99 percent during this 40 year
period and Column 6 shows that the expenditure per pupil in
terms of the purchasing power of 1969 dollars increased from
$238 to $936 or 302 percent between 1929-30 and 1969-70. This
is a fairly valid measure of the increase in school expenditures,
however, it does not take into consideration the increases in the
types of educational services rendered, some of which, such as
vocational education and education for exceptional children are
very expensive. Furthermore, this figure does not take into con-
sideration the increase in the quality of the services rendered. It
is not possible to measure objectively the cost of providing this
increase in the quality of the educational services provided.

Another way of measuring the increase in costs of education
ig'to compare the increase in expenditures for education during
the past forty years with the increase in the gross national prod-
uct. Column 7 of Table 1-3 shows that 2.2 percent of the gross
national product was expended for the public schools in 1929-30
and 4.2 percent in 1969-70. This is a substantial increase of 91
percent. The growth of the national economy has made the
great increases in expenditures for education possible. How-
ever, education has contributed greatly to the growth of the na-
tional economy.*®

Trends in Revenue by Level of Government

Trends in revenue for the public schools from 1929-30 to
1969-70 from federal, state and local sources are presented in
Table 1-4. It is noted from this table that school revenues from
each level of government have increased substantially during
the past fovty years but the percentage of the total from each
level has chaiged. The proportion from the federal government
increased from 0.3 percent to 6.6 percent; increased from state
sources from 17.0 percent to 40.7 percent: and decreased from
local sources from 82.7 percent to 52.7 percent. About 98 percent
of all local school tax revenue is derived from property taxes.
Numerous studies have shown that the property tax in modern
times is the most inequitable of all major types of taxes.’c Al-
though there has been a trend during the past forty years to in-
crease the percentages of school revenue provided from state and

.30
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20 STATUS AND IMPACT OF FINANCE PROGRAMS

TABLE 14

TRENDS IN SOURCES OF SCHOOL REVENUE RECEIPTS
BY LEVEL OF GOVERNMENT
(In Millions of Current Dollars)

Federal State Local Total
Per- Per- Per- Per-
Year Amount Cent Amount Cent Amount Cent Amount Cent
1929-30 .7 03 364 17.0 1,728 827 2,089 100.0
1939~-40 40 685 30.3 1,536 67.9 2,261 100.0

1.8
1949-50 156 2.9 2,166 39.8 3.165 57.3 5,437 100.0
1959-60 649 4.4 5,766  39.1 8,332 56.5 14,747 100.0
1969-70 2,645 6.6 15645 40.7 20,286 52.7 38476 100.0

Source of Data: TU. S. Office of Education except for the year 1969-70
: zyhich was estimated by the National Education Associa-
ion. :

federal sources, the major portion of school revenue was still ob-
tained from local sources in 1970.

Trends in Revenue from State Sources by State

Table 1-5 shows the amount of revenue provided from state
sources by state from 1930 to 1970 by decades. This table shows
that the total amount of school revenue for the nation from state
sources increased each decade during the past forty years. The
total amount of school revenue from state sources in current
dollars (uncorrected for differences in the purchasing power of
the dollar) increased 77.3 percent between 1930 and 1940; the
increase was 228.2 percent between 1940 and 1950; 164.2 percent
between 1950 and 1960; and 173.4 percent between 1960 and
1970. The percentage increase in state funds was the greatest
in the 1940-1950 decade but the dollar increase was the greatest
in the decade 1960-1970. Although a few states did not increase
the amount of state funds each decade, all states increased the
total amount of state funds for the public schools between 1930
and 1970.

Table 1-6 shows the percent of school revenue provided from
state services for each state by decade from 1930 to 1970. It
will be noted from this table that the percent of school revenue
obtained from state sources increased from 17.3 percent® in
1930 to 40.7 percent in 1970. This is a major shift in sources of
revenue. However there has been very little change in the per-
cent of revenue from state sources during the past 20 years. In
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TABLE 1-6

PuBLIC SCHOOL REVENUE DERIVED FROM STATE SOURCES, 1930-1970
(In thousands)

State 1930 1989-40 1949-50 1959-60 1969-70
U.S. Overall $372,193 $659,868 $2,165,689 $5,721,937 $16,645,366
Alabama 8,076 11,954 33,627 121,873 257,717
Alaska — — — — 38,489
Arizona 2,208 2,204 11,546 44,512 165,127
Ark_ansas 3,913 6,084 26,339 44,209 112,384
California 26,5631 78,234 236,753 764,793 1,550,000
Colorado 863 1,179 9,927 32,498 106,000
Connecticut 3,428 2,762 15,376 78,982 210,000
Delaware 4,590 4,12 . 10,141 42,700 87,900
Florida 2,765 12,402 50,138 194,970 608,727
Georgia 4,807 15,409 51,863 154,046 377,546
Hawaii — — — — 149,000
Idaho 828 1,108 5,478 15,111 51,000
Illinois 4,055 13,301 58,185 168,739 797,649
Indiana 4,680 18,584 56,484 109,942 $60,000
lowa 2,129 472 18,298 24,981 167,000
Kansas 663 3,316 20,668 38,860 117,404
Ken_tucky 5,841 10,570 23,992 69,025 235,000
Louisiana 5,359 14,274 73,889 192,809 331,890
Maine 3,126 1,778 7,121 15,665 78,500
Maryland 3,952 5,686 29,747 88,038 300,901
Mgssachusetts 8,225 7,937 26,750 63,439 200,000
Michigan 20,200 41,902 143,387 327,355 770,000
Minnesota 10,155 16,120 41,104 127,613 365,000
Mississippi 6,203 6,053 18,549 77,541 162,000
Missouri 5,413 17,572 © 40,687 85,861 255,972
Montana 1,970 944 7,374 16,144 45,000
Nebraska 1,411 180 2,669 6,656 42,378
Nevada 475 439 2,447 15,300 40,500
New Hampshire 640 396 947 2,376 9,400
New Jersey 21,629 6,003 34,656 127,508 429,000
New Mexico 1,550 3,955 28,549 68,812 128,174
New York 89,059 117,508 238,496 653,389 2,071,000
North Carolina 6,969 26,752 91,294 185,917 571,559
North Dakota 1,403 1,342 6,142 14,429 28,500
Qhio 5,702 48,529 81,924 205,483 560,000
Qklahoma 3,348 13,080 46,106 51,182 142,934
Qregon 455 75 20,679 52,962 97,000
Pennsylvania 23,891 36,715 117,279 388,970 1,039,369
Rhode Island 1,198 1,202 4,503 11,485 51,259
South Carolina 3,981 8,126 32,820 95,833 245,000
South Dakota 1,726 1,029 2,838 4,858 14,500
Tennessee 5,367 8,633 51,255 109,708 257,000
Texas 32,341 34,314 170,729 362,849 775,000
Utah 3,756 4,453 + 14,824 41,021 111,615
Vermont 693 771 8,230 6,830 21,040
Virginia 6,372 8,469 34,692 89,539 300,000
‘Washington 8,498 18,555 68,6562 185,055 400,000
West Virginia 2,174 14,273 45311 65,350 134,500
‘Wisconsin 7,947 8,100 20,978 70,290 256,932
Wyoming 1,658 240 6,383 16,931 18,500

Source of Data: TUnited States Office of Education except for the year
1969-70 which was estimated by the National Education
Association.
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e TABLE 1-6
i
! PERCENTAGE OF SCHOOL REVENUE DERIVED
1 FROM STATE SOURCES, 1930-1970
3 (In thousands)
State 1930 1940 1950 1960 1970
U.S. Overall 17.3% 29.2 39.8 39.4 40.7
Alabama 40.8 54.1 71.6 65.3 63.0
Alaska —_— — — —_— 43.7 i
Arizona 19.6 18.8 33.8 34.0 47.5 i
Arkansas 33.7 43.2 58.1 46.6 45.56 H
California 25.6 45.9 413 40.6 35.0 j
Colorado 3.2 5.0 20.2 19.5 25.3 :
Connecticut 8.1 8.7 23.6 34.6 33.1 3
Delaware 87.9 84.4 83.5 82.5 70.6
Florida 22.8 50.4 - 50.8 56.5 56.5
Georgia 35.6 56.8 . 574 64.0 58.7
Hawaii — — _ —_ 87.0
Idaho 7.9 10.7 23.5 27.6 43.2 .
Illinois 5.3 10.0 16.5 20.6 344 h
Indiana 5.5 32.2 374 29.9 34.9 E
Towa 4.3 11 19.1 12.0 30.1
Kansas 1.7 10.9 24.0 19.2 26.1
Kentucky 26.1 40.0 356.1 45.8 52.6
Louisiana 26.9 52.3 69.6 70.2 58.3
Maine 28.6 15.6 27.8 25.8 449
Maryland 17.7 21.6 38.3 34.2 35.2 i
Massachusetts 9.5 10.0 20.5 20.0 20.0
Michigan 18.2 41.6 53.4 43.2 45.1
Minnesota 20.6 31.7 36.2 39.7 43.4
Mississippi 33.5 37.1 47.8 56.5 51.6 i
Missouri 10.6 32,1 38.9 31.0 34.5 ;
Montana 141 7.2 25.3 23.6 30.9 |
Nebraska 5.4 1.0 6.2 6.5 20.0
Nevada 19.9 17.0 36.5 51.3 39.2
New Hampshire 9.0 5.1 6.2 6.3 3.5
New Jersey 21.2 5.5 19.0 23.7 28.5
New Mexico 21.8 45.3 86.0 74.4 62.7
New York 27.6 33.1 40.0 39.5 45.4 :
North Carolina 16.6 65.8 67.5 66.7 70.9 ;i
North Dakota 11.1 12.8 27.0 26.4 27.2
Ohijo 4.1 35.3 31.4 27.7 31.6
Oklahoma 10.6 34.0 56.5 2717 40.8
Oregon 2.3 A4 28.6 29.3 20.6
Pennsylvania 13.9 21.0 36.1 45.8 46.9
Rhode Island 8.6 10.3 20.2 23.2 34.5 N
South Carolina 25.5 48.6 55.2 66.6 61.6 .
South Dakota 10.1 7.6 12,1 8.9 13.6
Tennessee 24.7 33.3 56.9 58.0 49.3
Texas 42.6 39.4 61.8 50.0 42.8
Utah 33.6 37.3 50.3 44.0 -51.4
Vermont 12.2 14.5 27.6 24.8 28.6
Virginia 27.9 31.2 39.6 37.0 36.6
Washington 28.9 57.9 65.6 61.6 58.8 E
West Virginia 8.3 50.7 62.7 52.9 48,2 &
S Wisconsin 17.0 17.2 17.4 22.6 29.4
e Wyoming 27.1 4.3 42, 47.5 25.4 )
Source of Data: United States Office of Education except for the year §
1970 which was estimated by the National Education
- Association.
*Includes 0.3 percent of federal funds.
{
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STATE SUPPORT FOR PUBLIC SCHOOLS 23

1949-50 state sources provided 39.8 percent of school revenue
which is only 0.9 percent less than the percent provided in 1969-
70.

Only three states, New Hampshire, Delaware and Wyoming,
provided a lower percent of revenue from state sources in 1969-
70 than in 1929-30.

SOME POLITICAL, ECONOMIC AND HISTORICAL
FACTORS INFLUENCING STATE SUPPORT::

Many of the basic problems and issues of state school finance
cannot be separated from the problems and issues of federal and
local public school financing. What should public education
cost? What percent of the gross national product should be al-
located to the public schools? These questions can never be
finally answered because conditions are continually changing
and, therefore, the answers are continually changing. It is true
that less than 2 percent of the gross national product was allo-
cated to the public schools at the beginning of the century and
approximately 4.2 percent in 1970. But no governmental au-
thority at the federal, state, or local level ever made any con-
scious decision concerning what percent of the gross national
product should be allocated to the operation of public schools.
The 4.2 percent of the gross national product allocated to the
public schools in 1970 was merely the summation of the results
of thousands of battles for revenue fought in the 18,000 local
school districts of the United States, hundreds of battles in the
50 state legislatures, and dozens of battles in Congress. The
percent of the gross national product that has been allocated to
public education since the beginning of this century has borne
only an accidental relationship to school needs. .

Perhaps this unplanned method of allocating the gross na-
tional product to different sectors of the economy is the natural
condition in a mixed private enterprise-government economy
such as we have in the United States. In the private sectors of
our economy, the gross national product is allocated in the mar-
ketplace; in the government sector, it is ailocated through politi-
cal processses.

Political and economic fuctors and historical events, such as
wars, depressions, and threats to national security, all have had
some effect on the development of state aid. These same factors
also have had some effect on federal aid, which actually is easier
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24 STATUS AND IMPACT OF FINANCE PROGRAMS

to trace. But that is not the task of this chapter. Let us exam-
ine briefly, then, some of the effects of these factors and events
on state aid.

As has already been pointed out, Cubberley noted at the be-
ginning of the twentieth century that the industrialization of
the nation had created great inequalities in wealth among school
distriets. This same fact was noted by every researcher on state
aid, and it was used as a powerful argument for state aid. Ad-
vocates of state aid have continuously appealed throughout this
century for the extension of state aid programs in order to equal-
ize educational opportunity. Why has it taken so long to develop
adequate state aid programs throughout the nation? Why did
many states still have inadequsate state aid programs as late us
1970? The causes of the successes and failures in the develop-
ment of state aid programs no doubt have varied greatly from:
state to state, for they vary greatly in their political liberalism
versus their political conservatism. The political liberal con-
siders it the responsibility of central government to equalize
educational opportunity by means of adequate programs of state
or federal aid. The political conservative fears the control of
central governments and is willing to sacrifice the ideal of equal-
ization of educational opportunity in order to preserve ‘“home
rule” in government. e considers it socialist doctrine to advo-
cate the taxing of wealth in rich school districts or rich states in
order to equalize educational opportunities among school districts
and among states.

The conservative point of view with respect to state aid pre-
vailed in most states throughout the first two decades of the
twentieth century. Liberal arguments, such as those voiced by
Cubberley, fell largely on deaf ears. However, this attitude
began to change after World War I, a war we fought “to make
the world safe for democracy.” We may have failed to make the
world safe for democracy, but the war undoubtedly caused us to
want more democracy in education in the United States. Younz
men from all over the United States were brought together in the
armed services, and great differences were noted in the education
of men from different sections of the nation. A national demand
developed to make the opportunity for a high school education
universal. The demand for the extension of opportunities for
high school education in the years immediately following World
War I served as a great stimulus to the development of state aid.
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World War I also accelerated the rate of change of the United
States from an agrarian to an industrial society. The war
started the breaking up of the parochialism and the isolation
of rural America, The automobile industry, led by the Model
T, further promoted the mobility of the population. An indus-
trialized, mobile population needed much more education than an
isolated rural population. This fact had long been known to the
educational leadership of the states. It began to be recognized
by the state political leadership in the decade following World
War I. State aid for the public schools more than doubled be-
tween 1920 and 1930.

The Great Depression had a profound effect on school finan-
cing. In 1930, avyout 82 percent of school revenue came from
local sources, and practically all incal school tax revenue was de-
rived from property taxes. During the Depression, property
taxes became increasingly onerous as thousands of people lost
their homes, farms, and businesses. The injustice of being re-
quired to pay property taxes when the taxpayer had no income
became a political issue in many states. The opposition to prop-
erty taxes during this period provided an opportunity for the
advocates of state aid to advance their programs. ’

World War II also had an important effect on school finan-
cing, for it accelerated the development of technology nationally,
even more than World War I. It became apparent to all in-
formed observers, during and immediately after World War II,
that an education was a necessity not only for the benefit of the
individual but also for the welfare of society. The demands for
an improved quality of education became ingistent throughout
the nation. Furthermore, inflation was causing a rapid increase
in prices that far exceeded any increase in the property tax in-
come of the schools.. The problem was further complicated by

a “baby boom” starting in 1946 and continuing throughout the.

1950’s.

Studies were conducted in many states in order to deal with
this situation. There was a great demand to find sources of
revenue for the public seheols that would correspond more closely
with price changes and school enrcllment than property taxes.
Furthermore, the ownership of property was becoming less re-
lated te the sources of the income of the people. For example,
58 percent of the national income was derived from compensation
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26 STATUS AND IMPACT OF FINANCE PROGRAMS

of employees in 1929, but this had inereased to more than 72
percent in 1969.

This chapter has presented a brief history of the development
of state support for the public schools. Chapters 2, 3, 4 and 5 of
this volume present information by which the state financing
system of each of the states may be evaluated.

FOOTNOTES.

1. Paul R. Mort, The National Survey of School Finance: State Sup-
port for Public Education (Washington, D. C.: The American Council on
Eduecation, 1933, p. 24).

2. Ibid., p. 26.

3. In this chapter, the terms “state support” and “state aid” are used
interchangeably,

4. This section is abstracted largely from Chapter 4, “State Financing
of Elementary and Secondary Schools” by R. L. Johns in Education in the
States: Nationwide Development Since 1900, Edgar Fuller and Jim B.
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versity Press, 1962).
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22. Ibid., p. 1.

28. Ibid., p. 8. .
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the terms equalization program or minimum program.
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CHAPTER 2

Classification of State School Funds

KERN ALEXANDER, 0OSCAR HAMILTON
b . AND
Cp DouGLAS FORTH
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& No two states finance their public schools in the same way.
While each state, except Hawalii, utilizes both state and local tax
"sources, the amounts contributed by level of government and the
> methodology used to combine the state and local tax dollars are
% different in every state. )
r Many factors, historic, social, economic, geographic, and psy- .
chological are undoubtedly responsible for this diversity. For
example, the historical development of Hawaii as a territorial
government has led to the adoption of a centralized system of fi-
nance whereby allocation decisions are made almost totally at
the state level. In New England and in some parts of the Mid-
west, the “town meeting” philosophy still prevails to a large ex-
tent, and is reflected in school finance programs which generally
depend on local rather than state taxation and decision making.
On the other hand, in the Southeast, social and economic condi-
tions have probably worked in concert to form larger school dis-
tricts, and in some of these states county unit school systems
have been legislatively mandated. The reorganization and con-
golidation of smaller districts in the South may have gained pri-
mary impetus from a lack of local fiscal ability, causing creation
of larger, more efficient units. In any case, as persons versed in
the history of American education can testify, the array of condi-
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30 STATUS AND IMPACT OF FINANCE PROGRAMS

tions causing educational differences in states are endless. The
simple fact of the matter is that each state’s educational program
has developed in a separate and sovereign state government, and
except for federal constitutional and statutory influences, each
has developed, more or less independently, its own fiscal and edu-
cational structure.

The idiosyncrasies of the states are manifested in variations
in governmental levels of support—high and low percentages of
state aid, specificity of grants leading to more or less state con-
trol of funds, varying degrees of equalization among school dis-
tricts—and in types of educational programs identified by state
legislatures.

The purpose of this chapter is to classify and describe the
array of fiscal mechanisms by which states redistribute tax dol-
lars for the public schools. To accomplish this, state school aid
programs are classified by method and by purpose.

DESCRIPTICN OF STATE SCHOOL FINANCE PROGRAMS

Few attempts have been made to classify and describe the
methods by which states allocate funds to local school districts.
Over the last quarter of a century, the United States Office of
Education has sporadically made reports on the status of school

finance in the United States. A few of these studies have

focused on the purposes and methods adopted by each state to
finance education. Such descriptive studies are, in and of them-
selves, rather monumental when one considers the problems in-
herent in attempting to describe over 400 school finance funds
in 50 states, with each state having its own vocabulary, informa-
tion system and reporting techniques.

By reviewing these U. S. Office of Education publications, one
can identify two commonly used methods for describing systemsy
of state school finance. One of these methods categorizes the
various state school funds into what is called general and special
grants. The general grant is usually the large basic state aid
program which is non-restrictive and can be used with wide local
discretion. The special grant is descriptive of what has come to

" be known as categorical aids which zero in on a particular edu-

cational need as identified by the state legislature. The special
or categorical subventions tend to limit local administrative pre-
rogative in their use.
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CLASSIFICATION OF STATE FUNDS 31

The broad classifications of general and special are then
further broken down into flat and equalizing subcategories. The
designation of a fund as a flat grant means that it is distributed
uniformily on a per pupil or some other unit basis and goes to all
districts alike regardless of local school district wealth. The
equalizing subvention is one which takes local fiscal ability into
consideration and theoretically allows greater state funds based
on the relative wealth of local school districts. Table 2-1, show-
ing the total of all state school funds, uses this classification tech-
nique.

A span of twenty years between 1949-50 and 1968-69 is given
in this Table indicating the trends in method of distribution be-
tween general and special funds and equalizing and flat distribu-
tions. Irom Table 2-1, one can observe the steady progression
toward greater usz of equalization programs. In 1949-50, only
44.9 percent of the total dollars were distributed through equal-
izing formulas, while in 1968-69, 77.5 percent of the funds were
distributed on a basis which took the fiscal ability of the school
district into account. Accompanying this trend is a tendency for
states to allocate resources through the larger general or basic
state aid formulas. A certain amount of ebb and flow is apparent
in shifts between general and special aid formulas, which indi-
cates a tendency for states to enact one large basic state aid for-
mula and then over a period of years to allow the large basic pro-

“gram to fragment into several smaller special purpose grants.

The national totals given in the Table can be greatly influenced
by changes taking place in very large states. For example, a
partial explanation for the increase in special aid fund allocations
between 1962-63 and 1968-69 can be attributed to California
which had nine special aid programs in 1962-63 totalling $131,-
290,957 or 16.84 percent of the total funds distributed in Cali-
fornia, while in 1968-69 this total had increased $414,685,613
and the percentage to 19.5.

Another method used by the U. S. Office of Education to ana-
lyze state school funds is a twelve-part typology' which provides
a more detailed breakdown of method of distribution. Here,
funds are analyzed in terms of variation in allotments based on
unit weighting or some other need designation, equalization of
fiscal capacity, purpose or use of grants, and extent of district
participation. This rather complicated classification can be re-
duced to four descriptive elements, as follows:
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CLASSIFICATION OF STATE FUNDS 33

(1) General and special purpose—General denotes funds used
for non-restrictive general operation while special identifies
funds of a restricted or categorical nature.

(2) Variable equalizing—The fund allocation is adjusted for
both educational need variations of children and the fiscal ca-
pacity of the local school district. Nonequalizing simply means
the fiscal capacity of the school district is ignored by the formula.

(8) Fized—Funds are allocated on a standard amount per
unit with no modification for local fiscal capacity or educational
need differentials.

(4) Universal and limited—Funds distributed to all districts
are universal, while funds distributed to only selected districts
are classified as Umited.

Using this typology of state school funds, the year of 1962-63
ig contrasted with 1968-69 in Table 2-2, This Table indicates
that variable equalizing funds have increased substantially over
this short period of years in every category except the limited,
special purpose category. Limited, special purpose represented
a minute part of the whole in 1962-63 and constituted an even
smaller percentage in 1968-69. Table 2-2 supports the conclusion
that legislatures are tending to place more emphasis on equaliza-
tion through the use of adjusted units of educational need and
local fiscal ability measures. In keeping with the trend shown
in Table 2-1, the universal, special purpose category is shown in
Table 2-2 to have increased rather significantly during the short
period from 1962-63 to 1968-69.

Probably the most noticeable feature of both tables is the
total increase in state funds from a little over $6.5 billion in
-1962-63 to over $12.6 billion in 1968-69. This reflects a trend by
states to increasingly rely on taxes collected at the state level to
provide support for the rising costs of education.

NATIONAL EDUCATIONAL FINANCE PROJECT
CLASSIFICATION

Although the two techniques described above are quite useful
in most circumstances, they each have the inherent limitation of
assuming that equalization exists when, in fact, the nct effect of
the fund may be to provide little or no equalization. State funds
having extensive equalizing qualities are classified the same as
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34 STATUS AND IMPACT OF FINANCE PROGRAMS

TABLE 2-2

ESTIMATED AMOUNT AND PERCENT OF STATE DISTRIBUTIONS
BY METHOD OF DISTRIBUTION USING MUNSE'S CLASSIFICATION

Estimated Estimated

Amount of Amount of

Distribution Distribution

(Millions)* (Millions)

1962-63 196869

Classification Amount Percent Amount Percent
Total $ 6,539 100.0 $12,620 100.0
Pixed : 2,190 33.5 3,648 28.9
Variable Equalizing 4,034 61.7 8,420 66.8
Variable Non-Equalizing 316 4.8 538 4.3
Universal, General Purpose 5,806 88.8 10,498 83.2
Pixed 2,007 30.7 2,327 18.5
Variable Equalizing 3,779 57.8 8,093 64.2
Variable Non-Equalizing 20 3.3 64 0.5
Universal, Special Purpose 1438 2.2 1,860 14.8
Pixed 112 1.7 1,222 9.7
Variable Equalizing 29 0.4 225 1.8
Variable Non-Equalizing 1 —_ 412 3.3
Limited, General Purpose 88 1.3 136 1.1
Fixed 8 0.1 24 0.2
Variable Equalizing 69 1.1 72 0.6
Variable Non-Equalizing 11 0.2 41 0.3
Limited, Special Purpose 502 .7 126 1.0
Fixed 63 1.0 75 0.6
Variable Equalizing 156 2.4 30 0.2
Variable Non-Equalizing 283 4.3 21 0.1

*Albert Munse, op cit., 1965, p. 46.

state funds possessing only moderate or very weak equalization.
Both of these classification methods also separate flat or fixed
grants from equalizing grants and, therefore, do not give credit
for the equalizing qualities which can be derived from providing
a given unit amount to rich and poor alike. Such a situation is
illustrated by North Carolina, where a high percentage of all
school monies are derived from state level taxation and redis-
tributed back to local school districts without taking local fiscal

avility into account. The two previously discussed classification

schemes identify North Carolina’s funds as non-equalizing, how-
ever, the actual impact of this state’s funds provides for substan-
tial equalization, since over 70 percent of all the funds are derived
from state resources.
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In order to avoid misinterpretations of the intent and impact
of state school finance funds, the National Educational Finance
Project has analyzed all state school funds using three different
techniques. TFirst, in this chapter all state funds are classified
as to their method and purpose. This classification does not at-
tempt to measure or even identify equalizing features. The sec-
ond approach is presented in Chapter 8 where Briley provides a
revenue profile for school districts in each state showing the im-
pact of local, state, and federal revenues on school districts with
1,500 or more pupils. The third view is provided by Johns and
Salmon in Chapter 4 where they concentrate entirely on the
equalization aspects of all state and local funds for education.
Their technique measures the extent of equalization derived
from finance formula manipulations in each of the states and
gives an equalization rating for each state. The first of these
classifications, funds by method and purpose, is given below.

Method

The classification of funds by method, as used here, has five
categories, they are: circumscribed, uniform, fiscal-modified,
client-modified, and fiscal-client-modified. None of the categories
reflect equalizing tendencies. Each category is simply descrip-
tive of the type of formula manipulation utilized by the legisla-
ture. For example, fiscal-modified indicates that the legislature
makes adjustments in the formula for the fiscal ability of the
school district; however, there is no attempt to show the degree
of correlation with wealth or whether the fund, in fact, fiscally
equalizes or disequalizes. Descriptions of the above categories
follow.

Type I, Circumscribed. Many states have funds which are
allocated on the basis of (a) circumstance of the local school dis-
tricts, (b) special conditions or imposed restrictions, and (c)
discretion or judgment of administrators. This type of fund is
limited to certain school districts and, therefore, cannot be con-
sidered in the same light as funds with universal distributions.?
Distributions with formulas based on geography or political or-
ganization, such as unorganized territories in Maine, are classi-
fied as circumseribed. Special legislation which imposes condi-
tions, such as funds to cities with over 100,000 population, are
classified as circumsecribed because of their limited application.
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Also included in this category are funds distributed at the dis-
cretion of the chief state 'school officer or other state official.
These funds include those allocated to districts for reasons of
emergency. (See Column I, Table 2-3.)

Type II, Uniform. Funds distributed on the basis of a given
amount per unit (per teacher, per pupil in average daily attend-
ance, per pupil in average daily membership, per pupil enrolled,
ete.) are all described as uniform. (See Column II, Table 2-3.)

Type 111, Fiscal-Modified. If a distribution formula takes the
fiscal capacity or wealth of the school district into account then
it is designated as having fiscal modification. Fiscal modification
can be based on any one of several wealth measures including as-
sessed valuvation of property, equalized valuation of property, in-
come or indexes of ability. (See Column III, Table 2-3.)

Type IV, Client-Modified. With the advent of the foundation
program concept, the notion that state aid programs should be
designed to meet variations in educational needs of children be-
came commonplace. Funds were no longer distributed totally
on a uniform per unit allocation. Several statcs weight pupils
based on high cost education programs. Districts containing
pupils with mental, physical, social, economic and other handi-
caps are allowed proportionally more money since it costs more
to bring handicapped children to a functional education level.
Such provisions in state aid programs are classified as client-
modified. Sometimes such mcdifications include adult education
courses and teacher training programs in addition to programs
for children, hence the use of the term “client” modified instead
of “pupil” or “child” modified. (See Column IV, Table 2-3.)

Type V, Fiscal-Client-Modified. Where state programs con-
tain weighting adjustments for both educational needs of the
clientele and fiscal ability of school districts, the category ic -alled
fiscal-client-modified. As will be observed, most basic state aid
formulas fall within this category. (See Column V, Table 2-3.)

Purpose

State school funds are allocated for a great number of pur- -:

poses, ranging from general unrestricted aid for current op~ra-
tion to very specific categorical aids such as driver education. It
is not always possible to identify all programs financed by a state
since in many instances specific educational programs are re-
quired by and subsumed in the basic state aid formula. No at-
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tempt is made here to ferret out the program benefits of each of
the large basic funds; for this reason one should not assume that
a state is not providing money for, say, culturally deprived chil-
dren simply because there is no categorical aid for that specific
purpose.

The classification design presented here categorizes all funds
for general, nonrestricted elementary and secondary use as basic
multi-program. TFoundation programs, or vther large “equaliza-
tion” aid funds are tyves of subventions which are classified in
the basic multi-program category.

Special categorical grants which have separate legislative
appropriations are classified as specific educational programs
according to purpose (early childhood education, compensatory
education for culturally deprived, exceptional or handicapped

. education including programs for gifted, vocational education,

adult and continuing education and junior-community college
education). It should be emphasized that all the state aid funds
considered here are distributed through the state education
agency or state department of education in charge of adminis-
tering the public or coinmon school program. Funds are not in-
cluded if they are channeled through other state agencies such
as separate junior college or vocational education boards or de-
partments. .

In addition to the broad programmatic areas listed above,
funds for transportation, school housing, textbooks and the like,
are classified as support programs and listed separately.

OBSERVATIONS ON METHOD AND PURPOSE

Nearly one-half (48.84 percent) of the total $12.6 billion
dollars distributed by states in 1968-69 was allocated through
formulas whick provided adjustments for both the clientele and
the fiscal condition of the school district (Table 2-3). Adjust-
ments for clientele (generally pupils) were usually made by
weightings for average daily attendance or average daily mem-
bership. These weightings were expressed both in terms of
pupil units and classroom units. Ocecasionally, adjustments were
made in terms of reimbursement expenditures for the previous
year. Allocation formulas with only fiscal modifications were
found in $2.36 billion or 18.67 percent of all funds distributed by
states (Table 2-3). Where funds were fiscally modified, the
states distributed the funds on a standard unit, adjusted for the

a4
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40 STATUS AND IMPACT OF FINANCE PROGRAMS

fiscal ability or inability of school districts. In these programs,
the relative needs of children are not taken into account. On
the other hand, $1.26 billion, or 9.96 percent, of all funds were
distributed on a client-modified basis (Table 2-3). . Here, no at-

“tention was given to the fiscal condition of the school district,
and the entire amount was allocated on some basis of legislatively

perceived educational need of the clientele.

Uniform or flat grants constituted $2.69 billion (21.81 per-
cent) of all state funds distributed (Table 2-8). As pointed out
above, uniform distribution provides for no fiscal modification
and no educational need or clientele adjustments other than a
standard unit designation. With this type of distribution, the
wealthy school district receives the same amount of funds per
unit as the poor district and no compensation is given for stu-
dents with high cost educational needs.

The smallest proportion of the funds was distributed through
circumseribed grants. Circumscribed funds accounted for about
$158 million or 1.22 percent of the total (Table 2-3). The
major portion of the circumseribed funds are found in New York
where over 50 million dollars are distributed for the aid of the
urban education, and in California where circumscribed funds
are appropriated for compensatory education, special education
therapists, lozal emergency assistance, and grants to teachers for
educational advancement.

Regarding purposes of distributions, over $10 billion or 85.53
percent of the total state funds were distributed through basic
multi-purpose programs (Table 2-4). These large grants, of
course, encompass current opcration and sometimes capital out-
lay and, in many cases have, as in Florida, special unit allot-
‘ments for exceptional children, kindergarten, vocational and
adult education. The funds for these special programs are dis-
tributed to the local school district in a lump sum, and no special
earmarking or accounting is generally required except that the
local school district must staff and provide facilities for the
designated program.

Thirty-five of the states have special funds for exceptional
and handicapped children and several of the other 15 states, such
as Kentucky, New York, and Georgia, have program provisions
in their basic state aid formulas (Table 2-4). The largest
amount of funds for exceptional and handicapped children is
funded by categorical grants in Cali“ornia where over $125 mil-
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lion is provided for such purposes. Pennsylvaria, Illinois, Michi-
gan and Washington all make very large cateyorical grants for
exceptional and handicapped children.

The emergence of state grants for compensatory education

" programs for culturally deprived children is a comparatively re-

cent phenomenon, gaining its impetus from the federal Elemen-
tary and Secondary Education Act of 1965. At least thirteen
states make special provisions for programs which can be in-
terpreted as being designed to assist culturally deprived children.
One fund in New York accounts for $52 million of the tfotal
$88.73 million categorized for this purpose.*

Vocational education programs are d1str1buted through sep-
arate special funds in 36 states {Table 2-4)." .Once again, as in
the case of exceptional and hand’eapped children, several states
include allocations for vocational education in their basic general
aid formula. These special funds account for $181.4 million of
the vocational educational funds in (he United States.

It is quite common for states to allocate funds separately for
support programs such as transportation, school housing, driver
education and textbooks. Special support grants for transpoi-
tation were $290.80 million. During the one year of 1968-69,
special support grants for school housing constituted $407.56
million dollars. Textbooks claim $121.87 million of the support
funds while driver education programs, categorically funded in

28 states, amount to $42.87 million. A detailed breakdown of

support programs is found in Table 2-5.

SUMMARY

The classification offered here leaves open the questlon of
équaljzation (to be treated in later chapters), and considers state
aid funds only as to the method of distribution. It is not in-
tended . in this presentation that the. implication be made that

funds classified as fiscal or client-modified are so modified in the

same degree—merely that funds so classified do contain evidence
of these considerations.

The apparent trend toward equalizing-type - dlstnbutmn_

methods, indicated by previous studies, is not denied in this
study—in fact, the preponderance of fiscal-client-modified monies
for basic multi-program use tends to confirm the trend.

* Chapter 9 of this book shows that the basi¢ state aid formulas in

several states tend to focus on lew achievement school districts.
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If all funds with fiscal modifications are summed, one finds
that over 67 percent of all state dollars are distributed, to some
degree, with fiscal capacity or wealth of local school districts
taken into account.

Similarly, client modifications are found in over 58 percent of
the funds. Contrasting client-modified funds with those with
fiscal adjustments, it might be said that legislatures give greater
attention to variations in fiscal ability of school districts than to
variations in the needs of the client population. However, such a
conclusion would ignore the fact that economic inadequacies of
school districts are, in most cases, symptomatic of educational
and caltural deficiencies of the population.

Table 2-6 is a summary of all state aid funds by method of
distribution and by purpose, showing dollars and the percentage
(within each method) allotted for various purposes. This rep-
resents the national picture which has been displayed, by state,
in Tables 2-3, 2-4 and 2-5.3

FOOTNOTES

1. Albert R. Munse, State Programs for Public Scheol Support, Office
of Education, U. S. Government Printing Office, Washington, D.C., 1965.

2. Ibid.,, p. 112,

3. Basic information for these tables was obtained from: Thomas L.
Johns, Public School Finance Programs, 1968-69, U. S. Government Print-
ing Office, Washington, 1969. ’
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CHAPTER 3

Variation Between School District
Revenue and Financial Ability

WILLIAM P. BRILEY

The extreme degree of variation of financial resources among
school systems has long been a problem confronting educators
in the United States. From 1905, when Cubberly® documented
the plight of small schools in New England, to 1970, investigators
have demonstrated that financial resource variation continues to
exist among school districts in different states, in the same state,
or even within a local area.

REVENUE VARIATION AND EDUCATIONAL
OPPORTUN:TY

Although the fact iy well known that school districts do re-
ceive varying amounts of revenue, there is no substantial con-
sensus as to the effects this variation has on educational oppor-
tunity. For example, in the report coordinated by Coleman? ref-
erence was made to the non-relatedness of pupil expenditure and
pupil achievement. This finding prompted some to conclude that
variation in financial resources had little bearing on educational
opportunity or educational output. However, it was alse pointed
out in the report that pupil achievement was directly related to
teacher characteristics of educational level and experience. Ade-
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50 STATUS AND IMPACT OF FINANCE PROGRAMS

quate salary schedules should reflect these characteristics. In
fact, it would be difficult to find any = 100l system in the United
i States which does not, to some degree, include level of training
and experience as factors in determining the amount of teacher
salary. Given that instructional salaries are usually the largest
: school expenditure item, it is difficult to accept a conclusion that
financial resource variation has little relationship to educational
opportunity. . :

Many factors other than teacher characteristics affect school
output. Such factors include cultural level of the parents, socio-
economic level of the home, physical and mental handicaps of
pupils, instructional supplies and materials and the appropriate-
ness of the training, experience and skills of the teachers. The
| question is not one of inherent financial resource uselessness.
Rather, the question is the amount of financial resources and how
to effectively utilize financial resources in optimizing school out-
put. ;

Assuming that efficient and reasonable allocation systems ex-
isted, it would be necessary to provide unequal amounts of reve-
nue per pupil to maintain equality of educational opportunity
among students differing in educational need. A physically or
emotionally handicapped child requires resources beyond those
of a normal child to achieve any degree of equality. School sys-
tems, however, not only differ with respect to student need; the
systems also differ in factors external to the educational pro-
grams. The cost to provide identical programs for identical stu-
dents could vary in different sections of the country. A rela-
tively inaccessible location could require higher building costs,
may involve an extensive school transportation system, and could
result in higher levels of personnel salaries. Large urban dis-
tricts may also have higher living costs and higher building
costs.
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SOME PREVIOUS STUDIES OF REVENUE VARIATION
AND FINANCIAL ABILITY

School districts within each state vary widely in equalized
valuation of property per pupil. Approximately 52 percent® of
all school revenue is obtained from local sources and from 97 to
98 percent of local tax revenue is derived from property taxes.
Therefore, it is not surprising that numerous researchers have
found that expenditure per pupil in many states are highly cor-
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related with property valuation per pupil. Awvailable research in-
dicates that variations in expenditure or revenue per pupil are
more nearly related to differences in the per pupil wealth of
school districts than necessary variation in costs per pupil result-
ing from differences in educational need.

Stephen J. Weiss,* recently evaluated 1,384 com:: - anities in
the states of Connecticut, Maine, Massachusetts, New Hamp-
shire, Rhode Island, and Vermont. The author employed the
ability measure of property valuation within each state at a fixed
ratio to full market value. Since this ratio was different for the
various states, the data were not comparable on an interstate
basis. While acknowledging the inherent weaknesses of property
valuation as the only financial ability measure, Weiss defended
his selection as follows: “ ... on purely practical grounds, in the
present situation property is the tax base accessible to schon!
boards who must raise funds locally.” Current expense per
pupil was the measure employed to indicate the qualitv of a
school program. Simple correlations between financial ab: ity
and current expenditure per resident pupil were significant v
every state Weiss studied. He concluded that the evidence ob-
tained supported the contention that property valuation is the
most important single factor affecting expenditures for educe-
tion.

