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INTRODUCTION

The Commission study entitled "Review of Erxisting State School
Finance Programs appears in two volumes. The first volume is
largely narrative; the second volume is largely statistical.

Volume one contains five chapters. The first chapter discusses
the beginnings of modern systems of school support in the United
States. Chapter two explains in some detail the five basic
distribution models used in the apportionment of State education
funds. The third chapter demonstrates how inter-district expend-
iture disparities occur due to the imposition of local tax
surcharges beyond the mandates of the State financed program.
Chapter four examines recent Court cases challenging the
constitutionality of present State school funding programs.
Chapter five discusses some proposals for chenge. The first
appendix to volume one reviews recent proposals fer change
advocated in the reports of State school finance commissions.

A second appendix contains a summary of current legal challenges
to State school financing systems.

Volume two contains statistical analyses of the school funding
systems in each of the fifty States. Three tables document.
existing disparities in the States' methcds of raising and
distributing funds for education. A fourth table indicates the
approximate additional cost of equalizing per-pupil expenditure
within each State.

Many people bave been helpful in the writing and preparation of
this project. Dr. Richard Rossmiller, Professor of School Finance
at the University of Wisconsin, has reviewed and criticized

this project during several phases of its preparation. Cynthia
Banzer of the Comaission staff has written the appendix to the
first volume and has offered helpful suggestions on the remainder
of the project. The central staff of the National Educational
Finance Project has supplied much useful information. Claire
imogene Hunkin bhas given her time unstintingly in the typing

and preparation of tables for the project. Of course, the

final product, including the opinions it contains, are my own
responsibility.

Separate acknowledgments eppear at the beginning of volume
two. .
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CHAPTER 1

{
f ;
ORIGINS OF PRESENT STATE !
i

GRANT-IN-AID SYSTEMS °

!

INTRODUCTiON . |

Perhaps the single most significant fact about State grants-in-aid
is that all five basic plans for the apportionment of revenues for
education were developed between 1905 and 1930. Naturally, these aid

plans reflected the educational and social conditions of the early

part of the century. At that time education was thought of as a

primarily iocal enterprise and was financed largely at the local level.

gt ftiaiit 1o Laatitreaay i o

Education expenditures were very low by today's standards and there
was probably under-investment in education. The population generally
4 was far less mobile than it is today. There was considerably more

‘ eaphasis on the quantity rather than the quality of educational

services, And the disadvantaged were far less aware of their

situations and far less vociferous in their complaints.

But even in the early part of the century none of the plans was

considered perfect. Nearly all the arguments for and against each aJ

plan were known to the early school finance specialists. And ever




since 1930 school finarice has concentrated on the modification and

refinement of the early plans, not inventior. of new ones.

None of the plans was conceived by any one person or group. The
major elements of each of the five basic plans had already been
incorporated into law somewhere before the plan was systematically
advocated by any single individual. Nevertheless, each of the
five plans -- Flat Grants, Minimum Foundation, Percentage
Equalizing, Guaranteed Tax Base, and Full State Funding -- came

to be associated with a major university and with professor(s) who
taught there. Through their teaching and writing these professors
spread their ideas to other institutions and other sections of the

country.

In this chapter we will examine the origins of the five basic plans
for State ééheral aid. The social, educational, and philosophical
context within which each plan developed will be touched on briefly.
Each plan will be examined in light of the major considerations which

motivated its advocates.

DEVELOPMENTS AT TEACHERS COLLEGE, COLUMBIA UNIVERSITY

Certainly no other academic institution has had as profound and
pervasive an effect on State school finance programs as Teachers

College at Columbia University. Two of the four major grant-in-aid
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systems were propounded by men who worked and wrote there. And the
formal academic study of 8tate school finance virtually began with a
doctoral dissertation completed at Columbia in 1905 by Ellwood P.

Cubberley. In the preface of the dissertation Cubberley wrote:

Throughout the discussion which follows I have kept in
mind certain principles which seem to me to be sound.
In the first place I have conceived of a state system
of schools instead of a series of local systems.
Without such a conception no equallzation of either

the burdens or the advantages of education 1s possible.
In the second place, I have repeatedly stated that
maintenance of good schools is not, like the maintenance
of sewers or streets, a matter of local interest, but
is in part for the common good of all, and hence that
the burden of maintaining what is for the common good
of all should be in part assumed by the state as a
whole.l (Emphasis mine.)

Thus it was Cubberley's view that the provision of adequate education
is both a State and a local responsibility. Cubberley, however,
didn't draw any clear lines of demarcation between the two levels of
Government. Rather, he addressed himself in an .ad hoc fashion to the

disparities in fiscal capacity and tax effort he observed among various

local school districts within the same State.

Cubberley found that some State funds were distributed on a matching

basis, or in inverse proportion to a district's taxable resources,

1lE11wood P. Cubberley, School Funds and their Apportionment
(New York: Teachers College, Columbia University, 1906) p 4.
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without taking into account the number of pupils to be educated or

number of teachers to be paid.

Cubberley's conclusions, which seem all too familiar to us, were that
expenditures varied tremendously among closely situated communities.

To him this seemed to be an inequitabie situation.

He then turned his attention to an analysis of alternative ways for
making the situation more equitable within the framework of the dual
governmental responsibility which was the basis for his point of

view. Cubberley discussed six distinct methods for the Jdistribution
of State funds. However, the method he favored was a combination of

the number of teachers employzd and the number of pupils in attendance.
Thus, Cubberley was an early advocate of the Flat Grant.

Cubberley definitely opposed a State fund distribution based purely
on the fiscal characteristics of school districts. In essense then,

Cubberley presented an ¢rgument to consider,.not merely fiscal ability,

‘but also human needs.

In this respect Cubberley definitely presaged the moderns although
he did nbt recognize variations in the needs of pupils. The special

needs of vocational, compensatory, mentally retarded students and

the 1ike were not foreseen by Cubberley. However, in putting human

Tl i ki




need consideration above fiscal considerations as far as State fund
distributions were concerned, Cubberley's contribution was a major

one.

Because Cubberley believed that all phases of education -- including
finance -- should be a joint State-local responsibility he could

not ignore inter~-district differences in locai tax paying ability.
But he was perfectly content to allow localities to tax at different
rates. In order to address the problem of fiscal disparity Cubberley
suggested that States set up a small special reserve fund which would
be distributed to the few especially poor districts which were

making "....the maximum tax effort allowed by 1law but yet are unable
to meet the minimum demands of the state...."2 As Charles Benson
has pointed out, this is a rather cruel measure of equaliéation.3

It requires the very poorest districts to tax at the maximum legal

rate while not making similar requirements of the wealthier localities.

From our modern view a basic inconsistency is evident in the
philosophy underlying Cubberley's approach. State funds should
be distributed on the basis of human needs, but local funds will

inevitably be raised on the basis of a school district's fiscavl-.-'

2Cubber:ley op. ci . P 252—3

| v3Char1es Benson, The Economics of Public Education (Boston. -
Houghton Mifflin Company, 1968) p 157.

X




capacity and tax effort. If human needs should be the criterion for
one level of Government, the State, why should the criterion for the

other "equal partner" be any different? The question remains trouble-

some to this day.

The basic concept of a State-local partnership in all school matters
with the roles of each level of Government largely undefined remained
a hallmark of all the subsequent studies done at Teachers College.

Cubberley's seminal work in the field of school finance casts a very

long shadow right down to the present.

After completing his doctoral dissertation in 1905 Cubberley returned
to his native West Coast to become Professor of Educational Administration
at Stanford. However, a classmate of Cubberley's, George Drayton Strayer

stayed on to teach at Columbia.

Dr. Strayer was interested in a variety of subjects in education, not
all of them dealing precisel&v with the field of school finance.
However, in 1921, Strayer and a colleague, Robert Haig, were called

upon to do a study on school finance for the State of New York.

Some of the phenomena confronting t‘h‘.e‘State of New York in 1921
were a bit different from those which Cubberley saw _bin”his 1905

national survey. World War I, like more recent wars, had profdund




social and =conomic effects. One of these effects was a renewed
emphasis on education. To some, education seemed the best hope of
saving the world from future wars. To others, education was a means
of imbuing the vast numbers of first and second-generation Americans
with the ideals of American citizenship. To nearly everyone,
education seemed to be a vehicle for economic and social mobility

in an increasingly degree-conscious society. The problem was

money. Education could accomplish all its goals if only the necessary

money could be obtained.

Strayer and Haig found that the flat-grant method endorsed by
Cubberley and subsequently used in New York State was not' entirely
equitable. Local districts would simply use "Cubberley" Flat Grants
allocated by the State, as a base upon which to add locally-raised
revenue. Conseqhently, the inter-district disparities in expend-
itures per pupil were still very large due to variations in local
wealth. In this context it is not surprising that George Strayer's
main focus was not human needs which Cubberley emphasized but
rather fina‘nciai considerations. However, Strayer adhered completely
to the Cubb;riey view that all phaseé of education were both State
and local re;pdnsibiiities, with no clear divisions befween the two

levels of Government.

TV




Strayer's New York report, published in 1923, followed a format which
is now almost classic. The report examined differences in tax effort
and ability within various localities of the State, considered the
need for. better educational programs, attempted to cost out these .
programs, and proposed a method for achieving a more equitable

distribution of State funds.

The distribution method suggested in the Strayer-Haig report

conformed in mgst essentials to a 1903 Connecticut Law. ‘The

Connecticut Law was known lto Cubberley who praised many of its
provisions in his dissertation.[‘ Somewhat inexplicably, Cubberleyv

did not incorporate into his final recommendations the provisions

of the Connecticut Law which he favored. Perhaps the reason is that
Cubberley was more concerned with human needs than with fiscal problems,
and the Connecticut Law omitted what was in his view an important
component of human need; namely, the number of teachers employed by -

a school district.

But the provisions of the Connecticut Law, written up extensively

by Cubberley, undoubtedly vere known to Strayer. In any case the

j-'

principal concepts embodied in the Connecticut Law have come to be

. Ve

known as the Strayer-l-laig Hinimum Foundation Plan.

Liubberley 52. cit. p 208 vandv the rest of Chapter 13.




The mechanics of the Foundation Plan will be demonstrated in more
detail in the following chapter. Briefly, the steps involved are
these: First, the State determines the cost per pupil of a satisfactory
minimum educational program. Second, the property tax rate which

the wealthiest district in the State would have to levy in order to
finance this satisfactory minimum offering is computed.. Third,

every district in the .State is required to tax at the rate needed

i the wealthiest district to finance the minimum offering. Fourth,
the State grants to each local district a sum equal to the difference
between the amount raised locally at the mandatory tax rate and the
amount required to finance the-satisfactory minimum offering. -Strayer
found that by using this method of distributing funds he could reduce
the existing iuter—district differences in expendii.ures per pupil

without greatly increasing the State s total dollar outlay.

Because this formula was designed toreduce exnenditure disparities
among districts by distributing nearly all State funds on a bas1s
which considers both the number of pupils to be served and thP local
tax base, it is called "equalizing. But an”important aduitional
element in the Strayer-Haig Minimum Foun:lation Program is the provisov“_
that local districts should be allowed ‘to raise,/c ir mill 1evy above
the required minimum and hence spend above */ne tiinimum- 1evel requiredi :

by the State Lo A' A




Money raised outside the program has severe disequalizing effects.
Wealthy districts, by raising their tax rates only a few mills, can
raise a great deal of additional money. Poor districts, by raising
their tax rate by the same number of mills, can raise only a small

amcunt of money.