James and others® have examined the relationship between
ability and expenditure for local school districts in Nebraska,
New Hampshire, Massachusetts, Wisconsin, New Jersey, Oregon,
California, New York, New Mexico, and Washington. The study
involved an analysis of T72 selected school districts having a
minimum size of 1,500 pupils and an instructional program en-
compassing grade levels one through twelve.

Ability measures, conezptualized in terms of a general tax
base, initially involved real property, personal income, and retail
sales. Due to the lack of data available at the district level,
however, the ability measures were reduced to estimates of equal-
ized property valuation and median family income. The ex-
penditure data were determined from current expense receipts.
Results of this study indicated that both property valuation and
median family income were directly related to current expense.

Research has not only indicated that local financial ability
was functionally related to expenditure, it has also indicated the
range of the relationship. In the previously cited study by
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Weiss the difference in financial ability per pupil between dis-
tricts at the 90th and 10th percentiles in each state were as fol-
lows: Maine ($22,000), Massachusetts ($29,700), Vermont
($41,400), New Hampshire ($42,500), Rhode Island ($19,400),
and Connecticut ($27,500). The relative ability ratios in each
state extend from a low of 1.8 to 1 for Rhode Island to a high of
7 to 1 for Maine. It should be noted that these figures did not
constitute the extreme points of each state, which Weiss omitted.

Earlier studies in other states did not omit the extreme vari-
ation in financial ability. Fitzwater® in an evaluation of school
district reorganization programs in thirteen stutes noted that
wide variations in financial ability existed in most states. In
particular, he related the following extreme cases:

1. In California, one district had $1,000,000 in assessed
valuation per pupil while another district had only $110 per
pupil, a comparison in ability of 10,000 to 1.

2. In Washington, the comparison in ability was 500 to 1.

3. In Illinois, within one county, the differences in firancial
ability were 150 to 1.

The American Association of School Administrators’ has also
documented the normal and extreme variations of financial abil-
ity. They have determined that “. .. it is not uncommon for the
richest district within a county to have 20 to 50 times as much
wealth per pupil as the poorest. ...” Moreover, the association
related the case of two adjoining districts in Polk County, Iowa.
One district had an assessed valuation per pupil of $216,271 while
the other had $1,668 per pupil. .

Although local government usually has provided most public
school revenue, state governments have accounted for an esti-
mated 40.7 percent of public school revenue for 1968-1969. Most
states have attempted to reduce the disparities resulting from
differential local financial ability by developing equalization fi-
nancing in the form of a foundation or other minimum educa-
tional level programs. However, as Weiss has noted in the New
England states:

“Regardless of the allocation pattern of state aid per pupil
in relation %o local wealth in the different states, expendi-
ture levels are still primarily related to local ability to
raise revenues.”
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In Missouri the situation appeared to be similar in 1967-68.
This recent study of public schools in Missouri, by Morphet and
Johns,? indicated that the basic state finance program “, .. guar-
antees more funds per pupil for the more wealthy than for the
less wealthy distriets. . . .” Moreover, excluding non-mandated
local contributions, the total state and required local district

" allocation favored the most able district, Clayton, over the least

able district, Fox, by a factor of 2.5 to 1.

THE NATIONAL EDUCATIONAL FINANCE PROJECT
STUDY OF VARIATION BETWEEN LOCAL DISTRICT
REVENUE AND FINANCIAL ABILITY®

Although the studies reported above have indicated that local
distriets vary widely in financial ability and that the amount of
financial resources available per pupil is associated with financial
ability, the research has not explored three important areas.
First, the investigations have typically been limited to a selected
number of states within the country; second, measures of finan-
cial ability have been considered regardless of whether they are
legally accessible at the local district level of government; and
finally, the research has usually been confined to expenditures
rather than sources of revenue.

To deal adequately with these areas, - national study was un-
dertaken in 1969 to examine the relatioriship between the amount
of revenue available to local school districts from federal, state
and local sources and the financial ability of those districts. All
states were considered except for the state of Hawaii which has
no local school districts.

Uniform measures of the relative taxpaying ability of local
school distriets are not available for all states. Approximately
97 to 98 percent of local school tax revenue is derived from prop-
erty taxes. Therefore, the equalized value of property is the
best single measure of local paying ability. Local taxpaying
ability for schools is really not “taxpaying ability” but rather the
accessibility the board of education has to property tax revenue.
In this study, equalized valuation of property was used as the
measure of local taxpaying ability if that measure was available.
If a state used an index of taxpaying ability to estimate the
equalized value of property, that measure was used. If neither
of these measures were available, the assessed valuation of prop-
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erty per pupil was used as the measure of the relative ability of
local school districts. Assessed valuation of property per pupil
is not as good a measure of local ability to pay property taxes as
equalized valuation. However, assessed valuation of property
per pupil is a measure of the relative “accessibility” of boards of
education to praperty tax revenue.

Local discricts initially considered in the study were those
which had a minimum size of 1,500 pupils in average daily at-
tendance, and an instructional program encompassing grades
one through twelve.’* The restriction on district size excluded
the extreme effects of small and inefficient public school opera-
tional units, and the comprehensive school distriet provided a
more coliparable basis for analysis. Financial ability and pupil
data were obtained for approximately 4,800 of these districts
through each state department of aducation.

Within each state all of the districts with an average daily
attendance of 1,500 or more which provided schools for at least
grades 1-12, were ranked in terms of the finanecial ability per
pupil recognized by that state. The two largest districts within
each state were initially selected. An additional fifteen districts
were selected from each state on an equal interval basis so that
the selected districts would approximate the total district finan-
cial ability distribution.’* For all selected districts additional
data were obtained in terms of the state plans of educational fi-
nance and each district’s revenue receipts for fiscal year 1968-
1969. Revenue data for the selected districts in each state were
categorized in terms of local revenue, state revenue for the basic
state program, state special purpose of categorical revenue, fed-
eral revenue, and total revenue.?

Data for the selected districts were examined in terms of two
questions. First, does a relationship seem to exist between finan-
cial ability and different sources of revenue per pupil within each
of the states? Second, whit is the significance or importance
of the relationship? If the most able district received $2,000
per child and the poorest district received only $200 per child,
the relationship is very important. However, if the wealthiest
district received $1,000 per child and the least able district re-
ceived $990 per child, the effects of the relationship are probably
inconsequential.

63



g SR ey e 4 R

T T I BT I D T AN T A I LW I T T Nt ST N A o e e S e T T P e e e e 7 U

DISTRICT REVENUE AND FINANCIAL ABILITY 55

The answer to the first question was sought by comparing the
financial ability distribution of the selected distriets with the
revenue per pupil received by those districts from different rev-
enue sources.’* Pearson Product Moment correlation cocfficients
provided the basis for this comparison. Answers to the secend
question were derived from an examination of the variation in
the amounts of revenue available per pupil in average daily at-
tendance in the selected districts of a state. It would, of course,
have been better procedure to make these comparisons in terms
of weighted pupils which would reflect necessary differences in
the per pupil cest of education. Unfortunately, weighted pupil
measuares were available in only a few states and even in those
states they were probably inadequate. However, it is believed
that the use of average daily attendance instead of weighted
pupils did not seriously affect the conclusions drawn from the
study. )

Results of the analysey are presented in two forms, graphical
and tabular.

Figure 1 presents a graph profile of a hypothetical state.
Selected school districts are arranged, from top to bottom, in
descending order of financial ability per child. Along the hori-
zontal axis, revenue per child is portrayed in terms of the re-
quired local revenue for the basic state program, the state reve-
nue for the basic state program, the special purpose categorical
revenue, the local revenue not required for the basic state pro-
gram, and the federal revenue. Figures 2-50, grouped in alpha-
betical order, are appended to provide some visual indication of
the relationships between financial ability and revenue per pupil.
The graph profiles offer a majcr advantage in that they\t provide
an integrated general interpretation of the relatedness and sig-
nificance of financial ability and revenue per pupil from diiferent
sources.

To amplify this one form of evaluation, two tables are pro-
vided which immediately follow the graph profiles. Table 3-1
presents the correlations between different sources of revenue
and financial ability for the sample districts in each state, and
also the ratios between tie highest and lowest distriet in each
state in terms of ability and total revenue per pupil. Table 3-2
indicates the percentages of toial revenue per pupil contained in
each revenue category.
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FIGURE 1.  An Example of a Bar Graph for Representing Revenues Available to
Selected School Districts

Analysis of Profiles

The profiles reveal some interesting consequences of the ma-
nipulation of alternative finance models. For example, more
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TABLE 3-1

ANALYSIS OF FINANCIAL ABILITY® AND REVENUE RECEIPTS® FOR
SELECTED ScHOOL DISTRICTS WITHIN EACH STATE

: Correlations
—_ Between Sources of Revenue
. Ré ;é;-imecr Pupil and Local Financial Ability®
t Financial Per Basic State
Ability  Pupil Locol State Categorical Federal
Stote Ratio®  Ratio® Revenue Revenue Revenue® Revenue
Col. 1 Col.2 Col.8 Col.4 Col.5 Col.6 Col.?
i
: Alabama 3.79 1.60 0.31 —0.07 —0.23 —0.20
Alaska 2.61 1.96 0.15 0.03 —0.42 —0.58
: Arizona 7.41 1.38 0.51% —0.67** 0.01 —0.14
I Arkansas 10.98 1.68 0.94** _0.47 0.55* —0.52%
E California 23.76 1.95 0.94%* —0.72** —0.23 —0.38
Colorado 2.50 1.84 0.69** —0.96%* 0.62** _-0.18
Connecticut 5.69 1.98 0.64*%* _0.50* 0.35 —0.01
Delaware 6.39 2.26 0.84%* 0.40 0.09 —0.23
Florida 3.18 1.50 0.89%* _0.74** —0.32 —0.43
Georgia 4.65 1.69 0.79*%* _—0.83*%* —0.55* —0.13
3 Idaho 2.70 1.67 0.89** _0.70*%* —0.04 —0.39
i Illinois 20.06 2.10 0.62%* —0.87** 0.14 —0.29
: Indiana 17.17 3.84 0.05%*% 0 92%* 0.50* 0.48*
Iowa 7.07 1.80 0.89*%* —-0.36 —0.32 —0.18
Kansas 3.75 2.01 0.80*%* —0.32 0.07 —0.50*
r Kentucky 8.60 1.47 0.89%*% . 78** 0.07 —0.74**
g Louisiana 52.70 2.46 0.94** _0.90** —0.12 —0.30
: Maine 11.16 2.41 0.70%* —0.52% —0.07 —0.56*
§ Maryland 2.74 1.50 0.92** __0.83*%* —0.21 —0.51*
- Massachusetts 10.35 2.20 0.87%%  __0.42 0.59* —0.25
Michigan 30.04 2.27 0.85%*% __0,94%* 0.17 0.13
) Minnesota 7.40 1.51 0.84**% —0.97% —0.34 0.21
; Mississippi 5.81 1.63 0.45 —0.54%* 0.88*%* —0.25
’ Missouri 25.12 3.90 0.98%* - 0.51%* —0.19 —0.45*
Montana 3.07 2.13 0.74*%* —0.66%* 0.14 --0.23
3 Nebraska 5.18 1.24 0.67** —0.22 0.27 —0.50*
i Nevada 2.72 1.31 0.96%* —0.91*% —0.18 —0.66**
3 New Hampshire 4.49 1.85 0.37 —0.51* —0.34 0.21
New Jersey 10.49 1.66 0.19 —0.45 ~0.37 —0.21
'i New Mexico 14.26 1.62 0.65%* 0.22 0.12 0.04
4 New York 10.55 1.62 0.86*%* —0.93** —0.36 —0.09
; North Carolina 3.60 1.54 0.47 —0.41 —0.48 —0.74**
Nortn Dakota 2.15 1.80 0.64** 0.7 0.50* —0.12
Ohio 10.68 2.11 0.95*%* —0.72%*% —0.34 —0.04
Oklahoma 4.42 1.38 0.94*%* —0.83** —0.10 —0.46
Oregon 2.75 1.40 0.26 —0.74%* 0.02 0.63**
Pennsylvania 10.65 1.78 0.95*%*% _0.87** —0.65** 0.22
Rhode Island 2.40 1.94 0.58* —0.74** 0.12 —0.566*
South Carolina 9.21 1.54 0.90** —0.34 0.50* —0.12
South Dakota 12.89 1.75 0.88%* _.83%* 0.35 —0.68%*
Q
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TABLE 3-1 (Continued)
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Cerrelations
Between Sources of Revenue
Total pgy Pupil and Local Financial Ability®

Revenue
Financial Per Basic State
Ability  Pupil Local State Catcgorical Federal
State Ratio® Ratio® Revenue Rcevenue Revenue' Revenue
Col. 1 Col. 2 Col. 8 Col. 4 Col. 5 Col. 6 Col. 7
Tennessee 3.74 1.71 0.61** —~0.69%* —~0.13 -0.29
Texas 84.52 2.65 0.97*%  —0.79*%* —0.09 —0.46
Utah 8.55 1.82 0.98** —0.90%* —0.15 0.81**
Vermont 2.81 2.33 0.50%  —0.72%%* 0.41 0.56*
Virginia 6.79 2.31 0.91%% 0. 75%* 0.17 -0.16
Washington 11.76 1.37 0.53* —0.75%* 0.36 - 0.20
West Virginia 3.63 1.73 0.90%* (. 75%* 0.14 —0.52*
Wisconsin 3.58 1.55 0.90%* —0.82%% 0.43 —0.38
Wyoming 3.63 1.63 0.95%* . (.88%* 0.20 —0.54*

"The financial ability measures employed were those mandated by each
state for local distriet participation in the basic state program.

"Revenues were considered in terms of local, basic state, state categorical
and federal.

‘Financial ability ratio represents the quotient between the most able
and least able districts within the state.

“The ratio of total revenue per pupil received by the district with the
highest amount when compared with the distriet which received the least
amount.

*Simple correlation coefficients between each revenue category and local
financial ability.

*Significant at the 0.05 level.

**Significant at the 0.01 level.

states use the Strayer-Haig-Mort equalization model for the ap-
propriation of state school funds than any other model. Actually,
in 1968-69, 34 of the 50 states were using some modification of
this model. The Strayer-Haig-Mort equalization model is based
on the assumption that the state and local school districts will
finance a minimum foundation program of education by a part-
nership plan. Under this plan, local districts make a required
minimum local tax effort in proportion to their taxpaying ability,
usually the ability to pay property tax. The state will provide
from state funds the difference between the costs of the guar-
anteed minimum program and the amount of funds which a dis-
trict can raise by a uniform required local tax effort in proportion
to taxpaying abilitv. The Strayer-Haig-Mort plan provides that
state funds per unit of need are apportioned in inverse relation-
ship to the taxpaying ability per unit of need of local school dis-
tricts. However, any finance model including the Strayer-Haig-
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b TABLE 3-2
" PERCENTAGE OF TOTAL REVENUE 3Y CATEGORY® FOR
b SELECTED SCHOOL DIsTRICTS WITHIN EACH STATE
f Basic State
¥ Local State Categorical® Federal
¥ Revenue Revenue Revenue Revenue
B State® Per Child Per Child Per Child Per Child
o
L Alabama 20% 55 . 49 219
i Alaska 39 48 3 10
& Arizona 32 56 2 10
3 Arkansas 45 39 2 14
California 58 28 6 8
Colorado 61 18 10 11
Connecticut 78 2 3 3
Delaware 26 70 — 4
! Florida 31 54 5 10
d Georgia 28 56 3 13
3 Idaho 48 40 1 1
Illinois 67 24 4 5
3 Indiana 64 21 11 4
3 Iowa 61 34 1 4
Kansas 64 29 3 4
Kentucky 31 58 — 16
. Louisjana 39 49 5 i
! Maine 68 21 2 9
{ Maryland 56 27 - b 12
3 Massachusetts 79 12 2 7
B Michigan 42 4 1 6
3 Minnesota 55 34 15 6
5 Mississippi 22 53 6- 19
3 Missouri 62 24 3 11
j Montana 68 20 1 11
i Nebraska 76 11 4 9
i Nevada 54 36 1 9
" i New Hampshire 88 4 3 5
i New Jersey 82 13 1 4
New Mexico 14 56 9 21
New_ York 45 48 4 3
¥ North Carolina 21 53 11 15
North Dakota 64 24 4 8
4 Ohio 64 30 1 5
] Oklahoma 61 21 9 9
Oregon 73 19 4 4
Pennsylvania 53 36 6 5
Rhode Island 62 32 2 4
South Carolina 26 44 11 19
. k‘ South Dakota 69 9 3 19
I ’
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TABLE 3-2 (Continued)

Basie State

Local State Categorical® Federal

Revenre Revenue Revenue Revenue

State® Per Child Per Child Per Child Per Clald
Tennessee 35 44 3 18
Texas 52 22 17 9
Utah 37 51 1 11
Vermont 72 25 2 1
Virginia 54 30 4 12
Washington 38 45 9 8
West Virginia 34 49 3 14
Wisconsin 72 21 2 5
Wyoming 65 25 9 1

“The rcwenue categories considered in this analysis were total local reve-
nue per pupil, busic state revenue per pupil, state categorical revenue per
pupil and federal revenue per pupil.

“All states were considered except for the state of Hawaii, which con-
tained no local school districts for the year 1968-¢9.

<All state categorical aids wore considered except those specifically al-
located for ¢ »ital outlay, debt service, or transportation.

Mort equalization model can be manipulated sc that different
variations of the model will have widely different effects on the
ecualization of educational opportunity.

Let us contrast the profile of Icaho, shown in Figure 12 with
a profile of Indiana shown in Figure 14. Both states use the
Strayer-Haig-Mort equalization model. Ignoring federal funds,
it is noted from Figure 12, that approximately 3/4 of state and
local revenue in Idaho is included in the basic state program
guaranteed throughcut the state. This means that 3/4 of all
state and local revenue in Idahn is equalized. It will also be
noted frem Figure 12 that there iz very little difference between
the revenue per pupil from state and local sources of the districts
with the least wealth than revenue of the districts of the greatest
wealth. : :

The profile for Indiana presents a different picture. It will
be noted from Figure 14 that the basic state foundation program
guaranteed to all distriets in Indiana comprises only about 30%:
of state and local revenue. It will also ke ncted from Figure 14
that there iz a great deal of difference between the total revenue
available per pupil in the least wealthy districts in Indiana as
compared with the most wealthy.

Let us now examine the profile for Alabama shown in Fig. 2.

o et
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FIGURE 2.  Revenues Available to Selected School Districts {Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Alabama for 1968 - 1969
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There are only eight districts in Alaska having an ADA equal to or
greater than 1900." However, these districts account for more than
5 per cent of the tota! state ADA.

Revenues Available to Seiected Schaol Districts (Having 1500 and Above
in ADA and Ranging from the Most to the Least Wealthy) in Alaska for
1968 - 1969
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Revenues Available to Selected School Districts (Maving 1500 and
Above in ADA and Ranging irom the Most to the Least Wealthy)
in Arkansas for 1968 - 1969
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Revenues Available to Selected School Districts {Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)

in California for 1968 - 1969
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FIGURE 7. Revenues Available to Selected School Districts {Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
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in Delaware for 1968 - 1969
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FIGURE 10. Revenues Available to Selected School Districts {Having 1500 and

Above in ADA and Ranging from the Most to the Least Wealthy)
in Florida for 1968 - 1969
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FIGURE 11. Revenues Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Georgia for 1968 - 1969
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FIGURE 12, Revenues Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Idaho for 1968 - 1969
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FIGURE 13.

Categorical Revenue

*  The two largest school districts in terms of average daily attendance.

Revenues Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in lllinois for 1968 - 1969
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FIGURE 17.. Revenues Available to Selested School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
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FIGURE 20. Revenues Available to Selected School Districts {Having 1500 .and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Maryland for 1968 - 1969
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FIGURE 22. Revenues Available to Selected School Districts {(Having 1500 and
Above in ADA and Ranging from the Most to the Least Weaithy)
in Michigan for 1968 - 1969 :
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FIGURE 23.
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Revenue Available to Selected School Districts {Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Minnesota for 1968 - 1969
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FIGURE 24.

Categorical Revenue
*  The two largzst school districts in terms of .werage daily attendance.
Revenues Available to Selected School Districts {Having 1500 and

Above in ADA and Ranging from the Most to the Least Wealthy)
in Mississippi for 1968 - 1969
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DISTRICTS +Basic State Programj_—_,
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* The two largest school districts in terms of average daily attendance.

FIGURE 25. Revenues Available to Selected School Districts (Having. 1500 and
: Above in ADA and Ranging from the Most to the Least Wealthy)
in Missouri for 1968 - 1969
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DISTRICTS ——Basic State Program
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* The two largest school districts in terms of average daily enroliment.
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**  There are na_ vomprehensive schaol districts in the state of Montana.
The schoal districts indicated here were farmed by combining all of
the elementary and secondary school districts an a county unit basis.

FIGURE 26. Revenues Available to Selected School Districts {Having 1500 and
Above in ADE and Ranging from the Most to the Least Wealthy}
in Montana for 1968 - 1969
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FIGURE 27. Revenues Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Nebraska for 1968 - 196
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1 DISTRICTS :-—.Basic State Program
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*  The two largest school districts in terms of weighted average daily

attendance. .
There are only nine districts in Nevada having a W.A.D.A. equal to
or greater than 1500, However, these districts account for more
than 95 per cent of the total state W.A.D.A.

*%

FIGURE 28. Revenues Available to Selected School Districts (Having 1500 and
Above in W.A.D.A. and Ranging from the Most to the Least Wealthy)
in Nevada for 1968 - 1969
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FIGURE 2% :Revenues Availablé to Selected School Districts (Having 1500 and
Above in Average Daily Membership Ranging from the Most to the
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FIGURE 30. Revenues Available to Selected School Districts {Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
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DISTRICTS —»Basic State Program
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The two largest school districts in terms of weighted average daily
membership.

FIGURE 32. Revenues Available 1o Selected School Districts {Having 1500 and
Above in W.A.D.M. and Ranging from the Most to the Least Wealthy)
in New York for 1968 - 1969
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The two largest school districts in terms of average daily attendance,

Revenues Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in North Carolina for 1968 - 1969
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Thhe two largest school districts in terms of average daily member-
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FIGURE 34. Revenues Available to Selected School Districts (Having 1500 and
Above in ADM and Ranging from the Most to the Least Wealthy)
in North Dakota for 1968 - 1969
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DISTRICTS asic State Program
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* The two largest school districts in terms of average daily membership.

FIGURE 35. Revenues Available to Selected School Districts {Having 1500 and Above
in Average Daily Membership and Ranging from the Most to the Least

Wealthy) in Ohio for 1968 - 1969
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FIGURE 36. Revenues Available to Selected School Districts (Having 1500 and |
Above in ADA and Ranging from the Most to the Least Wealthy) k
in Oklahoma for 1968 - 1969
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DISTRICTS
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The two fargest school districts in terms of weighted average
daily membership.

These districts did not participate in the equalization portion of
the Basic State Program and did not have a required local revenue.

FIGURE 37. Revenues Available to Selected School Districts (Having 1500 and
Above in W.A.D.M. and Ranging from the Most to the Least Wealthy)
in Oregon for 1668 - 1969
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The two largest school districts in terms of weighted average daily
membership.

FIGURE 38. Revenues Available to Selected School Districts (having 1500 and
Above in W.A.D.M. and Ranging from the Most to the Least Wealthy)
in Pennsylvaiiia for 1968 - 1969
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*  The two largest school districts in terms of average daily attendance.

FIGURE 39

Revenues Available to Selected School Distri&s {Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Rhode Island for 1968 - 1969
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FIGURE 40. Revenues Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in South Carolina for 1968~ 1969
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Revenues Available to Selected School Districts (Having 1300 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in South Dakota for 1268 - 1969 :
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*  The two largest school districts in terms of average daily attendance.

FIGURE 42. Revenuss Available to Selected School Districts (Having 1500 and
Above in ADA and Ranging from the Most to the Least Wealthy)
in Tennessee for 1968 - 1969

110

P I

oL i

e e




R T o it Topma e it s et T T

S

O

'ERIC

Aruitoxt provided by Eic:

102 STATUS AND IMPACT OF FINANCE PROGRAMS
DISTRICTS p—sBasic State Program
&rgrews

Highipng N ==RRRRRRRIRR

el I 55— 200000000

Dallas I1SD*
fgrn
e,
Humble ISD
Sherman ISD
Dimmitt ISD SRR

‘Sul
Sulpharsp

‘Irsesarkana

Pslg\canwlle

Floresville

A& M Cons. | BRI
Alice ISD | B —freeeeseeeTIILI

Belton ISD  [RREIIZEZZ

?gB Felipe

T T T L] T T U
[} 100 200 300 400 500 4600 YOO

——

T T T T T T
800 900 1000 1100 1200 1300 1400

Revenue per Child in Average Daily Attendance, in Dollars

Required Local Revenue
E:I forqth{a Basic State Program
D]IDID Federal Revenue

w State Revenue for the Rasic
State Program

State Special Purpose
E Categor'i’cal Reve;pue

Local Revenue not Required
for the Basic State Program

* The two largest School districts in terms of average daily attendance.
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Alabama on paper uses the Strayer-Haig-Mort equalization
formula. However, it will be noted from Figure 2 that the re-
quired local revenue for the support of the basic state program
is so small a proportion of the program that the Alabama for-
mula is hardly a Strayer-Haig-Mort equalization formula but
more nearly a flat grant forinula such as the type used by New
Mexico, as shown in Figure 31.

Alabama includes 70% of its total state and local revenue in
its basic minimum progran: which is equalized throughout the
state. It has already been pointed out that almost all of that
revenue is provided from state sources. It will also be noted
from Figure & there is not much difference between state and
local revenue available for the least wealthy districts in Alabama
as compared with the most wealthy.

In New Mexico, approximately 71% of state and loeal revenue
is included in the basic program equalized throughout the state.
It will also be noted from Figure 31 that the differences between
per pupil revenue of the least wealthy districts and the most
wealthy districts are not great. From these two profiles, it is
apparent that as the amount of local effort required to support
basic state or foundation program guaranteed throughout the
state approaches zero that the Strayer-Haig-Mort Formula ac-
tually approaches the flat grant formula.

Let us now contrast Connecticut, shown in Figure 8 with the
state of New Mexico. Connecticut also used the flat grant for-
mula for its basic program. TUnder the flat grant formula or
model, the basic state program is supported entirely from state
funds with no local funds required. It will be noted from Figure
8 that the bhasic state program equalized throughout Connecticut
comprises only about 20% of state and local revenue. It will
also be noted from Figure 8 that the districts of least wealth in
Connecticut have considerably less revenue available per child
from state and local funds than the most wealthy districts.

It can be generalized from these profiles, that other things
being equal, the higher the percent of state revenue provided,
the greater the equalization of educational opportunity. This is
true, regardless of whether the Strayer-Haig-Mort equalization
formula is used to apportion funds or the flat grant formula.

If all school districts in a state would make the same effort in
proportion to ability, the wealthiest distriets would invariably
raise a greater amount of money per pupil from local property
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taxes than the districts of least wealth. That is, assuming that
property is assessed in all districts at the same percent of true
value and assuming that all districts levy the same local tax rate,
the amount of local tax revenue per pupil would be perfectly
correlated with the amount of wealth per pupil. This fact is
demonstrated in Figure 1. However, Figure 1 is the profile of a
hypothetical state, not a real state. An examination of the actual
profiles of 49 states, Figures 2 to 50 will show that the amount
of revenue per pupil from local taxes is not perfectly correlated
with wealth per pupil. It should be remembered that the dis-
triets included in the profiles are arranged in order of wealth per
pupil from highest to the lowest. However, the profiles show
that the effort in proportion to ability is much more nearly uni-
form in some states than in other states. For example, Figure
5 shows that in the State of Arkansas, the districts of least
wealth were generally raising considerably less money from local

. taxes per pupil than the districts of greatest wealth. This is

what one would expect if the districts of a state were making
somewhat near the same effort in proportion to ability. In
studying these profiles, in order to compare the amount of reve-
nue per pupil obtained from local sources, it is necessary to add
the amount of local revenue per pupil required in the basic state
program to the local revenue not required in the basic state pro-
gram.

Let us now examine Figure 29, which shows the profile for
the state of New Hampshire. There is not a great deal of differ-
ence in the amount of revenue available per child in the four
districts of least wealth from the revenue per child in the four
districts of greatest wealth. This is due to the fact that the dis-
tricts of least wealth in the state of New Harmpshire make a
far greater effort in proportion to ability than the districts of
greatest wealth., Throughout the United States the differences
among districts in the revenue available per child are not nearly
as great as they would be, simply because in many states the dis-
triets of the least wealth are making a much greater effort in
proportion to ability than the distriets of the greatest weaith.

The two largest school districts in each state were included
in the sample because many complaints have been made in recent
years that the states have been discriminating against the large
urban districts. The profiles show clearly that the states have
not been systematically discriminating azainst the large urban
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districts. The profiles show that the states have been providing
the large urban districts from a combination of state and local
funds required in the basic state program approximately the
same total amount of funds per pupil as is provided throughout
the state. It is true that some of the large urban districts have a
high percentage of high cost pupils, particularly the culturally
disadvantaged. Studies made by the National Educational Fi-
nance Project show that the same thing is true of many rural
districts, some medium and small sized cities and even some sub-
urban districts.’* The cost differentials for concentrations of
high cost pupils should be provided for in all classes of districts,
not just in urban distriets.

ANALYSIS OF TABLES

Tables 3-1 and 3-2 present additional information. They
should be use.i in conjunction with the profiles. Column 2 of
Table 3-1 shows the ratio of the wealth per pupil in the wealthiest
district in each state to the wealth per pupil in the district of
least wealth. It should be remembered that the sample of dis-
tricts from each state include only districts that have 1,500 pupils
or more in average daily attendance. Therefore, the actual
ranges in wealth per pupil may be greater than shown in this
table. It is observed from Table 8-1 that the ratio in wealth per
pupil ranged from 2.15 in North Dakota to 84.52 in Texas.

Column 3 of Table 3-1 shows the ratio of revenue per pupil
in the district having the greatest amount of revenue to the dis-
trict having the least amount of revenue. Since the sample in-
cludes only a maximum of 17 districts from each state and only
districts with an ADA of 1,500 or above, the actual variations in
each state in revenue per pupil may be greater than shown in
Table 3-1.

In 14 states the most favored districts in revenue have more
than twice the amount of revenue available per pupil as the least
favored districts. In 42 of the 49 gtates, the most favored dis-
trict has at least one and one-half times the revenue per pupil as
the least favored district. It is not assumed that all districts
need or should have the same amount of revenue per pupil. Asa
matter of fact the evidence presented in Volume III of the Na-
tional Educational Finance Project entitled Planning to Finance
Education shows clearly that the cost per pup11 is much higher
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for compensatory education for the culturally disadvantaged, for
the education of exceptional children and for vocational educa-
tion than for other pupils. Districts having a high concentration
of these types of high cost pupils need a greater amount of reve-
nue available per pupil than districts of lower concentrations of
high cost pupils in order to have equal educational opportunities.
Unfortunately, the number of high cost pupils in each of the
districts included in the samples for the 49 states was not avail-
able to the staff of the National Educational Finance Project.
Therefore, it was not possible to estimate how much of the vari-
ation among the districts was justifiably due to concentration of
high cost pupils. However, it is believed that very little of the
actual variation was due to this factor. The number of high cost
pupils in a district is associated with the socio-economic level of
a district, that is, the lower the socio-economic level the greater
the percent of high cost pupils in a district. In Chapter 9 of this
Volume, Van Fleet shows that instead of having more revenue
available per pupil in districts with the lowest socio-economic
level, the tendency is to have less revenue available per pupil.

Colurnns 4, 5, 6, and 7 of Table 3-1 show the correlations be-
tween per pupil revenues available from different sources and
the wealth per pupil in the school districts in a state. The posi-
tive correlation means that the district with the greatest wealth
receives the greatest amount of revenue per pupil from the source
indicated. A negative correlation indicates that the districts in
a state of least wealth receive the greatest amount of revenue
per pupil from the source indicated. It is to be expected that the
local school revenue per pupil would be positively correlated with
the wealth per pupil. It all districts in each stdate made the same
effort in proportion to ability, the correlation of local revenue
per pupil with wealth per pupil would be 1.0. However, column
4 of Table 3-1 shows that the correlation is less than 1.0 in all
49 states and in 7 states it is not even statistically significant.
This indicates that school districts vary greatly in most states
in the local tax effort made to support schools in relation to abil-
ity.

Column 5 shows that most states apportion basic state funds
in inverse relation to ability. That is, basic state funds are used
to equalize differences in local taxpaying ability among the dis-
tricts of most states. The correlations between basic state funds
per pupil and local wealth per pupil were negative in 45 of the 49

e e K At ne e




Al

114 STATUS AND IMPACT OF FINANCE PROGRAMS

states and significantly so in 36 states. A negative correlation
means that gtate funds are apportioned in inverse proportion to
local taxpaying ability. Therefore, basic state school revenue
hag a significant equalizing influence in most states.

Column 6 shows that the state categorical revenue does not
have nearly as great an equalizing effect as basic state revenue.
Actually, seven of the states showed significant positive correla-
tions which means that in those states, state categorical funds
were disequalizing in their effect. Categorical funds had a sig-
nificant negative correlation with local ability in only two states.
In most states, categorical funds are either disequalizing or
neutral in effect.

It is particularly interesting to note the relationship of federal
revenue received to the financial ability of districts in each state.
Column 7 shows the federal revenue was significantly negatively
correlated with financial ability in 18 states at the .05 level. In
4 states federal revenue received was positively correlated with
wealth per pupil and, therefore, tended to be disequalizing in
effect. However, the amount of federal revenue received per
pupil was actually negatively correlated with wealth per pupil in
40 states although most of these correlations were not significant
at the .05 level. Therefore, it can be concluded that federal rev-
enue has tended to have an equalizing influence among the dis-
tricts of the states although the influence of federal funds on
equalization is not as great as the influences of basic state aid on
equalization. It is interesting to note that although all federal
funds are categorical in nature, federal categorical funds are
more equalizing in their influence than state categorical funds.

Table 3-2 shows the percent of yevenue received by the dis-
tricts in the sample from each source. It is noted that the reve-
nues received from local sources and from bagic state aid are by
far the most important sources. Therefore, the revenues froem
these two sources have more influence either positive or nega-
tive on equalization than the revenues from other sources.

SOME IMPLICATIONS FOR SCHOOL FINANCING

The evidence presented in this chapter shows clearly that the
goal of financial equalization of educational opportunity is far
from being attained in most states. If financial equalization of
educational opportunity, including adequate recognition of dif-
ferences in the taxpaying ability and educational needs of dis-
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tricts is to be attained, what policies are indicated ? Evidence pre-
sented in this chapter shows that local revenue is disequalizing
and that basic state revenue is generally equalizing in effect.
Categorical state revenue is generally neutral or disequalizing
in effect. Federal revenue is generally equalizing in its effect on
districts within a state. In Chapter 8, Bedenbaugh shows that
federal funds are generally equalizing among the states of the
nation. These facts suggest that a policy of increasing the pro-
portion of the school revenues of a state from basic state aid and
from the federal government and decreasing the proportion of
revenue from local sources and from state categorical sources
would enhance the financial equalization of educational oppor-
tunity in any state. This statement assumes tiia' the cost dif-
ferentials for high cost pupils are provided for in the financial
program. These differentials can be provided for only from
state or federal revenues. One can take the profile of any state
and estimate the effect on equalization of educational opportunity
of shifting the bases of school financial support as indicated
above. Converting categorical state revenue into basic state
school revenue and reducing local revenue and increasing basic
state revenue proportionately will increase equalization in any
state. Furthermore, equalization can be enhanced by increasing
the proportion of local revenue charged back against a district in
a Strayer-Haig-Mort equalization type of formula. That policy
in effect converts local revenue into state revenue.

A few states are providing financial incentives in their pro-
grams of state support which provide financial rewards to dis-
tricts that make greater effort in proportion to ability than other
districts or to districts that levy local taxes in addition to man-
dated local school taxes. What is the effect of this policy on
equalization of financial resources? If the people in some dis-
tricts have a higher aspiration level for their children than in
some other districts, they will make a higher local tax effort for
schools and they will not only have more local money available
per pupil but they will also receive more state money. The dis-
tricts that have a higher aspiration level, it is hypothesized, also
have a higher socio-economic and cultural level. Therefore, state
incentive grants to entice the taxpayer of a school distriet to
make extra local effort for schools has the effect of disequalizing
educational opportunity. The maintenance of local tax effort to
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support schools is essential as long as schools\ are jointly sup-
ported by state and local revenues. However, would it not be
better policy for the state to mandate the desired level of local
taxes to be levied for the support of schools than to attempt to
reach that level by financial incentives? However, if a state
mandates a local levy for schools, all of the proceeds of that levy
should be deducted from the computed cost of the state guar-
anteed program in order to determine the state funds to which
the district is entitled in accordance with a Strayer-Haig-Mort
type of equalization formula.’* If the state does not follow that
policy, the state actually mandates disequalization of educational
opporiunity because the wealthiest districts will usually receive
several times the amount of revenue per pupil received by the
least wealthy districts.

Another alternative would be for the state to levy a state
wide property tax for schools to be distribated in the form of
basic aid, at the same time reducing the amount of local taxes
that could be levied.

The entire question of optimum resource rallocation could
be raised not only in connection with school funds, but also funds
allocated by the federal government and state governments for
other governmental functions. If any central goverrment, fed-
eral or state, allocates funds in such a manner as t© increase the
allocation from the central government as the effort of the state
or local government increases, a misallocation of resources is
likely to oceur. That is local governments will increase their ex-
penditures for those governmental functions which will result in
their receiving the greatest amount of state and federal revenues.
Thus, local governments are tempted to allocate their resources
not for the governmental services most needed but for the func-
tions bringing the greatest revenue from central governments.
The same statement could be made with respect to financial re-
lationships between the state and the federal government.

It should not be inferred from the above statements that local
school distriets should be prohibited from making a local tax
effort higher than the minimum loecal tax effect required by the
state. Some variation in revenue is needed in order to encourage
experimentation and innovation. But the decision of the tax-
payers of a district to make an extra local tax effort should be
based on the desire for and the willingness to pay for a higher
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quality of education rather than being determined by financial
incentives provided by central governments.

Finally, it should not be inferred that the profiles of the
school finance patterns of the states for the year 1968-69 are valid
in subsequent years for states that have made substantial
changes in their school finance formulas since 1968-69. Such
states will find it useful to construct ecurrent profiles for the same
districts and compare these profiles with 1968-69 profiles. It
would also be useful if the United States Office of Education
would reconstruct these profiles every five years, perhaps using a
more extensive sample of distriets from each state. It would
also be desirable to substitute weighted pupils for average daily
attendance if and when such information becomes available for
all states. »
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10. Research has not established & precise figure for the efficient size !
of a school district. However, many authorities agree that a minimum !
level of from 1000 to 1500 pupils is necessary for efficient district opera- i
tion. ]

11. Two states, Montana and Arizona, have no school districts for
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ondary school districts were arbitrarily combined into comprehensive :
school districts.
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16. The same objective can be accomplished with any type of equaliza-
tion formula which allocates state funds in inverse relationships to local
taxpaying ability.
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CHAPTER 4

The Finéncial Equalization of Public
School Support Programs in the United
States for the School Year, 1968-69

RoE L. JoHNS
AND
RICHARD G. SALMON

Equalization of educational opportunity has long been an im-
portant goal of those concerned with publie school finance. There
is little doubt that the “equalization concept” is a highly es-
teemed value in the American culture. Mort and Reusser ob-
served that equality of educational opportunity is a principle
that is fundamental to American education. It is a principle
which is based upon the assumption that our democratic form of
government is best served by extending equally an adequate min-
imum educational opportunity to all children.*

Despite the attention that has been focused on equalization
of educational opportunity, there has been little agreement on
a precise definition for this broad ccncept. It is a concept that
has different meaning for different people, depending upon their
field of interest. Equalization of educational opportunity may
have one meaning for those individuals concerned with school
integration and a different meaning for those whose primary in-
terests lie in providing the financial resources for public educa-
tion. The National Educational Finance Project has focused its
attention in this study primarily on the provision of the financial
resources necessary to provide adequate educationai opportuni-
ties for all the children and youth of the nation.
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120 STATUS AND IMPACT OF FINANCE PROGRAMS

In this section of the studies, the central ctaff of the NEFP
has attempted to analyze, through the utilization of a new tech-
nique, the NEFP Typology, the financial equalization of public
school support programs in the United States.

Fortunately, the financial equalization of educational oppor-
tunity has been precisely defined by various writers. Dcherty
furnished a concise definition:

Equalization funds are funds collected by the state
through its taxing authority and distributed to local
school districts in such a way as to make more nearly equal
the local property tax required to support a specified
level of expenditure. To put it simply, school districts
with lew property valuation get more equalization funds
than those with high property valuation, other things
being equal.®

In a publication by Johns and Morphet, a similar definition
was furnished:

Finanecial equalization . . . the effect of any plan for fi-
nancing schools determined by whether (and the extent
to which) the plan tends to provide funds for schools in
such a way that those districts least able to finance a
program of essential educational opportunities (a founda-
tion program) with locai funds receive proportionately
{ngrte 3money from state sources than the more able dis-
ricts.’

For the purposes of this study the following definition was
used:

Financial equalization s most nearly accomplished when

the following two fac.ors are met: (1) the ve - / edu~
cational needs of © . ‘udent population are into
consideration bef. . * gllocations are made, l (2)

the variation cf u/u a Jity of the local schoo custricts
to support education is reduced or eliminated through the
utilizaiion of state resources.

Despite the utilization of numerous equalization plans, edu-
cational opportunities as measured by financial resources are
far from being equal today. 'There are many studies that docu-
ment the wide variation in financial resources being used for
public education among states, and even wider variations are evi-
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dent among districts within a state. The problem appears to be
inherent in the organizational structure of public education uti-
lized by most of the states in the United States.* That is, since
the state-local-federal partnership of public education relies heav-
ily on local ad valoveir taxes, disparities in school expenditures
per child are created by the variations in the tax bases of incal
districts.

As mentioned previously, various plans and formulas have
been developed for the purpose of financial equalization. Such
school support programs appear to fall into the following broad
classifications (See Table 4-1, appended) :

1. Fiat Grants

a. Uniform Flat Grants Allocated to all Districts Regard-
less of Wealth.

The state revenue is allocated on the basis of a flat amount
per chiid or per teacher or some other method that does not take
into consideration either the variation in educational needs of
the stiident population or the variation in the taxpaying ability
of the local districts. This type of grant may be either general
or shecial purpose.

b. Variable Flat Grants Allocated to all Districts Regardless
of Wealth.

This is a more sophisticated type of flat grant which is allo-
cated on a cimilar method as the Uniforn: Flat Grant. How-

ever, the units such as pupil or teacher units are weighted accord- -

ing to variations in costs due to factors veyond the control of the
boar!; of elucation. For example, unit costs may vary due to
grade level, type o cducational program, sparsity, ete. This type
of grant also may be utilized in the form of general or special
purpose.

Uniform and variable flat grants although not providing
maximum equalization do provide considerable cqualizaiion de-
pending upon the amount of funds provided by the state. This
is due to the fact that the more wealthy districts contribute more
revenue to the state treasury i ... they receive back on a uniform
allotment basis, whereas the lezs vw»althy districts receive back
from the state proportionately more funds than the revenue they
contributed.
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122 STATUS AND IMPACT OF FINANCE PROGRAMS

TABLE 4-1

CLASSIFICATION OF THE STATES INTO TYPES OF SCHOOL SUPPORT
Prans Usep For THE ScHoorL YEAR, 1968-69

EQUALIZATION PROGRAMS
Complete

Guaranteed State
Strayer- Valuation and
Flat Grant Hag Percentage or Tax Federal
Programs Mort Equalizing Yield Plan Support

Arizona Alabama Iowa Utah Hawaii
Arkansas Alaska Massachusetts Wisconsin
Connecticut California New York
Delaware Colorado Pennsylvania
New Mexico Florida Rhode Island
North Carolina Georgia Vermont
South Carolina Idaho

Illinois

Indiana

Kuansas

Kentucky

Louisiana

Maine

Maryland

Michigan

Minnesota

Mississippi

Missouri

Montana

Nebraska

Nevada

New Hampshire

New Jersey

North Dakota

Ohio

Oklahoma

Oregon

South Dakota

Tennessee

Texas

Virginia

‘Washington

West Virginia

Wyoming

2. Fqualization Grants

All equalization grants take into consideration variations in !
the taxpaying ability of the local distriets, but not ali equaliza- ;
tion grants consider the variations of educational needs of the
student population. Like the flat grants, equalization grants ,
may be either general or special purpose. There are many varia-
tions in equalization grants as follows: ,

a. Strayer-Haig-Mort Formula — Unweighted Measures of ?
Need. |
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Educational needs are calculated in terms of a uniform
amount per pupil or per teacher or some other method that ig-
nores the variation of educational needs of the student popula-
tion and the yield of a required local tax effort in proportion to
ability is deducted from the total cost of the program in order to
determine the state allocation.

b. Strayer-Haig-Mort Formula—Weighted Measures of Need.

Educational needs are calculated in terms of weighted unit
costs such as weighted pupils or weighted teachers which take
into consideration necessary unit cost variations and the yield of
a required local tax effort in proportion to ability is deducted
from the total cost of the program in order to determine the
state allocation.

¢. Percentage-Equalizing or State Aid Ratio Program.

Educational needs are calculated on either the basisof aor b
above and the state aid to each district is computed according to
the relationship of some measure of wealth per pupil to the same
measure of wealth in the average district in the state. Under
this plan, similar to the Strayer-Haig-Mort plan, state funds are
allocated in inverse proportion to the taxpaying ability of the
local school districts.

d. The Guaranteed Valuation or Tax Yield Per Unit of Need
Plan.

Under this unique plan, the state guarantees to each district
a fixed valuation or tax yield per pupil or per teacher unit. The
pupil or teacher units may be weighted or unweighted. Basically,
this model provides each district the difference between the yield
of a given tax levy and its equalized assessed valuation and the
yield of the same tax levy on the valuation per pupil or per
teacher unit which the state has previously guaranteed for the
gstate. This model provides much the same effect on equalization
as the Strayer-Haig-Mort model.

3. Non-Equalizing Matching Grants

Non-equalizing matching grants require local districts to
match state funds on a dollar-for-dollar basis, or some proportion
of a dollar without taking into consideration variations in the
taxpaying ability of local school districts. These types of matching
grants leaves districts in the same relative status and therefore
yrovide for no equalization.
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124 STATUS AND IMPACT OF FINANCE PROGRAMS

The major purposes of this study of financial equalization of
educational opportunity of public schoo! finance programs were
as follows: First, to determine the extent to which financial
equalization is achieved in each state; Second, te provide a his-
torical bench mark from which educational finance programs in
the future can be evaluated with respect to progress made; and
Third, to provide a method by which alternative school finance
models may be evaluated with respect to financial equalization of
educational opportunity.

In addition, answers were sought to the following questions:

1. To what extent does each state school fund me~=t the NEFP
criteria for financial equalization?

2. How are the states ranked in regard to financial equaliza-
tion and what are some of the probable explanations for the rela-
tive ranking of the states? '

3. Geographically, what secticns of the United States are best .
meeting the NEFP criteria for financial equalization?

THE INSTRUMENT—NEFP TYPOLOGY

Several methods of analyzing school support programs in re-
gard to financial equalization are available.” However, none of
the previous methods of analyzation was designed to answer the
questions posed. For this reason a new typology for the classifi-
cation of school funds was developed for the National Educa-
tional Finance Project. It was then successfully applied in a
pilot study® to nine states for the school year 1968-69.

The NEFP Typology is based on the following assumptions.

1. That local school funds provide no financial equalization
unless local variations in taxpaying ability are taken into con-
sideration in the state’s apportionment formula.

2. Assuming that a given amount of state revenue is appor-
tioned to the districts of a state:

a. No equalization is obtained if state dollars are required io
be matel.2d dollar per dollar from local funds.

b. The first level of equalization is reached when state funds
are allocated in the form of uniform flat grants per teacher or
per pupil without taking into consideration necessary variations
in unit co~ts and without taking into consideration variations in
local taxpaying ability.

c. The second level of equalization is reached when state funds
are allocated in the form of flat grants which take into considera-

1338
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tion necessary unit cost variations but which do not take into con-
sideration variations in local taxpaying ability.

d. The third level of eyualization is reached when state funds
are allocated in the form of uniform flat grants without taking
into consideration necessary unit cost variations but which take
into consid.ration variations in local taxpaying ability.

e. The fourth and highest level of equalization is obtained
from a given amounf of 2 state revenue when it is allocated in
such a manner as to take into consideration necessary variations
in unit costs, and also variations in the taxpaying ability of local
school districts.

Briefly, the NEFP Typology classifies local and state funds
into five levels of financizal equalization: the levels range from
Level 0 to Level 4. (See ¥igure 1 for a graphic presentation of
the NEFP Typology).

State Funds

State funds are classified into the following five levels ac-
cording to the criteria established below:

1. Level 2 of Equalization: When state funds are allocated in
such a manner as to leave districts with the same or greater dif-
ferences in financial capacity to support education as they were
befora receiving state allocations they are classified in Level 0.
A method of state distribution which is classified as Level 0 is a
minimum guarantee of funds to certain wealthy districts which
are not entitled to receive state funds under strict interpretation
of the equalization formula. Also, if districts were not entitled
to receive as much under the equalization formula as they re-
ceived under a minimum guarantee, the difference between what
they should have received under the equalization formula and
the minimum guarantee amount is classified as Level 0. The re-
maining amount that the districts were entitled to under the
equalization formula is classified as either Level 3 or Level 4 de-
scribed below, depending on whether educational needs are taken
into consideration. The allocation in dollar-for-dollar matching
grants without regard for differences in taxpaying ability of the
distriets, provide for no equalization and are also classified in
the zero level of equalization.” ‘

2. Level 1 of Equalization: When state funds are allocated on
the basis of a flat amount per unweighted pupil or unadjusted
classroom unit basis, or some other method which ignores unit
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Wealthy
Districts

Average
Districts

Poor
Districts

Section 1 of the model includes the minimum required local tax

FIGURE 1.
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effort to support the state guaranteed program plus the state aid
that would be received by the local districts if the wealthiest

district or districts received no state aid.

These funds can be

classified either in Level 3 or 4 depending upon whether necessary
unit cost variations are recognized in the formula.
Section 2 is that portion of state aid which is received by

all districts in the form of flat grants.

in either Level 1 or Level 2 depending upon whether necessary unit
cost variations are recognized.
Section 3 includes local funds in addition to those taken into

consideration in apportioning equalization funds.

These funds are

classified at the 0 Level of equalization.

cost variations in meeting the educational needs of the students,
and a required local share® in proportion to the taxpaying ability
of the local districts is not deducted before the apportionment
is made, the funds are classified in Level 1.
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3. Level 2 of Equalization: When state funds are allocated on
a weighted unit basis or some other method that recognizes unit
cost variations in meeting the educational needs of the students
and a required Jocal share in proportion to the taxpaying ability
of the local district is not deducted before the apportionment is
made the funds are ciassified in Level 2 of equalization.

4. Level 3 of Equalization: State funds are classified in Level
3 when they are allocated on the basis of unweighted pupils or
some other method that ignores necessary variations in unit
costs, but a required local share in proportion to the taxpaying
ability of the local districts is deducted before the apportion-
ment is made.

5. Level 4 of Equalization: When state funds are allocated on
a weighted pupil basis or some other method that recognizes unit
cost variations in meeting the educational needs of the students
and a required local share in proportion to the taxpaying ability
of the local districts is deducted before the apportionment is
made, they are classified in Level 4 of equalization.

It will be noted that the NEFP Typology is a continuum
ranging from Level 0, which provides for no equalization, to the
highest level of equalization which is Level 4.

Local Funds

Local funds can also be classified by the NEFP Typology. The
required local share in proportion to the taxpaying ability of the
local distriets that is deducted from the total cost of basic pxo-
gram is classified as either Level 3 or Level 4 depending on
whether unit cost variations in meeting the educational needs of
the students are taken into consideration. The remaining local
revenue raised for the support of education is considered addi-
tional local revenue and is classified as Level 0 of equalization.

INSTRUCTIONS FORK APPLYING THE NEFP TYPOLOGY

The following is a description of how the NEFP Typology
was applied to various school suppert programs:

1. Flat Grants

Flat grant programs are very easily classified by the NEFP
T5 pology. If the funds are allocated on the basis of a flat amount
per pupil on some other basis that ignores meeting variations
in unit costs, the appropriation is classified as Level 1. If the
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128 STATUS AND IMPACT OF FINANCE PROGRAMS

students are weighted or some other basis that recognize differ-
ences in unit costs is used, the appropriation is classified in Level
2.

All the local funds in a state which do not take into considera-
tion variations in the taxpaying ability of local distriets in its
formula for distributing state funds (i.e., uniform and variable
flat grants) are classified in Level 0. If a state using an equali-
zation formula deducts the amount of a fat grant received by a
district in determining the amount of the equalization fund to
which it is entitled, that part of the flat grant so deducted in
effect becomes an equalization fund and should be classified as
either Level 3 or 4 as described under D below.

Examples:

State A—Uniform Flat Grant Fund
State Share—Distributed on the basis of a flat amount

per pupil
State Funds $70,000,000
Local Share—None Required
Local Funds $30,000,000
Clagsification:
State Funds $70,000,000 =Level 1
Local Funds $30,000,000=Level 0

State B—Variable Flat Grant Fund
State Share—Distributed on the basis of weighted pu-
pils (i.e. Elementary pupils assigned a weighting
of 1.0, Secondary pupils a weighting of 1.25, Spe-
cial Education pupils, a weighting of 2.0, etc.)

State Funus $70,000,000
Local Share—None Required
Local Funds $30,000,000
Classification :
State Funds $70,000,000 = Level 2
Local Funds $30,000,000 =Level 0

II. Equalization Programs

A. Strayer-Haig-Mort Formula
When the Strayer-Haig-Mort formula is used to apportion
state funds, all state funds apportioned under this plan could be
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classified as either Level 3 or Level 4 if the yield of the required
local share for the support of the program is equal to or exceeds
the total cost of the program in the wealthiest district in the
state. If necessary differences in unit costs are taken into con-
sideration when computing the cost of the Strayer-IIaig-Mort
program, the state funds are rlassified in Level 4 and if necessary
differences in unit costs are ignored the funds are classified in
Level S.

However, if the required local share is Is~< than the computed
cost of Strayer-Haig-IMort program in the wealthiest district in
the state, the following procedures are utilized in determining
the classgification of the state and local funds of the program:

1. The percentage of the total cost of the Strayer-Haig-Mort
program that is financed from state funds in the wealthiest dis-
trict is computed.

The wealthiest distriet is selected in most states from dis-
tricts which have 1,500 pupils or larger in average daily attend-
ance. Districts smaller than 1,500 pupils in average daily at-
tendance were eliminated because it is assumed that such small
inefficient districts will be consolidated in the future. Further,
it is possible for small districts to have extremely high valuations
per pupil which are not comparable to most districts in the state.
However, in some states which have large numbers of very small
districts it is necessary to select the wealthiest district from dis-
tricts 1,000 pupils in average daily attendance.

2. The percentage computed under 1 is multiplied by the
total cost of the Strayer-Haig-Mort program in that state, and
the product is the part of the state Strayer-Haig-Mort program
funds in that state which is classified as either Level 1 or Level
2, depending upon whether differences in unit costs are taken
into consideration in computing the cost of the Strayer-Haig-
Mort program.

3. From the total state funds provided for the support of the
Strayer-Haig-Mort program, the amount computed under 2 is
deducted. The remainder is classified under Level 3 or Level 4,
depending upon whether diferences in educational needs are
taken into consideration in computing the cost of the Strayer-
Haig-Mort program.

4. The required local share is deducted from the total local
funds used for the support of the public schools in the state and
clagsified as either Level 3 or Level 4, depending upon whether
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T

differences in educational needs are taken intc consideration in
computing the cost of the foundation program. The remaining
local revenue is considered as additional local funds providing no
equalization and clasgified in Level 0.

P oo

Examples:

State A—Strayer-Haig-Mort Formula (‘"Wealthiest district
receives no state equalization funds)
1. Given the total cost of the Strayer-Haig-Mort pro-

gram is:

a. 140,600 units @ $500 per unit  $70,000,000
b. Local Share $20,000,000
c. State Share $50,000,000

2. Given that additional local funds are $30,000,000
&. Given that the total cost of the program for the
wealthiest district in the state is $1,000,000 (2,000 units
X $500) with a state share of 0 and the required local
share nf $1,000,000, the cassification is made as follows:
. State Funds-—$50,000,000 Level 8 or 4
b. Local Funds

(1) Required Local Share $20,000,000
Level 3 or 4

(2) Additional Local Funds $30,000,000
Level 0

If units of educational need are weighted in proportion
to necessary cost variations, the funds are classified in
Level 4 and if not, in Level 3.

State B—Strayer-Haig-Mort Formula (Wealthiest dis-
trict receives equalization funds)

1. Given the total cost of the Strayer-Haig-Mort pro-

gram is:

a. 140,000 units @ $500 per unit $70,000,000
b. Local Share $20,000,000
c. State Share $50,000,000

2. Given that the additional local funds are $30,000,000

3. Given that the total cost of the program from the
wealthiest district in the state is $1,000,000 (2,000 units
X $500; with a state share of $700,000 and the required
local share of $300,000, tlie classification is made as fol-
lows:
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a. 7T0% of cost assumed by the state

b. 70% X total cost of the program for the state
(state and local)

e. .70 % $70,000,000=$49,000,000

d. $50,600,000—$49,00C,200= $1,000,000

e. State ffunds
(1) $49,000,000 Level 1 or 2
(2) $ 1,000,000 Level 3 or 4

f, Local Funds

(1) Required Local Shar $20,000,000
Level3or4 :

(2) Additional Local Funds $30,000,000
Level 0

If units of educational needs are weighted in propor-
tion to necessary cost variations, the funds are classified
in the higher level of equalization.

B. Percentage Equalizing or State Aid Ratio Formula

When the percentage equalizing program is used to apportion
state funds, the entire allocation can be classified in either Level
3 or Level 4 if the local share in the wealthiest distriet or dis-
tricts exceeds the calculated cost of the total program. If units
of educational need are weighted in proportion to necessary cost
variations, the entire allocation is classified in Level 4, and if not,
in Level 8. However, if the wealthiest district or distriets re-
ceives state funds under a minimum percentage guarantee, the
following procedures are used in the classification of state funds:

1. Each district participating under the minimum percentage
guarantee is identified.

2. The percentage of cost (state aid ratio) which the districts
would have been entitled to except for the minimum percentage
of cost guarantee is determined.

3. The difference between what they are entitled to if there
was no minimum percentage of cost guarantee and what they
actually receive is calculated, totalled, and classified as Level 0.

4. If the wealthiest district or districts is entitled to no funds
except under the minimum percentage of cost guarantee, then
the difference between the total funds apportioned under this
program and the funds identified in 8 above is classified as Level
3 or Level 4 as deseribed above. _

5. However, if the wealthiest district or districts are still en-
titled to funds, even without the minimum percentage of cost
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guarantee, the funds identified in 4 are classified in a similar
method as funds classified under a Strayer-Haig-Mort program.

Local funds are easily classified. The calculated local share
(without the minimum percentage of cost guarantee) is identi-
fied and classified as Level 8 or Level 4 depending upon whther
necessary differences in unit costs are taken into consideration
before the apportionment of state funds is made. The difference
between the total local funds and the calculated local share is
considered additional local funds which provide no equalization
and classified as Level 0.

C. The Guaranteed Valuation on Tax Yield Per Unit of Need
Plan

The classification of this plan is achieved in a similar manner
as the percentage equalizing program previously discussed.

D. Classification of Special Purpose Funds and Flat Grants
Deducted in Apportioning State Equalization Funds

If flat grants, either general or special purpose, received by
a district are deducted from the equalization fund to which the
district would otherwise be entitled, then such state funds are
classified as either Level 3 or Level 4. If necessary differences
in costs of the units of educational need are taken into considera-
tion in the allocation of the equalization fund, such funds are
classified as Level 4 and if ignored they are classified as Level 3.

1f the state allocates a uniform amount per pupil transported
without reference to differences in sparsity of population and
differences in local taxpaying ability, that apportionment is clas-
sified in Level 1. If different amounts per pupil are allocated
which takes into consideration differences in sparsity but not
differences in taxpaying ability, the apportionment is classified
in Level 2. If state funds for transportation are allocated on the
basis of a uniform amount ner pupil and differences in taxpaying
ability of local school districts are taken into consideration, the
apportionment is classified in Level 3. If both sparsity and dif-
ferences in taxpaying ability are taken into consideration, the
apportionment is classified in Level 4.

The same rationale should be employed in classifying most
other special purpose grants.

Special appropriations for such items as textbooks presents a
unique situation. For example, there are no significant differ-
ences in cost per textbook for the same grade level for students
of different types of school districts; consequently, there is no
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need for the allocation to take into consideration differences in
costs. Therefore, the state apportionment for school textbooks
based on the uniform amount per pupil allocated withcut refer-
ence to differences in taxpaying ability of local school districts is
classified in Level 2, and if differences in taxpaying ability are
taken into consideration, in Level 4. The policy followed in
classifying appropriations for textbooks is utilized in the classi-
fication of other special appropriations. That is, if there are
differences in local educational costs per unit which are due to
conditions beyond the control of the local beards of education,
those differences should be taken into consideration in the allo-
cation formula in order for the apportionment to be classified in
the higher level. However, if there are no differences in unit
costs, as in the case of the cost of textbooks, then the state ap-
portionment is classified in the higher level of equalization.

DEVELOPING AN EQUALIZATION SCORE

A state advances toward the equalization of the financial re-
sources available for education when it:

1. Increases the percent of school revenue provided from state
sources.

2. Apportions the state funds available in inverse proportion
to the taxpaying ability of lceal school districts.

3. Makes allowance in its apportionment formuia for the nec-
essary variations in costs per unit of educational need.

In the following paragraphs, a method of scoring the extent
of financial equalization of educational opportunity in a state is
developed which includes the three variables listed above. This

measure is comparable among the states. It is not intended to.

measure all of the desirable characteristics of a state support. It
was devised solely to measure the extent of financial equalization.

Scoring Unitary Models
1. A finance model with all school funds provided from local

sources would have the minimum equalization score unless the '

state would be comprised of only one district as is the case of
Hawaii. A state comprised of only one district would have a
maximum equalization score if all funds were provided from local
sources or state sources or a combination of state and local
sources assuming that budgetary provision is made for pupils in
different communities with varying needs and conditions re-
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quiring varying per pupil expenditure to provide equivalent edu-
cational opportunities. KEvei: in states organized into units large
enough to permit reasonable efficiency and economy of scale,
districts will usually vary at least from 5 to 1 to 7 to 1 in equal-
ized valuation per pupil. For our first model, let us assume that
a state comprised of a number of districts varying in wealth,
finances its schools entirely from local funds. Such a state has
the minimum level of equalization. Let us assign the score of 1
ag the equalization value of any funds providing no equalization.
Therefore, a finance model which included no funds equalizing
the differences in taxpaying ability among districts would be
given an equalization value of 1.

2. Finance model 2 under which all school funds are provided
by the state by a formula which allotted the same amount per
pupil to all districts would climinate the differentials among dis-
tricts in financial ability. The equalization value of this model
should be at least 5 to 7 times the equalization value of model 1.

3. For model 3, let us assume that all funds are provided by
the state but that cost differentials due to sparsity, high cost of
disadvantaged or exceptional pupils, vocaticnal aducation, ete.,
are provided for in the state formula. Although the cost per
pupil for vocaiional education, exceptional education, and com-
pensatory education may be as great as 2 or 8 to 1 and the cost of
transportation and the extra expense of Jow pupil-teacher ratios
in sparsely settled areas, may be considerable, the necessary
variationg of the total per pupil costs among efficiently organized
districts probably do not exceed 20 percent for a significant num-
ber of districts within a given state. Therefore, if we include
necessary variations in school costs in model 3, it would at least
be a 20 percent improvement in equalization over model 2.

Scoring Mixed Models

Most states have complex finance models comprised of local
funds, (some equalized in state programs and some unequalized),
flat grants equalized and unequalized, and variable unit grants
equalized and unequalized.

Let us assume that local funds become state funds when they
become part of the equalization formula. That is that portion of
local funds included in the state guaranteed program before de-
termining the allocation of state funds to a district, in effect, be-
comes a state fund used to equalize educational opportunity.
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We have already classified state and local funds according to
the following typology:

1. Level 0-—State or local funds providing no equalization.

2. Level 1—State fuuds allocated to local districts according
to a uniform amount per unit of need.

3. Level 2—State funds allocated to local districts in accord-
ance with necessary variations in unit costs.

4. Level 3—State funds allocated to local districts according
to a uniform amount per unit of need plus any local funds de-
ducted in the equalization formula if an equalization formula is
used.

5. Level 4—State funds allocated to local districts in accord-
ance with necessary variations in unit costs plus any local funds
deducted in the equalization formula if one is used.

We are now ready to score mixed models utilizing the typol-
ogy set forth above. Let us assume that as we move toward
equalization, all state funds become Level 8 funds and all local
funds are charged back in allocating state funds (that is deducted
before allocating state funds). Let us then assign an equaliza-
tion value of 7 for Level 3 equalization.

As we approach maximum equalization, all state and local
funds become Level 4 funds. If all state funds were allocated on
a Level 4 formula and all local funds charged back, the maximum
equalization value for this model would be 8.4 which would be
20 percent more than the maximum value of Level 3 funds.

The following scoring method is developed from these as-
sumptions:

1. Level 0 funds are assigned a score of 1 in order that other
levels may be made proportional to it.

2. Level 1 funds have at least 5 times the equalization value
of equalization Level 0 funds. As Level 1 funds approach 100
percent of total state and local funds, the equalization value of
Level 1 funds approaches the value of Level 3 funds. Therefore,
the equalization value of Level 1 funds should be computed as
follows: [6+ (.02 X the percent of total state and local funds
in Level 1)].

3. Level 2 funds have at least 20 percent more equalization
value than Level 1 funds. However, as Level 2 funds approach
100 percent of state and local funds, the equalization value of
Level 2 funds approaches the value of Level 4 funds which have
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the maximum equalization value. Therefore, the equalization
value of Level 2 funds should be computed as follows: [6+ (.024
X the percent of total state and local funds in Level 2)].

4, Ag indicated above, Level 3 funds are assigned an equaliza-
tion value of 7.

5. Level 4 funds are assigned the maximum equalization
value of 8.4 which is 20 percent higher than Level 8 funds.

This method of scoring assigns higher equalization values ag
a state moves from the 0 Level of equalization through Levels 1,
2, 3, and 4 making proportionate allowances as a state moves
toward greater equalization by using Loth state and local funds to
eliminate the disadvantages of inequalities of wealth among dis-
tricts, by making finanecial provision for necessary variations in
uuit costs and by increasing the percent of school revenue pro-
vided from state sources.

This equalization score should not be considered as a total
evaluation of the financial program of a state. The equalization
score does not take into consideration such important factors as
financial adequacy of the program, incentive to local initiative,
quality of education, educational outputs, and other important
matters. The equalization score should be interpretad only as
measuring the extent that state and local funds are being used
to equalize the financial resources available for education in a
state.

IMPLICATIONS AND SUMMARY OF THE NEFP TYPOLOGY

In the introduction, three questions were posed for this study
to answer. The questions and responses are presented below :

1. What percentage of each state’s school support funds is
meeting the criteria of financial equalization?

Tables 4-5 to 4-54 (appended) display the classification of
each state according to the NEFP Typology. Each school sup-
port fund within a state is listed in the level of equalization that
it was classified. The state, local, and total state and local funds
were totalled and the percentage of funds in each level was cal-
culated. Both the actual total dollar amounts and the percentage
of funds in each level are also displayed.

In reply to the question posed above, each state is achieving
some degree of financial equalization. With some exceptions®
the states that have the highest percentage of funds in Levels 3
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and 4 are best meeting the criteria of financial equalization. The
percentage of funds in equalization levels range from 100 per-
cent in Level 4 for Hawzii to 72.2 percent in Level 0 for Con-
necticut.

2. How are the states ranked in regard to financial equaliza-
tion, and what are some of the probable explanations for the rela-
tive standings of the states?

The states were ranked on the basis of the scores achieved by
applyinz the proccdures outlined herein and are presented in
Table 4-2 (appended).

TABLE 4-2

RANKING AND EQUALIZATION SCORES oF THE STATES
BASED ON TI:E NEFP TYPOLOGY FOR THE SCHOOL YEAR, 1968-69

Rank State Score Rank State Score
1 Hawaii 8.430 26 Maryland 5.092
2 Utah 7.143 27 Virginia 5.085
3 Rhode Island 6.862 28 Texzas 4.963
4 Alaska 6.628 29 California 4.841
5 Wyoming 6.543 30 Montana 4.810
6 Washington 6.368 31 Maiane 4.804
7 Idaho 6.318 32 Nevada 4.779
8 Alabama 6.220 33 Massachusetts 4.536
g Delaware 6.202 34 Oregon 4.535

10 North Carolina  3.148 35 Tennessee 4.521

11 Georgia 6.103 36 Minnesota 4.433

12 Kentucky 6.042 37 Arizona 4.355

13 Florida 5.995 38 Iowa 4.042

14 New York 5.957 39 North Dakota 3.931

15 Louisiana 5.929 40 Missouri 3.852
16 New Mexico 5.915 41 Michigan 3.844
17 Ohio 5.882 42 Kansas 3.820

18 Pennsylvania 5.870 43 New Jersey 3.754

19 Vermont 5.834 44 Indiana 3.704

20 Wisconsin 5.781 45 Oklahoma 3.691

21 Mississippi 5.744 46 Arkansas 3.647

22 West Virginia 5.578 47 Colorado 3.571

23 Illinois 5.398 48 South Dakota 3.420

24 Nebraska 5.378 49 New Hampshire 3.091

25 South Carolina 5.235 50 Connecticut 2.295

The scores range from a high of 8.400 for Hawaii to a low of
2.295 for Connecticut. The mean score for all the states was
5.131.

It is interesting to note that the Pearson Product-Moment
Correlation yielded a coefficient of +.646, which is significant
at the .01 level, between the percentage of school funds provided
by the state and the equalization score obtained by applying the
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NEFP Typology. This supports the opinion of many authcrities
in school finance that when a state assumes the primary re-
sponsibility for funding its school support program greater fi-
nancial equalization is usually achieved. However, if all state
funds were apportioned on the Level 4 basis, the correlation be-
tween percentage of school funds provided by the state and the
equalization score obtained from the NEFP Typology would be
higher.

Also, when the Pearson Product-Moment Correlation was ap-
plied to each state’s equalization score and total number of
school support grants, a coefficient of -.294, ‘which is significant
at the .05 level, was found. Although this coefficient was not ex-
tremely high, it does give added support to those persons who
contend that a proliferation of categorical grants usually detracts
from financial equalization.

The Pearson Product-Moment Correlation between the num-
ber of districts in a state and the equalization score was -.312
significant at the .05 level. This may indicate the existence of
a large number of districts in a state is a political factor retard-
ing the development of financial equalization in a state.

3. Geographically, what sections of the United States are best
meeting the criteria of financial equalization?

The United States was divided into eight geographical re-
gions,*® and the mean score for the states in each region was de-
termined. The mean score for each region is displayed in Table
4-3 (appended). The geographical regions were then ranked ac-
cording to their mean scores and are displayed in Ta*'e 4-4 (ap-
pended). The mean scores for the geographical reg. ranged
from a high score of 5.677 for the Rocky Mountains to a low
score of 4.125 for the Plains.

SUMMARY

The NEFP Typology was developed for the National Edu-
cational Finance Project to provide those persons concerned with
educational finance with the current status of the equalization
of financial resources for education according to an objective
measure.

In review, the NEFP Typology was applied to the school sup-

~ port programs in all the states and classified both state and local

funds into five levels of equalization for the school year 1968-69.
The levels of equalization range from Level 0 to Level 4. - Level
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TABLE 4-3

MEAN EQUALIZATION SCORES IN THE MAJOR GEOGRAPHICAT, REGIONS
IN THE UNITED STATES AND EQUALIZATION SCORES OF THE STATES
BASED ON THE NEFP TYPOLOGY FOR THE SCHO0L YEAR, 1968-69

Region and State Score Region and Siate Score
United States 5.131
New England 4.570 Mideast 5.375
Connecticut 2.295 Delaware 6.202
Maine 4.804 Maryland 5.092
Massachusetts 4.536 New Jersey 3.764
New Hampshire 3.091 New York 5.957
Rhode Island 6.862 Pennsylvania 5.870
Vermont 5.824
Great Lakes 492 Southeast Soa1
INinois 5.398 i
s Arkansas 3.647
Indiana 3.704 s
Pt Florida 5.995
Michigan 3.844 Georgia 6.103
Ohio 5.882 g iy
Wi . 5781 Kentucky 6.042
isconsin . ho_ui;ia_na - gggg
Plains 4.125 155155101 .
Iowa 4.042 North Carolina 6.148
Kansas 3.820 South Carolina 5.236
Minnesota 4.433 Tennessee 4.521
Missouri 3.852 Virginia 5.085
Nebraska 5.378 West Virginia 5.578
North Dakota 3.931
South Dakota 3.420 Southwest 4.731
Arizona 4.356
Rocky Mountains 5.677 New Mexico 5.915
Colorado 3.571 Oklahoma 3.691
Idaho 6.318 Texas 4.963
Montana 4.810
Utah 7.143 Far West 5.131
Wyoming 6.543 California 4.841
Nevada 4.779
Alaska 6.628 Oregon 4.535
Hawaii 8.400 Washington 6.368

0 provides little or no equalization, whereas Level 4 at the other
end of the continuum, takes into consideration the taxpaying
ability of the local school distriets and variation in educational
needs of the student population. The state, local, and total state
and local funds including the percentage of funds for each state
was calculated for each level of equalization. For the purpose of
comparison, an equalization scoring technique was developed and
applied to the percentage of total state and local funds in each
of the five levels for each of the states. As previously noted, the
equalization scores should not, under any circumstances, be used
to determine the evalvation of a state’s complete financial pro-
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TABLE 4-4

RANKING AND MEAN EGQUALIZATION SCORES OF THE MAJOR
GEOGRAPHICAL REGIONS® IN THE UNITED STATES BASED ON THE
NEFP TyYPOLOGY FOR THE SCHO9L YEAR, 1968-69

Rank Region Score
1 Rocky Mountains 5.677
2 Southeast 5.521
3 Mideast 5.375
4 Far West 5.131
5 Grea. Lakes 4.922
6 Southwest 4,731
7 New England 4.5670
8 Plains 4,125

*Hawaii and Alaska are omitted.

gram. It can only be termed significant to the extent that state
and local funds are being used to equalize the financial resources
available for education in a state.

Furthermore, the central staff of the National Educational
Finance Project had great difficulty in classifying certain school
funds in some states. It is possible that a few funds have been
improperly classified but it is not believed that errors in classi-
fication of funds are great enough to significantly affect the
scores of any state. Researchers might also question the weights
assigned to different levels of equalization. That is, some re-
searchers might want to widen the scores between levels of
equalization and others might want to narrow the ranges. How-
ever, changing the range of weights would not seriously affect
the ranking of the states.

As mentioned previously, this study provides those persons
concerned with financial equalization of educational opportunity
with A method for comparing future progress in equalization
with the school year, 1968-69. It is an objective measure of the
level of equalization in each state and the nation and can be used
as a bench mark by which progress toward equalization can be
meastred in subsequent years. Most important, it is a step in the
development of manageable standards for the equalization of
educational opportunity. By using the NEFP Typology, it is
possible to determine whether a proposed change in a state's
school support program (or ever. a specific fund) tends to pro-
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EQUALIZATION OF SCHOOL SUPPORT 191

vide more or less financial equalization. Although this study
wasg specifically designed and acconmiplished for the National Edu-
cational Finance Project, hopefully, it will provide those legisla-
tors and educators concerned with ﬁvhancml equalization of edu-
cational opportunity a solid fouridstion on which to improve
their state school support vrigras:s:

One of the most importan: conciusions that can be derived
from the analysis of the ﬁnanu')a sources available for education
presented in this chapter, is that the extent to which financial
resources for education are equalized does not depend as much
on the type of plan used as on the content of the plan and the ex-
tent to which it is financed. For example:

1. If the variable unit cost type of flat grant is used to provide
100% of the financing in the state including federal funds, the
variable flat grant plan becomes the Hawaii plan which theo-
retically provides complete equalization of financial resources.

2. If any one of the three equalization plans absorbs all of
the Jocal taxing leeway, and educational need is measured on a
variable unit cost basis, then all of the equalization plans become
equivalent to the Hawaii plan of complete state support because
local funds are in effect converted into state funds.

3. Therefore, it is evident that if any formula plan of state
support approaches complete state support, then all plans are
equally efficient in equalizing the financial resources available
for education.

However, if a state finances its schools from a combination of
state and local funds, it will achieve greater financial equaliza-
tion from a given amount of state revenue if it utilizes the equal-
ization plan of state financing and maximizes the required local
effort of school districts which is included as a part of the total
program equalized.

FOOTNOTES

1. Paul R. Mort and Walter C. Reusser, Public School Finance, Its
Background, Structure, and Operation. New York: McGraw-Hill Benk
Company, 1941.

2. V. W. Doherty, “Principle of Equalization.” American School Board
Journal. 143:20-1, September, 196i.

3. R. L. Johns and Edgar L. Morphet, Financing the Public Schools.
New Jersey: Prentice-Hall, Inc., 1960.

4. There are certain exceptions. Hawaii utilizes a complete state sup-
port program of public education. Several other states have predomi-
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192 STATUS AND IMPACT OF FINANCE PROGRAMS

nantly state supported systems. {See North Carolina and Delaware for
example.)

5. See for example: (1) Harrison, Forrest W. and Eugene P. McLoone,
Profiles in Schocl Support. Washington, D. C., U. S. Department of
Health, Education and Welfare, 1965. (2) Missouri State Board of Edu-
cation, Planning and Financing Education for the Future. A report for
the Missouri Governor’s Conference on Education, 1968. = (3) Munse, Al-
bert R., State Programs for Public School Support. United States De-
partment of Health, Education and Welfare. Washington, D. C.: United
States Government Printing Office, 1965.

6. R. G. Salmon, “The Financial Equalization of Public School Support
Programs in Nine Selected States.” Unpublished dissertation, University
of Florida, 1969.

7. For further explanation of the matching grants, see: R. L. Johns,
“The Economics and Financing of Education,” Chapter 4, Emerging De-
signs for Education: Edited by, Edgar L. Morphet and David L. Jesser:
Denver, Colorado, 1316 Lincoln, Designing of Education for the Future,
1968; p. 223. '

8. The term “required local share” is primarily used by persons working
with foundation programs and does not specifically apply to percentage
equalizing programs in which there is no required local share, per se. How-
ever, for the purposes of this study the calculated local contribution of
percentage equalizing programs and the required local share of foundation
programs wiil be considered synonomous. )

9. It is possible for a state utilizing a flat grant schcol support pro-
gram, which would be classified in Level 1 or 2, to achieve a high degree of
financial equalization by minimizing the local district’s contribution and
maximizing the states’ contribution.

10. The United States was divided into the identical geographical re-
gions as those utilized by the NEA Research Division. For example, see:
NEA, Estimates of School Statistics, 1969-70. National Educational As-
sociation; 1201 Sixteenth Street, N. W.; Washington, D. C., 1970.
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CHAPTER 5

' Comparison of Revenues for Different
1 Population Classifications of
r School Districts

Ror L. JOHNS
AND
JAMES A. BURNS

The charge has frequently been made by some in recent years
that our state legislatures are rural in their orientation, and that
they have systematically penalized central cities in the distribu-
tion of state school funds. Others have ingisted that this elaim
is a myth, that the central cities are wealthy and receive their
fair share of school revenue and that if educational spportunities
are truly equalized, other population classifications are in equal
or even greater need of increased school revenue than the central
cities.