One phrase contained in the Strayer-Haig report has received a great

deal of attention since that time -- equalization of educational |

opportunity:

There exists today and has existed for many years a
movement 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
facilities 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 taxpaying ability,
and the provision of the schools should be uniform in
relation to the educable population desiring education.
Most of the supporters of this proposition, however,
would not preclude any particular community from offering
at its own expense a particularly rich and costly educa-
.- tional program. They would insist that there be an
adequate minimum offering everywhere, the expense of
which should be considered a prior claim ‘to the state's
economic resources.5 :

T

It is clear from this quotation that Strayer 'did not mean: equal

educational opportunity at- all but rather minimum educat*onal oppor-

IR tunity. He too accepted the Cubberley view that education was ‘a joint'

5George D.. Strayer and. Robert M. Haig, inancing of Education in the
State of Nev Ytark (New York' The M :L fa'n' Company, I923$_ P L73. o
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State-local enterprise with only imprecise divisions of responsibility
between the two levels of government. The Strayer-Haig Foundation

Plan equalizes local taxes and expenditures only up to a minimum level.

Paul Mort, a student of George Strayer and later a Professor at
Teachers College, was the most effective advocate of the Strayer-Haig
Minimum Foundation Plan. Like his predecessors at Columbia, Mort
conceived the State and local roles in education to be of more or less
equal importance. Howe\)er, one of the principal contributions of
this multi-faceted man was development of a rationale as to why this

should be so.

Mort was the great apostle of innovation in education which he termed
"adaptability." Adaptability, in Mort's view, is the capacity to
i_nstitute changes within a systeml. The changes might be‘ starting
new courses of study, beginning adult evening classes, expanding the
number of extracurricnlar activities, or virtually anything else

which a commu'nity, perceived as being a need.

Mort emphasized»that which is transient and responsive in the
educational process -=- not that which is permanent and trans-

cendent. Perhaps the thing Mort most feared was . rigid ‘and stultifying

local school systems unresponsive to the changing needs of dynamic

11

WY AT b Kl A B,
e -




- society. Frequently in his writings Mort contemplated the steps

(observed years earlier by Cubberley) in the adaptation process:

Casual observation suggests hypotheses with respect to
adaptation patterns characteristic of different sets

of conditions. In this country many practices follow
the local initiative pattern. They develop in individual
communities, often without the knowledge of state

officers. They spread more or less rapidly to other -
communities.

If local school districts are the primary seedbed for what is new in |
education, in Mort's view the United States: Office of Education and

the professional schools of education could be counted on for only %

a little help.

Of this adaptation pattern, a full description would
necessarily consider the stimulative effects of such
agencies as schools of education and the United
States Office c¢f Education. Nevertheless, a great
many new developments in education come into being
not in such centers, but in the school systems them- : v
selves. Other such ideas also do not really become /
available until creative workers in public school '
'systems have adapted them to normal conditions. The
wide gap between typical schoolroom conditions and
experimentation-.in private laboratory schools is
well enough known. There is extreme importance,
therefore, in the adaptive work carried on mainly
by the higher expenditure schools under public
school conditions.’

6Paul Mort and Francis Cornell s -Adaptability of Public School Systems
(New York: Bureau of Publications, Teachers - College, Columbia
University, 1938) p 71. ‘ ‘

T1bid p '96..




This last sentence is indicative of Mort's views on school finance.
The principal reason to encourage local expenditure according to him
is to foster adaptability -- the propensity to change with the times.
Unlesé local districts are allowed substantial tax leeway, innovations

are less likely to occur.*

Complete Sfaté funding, in Mortfs view, leads vthe State to full
control of all phasés of s;hool management. If every Aa'daptat:i.on had
to be apprbved by the Stat.e, .the .pace of educational progress would be
siowed. Therefore, the State function is to set minimums -- both
educational and financial -- for all local districts. The local

districts' function is to go beyond the minimum.

Pauil Mort did not argue tﬁat local financial control is a good thing
in itself. The principal reason he advocated local control was to
foster innovation. Mort recognize& the possibility that local school
districts could make use of their tax leeway to spend additional tax
revenues in the same old ways. Nevertheless, he felt that there wvas
a great deal moi:e possibility for adapta'bilityj under a local leeway

system than under any other system he could conceive.

But Mort argued for both local tax leeway and for a fairly high

percentage of State funding. Locally-raised taxes outside the

*Mort was entirely: familiar-with the full-state funding system.of the

Union of South Africa. He conceded that adaptability was possible

in Full State Punding, but far less likely to occur. In a trade off
situation, Mort was willing to give up taxation and expenditure uniformity

in order to foster adaptability. . . . 13
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mandates of the Foundation Program fostered innovations in "lighthouse"
districts which were (and usually still are) the-wealthier suburban ones.
These districts had a high tax base as well as -a: citizenry which favored
the advancement of education. But high levels of State funding were
important as well. High State funding enabled the poor localities to
institute some of the innovations initially developed in the lighthouse
districts. Furthermore, an ever-increasing dollar volume of State

money enabled the lighthouse districts to keep innovating without the
need for increasingly heavy tax burdens which might dampen their ardor

to innovatse.

Briefly summarized, this ¢ the model Mort conceived for the creation

of better schools.

Phase 1 -- A given level of educational service and a given

level of State school support is in existence.

Phase 2 -- One or more local school districts perceive a
need.tovprovide some ﬁew educational service
beyond’the State minimum. If necessary, they
tax themsélves ébove tﬁe.amouht reqﬁired_by the

State to providé this educational service.

'Phase‘3 - Tﬁe édaﬁtaﬁion de?éloped in the iighghouse
| - .districts is disseminated to other'iocalifiés;
Théy to§ ¥519e.theif‘iqéél‘t§# ratés ﬁd'
i.ns.t:i-t:t.xt:.ev the .gcrlépt“ati;)h.: | |
14
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i S Phase 4 -- The adaptation gradually becomes accepted i

practice throughout the State. Eventually

e

Al

( : the State provides for the adaptation in

DSt e s oo i) e

all local districts, possibly through the

institution of a categorical State grant for 3

P

the purpose.

A Ak

Phase 5 -- The adaptation is required by State law and

State financial support for the adaptation

is incorporated into the Strayer-Haig Minimum

Foundation Program,

Phase 6 -~ The extra State support allows the original
lighthouse districts to reduce their tax

burdens; hence, they become more receptive

to the possibility of still newer

adaptations.
In this way the process repeats itself.

Although this description may be an oversimplification‘of Mort's

ideas, it is not a distortion. Certainly Mort realized that the

entire process was a good deal mBre complex than the simple stepé;

outlined here, and he dedicated a.good part of'his'Véfy active life

‘to,understanding this process in all its complexity.

15




sought were quantitative -- instituting kindergartens in publicﬁschool-

Mort's idea is essentially a "trickle-down" theory. Create a
situation favorable to those more fortunately placed in society and

their success will have a beneficial effect on those less well off.

The Strayer-Haig-Mort Minimum Foundation Plan with local tax option
is subject to the same philosophical arguments which may be leveled
against any trickle-down theory. Should any public finance structure

attack a problem by helping most those who are already best off?

The Plan can aléo be questioned on grounds'Pf efficacy. The trickle-
down concept assumes that the innovations sﬁitable for wealthier
districts also will be suitable for poorer districts. Ip the years
since Mort's work educational researchers have turned up a greét:deal
of evidencé'demonstrating that‘én eduéétional prdctice which works
well in one placé does not nécessarily wofk in another. Furthermore,
poor children (many of whamllive in poor districts).may hot have
exactly the same educational ﬁeéds as their ﬁiddle;éiass peers.

These factors suggest thét adaptions which are:s;épessful in one

place need not or should not be applied everywhere.
Another faétor_to consider is that a great many of the adaptions=Mbrt
systems, building of science labs for junior high schools, iﬁcreaéingrpu

the length bf‘the school‘year;ietc. _Probably-theée quanﬁitative,,_}'f.ﬂ.u

16




improvements were needed in every school system. And the adaptability

model seems more applicable to this sort of innovation.

But most educators today see the problems of education as priniarily
qualitativ -~ better teaching, more meaningful out-of-class experience
for students, ete. Qualitative innovations may not be as well suited
to the adaptability model as quantitative ones. Different types of

- children respond differently to various teaching strategies and school
environments. In education innovations can succeed only if they have
the full support of the people charged with implanenting then.
Systematic curricula and instructional innovaticns, developed for one
school situation and imported into another, may not have the same level

of approval or relevance in the second situation as they did in the Ffirst.

Finally, one might criticize the adaptability model itself Do most
innovations occur at the local level in the way Mort thought? The Kappan,
a leading journal for professional educators, recently listed 15 new
innovations in education.8 Of these lS few, if any, had their origins
in local school systems. Rather they began with private business,
research organizations, or within academic disciplines. of course,. one
cannot conclude that no. innovation occurs in local school systens. A. bBu}t
at least in re;cent times- it appears that the ‘most widely discussed

:1
innovations ,bjegan outside 1local school districts.
K \P o H‘V‘ o o .' ! T ,,““15 '- ' .i.AVA'_J,'f,' B ‘ " .
¥P.R. Brim,ﬁfWhat 1s’ your PDG Quotient?" Phi Delta Kappan, March 1971 - °
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Next, how important is innovation? Since Mort thought tﬁat local
citizens and professionals were the best judges of quality in their
local school programs, he was not anxious to praise or condemn any
innovaticn himself. He simply thought that new ideas should always be
tried. Today, however;.many citizens and professional educators are
interested primarilj in results. Willithe adaptation help "Johnny';
read better? If not, of what use is it? in cther words, emphasis
recently has béen placed on the oﬁtputs of the school systems rather

.than on innovation per se.

Mort believed that innovation in and of itself makes for better
schools and better learning, a thesis which is hard to prove. But
even if one concedes for the moment that this thesis is true, it
still may not be corréct that innovations developed largely in wealthy
suburbs will work equaily weli in‘ s?hools sefviﬁg rural and urban
gﬁettos. The inapplicability of adaptations devéloped in wéalthy
areas to the problems which exist in .poorer areas may go a‘ iong way

in explaining the disparities in the sﬁécess levels of upper middle-

class schools vis-a-vis schools composed predominantbly of other types

' of children.

Summarizing them in order to make an intellectual case for the

Strayer-Haig-Mort Foundation Plan you have to believe that:

1. A system which encourages the richest school systems
most is philo'éopﬁiéally acceptable.
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2. It is philosophically acceptable because the wealthier
school systems will develop useful innovations which
will lead to better schools.

3. Innovations found useful in lighthouse communities
will also be found useful in other communities no
matter what their social, racial and economic
composition .

4. Most innovations can and should originate in local

school systems.

5. Equal educational opportunity is really a minimum
level of educational opportunity where the m1n:lmum
is often far below t:he average.

6. Educational policy makers should give conflicting
instructions to State and local Governments. To
~the States they should say, "Distribute your money
on the basis of educational need and inversely to
local wealth." To t:he locals they should say,
"Raise as much money as _you;;._can for-'schools and if you

have more wealth you should be spending more money."

I1f these beliefs stretch the credulity of some educators, they are

nevertheless accepted by many. The importance of Paul Mort and his

| advocacy of the ideas developed at Teachers College is inestimable.

Thousands of educators who have never heard his naie are, nevertheless,




influenced by his thoughts. Many former students of his and students
of his students now occupy positio'ns' of power_'..in educational -

organizations.

Mort was a tireless worker, author of countless journal a.rticles',:/
numerous books and State-level reports on school finance, dediz lted
university professor and one of the greatest leaders educationl,.v:ever

produced.