A variety of factors have focused increased attention on the
distribution of educational revenue to different classes of school
districts usually identified by population clagsifications. Most
attention in recent years has been given to the plight of the great
metropolitan centers in the United States. It is clear that the
United States is becoming more and more an urban country.
b Urban areas have continued to increase in population resulting
in social, economic, and political conflicts created by new de-
mands of varying groups with disparate needs. These conflicts,
together with new political power and interests of various urban
groups, have created new demands that educational financing
programs recognize the unique problems of the city.

Many factors have contributed to the educational problems of
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194 STATUS AND IMPACT OF FINANCE PROGRAMS

the large urban centers in the United States. The flight of the
middle class to suburbia, the relative erosion of the central city
tax base, the increase in general governmental costs (usually
called the municipal overburden), and the growing concentration
of low socio-economic groups in the central city are all factors
which can be cited ac intensifying the problems of financing
urban education. Sacks! has documented the relative decline in
fiscal preeminence of the central city.

There is much historical evidence that indicates that the
present plight of the central cities was created in considerable
part by the failure of the states and the federal government to
equalize educational opportunity among and within the states.
Hiscorically, the southern states, primarily because of poverty
relative to the rest of the nation, have had far more limited edu-
cational opportunities than other regions of the nation. This
has been particularly true in the rural districts. There have been
major improvements in educational prugrains in the southern
states in recent years, but the disadvantaged migrants from the
southern states who are creating many of the problems of the
core cities of the north were produced, and are still being pro-
duced, in rural areas with inadequate educational programs.
Sound public policy surely indicates that adequate educational
opportunities be made available in school districts of all popula-
tion classifications, in all regions of the nation. Therefore, this
study® was designed to examine the degre2 of fiscal equalization
of educational opportunity achieved in the following population
classifications of school districts: (1) central or core city lis-
triets, (2) suburban school distriets, (3) independent city school
districts and (4) rural school districts. In order to analyze the
effect of different sources of school revenue on financial equaliza-
tion of educational opportunity, school revenues were classified
as follows: (1) foundation program or basic state aid (excluding
special aids), (2) all state aid plus all local school-revenue, (3)
total state, Iccal and federal revenue. Revenues were classified
cumulatively in this manner in order to ascertain {i) the extent
to which foundation program or basic state aid equalized educa-
tional opportunity, (2) the extent to which all state aid, including
foundation prigram or basic aid and special aids, plus local
school revenue equalized educational opportunity and (3) the
extent to which educational opportunities are equalized by total
state, local and fedexral revenues.
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DESIGN OF STUDY

This investigation was designed to determine the extent of
equalization from federal, state, and local support prograas when
local school districts were classified as central city, non-central
city or subnrban, independent city, and rural. Ten states were
selected according to the following criteria:

1. The state must have had a metropolitan central city with a
corresponding school districi with 50,000 average daily attend-
ance or raore.

2. School districts of the state must have been organized so
that they could be classified according to the following typology:
central city, outside central city or suburban, independent city,
and rural.

3. The states selected should, as. far as possible, be geographi-
cally distributed and have a range in taxpaying ability repre-
sentative of that of the United States.

Districts composed of the following elements were included
from each of the states meeting the above criteria:

1. The schoo; district corresponding to the central c1ty of the
largest city of each state.

2. Those non-central city or suburban school dlstrlcts (at
least 1,500 ADA) connected to the largest city’s school district
(in the same Standard Metropolitan Statistical Area).

3. Those school districts which represented independent cities
and which had an average daily attendance of 6,000—12,000.

4. Those school districts which had aiz average daily attend-
ance of between 1,500—5,000 and which did not have a town of
over 10,000 populatien within the school district.

For each state, random samples of suburban, independent
city, and rural districts meeting the above criteria 2, 3 and 4
were selected.” The samples consisted of at least ten districts, or
15 percent of the total number of districts, or the total number
of districts in the population classification. Total districts were
used when the number of districts did not exceed twenty in a
population classification. Fifteen percent of the total distriets
was used when the number of districts exceeded twenty. If 15
percent of the districts was less than ten, ten districts were se-
lected for the study.

Thus, the districts selected from each of the ten selected states
included districts representing the largest central city in the
gtate, a sample of non-central city or suburban areas contiguous

204




e e e

TR

T R et

196 STATUS AND IMPACT OF FINANCE PROGRAMS

to the largest city in the state, a sample of independent cities
within the criteria limits, and a sample of rural areas that met
the criteria. This selection of districts provided a sufficient
sample to compare the large central city district with its sub-
urban districts, with smaller city districts in the state, and with
rural districts in the state.

This method of sampling resulted in the selection of 445 dis-
tricts from ten states, distributed as follows: Alabama 22, Colo-
rado 37, Georgia 24, Michigan 54, Missouri 42, New York 65,
Ohio 88, Oregon 22, Texas 52, and Wisconsin 39. The sampling
method resulted in the selection of a greater number of districts
from the states which had a greater number of districts. For ex-
ample, Alabama had 118 school districts in 1968-69 and Ohio,
648. It is noted in Chapter 3 that there are only approximately
4,800 districts in the United States which have an average daily
attendance of 1,500 or more. Therefore, the sample in this study
contains approximately 10 percent of all districts in the United
States with an attendance of 1,500 or more.

Treatment of Data

The three categories of revenue gathered from each state for
each sample distvict were as follows: minimuin foundation pro-
gram revenue or basic state aid ; total local and total state revenue
including foundation program or basic aid and also special aids;
and total local, state, and federal revenue.

Each category of revenue and the valuation of property was
divided by the district’s average daily attendance. These cate-
gories were compared by classifying the sample districts into one
of the four population classifications (central city, suburban, in-
dependent city, and rural) and comparing the three revenue -
categories and the category of wealth both within and between
population classifications.

Three correlations were computed for each state to determine
the degree of equalization provided by the three categories of
revenue. Each of the three revenue categories was correlated
with wealth as measured by equalized assessed valuation or as-
sessed valuation. The measure of wealth used was dependent
upon the measure made available by the state to the researcher.

Perhaps the greatest concern of educational finance experts is
the extent to which educational financing programs equalize edu-
cational opportunity through the equalization of educational re-
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REVENUES BY POPULATION CLASSIFICATION 197

sources. Equalization of educational resources is considered in
this chapter as to the extent to which financial resources per
pupil in ADA are distributed in inverse proportion to wealth. It
would, of course, have been preferable to use some type of
weighted pupil measure which reflected cost differentials for dif-
ferent types of pupil populations and different types of districts
but this information was not available. However, it is not be-
lieved that the use of average daily attendance, rather than
weighted, has seriously affected the conclusion of this study.

SUMMARY OF FINDINGS.

A brief summary of the findings from this study is presented
in thig section of the chapter.

Variations in Wealth Among Classes of Districts in Ten States

Table 5-1 shows the average equalized valuaticn or assessed
valuation per pupil by four population classificalions of school
districts in ten states. The valuation per pupil is not comparable
from state to state because the equalized valuation or assessed

TABLE 5-1
EQUALIZED ASSESSED VALUATION OR ASSESSED VALUATION
PER PUPIL IN ADA FOR SELECTED POPULATION CLASSIPICATIONS
oF EacH STATE 1968-1969

Central City Suburbs  Independent City Rural

Rank Rank Rank Rank
Within Within Within Within

State  Amount State Amount State Amount State Amount State

Alabama $ 8711 2  $8725 1 $4711 3  §$ 4172 4
Colorado 14,640 1 7172 4 7.338 3 7.083 2
Georgia* 45199 1 29,508 2 27,508 3 25,157 4
Michigan* 18,206 3 20,930 1 19,073 2 13,670 4
Missouri 12,044 1 11,673 2 9,800 3 6,395 4
New York* 45513 1 33,031 2 27801 3 21,943 4
Ohio 20,219 1 18,248 2 14,083 4 14,288 3
Oregon* 47604 1 31,827 4 41970 3 42189 2
Texas 923,244 1 17,200 2 15983 3 12,956 4
Wisconsin 38,278 1 29,128 3 35,162 2 26,308 4
Average

Rank

Within

State 1.2 2.3 2.9 3.5

*Equalized Assessed Valuation.

L
Vo
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198 STATUS AND IMPACT OF FINANCE PR(ﬁGliAMS

valuation varies in percent of true valuation from state to state.
However, within a given state, the average valuation per pupil
ghould be fairly comparable among different classes of districts.
The average valuation per pupil for each population classification
of districts is more accurate in states where equalized valuation
data are available. However, the average assessed valuation per
pupil for a class of districts is fairly comparable with the average
valuation of other classes of districts unless there is a systematic
difference within a state in the percent of true value at which
property is assessed in central city, suburban, independent city
and rural districts.

Table 5-1 shows that in the ten states studied, the central city
or core city district had the highest average rank in valuation
per pupil followed in order by suburbs, independent city and
rural districts. In eight of the ten states, the central city district
ranked highest in valuation per pupil and in only two of the ten
gtates did the suburban districts rank highest in valuation per
pupil. Therefore, the evidence collected in this study does not
support the popular myth that the suburban districts have a
higher valuation per pupil than the central city district. It will
also be observed that in seven of the ten states the rural districts
ranked lowest in valuation per pupil.

Districts within each population class of school districts vary
widely in valuation per pupil in most states. Table 5-2 shows
that in five of the ten states studied the suburban district with
the highest per pupil valuation had more than three times the
valuation per pupil of the suburban district with the lowest val-
uation. This evidencz explodes another myth that ali suburban
districts are wealthy. In only two of the ten states does the in-
dependent city district with the highest valuation have three
times or more of the valuation per pupil of the district with the
lowest valuation. However, in seven of the ten states, the rural
district with the highest valuation has three or more times the
valuation per pupil of the district with the lowest valuation.
These variations are not due to very small numbers of pupils in
a district because all districts with an average daily attendance
of less than 1,500 were excluded from the sample. Therefore,
the wide variations in valuation per pupil among districts in each
populstion class are quite significant. The central city district
was excluded from Table 5-2 because only the largest central city
in each state was included in the sample.
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T4BLE 5-2
RATIO OF VALUATION PER PUPIL OF DISTRICT WITH LOWEST VALUATION
T0 DISTRICT WITH HIGHEST VALUATION 1968-69

Independent
y tate Suburb City Rural
L Alabama 1— 10 1 —21 1 — 32
i Colorado 1 — 24 1 — 30 i— 114
& Georgia 1 — 1.8 1 —12 1— 25
: Michigan 1-— 48 1—19 1— 123
5, Missouri 1 — 127 1—12 1— 21
I New York 1 — 54 1 — 26 % — 5.5
Ohio 1 — 3.7 1— 22 1 — 16.8
F Oregon 1 — 20 1 — 33 1 — 4.9
Texas 1 — 46 1 — 26 1 — 115
- Wisconsin 1 — 21 1—29 1 — 24

State Foundation or Basic State Aid Only by Class of District

1 Table 5-3 stiows the foundation program or basic state aid
per pupil by class of district. Each of the ten states has a foun-
dation program or basic state aid distribution which has as one
of its prinecipal purposes the equalization of educational oppor-
tunity in that state. Do these basic state appropriations tend to
equalize educational opportunity? Table 5-3 shows the amount
of these appropriations per pupil in each state and also the rank
within each state by class of distriet of the amount per pupil re-
ceived. This table shows that among these ten states the average

TABLE 5-3
STATE FOUNDATION PROGRAM OR BASIC STATE AID ONLY PER PUPIL
IN AVERAGE DAILY ATTENDANCE 1968-69*

Central City Suburbs  Independent City Rural

Rank Rank Rank Rank
Within Within Within Within
State  Amount State Amount State Amount State Amount State
Alabama $227 3 $234 2 $236 1 $222 4
Colorado 108 4 170 3 171 2 184 1
Georgia 218 4 261 2.5 261 2.5 314 1
Michigan 248 3 266 2 242 4 299 1
Missouri 169 4 175 3 200 2 216 1
: New York 530 1 438 4 459 3 528 2
: Ohio i29 4 151 3 176 2 228 1
4 Oregon 159 4 176 i 139 3 159 2
A Texas 157 4 195 3 206 2 215 1
E Wisconsin 22 4 218 1 106 = 3 207 2
& Average Rank
; Within State . 85 2.5 2.5 1.6

*Excludes special state appropriations.
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rural district received the greatest amount of basic or founda-
tion program state aid per pupil, the central districts the least,
and the suburbs and independent cities ranked the same. Ref-
erence to Table 5-1 will show this order in almost the reverse of
the order of valuation per pupil. Maximum financial equaliza-
tion of educational opportunity from a combination of state and
local funds requires that the state funds allocated per pupil to
the districts shall be in inverse relationship to the wealth per
pupil of the distriets. In other words the less wealthy districts
would have to receive more funds per pupil from the state than
the more wealthy districts (other things being equal) in order to
maximize the equalization of financial resources among the dis-
tricts. Table 5-3 shows that in most states the basic state or
foundation program appropriation does have an equalizing effect.

The effe::> of the foundation program or basic state aid on
equalizatica of financial resources is further analyzed in Table
5-4. This table shows that in eight of the tei: states studied that
the basic or foundation program state appropriation had a sig-
nificant influemce on financial equalizaticn. The equalization
effect was not ignificant in Alabama and Texas. A perfect
correlation is either 1.0 or —1.0. That is, the correlation may
range between a perfect positive correlation of 1.0 and a perfect
negative correlation of —1.0. A negative correlation means that
if one measure increases, the measurz with which it iz being
compared decreases. The negative correlations in Tabie §-4 mean

TABLE 5-4
CORRELATION BETWEEN BASIC STATE AID OR FOUNDATION PRCSRAM AID
PER PUFiL AND VALUATION OF PROPERTY PER PUPIL OF
ScuooL DisTricTs 1968-69

Coefficient
of
State Correlation
Alabama 3710
Colorado — 4812*
Georgia —.6721*
Michigan —.9999*
Missouri —.7222*
New York —.8373*
Ohio —.9114*
Oregon — .5482%
Texas —.0896
Wisconsin —.8291%

*Correlation significant at the one percent level.
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that the greater the wealth per pupil of a district, the less the
amount of state aid per pupil it receives. If the state aid per
pupil received by districts in a state is negatively correlated with
valuation per pupil, the state aid has an equalizing effect.

Total State Aid Plus Total Local School Revennize
Per Pupil by Classes of Districts

Table 5-5 shows that when total state funds are added to local
funds the state foundation program or basic state aid appropria-
tions are not sufficient to equalize educational opportunity. Total
gtate funds include the basiec or foundation program appropria-
tion and siso special state aids. The two wealthiest classes of
digtricts, the central city and the suburbs, have the highest
amounts of revenue available per student; and the two classes of
districts with the lowest valuation per pupil have the lowest
amount of revenue available per pupil. Part of these differences
could possibly be due to variations in local tax effort to support
schools among classes of districts. However, most of the differ-
ences in revente available per pupil are no doubt due to differen-
ces in valuation per pupil.

Table 5-6 shows that state funds were not sufficient or were
not apportioned in such a manner as to equalize the differences

TABLE 5-5
TOTAL LOCAL AND STATE REVENUE PER PUPIL IN ADA FOR SELECTED
PorULATION CLASSIFICATIONS OF BACH STAYE 1968-1969

Central City Suburbs  Independent City Rural

Renk Rank Rank Rank
Within Within Within Within
State Amount State Amount State Amount State Amount State

Alabama § 349 2 $ 355 1 $ 842 3 $ 324 4
Colorado 775 i 577 8 601 2 551 4
Georgia 684 1 516 2 425 4 463 3
Michigan 734 3 860 1 786 2 655 4
Missouri 761 2 847 ] 728 3 690 4
New York 1,185 2 1,367 1 1,135 3 1,112 4
Ohio 665 2 743 1 557 3 10 4
Oregon 766 4 823 2 768 3 841 1
Texas 619 1 526 3 554 2 511 4
Wisconsin 762 3 875 1 750 4 776 2
Average
Rank
Within

State 21 1.6 2.9 34
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TABLE 5-6
CORRELATION BETWEEN TOTAL STATE AND LOCAL REVENUE AVAILABLE
PER PUPIL AND VALUATION OF PROPERTY PER PUPIL 1968-69

Coefficient
of
State Correlution
Alabama .6466*
Colorado J155%
Georgia .7392*
Michigan .6498*
Missouri .8995*
New York S377*
Chio S7146%
Oregon 2931
Texas B9y1*
Wisconsin .1990*

*Significant at the one percent level

in revenue associated with differences in property valuation per
pupil among the districts in eight of the ten states. All of the
correlations were significantly positive except in the states of
Oregon and Wisconsin. A significant positive correlation be-
tween total state and local revenue per pupil and property valua-
tion per pupil means that the greater the property valuation per
pupil in a district, usually the greater the amount of state and
local revenue available per pupil.

Total State, Local and Federal Revenue Available
Per Puyil by Classes of Districis

Table 5-7 presents’fb/tal state, local and federal revenue per
pupil by four classes of school districts. It is interesting to com-
pare this table with Table 5-5 which presents total state and local
revenue per pupil for these same four classes of districts. Table
5-7 shows that the average rank within the state of central city
districts in ten states in total local, state and federal revenue per
pupil was 1.5, suburban districts 2.8, independent city districts
2.9 and rural districts 3.0. This is the same order of ranking of
these districts in property ranking per pupil althcugh the abso-
lute averages vary somewhat. This means that the total revenue
per pupil from all sources, local, state and federal, tends to be
greatest in the districts with the highest property valuation per
pupil.

It is also noted from Table 5-7 that when federal revenue is
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TABLE 5-7
TOTAL LOCAL, STATE, AND FEDERAL REVENUE PER PUPIL IN ADA FOR
SELECTED POPULATION CLASSIFICATIONS OF EACH STATE 1968-1969

203

Central City Suburbs  Independent City Rural
Rank Rank Rank Rank
Within Within Within Within
State Amount State Amount State Amount State Amount State
Alabama § 405 3 $ 891 4 $ 421 1 $ 417 2
Colorado 836 1 619 4 665 2 627 3
Georgia 757 1 551 2 496 4 505 3
Michigan 833 2 875 1 824 3 680 4
Missouri 851 2 875 1 746 4 752 3
New York 1,297 2 1,370 1 1,175 3 . 1,131 4
Ohio 734 1 546 3 588 2 529 4
Oregon 812 3 837 2 797 4 865 1
Texas 647 1 546 4 595 2 586 3
Wisconsin 816 2 897 1 769 4 805 3
Average
Rank
‘Within
State 1.5 2.3 2.9 3.0

included that the ranking of both the central city districts and
the rural districts is raised. This would indicate that the central
cities and the rural districts are receiving proportionately more
federal funds (probably Title I funds from the Elementary and
Secondary Education Act) than the suburban and independent

city districts.

Table 5-8 shows the correlation between total local, state and
federal revenue per pupil and valuation of property per pupil. In

TABIE 5-8
CORRELATION BETWEEN TOTAL LOCAL, STATE AND FEDERAL REVENUE
AVAILABLE PER PUPIL AND VALUATION OF PROPERTY PER PUPIL 1968-69

Coefficient
0
State Correlation
Alabama —.0378
Colorado .6691*
Georgia .7600*
Michigan 5801*
Missouri J7594*
New York .7295*
Ohio .6975*
Oregon 3620
Texas 7266*
Wisconsin 2181

*Significant at the one percent level.
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seven of the ten states the correlation is significantly positive in-
dicating that total local, state and federal revenue per pupil is
significantly correlated positiveiy with property wvaluation per
pupil. Attention is directed to the fact that the higher the pnsi-
tive correlation, the greater the association of total revenue with
property valuation. The cnrrelations presented in Table 5-8 for
seven of the ten states are slightly less than the correlations
shown in Table 5-6 for these same states. This indicates that
federal funds had a slight equalizing effect in seven of the ten
states studied.

Variation Among Districts in Total Revenue Per Pupil

Table 5-9 shows the variation among districts in a state in
total local, state and federal revenue per pupil. These variations
are quite significant because the sample of districts from each
state includes only districts that have an average daily attend-
ance in excess of 1,500. The ratios of the lowest district to the
highest district for each population classification of school dis-
tricts and for the state as a whole are shown in Table 5-9. No
ratic is shown for the central city district because only one cen-
tral city district is included for each state. The variations in
total revenue per pupil are significant for all classes of distriets,
but the variations are greater in the suburban and rural districts
than among the independent city districts. Among the suburban
districts in these ten states, the lowest variation is in Alabama

TABLE 5-9
RATIC 0 DISTRICT WITH THE LOWESY (OTAL AMOUNT OF LOCAL,
STATE AND FEDERAL REVENUE PER PUPIL TO DISTRICT WITH
HIGHEST AMOUNT 1968-69

Total
Districts
Independent m

State Suburb City Rural Sample
Alabame 1—12 11— 13 1—15 1—17
Colorado 1 —15 1-— 14 1—18 1 —18
Georgia 1 —15 1—1.2 1—15 1—1.8
Michigan 1 —19 1-—13 1—1.86 1—22
Missouri 1 — 34 1-—13 1—14 1— 34
New York 1 — 2.0 1—15 1— 20 1 —28
Ohio 1 —18 1— 1.5 1—15 1 — 286
Oregon 1 —14 1—1.2 1—13 1—-15
Texas 1 —15 1—14 1 — 22 1—23
‘Wisconsin 1—16 1— 18 1 —14 1--21

N
-
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i where the suburban distriet with the greatest amount of total
L revenue per pupil had 1.2 times as much revenue as the suburban
district with the lowest total per pupil revenue. This means
that the most favored suburban distriet had 20 percent more
! revenue available per pupil than the least favored suburban dis-
trict. The greatest variation among suburban districts in per
pupil revenue is found in Missouri where the most favored dis-
trict had 8.4 times the revenue per pupil of the least favored
district.

Among independent city districts the variation ranged from

1 to 1.2 in Oregon and Georgia to 1 to 1.8 in Wisconsin. The
variation among rural districts ranged from 1 to 1.3 in Oregon
to 1 to 2.2 in Texas.
: When all the sample districts in each state are combined, the
4 ~~—Variations among the districts are significant in all states. The
range is from 1.5 in Oregon to 3.4 in Missouri. This means that
of the districts with an average daily atiendance of 1,600 or more
‘ in Oregon the most favorad district had 50 percent more total
oE revenue available per pupil and in Missouri, the most favored dis-
' triet had 240 percent more total available per pupil in 1968-¢9
than the least favored district.

These data indicate the financial resources available per pupil
were far from equalized in 1968-69 in the ten states in the
sample but that some states had moved toward equalization of
financial resources more than other states.

v Ee el

AL

CONCLUSIGNS

: This study was based on a sample of 445 districts of 1,500 or
] more average daily attendance in ten selected states. The find-
: ings should be fairly representative of the nation. The districts
of each state were grouped into the following four population
classifications: central or core city, suburban, independent city
and rural. The study was designed to determine how well the
financial resources per pupil were equalized within and among
these four types of districts and to determine whether there was
any systematic discrimination against the central city districts
or any other class of districts in the apportionment of state
school funds. Following are the principal conclusions with re-
spect to the ten states studied.

1. The central city or core city districts have a greater valua-
tion of property per pupil than any other class of school districts.
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206 STATUS AND IMPACT OF FINANCE PROGRAMS

The central city districts are followed in order of valuation of
property per pupil by the suburban districts, the independent
city districts and the rural districts.

2. Suburban districts within most of the states studied varied
widely from each other in valuation of property per pupil. The
same is true of independent city and rural districts.

3. There is no evidence that there is a systematic discrimina-
tion against central city distriets or any other class of school dis-
tricts in the distribution of state funds.

4. The basic state aid or foundation program state aid was
apportioned by such methods as tc significaatly equalize the fi-
nancial resources available per child in the school districts of
eight of the ten states studied. The maximization of the equali-
zation of the financial resources available per child from a com-
bination of state and local funds is defined in the study reported
in this chapter as the allocation of state funds per pupil inversely
to the property valuation per pupil in the school districts. It is
true, as is pointed out in Chapter 4, that some financial equaliza-
tion results from the apportionment of state funds on the basis
of a uniform amount per pupil without reference to local varia-
tions in property valuation per pupil. However, maximum
equalization of financial resources from a given amount of state
revenue in states which finance the basic state program from a
combination of state and local revenue can be attained only-by
allocating state funds in inverse relationship to local taxpaying
ability.

5. When all state aid (foundation program or basic state aid
plus special aids) is added to total local school revenue, the reve-
nue per pupil in average daily attendance was significantly posi-
tively correlated with the valuation of property per pupil in
eight of the ten states studied. This means that state funds were
insufficient in amount or were apportioned in such a manner as to
fail to overcome the disequalizing effect of variations in amount
of local revenue available per pupil.

6. When federal funds were added to state and local funds, it
was found that the effect was slightly equalizing in seven of the
ten states studied.

7. Significant variations among districts in the total amount
of local, state and federal revenue available per pupil were found
in all ten states. In six of the ten states studied, it was found
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that the most favored district had over twice the total revenue
available per pupil than the least favored district. Since all dis-
tricts of less than 1,500 average daily attendance were excluded
from the sample of districts studied, this finding is highly sig-
nificant. If districts of less than 1,500 average daily attendance
had been included the variations among districts would have
been much greater.

8. Evidence presented in Volume 8 of the National Educa-
tional Finance Project entitled Planning to Finance Education
shows that the costs for an equivalent educational opportunity
are not the same for all types of pupils and that the percentage
of high cost pupils such as the culturally disadvantaged, the
handicapped and vcecational students is not the same in all dis-
tricts. The study reported in this chapter would have been im-
proved if information concerning these pupils had been available
for all of the districts included in the study. Unfortunately, this
information was not available. However, it is not believed that
the use of average daily attendance instead of weighted pupils
reflecting cost differentials seriously affected the conclusions of
this study except that the use of weighted pupils might have
produced wider per pupil ranges than those reported.

9. Attention was directed in the first part of this chapter to
the special problems (governmental overburden) of the core
cities. The extra costs in these core cities for such services as
public safety, sewage disposal, transportation and public welfare
are well documented. Furthermore, the concentration of high
cost culturally disadvantaged pupils in the public schools of the
core cities is also well documented. The equalization of educa-
tional opportunity cannot be maximized unless the extra costs
of these high cost pupils, not only in the core cities, but in other
districts are provided for in state aid or federal distribution for-
mulas. However, it is hardly possible to meet the extra financial
needs of the core cities for such services as public safety,
sewage disposal, transportation and public welfare by “trick”
adjustments in state aid formulas. Such a policy would not
meet the financial needs of these cities and it would interfere
with a state’s policy of equalizing educational opportunity. It
would seem better policy for a state to recognize, in its formula
for distributing state school funds, the extra costs of special
types of education, not only in the core cities, but in all types of
school districts.and that it would asgist the core cities in meeting
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their “governmental overburden” by direct appropriations for
that purpose.

FOOTNOTES

1. Seymour Sacks, “Current City Educational Systems: Economie and
Fiscal Aspects of Their Current Dilemma,” 1968 State School Finance
Laws Handbook, Evanston, Illinois: National School Boards Association,
1968, pp. 30-39.

2. For details of this study, see James Alan Burns, State Educational
Revenue Support by Population Clacsification, unpublished doctoral dis-
sertation. Gainesville, Florida, University of Florida, 1970. This study
was sponsored by the National ilducational Finance Project.
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, CHAPTER 6

Local Nonproperty Taxes for Schools
DUANE (). MOORE

Since World War II the growth in the number of local gov-
2 ernmental units using local nonproperty taxes has been substan-
2 tial. By 1958, two-thirds of the cities over 10,000 population
levied one or more types of nonproperty taxes.!
Although the number of local governmental units using local
nonproperty taxes is increasing, the percentage of local non-
property tax revenue is still low. In 1942, all local governments,
including school districts, obtained 7.6 percent of their local tax
revenue from local nonproperty taxes. But despite the increase
in the number of local governmental units using local nonprop-
erty taxes, such taxes had increased to only 12.9 percent of local
tax revenue in 1966.2 The increase in the utilization of non-
property tax sources in the United States has been caused by
several factors. Some of these are the real or psychological
burden of property taxes, possibility for higher yield, more
direct relationship to “real” wealth, transfer of the tax burden
to non-residents, advantage of special circumstances such as
being a trade or industrial center, the economic impact of the
tax, political and social pressures, and municipal overburden.
School districts have turned to nomproperty tax revenue in
many states in an effort to meet the rising cost and demand for
educational programs and services. In 1968-69, twenty-two states
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210 STATUS AND IMPACT OF FINANCE PROGRAMS

and the District of Columbia authorized the use of local non-
property taxes by local school districts.?

Educational finance experts have raised some question con-
cerning this trend. Johns and Morphet,* Mort,* and Burkhead,®
have been concerned that local nonproperty taxation may have
a tendency to prevent equalization of financial resources among
the local school districts within a state due to the extreine varia-
tions in the fiscal ability of various communities.

Most of the local nonproperty taxes are levied and expended
by city and county governments. It is estimated that 97 to 98
pereent of all local taxes collected by school districts is derived
from the property tax. Alford reported in 1957 that the prop-
erty tax comprised almost 99 percent of all local taxes collected
by independent school districts,” The Buxreau of the Census does
not report data on shared taxes in dependent school systems in
such form as to determine the amount of nonproperty local tax
revenue received by dependent city school systems from city
governing bodies. Dependent school systems expend abcut 20
percent of school revenues.? Even when these dependent systems
are taken into account, the estimate that from 97 to 98 perceti; of
local school tax revenue is derived from the property tax for the
nation as a whole is probably fairly accurate. However, local
nonproperty taxes are of considerable importance in some states,
therefore it was deemed desirable to analyze the impact of these
taxes in a few states where substantial amounts of such taxes
are being levied. .

STATES USING LOCAL NON-PROPERTY TAXES FOR
SCHOOLS

The states which utilized local nonproperty tax revenue for
the support of schools in 1968-69 and the taxes Iev1ed are listed
below :

Alabama —sales, gasoline, mineral release documentary,
amusement, tobacco and aleoholic beverage.

Alaska —business license and raw fish

Arizona —auto lien, aircraft lien, educational excise and
cigarette

Delaware —per capita

Kentucky —poll, whiskey, corporation franchise, utilities,

occupation and excise
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Louisiana —sales

Maryland —income

Minnesota —grain handling and mortgage registry

Mississippi —severance

Nebrasks —Ilicense and retail power sales

Nevada —sales and motor vehicle license

New Mexico —motor vehicle, business license and occupa-
tion

New York —sales and income

North Carolina —poll, dog, beer and wine

Oklahoma —rural electrification, severance, auto license
and intangibles

Pennsylvania —per capita, income, amusement, sales, occu-

pational, real estate transfer, general busi-
ness, mechanical device, golf and parimutuel
South Carolina —poll and dog

Terinessee —motor vehicle, sales, tobacco, business privi-
lege and beer
Vermont —rpoll
Virginia —sales
Wyoming —7oll and motor vehicle
District of —income, sales and use®
Columbia

The most important local nonproperty taxes levied for schools
are general sales, selective sales and income or payroll taxes.
Local zales taxes are generally regressive in effect. Local income
taxes are usually flat rate taxes on persons and/or business and
tend to be proportional in effect rather than progressive.

Authorities on taxation generally agree that the states can
collect the major local nonproperty taxes used for schools at less
cost and with more efficiency than local governments. Further-
more, state-wide levy and collection of nonproperty taxes mini-
mizes economic dislocation and tzx cumpetition among the local
governments of a state.

PRESENT IMPACT OF LOCAL NONPROPERTY TAXES ON
EQUALIZATION

A special study of the present impact of local nonproperty
taxes for schools on financial equalization of educational oppor-
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tunity was made by Moore® under the sponsorship of the National
Educational Finance Project. The design of the study and the
findings are reported in this section.

Selection of States and Sample Districts

Moore collected data on local nonproperty texes from the fol-
lowing nine states: Alabama, Delaware, Kentucky, Louisiana,
Maryland, New York, Pennsylvania, South Carolina and Ten-
nessee. However, the local nonproperty taxes for schools in
South Carolina only amounted to about 85 cents per pupil, and
in Delaware only 10 districts levied local nonproperty taxes in
1968-69. Those two states are excluded from the data reported
in this volume because the data from those states were insuffi-
cient for valid statistical analysis. It is not assumed that the
seven states constitute a valid sample of the naticn. Those
seven states were selected because substantial amounts of local
nonproperty taxes were levied in those states in a substantial
number of districts in 1968-69.

Districts from each of the states were selected according to
average daily attendance (ADA) classifications of 1,500-4,999;
5,000-8,999; 10,000-24,999; 25,000-49,999 ; and 50,000 and above.
If the sample of districts in classifications was less than thirty,
all of the districts were included. If the population of districts
in an ADA population classification exceeded thirty, a stratified
random sample of thirty was taken.

The same sample used in the ADA classifications was classi-
fied within each state into central city, suburban, independent
city, or rural and also into highest and lowest quartiles according
to the per pupil value of property in the district.

This method of sampling resulted in the selection of the fol-
lowing numbers of districts in each state:

Alabama —T72
Kentucky —54
Louisiana —66
Maryland —24

New York —95
Pennsylvania —83
Tennessee —69
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Data Collection and Analysis

The same data were collected from all states in the investiga-
tion. For each school district' in the sample, nonproperty tax
revenue totals from local sources for the fiscal year 1968-69 were
collected. It was necessary in Tennessee and Maryland to obtain
the operating revenue totals from the governmental unit to pro-
rate the revenues transferred to the school district. These data
were obtained from state reports.

In addition to the local operating revenue receipts, one meas-
ure of wealth for each district in the sample was used. This
measure of wealth, equalized assessed valuation or assessed val-
uation per chiid in ADA, was used for comparative purposes in
the investigation. Equalized assessed valuation or assessed val-
uation for each district was gathered from individual state re-
poris provided for the National Educational Finance Project.

A Spearman Rank Correlation was computed to determine
the relationship between local nonproperty tax revenue ang
wealth as measured by equalized or assessed valuation per pupil
in sverage daily attendance for the total sainple of school dis-
tricts in each state. The .01 and .05 levels were utilized to de-
termine if a significant correlation existed.

The assumption was made that a positive relationship indi-
cated that local nonproperty taxes for schools tended to dis-
2qualize educational opportunity. A positive relationship indi-
cates that as the wealth of the districts increases, the local non-
property tax revenue per.pupil in average daily attendance in-
creases. An inverse relationship sweculd then show that the less
wealthy school districts were favored by loea! nonproperty tax
revenues. An inverse relationship indicates that as the wealth
of the district decreases, the local nonproperty revenue per pupil
in average daily attendance increases.

A local nonproperty tax revenue per pupil in average daily
attendance mean score was computed for each of the following
classifications of school districts: rural, independent city, sub-
urban and central city. In addition, the mean revenue per pupil
from local nonpropeity taxes was computed for the highest and
lowest quartiles of districts in property valuation per pupil. The
mean scores for the classifications were compared arithmetically
to ascertain which classifications of school districts were profit-
ing most from local nonproperty taxes.
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Summary of Findings

As shown in Table 6-1, the correlation coefficients for the
total number of sample school districts in a state showed a sig-
nificant positive relationship between local nonproperty tax reve-

TABLE 6-."
CORRELATION BETWEEN LOCAL NONPiOPERTY T4aX REVENUE PER
PUPIL AND PROPERTY VALUALYWON PER PUPIL

Total
States Sample
Alabama 11182
Kentucky 62277*
Louisiana 11217
Maryland .56261*
New York .38120*
Pennsylvania 18478
Tennessee 454356*

*Significant at the .01 level,

nue per pupil and property valuation per pupil, in four of the
seven states that were selected. In three other states, almost no
relationship existed between the variables.

This table understates the relationship between revenue per
pupil from nonproperty taxes and oroperty valuation per pupil
because of the method of sampling. If the districts had been
random sampled so as to include the total range in wealth per
pupil of districts above 1,500 ADA, all of the correlations would
probehly have been higher. As stated above, the sample studied
wags a stratified sample seiected by population groups which in-
cluded the total range in numbers of pupils per district in dis-
tricts with 1,500 or more pupils. The sample was selected in this
manner in order that the districts might also be grouped into the
classification of rural, independent city, suburban and central
city.

Impact of Local Nonproperty Taxes by Population Classifi-
cations of Sehool Districts. The population classifications uti-
lized in this study were: rural, independent city, suburban and
central city school districts. A rural school district was defined
as a district with 1,500 or more pupils within a geographic area
that does not include a city of 15,000 or more population. An
independent city school distriet was considered to be in a city of
15,000 or more where the city{s) cortained more than one-third




PN
&
L
I
*
;
3
L
b
L:
n
B

\GRIORE (oeric e e R b o

2

Gz Pl

R

Aruitoxt provided by Eic:

LOCAL NONPROPERTY TAXES 215

of the total population in the school district’s attendance area.
A suburban school district was the area or satellite cities sur-
rounding a central city. A central city school district —ras de-
fined as a school district nearly coterminous with the geographic
boundary of a city of 50,000 or more population. It should be
noted that these definitions of rural independent city, suburhan
and central city differ somewhat from the definitions of these
same classifications of districts used by Burns and reported in
Chapter 5 of this volume, The principal difference between the
two sets of definitions is in the size of the central cities. Burns
used a much larger population size before he classified a city dis-
trict as a central city.

Table 6-2 shows the mean revenue per pupil obtained from
local nonproperty taxes by rurzl, independent city, suburban and
central city school districts. Table 6-3 shows the rank within
each state studied of revenue obtained by each class of school
districts. It wiil be noted that in five of the seven states studied,
the rural districts received the least amount of revenue per pupil
from local nonproperty taxes and in four of the seven states, the
central city districts received the most revenue. The average
ranking for the seven states shows that the central city districts
on the average receive more revenue per pupil from local non-
property taxes followed in order by suburban, independent city
and rural school districts.

Table 6-4 shows that in the seven states studied that the
central city and suburban districts on the average, rank highest
in valuation of property per pupil and that the rural districts

TABLE 6-2
MEeAN REVENUE PErR PUPIL FROM LocAL NONPROPERTY TAXES,
1968-69

Mean Revenue Per Pupil in Average Daily Attendance
from Local Nonproperty Taxes

Independent Central
Rural City Suburban City

States Districts Districts Districts Districts
Alabama $ 15.24 $ 18.03 $ 14.11 $ 7.00
Kentucky 26.44 27.74 89.05 103.01
Louisiana 40.12 47.53 81.02 73.11
Maryland 63.55 96.57 100.92 97.43
New York 6.15 5,03 15.06 65.05
Penngylvania 84.97 87.68 88.88 101.30

Tennessee . 25.19 50,73 71.12 74.31
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TABLE 6-3
) RANK WITHIN STATE IN REVENUE FROM NONPROPERTY TAXES, 1968-69

Rank Within State in Revenue Per Pupil From
Local Nonproperty Taxes

Independent Central
Rural City Suburban City

States Districts Districts Districts Districts
Alabama 2 1 3 4
Kentucky 4 3 2 1
Louisiana 4 3 1 2
Maryland 4 3 1 2
New York 3 4 2 1
Pennsylvania 4 3 2 1
Tennessee 4 3 2 1

Average Rank 3.4 2.9 19 1.7

TABLE 6-4

MEDIAN RANK WITHIN STATES IN VALUATION
OF PROPERTY PER PUPIL

Rank Within States in Median Value of
Property Per Pupil

Independent : Central
Rura. City Suburban City
States Disiricts Districts Districts Districis
Alabama 4 3 1 2
Kentucky 4 3 2 1
Louisiana 4 3 2 1
Maryland 4 3 1 2
New York 4 3 2 1
Peunnsylvania 4 3 2 1
Tennessee 4 2 1 3
Average Rank 4.0 2.9 1.6 1.6

rank lowest. Comparing Table 6-4 with Table 6-3, it iz observed
that the districts that rank highest in valuation of property per
pupil also rank highest in amount of revenue derived from local
nonproperty revenue per pupil. Therefore, it is concluded that
the levy of local nonproperty taxes by school districts only adds
to the disegualization already existing among these classes of
districts created by disequalities in property valuation per pupil.
Impact of Local Nonproperty Taxes Upon Districts in the
Highest and Lowest Quartiles in Property Valuation Per Pupil.
The total sample of districts from each state was ranked from
highest to lowest in property valuation per pupil. Then, the av-
erage amount of revenue per pupil derived from local nonprop-
erty taxes was computed for districts in the highest and lowest
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quartiles (highest one-fourth and lowest one-fourth) in valuation
of property per pupil. The results of this computation are
shown in Table 6-5. This table shows that in all seven states the
districts that rank in the highest quartiles in valuation of proper-
ty per pupil average receiving more money per pupil from local
nonproperty taxes than the districts that rank in the lowest
quartile in valuation of property per pupil. This is further evi-
denced that local nonproperty taxes had the general effect of dis-
equalizing the financial equalization of educational opportunity
in the seven states studied. There is no reason to believe that
these taxes would have a different impact in other states.

TABLE 6-5
MEAN AMOUNT OF REVENUE PER PUPIL FROM LOCAL NONPROPERTY
TAXES RECEIVED BY DISTRICTS IN THE HIGHEST AND LOWEST QUARTILES
IN VALUATION OF PROPERTY PER PuUPIL

Mean Revenue Per Pupil Received by Districts
from Local Nonproperty Taxes

Districts in Highest Districts in Lowest
Quartile in Valuation of Quartile in Valuation of

States Property Per Pupil Property Per Pupil
Alabama $ 13.37 $ 7.31
Kentucky 50.28 16.22
Louisiana 51.50 42.03
Maryland 95.59 63.25
New York 33.51 3.21
Pennsylvania 96.84 78.25
Tennessee 52.82 2331

POTENTIAL IMPACT OF LOCAL NONPROPERTY TAXES
ON EQUALIZATION

The study discussed above was hased on an analysis of the
impact of nonproperty taxes actually levied by certain classifica-
tions of school disiricts .in seven states. - An examination of the
data used in the above study shows that in some states, many
districts of low wealth and a few districts of great wealth did not
levy local nonproperty taxes for schools although such taxes were
authorized. It is hypothesized that some districts of low wealth
did not levy local nonpreperty taxes because little revenue could
be derived from that source and that some of the districts of
great wealth did not levy such taxes because the revenue was not
needed or such distriets desired to profit economically from tax
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comapetition. In any event, it is desirable that the potential im-
pact of local nonproperty taxes on financial equalization of edu-
cational opportunity be examined if all districts in a state levy
such taxes. Fortunately, two studies, discussed below, are avail-
able which present some evidence on this issue.

Studies in Kentucky' and Indiana" have shown that legisla-
tion authorizing local nonproperty taxes for education tends to
increase the revenue disparities among local school districts, and,
in effect, tends to disequalize educational opportunity.

VPN

The Kentucky study showed that the three permissive local
nonproperty taxes in Kentucky—occupational, utility, and ex-
cise—increased the disparity between the haves and the have-
nots. Table 6-6 shows the potential ranges in revenue per pupil
to be derived from local nonproperty taxes in selected county
districts in Kentucky. Projections of the fiscal ability of the
counties in that state indicated that the occupational tax would
yield as much as $64 per pupil in average daily attendance in a
large suburban county school distriet while the same tax would
raise only $3 in a poor rural county. The permissive tax on util-
ities in the same state would raise $41 per pupil in one county
and only $1 per pupil in another. The excise tax in a similar
manner would yield $51 per pupil in a more affluent county and
only $3 per pupil for children in a less able part of the state. The
data showed that the yield from the three taxes in one poor
county of that state would have been: occupational tax, $3 per

e e in e Eomim e A o e e o

TABLE 6-6
ESTIMATED REVENUES FROM LOCAL NONPROPERTY
TAXES IN SELECTED COUNTIES IN KENTUCKY
Equalized
— Assessed Occupational  Utilities Excise
Valuation Tax Yield Tax Yield Tax Yield
Per Pupil Per Pupil Per Pupil Per Pupil
County ADA* ADA ADA ADA
Fayette $40,291 $56 $33 $47
Daviess 37,365 52 28 36
Jefferson . 36,129 64 29 51
Martin 11,038 3 1 3
Owsley 10,816 3 4 3
Breathitt 7,5%4 6 2 3
“*Property equalized at 100 percent of fair cash value, Public School

Financial Analysis, Kentucky Department of Education, February, 1970.
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pupil ; utilities tax, $1 per pupil; and excise tax, $3 per pupil
Since this one school district had only 2,659 in average daily at-
tendance, the revenues from the tax would not have been suffi-
cient to pay for tax collection, much less to enhance the budget
of the schools. From Table 6-6, one can see that the local non-
property taxes create wider disparities than local property taxes.
The greatest wealth differential based on the equalized assessed
valuation of property in the selected districts is a little over 5 to
1 while the ability differential of the occupational tax is more
than 21 to 1, the utilities tax is 33 to 1, and the excise tax is 17
to 1.

In Indiana, Wilkerson has shown that even though a local
one-cent sales tax and a local one percent income tax would each
raise, at the time of his study, 100 million dollars with a state-
wide per pupil yield of $92 and $91 respectively, such taxes would
result in substantial revenue disparity among counties. He noted
that tlie sales tax would raise $135 per pupil in ADA in Steuben
County while raising only $33 per pupil in Warren County. The
result is similar with the income tax which would yield $122 per
pupil in ADA in Allen County and $37 per pupil in Brown
County. Table 6-7, which shows high and low tax-yield districts,
indicates that these local nonproperty taxes increase the ability
differential among the counties of Indiana. In terms of property
values the high and low tax-yield counties had no more than a
2.2 to 1 differential, while the ability differential ainong the
same counties measured in terms of sales tax yield was over 4 to
1, and with the income tax, it was over 3 to 1.

TABLE 6-7
ESTIMATED REVENUES PER PUPIL IN ADA FROM LOCAL
NONZROPERTY TAXES IN SELECTED COUNTIES IN INDIANA

Assgessed Yield From Yield From

Valuation One Cent One Percent

of Sales Tax Income Tax

Property Per Pupil Per Pupil

County Per ADA ) ADA ADA
Allen $12,160 $123 $122
Steuben 11,706 135 92
Switzerland 10,955 45 45
Marion ) 10,523 124 . 116
Warren 10,380 38 51
Brown 5,065 38 37

N
N
0
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SUMMARY AND IMPLICATIONS FOR SCHOOL FINANCING

Following is a brief summary of the findings reported in this
chapter:

1. Twenty-two states authorized the levy of some type or types
of local nonproperty tax for schools in 1968-69.

2. 'The use of local nonproperty taxes has increased during re-
cent years but local governments, other than school districts at
the present time, are making the greatest use of such taxes.

3. It is difficult to compute the amount of local nonproperty
tax revenue received by school distriets throughout the nation.
However, it is probable that school districts for the nation as a
whole, still obtain from 97 to 98 percent of their local tax revenue
from the property tax.

4. A special study was made of the impact of local non:prop-
erty taxes on the financial equalization of educational oppor-
tunity in seven states authorizing such taxes. Districts were
classified as rural, independent city, suburban and central city.
It was found that the central city districts on the average in the
seven states studied, received the greatest amount of revenue per
pupil from local nonproperty taxes, followad in order by the
suburban, independent city and rural distriets. The central city
and suburban districts ranked highest in property valuation per
pupil, followed in order by the independent city and rural dis-
tricts.

Districts were also classified into the highest and lowest
quartiles in terms of value of property per pupil. The average
income per pupil for each quartile was then computed. In all
seven states, it was found that the districts that ranked in the
highest quartile in property valuation per pupil averaged receiv-
ing more per pupil in local nonproperty tax revenue.

The Spearman Rank correlation was computed for the total
sample of districts in each state. In all seven states, the corre-
lation between property valuation per pupil and revenue per
pupil actually received from local nonproperty taxes was positive
and in four of the seven states, it was highly significant.

The evidence produced in the study made by Moore* clearly
indicated that, in the seven states studied, the levy of local non-
property taxes for schools tended to disequalize the financial
equalization of educational opportunity.

5. Studies made in Kentucky and Indiana show that the levy
of local nonproperty taxes for schoois has the potential of -dis-

229




ERIC

Aruitoxt provided by Eic:

P TR T

LOCAL NONPROPERTY TAXES 22%/,7 z 2

equalizing the financial equalization of educational opportunity
more than it is presently made unequal by variations among dis-
tricts in property valuation per pupil.

6. Experts on taxation generally agree that state govern-
ments can levy and collect most important types of nonproperty
taxes more economically and efficiently than local governments.

7. Large, wealthy urban districts can obtain substantial reve-
nue from local, nonproperty taxes. This is especially true of
those districts that are trading centers. Such districts can use
such taxes as sales taxes to impose a part of their incidence on
persons from less wealthy districts who rome to cities to trade.
This is the reverse of financial equalization. Furthermore, the
levy of local sales and income taxes by large, wealthy urban and
suburban districts may hinder the state in levying such taxes be-
cause of the political ospposition of members of the legislature
from the areas profiting locally from the levy of such taxes. This
would result in a shortage of state revenue which would reduce
the power of the state to discharge its responsibility for equal-
izing educational opportunity within the state.
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CHAPTER 7

Historical Development of Federal
Aid Programs

SIDNEY TIEDT

One of the most persistent problems in American education
has been determining the role of the federal government in edu-
cation. What role, for example, should the federal government
play in funding, organizing, and improving education? From
the beginning of our country the role of the federal government
has never bean clear, for education began as a local responsibility
and concern and was, therefore, embodied as a state responsibil-
ity. Only recently have we begun to explore the potential role
of the federal government in influencing American education. It
is hoped that this chapter will be able to highlight some of the
questions and issues in this area of social and public policy.

Today, we find many writers who are concerned essentially
with the economics of education, pointing up the importance of
education rot only as a cost, but also as an investment. We no
longer justify education on individual and cultural grounds alone,
but have become aware of education as a basis for economie, po-
litical, social, and in fact, international development.

One of the fastest growing aspects of our economy is the
Knowledge Industry. Writers have estimated that half of the
total income of the United States in 1985 will be derived from
the Knowledge Industry. Machlup defines knowledge in “The
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Production and Distribution of Knowledge in the United States’
as “anything somebody knows.” Thus, education is clearly in-
cluded, as is research development, printing and publishing, the
theater, films, television, telephone, and the telegraph. Machlup
defines education, furthermore, as “the business of retailing old
knowledge and inculcating the habit of acquiring further knowi-
edge.” He points out that the education enterprise has qua-
drupled since 1980 and accounts for approximately 45% of the
so-called Knowledge Industry. He corroborates the inereased
importance of education, citing the fact that the average mem-
ber of the work force in 1960 had spent nearly twice as many
days in school as a similar worker in 1910.

We can conclude that education is not only big business, but
is intimately involved in our economic system and in our total
society. Matters concerning education, therefore, literally con-
cern the whole nation. In this chapter we will focus on de-
termining (1) the background of the federal government’s pres-
ent involvement in education and (2) the argumenis pro and con
regarding the government’s involvement in education.

'BACKGROUND

It is generally conceded that public education began in this
country with the enactment of the Massachusetts Bay Laws of
1642 and 1647. These acts were an attempt to educate people
sufficiently to enable them to read the Bible. These laws exem-
plify an early use of education to serve societal aims, for it was
the concern of seventeenth century society that the Old Deluder,
Satan, be kept from corrupting the mindg and the hearts of the
good New England men.

Ordinances of 1785 and 1787

One of the first examples of the government’s direct involve-
ment in education in pre-federal days is the Ordinance of 1785.
The Survey Ordinance of 1785 reserved section 16 in every town-
ship to ke used for the endowment of schools within the town-
ship. These ordinances also serve as one of the few examples of
general types of federal aid to education as opposed to the cate-
gorical type. ’

One of the few statements of government policy pertaining

|
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to education is stated in the Northwest Ordinance of 1787, “Re-
ligion, morality, and knowledge being necessary to good govern-
ment and the happiness of mankind, schools and the means of
education shall forever be encouraged.” There remains some
doubt whether the primary purpose of this ordinance was to
aid education, for a prime objective was also obviously that of
setfling the great land that was available at the time. Daniel
Webster, however, in discussing the Northwest Ordinance of
1787, clearly states, “It set forth and declared it to be a high
and binding duty of government to support schools and the

. means of eduecation.”

The Morrill Act

In 1862, President Lincoln signed the Morrill Act. This act,
seen by some authorities as one of the first attempts by the fed-
eral government to establish policy in regard to education, pro-
vided 30,000 acres per Congressman for the support of an insti-
tution of higher education. Fart of the concern of Congress in
passing this act was to provide for a college which would im-
prove knowledge in agriculture and the mechanical arts., Pres-
ently, the colleges and universities established under this act
now include 68 institutions with an enrollment of approximately
20% of all undergraduates. ‘

Office of Education

President Andrew Johnson, in 1867, provided for a depart-
ment of education with Henry Barnard as its first commissioner.
At one time the Department of Education was in the Intferior
Department. In 1930, however, it was placed under the admin-
istration of the Federal Security Agency, and in 1958, it became
part of the Department of Health, Education, and Welfare where
it resides at the present time. In the early days, the U.S. Office
of Education acted chiefly as a collection agency, collecting sta-
tistics and information about education and publishing such sta-
tistics. In recent years, however, the United States Office of
Education has taken on additional duties relating to the admin-
istration of increased federal funds for education and also in-
creased is emphasis on leadership and encouragement of inno-
vation and research in education.

Another way of looking at the change taking place in the
United States Office of Education is to compare the size of the

933




226 STATUS AND IMPACT OF FINANCE PROGRAMS

Office for the fiscal year of 1956 and that of 1970. In 1956 the
Office had 555 employees and a budget of $166.3 million, while
fourteen years later, in 1970, it had 2,900 full time employees,
plus 500 part-time employees, and its budget was $3.6 billion.2

Smith-Hughes Act

The Smith-Hughes Act had as its major purpose the foster-
ing of vocational education and home economics for high school
students. Historieally, the Smith-Hughes Act is one of the first
examples of federal participation in education below the college
and university level. Passed in 1917, the act provided for the
salaries of tzachers and supervisors of agricultural activities
and salaries of teachers of certain trades, home eccnomics, and
industrial subjects. It also provided aid for teacher trainees in
these subject areas and supplied additional monies for the ad-
ministration of the bill.

Lankar Act and Impact Laws

The Lanham Act, passed in 1941, was aimed at equalizing
the tax load through federal payments that were, in effect, “in
lieu of taxes.” During the Second World War many towns and
school districts were overwhelmed by influxes of people employed
by defense industries and military establishments. The act
made monies available to school districts for buildings and
school services, depending upon the number of individuals em-
ployed on federa! properties.

Although this act was little noted at the time, it has proved
to be one of the most politically popular of the federal measures
to aid education. During the Korean War the so-called Impact
Laws, Public Laws 815 and 874, were enacted. These laws were
essentially the same type of law as the Lanham Act of 1941, for
the idea was that the federal government had a responsibility to
help school districts to cave for increased popuiation due to fed-
eral activity. It should also be clarified that, since the federal
government pays no local taxes, these monies were meant to
redress the balance.

The Impact Laws, passed originally in 1950, are still in effect
and are very popular with the school administrators, as well as
with Congress. The exzecutive branch of the government has
made geveral attempts to reduce the Impact Laws, but even such
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a staunch opponent of federai aid tc cdueation as Senator Barry
Goldwater has supported the Impact Laws. Public Law 874,
part of this Impact group, is especially significant for it repre-
sents the first time that the federal government granted funds to
school districts for general operating costs; that is, the granis
made can be used for any aspect of the education program. Pub-
lic Law 815 provides monies essentially for school construction.

National Defense Education Act

The National Defense Education Act, known by the acronym,
NDEA, was passed in 1958, a direct response on the part of
Congress to Soviet space successes. This reaction resulted in a
major re-evaluation of our school system. NDEA, aimed at
stimulating and strengthening education in science, foreign lan-
guages, and mathematics, consisted of ten titles. Below is a
listing of these titles which should provide some conception of
the scope of the act. )

I. General Provisions—Purpose and Definition.

II. Loans To Students in Higher Education.

III. Financial Assistance For Strengthening Science,
Mathematics, and Modern Foreign Language In-
gtruction.

IV. National Defense Fellowships.

V. Guidance, Counseling, and Testing; Identification
and Encouragement of Able Students; Counseling
and Guidance Training.

VI. Language Development Ceuters for Research and
Studies; Language Institutes.

VII. Research and Experimentation In More Effective
Utilization of Television, Radio, Motion Pictures, and
Related Media For Educational Purposes.

VIII. Area Vocational Education Programs.

IX. Science Information Service.

X. Improvement of Statistical Services of State Edu-
cational Agencies.

Several examples will suffice to note the tremendons impact
of NDEA on education. Since its passage, state departments of
education have approved more than 200,000 projects “rr loeal
schools covering the purchase of equipment in science, mathe-
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matics, and foreign language®* The number of language labs,
for example, has increased from 46 in 1938 to nearly 6,000 in
1963.* The major criticisms of the original NDEA was that it
tended to unbalance the school curriculum with its emphasis on
mathematics, science, and the foreign languages. The second
criticism pertains to the fact that it aided both private and pub-
lic institutions. In general, however, the kindest compliment
of all is to have an act not only continued, but to have it ex-
panded. In 1963, the act was expanded and amended to include
guidance, counseling, and testing programs, and in 1964 it was
further expanded to cover almost all areas of the school curricu-
lum. '

Higher Education Facilities Act

Sometimes called the Morse-Green Bill after the former Sena-
tor-and Representative from Oregon, the Higher Education Fa-
cilities Act of 1963 states its purpose thus: “To assist the na-
tion’s institutions of higher education, to construct needed class-
rooms, laboratories, and libraries in order to accommodate
mounting student enrollments and to meet the demands for
skilled technicians and for advanced graduate education.”

This Higher Education Act might be called a “bricks and
mortar” act, for the major provisions are ones that involve ex-
penditures to schools to encourage construction. The following
are the major areas covered by the Higher Education Facilities
Act: .

(1) Funds to all four year colleges, junior colleges, and tech-
nical institutions to build libraries and classrooms for instruc-
tion in science, language, and mathematics,

«2) Loans extending over a period of fifty years, carrying an
interest of 3 5/8% for all types of classroom construction,

(3) Approximately 50 million dollars to communities for
constructing junior and community colleges, and :

(4) Finally, funds to establish graduate centers throughout
the country. >

In making its allocations, priority is given to institutions that
are expanding. Matching funds in this bill were required on a
two-to-one basis, thus generating a great deal of money for
school construction.
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One of the issues posed by the passage of this act was its in-
clusion of church-supported and privatz schools. However, gen-
erally the concern has not been so great for the aiding of private
colleges as has been the concern for aiding private and parochial
schools at the elementary and szcondary levels.

4
5
3
1
1
3
i
3

Civil Rights Act

While not directly pertaining to education, the Civil Rights
Act passed in 1964 had as one of its major purposes the de-
segregation of public schools. Several titles, therefore, of the
Civil Rights Act directly involve education. For example, Title
IV allows the Attorney General to initiate action against school
boards that deny equal rights to children. Further, it states,
“No person in the United States shall, on the grounds of race,
color, or national origin, be excluded from participation in or
denied the benefits of, or be subject to discrimination in any pro-
gram or activity receiving federal financial assistance.” The
emphasis in the Civil Rights Act, in spite of the strong language
B “of the above portion, remains on voluntary compliance.

Title IX requires the U.S. Office of Education to determine
& whether, in effect, equality of educational opportunity is being
denied any individual. The law further provides a great deal
of help to individuals carrying out programs of desegregation.
In fact, one of the portions of Title IX provides financial assis-
tance for colleges and universities to conduct institutes that
would provide aid to school people facing desegregation problems.
Like the Economic Cpportunity Act, the Civil Rights Act is not
directly an education bill; yet certainly iis strong thrust is
towards helping educators provide for educational opportunity.

Ecenomic Opportunity Act U ‘

This bill, sometimes called the War on Poverty Bill, was
passed in 1964 as part of the whole program known as the John-
son Administration’s Great Society. While not strictly an aid
to education or a public schools bill, this bill did carry educa-
tional implications.

Title I of the Economic Opportunity Act established the Job
Corps to provide training for 40,000 men and women in resi-
dential centers throughout the country. These youngsters were
of high school age and in all probability were the ones who had
dropped out of school. The program essentially was one in-
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tended to provide basic literacy skills for youngsters, as well as
training in job-related skills. One interesting innovation is that
several of the job centers were operated by private industry. For
instance, the job center in Northern California was operated by
Litton Associates, a divergified electronics company.

Title II covers urban and rural community action programs.
Under this proposal the federal government funded up to 90%
of the cost of projects in areas such as job training, vocational
rehabilitation, health, and welfare. A part of this program pro-
vided training courses for basic education and work experience
demostration.

A type of domestic peace corps program provided in the Eco-
nomic Opportunity Act was a program called Volunteers in
Service to America (VISTA). These volunteers serve through-
out the country helping students and work not only in schools,
but on Indian reservations, with migratory workers and in
mental hogpitals. ,

One of the most popular features of this act has been the
Head Start Program. This is, of course, directly related to edu-
cation, particularly the pre-school aspect of education, and has
proved to be a very popular method of up-grading the deficient
backgrounds of poor youngsters. The only problem so far has
been that the children in the programs tend to lose their gain
when they enter into the regular school program. The Head
Start Program provides for teacher aides, physical exams, and
many desirable clagsroom instructional aids that make for better
teaching.

Elementary and Secondary Education Act

Sometimes designated as the centerpiece of the Great So-
ciety, the Elementary and Secondary Education Act (ESEA),
passed in 1965, is indeed a landmark piece of legislation. Broad
in its concept and hope, it directly involves over 90% of the na-
tion’s schoo! districts. The purpose of this act can be stated
broadly ag follows: (1) to strengthen the elementary and sec-
ondary education of the educationally disadvantaged child, (2)
to provide school libraries, resources, textbooks, and other in-
structional materijals, (3) to fund supplemental education cen-
ters, (4) to broaden cooperative research, and finally (5) to
gtrengthen state departments of education.

The purpose of Title I is to provide (through extension of
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Impact Law 874) assistance to school districts for the education
of children of low income families. To qualify for aid, school
districts must have students whose family income was less than
$2,000 per year. This was raised to $3,000 in 1966. Roughly
90% of the school districts in the country, it is estimated, will
be eligible for aid under this criterion. Payments are made on
the basis of the average per pupil expenditure in any state. The
cost of this program for the first year for this one title was 1.06
billion dollars.

Basically the philosophy behind Title I assumes a very close
relationship between lack of educational opportunity and pov-
erty. It has been pointed out, for example, tiiat the ten states
with the lowest per capita personal income have draft rejection
rates based on mental tests well above the average for all fifty
gtates. Further information tells us that dropout rates are high
where income rates are low.

The local school district under the Elementary and Second-
ary Education Act can use the funds allocated to it for almost

‘any purpose as long as the benefit accrues to the disadvantaged

student. State departments have set up bureaus, departments,
and offices whose function it is to see that local plans are func-
tional in terms of providing the best possible education for the
disadvantaged youngster with the money allocated. The bill
also provides, furthermore, that funds can be shared with pri-
vate and parochial schools if the person benefitting is the dis-
advantaged child.

Under this act the President is to provide for a National Ad-
visory Council on the education of disadvantaged children. The
council reviews the various state and local plans to determine
how well the purpose of this act is being carried out by the
school districts. Some of the programs that are operated by
school districts under Title I of the Elementary and Secondary
Education Act include:

Teacher aides.

Classes for talented youngsters.

Pre-school education programs.

Enrichment programs after school, on Saturday mornings,
and during the summer.

Special programs for non-English-speaking youngsters.
Provisions for books, clothing, and meals.

School health and psychological services.
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Increased guidance services.

In-service education for teachers.

Additional teaching personnel to provide for smaller classes.
Providing new curriculum material for the disadvantaged.
Remedial reading centers.

Remedial language centers.

Day camp programs.

On-the-job training for high school students.

Work experience programs.

Title II of the Elementary and Secondary Education Act
provides money for school library resources, textbooks, and other
instructional materials. Research has pointed out the relevance
of the school library to academic programs in the school. Where
there are central libraries, children not only read more, but also
have significantly greater achievement records. In spite of this
knowledge, however, almost half of the public and non-public
elementary schools have no central library. In general, the high
schools are better off, but it is estimated that nearly 1/3 of all
elementary and secondary school youngsters attend a school
without a central library.

The provisions provided under Title IT originally amounted
to $100 million, which is allotted to the states for the purchase
of books, periodicals, documents, magnetic tapes, records, and
other printed and published materials. The basis for allotment
is the number of students enrolled in both public and non-public
elementary and secondary schools within the state. Since ma-
terials are to be provided to both public and non-public insti-
tutions, the arrangement is usually made that local districts hold
Title IT materials that are then provided te private schools on a
loan basis. Finally, funds are not to be used to substitute for
local or state funding, but are to be used rather for improvement
of instruction. Each state, of course, will set up its own program
in accord with its constitutional and legal requirements. Thus,
administration of the program will vary greatly from state to
state.

Title III provides for supplemental education centers and
services. The difference between the good school and the poor
school is frequently that the good school is able to provide special
services in math, science, and foreign language, the arts, and
musice, as well as technical services. Research reveals that ap-
proximately 75% of our elementary schools do not have the serv-
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ices of a guidance counselor, 70% of our secondary schools do not
have language laboratories, and in some forty states there are a
few high schools that do not have science laboratories.

Under the provisions for Title III, supplemental education
centers are set up for three basic purposes: (1) to provide edu-
cational services that the community is not able to provide it-
self, (2) to up-grade the existing services provided by local edu-
cational authorities, and (3) to develop exemplary model pro-
grams for the community. The aim of this title is to provide for
a great many services to school districts that no one district
could provide. Services might include adult education, remedial
instruction, special programs for gifted children, provisions for
health, as well as language centers, and so forth.

Title IV provides for educational research and training. Many
writers have noted the small percentage of the school budget
that is devoted to research and development. It is estimated that
before the passage of this act in 1965, approximately 1/5 of 1%
of the education budget was spent on research and development.
(It might be noted, in comparison, that many private industries
allocate as much as 10% of their annual expenditures to research
and development activities.) The Cooperative Research Act in
1954 provided a stimulus to research in education. Title IV of
ESEA amended the Cooperative Research Act and authorized
$100 million over the succeeding five years to provide for na-
tional and regional research facilities. The major purpose of
this program was to develop and test educational ideas, and at
the same time disseminate these ideas to the schools that they
serve. It is also the purpnse of Title IV to involve other groups
in research, for instance, artists, historians, and mathematicians,
as well as private research organizations.

Title V strengthens state departments of education. It is
felt that in order for education to improve, the state departments
must play a more significant role. Title V authorized $25 mil-
lion annually for the improvement and expansion of state de-
partment programs. These funds are utilized to improve the ef-
fectiveness of the present state departments.

National Fourdation of the Arts and the Humanities

In 1965 the President established the National Foundation
of the Arts and the Humanities. This foundation, similar in
some ways to the National Science Foundation, is an independent
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agency with two branches. One is a National Endowment for
the Arts, while the other is a National Endowment for the Hu-
manities. Each endowment is provided with a council consist-
ing of private citizens who give the endowment advice and guid-
ance.

The National Foundation of the Arts and the Humanities
Act allows the chairman of the National Endowment of the Arts
to provide a program of grants and aid to groups, or in appro-
priate cases. to individuals engaged in or concerned with the
arts. Thus. persons could be involved in projects of cultural and
artistic significance—production of artistic efforts, projects that
would encourage and assist artists, workshops to develop the
appreciation and enjoyment of the arts by the citizenry, and
other projects that might include research, surveys, or general
planning in the arts.

The chairman of the National Endowment for the Humani-
ties has similar authorization to promote progress and scholar-
ship in the humanities and to support research that strengthens
the research potential in the United States in the humanities.
This might be done through grants, loans, or other types of as-
sistance in the form of fellowships to institutions or individuals,
to encourage the interchange of information, to foster greater
understanding in this area, and to support the publication of
scholarly works in the humanities.

This act represents one of the few attempts on the part of the
government to aid the arts. It is obviously an attempt to redress
the balance somewhat between the two cultures identified by C.
P. Snow, science and humanities.

International Education Act

President Johnson recommended to Congress a broad, long-
range plan of educational development in the field of interna-
tional education. In his original message to Congress the Presi-
det made twenty recommendations—some of which were con-
tained in the International Education Act of 1966 (PL89-698).
The most important part of this program is under Title I, which
consists of two grant programs. The first authorizes the estab-
lishment of centers for advanced international study at the
graduate level. Providing national and international centers for
research and training, these centers might concentrate on spe-
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cific geographic areas or they might focus on particular fields or
issues.

The second part of Title I creates undergraduate programs of
a wide variety. These grants are aimed at helping colleges and
universities in planning programs that will improve their un-
dergraduate instruction. Programs created might include train-
ing of faculty members in foreign countries, expanding foreign
language offerings, visiting programs that encourage foreign
teachers to visit institutions, teaching and research, and curricu-
lum development. Congress authorized $40 million for the fiscal
year 1968 and $90 million for 1969. This act, very broadly con-
ceived, did not, however, gain the required funding.

Educational Professions Development Act

President Johnson, in 1967, signed into law the Education
Professions Development Act with the stated purpose “To coor-
dinate, broaden, and strengthlen programs for the training and
improvement 9f the qualifications of educational personnel in
order to provide a better foundation for meeting critical needs
for such personnel.” In order to carry out this mandate, the
Act is divided into the following major parts:

Part A has three major operations: .

1. A fifteen member National Advisory Council is to be cre-
ated.

2. The Commissioner of Education is to assess the needs of
education at all levels and in all subject areas.

3. The staff of the Bureau of Education Professions Develop-
ment is to encourage better qualified people to enter the educa-
tion professions.

Part B has two major parts:

1. Calls for expansion of the Teacher Corps.

2. A new state grant program to attract teachers and teacher
aides.

Part C continues graduate programs originally under the
Higher Education Act.

Part D expands and extends the NDEA institute programs
formerly under Title V-B and XI of the NDEA.

Part E provides grants for inservice and pre-service training
for members of institutions of higher education.
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Part F provides for the training program for vocational edu-
cators.

The Education Professions Development Act is an attempt to
consolidate all training programs involving educational person-
nel under one act.

Vocational Education Amendments of 1968

The major purpose of these amendments was to redirect, re-
organize, and expand the nation’s vocational education effort.
One of the major thrusts of this act is to give special attention
to the training of individuals who have in the past been ignored.
Twenty-five percent of all new funds, and a substantial part of
existing funds, must go for education of the disadvantaged. An-
other example is the requirement that ten percent of all perma-
nent funds must go for the education of handicapped children.

The federal government has been involved in vocational edu- *°

cation since the Smith-Hughes Act of 1917, which emphasized
primarily the areas of vocational agriculture and home eco-
nomics. The George-Barden Act of 1946 was an attempt to
bring up to date the manpower skills in our nation. More fex-
ibility came into existence with the Vocational Education Act
of 1963. The Vocational Education Amendment of 1968 pro-
vided even greater flexibility in programs for state and local
school districts, something that has not always existed in pre-
vious vocational legislation. Further, the 1968 Amendment
doubled the authorization for vocational education. Authoriza-
tions for the first four years are:

. 1969 $542,100,000
1970 $857,650,000
1971 $870,150,000
1972 $910,150,000

One must keep in mind that these are authorizations, not ap-
propriations. That is another question requiring its own legis-
lative enactment. However, as one looks at the Vocational Edu-
cation Amendments of 1968, one must concede that it represents
a massive attempt to bring vocational education up to date.
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Higher Education Amendments of 1658

Like the Education Professions Development Act, the Higher
Education Amendments Act of 1968 brings together most, if not
all, of the legislation involving higher education into one Act.

The Higher Education Amendment of 1968 extends and im-
proves four education acts, the National Defense Education Act,
the Higher Education Facilities Act, the International Educa-
tion Act, and the Higher Education Act of 1965.

Six new programs were launched with the Higher Educa-
tion Amendments of 1968:

1. Networks for Knowledge. The basic idea is to strengthen
smaller colleges by having them cooperate and coordinate their
efforts with stronger colleges and universities. This will be
done by pooling resources, staff, and information.

2. Education for Public Service. The purpose is to provide
training for individuals working in the area of public service on
the federal, state, or local levels. This authorization will allow
colleges and universities to provide appropriate education for
those students wishing to enter the public service.

3. Cooperative Education. This provision enables colleges
and universities to initiate or enlarge their programs of Coopera-
tive Education.

4. I'mprovement of Graduate Programs. This portion of the
bill provides for the improvement of graduate programs.

5. Special Services for Disadvantaged Students. This is a
program to help economically deprived students enter college.
It pulls together many of the programs such as Upward Bound,
which is transferred from the Office of Economic Opportunity
to the Office of Education, and puts them under the rubric of the
Higher Education Amendments Aci.

6. Law School Clinical Experience Program. This section
authorized the expenditure of funds to provide for clinical ex-
perience in the training of law students.

Summary of Federa! Legislation Affecting Education—1777 to
1968

Following is a chronological summary of the prinzipal fed-
eral legislation affecting education from 1777 to 1965

1777 Initiation of direct administration of zducation programs
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1785
1787

1802
1804
1862

1867
1874
1887
1890

1914
1817

1918
1919

1920

1920

1933
1933
1935
1935
1936
1936
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—the instruction of military personnel, including school-
ing in mathematics.

Commencement of aid to territories for education by en-
dowment of schools with public lands.

Commencerzent of endowment of public institutions of
higher education with public lands—Northwest Ordi-
nance: “Schools and the means of education shall forever
be encouraged.”

Establishment of the first federal institution of higher
education—Military Academy at West Point.

I]l.?ist.rict of Columbia—federal provision for education
egins.

The First Morrill Act—initiated federal policy-of aid to
states for agricultural and industrial education through
land grants for colleges.

Federal Department of Education established by Con-
gress; later the Office of Education.

Introduction of the principle of federal-state matching
of funds for education.

Hatch Act—encouraged scientific investigation in agri-
culture.

The Second Morrill Act—introduction of federal grants
of money for college instruction in specified areas of
learning.

Smith-Lever Act—mateking of funds for agricultural and

home economics instruection.

The Smith-Hughes Act-—began policy of promoting voca-
tional education below college level through assistance
with teachers’ salaries.

Rehabilitation training for disabled veterans.

f‘%c.leral surplus property available to educational insti-
utions.

The National Defense Act of 1920-—direct relationship
between the federal government and educational insti-
tutions.

Smith-Bankhead Act—federal-state cooperation in voca-
tional rehabilitation; education for people disabled in in-
dustry.

Federal Emergency Relief Administration—supported
educational programs.

1(;;ivilian Conservation Corps—provided vocational educa-
ion.

National Youth Administration—employment for college
students.

Bankhead-Jones Act—increased support for land-grant
colleges.

Promotion of Inter-American Cultural Relations Conven-
tion—international educational exchanges.

George-Deen Act—extended the Smith-Hughs Act.
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National Cancer Institute Act—provided £ellowship
grants.

Lanham Act—provided educational assistance for schools
in communities affected by the federal government’s ac-
tivities.

Vocational Rehabilitation Act—aid for disabled veterans.
The Servicemen’s Readjustment Act—G.I. Bill, edu-
cational aid for veterans.

Surplus Property Act—government surplus given to edu-
cational institutions.

National School Lunch-—gave funds and food to public
ang non-public schools; school milk program added in
1954,

George-Barden Act—extended Smith-Hughs Aect by in-
creasing appropriation.

Smith-Mundt Act—program of international educational
exchanges.

Federal Property and Administrative Services Act—sur-
plus property disposal for educational, health, and civil
defense purposes.

The National Science Foundation Act—promoted prog-
ress in science through scholarships and fellowships in
fields of science.

The Housing Act—low interest rates for loans to institu-
tions of higher learning for building of housing facilities.
Federal Impact Laws (P.L. 815 and P.L. 874)—extended
the Lanham Act of 1941; provided assistance to commu-
nities affected by activities of the federal government for
construction and operation of schools.

National Science Foundation—fellowship program.
Cooperative Research Act—authorized the Office of Edu-
cation to conduct cooperative research with colleges, uni-
versities, and state educational agencies.

Library Services Act—grants for improvement of library
facilities.

DUnited States and Union of Soviet Socialist Republics
agree to exchange study groups in educational and cul-
tural fields.

The National Defense Education Act—provided for grad-
uate fellowships in science, mathematics, foreign lan-
guages, counseling and guidance, educational technology.

Fogarty-McGovern Act—federal grants to train teachers

of mentally retarded children.

Area Redevelopment Act—training of persons in redevel-
opment areas.

underdeveloped nations.

Juvenile Delinquency and Youth Offenses Control—study
of problem.
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Manpower Development and Training Act—up-to-date
training for the unemployable.

Health Professions Educational Assistaiice Act—con-
struction of facilities and student loans.

Mental Retardation Facilities and Community Mental
Health Centers Construction Act—training of teachers
and deimonstration projects. -

Higher Education Facilities Act of 1963—grants to all
colleges, puklic and private, for improvement of facilities.
Amendments to the Manpower Development and Train-
ing Act—expansion of provisions of law, 1962.

Vocational Education Act of 1963-—construction of voca-
tional schools with expanded offerings; extended Impact
Laws (1950) and NDEA (1958). .

The Civil Rights Act of 1964-—desegregation of the
schools enforced and assisted.

Juvenile Delinquency and Youth Offenses Control Act
Amendment—new programs and special studies.
Economic Opportunity Act of 1964—war on poverty
through retraining and remedial education and other op-
portunities.

Amendments to National Defense Education Act—ex-
tended and expanded to include areas of English, reading,
history, and geography.

Elementary and Secondary Education Act—federal
grants to states for allocation to school districts with low
income families.

National Foundation for the Arts and Humanities—foun-
dation to support humanities and the arts through grants.
Higher Education Act of 1965—aid to colleges, students,
and teachers.

International Education Act—to provide a strengthening
of American educational resources for international stud-
ies and research.

Education Professions Development Act—to coordinate,
broaden and strengthen programs for the training and
the improvement of educational personnel.

Vocational Educational Amendments of 1968—redirect,
reorganize and expand vocational education.

Higher Education Amendments of 1968—extended and
improved four major education acts and authorized six
new programs.

Handicapped Children’s Assistance Act—federal effort to
help handicapped children at pre-school level.

'ARGUMENTS FOR AND AGAINST FEDERAL AID

Some of the historical arguments will be presented in this
gection. The arguments presented are those generally considered
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the most cogent and powerful. It is important to review these
arguments, not only for their historical importance, but also for
their present impact.

Arguments in Opposition to Federal Aid to Education

In this. section an analysis will be made of the major argu-
ments presented by those individuals and groups who are op-
posed to any increase in the federal government’s involvement in
education.

Equalizing Educational Opportunity. Opponents to federal
aid believe that it is impossible to equalize educational oppor-
tunity, that the task is far too difficult for any government to
carry out. Even if it were possible to equalize educational op-
portunity, they maintain, they are not sure that it would be for
the betterment of education. Equalizing educational opportunity
is seen as dragging down the educational standard to a medi-
ocrity that would eliminate the outstanding schools. This at-
tempt, which sounds at first blush as one that would improve
schools, would actually be detrimental to our system.

Schools should differ from each oti:ier because states, com-
munities, and neighborhoods differ, and in our great pluralistic
society, this is seen as a strength of our educational system. It
is not possible to equalize education without equalizing our sys-
tem economically, politically, and socially. It is not possible to
equalize education without bringing all of society to a level of
conformity that has never existed before and should never exist
in a free and open community.

Lack of need. The point is made by the opponents to federal
aid that there exists at the present time no need for massive fed-
cral aid to education. T’.e need, rather, is to tighten up the
present curriculum, to climinate the frills, and to use existing
facilities more efficiently. Thus, through more effective utiliza-
tion of our facilities we will receive more education for the same
amount of money.