Finance plans currently used in abcut four-fifths of the States are

based directly on the Plans developec at Columbia Universit:y first by

. U-

Cubberley and later by Strayer-Haig-Mort. Both these plans envision

a combined State-local responsibility for all phases of education

includin;7 finance. No clear lim:! ts or controls are established for

[

either level of Government.' ) This creates what is -~ in: the view of

some —— a sort of healthy compe”cﬂition for control.

It is imposa,ible to. say whether this view of educational governance
- has prevailed because of its advocates at. Columbia and elsewhere or

because it Ls a natural outgrowth of our Federal system. 'SOme would

|
b

say that it is an aberration from the best in our Federal system ,.

Y., .
: , I

because the roles of each 14=ve1 of Government are ill—defined and

of ten in conflict.




In any case advocates of other ideals for American education and other
approaches to school finance were not lacking even in the early years.

It is to these other views that we now must turn.

'DEVELOPMENTS AT THE UNIVERSITY OF PENNSYLVANIA

Sy | |
The most productive period in school finance at Pemnsylvania occurred

in the 1920s when George Strayer of Columbia was generally considered
a leading figure in the field. Harlan P. Updegraff is the name most

closely associated with the work done at Pennsylvania, and his views

were in fundamental conflict with those of his colleagues at Columbia. -

In the 19205 Updegraff’ was aslced to do s.tudies of school finance in
New York and Pennsylvania.' (The period of his New York study over-
lapped the period of the Strayer-Haig study ) In these studies

Updegraff developed the rationale underlying Percentage Equalizing |

Formulas.

Updegraff"s-thoughts can be classified into three categories which

- will be considered in tlurn._ First,".his critique of the Min_imum '
Foundation Plan'will'he' discussed. - Second his-own 'solution, to -
circumvent the problems inherent in the Minimum Foundation Plan will
: b‘m examined And third -areas: of agreement between Updegraff and

Strayer will be. identified

NS
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Updegraff base_d.ihis criticism of the Foundation Plan on both a

practical and a“theoretical plane‘.» On the practical level Updegraff
found that the Minimum Foundation level supported by tbn State tended
to remain very low. The States typically did not increase their

funding greatly enough to compensate for:the rising costs of .

P

education. Consequently, the wealthier (1istricts in a State were

often spending at a level 2.5 or 3 times as much as the poorer

districts which were at or near the Minimum Foundation level of

expenditure.

However, even if States raised the spending levels in their Minimum "
‘Foundation Program Updegraff still would not have been satisfied

‘ because the fiscal ability of local districts still would not be

" -equal. Hence they would not be able to prOV1de equal levels of
education. In his view Minimum}Foundation Programs doomed large

g segments of the population to an inferior education. Children in | "l‘f .

poorer districts received only the minimum while wealthy districts

"spent far in:excess of the minimum. : Up'degraff thought that .a State-

| aid system which ben.efitted wealthy districts the most was an

‘abrogation of. the doctrine of equal educational’ opportunity.

In applying the' principle, ‘Equality of Opportunity s
- to schools, it 'means:that" all forms of -aid should
_.,,be utilized in such manner as to guarantee for each




child that education which will best fit him for

life, irrespective of the particular connnunity

in which he may happen to 1live.9
In addition Updegraff had views of his own conceraing the governance
of education which were substantially different from those developed
at Columbia. He emphasized the historical vevolution‘of education
in the United States as a prlmarily local enterprise. In his view
the State s role in educ tion should largely be confined to helping

' localities provide whatever level of educational service is deemed

_ appropriate by that locality.

Thusv Updegraff took exception to the Colnmbia idea that State and
;local Governments are equal partners in the educational enterprise.
He took the position that local districts should be the dominant:
force in decision making. Secondly, Updegraff believed that State
bureaucrac :ies in general were cumbersome and inefficient. Local |

districts on the average tend to be much more effectively administered 10

Guided by this philosophy Updegraff prop_osed the Percentage Equalizing
Plan. The Plan was based on concepts inco’rpo"rated in a 1919
Massachusetts law. Updegraff's formula is described in more detail

in Chapter 2 of this project.' Here -1t suffic'es to say that under

this mechanism the State shares a.fixed percentage of the cost of any

gUpdegraff and: King, SurveLof the Fiscal Policies of the State of
Pennsylvania in the Field of Education. (Philadelphia' University
of Pennsylvania, 1962) P 45 : L

101bid pp 13-18.
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level of education desire_d. by individual local school. districts.
First, the State determines what percentage of -the total cost of
education in the entire State it should assume. Second, a local
district decides what it wishes to,spend. Third, an automatic

mechanism determines what percentage of the cost the State will

bear in any single lm.ality.

if the locality is a wealthy one,. the

If the

State will bear only a small ‘percentage of the cost.
locality is a poor one, ‘the State will bear a large percentage of
""the cost. In thi.s way all 1oca1 school districts are equally able
to support whatever 1eVe1 of educational expenditure each locality

" desires.

In Updegraff'sview this pian had several equity features. First,
all districts are encouraged to make a greate* 1oca1 tax effort
because the more money the locals raise the more money the State
provides. For any given level of 1ocal tax effort the State
payment varies inversely to the amount of local taxable wealth.
This puts all local. school districts in a relatively equal position
insofar as revenue raising is concerned. . Equality of educational
opportunity is no 1onger constrained by the wealth of the community
in which the child happens to reside. Percentage Equalizing

encourages "'right thinking on: the part of the local populace. Local

Tt
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individuals will be more likely to develop sound educational policies
if they come to conclusions themselves rather than have them imposed

by an outside State authority.*

The facts are that, in a fairly large number of
coumunities of every state, we need a change in
attitude on the part of the citizens toward the
schools. These communities can frequently be led
to change their ideas and to substitute right
action over a sufficiently long period of years
to bring about a fundamental change in their
attitudes toward the benefits of education.
That which a citizen learns thiough the opera-
tion of his own action becomes established,
while that which is forced upon him

against his will he opposes. It is, therefore,
fundamental in state aid that we leave final
decisions, provided the minimum and maximum

- standards fixed by state laws are observed, to
the local communities and allow them to choose
what they think is best. Such standards should
ordinarily, however, permit of considerable
range for freedom of action. If this is done
we have stronger agencies in the making of a
better. government and a better society. 11

This quotation points up one of the'principal. ar.eas‘ of vagreement
between the advocates of .the Minimum Foundation and Percentage |
Equalizing Plans. Both schools of thought accept the fact that there'
is a maximum amount of money which the State can spend on education.

Although Updegraff felt that the primary educational responsibility

*As the reader can imagine the Percentage Equalizing concept drew

heavy criticism from George Strayer and others of the Columbia . :
School. Today both the Foundation and Percentage Equalizing Plans -
have their partisans among schoo] finance experts.

111bid. p 45.




rested with the local districts, he conceded that States had an
important, if generally subservient, role to play. Updegraff also
agreed with the Columbia view that curriculum considerations were
inextricably bound to firancial considerations. In fact, he seems
to have held the view even more strongly than Mort did. Since local
districts should control the curriculum, local districts should also
have.nide discretionary powers to tax. Finally, both sides agreed
that local school districts were the most innovative components in
the entire educational enterprise.1 Since new ideas incubated there,

it would be harmful to inhibit their activities.

Updegraff realized that States would have to impose not only minimums
but also maximums on the extent of their financial participation;
This element in his plan has proved to be more of a greater drawback

than probably he expeCt(d. Obviously,-tne State cannot guarantee to

support a fixed percentage of absolutely any level of educational
expenditures which the local school districts in the aggregate decide’
upon. ihis is.because State school fund appropriations are limited.
0f necessit} tax revenues and State educational appropriations must
be determined independently of local school districts budgets.
Almost inevitably State funds are not sufficient to finance localu

programs in the percentage stipulated by law. When‘thisbhappens,

TR
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the total budgets for -all school districts must be cut back.

Frequently, this process hurts poor districts more than rich districts.*

—.vw

l Opposing the Percentage Equali21ng Plan George Strayer believed that

such formulas distorted the "desirable" levels of tax effort in some

communities.11 A later study has shown this to be true.12 Poorer

cormunities, often uninterested in educatioq can opt to tax and spend
amounts far below the level they might have to if the Minimum Founda-:
tion Plan were in effect. On the other hand already wealthy suburban .-

communities, usually very responsive to the need for education, receive

at least some State aid even in providing the extra services not

essential to a good bas1c school program. If a Minimum Foundation

*States have several methods for partially funding local district
programs;"-The"following’example illustrates one method"

expenditures will be paid for by the State. However, the State
Legislature only appropriates enough money to cover .50 percent of.

the cost. The 75 percent in law and 50 percent in ‘actuality means a
cut back of - one»third on every district's. State. school fund .appropria-
tion. Suppose further that a poor rchool district is entitiled by law
to $500 per pupil and a wealthy school district is entitled by :law.to
$100 per student. If both districts are cut back by one-third the poor
district.loses one-third of;$500 or about. $166 per student. . The rich
district loses one-third of $lOO or $33 per student. =~

‘Furthermore,economists wouldvargue that the ‘marginal ‘value of ‘each
“dollar lost is greater in the poor districts than in the rich districts.
This fact makes the real loss ‘to the poor district even greater than

the dollar amounts ‘used - in ‘the illustration. - : o

L R R S

I1Strayer-Haig op.cit. p 175. - IR

>12Benson and Kelly, The Rhode Island Comprehensive Foundation and Aid
Program for Education. (Providence: Rhode Island Special Commission
to study the entire field of education, 1966)
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Plan were ﬂzxefﬁect,‘wealthy:communities would have to-pay for such

extras entirely on their own. Under a percentage equalizing system the

State may have to use tax money, collected from people in poor distrlcts,
to pr@vide extras for the vealthy while these ‘same poor dLstricts do

not have even an adequate minimmm program Such contingencies as

these are the‘perils of Percentage Equalizing.

Summarizing then these are the basic beliefs underlying the Percentage.

Equalizing Plan: -

:f
1. Local school districts acting independently should dete mine'

the educational interests of the State and Nation, OR local
binterests should supersede the interests of the Stato and d
national 1nterest.

(’ ‘l

2. Every taxpayer in the State should help support the total

"educational program in all communities no matteﬁ how expen 1ve‘

"; gt

”that program, and State agencies should exercise little control

"‘over the content and cost of each locally-detormined program.; o
0 ‘ e

:33“f1n theory local districts should be equally able to spend

‘whatever they wish. But in fact this ‘can never be so' since

';.the Srate necessarily limits its funding.gl.¥__JWHl efp_ﬁ ,,gry 3

[

In common with i:h‘é"’Strayérfﬁa.iéeiiq;ﬁ Minimum Foundation the Percentage

Equalizing_?lan holdsﬂthat:P | | RS EERSR ,;5yylg“
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4. Local schooi districts are usually more adaptive than other
edﬁcational units.

5. The power to tax and the power to control all phéses of
school operation go hanc.fl;-in-hand; t:'heréfdx:é_, locall school
dis'tricts‘ must; have taxing power. | .

6. The; State's role is to impose minimums. 'Iti ;tfi'ct‘
Updegraff theory these minimums may be lower under the
Percentage Equalizing Plan than they would be under the

Foundation Plan.

For several reasons the percentage equalizing idea has never achieved
such wide acceptance as the Strayer-Haig-Mort Minimum Foundatior Plan.
For ‘years the Percentage Equalizing Plan was little known. In.1968-69
only six States used this method. One reason may be its fiscal draw-
back from the State's point of view. Another reason may .be that State
_Legislatureé do not:. like thé rﬁetorié of local pre-eminence embodied

in the Plan. .One suré reason is that the Percentage Equalizing Plaﬁ

never had an apostle as persuasive and dedicated as Paul Mort.

Percentage Equalizing has its partisans still today. But in terms
of its implementation it definitely is third in importance after the

two Columbia plans.

29

D e mamt

7

EAREINEN K




DEVELOPMENTS AT THE UNIVERSITY OF CHICAGO - -

For many years the School of Educat::l.on at ths University of Chicago
has been known for :I.ts cont:ribut:ions :I.n educational law. Many
Chicago professors have emphasized the pol itical and legal element

in educational decision-making.

Henry C. Morrison, who taught at Chicago in the 1920s and 1930s,
fits directly into this Chicago tradition. Two beliefs underlie

Morrison's important book, School Revenue, published in 1930. First,

the sole duty of publicly-supported education is to prepare Yyoung
people to assume the responsibilities of citizenship in American
denocracy. Second,- this cannot be done if educational decisions,
including finance’ -decisions, are primarily a local matter.  Local
people necessarily pursue local interests. These two beliefs led

Morrison to propose full State funding, a radical idea for its time.*

But full Stat:e funding vas by no means Morrison's only unorthodox
proposal l{e favored consolidat:ion of local school dist:ric_ts into
a unified St:ate-wide system and a. very limit:ed purpose St:ate imposed

curriculum. Furthermore, at a t:ime when State income taxes were

*In 1930 only about 17 percent of all school revenues came from
. the States.
Source: Johns et_al (ed.), Status and Impact of Educationgl
Finance Programs s (Cainesville: National Educational Finance
Project, Vol. 4) o 22,




barely used at all Morrison looked favorably upon this type of levy

for State school support.  This section of the chapter will ekamine each

of these elements in Morrison's thought and offer a critique.

Morriscn began his bbé)k by distinguishing between publié schools

and State schools. The distinction lies in the conflicting purposes
of each, So-called publ*c schools may be tax—supported ingtitutions
which exist for individual benefit. American public schools grew
‘out of a tradition of private schools which were often "....nothing
more than cooperatﬁe :'family schools for affluent or aristocratic

families. nLé

These schools existed to train people in the social graces and prepare

them for certain types‘ of occupations or professions. It is unfortu-
nate in Morrison's view that American public schools grew out of

the tradition of private schools which existed for family benefit:

"The State school, however, critically defined, is in
essence a school established and maintained by government
primarily for a civic purpose, that is, for the perpetua-
tion of the Civil State, that is, for the maintenance of
civilization: The "public schools" with which we are
familiar are nearly all State schools, at least in law, ‘
albeit most of them have little administrative relation
to any of our forty-eight commonwealth governments.l15

ldgenry C. Morrison, School Revenue (Chicago: University of Chicago
Press, 1930) p 13.

151bid p 13. :
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Morrison believed that 'citizenship schools," as he often preférred

to call them, should not prepare people for college, not offer vocational
education, and not teach "private accomplishwent" subjects such as
French., (However, Morrigon was not against the teaching of Lgtin in
public schools. Undoutedly, he éonsidered Cicero p_referable to
Rabelais.) Morrison also would hav_e forbidden State aid to institu-
tions of higher ‘learning. Collegiate étudies, like so much he objected
to in the public school curriculum, prepared young people to make money
or prepared them in the gocial graces, objectives which the family or

private education should pursue.

Morrison belj.eved in a relatively permanent curriculum designed for
severely limited purposes. In this report Morrison's thought parallels
that of Robert Maynard Hutchins who in 1929 (one year before the

publication of School Revenue) came to Chicago as its President.

Morrison's conception directly contradicts the Dewey view of progressive

education which underlies much of Paul Mort's thought. Morrison wrote:

"zducation' is complacently described as being "as wide as life
itself." If that is so, and it is further true that schools
ought to be supported at public expense, then all of us must in
logic expect to be caxed for all that life has to offer for the
benefit of all of us....

...."Schools should provide for all the needs of all children,
and of the whole community.” The wide-as-life motive.  Freedom
and liberty, self-expression, socialization, free lunches,
elimination of privilege, advertising the city, bigger and
better babies, and so on ad infinitum. Literally without
1limit, for there is no terminus to that pathway.

e




|

Now, perhaps most of the things desired by the "educator"
are good and desirable in themselves, but it by no means
follows that they are part of ‘either ghe objectives or the
processes of the citizenship school,l

. ey

Morrison examined local school districts and found them lacking.’
They were motivated by private‘, local interests. They had different
taxpaying capacity. Hence they provided vgstly differ.ént: levels of
education. Morrison believed that substanfiai sums of money could

be saved by limiting the curriculum to citizenship training.

The inevitable

.+«..conclusion (is) that the several states themselves are
the appropriate fiscal and administrative uuits in the
support and conduct of the citizenship school which has long
been held to be the cornerstone of our policy as a self-
governing State.l?
As is true of the other early writers, Morrison's views on school
finance flow from his conception of the school itself. Morrison
despaired of ever finding an adequate State~local funding formula,

Whatever method is used the wealthy districts always seem to come

cut ahead.

As was said earliery, Morrison favored Full State Funding for schools.

Moreover Full State Funding opened -a vast area of new potential tax

I81bid p 108

171bid p 294
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sources 'which independent local school districts cannot employ.

Morrisoa discussed several of these tax sources but seemed to favor

imposition of a State-wide income tax to supply }a good part of the

necessary revenues.

In suthariz.ing, in order to believe'éompletely in Morrison's concep-

tion all of the following nust be ‘a'ccepted:

1.

3.

4,

Publicly-supported schools should exist for the sole
purpose of citizenship training.

Citizenship training requires only a narrow
curriculum devoid of many of the academic subjects
and educational purposes that are commonplace in |
most schools. |

The State should decide exactly what should be
included in the curriculum of every school.

Local school districts should be consolidated into

a single State-wide system because local and private

" interesta should play no part in determining the

course of public education.

The State-wide school system should be financed by
State~wide taxes. All potential tax sources should
be considered. The State~wide income tax should be

viewed favorably.

34
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Ever since his book was published in 1930 Morrison's views have been

totally at odds with the prevailing thought in education and school .

finance. This is not to say, however, that Full State Funding has

had no partisans whatsoever. In the 1930s two States, North Carolina

and Delaware, attempted nearly Full State Funding. They have continued

high levels of State support ever since. In more recent years Full
State Funding has been viewed with more and more favor among a.
growing minority of school finance experts. Recently, Morrison's

thoughts have received favorable reappraisal.la'

Undoubtedly, a major factor operating against the Morrison revival

is his extremely unorthodox views cn both school curriculum-

organization and educational finance. Morrison is in the unenviable

position of drawing fire from mosi teacher groups, school adminis-
tralors and finance specialists. Together these include nearly

everybody in the education profession.

CONCLUSTONS

Taken és a whole the views of Cubberley, Strayer, Mort, Updegraff
and Morrison are not only conflicting, they are irreconcilable. NA
great diversity of opinion with regard to the nature of education
and the role of inter-governmental fiscal relations is represented |

in the view of thege five individuals. The Columbia School of

“CSee for instance Benson Economics of Public Education pp 167-166.
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Education saw it as-a consistently.growing:-ever-changing enterprise that

allows State and local Governments to operate in éymbiotic competition.
In the Updegraff conception purely local interests were rightfully
predominant both in matters affecting curriculum-organization and in
finance. The State's major role w/;is to reward local tax effort.
Morrison stood the Updegraff concéption on its head, so to speak, -

and put the State in the suprems position on all matters. It is certain
that these pioneers in inter-governmental fiscal relations heiped set the

stage for mauy of the debates still raging today.

In at least two respects, however, these early writers were not so far
apart. First, they spent as much time detailing financial considerations
as they spent discerning human needs. Or, more precisely, four of the
five basic fund distribution mechanisms address themselves partly to
inter-district differences in financial ability, not in variations in
pupil needs. It would be unfair, however, to criticize the early experts
on this ground. In their day education was a relatively homogeneous
commodity designed to tumn out pupils with roughly similar sk:I.l11=x’:mf!.‘_l_1gay_~
were not as keenly aware of the psychological and sociological differencés
among different groups of pupils as we are t:oday. The special educational
needs of certain groups of pupils have been discovered since 1930.
Furthermore, since the time of these early writers -there has been a
renewved emphasis on vhat pupils learn rather than on what educational
services are offered. Pupil learning is due largely to factors other

than expenditure level.

36
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In view of these new forces operating in Education many modern

schoolmen bzlieve that all of the old formulas are inadequate.

Property tax is a poor measure of fiscal cap.ac'ity. In any case

equalizing fiscal capacity is far less important than equalizing

student achievement by meeting the differential educational needs

of dii::ferent groups of pupils.

The second poinﬁ on which all the early theorists seem to agree is
that the power to tax is the power to control. If local districts
have no tax leeway, complete State domination of all phases of the
curriculum would result.l | In Morrison's view this would be good.
Updegraff thought state control Qould be disastrous. Mort believed
that inter-district equalization of expenditures was-desirable but
for the fact that it would hinder adaptability. And schoolmen today

often cite the need for local innovation as a primary reason for

the retention of local funding.

Recently, investigators have examined the proposition that increased
State funding does necessarily tends to centralize control. Fowlkes and
Watson concluded that this proposition is erroneous. Their study,v

which included eleven midwestern States,

....revealed no consistent pattern such as that suggested

- by the phrase ‘‘control follows money.' It showed practically
no relationship between the state's share in school support

and the number of controls.l9

I9John Guy Fowlkes and George E. Watson, School-¥Pinance and Local Plannin
(Midwest Administration Center, University of Chicago, Chicago 1957)P 35-

.. orainy S dptal ot b

T PR s BT

il TR

e e v e




e i o

Fowlkes and Watsen also examined the proposition that the total
number of State.controls was perhaps less important than the amount.

of control the State exercised over any single phase of the education

process.

]

Within a singie State, Wisconsin, the two researchers found no

Ot

relationship between the amount of State support received by a local
school districtiénd'the rigidity of State control over any specific

phase of school operation.

A recent survey'dohe by the Urban Institute for the Commission
confirms tﬁese findings. The Urban Institute examined tén broad
areas of control in ten widely divergenf States. High State éid
States like Washington and North Carolina exeft no more legal control
over their local districts than do the low State aid States in their

survey.

There is no proof that heavy State funding inevitably tends to
centralize control. Fiscal arrangements may be separated from
légal controls. The evidence strongly indicates that the widely

held belief is only a myth.

Among school finance men today the plans and rationale of the early

theorists are universally respgcted; among some the pros and cons of

|
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each plan are still hotly debated.‘ Nevertﬁeless, there is a growing

feeling among all experts thaﬁ'nbne of these early conceptualizations

are entirely sufficient to meet today's school finance problems. If
‘ the less important problem of in;er-districtfdifferences in fiscal
capacity and tax effort is not first eliminated, then the more

important problem of meeting differential human needs can never be

successfully dealt with.

39

g SO — 00 1 . L emae o




CHAPTER 2

PRESENT PATTERNS = IN STATE AID TO
LOCAL DISTRICTS

DEFINITIONS OF GENERAL AND CAIECORICAL GRANTS

All State grants-in-aid to local school districts fall into one
of two categories: General Gfants.or Categorical Grants.  General .
grants may be spent for any educational purpose. Categorical
grants may be spent only for some specific educational purpose

deemed worthy by the state; hence Ehey require a fuller definition.