The point is also made that there is fiscal ability on the part
of states to support good educational programs. The states have
the potential for doing the job if they have the will. In fact,
state governments are in a better position to finance education
than is the federal government. If we want proof of this, all we
have to do is look at the classrooms that have been built by the
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states, and look at the way teachers’ salaries have improved.
These illustrations should answer the question of whether the
gtates have been doing the job or not. The American Farm
Bureau, an active opponent of federal aid, states: “There is
massive evidence to demonstrate that we are making real prog-
ress at the state and local levels in meeting the educational needs
of our nation.”*

Federal control. One of the strongest arguments Yised against
federal aid to education has been that control wiil necessarily
and inevitably follow any program of federal ajid. This is seen
as a disaster, for in truth, the last stronghold of states’ rights
is that of the school. Aid to education is seen as yet another
wedge in the overpowering drive of the federal government to
seize control of all endeavors and use this wedge to diminish
and abolish individual rights.

In aid to education, the purpose is to improve schools. When-
ever there is change, there is the possibility of federal control.
Why would the federal government spend its money without de-

ing? The National Defense Education Act, while supporting
certain areas of the curriculum, particularly in mathematics,
science, and foreign language, has in effect unbalanced the cur-
riculum in other areas. This affects not only elementary and
secondary levels, hut also the college. Increased availability of
funds has undoubtedly drawn more able students, effective fac-
ulty, and improved equipment toward the sciences. This is cited
as an example of what happens when the federal government
enters the field of education.

Unconstitutionality. As it has been pointed out, education
is not mentioned in the Constitution. The 10th Amendment to
the Constitution has had the effect of making education essen-
tially a state responsibility, which might conceivably prohibit
the federal government’s involvement at all. Article X states,
“The powers not delegated to the United States by the Consti-
tution, nor prohibited by it to the states, are reserved to the
states respectively, or to the people.”

Senator Goldwater pointed out in a speech to Congress in
1961, that “No constitutional amendment to extend federal
powers or responsibilities into education has ever been consid-
ered. If proposed, it would be overwhelmingly rejected.”s

Cost, The opponents to federal aid to education are vehe-
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ment in their position that the government, which is already
funding war efforts past, present, and future, is in no position to
fund our most expensive domestic cost, that of education. They
point out that the federal income tax is already as high as it can
possibly be and that the property tax, which represents only 13%
of the national tax bill, if used more effectively and efficiently,
could provide the necessary monies for education.

It is clear, too, that all sources of tax money are the same,
that is, they all come from the individual citizen. There really
are no tax monies available, therefore, to the federal government
that are not also available to the states.

Individual Initiative. Any federal assistance will lessen the
sensz of local pride and responsibility the people feel for their
schools. The federal government will come between the schools
and the local community, which is one of the most detrimental
things that could ever happen to education. In most areas of our
lives we see tremendous increases in centralization, but the
schools historically have been close to the people and the people
have been close to the schools. This is the best way to insure
freedom and equality of eduecaticn for our children.

Most writers who are opponents to the involvement of the
federal government make this point. They feel that the federal
government’s involvement will weaken the schools because the
people will be less willing to make decisions about their schools.
They feel that the schools, once out of the hands of the indi-
viduals, will get into the hands of the bureaucrats. The purpose
of any aid to education should be fo help people to help them-
selves. No aid should involve the taking away of this right
through federal interference. It is felt that through federal in-
volvement the responsibility for the local school will disappear.

Historical precedent. It has been pointed out that most edu-
cation bills have been passed not to aid education or to improve
education, but in effect, to aid the federal government. Some
recent research has pointed out that the ordinances of 1785 and
1727, often times cited as the beginning of the federal govern-
ment’s involvement in education, were really passed to encourage
the settlement of large parcels of land and to develop our coun-
try, rather than to aid education. It has been pointed out also
that railroads were given much more land than was education.

In more recent times it has been pointed out that our inter-
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national role, our concern with the space race, and military pre-
paredness, led to the passage of the National Defense Education
Act. Even the wording of this bill, it could be pointed out, with
national defense coming before education, would indicate the
primacy of the concern. The Impact Laws 815 and 874 are, in
effect, payment in lieu of taxes and are not meant to aid educa-
tion. It can be pointed out also that the Morrill Act was really
meant to aid agriculture and that the School J.unch Act origi-
nally was set up to get rid of surplus food pr.ducts.. In spite of
many enactments pertaining to education, the federal govern-
ment has been basically involved in other issues—settling land,
utilizing surplus food products, iinproving agriculture, and most
recently, the space race.

Individual Freedom. One of the most frequent arguments
used is that expanding the role of the federal government in edu-
cation will be another way of losing our political and intellectual

- freedom. Individuals subscribing to this point of view hold that
the family is the bagic unit in American society. Although the
family has delegated to local government some duties that it
was unable to carry out, it has never seen fit to give to the federal
government the power over the education of its children.

Some people have recently, with the passage of the Elemen-
tary and Secondary Education Act in 1965, become concerned
also with this question. Many of them feel that the government
has been too vehement in dictating how certain monies should
be spent and in setting up regulations, checks, and requirements
that must be fulfilled by local school districts before they can ob-
tain the money to which they are entitled.

On the college and university level it can be pointed out that
the concern for federal research monies has to some extent upset
the delicate balance that previously existed between research
and teaching and that this has made the situation of the college
student even more intolerable than it was before. The student
and the professor are thus directly influenced by bureaucratic
decisions in Washington. The college professor’s skill is te some
extent judged by his facility in obtaining research grants rather
than in his gkill as a college teacher. Students, too, are influ-
enced in their choice of a profession or in their field of further
study by the availability or non-availability of government
funds.
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Arguments in Favor of Federal Aid to Education

A variety of arguments have been presented by individuals
and groups that favor a greater role for the federal government
in education. In this section are outlined nine of the major ar-
guments made by these individuals and groups.

Local control. Local control represents the first and strongest
argument for both the proponents and the opponents of federal
aid. Historically our schools have developed as local institutions
and there has consistently been great concern on the part of in-
dividuals connected with education that education remain a local
concern.

This concern is shared, moreover, by the U.S. Office of Edu-
cation and the great majority of those in both houses of the
Congress. There are few individuals, it is argued, who believe
that local control of education will be lost if federal aid is re-
ceived. Since no one really likes or desires federal control of
education, there appears to be little reason to fear that this will

be an outcome of any federal legislation to aid educational ef-

forts. Experience with federal grants to districts has demon-
strated, furthermore, that it is possible to draw up legislation
and to administer this legislation without inhibiting loeal con-
trol.

FEqualization of Educativnal Opportunity. Individuals who
favor federal aid to education take the position that we must
equalize educational opportunity throughout our country, for at
the present time, there are sections of our country where young-
sters are not receiving an equal opportunity in the field of edu-

. cation. It is stated, furthermore, that it is impossible for some

states, due to the large number of children and the lack of
wealth, to provide this education. It is only through the efforts
of the federal government, therefore, that all youngsters may
receive a fair distribution. In the year 1968-69, for example,
New York state spent approximately $1,159 per child on educa-
tion while the state of Mississippi spent only $4686 per child.?
Failure to provide superior education is not due to the lack of

‘ willingness on the part of states, it is pointed out, but rather a

lack of fiscal ability. The personal income per child jndex shows
that in 1968 Mississippi had approximately $7,195 behind each
child of school age, whereas the state of New York had approxi-
mately $17,233. This discrepancy ig even further complicated
by the fact that the number of school-age children per hundred
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adults, 21-64 years of age, was 63 in Mississippi, while at the
same time, the number of school-age children was only 45 per
100 adults in New York.?

National Concern. Another argument favoring greater fed-
eral involvement in education is that our nation’s welfare is
directly affected by what happens in education. This attitude
is illustrated most effectively by the national response to Sputnik
in 1957, which resulted almost immediately in passage of the
National Defense Education Act in 1958, with its concern for
subjects vital to national welfare; e.g., mathematics, science, and
foreign language. A host of subsequent bills illustrate the na-
tional concern for the disadvantaged, for the War on Poverty
which led to the Elementary and Secondary Education Act in
1965, which focused on compensatory education for economically
deprived students.

Stemming from this position is the argument that our nation
as a whole is directly affected by whatever happens in any sector
of society. Deficiencies in any sector, for example, education,
present a problem for all of society. The many failures in the
draft test is only one instance of an educational deficiency that
ailects national welfare and has caused concern regarding the
efficacy of education. For this reason, education is seen as more
than a local responsihility and a state function. It is recognized
as a national concern.

Need. The need for an improved educational system is one
of the strongest arguments made by the proponents of increased
federal aid. Not only is need stated in terms of housing the
existing group of students and improving teachers’ salaries, but
stress is also placed on the need to provide a generally improved
educational system for all youngsters. Since 1957, and Sputnik,
our educational system has seen a greater and greater concern
for excellence as we develop curricular innovation, new materials,
and better trained teachers to improve our educational system
across the board.

It is felt that the only way to insure this improvement in
] education and the only way to assure that it iz carried out in all
: fifty states is for the federal government to be an innovative
" agent. The federal government has become involved, therefore,
in improving teacher education, supervision, curriculum, and
materials of instruction. Proponents of federal involvement in
education are not looking for mere improvement of minimum
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standards in some locales, but are aiming at raising the level of
the total educational program.

The Tax Base. According to persons advocating federal par-
ticipation in education, only the federal government has a tax
base sufficiently broad to pay for a broad program of education.
It is pointed out, for example, that the federal government col-
lects approximately 2/8 of the taxes in this country, yet it pays
only a little over 6% of the cost of education.

It is notcd, furthermore, that money for education comes pri-
marily from the local property tax, a very inflexible, regressive
type of tax. Property is no longer considered the index of wealth
that it was when this country was chiefly rural. A truer index,
it is maintained, is that of income, which is tapped effectively
and efficiently by the national government. Approximately 90%
of taxes on personal and corporate income are paid to the na-
tional government.

Mobility of the People. Closely related to the national con-
cern for education is the fact that we are one of the most mobile
people ever to exist on this earth. It is estimated that each year
40 million people change their addresses and approximately 1
million youngsters cross state lines. Each month, for example,
California receives enough new people to create a town of 30,000.
We have both mass migration from the south to the north, as
well as movement from smaller communities to the megalopolis.®

Thus, it can be seen that the individual child, who through no
fault of his own, receives a poor education, is hampered. In
moving to another state, he also penalizes that state for some-
thing with which it had nothiig to do. From these observa-
tions it can be quickly reasoned that, since mobility is a fact in

our society, place of residence should not be allowed to have the’

deleterious effect that it might on a person’s future. It is the
rare individual who is born, reared, educated, works, lives, and
retires-in the same community. Furthermore, most of the people
do not spend their entire lives even in one state. Our national
mobility, therefore, indicates the need for a strong minimum
education program in every state.

Acceptance. From all information available, it appears that
the majority of people in our society are in favor of federal aid
to education. In 1960 Gallup found that approximately 65% of
the American voters favored federal,aid to sechool construction.
The Lou Harris Poll in 1968 found that 70% of the voters fa-

SO E N WP

[N



" 248 STATUS AND IMPACT OF FINANCE PROGRAMS

vored federal aid to education.’® As might be expected, a high
percentage of teachers favored federal aid. Phi Delta XKappan
reported that 85% of its membership list favored federal aid to
education. The Los Angeles Teachers’ Association found that
80% of its teachers were in favor.®

Efficiency of the Federal Government. Earlier the point was
made that the federal government not only collects a high per-
centage of the taxes in this country, but that it also collects them
very efficiently, by and large, more efficiently than do state and
local agencies. The federal government is efficient not only in
collection of funds, moreover, but in the dispersing of these same
funds. The “freight bill” that is sometimes attributed to monies
going to the federal government and returning to the local dis-

trict, furthermore, has not proved tn be large. For instance, one -

of the Hoover commissions found that administrative overhead
for the school lunch program was only 1.7% of the total cost
and for such school legislation as Public Law 874 and Public Law
815, the overhead was under .9%, very economical rates for ad-
ministrative costs.??

History. Historically, there is nothing new or unusual about
federal involvement in education. In 1785, Congress began pass-
ing fecderal laws involving education and has since that time
passed approximately 200 laws. Edith Green, Representative
fron1 Oregon, stated that the issue of federal involvement in edu-
cation was decided over 100 years ago and that presently we
have at least 42 federal agencies providing aid to education in
the amount of over two billion dollars a year.* We have had
federal aid and help for education since 1785, and it appears that
we are no closer to federal control of our schools now than we
were in the 18th century.

The Constitution. Many writers have pointed cut that the
constitution of the United States does not mention education in
its main body or in any of the amendments. Opponenrts to fed-
eral aid to education point out that this omission indicates a
clear lack of interest in education on the part of the federal gov-
ernment. This omission has not in any way, however, hindered
the government’s involvement ‘when involvement was deemed
desirakls or necessary.

The General Welfare Clause of the Constitution, Article I
Section 8, is used by many people as a justification for th- federal
government’s involvement in edrication. The clause reads, “The
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Congress shall have power: To lay and collect taxes, duties, im-
posts, and excises, to pay the debts and provide for the common
defense and general welfare of the United States. ...” Educa-
tion was certainly in the minds of the founding fathers, for
Washington’s farewell address states, “Promote then as an ob-
ject of prime inmiportance institutions for the general diffusion of
knowledge.”
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CHAPTER 8

Financial Equalization Among the States
from Federa: Aid Programs

EpGArR H. BEDENBAUGH
AND
KERN ALEXANDER

With increasing frequency during the last two decades, edu-
cation has been acknowledged as a principal means of contrib-
uting to the economic welfare of Americans. Also, numerous in-
stances can be cited when social, political, scientific and techno-
logical events have brought about a critical examination of the
ability of the public schools to cope with a wide assortment of
pressing probliems confronting the nation.

Technological changes as well as cther kinds of importantly
related societal changes have presented unavoidable challenges
to social institutions in the United States. Public education has
not escaped these challenges. Their full scope and depth, ac-
cording to Grant Venn, “may not be comprehended for years to
come,” but their “dimensions are now clear enough to call for a
massive response on the part of American education. All levels
of education . .. must move quickly to assume greater responsi-
bilities for preparing men and women for entry into the changed
and changing world. . . .

Efforts to respond in the manner called for above have de-
manded increasingly greater expenditures for support of edu-
cational programs. Financing of public education by the federal
government has increased insignificantly and is playing an ever
increasing role in meeting the educational needs of the nation.
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FEDERAL INVOLVEMETNT IN FINANCING EDUCATION

The establishment and support of public schools continues to
be a primary responsibility of the individual states. Neverthe-
less, to assert that the federal government has allowed itself to
be relegated to an inconsequential role in financing the education
of American school children does not represent an accurate as-
sessment of the facts.

The earliest efforts of the federal government to assist the
states in meeting their educational obligations were in the form
of land grants. Subsequent assistance has been largely through
monetary aid, most of which has come through four major
thrusts. The first of these, the Smith-Hughes Act of 1917, was
for vocational education purposes. Between 1917 and the pres-
ent time, aid for vocational education has been increased and ex-
tended through a series of legislative acts and amendments. The
second substantial infusion of federal monies was provided
through Public Law 81-815 and 81-874, enacted in 1950, which
authorized funds for assistance in construction and operation of
schools in districts “impacted” by federal activities. The third
and fourth large programs of federal assistance to elementary
and secondary education were authorized by the National De-
fense Education Act of 1958 (NDEA) and the Elementary and
Secondary Education Act of 1965 (ESEA) 2

ISSUES AND PROBLEMS CONCERNING FEDERAL
PROGRAMS

There are many issues involved in the enactment of legisla-
tion for federal aid to education. Among the issues have been
thoze which represent basic differences in political philosophies
between proponents and opponents of federal aid. In addition,
there have been conflicts about race and religion—as well as dis-
putes over the form or kind of financial assistance which should
be provided. According to Munger and Fenno, “The struggle
over federal aid has not been a single conflict, but rather a mul-
tiplicity of controversies only loosely related to one another.”3

The significant influence of various issues on congressional
attempts to enact legislation to aid education was effectively sum-
marized as early as 1948 by Senator Lister Hill of Alabama. In
the 1548 floor debate over federal aid, he told the Senate:

260




P et

PRI e s
R o L

(A

fo S tiaivcs

T IR R AT SIS Y T T i - fra s

EQUALIZATION FROM FEDERAL AID 253

“Mr. President, bills similar to this one have been before
the Senate for many years. Volumes of hearings have
been taken. If we were to bring into the chamber from
the Commiitee on Labor and Public Welfare the many
volumes of hearings, they would be piled high on our
desks. Year after year, the committee has held hear-
ings. Year after year, the committee has spent weeks
considering the bill, attempting to reconcile our differ-
ences, attempting to wipe out inequities, attempting to
brcilng forth the best possible bill to provide federal
aid. . . ™

In the 22 years that has passed since Senator Hill made the pre-
ceding remarks to his colleagues in the Senate, proposals for fed-
eral aid have continued “» evoke at least as much controversy
and debate as he described.

Federal Role in Equalization

The relevancy of equalization of federal funds for educaticn
is beyond question and will remain so as long as states have dif-
ferent fiscal abilities and individuals have varying educational
needs. The definition of equalization and the extent to which
funds should equalize are elements in all federal education legis-
lation. This chapter is devoted to discussing the concept of
equalization as it applies to the several states and the measure-
ment of equalizing tendencies of selected current federal school
aid programs.

Federal equalization has been defined in a number of ways.
To illustrate, equalization has been defined simply as an alloca-
tion of a uniform amount for each state; to others it means an
equal appropriation of funds per unit of need—such as per per-
son. In their discussion of the equalization method, Johns and
Morphet have described it as involving the computation of the
cost of a definad program, calculation of the amount of funds
that can be provided by “prescribed uniform local effort, and
payment by the central government of the part of the program
that cannot be met from prescribed local effort.”s

Equalization also may be described as grants which are de-
signed and allocated according to the educational level of indi-
vidual states in comparison to a national standard. To effec-
tively implement an equalization program based on this concept
obviously would necessitate first deriving, then analyzing, de-
girable educational outputs. In turn, relatively larger grants
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would be supplied to states with education systems judged to
have greater deficiencies.

Although it is true that equalization may be conceptualized
in various ways, including some to which no attention was given
above, a frequently-made assumption is that additional funds in
support of poorly financed schools can raise the quality of their
educational output., Stated another way, greater amounts of
funds for schools in low ability states can increase educational
opportunities for children. If this assumption is accepted, the
following statement seems to provide an acceptable definition of
equalization for the purposes of this study.’?

“Equalization is a provision in a grant program, either in
the allocation or matching, or both, which gives some
statutory recognition to underlying differences in the
states’ relative capacities to raise funds from their own
resources for financing a joint federal-state program, in
order t’o achieve more uniform standards throughout the
nation.”®

Based on this definition of equalization, federal program al-
locations and relative ability (financial capacities of states) be-
come variables of great importance,

A substantial amount of research already has been concerned
with the distribution of federal expenditures by states. Some
of this research is summarized in the following section.

Studies Related to Federal Programs

The Advisory Commission on Intergovernmental Relations,
in a study which compared 1961 state per capita incomes with
fiseal 1962 distributions of $7 billion in federal grants, concluded
that there does seem to be an inverse relation between per capita
income and the distribution of all federal grants, “although not
a significant one.” The correlation coefficient was —.041. The
Commission report states that federal grant programs which use
an index of state fiscal capacity as a factor in the distribution of
funds base this index on relative per capita income.?

The Commission suggests further that the relation between
grants and resources may be viewed from another perspective.
That is, the total federal grant package requires poorer states to
contribute a larger share of their resources than the wealthier
states to matching their federal allocations. The grants were

262



ey e o R TN

27t T ST AT

e, S

4 i

EQUALIZATION FROM FEDERAL AID 255

reported, however, as contributing to a greater uniformity of tax
effort than would result without them. Also, if the grants were
not provided, tax effort of the states with lower ability would be
required to increase in most states by as much as 30 to 40 percent.
On the other hand, tax effort in higher ability states would need
to increase by only 15 to 20 percent. The tax effort of the poorer
gtates “has been substantially above the tax effort of the
wealthier jurisdictions. . . . In short, the weight of explicit
equalization factors is not large.”’?°

Maw Lin Lee presented a recent study which explored factors
associated with the allocations of various categories of federal
funds by states and examined the relation of the level of those
expenditures to the level of income in each state. In his presen-
tation, he reviewed several other important studies. These are
summarizéd below.

. . . Selma Mushkin applied the concepts of benefits and
incidence to estimate the distribution of federal expendi-
tures among regions and states. With the cash budget
of 1952, she found that the spread of per capita federal
expenditures among states is narrower by use of a benefit
measure than that which is obtained through an inci-
dence measure. . . . Mushkin also found that, although
per capita incidence tends to be higher in.the wealthier
gtates than in the poorer states, federal programs are
relatively more important in the income flow of poorer
states. Furthermore, poorer states receive the largest
dollar excess of federal expenditures or benefits over reve-
nues paid.

In contrast with Mushkin’s study, Howard Schaller . . .
analyzed the effect of federal grants-in-aid on the dis-
parity in state per capita income using 1929, 1989 and
1949 data. He found a tendency for grants-in-aid pro-
grams to reduce disparity. He noted, however, the im-
pact appears to be slight because the amount involved
in these programs constitutes only a small fraction of
gross national product.

In his 1962 paper, I. M. Labovitz . . . reported his esti-
mate of the incidence of taxation by state of origin and
the allocation of expenditures by state of recipient or ac-
tivity. His study is based on the average of 1958, 1959
and 1960 expenditures. In their recent study, T. F.
Pogue and L. G. Sgontz . . . investigate the effects of
grants-in-aid on state and local spending. Their study
covers the period 1958-1964.1 a
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Professor Lee reported that results of his study indicated an
inverse relation between net expenditures and incomes. That is,
“low income states receive a larger amount of net federal ex-
penditures while high income states receive a smaller amount.
The negative relationship is consistent with Mushkin’s result
described earlier.”12 B

A study by Anderson in 1967 analyzed and evaluated the ex-
tent to which Title I of the Elementary and Secondary Education
Act provided financial sssistance to low-income areas in the
United States. The study was further concerned with investi-
gating recommendations for the distribution of federal finaneial
2id to education and suggesting a revision of the Title I distri-
bution plan. ;

Anderson examined the financial relation between Title I
funds and (1) a measure of financial ability of states based on
personal income per child of school age, and (2) a measure of
local school district financial ability in Indiana utilizing ad-
justed assessed valuation per pupil in average daily attendance.
The distribution of funds did not inversely correspond to per
pupil assessed valuations of the local school districts studied.
Evidence found in Anderson’s study did indicate that the ESEA
Title I distribution plan functioned effectively to equalize at the
state and regional levels.!s

ISSUES AND PROBLEMS EXAMINED

In his discussion of contemporary trends and issues in school
finance, Alexander suggested that distribution procedures and
expenditure restrictions are of primary importance in studying
federal categorical aid programs.* He stated further that the
procedures for allocating funds among the states are subject to
substantia] controversy, with individual states tending to advo-
cate methods of allocation which seem to meet their individual
needs best. Although there are variables and factors which may
produce more benefits for one state than for another, “it is gen-
erally conceded that factors that equalize educational opportunity
among the states should be included.” As in this study, Alex-
ander discussed equalization in terms of statutory recognition
of differences in the relative abilities of the states to support
adequate educational programs.
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Issues and Related Questions Defined

Primary attention in this study is given to federal programs
providing financial aid to public elementary and secondary edu-

. cation (grades K-12). The basic purpose of the study was to

determine the extent to which the allocations of funds from ten
selected federal aid programs provide for equalization in relation
to the relative financial ability of the fifty states to support pub-
lic education.

As a means of giving additional clarification to the emphasis
and purpose of the study, the following questions were posed :

1. In terms of the provisions in the legislation authorizing
the ten programs, including the procedures for allocating funds,
what is the intent of these programs? How do these provisions
contribute to the tendencies of the program allocations to equal-
ize or disequalize in relation to financial ability ?

2. Concerning each of the ten programs, to what extent is
there either an equalizing or a disequalizing relation between
the allocation of funds and the relative financial abilities of the
states?

3. Concerning all ten programs combined, to what extent is
there either an equalizing or a disequalizing relation between the
allocation of funds and the relative financial ability of the states?

Selection of Specific Variables

Effort was made in selecting the ten programs to choose those
generally considered as being of major importance to public edu-
cation. The primary reason for their selection, however, was
that at the time of the study these programs provided greater
amounts of funds to the states than were being provided through
other federal assistance to education. When combined, they
compriged in excess of 80 percent of the total funds administered
by the United States Office of Education for elementary and
secondary education. Programs selected were those authorized
by: (1) Public Law 81-874; (2) Public Law 81-815; (38) Title
III, National Defense Education Act (NDEA); (4) Title V-A,
NDEA; (5) Basic grants of the Vocational Education Act; (6)
Title I, Elementary and Secondary Education Act (ESEA);
(7) Title II, ESEA; (8) Title III, ESEA; (9) Title V, ESEA;
(10) Title VI-A, ESEA.
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Analysis of these programs was concerned only with the
fifty states. That is, it was not concerned specifically or directly
with governmental or administrative units within states—such
as counties, municipalities, or school districts. Also, it was not
concerned with the District of Columbia or the outlying terri-
tories.

A number of possible indicators of state relative financial
ability were considered for use, but personal income of the states
seemed to represent the best and most convenient measure to use
for this study. Most authorities in educational finance consider
gross national product, national income, and personal income as
being the most useful and reliable measures of wealth for study-
ing state financial ability to support education. Personal income,
however, is the only one of the three that is regularly available
for individual states.’* Thus, the use of an indicator of financial
ability per child of school age was limited to this measure.

PROCEDURES USED IN THE STUDY

Because the study involved all of the fifty states, no sampling
technique was used. As noted above, ten federal aid programs
were selected because they were considered to be the most im-
portant of recent attempts by the federal government to provide
financial assistance to elementary and secondary education.

Data Collection

Two distinctly different kinds of data were collected. The
first kind was information concerning the legislative rationale,
intent, and provisions of each program. Of special significance
here are the procedures and/or formulas for distributing pro-
gram funds.

In order to perform the statistical manipulations described
later, the second kind of data collected included for each state,
(1) the total amount of the allocation for each program for fiscal
year 1968-69; (2) the estimated number of school age children
(age 5-17) as of July 1, 1968; (3) the number of students en-
rolled in public schools in the fall of 1968; and (4) the estimated
personal income in the first quarter of 1969. Program alloca-
tions data were obtained directly from personnel in the United
States Office of Education.
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Study Design and Analysis

The study was designed to compare funds allocated from the
programs to relative financial ability. Comparisons were made
on the basis of amounts of funds allocated per child of school age
and per student enrolled in public elementary and secondary
schools. As explained earlier, personal income per child of school

- age, served as the measure of relative ability.

For each of the two ways of examining allocations, per child
of school age and per student enrolled in public schools, eleven
co_aparisons were maca. Ten of these compared allocations
from a specific program to relative ability. The eleventh com-
parison was between the combined programs allocation and abil-
ity. In short, a total of 22 comparisons of this kind were made.

Rank-order and product-moment methods were used in cor-
relating allocations and ability data. Thus, coefficients of cor-
relation were obtained which indicate the extent of the inverse
or positive relation between these variables. A perfect inverse
relation (—1.00) would represent a perfect equalizing relation
between the variables; no relation (0.00) would represent no
equalizing or disequalizing relation; and a perfect positive rela-
tion (1.00) would represent a perfect disequalizing relaticn.

A t-test was used to compare allocations per child of school
age with allocations per student enrolled in public schools. For
example, the mean of P. L. 81-874 allocations per child (5-17)
was compared with the mean of the same program’s allocations
per student enrolled in public schools. Since a t-test is essen-
tially a procedure for “analysis of variance,” the results provide
some indication of whether there is a significant d1fference be-
tween the two allocation variables.

To assist further in comparing allocations with ability, as
well as ccmparing allocations per child with allocations per
student, actual dollar amounts associated with the allocations
and ability variables were converted to standard values. These
standard values represent the extent of deviation from the
means of specific variables.

A summary of basic information necessary for assessing and
understanding the ten programs is presented in this section.
Specific attention is given to the findings. obtained from per-
forming the previously deseribed comparisons, the equalization
tendencies of the programs, and effects of allocation procedures
on equalization tendencies.
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STATUS AND IMPACT OF FINANCE PROGRAMS

Categories and Codes of the Variables

The allocation and relative ability variables studied were

categorized and coded through an assignment of symbols as in-
dicated below. The measure of wealth is coded as follows:

Y—Personal income of states per child of school age

The allocations per child of school age from the ten federal

programs are coded as follows:

A—P.I. 81,874 allocatinns per child of school age
B—P.L. 81-815

C—NDEA Title III

D—NDEA Title V-A

E-—Vocational Educatior Act basic grants
F—ESEA Title I

G—ESEA Title II

H—ESEA Title III

I—ESEA Title V

J—ESEA Title VI-A

K-—Combined program allocations

The allocations per child enrolled in public schools from the

ten federal programs are coded as follows:

I—P.L. 81.874 allocations per student enrolled in public ele-
mentary and secondary schools,

M—P.L. 81-815 '

N—NDEA Title III

O-—NDEA Title V-A

P—Vocational Education Act basic grants

Q—ESEA Title I

R—ESEA Titls II

S—ESEA Title II1

T—ESEA Title V

U—ESEA Title VI-A

V—Combined program allocations

ANALYSIS OF CORRELATIONS
Table 8-1 shews the high and low allocation per child of

school age of each of the ten federal appropriations being ana-
lyzed, the range, the mean allocation and the correlations be-
tween a measure of relative ability and the allocation per child

268




4
©
a3
u
, “[0AD] T0* J& 20UBIYIUIIS SAIOUI(T 4% :
“[OA9] G0° J¥ 20ouBIYIUIIS SOJOUI(T
*98¢" — - #x999— 83°09 89°3LT L6°L6T 79°98 i1
& 0T — *+x888" — 690 9°0 ITT Ly'0 L
< LeT — *838" — 880 7v'e LLg 8€°G 1
= 690" — 803" — (4R 19°8 799 LL'3 H ' :
M #*+9TV’ *x987V 26°0 930 66°0 740 D
3] *%G89" — %419 — 9T'13 03'9% 98'%S 99’8 o
i 2 *5GLL = #x89L — 4% qE'e 189 [4<R3 o
m 900° 968 — 780 9870 190 180 a
#x786" — #xPG6"— 991 001 66'1 66°0 D Op I
= 380" — LT~ 331 13701 13°01 00°0 q w"
i b= 910" 980"~ 8871 $ 9L L¥TS 998714 06°0$ v ol
3 2 (4 °190) (9 °199) (¢ "100) ) (s "100) (& '190) (1 "100)
§ W U0YIV]ILLOD 101IV]B4L0D) sSuovoonly afunyy PRy 4ad afy jo01oS fo 319D A
: e fo 3uszonffao) Jo yuaporffao) a8 101302011y PRy 4od
: < FUWO Iy L840 fo uvapy 9018 w0V Y
3 N nposd suny Y61y 21038
M uosu o024 UDULLDIAS . morJ
=]
m. (Z) ALITISV TAIIVIZY HIIM NOILVIIHNOD JO SINBIDIIIIOD
ANV NV ‘BONVY ‘BDY TO00HOS 40 CIIH) ¥3J SNOILVIOTIV
1-8 @18V
[@)]:
o)
i



Y e S

262 STATUS AND IMPACT OF FINANCE PROGRAMS

of school age. Of particular interest are the correlations pre-
sented in columns 6 and 7 of this table. The Spearman rank
order correlation is listed in column 6 and the Pearson product
moment correlation in column 7. The level of significance of
each correlation is also indicated. A .05 level of significance
means that the conclusions that a correlition exists, can be con-
sidered 95 percent accurate and a levei of significance of .01
means that the conchisions that a correlation exists can be con-
sidered 99 percent accurate.

Statisticians frequently computzs both the Spearman and the
Pearson coefficients because each coefficient gives some valuable
information. A standard werk on statistics should be consulted
if one desires detailed information concerning the properties of
each of these coefficients. Briefly ‘the Spearman coefficient is
useful for determining whether a relationship exists between
two variables if the relationship between the two variables being
studied is curvilinear, or if the cases are bunched around the
mean with little variation. In such cases the Pearson correlation
coefficient understates the relationship between the two vari-
ables. The Pearson correlation has the advantage of indicating
“the power” of the relationship more accurately. The square of
the Pearson coefficient indicates the percent of the variation in
one variable that is associated with (explained by) the variation
in another variable. For example, in Table 8-1 it is noted that
variable C (NDEA Title IITI) has a Pearson correlation of —.924
with Y (personal income per child of school age). 'The correla-
tion of —.924 squared equals .853746. This means that approxi-
mately 85 percent of the variation in the amount of federal
funds allocated’ per child of school age from NDEA Title III is
associated with variations in wealth per child of school age.
Since the correlation is negative, the:less the wealth (personal
income) per child of school age, the greater the allocation per
child of school age received by a state from this appropriation.

Let us now examine more closely the correlations presented
in columns 6 and 7 of Table 81. Tt will be observed tuat in
every case in which a significant Pearson coefficient exists there
is also a significant Spearman coefficient. However, there are
two variables, I and J, for which significant Spearman coeffi-
cients are reported but for which the Pearson coefficients are not
significant. This is probably due to one or both of the conditions
described above.
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Table 8-1 indicates by one or both correlations that when the
allocations from ten federal appropriations are expressed in
amount per child of school age that five of these appropriations
have an equalizing effect, one a disequalizing effect and four a
neutral effect. When all ten appropriations are combined, the
correlation shows an equalizing effect.

In Table 8-2, the allocations from each of the ten federal ap-
propriations are expressed for each state in amounts per student
enrolled in the public schools. A comparison of Table 8-2 with
Table 8-1 shows that the correlations are very similar. Although
the amounts of the correlations vary, the same variables (ex-
pressed differently) show significant Spearman correlations in
both tables with the same signs with the exception of ESEA
Title VI-A which has a significant negative correlation with the
measure of wealth when expressed in allocation per child of
school age but no correlation when expressed in allocation per

. child enrolled. The Pearson coefficients in both tables are sig-

nificantly negative for NDEA Title III, vocaticnal education
basic grants and ESEA Title I. However, when the allocations
per child enrolled from ESEA Title IT and all ten appropriations
are combined, Table 8-2 shows no significant Pearson correla-
tion for these two variables.

ALLOCATION PROCEDURES AND EQUALIZATION
EFFECTS

The following pages provide a state by state analysis of the
equalization impact of the ten selected federal programs. Also,
the combined effect of all the programs together is discussed and
profiled.

Combined Programs Allocation

In fiscal year 1968-69, the combined total of the allocations
to the states from the ten programs amounted to nearly $2.25
billion. Allocations to individual states ranged from $3.97 mil-
lion for Vermont to about $217.8 million for California.

Equalization Effect of Combined Programs. Figure 1 shows
the equalizing effect on each of the 50 states of all ten federal aid
programs combined. The vertical axis lists the states in de-
scending order according to wealth measured in terms of per-
sonal income per child of school age. According to this measure
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the wealthiest state is New York and the poorest is Misgsissippi.
The horizontal axis shows the amounts allocated from the ten
federal programs combined. These dollar amounts are converted
to standard amounts to permit their being charted on a common
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FIGURE 1. State-by-State Cornparison of Combined Programs Ailocations and Personal
Income Per (Tiild of School Age
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266 STATUS AND IMPACT OF FINANCE PROGRAMS

scale. On the horizontal axis, one standard deviation below the
mean for K, allocation per child of school age, amounts are
$25.02. A state which is one standard deviation above the mean
in allocation per child of school age (K) is receiving $75.44 under
the ten federal programs combined. As indicated in the key, Y
shows the personal income per child of school age. The standard
deviation is a statistical measure which includes 2/8 of the cases
within one standard deviation above and one standard deviation
below the mean.

In analyzing this figure one should keep in mind that the
nearer the lines K and V lines come to the Y line the less the
equalization. The closer the entire figure resembles the letter
X the greater the inverse relationship between allocation dollars
and wealth. A liigh inverse correlation indicates high equalizing
tendencies.

When all funds are combined and the inverse relation is de-
termined between allocation per child of school age (K} and
personal income per child of school age (Y), the resulting cor-
relation is —.285 which is significant at the .05 level. This min-
imal cignificance means thai the combined effect of-all ten federal
aid programs examined is a slight equalizing tendency. On com-
paring the allocation per student enrolled in public schools (V)
to personal income per child of school age (Y) the correlation
was found to be —.246 which is not significant at the .05 level.

The reader should note, however, that the coefficient derived
from the Spearman rank-order method of correlation indicated
a greater degree of inverse relation between the allocation vari-
ables and the Y variable than those derived from the Pearson
product-moment method. In fact, if the product-moment co-
efficients had revealed as much inverse relation as those obtained
from the rank-order method, there would be little reason to ques-
tion their significance.

Looking at individual states in Figure 1, a slight tendency is
found for the allocations to poorer states, such as Mississippi
and South Carolina to drift toward one standard deviation above
the mean, while weaithier states such as Connecticut and Illinois
tend to fall nearer one standard deviation below the mean. Al-
though the tendency is slight, a perceptible equalizing effect is
clear.
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Public Law 81-874

Originally enacted in 1950, Public Law 81-874 authorizes fi-

nancial assistance for th:¢ maintenance and operation of schools
in districts where enrollments are affected by federal activi-
ties. Funds are allocated to eligible districts through Section
3(a) to assist in providing education for children who live on fed-
eral property with a parent employed on federal property. Sec-
tion 3(b) provides funds for children who either live on federal
property or live with a parent employed on federal property, but
not both. Districts having substantial increase in school en-
rollments resulting from federal contract activities with private
companies are paid under the provisions of Section 4. In school
districts where there has been a substantial logs of tax base re-
sulting from the acquisition -of real property by the federal
government, financial assistance is authorized by Section 2. In
addition, if no state or local education agency is legally able to
v provide public education to children who live on federal property,
the United States Comruissioner of Education is authorized
under Section 6 to make arrangements for such education.
4 Equalization Effect of Allocation Procedure. The funds from
this appropriation are distributed to local school districts on the
basis of the number of enrolled students who meet the pre-
scribed criteria for qualifying as pupils who ““federally affect”
or “impact” these districts. No attention is given in these pro-
cedures to the relative ability of distriets or states in regard to
whether they receive assistance from the program. KEntitle-
ments may vary, however, depending on student eligibility clas-
sifications and if it is more advantageous for a district to be paid
on the basis of its local expenditures, average state expenditures,
or average expenditures for the nation.

As a result, while relative ability does nct have a significant
: relationship to program allocations, it is possible for districts of
3 certain states to receive greater shares of funds even if they have
relatively greater wealth.

Figure 2 shows that P.L. 81-874 does not equalize resources
among the states. This subvention gives the poor state of Ar-
kansas less funds than it provides the wealthy states of Massa-
chusetts and Rhode Island. Maryland and Virginia are re-
warded for their wealthy “impacted” schooil districts surround-
ing Washington, D. C., boosting their per child of school age and
per student enrolled in public scheol allotments to the point that
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State-by-State Comparison of P. L. 81-874 Allocations and Personal In-
come Per Child of School Age

the program serves as a large subsidy for the more wealthy.
Other similar situations exist causing other states to skew to the
right of the mean. Overall, the P.L. 81-874 program provides a
correlation of .016 when personal income per child of school age
is compared to the allocation per child of school age (A) and a
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correlation of only .020 when the same income measure is eor-
related with the allocation per student enrolled in public schools
(L).

Public Law 81-815

Public Law 81-815 authorizes payments to assist local school
districts in the construction of school facilities in areas where
enrollments are increased by federal activities. In brief, the
program includes two sets of provisions through which federal
assistance may be granted. Sections 5 and 9 authorize grants
which are based on enrollment increases in federally connected
areas. Section 9 grants, however, are limited to increases in
enroilment of temporary duration. Section 14 authorizes grants
based on the number of children who reside on Indian lands and
for whom local school districts are unable to provide minimum
school facilities.

FEqualization Effect of Allocation Procedure. The distribu-
tion procedures provide that funds are allocated only in school
districts where the number of federally connected children, as
determined by preseribed criteria, is presenting a financial
burden to the extent that minimum school facilities cannot be
provided through utilization of all state and local funds avail-
able.

Obviously, this procedure includes neither a built-in minimum
for all states nor a specific feature assuring greater shares of
funds to poorer states. It is quite possible for scme states (nine
states in 1968-69) to receive no funds through the program. As a
result, although there apparently is not a significant inverse or
positive relation between allocations and relative ability, it is
possible for certain states with relatively greater wealth to re-
ceive greator shares of funds. As examples, the greatest ex-
tremes in 1968-69 allocations were for the states of Hawaii,
Alaska, and Colorado. All three of these states are well above
the mean in personal income per child of school age.

Figure 8 shows the two allocation variables (B and M) of
P.I. 81-815. The correlation of .032 between allocation per
.child of school age (B) and personal income per child of school
age (Y) and the correlation of .058 between allocation per stu-
dent enrolled in public school (M) and personal income per child
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FIGURE 3. State-bv-State Comparison of P. L. 81-815 Allocations and Personal Income
Per Child of School Age

of school age (Y) clearly indicate that this federal aid program
has no fiseal equalizing tendencies.

NDEA Title IIT
Through the 1958 enactment of P.L. 85-864, the Nationsl
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Defense Education Act, the Congress responded to critics who
charged public education with blame for the threat posed to the
national defense by the comparatively small supply of scientists
and lack of technological capability. Initially, Title III of NDEA
was designed to provide financial assistance for strengthening
instruction in science, inathematics, and modern foreign lan-
guages. Subsequent amendments have increased the number of
curricular areas eligible for assistance.

In funding this required matching program, each state re-
ceives an aliocation for program administration, including sala-
ries and expenses of state Title III staff, on the basis of the
state’s proportion of the nation’s school age population. All
states, however, receive a minimum of $50,000 for these pur-
poses. A separat: formula is used to compute state aliocations
for eventual discribution to local education sgencies in support
of approved projects involving equipment, materials, and minor
remodeling. Funds appropriated for such distribation are dis-
tribu‘ed among the ~tates on the basis of their relative school
age populations, wer,_ited by their relative personal incomes.
The weight which may be given to personal income, however, is
limited to insure that no state will receive more than twice as
much per child of school age as the state receiving the smallest
amount per child. In effect, then, a larger school age population
tends to increase a state’s allocation while a greater per c¢apita
income tends to decrease it. '

E'qualization Effect of Allocation Procedure. The provisions
in the allocation procedure specifying that funds are to be allo-
cated to the states on the basis of their relative school age popu-
lations, weighted by their relative personal incomes is a very
definite equalizing tendency for the program. This apparently
is true even though the legislation also provides that no state
will receive more than twice as much per child of school age as
the state receiving the smallest amount per child of scheol age.

Yet an item of rather great importance is the fact that
NDEA Title III requires dollar-for-dollar matching of allocated
funds. Poorer states obviously have greater difficulty in match-
ing federal dollars than the wealthier states. Thus, for sorie
gtates at least, the extent of the equalizing relation nationwide
could possibly be offset somewhat by the amount of state and/or
local efforts required to match funds in order to receive assist-
ance from this program. This can assume even greater impor-
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FIGURE 4. State-By-State Comparison of NDEA Title 11l Allocations and Personal In-
come Per Child of School Age

tance if some states are unable to provide the funds needed to

5 match part or all of their allocations. ,

; Figure 4 shows that Title III, NDEA currently has outstand-

i ing fiscal equalizing tendencies. The correlation between C and

Y is —.924 and the correlation between N and Y is —.934.* The

*Pearson Product Moment (See: Tables 8-1 and 8-2).
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extent of the equalization of this program is dramatized by
comparing the inverse relation between the C and N variables
with personal income per child of school age (Y). While New
York has a personal income per child (Y) scaled at +2.24
standard deviations, the allocation variables for New York (C
and N) are scaled respectively at —1.90 and —1.66. Conversely,
variable Y for Mississippi is scaled at —1.97 while the C and N
variables are +1.98 and +1.45 standard deviations respectively.
Translated into dollars and cents, this means that the allocation
of Title III, NDEA funds per child of school age in New York
was $0.99 while the much poorer state of Mississippi received
$1.98. In terms of allocations per student enrolled in public
schools (N), the amounts ranged from a high of $2.36 in Louisi-
ana to a low of $1.07 in Nevada.

NDEA Title V-A

The legislative intent of NDEA Title V-A, as stated in Sec-
tion 503 (a), is to provide funds through an approved state plan
for (1) a program of testing to identify students with outstand-
ing aptitudes and ability; and (2) a program of guidance and
counseling to advise students concerning courses of study, the
vocation for which they should train, and ultimate admission to
institutions of higher education. Funds appropriated for allo-
cation among the states are distributed through a formula based
on relative scheol age population. There is a provision for a
minirnum state allocation of $50,000. As is the case with
NDEA Title III, the V-A program requires dollar-for-dollax
matching at state and/or local levels.

Equalization Effect of Allocation Procedure. NDEA Title
V-A legislative provisions include two key features: (1) funds
are allocated on the basis of states’ relative school age popula-
tions; and (2) each state is assured a minimum zllocation of
$50,000. The seconnd feature apparently is responsible for the
extreme deviations in the allecations of some states. That is,
in a program this size ($17 miliion), the states with the smallest
populations are assured of a relatively greater share of the
funds. This is the case because their allocations would have
been less than the minimum provided if they had been based
solely on relative school age population. The minimum also may
have either an equalizing or disequalizing effect, depending on
the relative ability of the small state.
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Another important result of the guaranteed minimum is that
comparatively large states (poor or wealthy) may find the
amount of their allocations reduced in order to provide the mini-
mum guaranteed to all states.” This kind of result also may have
either an equalizing or disequalizing tendency for an individual
state, depending on its relative ability.

It seems possible that funds allocated solely on the basis of
relative school age population could show either equalizing or
disequalizing tendencies because of relations existing between
variables other than those studied. This may be true even
though the procedure is not designed to specifically compensate
or penalize siates according to relative ability. Necessarily, the
safest assumption seems that any greater extent of equalization
which might have resulted from this feature of the procedure
was offset by the provision for a $50,000 minimum.

As is the case with NDEA Title III, the Title V-A program is
one which requires matching ; therefore, the amount of financial
effort required of the poorer states could result in a greater tend-
ency of the program toward disequalization than is indicated
by the effect of the appropriation on equalization shown in Tables
8-1 and 8-2.

Inspectior: of Figure 5 reveals that allocations of funds from
Title V-A of NDEA bear little relation to the personal incom:
variable. The means of the allocation variables were influenced
substantially by the extreme deviations in the allocations to
Alaska and Wyoming. Other than Nevada, these were the only
states receiving more funds per child of school age (D) than the
mean of the variables. The correlation between D and Y is .006
aud the correlation hetween 0 and ¥ is .065 (Pearson), neither
indicating any patiern of equalization.

Veocational Education Act Basic Grants

Vocational education legislation in recent years has been de-
signed as a vehicle to extend and broaden . pportunities for the
preparation of all persons for gainful employment. The Voca-
tional Education Act of 1963, followed by its 1968 amendments,
emphasized a redirection of programs for employment prepara-
tion. That is, programs were redirected from preparation for
specific cccupations to any occupation not requiring a bacca-
laureate degree. :
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FIGURE 5. State-by-State Comparison of NDEA Title V-A Allocations and Personal In-
come Per Child of School Age

Funds in support of the basic grants program are allocated
among the states through a rather complex formula which re-
quires dollar-for-dollar matching by the states. In brief, alloca-
tions are based on state’s relative percentages of persons in vari-
ous age groups needing vocational education, weighted by a spe-
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cific factor which considers per capita personal income of the

gtates.

Fqualization Effect of Allocation Procedure. One particular
part of the distribution formula for voecational education allows
for an equalizing effect. The allotment ratio for any state is set

1
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at 1.00 minus the product of 0.50 and the state’s percentage of
the total per capita personal income of the nation. The provi-
sions relating to the number of persons in various age groups
needing vocational education and the establishment of a maxi-
mum and a minimum in the allotment ratios of the states seem
to have had a tendency to reduce the extent of the equalization
which might have resulted if the distrikbution procedure had
been based solely on relative per capita income.

However, other than Title III, NDEA, the Vocational Edu-
cation Act basic grants program rrovides the greatest equaliza-
tion of any of the programs studied. Figure 6 illustrates the
significant inverse relation between allocations and relative abil-
ity. The equalizing impaet is reccgnized quite clearly when one
observes that 24 of the 27 states scaled above the Y mean receive
allocations per child (E) which are scaled below the mean. Of
the 23 states scaled below the Y mean, 19 are scaled above the
mean of P. In other words, generally the poorer states receive
more funds and the wealthier states less. The states with the
lowest allocations of $3.52 per child of school age are Connecti-
cut aad New Jersey. On the other hand, the states of Arkansas
and Mississippi receive $6.51, and $6.38 respectively. When the
allocation amounts per student enrolled in public schools (P)
are compared to personal income (Y) the state receiving the
lowest amount is California with $3.81 while Arkansas and Mis-
sigsippi receive $7.32 and $7.38.

It should be noted also, that in the case of Voecational Educa-
tion Act funds, a substantial difference exists between alloca-
tions per child of school age (E) and allocations per student en-
rolled in public schools (P). The t-test indicates that this vari-
ation is significant. The major deviations in these two measures
are found in the states of New York, Illinois, Rhode Island,
Pennsylvania, New Hampshire and North Dakota.

ESEA Title I

ESEA Title I provides financial assistance to state and local
education agencies for the purpose of expanding or improving
educational programs to meet the special needs of disadvantaged
children. Programs are designed for (1} educationally disad-
vantaged children in low income areas; (2) handicapped, ne-
glected, delinquent, and foster children; (8) children of migra-
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tory agricultural workers; and (4) American Indian children
attending Bureau of Indian Affairs schools.

Basic Title I allocations are computed on the basis of counties
rather than school districts. The number of eligible children ig
multiplied by one-half the state or national per pupil expendi-
ture, whichever is higher. The number of eligible children is
based on the number of school age children who are (1) in fami-
lies with znnual incomes below the established low income cri-
terion; (2) in families receiving payment from the program of
Aid to Families with Dependent Children; and (8) living in
institutions for neglected or delinquent children, or living in
foster homes supported by public funds.

Equalization Effect of Allocction Procedure. As indicated
previously, basic Title I allocations are computed on the basis of
counties by multiplying the number of eligible children by one-
half the state or national average per pupil expenditure, which-
ever is higher. Essentially, the eligibility of children is based
on the number of school age children who are from families with
annual incomes below the established ‘ow-income criterion. Thus,
it is through the use of the low-income criterion that the relative
abilities of the states are to some extent taken into account in
the allocation procedure.

The established low-income criterion of $3,000 serves to pro-
duce a significant equalizing tendency overall, but it can <on-
tribute to a disequalizing tendency for the program in certain
states. A state could be relatively poor but have comparatively
few families falling beneath the low-income criterion, and an-
other state could be relatively wealthy but have comparatively
greater numbers of families beneath the low-income standard.

The net effect of the feature in the allocation procedure
which provides for allocations to be based in part on the state
or nationa] average expenditure, whichever is higher, is difficult
to determine. States expending at rates greater than the na-
tional average obviously receive a greater allocation than justi-
fied by equalization if those states are above average in wealth.
However, states spending less than the national average receive
allocations which have an equalizing effect if such states are
below the national average in wealth.

These allocation procedures used in Title I produce an equal-
izing effect. Figure 7 demonstrates the significant inverse rela-
tionship between Title I allocations and the fiscal ability of the
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statez, Of all the states with wealth above the mean in fiscal
ability, only New York (Alaska is above the mean in allocations
per student enrolled in public schools) receives an allocation
above the mean in allocations per child of school age ($27.84 or
0.66 standard deviation). Of the 23 states falling below the
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mean in personal income, seven states (Wyoming, $16.82; Ver-
mont, $15.16; Maine, $18.42; Arizona, $19.80; Montana, $17.81;
Idaho, $15.36; and Utah, $9.98) are below the mean in allocation
per child (F). The product-moment correlation betwee Title
I, ESEA allocation per child of school age (F) and per .al in-
come per child of school age (Y) is —.632. Between the «.loca-
tior per student enrolled in public schools (Q) and ihe personal
income measure, the correlation is —.609.

ESEA Title IT

Title II of ESEA authorizes funds to improve instruction
through acquisition of school library rcsources, textbooks, and
other printed and published materials for the use of teachers and-
children in public and private elementary and secondary schools.
There is no matching provision in Title II, but current levels of
state and local support must be maintained. Stated simply, al-
locations to the states are based on their numbers of children
enrolled in public and private elementary and secondary schools
in ratio to the number enrolled in all states and the District of
Columbia.

Equalization Effect of Allocation Procedure. Of the ten pro-
grams studied, the allocation procedure of Title II, ESEA is the
only one which distributes funds on the basis of relative enroll-
ments in public and private schools. This procedure apparently
accounts for the fact that this is the only appropriation of the
ten studied that has a disequalizing effect. The explanation of
this phenomenon is relatively simple. The wealthier states gen-
erally have a higher percentage of children of school age enrolled
in private schools than the less wealthy states. Therefore, the
allocation of federal funds on the basis of pupils enrolled in both
public and private schools tends to have either a disequalizing or
neutral effect.

Despite the wildly fluctuating patterns Figure 8 shows a
generally positive relation between allocation and personal in-
come. Examples of the Title II disequalization are illustrated
by South Carolina receiving $.87 per school age child while the
much more wealthy state of Connecticut receives $.96 per school
age child. With regard to allocations per student enrolled Con-
necticut falls below the mean with $1.13 but continues io receive
more than South Carolina with $.99. When allocations per child
of school age (G) are correlated with personal income per child
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of school age

(Y), the rank-order method of correlation indicated

a coefficient of .486 and the product-moment method yielded a

correlation of .415.

The test of significance applied to the

product-moment method confirmed a significant disequalizing
tendency at .01 level of significance.
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The t-test indicates a significant difference between the >
means of the two variables, child of school age (G) and student !
enrolled in public school (R).

ESEA Title III

Financial assistance is authorized through ESEA Title III
to support supplementary educational centers and services in
order to stimulate and assist in (1) providing vitally needed edu-
4 cational services not available in sufficient quality and quantity, :
and (2) establishing and developing exemplary elementary and
secondary education programs to serve as models for regular
school programs. From the total of the funds allocated to the
states, each state receives a base amount of $200,000. Xach
state is then allotted a portion of the remaining balance. Half
of this balance is apportioned in the same proportion that the
number of children (age 5-17) in each state bears to the nation’s
school age population. The other half is distributed in the same
proportion that the total population of each state bears to the
total population of the nation.

Equalization Effect of Aliocation Procedure. The feature of
the allocation procedure providing a fiat grant of $220,000 ob-
viougly benefits states with smaller populations (whether
wealthy or poor) to a greater extent than the larger states. In ¢
many respects, it serves as a built-in minimum which contributes
to the rather extreme positive deviations in the allocations of {
some states. However, because small siites are rather widely §
dispersed from the standpoint of relative ability, this feature ;

i
g
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probably would not contribute in a consistent fashion to either
equalization or disequalization. »

The other features of the procedure also do not seem to lend R
themselves to specifically taking relative ability into account. It
is possible, however, that allocations based on either relative
school age population or relative total y.-pulation, or both, could
have produced a disequalizing tendeney had they not been under-
girded by the $200,000 factor. When one notes that ESEA Title f
II allocation (distributed solely on the basis of relative public and ;
private school enrollments) resulted in a disequalizing tendency,
some support is found for this hypothesis.

Title III, ESEA allocations have neither an equalizing nor
disequalizing effect. Figure 9 shows great variations in patterns A
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of allocations for both wealthy and poor states. It is evident
that the states with smaller populations are the ones obtaining
the greater fiscal benefits from the Title III formula. The
formula, disregarding the fiscal ability of the states, provides a
small relatively wealthy state such as Delaware with $4.79 per
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child of school age while giving less affluent states with larger
populations such as Kentucky and Louisiana only $3.06 and $2.83
respectively.

The product-moment. method of correlation indicated a cor-
relation of —.069 between allocation per child of school age (H)
and personal income per child of school age (Y), while the allo-
cation per student enrolled (S) compared to personal incom: (Y)
produced a coefficient of —.025, neither correlation is significant
at the .05 level.

ESEA Title V

ESEA Title V authorizes grants to states, on a non-matching
formula basis, to strengthen the leadership resources of their
state education agencies and to reinforce their abilities tc iden-
tify and meet needs of elementary and secondary education.
State education agencies may participate in multi-state projects
of an experimental nature. These projects are authorized
through Section 505 and represent attempts to find new solutions
to problems common to several or all of the states. Title V funds
are allocated to the states through the following formula: (1) 40
percent of available funds is apportioned equally among the
states; and (2) 60 percent is apportioned according o the ratio
of the number of public school pupils in the state to the number
of public school pupils in all the states.

Equalization Effect of Allocation Procedure. The 40 percent
provision of the allocation procedure assumes some of the same
characteristics as those of the established minimum or basic
grant procedures. States with comparatively smaller populations
(wealthy or poor) derive greater benefits from it. Thus, it
would serve to equalize or disequalize differently in individual
states. In addition, because the smaller states are rather widely
dispersed in terms of relative ability, this part of the allocation
Procedure probably reduces any egualization tendency of the
funds allocated through the 60 percent provision.

In other programs having distribution methods which include
an established minimum, the extent to which extreme deviations
oceur in the allocations of certain states appears to be specificaily
related to the amount of the minimum in comparison to the total
funds available for allocation. In the case of ESEA Title V, the
40 percent provision would permit flexibility for the guaranteed
portion of the total available for aliocation. Necessarily, it
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FIGURE 10. State-by-State Comparisen of ESEA Title V Allocations and Personal In.
come Per Child of School Age :

would affect the relation between allocations and ability in es-
sentially the same way regardless of the size of the {otal amount
of funds distributed. ' '

Figure 10, analyzing Title V, ESEA allocations, reveals a
pattern similar to that of Title iIl, ESEA in Figure 9. The pat-
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tern is more responsive to variations in child and student popu-
lations than to fiscal ability measures. New York receives $0.33
per school age child and Mississippi receives $0.64 per school
age child, while the smaller population states of Nevada ($2.14),
Delaware ($1.75), Alaska ($2.69), Wyoming ($2.77), Vermont
($2.11), and North Dakota ($1.47) obtain greater per child (I)
allotments. The allocations per student enrolled in public schools
(T) create a similar effect.

The evidence on the equalization tendencies of this appropri-
ation is inconelusive. Although the Spearman rank-order cor-
relation indicates a .05 level of significance on both variables (I
and T), the product-moment correlation between allocation per
child of school age (I) and personal income per child (Y) is
—.127 and the allocation per student enrclled in public schools
(T) and personal income (Y) is —.120, neither of which is sig-
nificant at .05 level. IFrom observing the allocation pattern
shown in Figure 10, it is probably safe to say the allocation pro-
duced neutral effects, neither equalizing nor disequalizing.

ESEA Title VI-A

Title VI, Education of Handicapped Children, was added to
the Elementary and Secondary Education Act through the en-
actment of P.1.. 89-750, November 3, 1966. Part A provides as-
sistance to the states in initiating, expanding, and improving
programs and projects (including acquisition of equipment and
construction of school facilities where necessary) for the educa-
ticn of handicapped children at the preschool, elementary and
secondary levels. ‘

% From the funds appropriated for allocation to the states, each
state is allocated an amount in the same ratio to the appropria-
tion as the number of children age, 3-21 inclusive, in the state
bears to the number of such children in all states. There is,
however, an established minimum of $100,000 for each state.

Bqualization Effect of Allocation Procedure. The established
mirimum of §$100,000 can be seen as either equalizing or dis-
equalizing, depending on its ratio to the total funds available,
and the size of the individual state. In noting the size of the
T'itle VI-A program for the year studied, there seems good reason
to believe that the minimum did contribute to an indication of
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FIGURE 11. State-by-State Comparison of ESEA Title VIi-A Aliocations and Fersonal
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no significant relation between allocated funds and relative abil-
ity. That is, the extreme deviations in allocations produced in
part by the guarantee serve as equalizing factors in some states
and disequalizing factors in others because of individual differ-
ences in relative ability. The effect of the minimum when com-
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bined with the provision allocating funds on the basis of states’
relative populations age 3-21, was neutral when allocations are
expressed in amount per child of school age. Here, once again
Fig. 11), as in Title V, ESEA, the smaller population states,
Nevada, Alaska, Wyoming and Vermont receive a share dispro-
portionate to their child and student populations. The allocations
generally bear little relation to the fiscal ability of. the states.
Correlations were not significant at the .05 level, between the J
and Y variables or between the U and Y varizbles. The product-
moment coefficient of the former being —.101 and the latter,
—.042. However, when allocations were expressed in amount per
child enrolled, the Spearman correlation reported in Table 8-2
indicates a significant cqualizing tendency. Therefore, the evi-
dence on the extent of equalization of this program is inconelu-
give.

SUMMARY OF CORRELATIONS

Yollowing is a summary of the correlations of the personal
income per child of school age (Y) in each state with the alloca-
tions per child of school age received by each state from ten fed-
eral appropriations for the public schools. A significant nega-
tive correlation indicates that the appropriation has an equal-
izing effect; a significant positive correlation, a disequalizing
effect; and no significant correlation, a neutral effect.

1. A—P.L. 81-874. No significant correlation, Spearman or
Pearson.

2, B—P.L. 81-815. No significant correlation, Spearman or
Pearson,

3. C—NDEA Title III. Significant negative correlation at
the one percent level, both Spearman and Pearson.

4. D—NDEA Title V-A. No significant correlation, Spear-
man or Pearson.

5. E—Vocational Education Act basic grants. Significant
negative correlation at the one percent level, both Spearman and
Pearson.

6. F—ESEA Title I. Significant negative correlations at the

one percent level, both Spearman and Pearson.

7. G—ESEA Title II. Significant positive correlations at
the one percent level, both Spearman and Pearson.

8. H—ESEA Title III. No significant correlation, Spearman
or Pearsomn.

9. I—ESEA Title V. A significant Spearman negative cor-
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relation at the five percent level, no significant Pearson correla-
tion. . .

1¢. J—ESEA Title VI-A. A significant Spearman negative
correlation at the one percent level but no significant Pearson
correlation. »

11. K—"Combined allocation from all ten programs. A sig-
nificant Spearman negative correlation at the one percent level
and a significant negative Pearson correlation at the five percent
level.

SOME IMPLICATIONS FOR EDUCATIONAL FINANCE

There are rather strong indications that the federal govern-
ment frequently hag given little, if any, specific attention to the
relative financial abilities of the states through the design and
enactment of legislation to aid education. In addition, the allo-
cation procedures or formulas through whieh funds from various
federal aid programs are distributed to the states may not be
producing the kinds of benefits and results intended because of
the differences in the amount of funds authorized for a given
program and the amount finally appropriated for allocation. In
other words, a given distribution procedure or formula can be
more appropriate for apportioning an amount of one size than it
is for an amount either smaller or larger in size. This could be
especially significant in the programs which include an estab-
lished minimum amount or percentage of the funds for equal
distribution among the states.

There is a considerable amount of duplication in the legisla-

- tive provisions and emphasis of several of the programs. This

seems to be quite true concerning the number and extent of the
provisions for disadvantaged and handicapped children. As a
resuli, there is a rather strong possibility that difficulties in co-
ordinating the various program provisions aimed at improving
education for these children could result in a reduction of the
overall benefits derived. Also, this amount of duplication can
produce too much emphasis on one problem at the expense of
other vitally needed programs and services.

There is need for a thorough evaluation of the possible dis-
equalizing effects of program allocation procedures which re-
quire the matehing of federal funds by state and local education
agencies. First, because of the varying financial abilities of the
states, the less wealthy states may not always be able to take full
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advantage of the funds available to them. Also, one may ques-
tion whether in some instances the local and/or state funds used
to match the federal allocation could be used to better advantage
by servicing needs other than those specified in the categorical
matching programs.

There is need for reassessment and future continuous evalua-
tion of the rationale, intent, and provisions of all of the programs
studied. In other words, it should be determined whether the
problems and purposes for which the programs wer: designed
originally still merit priority attention. If so, the effectiveness
of the existing legislative provisions in satisfying the legislative
intent should be determined. As examples, the need for continu-
ation of the present programs of aid to impacted areas (P.L.
81-874 and P.L. 81-815) could be greater, less, or of a different
kind than is now served by these programs.

Through its provisions for several different categorical aid
programs within the framework of one act, the Elementary and
Secondary Education Act could be viewed as the nearest thing
to general aid provided by the federal gcvernment at the time of
this study. Howsver, because of the considerable specificity of
purpose in each of the titles, as well as the varying procedures
and formulas used in allocating funds for the programs, the net
result probably is little more than a substantial addition to the
number of special purpose programs already existing prior to its
enactment.

Although in this study, financial equalization is in effect de-
fined as the allocation by the federa! government of greater
amounts ot funds per unit of need to the less wealthy states than
to the more wealthy states, some financial equalization actually
results when funds are allocated to all states on the basis of a
uniform amount per unit of need. This is due to the fact that
the less wealthy states contribute less to the federal treasury
through taxes per unit of need than the more wealthy states.
Therefore, even a fixed flat grant per unit of need has a redis-
tributional equalizing effect. However, allocating more funds
per unit of need to the less wealthy states than to the more
wealthy states has a greater equalizing effect than allocation on
the basis of a uniform amount per unit of need.

Finally, it seems that categorical aid, a problem-centered -

and/or crisis-oriented approach to financial assistance, does not
frequently lend itself to specific recognition of the uunderlying
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differences in the relative ability of the states to finance educa-
tion or to their overall educational needs. Better solutions to
these problems could probably be found in consolidating many
categorical grants into “block grants” or better yet, by providing
a substantial general grant.
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CHAPTER 9

The Relationship Between Revenue
Allocations and Educational Need as
Reflected by Achievement Test S:ores?

Dowatp 8. VA FLEET
AND
GERALD BOARDMAN

Much has been said and written about improving the quality
of public schools and providing equal educational opportunity for
all youth in the United States. Ad valorem taxes have been one
of the prime sources of revenue for the support of local school
districts. However, the value of property to be taxed has varied
widely among the local school districte. The result has been
that there is great disparity both in the level of financial support
of education programs within the states and in the equality of
the tax burdens on the citizens.

The fiscal problems are accompanied by even more perplexing
educational problems. Concentrations of educationally deprived
children, who need higher cost educational programs to meet
their needs, add stress to the fiscal systems from which school
districts derive their resources. Furthermore, achievement levels
in measurable knowledge and skills vary widely among school

1. This chapter summarizes a study made by Donald S. Van Fleet, A
Study of the Relationship Between Title I, State and Local Funds, and
Pupil Achievement Within Selected States, Doctoral dissertation, Gaines-
ville, Florida: University of Florida. This study was sponsored by the
National Educational Finance Project.
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294 STATUS AND IMPACT OF FINANCE PROGRAMS

digtricts. Do our systems of fiscal support tend to increase or
decrease disparities in achievement among the scheol districts
of a state? In all of the states except Hawaii, school districts
receive tax revenue from federal, state and local sources.

The researchers for the Designing Education for the Future
Project concluded: “As we plan the financing of education in the
future, it is desirable that financial models be developed which
will integrate the funds received by the public schools from fed-
eral, state and local sources into a plan that will tend to equalize
educational opportunity and optimize the output of the school
social system.”’z

FINANCING EQUAL EDUCATIONAL OPPORTUNITY

This chapter presents a summary of a study sponsored by
the National Educational Finance Project which was designed
to determine the extent to which revenues from federal, state
and local sources were reaching culturally different or culturally
disadvantaged children. In other words, do districts with con-
centrations of culturally disadvantaged children receive more or
less money per pupil from federal, from state and from local
sources than districts that do not have these concentrations?
Following are some of the basic assumptions upon which this
study is based:

1. Low school achievement is highly associated with cultural
disadvantages and low socio-tcconomic level. Coleman and many
other investigators have validated this assumption.

2. Compensatory education for the culturally disadvantaged
costs more per pupil than the educational program needed by
non-culturally disadvantaged or non-handicapped children. The
evidence presented in Volume 8 of the National HEducational Fi-
nance Project entitled, Planning to Finance Education substanti-
ates this assumption.

3. If districts with low achievement levels have less money
available per pupil than districts with high achievement levels,
educational opportunity is being disequalized because financial
disparities will tend to continue or even increase achievement
disparities.

2. Edgar L. Moi-phet and David L. Jesser, eds. Emerging Designs for
Education, Denver, Colorado: Designing Education for the Future, 1968,
p. 218.
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4. Standardized tests are satisfactory for measuring certain
important achievement objectives of the schools.

5. If educational opportunity is to be equalized and present
disparities among districts in educational achievement are re-
duced, districts with high concentrations of the culturally dis-
advantaged children should be provided with more revenue per
pupil than distriects without such concentrations. It is assumed
that unmet educational needs are greatest in the districts with
the lowest educational achievement levels.

EQUALITY OF EDUCATIONAL OPPORTUNITY AND TITLE 1

The investigation which is reported in the following sections
sought to examine the allocations of local, state and certain fed-
eral funds to determine their relationship to educational need
as reflected by standardized test scores.

The Design of the Study

This study was designed to examine the relationships that
existed between various revenues available to local school dis-
tricts and the mean standardized test scores within each of eight
selected states. In order that this study could be conducted, it
was necessary that the names of the states remain confidential.

The goal of this study was to investigate the relationships
that existed between the amount of revenue available from vari-
ous sources to local school districts and the educational need of
pupils in these districts as reflected by mean standardized
achievement test scores. The specific aim of the study was di-
rected to determining the extent to which Title I revenue, state
revenue and local revenue reached the target population, the
culturally different, when standardized achievement tests were
used to identify this population. The reverues considered were
those available in 1968-69 to local school districts from local
funds, from state aid and from Title I of ESEA. Although this
represents most of the total revenue available to districts, such
special funds as transportation and capital outlay allocations
were not included in the revenue data for any of the states.

The sample used in this study was 10 percent of the total
school districts in each of the selected states, randomly selected,
or thirty districts, whichever was larger. If there was a total
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296 STATUS AND IMPACT OF FINANCE PROGRAMS

of less than thirty school districts in the entire state, then all of
the school districts in that state were included.

Two factors limited the selection of districts in the sample.
First, the states selected had to have a state-wide testing pro-
gram in grades two through eight, inclusive. Second, school
districts of less than 1,500 pupils were not cousidered in the
sample. The number of districts included from each of the
eight states was as follows: State A—forty-eight districts, State
B—twenty-eight districts, State C—-twenty-one districts, State
D—eighteen districts, State E—forty-seven districts, State F—
forty districts, State G—forty-six districts, and State H—thirty-
six districts. '

For each local school district in the sample the following four
basic kinds of data were ‘collécted: (a) local revenue availabie
1968-69, (b) state revenue allocations for 1968-69, (c) Title I
revenue allocations for 1968-69, (d) standardized achievement
test data for one grade, grades two through eight inclusive, in
1968-69. Tiie test data for State A were in the form of mean
grade equivalents for the third grade using the Stanford
Achievement Test Battery. In State B, the test data were in the
form of mean grade equivalents for the fifth grade using Cali-
fornia Achievement Tests. The test data for State C were in
the form of mean raw scores for the fourth grade using the
Stanford Achievement Tests. The test data for State D were
in the form of mean raw scores for grade level five using the
Metropolitan Achievement Tests. In State E, the test data were
in the form of mean raw scores for the third grade using stan-
dardized state department prepared achievement tests. State F
had test data in the form of mean grad.. equivalents for the fifth
grade using Iowa Tests of Basic Skills. State G had sixth grade
test data in the form of mean raw scores using the Stanford
Reading Tests. The test data for State H were in the form of
mean grade equivalents for the eighth grade using the Cali-
fornia Achievement Tests.

The basic statistical technique used to examine the relation-
ship between the revenue data and the test data was the Pearson
Product Moment Correlation. The study actually included arith-
metie, language and composite achievement means, in addition
to the reading achievement means which are discussed in this
chapter. Reading achievement was found to be representative
of the total achievement score in every instarce. For this reason
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the reading achievement relationship to the revenue available :
from the various sources was analyzed independent of the other i
test data in order that the results might be presented with clarity !
and conciseness.

] RELATIONSHIP OF REVENUE PER
] PUPIL TC SCHOOL ACHIEVEMENT

The results of the study are presented in the following se-
quence:

1. Relationship of local revenue ava1lable per pupil to mean
reading achievement test scores.
2. Relationship of state revenue available per pupil to mean
reading achievement test scores.
" 8. Relationship of Title I revenue available per pupil to mean
o reading achievement test scores.
4. Relationship of combined local and state revenue avallable
: per pupil to mean reading achievement test scores.
! 5. Relationship of combined local, state and Title I revenue
available per pupil to mean reading achievement test scores.

Relationships of Local Revenue Available to Mean p
Reading Achievement Test Scores

The local revenue allocation data are shown in Table 9-1 for
each of the states and are discussed in the following section. The
TABLE 9-1

CORRELATION OF LOCAL REVENUE AVAILABLE
WITH ACHIEVEMENT IN 1968-69

Mean Local Local Revenue

Revenue Range Percent  Correlation *

Available in Local of With Mean

Per Pupil Revenue Total Reading

in ADA Per Pupil Revenue Achievement
State A $179.85 64 — 431 34.09 0.5441%*
State B 47495 304 — 742 65.32 0.0677
State C 645.97 432 — 833 89.23 0.3106
State D 173.13 56 — 322 24.68 0.5593*
State B 546.90 29 —1,764 46.12 0.2873
State F 593.26 299 — 882 72.28 0.1964
State G 424.17 157 — 758 61.81 0.4327%%
State H 18.72 7T— 232 16.68 0.4773**

**Gjgnificant at the .05 level.
*Significant at the .01 level.
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FIGURL 1. Correlations Between the Local Revenue Allocations and the Mean Rzading
Achievement Test Scores in Eight Selected States in 1968-69

correlations between local revenue and educationai neced as re-
flected in reading achievement test scores are illustrated graphi-
cally in Figure 1. In all tables and figures that follow, the sym-
bol ** indicates statistical significance at the .05 (or 5 wercent)
level and the syinbol * indicates significance at the .01 (or 1 per-
cent) level.

In distriets A, D, G and H, the amount of local revenue avail-
able per pupil is significantly correlated positively with reading
achievement. If it can be assumed that additional financial re-
sources will increase educational achievement, then in states A,
D, G and H, the additional local funds available in the high
achievement districts in those states have the effect of widening
the achievement differences among the school districts in those
states.

The higher educational attainment in the high achievement
districts is undoubtedly affected favorably by socio-economic
and cultural advantages. When those advantages are reinforced
by more local revenue per pupil than the low achievement dis-
tricts, wide differences among the districts in educational
achievement will continue.

Although the correlations were not statistically significant
in state B, C, E and F, they werz all positive. Therefore, in
none of the eight states studied di:: ;oeal funds have the effect of
equalizing achievement differentiaus.
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TABLE 9-2
CORRELATION OF STATE REVENUE AVAILABLE
WITH ACHIEVEMENT IN 1968-69

Mean State State Revenue 3

Revenue Runge Percent Correlation 1

Available in State of With Mean i

Per Pupil Revenue Total Reading N

in ADA Per Pupil Revenue Achievement

State A $300.49 264 — 361 56.95 ~— 0.7097*%* 4
State B 236.21 29 — 361 32.48 —0.0493
State C 69.91 15— 164 9.66 0.0144 4
State D 511.40 316 — 942 72.88 —0.2248
State E 622.00 322 — 910 52.45 —0.1006 P
State F 211.92 23— 284 25.82 0.1793 %
State G 249.30 142 — 383 86.32 ~—0.3217* i

State H 3217.36 229 — 691 71.89 —0.2037

**Qignificant at the .05 level.
*Significant at the .01 level.

It will also be noted from Table 9-1 that there were wide
ranges among the districts of all of the states studied in the
amount of local funds available per pupil, however, the range was
much wider in some states than in other states.

Relationship of State Revenue Available to Mean Reading
Achievement Test Scores

The state revenue allocation data are shown in Table 9-2 for
each of the states. The correlations between state revenue allo-
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FIGURE 2. Correlations Between State Revenue Allocations and Mean Reading Achieve-
ment Test Scores in Eight Selected States in 1968-69
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300 STATUS AND IMPACT OF FINANCE PROGRAMS

cations and reading achievement test scores are illustrated
graphically in Figure 2.

State revenue allocations per pupil were significantly corre-
lated negatively with reading achievements in states A and G.
This indicates that state funds might be tending, in these two
states, to reduce achievement disparities among the school dis-
tricts.

The data show that state revenue allocations were not sig-
nificantly related to the mean standardized reading achievement
test scores in six out of the eight states. However, in four of
those six states, the relationship was negative. In none of the
eight states studied did state funds have a significant tendency
to increase achievement disparities among the districts.

Relationship of Title I Revenue Available to Reading Achieve-
ment Test Scores

The Title I revenue allocation data are shown in Table 9-3
for each of the states. The correlations between Title I revenue
allocations and reading achievement test scores are illustrated
graphically in Figure 3. It is noted from Table 9-8 that in seven
of the eight, states studied, Title I allocations per pupil are cor-
related significantly negatively with reading achievement scores
and in the remaining state, the correlation is negative although
non-significant. - This means that Title I money is actually reach-

TABLE 9-3

CORRELATION OF TITLE I REVENUE AVAILABLE
WITH ACHIEVEMENT IN 1968-69

Title 1
Mean Title I . Revenue
Revenue Range in Percent Correlation
. Available Title I - of With Mean
Per Pupil Revenue Total Reading
in ADA Per Pupil Revenue Achievement
State A $47.22 77— 95 8.96 —0.7728*%%
State B 15.93 3— 56 2.20 - 0.4413*
State C 8.03 1— 19 1.11 —0.4715%
State D 17.09 0— 65 2.44 —0.6299**
State E 16.91 2— 48 1.43 — 0.6747**
State F 15.58 0— 34 1.90 —0.1253
State G 12.81 0— 35 1.87 —0.6601*%*
State H 52.29 2— 143 11.48 — 0.6022%*

**Significant at the .05 level.
*Significant at the .01 level.
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FIGURE 3. Correlations Between Title | Revenue Allocations and Mean Reading Achieve-
ment Test Scores in Eight Selected States in 1968-69

ing the target population, the low achievers, for which it was in-
tended. Title I money comprises a very small percent of the
total revenue in six of the eight distriets studied. In fact, state ]
and local revenue amounted to from 89 to 99 percent of the total 3
revenue available in the eight districts. Since local revenues and '
state revenues generally are not reaching the target population,

the low achievers, in such additional amounts as to tend to reduce

achievement disparities, Title I of ESEA at the present time

provides the only significant revenue available specifically for re-

ducing achievement disparities.

e Wl e

As has been pointed out, Title I money is significantly going
. v to those local school districts with the greatest need of increasing
T educational achievement as measured by standardized test read-
: ing scores. This is an interesting result in that Title I funds are
allocated largely on the basis of family income. Further, the
achievement tests were administered in statewide programs
which were unrelated to Title I. Some critics of Title I have
alleged that Title I money is not reaching the culturally disad-
vantaged low achievers. The evidence presented in this study
shows that that charge is largely groundless. Figure 8 illus-
trates the inverse relationship that was found between the mean
allocation of Title I money and the mean reading achievement
test results in each of the eight selected states.
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TABLE 9-4

CORRELATION OF COMBINED L.OCAL AND STATE REVENUE AVAILABLE
WITH ACHIEVEMENT IN 1968-69

Combined Mean

Combined Mean  Range in Local and State
Local and Combined Mean Revenue
State Revenue Local and Percent Correlation
Available State 0 With Mean
Per Pupil Revenue Total Reading
in ADA Per Pupil Revenue Achievement
State A $ 480.34 339 — 693 91.04 0.4028*:*
State B 711.16 336 —1,012 97.80 0.0351
State C 715.88 469 — 962 98.39 0.2880
State D 684.53 373 —1,032 97.56 0.1587
State E 1,168.90 676 — 2,357 98.57 0.3130*
State F 805.15 510 — 1,158 98.10 0.2395
State G 673.47 480— 943 98.13 0.4183**
State H 403.08 276 — 189 88.52 —0.0332

**Significant at the .05 level.
*Significant at the .01 level.

Relationship of Combined Local and State Revenue Available to
- Mean Reading Achievement Test Scores

The correlations between combined local and state revenue
available per pupil and mean reading achievement test scores are
all shown in Table 9-4. In seven of the eight states, the correla-
tions between total state and local revenue available and reading
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FIGURE 4. Correlations Between Ccmbined Local and State Revenue Allocations and
Mean Reading Achievement Test Scores in Eight Selected States’in 1968-69
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TABLE 9-5

CORRELATION OF TOTAL REVENUE AVAILABLE
WITH ACHIEVEMENT IN 1968-69

Mean Range Correlations

Total in Total With Mean
Revenue Revenue Reading

Available Per Pupil Achievement
State A $ 527.56 $ 55.40 0.1729
State B 727.09 131.20 —0.0076
State C 723.91 118.34 0.2783
State D 701.62 132.65 0.0802
State E 1,185.81 288.16 0.2891*
State F 820.76 110.07 0.2339
State G 686.28 122.85 0.3748*
State H 455.37 138.".4 0.1663

*Significant at the .01 level.

achievement test scores are positive and in three states, the cor-
relations are significantly positive. In other. words, the districts
with the lowest achievement levels have the least amount of reve-
nue available per pupil from state and loeal sources.