All special purpose (categbricai) grants now used in any of the
50 States ﬂaj be claésified further into one of five'general
types. First, a State may estabiish categorical grant(s) for
certéin types of pupils. FUsua?;y these are pupils with cultural

or organic learning disabilities (e.g., physically handicapped).

Second, States may provide special aids for certain types of

educational personnel (e.g., a special grant for school librarians).

Third, categorical grants are often established to aid in the

building and maintenance of physical facilities, equipment and

instructional materials (e.g., school buildings, textbooks).

Fourth, these specific grants may provide for instruction in

certain special school subjects, or school-related programs

(e.g., pupil transportation).




Pifth, categorical grants may be given to special kinds of school

districts (e.g., sparsely-populated districts).

Obviously this five-fold classification is somevhat artificial.
Pupils, teachers, material goods, programs and school districts are
clearly part of an integrated whole. The classification above 1is
intended to give the reader a feel for the variety in the statutory
{ntent and the wording used in the various forms of these categorical

grants~-in-aid.

PRACTICAL DISTINCTIONS BETWEEN GENIRAL AND CATEGORTCAL GRANTS

Hopefully the theory behind these two aid forms is now clear. In
practice the distinction is much more hazy. Typically (although not
always), general grants go to every school district in the State.

On the other hand, categorical grants are given only to those
districts which qualify. Categorical grants offer financial induce~
ments to encourage local school authorities to do certain things —
1ike compensating teachers who attend su.smetr school or offering

courses in driver education ~~ by defraying part or all of the costs

the local district incurs.

However, there is no reason why States must establish separate
appropriations for these school services. State statutes can

require by law the same types of school activities that categorical




grants merely encourage. Furthermore, the gize of the general grant
a district receives can be made contingent upon the provision of

certain services or can be varied by establishing certain categories

of eligibility.

In summary, {t may be said that establishing categorical grants is
one way of influencing the local educational program. There are

other ways, both legal and financial.

A _THEORETICAL DESCRIPTION OF STATE AID PORMULAS

GENERAL A1DS

Each State has its own unique program for distributing grants-in-

aid to local school districts; no two are exactly alike. HNevertheless
they can and should be viewed as a variation on one of four basic
themes. Here we will look at the themes ~— or rather the theories —-
. vhich form the basis for all state school aid formulas in the United
States today. (Table I, attached, 1ists the states using each of the

four types of grant systems.)

1. Flat Grants

In State school finance a Flat Crant is a paywent made by the State
to local school dictricts based on the mmber of pupils enrolled
and/or the number of personnel employed. Flat Grants may be augmented

through locally-raised revenue.

C L engl A




TABLE 1

CLASSIFICATION OF THE STATES INTO TYPES
SCHOOL SUPPORT PLANS USED FOR THE SCHOOL YEAR, 1968-69

Wﬂ

EQUALTIZATION PROGRAMS

Strayer
Flat Grant Haig Percentage Gun;::teed Full State

Programs Minimum Equalizing Yield Plan Funding
Foundation

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 |Idado
I11inois ;
Indiana :
Kansas i
Kentucky
Louisiana
Maine
Maryland
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Kevada
New Hampshire
New Jersey
Korth Dakota
Ohio
Oklahota
Oregon
South Dakota
Tennessee
Texas
virginia
ashington
est Virginia
oning

Soutce: Johns and Salmon, "The Financial Equalization of Public Schools
Support Progtams in the United States for the School Year, 196869

in Status and Impact of Educational Finance Programs Op. cit, p 137.
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2. Full State Funding

Like the Flat Grant, Full State Funding requires a payment from the

! State to the local district based on its number of pupils, and/or

teachers. However, unlike the Flat Grant, Full State Funding, does

not allow localities to spend any extra funds for education above

the state-mandated amount.

Flat grants and Full State Funding share one important common

element: neither of these aid forms takes into account local figcal

capacity when determining the amount of the state grant. In these

aid forms local districts with great tax paying ability are treated

similarly todistricts with 1ittle tax paying ability. Put another
vay the total tumber of pupils and/or teachers in a school system is

£ a factor in determining the size of the dollar grant, but the difference

in localities' ability to pay is not a factor in deternining the size

1 3 -

of the dollar grant.

| 4 3. The Strayer-Haig Minimum Foundation Plan

Unlike the first two plans, plans 3, 4, and 5 take into account the

local districts' ability to pay. Wealthy districts get less money
than poor districts; hence, educators call plans 3, 4, and 5

"equalizing." 1In the case of equalizing plans, a local district's

taxpaying ability is usually defined as assessed value of property per
pupil.

TS et W tmay, G
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The purpose of the Foundation Plan is to make all districts equally

able to support some level of education expenditure predetermined

by the State. Under this plan the State sets the minimum acceptable
level of per-pupil expenditure. Then the State makes up the difference
between the amount it thinks the locality ought to be spending at a
minimum, and the amount of money the State thinks ought to be raised

localfy at a minimum. The amount of money to be raised locally varies

among localities depeading upon the district's assessed valuation

per pupil. This idea can be expressed in a fomula.1

(A) (8) (E)
/o, of dollar local uniforn the
The amount of State =§ pupils x value of minimm tax X property
aid to any district in any the Founda~ rate set by . tax base
district tion progr the State iof any
district

In this formula B x C is the dollar value of the Foundation Plan for

any singie district. D x E represents the local share.

T For the convenience of readers who prefer ¢ bolic expression tie
formula for the Foundation Plan can be expressed as follows:

Ay = Niu*tYi

where Af = subsidy to the 1 th district ]
N: = mmber of pupils in the 1 th district :
u = dollar value of the Foundation Program
r = mandatory local tax rate
Yy = property tax base of the i th district

soutce: Charles Benson, The Economics of Public Eduzation
Boston: op.cit. p 147.
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Example ?

y Let us assume that the state decides $500 per pupil is the minimum
acceptable expenditure for every pupil in the State., And further

g the State decides that every locality ought to be taxing itself at
| the rate of 30 mills for education. Suppose also that one district

has 20,000 pupils and a property tax base of $200,000,000. Then

nuvber of pupils (quantity B) = 20,000 .
Foundation Program (quantity C) = $§500 44

g required locai tax rate (quantity D) = 20 mills or .03

assessed valuation (quantity E) = $200,000,000
Now plugging these values into the formula.

¥ R e S, N R ‘

R

aid to the district = (20,000 X $500) - (.03 X 200,000,000)

aid 10,000,000 = 6,000,000 = $4,000,000

In thie example, then, the dollar amount of State aid to our hypothetical

district would be $4,000,000.

One impottant feature of the Minimum Foundation Plan is that the
locality could raise its minimum rate above the required 30 mills withou:

gaining or losing any State aid. By increasing its tax rate above the

mandatory minimm, the locality would have an average per-pupil expenditure

47
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higher than the $500 set by the State. Presumably this would enable

the locality to provide useful innovations in {ts school programs.

Suppose the local district were so wealthy that by applying the

mandatory tax rate to its assessed valuation it produced a sum

larger than the $500 minimum required average expenditure per pupil.
(That is, suppose D x E exceeded B x C in the formula above). Under
strict Foundation Plan theory such a district would receive no State
aid. It could either lower its tax rate to raise only the required
minimun of $500 or it could apply any excess above $500 to raise its

expenditure level.

4., Percentage Equalizing Plan

The Percentage Equalizing Plan is designed to make all localities within
a State equally able to support any level of educational expenditure
desired by the locality. The key difference between this plan and the
former one is this: Who decides the amount of total expenditure in
which the State will share? The State or the locality? Under the
Minimum Foundation. Plan the amount is decided by the State, under
Percentage Equalizing the total amount is decided by the locality.
Under both plans the State share varies with the local district's wealth

measured by assessed valuation per pupil. The following formula

Nive-g
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A) (B)
Aid to 100%
any =,
district

2 Ag
where Aj
x

Yy

y
B

b 8

value.

implements the Percentage Equalizing concept.

B minus C represents the State share. C x .g. represents the percentage of

the total expenditure which will be financed locally.

] Does this formula seem more complicated? Let us assume some numerical

L values and see how it works.
r Example

pupil). The question

nnn

I

The constant x, having a value ordinarily between 0 ard 1, represents
approximately the total locai share of school support: accordingly, 1 - x
represents the State share approximately. The State share can be adjusted

downward by assigning a higher value to x and upward by assigning a lower
a 3

Source: Ibid. p 148

2

(©) (D) (F)

aggregate local assessed total

share of total ° valuation per | school

education expendi- x pupil in the expanditure

ture in the State district in the

expressed as a (E) assessed district

percentage valuation per 3
pupil in the {
State :

We will assume that our hypothetical local district has 20,000 pupils
and decides to spend an average of $500 per pupil., Therefore,

our district has set its budget at $10,000,000 (20,00C pupils x $500 per

is: how much of the locally determined

(1 - xYi/y) Ejg,

grant to i th district,

arbitrary constant normally having a value
between O and 1,

assessed valuation per pupil in the i th disttict,

assessed valuation per pupil in the state, 4

schuol expenditure fa the 1 th district.

$°%3
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total expenditure will the State’ pay? In order to answer this question

b biat RV

we will have to make some further assumptions about the hypothetical :

State and the local district. (Actually the records necessary to plug

ERE S

the actual information into the formula are kept at the State education

agency.)

Suppose that the assegssed valuation per pupil in our district is $15,000,
but that the average assessed valuation per pupil in the State overall
is only $10,000. (Hence our district is a good deal richer than the
average in assessed valuation per pupil.) Also we vwill suppose that the
State desires its localities as a whole to pick up 30 percent of the
total costs of education. (It could be 25 percent, 90 percent, or

anything.) Then:

(quantity B) = 1002 a constant

the local share of expenditures (quantity C) = 502
asgsessed valuation per pupil

in the district (quantity D) = $15,000
assessed valuation per pupil

in the State (quantity E) = $10,000
total school expenditures

in the district (quantity F) = $10,000,000

If we plug these values into the formula we find that




(A) (B) (©) (F)

1002 - 50r  x (D) $15,000 o0 000 (oo |

aid to our diatrict = (E) $10,000 §
i
= (1002 - 50X 3/2 ) $10,000,000 '

= (100Y - 75% ) $10,000,000

= 252 x 10,000,000 = $2,500,000

Thus, State aid co our district will be $2,500,000.

If our district decides to raise its average expenditure from $500 per

pupil to, say, $600 per pupil the dollar amount of State aid will

Rt ST

increase. However, if all other factors in the formula remain the same,
the State percentage of the total school expenditure will.not grow. It

will remain at 25%. .

S. CGuaranteed Tax Base

The Guaranteed Tax Base Plan is designed to assure every district
in the State a given tax yield based on its own locally determined

tax rate. Like the Percentage Equalizing Plan the total dollar amount

of educational expenditures in which the State shares is determined by

the localities. The formula is as follows:

(a) (B) (C) (p) (E)
.ﬂ
the local x /assessed valuation assessed value total
Aid to our = {[tax rate per pupil that - per pupil in number of
district the State decides the school pupils in
to guarantee district our schcol
below the district
guaranteed
level S nd
51
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Example

Let us assume that a local district has 20,000 pupils, taxes itself
at a rate of 30 mills (.030), and it has only $10,000 of property value
per pupil. The State wishes to guarantee valuation of $15,000 per

pupil.
Then

the local tax rate (quantity B) = 30 mills ..030)
State guaranteed valuation (quantity C) = $15,000
local district valuation (quantity D) = $10,000

number of pupils (quantity E) = 20,000

(A) (B8) (© (D) (E)
Ald = (oz ($15,000 -~ s1o,000)) 20,000
Ald = $150 x 20,000 = $3,000,000

Thus the State grant to this school district would be $3,000,000.

CATEGORICAL GRANTS

Traditionally school finance experts have seen the problem of equaliza-~
tion, alluded to earlier, as being essentially two-diaensional. The

first dimension of equalization requires that all normal pupils in

regular school programs receive an adequate level of service without

52
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undue burdens on the local taxpayer. General grants, discussed above,

are designed to deal with this first dimension. The second dimension
requires that pupils, teachers and districts in extraordinary situations
receive extraordinarily high levels of State aid. Categorical grants
are special funds ertablished to meet these situations deemed by the

State to be extraordinary.

Most (not all) categoricals are what might be called selective flat
grants. A District's tax paying effort/ability usually is not taken

into account when determining the size of a local district's categorical

grant.

The definition of need for a categorical grant is this: Does the
district qualify as being extraordinary under the terms of the categorical
grant? FPor instance, the State of California hag a special categorical
grant for instructional television. Districts which do not have instruc-
tional television programs cannot take advantage of this categorical
grant. All districts which do have instructional television programs

receive a percentage of the cost of those programs regardless of their

local ability to pay.

Occasionally categorical grants depend upon both extraordinary need

and local ability to pay. An example of this Is Indiana pupil transporta-

tion categorical grant. Indiana says in effect, "We will give all our

e P WU
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localities which. transport pupils some State aid for each mile pupils
travel, but we will give our richer districts leéss money per transported

t

pupil than our poorer districts...' Districts which do not transport
any pupils do not receive any money from this categorical appropriation.
But in Indiana the dollar amount granted by the State varies according
to. the wealth of districts which participate in the State's

transportation grant.

Keep in mind that thexe are other ways to assure instructional television
or pupil transportation besides establishing separate categorical grants.
State laws simply could require local districts to offer these or any
other services, or allowance for these costs could be included in the

State's general grant. "Many States follow these alternate methods.

One final word on t.ermi'nology- is appropriate here. States are usually
. referred to by the form names of the general grants tfhey\ use. For
instance States which use Percentage Equalizing Grants are known as
Percentage Equalizing States even though they may have a number of

s

categorical grants of the flat grant variety.

(Sze Tables 2 and 3 attached displaying the kinds and amounts' of
general and categorical grants in the finance programs of the fifty

States.)
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$131.14

!
{ ii‘_A}}LE 2
i
3 CLASSIFICATION OF STATE AIp FUNDS BY PURPOSE FOR
g BAsic MULTI-PROGRAM AND SPECIFIC EDUCATIONAYL PROGRAMS, 1968-69
(Millions of Dollars)
2 Basgic Multi-Program Specific Educational Programs
Compen- Special Voca- Adult Junior
k. Earl satory or Excep- tional and Con- (or Com-
3 Child- Educa- tional Edu- Educa- tinung Edu- munity)
& State hood tion cation tion cation College
Alabama $ 178.11 $ $ 0.10 $ 0.31 $ 749 $ 3
Alaska 41.67* 1.61
Arizona 147.76 1.34 1.95 .
{ Arkansas 84.00 0.40 1.03 0.08
California 1,032.75* 4.11 11.05 125.64 1.03 9.36 91.85
i Colorado 82.60* 0.17 4.00
. Connecticut 97.67* 6.18 4.50 1.10 0.25
;-' Delaware 63.41 .
] Plorida 497.75* 4,03 1.20 90.25
(. Georgia 291.77 7.28
ot Hawaii -
v Idaho 32.86 0.10
- Illinois 365.65* 23.77 8.96 3.28
Indiana 194.66* 3.28 4.18 1.20 0.86
3 Towa 149.58* 3.50 12.00
. Kansas 100.10* 2.31 0.38 2.33-
3 Kentucky 182,61
o Louisiana 270.03* 1.69 1.23 0.51
o Maine 35.54* 0.66 0.70 0.09
5 Maryland 141.90* 17.50 0.81 5.8
ke Massachusetts 106.04 11.37
2 Michigan 579.76* 2.00 30.00
L Minnesota 220.19* 8.50 9.90
v Mississippi 143.26
Missourt 169.75 8.46 5.41 731
Montana 32.49 0.45
Ncbraska 30.32* 1.10 0.06
Nevada 20.15* . .
New Hampshire 5.29% 0.52 0.06
New Jersey 163.567* 3.44 2,63 0.34
New Mexico 105.34
New York 1,817.70* 52.00 . 1.60
North Carolina 338.24 1.18 11,51
North Dakota 24.76 ’ 0.45 0.21
Ohio 404.30* 8.81 10.14 5.79 0.12
Oklahoma 86.85 0.78 1.20
Oregon . 73.90 0.60 2.76 0.13 £.32
Pennsylvania 607.66* 0.03 44.05 13.40 £.88
L Rhode Island 35.20* 2.00 1.00
South Carolina 128,54 0.05 6.09 1.61
South Dakota 11.54*
Tennessce 174.80 1.20 3.43
Texas 625.69 .
Utah 78.06* 0.80 0.24
. Vermont 32.99 1.87 0.50
Virginia 249.76 1.1 5.86 8.92 0.12
Washington 251.50* 14.80 3.75 0.66
West Virginia 110.60 0.57 3.46
Wisconsin 139.53*
Wyoming 20.68* 9.59 6.86
Total $10,792.90 $4.11 $88.73 $356.50 $18.09 $214.44

s
FRICE]

T
T o

*Includes State Aid for Kindergarten.
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Source: Alexander, Hamilton, and Forth, "Cla‘ssifiqation of State School Fundd'
Status and Impact of Educational Finance Programs op. cit. pp 42-3.
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1
TABLE -3
CLASSIFICATION OF STATE AIpD FUNDS BY PURPOSE FOR SupPORT PrROGRAMS, 1968-G9
v (Millions of Dollars)
Support Programs ‘.
“ .
e} g . E
= =3 2§ 5 2 g © 3
£ § 3 28 IV = 2 23
3 2 3P £ s Ta25 3 2 £ s
T S 5% 2 83 5 S38 3 T 8 9 =
) By ) S 58 & =30 = -n 8 2] =1
& ~ P o S 8 N 2t ~ RNt~ o %
2 2 s = = 58 = s Sfx § 58 E O3 § 32
J 2 . a s 5 b 5] Rogey
S 1S 3 3R g g8 & L 23 S Lo 08 S ] S8
%) &~ ) <8 = RO © A AL %} QO =W i o 13
Alabama $ $ i $ 108 $ $ $ 019 $ $ $ $ $ 3 $ 187.58
Alaska 2,94 1.62 0.23 0.24 48.31
Arizona 151.05
Arkaunsas 7.10 0.34 1.51 0.05 0.08 0.13 94.72
California 19.08 21.26 . 11.40 11.65 1,339.18
Colorado 4.75 0.30 0.16 o 91.98
Connecticut 5.43 16,00 1.04 0.17 132.34 |
Delaware 2,92 10.64 ' 76.97 |
TMlorida 63.80 9.60 1.92 668.56 !
Georgia 28.80 327.85
Hawalii e ‘
Idaho 32.96
Ilinois 14.67 190 2.54 1.11 .75 427.53 :
Indiana 14,18  46.60 264.96 |
Iowa 475 0.06 0.16 170 171.73
Kansas 0.68 : 105.80 !
Kentucky 2.60 185.21
Louisiana .0.20 7.88 0.38 . %35 0.08 294.35
Maine 4,02 0.3 0.12 1.86 0.01 43.02
‘ Maryland 2120  50.50 o7 238.14
; : Massachusetts 13.33  23.70 o 1.13 8.69 159.26 | -
\ Michigan 3.26 615.01 -
Minnesota 19.00 0.70 0.20 0.60 258.99 ;
Mississippi: 6.66 2.63 ' 5.18 157.63
Missouri 16.21 1.80 - 8.0 0.07 1.06 219.46
Montana 1.20 0.02 010 34.28
Nebraska 0.54 32.02
Nevada . 29.15
New Hampshire 276 030 0.45 9.36
New Jersey 13.14 2836 0.18 0.05 221.71
New Mexico 7.65 . 2,30 0.30 0.30 - 115.79
New York 25.29 10.00 13.01 41.00 1,960.60
North Carolina 2.84 8.61 b.i2 0.29 T 367.79
North Dakota o 25.10
Ohio 33.29 5.25 0.61 0.30 468.61
Oklahoma - 2.67 91.50
Oregon " 6.63 5.00 0.60 ‘ 97.93
Pennsylvania 32,00 56.08 3.86 050 4.55 3.42 2.73 12,23 789.39
Rhode Island 4,10 ) : : 42.30
South Carolina 10.56 18.01 0.20 3.50 : 0.30 0.36 0.20 169.42
South Dakota 11.54
Tennesseq 10.38 ) 3.91 1903.72
Poxns 17.42 . 613.11
Utnh 2,20 4,24 .00 0.07 1.67 0.0h0 HR.U8
Vormond 4.65 . 0.4%) 10,00
\ h';;‘il_nlu wreeh 280 2,21 016 0.0 1.88 115 2.01 286.51
Washinglon 18.50 13.00 2.30 304.61
West Virgina 0.06 0.30 0.03 013 0.40 113.65
Wisconsin . 1€9.98 .
Wyoming 12.73 1.27 , 20.68 §
Taola} $290.80 $407.66 $13.43 $121.37 $2.18 $9.614$_42.87 $19.25 $32.21 $46.03 $2.10 $12.23 $14.47 $12,620.02 3
_ *Negligible.
© ##State Budeeat. %
!
Source: Ibid. p 44%5. (Vj
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OTHER TMPORTANT ELEMENTS IN BOTH GENERAL AND CATEGORICAL GRANTS

WEIGHTINGS

.

Frequently in State aid formulas pupils and teachers are "extr'a-counted"‘
for the purposes of distributing State aid. Extra-counting simply

means that one pupil or teacher is counted as being more or less than
one. Such weightings are desfigned to reflect the differences in the
costs of educating certain groups of pupils. For instance, one State
might "weight' kindergarten pupils as .5, elementaxy school pupils

as 1.0, and secondary pupils as 1.36. If this same State distributed

to its local districts $1,000 per pupil for grades 1-6, then it would
automatically distribute $500 for every kindergartem child and $1,360 for
every child in grades 7-12. Likewise teachers may be weighted on the
basis of their degrees held ‘and their years of teaching experience.

Both general and categorical grants may be weighted.

MINTMUMS. AND MAXTMUMS

For both figcal /andAp!olitical reasons, States frequently like to assure
e

all school districts at least some State money, but still place a
maximum on the amount a single locality can receive. In practical terms

this means that ‘a few very rich districts may receive aid although they

57
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© maximums are particularly important.

e e AR A AR = £ U ) i S S e

don't deserve it by the strict terms of the formula. And a very few

jstricts might not get as much State aid as they are entitled

i

poor d

to by the strict terms of the formula.

In the case of the Percentage Equalizing Plans, State imposed
The reader will recall that

under such plans localities determine the actual amount of total

State spending. Without State imposed maximums, localities might

decide that the State's required expenditure is larger than.the

State education appropriation.

Why do State aid formulas seem SO ‘complicated to the average

reader? Minimums/maximums, weightings and grants based on

differential local fiscal capacity explain nearly all of the

complications. With this background actual State grants-in-aid

systems should become easier to understand.
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CHAPTER 3

THE LOCAI, SHARE OF EDUCATION EXPENDITURES : '

DEFINITION OF LOCAL FUNDS

e

Chapter 2 focused on plans for the disbursement of State funds

for education. Of course States do not spend most of these funds

directly. Rather, they distribute nearly all of the money to local-

ities in the ways outlined in the previous chapter.