A comparison of the data in Figures 1, 2 and 4 indicates that
the slight equalizing effects of the state allocation formulas are
reversed when combined with local allocations. This was partic-
ularly true in states A and G in which significantly negative cor-
relations between state allocations and achievement scores were
completely reversed. In these two states combined state and
local revenue per pupil was significantly positively correlated
with mean rzading achievement.

Relationship of Total Revenue to Reading Achievement Test
Scores

Tuhle 9-5, in six out of the eight states studied, shows there
wag no significant negative correlation between combined local,
state and Title I revenue per pupil :and mean reading achieve-
ment test scores. In the two states in which the relationships
were gignificant, the correlations were both positive.

Total revenue allocations per pupil then tended to be greatest
in the districts with the highest achievement levels. This fact
might be interpreted to mean that more revenue per pupil pro-
duced higher achievement. It is reasonable to assume that addi-
tional financial inputs do produce additional educational achieve-
ment. However, as pointed out elsewhere in this volume, greater
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FIGURE 5. Correlations Between the Total Revenue Allocations and the Mean Reading
Achievement Test Scores in Eight Selected States in 1968-69

revenue available per pupil in school districts is associated with
the greater wealth of those districts and greater wealth is as-
sociated with higher socio-economic status. Therefore, in the
states studied, the higher achievement of the pupils has probably
been influenced more by the cultural level of the parents than by
the additional revenue per pupil available in those districts.

When the correlations illustrated in Figures 4 and 5 are com-
pared, the impact of Title I allocations in equalizing educational
opportunity can be observed. Despite the disproportionately
small amount of money realized per child from Title I as com-
pared to the total money allocated, when Title I funds were
added to the total allocations there was a trend in every instance
toward less positive correlations between mean total allocations
and the mean reading achievement levels.

Relationship of Socio-economic Level to Reading Achievement
Sceres

What influence did the socio-economic level of the people have
on the average reading scores of the districts in the eight states
studied? Fortunately data on the socio-economic level of each
district are available in a study made by Dewey Stollar and
Gerald Boardman for the National Educational Finance Project
entitled Personal Income By School Districts in the United
States. This publication shows the personal income by income
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TABLE 9-6

CORRELATION BETWEEN S0c10-ECONOMIC LEVEL AND READING SCORES

T AT RS

0 Correlation Between Correlation Between
3 Percent of Income Tax Percent of Income Tax
: Returns of Less Than Returns of More Than

$8,000 Income and 810,000 Income and
State Reading Scores Reading Scores

(Col. 1) (Col. 2) ~ (Col. 8)

A ~.8788* - .B798*

B —.2772 B789*

C .0383 .3206

D — AT54** 7420*

B — .4824* 5060*

P —.0120 2341

G — .8325%* 7867*

H —.4705* 4845*

*xQignificant at the .05 level.
*Significant at the .01 level.

TITICRER Y

4 clasg for all 19,000 school districts in the United States. Numer-
ous studies have shown that there is a high correlation between ;
income and the cultural level of the people. Table 9-6 shows that ;
there was a significant negative correlation between the percent
of incomes of less than $3,000 and reading scores in 5 of the
eight states. Column 8 shows that there was a significant posi-
tive correlation between the percent of income tax returns of
$10,000 and above and reading scores in 6 of the 8 states studied.
As already stated, the research staff of the National Educational
Finance Project agreed to keep the names of the eight states
studied confidential. However without violating that agreement,
it can be stated that states C and F (the states that showed no
significant correlation between socio-economic level and reading
scores) had a very low percentage of minority ethnic groups
that are generally culturally disadvantaged. Each of the six
states showing a significant correlation between socio-economic
level and reading scores had substantial numbers of the culturally
disadvantaged minorities. It is interesting to observe from Table
9-6 that the positive correlations of percent of returns of $10,000
or more with reading scores are slightly higher than the negative
correlations of percent of returns of $3,000 and less in seven of
the eight states.

Which has the highest association (correlation) with read-
ing scores—total revenue per pupil or socio-economic level of the
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TABLE 9-7

CORRELATION OF REVENUE PER PUPIL WITH READING SCORES
CONTRASTED WITH CORRELATION OF S0CI0-ECONOMIC LEVEL WITH
READING SCORES

Correlation of Total
Revenue per Pupil
Correlation of Total with Reading Scores
Revenue per Pupil with Percent of
with Percent of Income Tax Returns
Correlation of Total Income Tax Returns of $10,000 and Above

Revenue per Pupil of $10,000 and Held Constant
State  with Reading Scores Above Statistically***
(Col. 1) (Col. 2) (Col. 8) (Col. 4)
A 1729 2884 ** —.0330
B —.0076 .3284 —.2567
C .2783 4406%* 1612
D .0802 3471 —.2821
E .2891%* .6862% —.0926
F 2339 10992 —.2178
G 3748* 1794 3647**
H —.1663 .0536 —.2201

*Significant at the .01 level.
**Sjgnificant at the .05 level.

***This method is designed to measure the association of variation in
revenue per pupil with variation in reading scores after the infiuence of
variations in the socio-economic level on reading scores has been mathe-
matically eliminated.

parents? Table 9-7 presents some interesting information re-
lating to this question. Column 2 shows that correlation be-
tween total revenue and reading scores was positive in 6 of the
8 states but significant in only 2 states. The correlations were
actually negative but nonsignificant in two states.

Column 3 of Table 9-7 shows that the amount of total revenue
per pupil was positively correlated with percent of incomes of
$10,000 and above in 7 of the 8 states and significautly correlated
in 8 states. This suggests that the tendency of higher expendi-
tures per pupil to be associated with higher reading scores may

Dbe due more to variations in the cultural levels of the parents

than to variations in per pupil revenue. This hypothesis is veri-
fied in column 4 which shows the correlations between revenue
per pupil and reading scores with the percent of incomes of
$10,000 or more held constant. All positive correlations shown
in column 2 are shown in column 4 to be decreased or changed to
negative correlations and all negative correlatioris were increased
by eliminating the influence of socio-economic level on reading
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scores. In only one state was there a significant positive correla-
tion between revenue per pupil and reading scores after the in-
fluence of socio-economic level on reading scores had been elimi-
nated. ‘

‘What can one conclude from the data presented in Tables
9-6 and 9-7? About the only conclusion that can be safely made
is that variations in the socio-economic level of parents is much
more highly associated with variations in the reading scores than
variations in per pupil revenue. This is consistent with the find-
ings of the Coleman Report.

Can one conclude from the data presented in Tables 9-6 and
9-7 that there is no relationship between achievement of pupils
(school output) and revenue or expenditure per pupil? The
answer is no for the following reasons:

1. The data on revenue per pupil reported in this study in-
cluded revenue for all pupils, high school as well as elementary
pupils. The data on reading scores ranged from grades 38 to 8.
It was not possible from the data available to allocate revenues
to the grade levels being tested.

2. It was not possible from the data available to determine
the amount of school revenue spent on the teuching of reading
in each district. Unfortunately, data on program costs are
almost completely unavailable throughout the United States.
Until data on program costs are available and program objectives
are determined, it is impossible to assess the relationship be-
tween school cutputs and inputs of school revenue. For example,
it is quite possible that a district with a relatively low total
amount of revenue per pupil has assigned a high priority to the
teaching of reading and is actually spending more per pupil on
the teaching of reading than another district which has more
total revenue available per pupil, but it has not given as high a
priority to the teaching of reading.

THE PATTERN OF REVENUE ALLOCATIONS
WITHIN EACH OF THE EIGHT STATES

Th: impact of Title I allocations becomes apparent when
ccmpared to allocations of revenue from other sources within
each of the eight selected states. Should variations in educa-
tional need, as reflected by variations in pupil achievement, be
congidered in future educational finance planning? If low school
achievement districts were allocated more money per pupil,
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would this place a premium on local inefficiency? On the other
hand, if high achievement districts have more money available
than low achievement districts, would not such a fiscal policy in-
crease achievement disparities? The evidence presented in this
chapter does not provide answers to these questions. However,
the assumption is made that less money available per pupil in
low achievement districts certainly cannot be expected to reduce
achievement disparities.

Figures 6 through 18 at the end of this chapter show the
revenue allocation patterns found in the eight states selected for
this study. Similarities in allocations from one state to another
become readily apparent when one scans the eight figures. More
local revenue is available per pupil in every instance in those
districts which have higher mean achievement scores.

There was considerable variation in the correlations of state
allocations per pupil with mean achievement scores; however,
state funds generally were more likely to reach the culturally dis-
advantaged, low achievers in greater amounts than local revenue.
The effectiveness of state aid and local revenue in meeting prob-
lems of cultural differences may be readily compared to the same
effectiveness of Title I allocations. In all eight states, Title I
funds were far more effective in reading low achievers than local
and state revenues.

CONCLUSIONS

The following conclusions based on the evidence in this in-
vestigation appear justified:

1. Local revenues do not equalize educationa! opportunity for
the culturally different pupils. In general, the districts with the
lowest achievement levels and the greatest concentrations of
culturally disadvantaged, have the least local yevenue available
per pupil.

2. State aid formulas have great potentia! for funding the
higher per pupil costs of educating the culturally disadvantaged.
However, in all but two of the eight states studied, there is but
little indication that present state formulas make adeyuate pro-
vision for funding these higher costs.

3. Title I revenue funds, more than any other revenue source
considered in this study, are aliocated to those districts where
pupils had the greatest educational need as reflected by mean
achievement test scores.
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4. Local and state revenues combincd were not significantly
reaching those districts with the greatest educational need as re-
flected by mean achievement test scores.

The amount of funds expended from the non-equalizing reve-
nue sources tends to lessen the impact of revenue equalization
programs where they do exist. For example, although Title I
revenue allocations were effective in reaching those districts
whose pupils had the lowest mean achievement scores, Title I
funds accounted for no more than 11.48 percent of the combined
local, state, and Title I revenue allocations in any of the eight
states studied and it comprised less than three percent of total
revenue in six states. When combined revenue allocations (Title
I, local, and state) were correlated with achievement test data,
the inverse reolationship between Title I allocations and the
achievement test variables was reversed in six of the eight
states.

5. Achievement test scores appear to be adequate identifica-
tion criteria for defining those local school districts with a high
concentration of children from low-income families. This gen-
eralization was supported by the fact that, considering that
Title I allocations were made on the basis of low family income
levels, inverse relationships were found in every instance be-
tween Title I allocations and the reading achievement test results
from testing programs conducted independently of Title I pro-
grams. Therefore, it seems logical to conclude that low mean
test scores provided evidence of concentrations of low-income
families. »

6. If disparities are to be effectively reduced, either the states
must adapt their allocation formulas to allow more effective
identification of target populations of the culturally different,
thereby assuming a larger role in compensatory funding, or the
federal program must be substantially increased beyond the
present level of support.
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CHAPTER 10

VS P S N

Intent and Effect of Title I ESEA in the
_,: Financial Equalization of Public
Elementary and Secondary Education

JOHN F. WAGNER
AND
DEWEY STOLLAR

T

[ECn-3=—Tacn

Equality of educational opportunity has been and continues
B to be an issue of fundamental importance to public education in
! the United States. In fact, “belief in the right of every indi-
vidual to equal opportunity, and in political democracy as the
guarantee of that right, created the public schools of this coun-
try.”* With the writing and adoption of the Constitution of the
United States, the federal government did not assume primary
responsibility for education; education became a responsibility
of the various states. It was assumed that schools which grew
out of local needs and interest would be adequate for the nation.
However, early in the nation’s history, the federal government
offered encouragement and help to states and localities in the
support of public education. The Ordinance of 1785 set aside
one square mile in every township in the northwest territory to
be used for the support of public education. Thus, a national in-
terest in education began and has endured.

Several different methods have been eniployed by the federal
government in distributing aid to education. The principal
methods are as follows:

(1) Allotted on the basis of land areas, (2) distributed in
d proportion to population figures, (3) awarded to the
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states as flat grants, (4) given on condition that match-
ing funds are provided from state and local revenues, (5)
provided as the cost of an educational program or of
operating a school, (6) apportioned to meet a federal obli-
gation such as payment in lieu of taxes on federally owned
property, (7) allocated as equalization aid to provide
greater assistance to the financially weaker areas, (8)
paid to cover the cost of tuition and of other educational
expenses of individuals, and (9) granted in accordance
with contracts for services on research programs in vari-
ous colleges, universities and industries.?

All of these methods have been used at one time or another
in providing federai aid for education, but the different methods
do not have the same effects toward providing equal educational
opportunities.

(The matching funds method) . . . is the most inequitable
method used in distributing federal aid. The most equi-
table method would be to distribute federal funds on the
basis of the census of children 5-17 years of age.?

There are varying concepts of equalization. It may be an
allocation of the uniform amount of federal funds for each state,
or it may mean equal appropriation of funds per unit.of need,
such as per person. Equalization could also be described as
grants designed and measured by the educational level of state
compared to national standards; this method would necessitate
the supplying of the largest amounts of funds to states with the
lowest educational ranking. If it can b= assumed that increases
in financial support will raise the quality of educational output,
then the following definition of equalization appears logical:

Equalization is a provision in a grant program, either in
the allocation or matching, or boch, which gives some
statutory recognition to underlying differences in the
states’ relative capacities to raise funds from iheir own
resources for financing a joint federal-state program, in

order to achieve more uniform program standards
throughout the nation.»

However, the question of equalizatica'exists within states as
it does among states. “The evidence indicates that the range in
educational opportunities available within most states is con-

siderably greater than the differences in the averages for the
various states.”s
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o The need for equalization of educational opportunity has
been recognized by many for a number of years. In 1965,
President Johnson pointed out the inequality of educational op-
portunity which existed in the United States and the need for
i the federal government to equalize it. Prezident Johnson stated:

The burden of the nation’s schools is not evenly distrib-
uted. Low-income families are heavily concentrated in
particular urban neighborhoods or rural areas. Faced
' with the largest educational needs, many of these school
P districts have inadequate financial resources. This im-
balance has been increased by the movement fror cities
to the suburbs (of high income families) . . . and their
replacement by low-income families.®

THE ELEMENTARY AND SECONDARY EDUCATION ACT
OF 1965

The Elementary and Secondary Education Act (ESEA),
Public Law 89-10, was the response to the conditions outlined
by President Johnson. “This was the most important federal
act affecting elementary and secondary schools passed by Con-
gress up to 1965.”* Approximately $1.3 billion annually was ap-
propriated to support the programs in the act. Federal aid avail-
able to elementary and secondary schools was doubled, increasing
federal revenues for public elementary and secondary schools
from 4 to 8 percant.® ‘

Titles I, II, and III of the Elementary and Secondary Edu-
cation Act of 1965 (ESEA) provided allocations of federal funds
to public elementary and secondary education. Title IV pro-
vided allocations for educational research and training. Fund
allocations for strengthening state departments of education
were provided by Title V. Originally, Titie VI contained general
provisions but was amended in 1966 to provide educational op-
portunities for handicapped children; the original Title VI be-
came Title VII.

Title I of the Elementary and Secondary Education Act of
1965 was of major concern in this study with a focus on the
legisiative intent involved in its formulation and its relationship
to the concept of equalization. The egualizing effect of Title I
allocation during fiscal year 1969 was of concern. Title I ac-
counted for approximately five-sixths of the total funds author-
ized by ESEA and was establishcd to provide financial assistance
to local educational agencies serving areas with high concentra-
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tions of children from low-income families, and to provide for the
gpecial educational needs of educationally disadvantaged chil-
dren.

Enactment of ESEA

The Elementary and Secondary Act of 1965 was signed into
law on April 11, 1965. Title I of the Act was formulated in rec-
ognition of the special needs of children in low-income families
and the impact that the concentration of low-income families
has on the ability of local educational agencies to support ade-
quate educational programs. Financial assistance was provided
under Title I to expand and improve the educationai programs
which contribute to meeting the special needs of educationally
deprived children.

Title I was enacted originally under Public Law 89-10 in 1965
by the First Session of the Eighty-ninth Congress. Since the
original enactment of Title I, it has had several amendments.
The major amendments were provided by Public Law 89-318 en-
acted November 1, 1965, Public Law 89-750 enacted November
38, 1966 and Public Law 90-247% enacted January 2, 1968.

Research Involving Title I

Since the Elementary and Secondary Education Act of 1965
is relativeiy recent, there is little research available concerning
Title I and equalization. However, three investigations have
been conducted which are related to this study.

Anderson made a study in 1968 involving Title I. He out-
lined the purpose of his study as follows:

1. To investigate the effectiveness of Title I ESEA allocations
to the state in providing financial assistance to public schools
in low-income areas of the United States.

2. To investigate the effectiveness of Title I ESEA fund al-
locations to local public school agencies in providing financial
assistance to poor regions. ’

8. To investigate recent recommendations for the allocation
of federal financial aid to education and to analyze the distribu-
tion plan of Title I ESEA.

4. To suggest a revision of the Title I formula for allocation
of funds to local public school agencies.? ) .

The procedure exmployed by Anderson included four phases:
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(1) reviewing related professional literature, (2) analyzing the
national distribution of Title I ESEA funds, (3) formulating a
suggested revised hypothetical ESEA Title I distribution plan,
and (4) applying the federal-state-local hypothetical ESEA Title
I model in the state of Indiana.»® .

Anderson used data for the 1965-1966 school year. His
gtudy included the fifty states in a national analysis, eight in-
come regions in a regional analysis, and 413 Indiana school
corporations in a state-local statisticul analysis. The following
data were collected: Title I ESEA allocations, pupils in average
daily attendance, school age population, assessed valuation, cur-
rent expenditures, and the state support for Indiana. The data
were analyzed using Pearson product-moment coefficients of cor-
relation.

Among Anderson’s major findings and conclusions were the
following :

1. There wag a —.6443 correlation between income per child
of school age in the states and per child of school age allocations
from Title I of ESEA and a —.6387 correlation between income
per child of school age of regions and ESEA allocations.

2. There was a —.1111 correlation coefficient bhetween local
school corporation ability and Title I ESEA allocations per
pupil in average daily attendance.

3. In developing federal financial distribution programs, con-
sideration must be given to political, psychological, financial,
and educational implications inherent in the program.

4. Assessed valuation of property was the most important
available measure of ability at the local level and provided the
base for local sechool support and a measure of ability in most of
the state support programs.

5. A hypothetical formula using the ratio of local school cor-
poration ability and the adjusted assessed valuativn per pupil in
average daily attendance of the local school corporation, would
tend to equalize the burden of meeting the needs of the educa-
tionally deprived children along the lires of a foundation pro-
gram,*

Based on his findings and conclusions, Anderson recom-
mended the distribution of Title I ESEA funds at the local level
in a manner which would refiect an inverse relationship be-

tween Title I ESEA money and the adjusted valuation of prop-

erty in the local school district.:
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In a 1967 study conducted by Baley, a general picture of proj-
ects conducted under Title I ESEA in the public school districts
of Iowa during 1965 was provided. The data used in Baley’s
study were obtained from official Title I ESEA documents and
applications on file with the Iowa State Department of Public
Instruction. Baley’s study was not directly concerned with
equalization; however, some of his findings have implications
for a study of the equalization effect of Title I ESEA. Among
those findings which were most directly related to the present
investigation are:

1. There was a positive relationship between school district
size and the percentage of school districts submitting approvable
Title I projects.

2. The bulk of Title I funds were allocated to the smaller
school distriets in the state.

3. Operating non-high school districts were low in participa-
tion from the standpoint of number of approved applications
and the percentage of allocated funds approved for projects.

4. A small portion of funds was approved for preschool proj-
ects.

5. There was an inverse relationship between the size of the
school district and the percentage of eligible students participat-
iug in the projects.’s

Under a grant from the Economic Development Administra-
tion, Barkin and Hettich conducted an interstaie distributional
analysis of Title I of the Elementary and Secondary Education
Act of 1965. The study was justified as follows:

The formula governing this redistribution deserves analy-
sis simply because of the quantitative importance of the
program. However, the formula may well have signifi-
cance beyond the particular program in which it is now
embodied. Given the widespread support which the
ESEA has received, it seems likely that federal aid to
education will expand further in the future. Because it
is an acceptable political compromise, the ESEA’s for-
mula may be used as a model by politicians fashioning
?ew federal grant programs to aid education in the years
0 come.

Barkin and Hettich analyzed the distribution of Title I funds
using two different criteria, horizontal equily and vertical equity.
A program was desecribed as being horizontally equitable when
people who have the sarn.e resources and financial position are
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treated in the same manner. Vertical equity referred to the way
in which people with different resources and financial position
are treated.

They found that the official need index, the method of meas-
uring the number of children from poverty families, provided a
satisfactory measure of the disadvantaged school population. It
was noted, however, that the recent changes in aid to dependent
children legislation may impair the future usefulness of the offi-
cial measure of need. This was the horizontal aspect of the
study. The vertical analysis, consideration of net transfers and
gross aid, led to the conclusion that the degree of redistribution
of weaith among states under Title I was very small.1s

During the p.riod of the study by Barkin and Hettich, the
Title I ESEA allocation formula consisted of the number of eli-
gible children under the provisions of the legislation times half
the state average per-pupil expenditure. They interpreted the
use of the state average per-pupil expenditure as a weighting pro-
cedure in the formula. In analyzing the Title I ESEA allocation
formula Barkin and Hettich concluded :

It is . . . clear that the weighting procedure now in use
serves to further limit the redistributive impact of a pro-
gram which might otherwise be considered as merely
neutral. Thus, the first major act to aid education is a
conservative measure when judging by distributional
gtandards. While the fact that such an act was passed
by Congress may constitute a new departure, the program
itself breaks little new ground in equalizing the states’
ability to provide education. If future federal aid legis-
Iation is to make a marked contribution. to this, consid-
eration should be given to introducing fiseal capacity as a
criterion for distributing federal funds.:®

QUESTIONS INVESTIGATED IN THIS STUDY"

The purpose of this study was: (1) to examine the legisiative
intent in the formulation of Title I of the Elementary and Sec-
ondary Education Act of 1965; and (2) to analyze the effect of
Title I in the equalization of funds for public elementary and
secondary education among counties within nine selected states.
The following questions were investigated:

1. What was the legislative intent in the formulation of Title
I of the Elementary and Secondary Education Act of 1965?

2. What was the relationship between Title I allocations per
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child in enrollment and adjusted assessed valuation of property
per school age child among counties within each of the nine se-
lected states?

3. What was the relationship between Title I allocations per
school age child and adjusted assessed valuation of property per
school age child among counties within each of the nine selected
states? ’ ’

4. What was the relationship between Title I allocations per
child in enrollment and effective buying income per school age
child among counties within each of the nine selected states?

5. What was the relationship between Title I alloeations per
school age child and effective buying income per school age child
amecng counties within each of the nine selected states?

6. Was there a significant difference between the relation-
ships revealed when using Title I allocations per child in enroll-
ment as a variable and the relationships revealed when using
Title I allocations per school age child as a variable among coun-
ties within each of the nine selected states?

7. Was there a significant difference between the relationships
revealed when using adjusted assessed valuation of property per
school age child as a variable, and the relationships revealed
when using effective buying income per school age child as a
variable among counties within each of the nine selected states?

Data Source and Treatment

The data for the first portion of the problem, the legislative
intent in the formulation of Title I of the Elementary and Sec-

. ondary Education Act of'1965, were secured from subcommittee

hearing reports and committee reports of the Senate Labor and
Public Welfare Committee and the House of Representatives
Education and Labor Committee pertaining to the legislation.
In dealing with this portion of the problem, the data were not
treated statistically. The procedure utilized involved an exten-
sive review of testimony and a report in narrative form. The
first question was concerned with the first portion of the problem.

In dealirg with the second portion of the problem, questions
2 through 7 were investigated. This portion of the problem
involved a within-state analysis of the equalization effect of Title
I of the Elementary and Secondary Education Act of 1965. The
nine states selected were Colorado, Florida, Massachusetts, Mis-
souri, Ohio, Pennsylvania, Tennessee, Texas and Washington.
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They were selected because they represented a cross-section of
the country geographically and demographically and differing
patterns of urban, suburban and rural conditions.

Data were compiled for all of the counties within each of the
nine selected states. More specifically, for each county the fol-
lowing data were collected:

1. Title I allocations for fiscal year 1969.
2. Enrollments for fiscal year 1969.
3. Adjusted assessed valuation of property for 1966.
4. An estimation of effective buying income for 1968.
. b. An estimation of the school age population for 1968.

Title T allocations for fiscal year 1969 were obtained from
the United States Office of Education. Adjusted assessed valua-
tion of local property for counties, based upon official assess-
ments made during 1966, was obtained from the 1967 Census of
Governments-Taxable Property Values® Eiffective buying in-
come for counties was acquired from the 1969 Survey of Buying
Power published in Sales Management.’* An estimation of school
age population in each county of the nine selected states was de-
termined by projecting the number of children age five through
seventeen as determined by the 1960 decennial census to 1968.
The projection was based on the total population change from
1960 to 1966 for each county as reported by the United Stat:s
Bureau of Census in Current Population Reports.®* The annual
rate of change from 1960 to 1966 for the total population in each
county was applied to the school age population in each county
of the nine selected states in order to extrapolate an estimation
of school age population for 1968.

The data were used to derive four variables for each of the
counties in the nine selected states: (1) Title I allocations per
child in enrollment, (2) Title I allocations per school age child,
(8) adjusted assessed valuation of property per school age child,
and (4) effective buying income per school age child.

Pearson product-moment correlation coefficients were com-
puted in the investigation of questions 2, 8, 4, and 5. A perfect
inverse relationship, a correlation of —1.00, was representative
of absolute equalization.” A neutral relationship, as expressed by
the correlation coefficient of 0.00, implied that the revenue from
Title I ESEA had no effect upon equalization. A Pearson
product-moment correlation coefficient of +1.00 was defined as
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absolute disequalization; in this instance, those areas with the
greatest ability to finance education would have had the greatest
Title I allocations. In the investigation of questions 6 and 7
Z-gtatistics were computed. In computing Z-statistics it was
necessary to subject the distributions to Fisher’s Z transforma-
tion to produce approximately normally distributed statistics.

-All tests were made at the .05 level of significance.

MAJOR FINDINGS OF THE STUDY

The Legislative intent oi Title I and its effect on equalization
are presented in this section. :

The Elementary and Secondary Education Act of 1965, in
which Title I was the major program, was formulated as a means
of confronting many of the cconomic and social problems of the
nation. Ignorance was seen as impeding the social and eco-
nomic growth of the nation. Much of the testimony presented
related ignorance to poverty, thus ESEA, in general, and Title I
specifically, were formulated with the intent of providing federal
financial assistance for the education of children from low-
income families.

In the original legislation, children from families with an
annual income of less than $2,000 were defined as being unjues-
tionably poor, thus educationally deprived. The intent of Title
I was to focus upon educational programs for children with the
greatest needs. The amendments to the original Title I pro-
posals, which provided for the inclusion of additional categories
of eligible children and the changing of the low-income factor
from $2,000 to $3,000 annual income, were formulated with the

intent of expanding the program to additional children recog-

nized as being educationally disadvantaged.

The legislation under Title I provided for programs and proj-
ects to be administered flexibly. The intention in this provision
was to provide state and local educational agencies with the op-
portunity to design programs and projects appropriate to local
needs cf educationally disadvantaged children.

A financial aid program designed around the concept of
equalization, ag defined in this study, would distribute funds on
the basis of local resources available to finance an educational
program. The program would provide the greatest relative

PUPET
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amount of aid to those areas with the smallest relative ability to
finance an educational program.

In the original Title I formula for distributing funds, the
per-pupil expenditure rate was based on half the state’s average
per-pupil expenditure. This provision was formulated with the
intent of making allowances for differences in the cost of living
and cost of education in different states. The use of the state’s
per-pupil expenditure rate in the formula had the potential of
producing a financial disequalization effect among states. The
amendment to the Title I formula which changed the per-pupil
expenditure rate to half the national average per-pupil expendi-
ture if greater than the state average was formulated with the
intention of providing more funds for the less wealthy states.
This amendment would tend to lessen the potential disequaliza-
tion effect of the Title I formula in the allocation of funds among
states; however, the funds to the less wealthy states were still
based on a lower rate than for the more wealthy states.

Thus, it appears logical to conclude that the Title I formula
for distributing funds to local educational agencies could produce
an effect of equalization within states based upon the population
it was designed to serve. It also could have an effect of dis-
equalization among states in that the less wealthy states were
allocated Title I funds using a lower per-pupil expenditure rate
than the more wealthy states.

Findings Relative to the Equalization Effects of Title I

Following is a summary of the equalization effects of Title L.

Relationship Between Title I Allocations per Child in Enroll-
ment and Adjusted Assessed Valuation per School Age Child.
The analyses of the equalization effect of Title I within states
included the investigation of the relationship between Title I
allocations per child in enrollment and adjusted assessed valua-
tion of property per school age child. This investigation revealed
that there was a significant inverse relationship between Title I
allocations per child in enrollment and adjusted assessed valua-
tion of property per school age child among the counties within
four of the nine selected states. In the remaining five states
there was no significant relationship between these twe variables
among counties. Based upon the investigation of this relation-
ship it was found that Title I had an equalizing effect among

-counties within Colorado, Florida, Ohio, and Tennessee, and a
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neutral effect, in terms of equalization, among counties within
Massachusetts, Missouri, Pennsylvania, Texas, and Washington.
(See Table 10-1).

TABLE 10-1
CORRELATIONS BETWEEN TITLE I ALLOCATION PER CHILD IN
ENROLLMENT AND ADJUSTED ASSESSED VALUATION OF PROPERTY
PER ScHOOL AGE CHILD

State Correlation Coeficient
Colorado —.3064*
Florida —.4446*
Massachusetts —.0542
Missouri —.1662
Ohio —.5998*
Pennsylvania —.1426
Tennessee —.2850%

Texas —.0813
Washington —.2553

*Significant at the .05 level.

Relationship Between Title I Allocations Per School Age
Child and Adjusted Assessed Valuation Per School Age Child.
The equalization effect of Title I was analyzed relative to the re-
lationship between Title I allocations per school age child and
adjusted assessed valuation of property per school age child.
The analysis indicated that there was a significant inverse rela-
tionship between Title I allocations per school age child and ad-
justed assessed valuation of property per school age child among
counties within five of the nine selected states. There was no
signifiecant relationship between these two variables among the
counties within four of the nine selected states. Based upon the
investigation of this question, it was found that Title I had an
equalizing effect among counties within Florida, Ohio, Pennsyl-
vania, Tennessee, and Texas, and no equalizing or disequalizing
effect among counties within Colorado, Massachusetts, Missouri
and Washington. (See Table 10-2).

Relationship Between Title I Allocations Per Child in Enroll-
ment and Effective Buying Income Per School Age Child. In
investigating the equalization effect of Title I, the relationship
between Title I allocations per child in enrollment and effective
buying income per school age child was analyzed. This wag the
third portion of the within-state analysis. Among the counties
of eight of the nine selected states, a significant inverse relation-
ship between Title I allocations per child in enrollment and ef-
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TABLE 10-2

CORRELATIONS BETWEEN TITLE I ALLOCATIONS PER SCHOOL AGE
CHILD AND ADJUSTED ASSESSED VALUATION OF PROPERTY PER
ScuooL AGE CHILD

a T AT

State ' Correlation Coefficient 3
: Colorado —.2480
Florida —.5031* :
i Massachusetts +.1211
3 Missouri —.0409 i
S Ohio —.5(86*
- Pennsylvania . — .2545*
v Tennessee — 4816*
2 Texas —1674*
; . Washington —.2531

*Significant at the .05 level.

fective buying income per school age child was revealed by the
investigation. Based upon the investigation of this question, it
was found that Title I had an equalizing effect among counties
within Colorado, Florida, Missouri, Ohio, Pennsylvania, Ten-
nessee, Texas, and Washington. Title I had no significant equal-
izing or disequalizing effect among counties within Massachu-
setts. (See Table 10-3). '

S N AN I S

1 TABLE 10-3

CORRELATIONS BETWEEN TITLE I ALLOCATIONS
Prr CHILD IN ENROLLMENT AND
EFFECTIVE BUYING INCOME PER ScHoOL AGE CHILD

| State Correlation Coefficient
1 Colorado —~.4238*
Florida —.6141%*

3 Masse.chusetis - +-.0714

3 1(\)1}ilsso:\ri - .61}% :

; io — 3948

i Pennsylvania —.3948*/

3 Tennessee —.4636*

3 Texas ' —.5520%

i Washington —.5351*

*Significant at the .05 Jevel.

7 Relationship Between Title I Allocations Per School Age
32 Child and Effective Buying Income Per School Age Child. The
next portion of the within-state analysis revealed a significant
inverse relationship between Title I allocations per school age
child and effective buying income per school age child among
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counties within eight of the nine selected states. Based upon
the investigation of this question it was found that Title I had
an equalizing effect among counties within Colorado, Florida,
Missouri, Ohio, Pennsylvania, Tennessee, Texas, and Wash-
ington. In Massachusetts, Title I had no significant equalizing
or disequalizing effect. (See Table 10-4).

TABLE 10-4

CORRELATICNS BETWEEN TITLE I ALLOCATIONS
PER ScHOOL AGE CHILD AND EFFECTIVE
BuviNG INCOME PER ScHOOL Agk CHILD

Stote Correlation Coefficient
Colorado —.4316*
Florida —.6746*
Massachusetts 4-.0248
Missouri —.6123*

Ohio —.6208*
Pennsylvania — .4989*
Tennessee —.7122%
Texas --.5802*
‘Washingtoa —.4437*

*Significant at the .05 level.

Different Title I Variables. The analyses of the equalization
effect of Title I involved a comparison of the correlations derived
from the two different Title I allocation variables. It was found
that the relationships utilizing Title I allocations per child in
enrollment as a variable did not differ significantly from rela-
tionships utilizing Title I allocations per school age child as a
variable among counties within the nine selected states.

Different Measures of Ability to Finonce Education. The
statistical comparisons of the correlation coefficients revealed
by the two different measures of ability to finance education re-
vealed that the relationships utilizing adjusted assessed wvalua-
tion of property per school age child were not significantly differ-
ent than the relationships utilizing effective buying income per
school age child as a measure of ability among the counties
within Colorado, Florida, Massachusetts, Oliio, Pennsylvania,
Tennessee, and Washington. There was a significan!. difference
in the relationship revealed by the two measures of ability, ad-
justed assessed valuation of property per school age child and
effective buying income per school age child, among counties
within Missouri and Texas.
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SUMMARY AND CONCLUSIONS

Title I of the Elementary and Secondary Education Act of
1965 was forniulated to provide federal financial assistance for
programs designed specifically to meet the needs of educationally
disadvantaged children. The major portion of the funds under
Title I was apportioned to local educational agencies with con-
centrations of educationally disadvantaged children. Under
the original legislation, children from families with less than
$2,000 annual income and children from families exceeding
$2,000 annual income in the form of aid to families with de-
pendent children were described as being educationally disad-
vantaged. Amendments tc the original legislation provided that
Title I funding would be allocated to local educational agencies to
serve the special needs of children living in institutions operated
and supported by local educational agencies for neglected or de-
linquent children and children living in foster homes with public
support.

Title I was amended to provide programs for handicapped,
delinquent, and neglected children living in institutions operated
by state educational agencies. Amendments to Title I also pro-
vided allocations to state educational agencies to establish and
improve educational programs for children of migratory agricul-
tural workers.

Based upon the findings related to the legislative intent in
the formulation of Title I, it appears logical to conclude that
Title I was designed as a categorical aid program intended to
benefit a target population—educationally disadvantaged chil-
dren. Title I was not formulated primarily as a meaus of equal-
izing funds for public elementary and secondary education. How-
ever, in analyzing the Title I formula, it appears that the formula
could have the potential tc equalize funds among local =duca-
tional agencies within a state. In the original enactment, the

Title I formula was designed to allocate funds to each state on’

the basis of the average per pupil expenditure in that state. Thus,
the Title I formula was designed to allocate less per eligible child
to states which had lower average per pupil expenditures, or po-
tentially less wealthy states. The formu'a was amended to allo-
cate Title I funds on the basis of the national average per pupil
expenditure if greater than the average per pupil expenditure of
a state. This amendment would appear to lessen the potential
disequalizing effect of Title I among states.

R



S Mt DI e LT S

334 STATUS AND IMPACT OF FINANCE PRGCGRAMS

Based upon the findings relative to the portion of this study
dealing with the equalizing effect of Title I among counties
within nine selected states, the following conclusions appear
justified:

1. Title I allocations did not have a disequalizing effect upon
resources available for pu™iic elementary and secondary educa-
tion among the counties within the nine selected states. No dis-
equalizing relationships- were found within any of the nine se-
lected states. All relationships were either neutral or inverse.

2. Title I allocations had a tendency to equalize resources for
public elementary and secondary education among the counties
within most of the nine selected states. This generalization is
based upon the following findings: (1) eight of the nine selected
states had significant inverse relationships between both of the
Title I allocation variables and effective buying income per school
age child, (2) five of the nine selected states had significant in-
verse relationships between Title I allocations per school age
child and adjusted assessed valuation per school age child, and
(8) four of the nine states had significant inverse relationships
between Title I allocations per child in enrollment and adjusted
assessed valuation per school age child.

3. Title I had more of a tendency to display an equalizing
effect within the nine selected states when using effective buying
income per school age child than when using adjusted assessed
valuation of property per school age child as a measure of ability
to finance public elementary and secondary education. This con-
clusion is based on these findings: (1) eight of the nine states
had significant inverse relationships between both Title I alloca-
tion variables and effective buying income per school age child,
(2) three of the nine states had significant inverse relationships
hetween both Title I allocatiox variables and adjusted assessed
valuation per school age child, and (8) three of the nine states
had significant inverse reiationships between one of the Title I
allocation variables and adjusted assessed valuation per school
age child.

4. The two Title I variables, Title I allocation per child in
enrollment and Title I allocations per school age child, did not
reveal different findings in analyzing the equalizing effect among
counties within nine selected states. This conclusion is based
on the following findings: (1) eight of the nine states had sig-
nificant inverse relationships between effective buying income
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per school age child and both Title I allocation variables, (2) five
of the nine states had significant inverse relationships between
Title I allocations per school age child and adjusted assessed
valuation of property per school age child, and (3) four of the
nine states had significant inverse relationships between Title I
allocations per child in enrollment and adjusted assessed valua-
tion per school age child.

The within-state analyses of the equalization effect of Title
I revealed that Title I did have a tendency to equalize resources
for public elementary and secondary education among counties
within states. Thus, it appears that the Title I formula had a
tendency to identify counties with relatively lower ability to fi-
nance education and to direct funds in a way which tended to
produce an equalizing effect.

One of the major purposes of state aid programs is to equalize
the financial resources for elementary and secondary pupils.
Therefore, it is desirable that federal programs such as Title I
of ESEA be designed so as not to disequalize educational oppor-
tunity, '
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