G el Y G ks o damoss

In the United Statesr as a whole less than half the total non~federal

revenues for education come from State sources (see Table 4 on the

ncxt page). In 1969-70 localties -contributed about 52.7 percent of

RS 1o 30 JCh i ouTiiated

all school .revenues; about 6.6 percent of the funds came from the

MR

Federal Government.

IR g War 3t

For our purposes all locally-raised funds for education can be divided

into two categories —-

I. Local funds raised according to the State Plan:

Foundation, Percentage Equalizing, and Guaranteed

Valuation.

II. Local funds raised on the localities' own 4initiative

outsidc the State Plan. _ : . ]
. . " ! J

Funds raised through the State Plan are simply the local share in the

1a_st. three formulas discussed in Chapter 2. The reader will recall

that the Foundation, Percentage Equalizing, and Guaranteed Tax Base
" ‘ ;"‘_, ‘ : .
BTy
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TABLE &

PERCENTAGE OF SCHOOL REVENUE Df:mvr:n
FROM STATE SOURCES, 1930-1970
(In thousands)

1960

State 1930 1940 1950 1970
U.S. Overall 17.3* 29.2 39.8 394 40.7
Alabama 40.8 54.1 71.6 65.3 63.0
Alaska —_ —_— —_ — 43.7
Arizona 19.6 18.8 33.8 34.0 47.6
Arkansas 33.7 43.2 58.1 46.6 45.5
California 25.6 45.9 413 40.6 35.0
Colorado 3.2 5.0 20.2 19.5 25.3
Connecticut 8.1 8.7 23.6 34.6 33.1
Delaware 817.9 84.4 83.5 82.6 0.6
Florida 22.8 50.4 50.8 56.5 56.5
Georgia 35.6 56.8 57.4 64.0 58.7
Hawaii —_ —_— — 817.0
Idaho 177 10.7 23.5 27.6 43.2
Illinois 5.3 10.0 16.6 20.6 344
Indiana 5.5 32.2 374 29.9 34.9
Jowa 4.3 1.1 19.1 12.0 30.1
Kansas 1.7 10.9 24.0 19.2 26.1
Kentucky 26.1 40.0 35.1 45.8 52.6
Louisiana 26.9 52.3 69.6 70.2 58.3
Maine 28.6 15.6 27.8 25.8 44.9
Maryland 177 21.6 38.3 34.2 35.2
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 38.7 43.4
Mississippi 33.6 37.1 47.8 56.5 51.6
Missour1 10.6 32.1 38.9 31.0 34.5
Montana 14.1 7.2 25.3 23.6 30.9:
Nebraska 5.4 1.0 6.2 6.5 20.0
Nevada 19.0 17.0 36.5 51.3 39.2
NWew Hampshire 9.0 5.1 6.2 6.3 8.6
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 . 454

. North Carolina 16.6 65.8 67.5 66.7 70.9
North Dakota 11.1 12.8 217.0 26.4 27.2
Ohio 4.1 35.3 314 27.7 31.6
Okiahoma 10.6 34.0 56.5 219 40.8
Oregon 2.3 4 28.6 29.3 20.6
Pennsylvania 13.9 21.0. 35.1 45.8 46.9
Rhode Island 8.6 10.3 20.2 23.2 345
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 58.0 493
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 21.6 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
West Virginia 8.3 50.7 62.7 52.9 48.2
Wisconsin 17.0 17.2 174 22.6 29.4
Wyoming 27.1 4.3 42.0 475 25.4

Source of Dala:

United States Office of ‘Education except for the year:

1970 which was eshmated by the Nat1011a1 Education
Association.
*Imludes 0.3 percent of federal funds

Source: Ibid. p 22.
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Plans each have a local component; that is, all localities are reguired
to contribute a part of the total costs of education in their district.
But under all three plans rich localities contribute more than poor
localities. In the previous chapter we examined the theoretical
mechanisms of the five State grant-in-aid plans. .We also noted that

in practice States can and usually do place limitations on the amounts
they will spend. This is true no matter which type of formula they
use. It is not necessary for the reader to understand the precise
ways in which States limit their spending for education. The techniques
involved in imposing these limitations differ from State to State

and from formula to formula. Nevertheless, the practical result

is that local districts frequently decide they wish to spend more

money than is called for by the State Plan.

Often the State Plans themselves are responsible for a considerable
portion of the disparities in expenditure among districts. This is
due to minimums and maximums discussed earlier and to certain categorical

\

grants which benefit rich districts most.

However, the additional money raised outside the State Plan is the

- major factor in creating inter-district expenditure differences "and

expenditure disparities ‘are often very great. Typically per-pupil

expenditures in some districts exceed by 2.5 times the eip’enditures in

other districts within the same State.
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In order to illustrate these inter-district disparities a sample model
will be useful. Therefore, we will now turn to an examination of how
State and local fuhding patterns, working together, act to create such

vast differences in expenditure per pupil.

STATE-LOCAL EDUCATION EXPENDITURES: AN ILLUSTRATION

Let us assume a hypothetical State which uses a Minimum Foundation Plan
similar to the one outlined in Chapter 2. This State has set the
foundation level at $500 per pupil, and a tax rate of 20 mills as the
required local share. Let us further assume that this State has imposed
a minimum and maximum on the amount any local school district may
receive from the general aid (Minimum Foundation Plan) distribution.

No district, no matter how poor, can receive more than $350 per pupil;
and no district, no matter how rich, can receive less than $100 per

pupil. The average per-pupil expenditure in the State is $700.

The hypothetical State has two districts

Y ‘ Z
100 pupils ‘ 100 pupils
500,000 total assessed valuation 3,000,000 assessed valuation
A tax rate of 30 mills : A tax rate of. 25 mills

Note that both districts choose to tax themselves above the required

rate of 20 mills. Thus their locally-raised revenues for education:
62
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can be thought of as having two components: (1) local money required

as part of the Foundation Plan, (2) money raised on the local initiatives

above the requirements of the Foundation Plan. This second element

in the locally-raised funds is a different rate for the two districts,

10 mills for District Y and only 5 mills for District Z. Since this
additional second amount is purely a matter of local choice, localities may
levy a tax as far above the required 20 mills as they wish subject only to
statutory limits. However, all of the assumptions made here are entirely
reasonable in light of the existing situations in many States.

To recapitulate then, the elements required for our analysis are these

|
l

For the State For District Y For District Z
1. $500 foundation level 1. 100 pupils 1. 100 pupils
2. $350 per pupil maximum 2. $500,000 total 2. $2,000,000 total
grant } ‘ assessed valuation assessed valuation
3. $100 per pupil minimum 3. 30 mills actual 3. 25 mills actoal
any locality can receive tax rate | tax rate

4. 20 mills required

tax rate

In. order to find the amount of State ald that:goes to each of our two

districts, we need to assign the numericar values to their proper places

in the Foundation Formula.

1
'
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The Foundation Plan Formula is:

(4) (8)
State aid number of
to any = pupils in
district that district

District Y

(A5 (B) ()

State ‘aid

"

$50,000 -

$40,000

(D)

10,000

)

dollar value

x of the Founda-

tion program

(E)

(100 x $500) - (.020 x $50,000)

(D)

- local

(4) (B)

=

(100 x -$500) .- (.020 x $2,500,000)

$50,000

0

(?equired

X

minimum

\Fax rate

(E)
the property
tax base
of any

district

District Z

(©

(D)

50,000

(E)

Then under the strict terms of the Foundation Plan District Y gets

$40,000 or $400 per pupil and District Z would get nothing.

(The

reader

should note that in order to determine the amount of State aid it was

erroneously assumed that each district taxed only at the required

mininum local rate. This assumption is an important part of the Founda-

tion Plan. If the actual tax rate had been used, District Y would have

lost the State money.)

However, the basic terms of the Minimum Foundation Plan do not apply.

We have alreédy stipulated that no district will receive more than

64
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$350 or less than $100 per pupil from the Foundation Plan grant.
Thus under the revised terms District Y will get $35,000 instead of

$40,000 and District Z will get $10,000 instead of nothing.

Up to this point, then, District ¥ received $35,000 from the State
plus $10,000 in locallywraised Foundation Plan funds for a total of
$45,000 or $450 per pupil. District Z receives $10,000 from the State
plus $50,000 from locally<raised Foundation Plan funds for a total of

$60,000 or $600 per pupil.

Héretofore we have not taken into account the extra funds raised on
the district's own initiative beyond the mandates of the Foundation
Plan. Locality Y levied a tax of 30 miils, or 10 mills above the
required minimum; Locality Z levied a tax of 25 mills, or 5 mills above

the mandatory amount. However, the additional levy of 10 mills, when

! applied to the tax base, brings District Y only $5,000. (.010 x $500, 000)
But an additional 5 mill tax levied by District Z yields $12,500.

(.005 x $2,500,000)

In ‘summary then

District Y spends

$35,000 State aid from Foundation general grant

$10,000 as the required local share of the Foundation Plan
$ 5,000 additional yield from local mill levy

\
$50,000
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District Z spends

$10,000 guaranteed minimum in State aid from Foundation Plan general
;
grant

$50,000 required local share the Foundation Plan

$12,500 additional yield from local mill levy
$72,500 ' R |
{
EXPENDITURES PER PUPIL
District Y Distrlct Z
-$600
'\‘\“$300
L P
s
. ."i:\t", ‘
\ e
LMo
"\'. vy
e g -1...... AP AAT D AR S ¢l o St S g 404 PO e
T (e, State ald = Local share = Additional
‘25 from the % of the E:] local revenue
foundation foundation
plan - plan
- 66
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District Z is buying more educational sérvices at a lower cost to the

local property taxpayer. District Y is paying more and buying less.*

District Z is spending at a rate above the average level of all
districts in the State.  District Y is financing its education at: a

level considerably below the State average.

At the risk of repetition, it should be emphasized that the assumptions
made in the foregoing illustraticn are neither unreasonable nor
exaggerated. The illustration above contains several key elements;

these should be noted.

One of these key elements is assessed valuation per pupil. Assessed
valuation per pupil is the measure most States use to determine local
wealth. 1In the illustration the assessed valuation per pupil wan five times
as great in one district as in the other. But in actuality the range

among districts in assessed valuation per pupil can be far greater. Railos
of 15 to 1 and more are not uncommon (see the first Appendix in volume two).
In plain terms this means that in the example District Y was five times more
abie to support education than District Z. But it is not uncommor.. for the
richest districts to be fifteen times {or more) as able to support education

than the poorest districts within the same State.

¥Because most categorical grants are not distwibuted on the basis of a
district's wealth or poverty, they are excluded from analysis i1 our model.

In our two-district samples it would be a reasonable assumption that both
districts receive equal dollars from the states' categorical grants.

67

i
Tt

. ,’\;E \

e

i VAR ARy
& e o

N L e e

) ot s bt e

Al L e e e e o LR T e

N




e ——— ST A o Y P L Y ST AP e P P e P A 80 b s e el mas

: A second key element in the example is the expenditure level set by

the State in its Foundation Plan. In our example the Foundation level
figure is $500 and the average expenditure figure is $700. This means
that in the hypothetical State the minimum is about 5/7 or 71 percent
of the State average. Again this figure is realistic or even on the
high side. For instance the basic general grant in New York, a State
often considered a leader in education, is only about 60 percent of the

State average.

It is generally agreed that the ¢loser the Foundation level is to the

average expenditure level the more likely it is that most districts

in the State are spending roughly equal dellars per pupil without undue

t
!
!
'
i
i
i

burden on the local taxpayers in any district. The further the Foundation
level drops below the average expenditure level, the more likely it is
that inter-district disparities in tax burdens and pupil expenditures

will be very great. .The evidence presented here,.while not

conclusive, suggest that our hypothetical State is doing far better

than, say, New York in equalizing per—bupil expenditures and school tax

burdens among its localities.

In the final analysis the type of grant used, percentage of funds
raised locally, assessed valuations, eté., matter very little except as
they influeﬁce school expenditures and student learning. Therefore, the

last key element in our example is the average expenditure per pupil.
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Although educational researchers do not as yet understand the

precise relationship between school expenditures and student learn-—

ing, evidencé shows that the two are related.

In our example District Z spent $725 per pupil to District Y's

$500 per pupil. In many States the richest districts spend two

to three times as much per pupil as the poorest district. What

does this mean in terms of extra services? It means that District Z
will be able to pay its teachers considerably more than District Y.
Other school personnel also will be better paid. District Z will

be able to afford newer textbooks, order more up-to-date audio~-
visual materials, and probably provide a more pleasurable environment
for teachers and students alike. In light of these facts one can
only conclude that equality of educational opportunity is not yet

achieved.
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CHAPTER 4

RECENT LEGAL CHALLENGES TO THE
STATE SCHOOL FINANCING SYSTEMS

Legal challenges to the apportionment of State funds for education are not
new in American jurisprudence;l however, this chapter will deal only with a
series of cases which began in 1968. The legal rationale présented by the
plaintiffs in these court suits had its intellectual origins in the book,

Rich Schools Poor Schools, by Arthur W:Lsxe,2 but initial legal challenges to

present school funding systems were markedly unsuccessful in court.

More recently the legal arguments presented by Wise have been refurbished and

argued before the courts in a different form. (Another book, Private Wealth

and Public Education, bty John Coons, William Clune, and Steph.n Sugarman, 3 is

connected with this renewed legal effort.) The plaintiffs' briefs in geveral
of the more recent cases have followed this second, slight:ly- different, line of
reasoning. One of the cases in the second round has been notably successful:

Serrano vs. Priest, in California.*

This chapter will review three Appellate Court decisions in suits challenging
State methods of school financing. The major differences between the Wise and
Coons, Clune and Sugarman rationale will be examined in order to demonst:rat:;a
the probable reasons why the initial suits failed while the later attempt |

succeeded (at least in California).

TSawyer v. Gilmore, 83 A. 673 (1912).

2pArthur E. Wise, Rich Schools Poor Schools , Chicago: University of Chicago
Press, 1968,

3Coons, Clune, Sugarman, Private Wealth and Public Education, Cambridge:
Belknap, Harvard, 1970.

* Supp., 96 Cla. Rptr. 601
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The first Court suit challenging the apportionment of school funds.was

filed in Virginia.[’ The complainants, residents of Bath County, alleged

that the State system for funding education discriminated against them
because the county is poor, thus denying them the equal protection under

the law. Tax rates in Bath County were set at the legal maximum

permitted by the State; however, due to county poverty and a low tax

base their expenditures were low.

The remedy sought by the complainants was a State system which assured

expenditures based on "educational need," not local wealth.

The Court noted that "....cities and towns receive State funds under
uniform and consistent plan." The fact that the State law applied equally

to all districts in similar categories was an important element in the Court's

decision against the complainants. But another important element was the ;

impreciseness of the term '"educational need" from a legal point of view.

Actually, the plaintiffs seek to obtain allocations «f State funds
among the cities and counties so that the pupils in each of them
will enjoy the same educational opportunities. This is certainly {
a worthy aim, commendable beyond measure. However, the courts
have neither the knowledge, nor the means, nor the power to
tailor the public monies to fit the varying needs of these
students throughout the state. We can only see to it that (state)
outlays on one group are not invidiously greater or less than on
another. No such arbitrariness is manifest here.5 :

ZBurruss v. W. Wilkerson, 310 F. Supp. 572 (1969). !

SBurruss'v. W. Wilkerson, 310 F. Supp. 572, 574

72

G

P,
,r§

iy




A similar case was filed in an Illinois Federal Court .® The facts and

plaintiff's allegations in the Illinois case closely paralleled those in
Virginia. The rauge among school digtrictsin expenditures per pupili was
about 3 to 1. The State imposed limitations on local tax rates effectively
prohibited poorer school districts from spending as much as their wealthier
counterparts. And because of vast disparities among districts in

aggessed valuation per pupil, some school districts with high tax rates
actually spent less than other districts with lower tax rates. Plaintiffs
claimed that this situation .violated their Fourteenth Amendment rights,

and asked the court to require school spending based on a standard of

pupil need under the concept of equal educational opportunity.

The Court upheld the constitutionality of the Illinois school financing
gystem. Its decision was based on these two conclusions: (1) the
Fourteenth Amendment does not require that pubiic school expenditures he
based only on pupils needs, and (2) equal educational opportunity is

an imprecise legal standard. There is no clear way to tell if the

standard has or has not been achieved.

The GCourt based its conclusions on the following rationale. First, the,

Illinois school funding plan does have several good features. A minimum

expenditure level is guaranteed to all gstudents. The guaranteed minimum

expenditure level is frequently increased by the Legislature, thereby

BMcInnis v Shapiro 293 F. Supp 327 (1968)
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constantly upgrading the quality of education. The State funding plan

allocates more dollars per pupil to poor districts than it does to weé.lthy

districts, thereby mitigating differences in local tax paying ability.

Second, elimination of inequalities in per—pupil expend:.ture would
require major changes in the State system for local property taxation.
However, local property taxation has an adequate rationale -- the
deszirability of deéentralized control —— and local variations in
expenditure serve valid purposes. For instance, some localities might
have different preferences for education; education costs more in some
places than others; local taxation permits local educational

experimentation.

. Third, there is no legal precedent for striking down the Illinois

financing system as unconstitutional. The plaintiffs case was based

upon precedents invalidating racial discrimination in education, geograph-

ical discrimination in voting, and wedlth discrimination in criminal
cases. On the basis of these decisions the plaintiffs contended that
the present funding system constitutes discrimination in education on
account of geography and wealth (a local district's assessed valuation
per pupil). The court —— making clear distinctions between cases involv-
ing race, reapportiomment, and criminal justice on the one hand and
school finance on the other —- found the argument novel but not

per suasive.

In 1969 the Supreme Court of the United States summarily affirmed the

lower court's decision. 74
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The recent California Supreme Court decision contrasts sharply with
earlier legal cases challenging the State school fund distribution methods.
Of course, the most notable difference is that in California the plaintiffs

were successful but in Virginia and Illinois they were not.

There are two principal reasons why tﬁe California suit succeeded where
the others had failed. First, the plaintiffs refurbished their legal.
arguments describing exactly how the present funding system is unjust.
This resulted in a line of reasoning more acceptable to the legal mind.
Second, in California the remedy proposed to correct the injustice was

different from the remedy proposed in the Virginia and Illinois cases.

The differing legal arguments can be summarized briefly. The earlier
cases were based on the following reasoning. The U. S. Constitution

forbids:

1. racial discrimination in education

2. discrimination against indigent criminals (who cannot
afford legal aid)

3. discrimination against voters on the basis of residence

4, Therefore, discrimination in education.on the basis of

indigence and location ought to be declared unconstitutional.

8
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However, the rights of racial minorities, the right to personal liberty and

the right to vote are all rights explicitly guaranteed by the U.S. Constitution.

The right to equal educational opportunity is not explicitly mentioned in the

Constitution.

The Coons, Clune, and Sugarman rationale, used in Serrano v. Priest, cites many

of the same precedents used in earlier cases to construct a slightly different
rationale. The revised reasoning builds the point of view that education is

a "fundamental State interest," equal in importance to the right to vote, the
right to liberty, or the right to equal treatment regardless of race. Thus
Coons and Sugarman would have the Courts elevate education to the level of a
Constitutional right necessarily available to all persons within a State on

equal terms, regardless of their community's wealth.

The plaintiffs in earlier cases failed to bridge the constitutional gap
between education and other spheres of life -- voting, race, etc. They
attempted to prove that classification of children on the basis of district
wealth -- the effective reéult of tlhe present funding system -~ was arbitrary
and not related to any reasonable State purpose. Hence the classification
should be striick down. However, the Courts found that such classification as
the State set up (i.e., local school districts) do have a rational purpose and

are not arbitrary.

On the one hand, Coons et als draw educational finance into the 'charmed

circle" of basic rights guaranteed by the Constitution. On the other hand,
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they offer a remedy for correcting the inequities inherent in the present !

funding systen without eliminating local control over the magnitude of

expenditures, if local control is deemed desirable by the State. The

remedy is a funding system called Power Equalizing under which the State
guarantees to all local school districts a given tax yield per pupil - i

for any tax rate they are willing to levy.

v

In place of the legally nebulous concept: of equal educational opportunity

Coons, Clune and Sugarman offer the following constitutional test'

"the quality of public education may not be a function of wealth other
than the wealth of the State as a whole. The p1aintiffs success in

the California case was - due to both the legal rationale and the consti—

=

tutlonal test they proposed.
The facts in the California case were not markedly different from these in

Virginia or Illinois.' Wide variations in per—pupil expenditures are

" due to varying levels of wealth and tax effort among localities. The

A

8tate Foundat:ion Plan provides a greater percentage of funds to poor i

: school districts than to wealthy ones._ However the tempering effect of

o
1

State aid s inadequate in its result. - 3 |

oy "3;. . O L i L

The f1rst important legal dis tinction between the Cahfornia and Illin01s

‘ca.ses is the Caliform.a Court‘s classlfm cation of education as a cons__t_itutionala_ .




right which must be provided to all on equal terms. Thus, school finance
is a funda'mental State interest requiring that expenditures not be a
function -f the wealth of the locality in which a child happens to reside.
The California Court cited no legal precedents for its point of view that
school finance is a "fundamental interest." However, it noted that, "The
fundamental importance of education has been recognized in other contexts
by the United States Supreme Court and by this Court," in cases involving
school bu‘s transportation, racial integration, and the right to attend
public schools. Comparing education to other "fundamental interests" the
Court stated that "....in a larger perspective, education may have far
greater social signif icance than a free transcript or a Court appointed
lawyer." (These items are guaranteed to indigent criminals by earlier
Supreme Court decisions.) 'fhé right to vote is guaranteed by the Constitution
to al1 people on equal terms regardless of wealth and " . ..education makes -

more meaningful the casting’ of the ballot."*

The second mjor difference betveen the earlier and later cases is 'the
later finding that the present revenue raising system serves no compelling
State interest. If the purpose of decentralized funding 1is to allow local
fiscal choice, the present funding system effectively proh'lbits poor
distri'cts from exerting that 'choice. N For them a heavy tax yields little
t"revenue"' therefore, poorer school districts "have’ only a’ little leeway in

L de termin ing their expenditures.

*Supp. , 96 Cal. jRptr . 60l'; 6l6,618
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- working ;hfbug'h ‘the political process.

The conflicting results of the opinions handed down by the Illinois and
Virgi_nia Federal Court and the California State Supreme Court will |
probably be settled finally by the United States Supreme Court. Coons and
Sugarman, lawyers for the plaintiffs in the successful California case,
have proposed a legal 'remedy" fecr the present inequitable method Of.
school finance which is far more workable than the one proposed earlier.
The lack of a legally viable remedy was one major factor in the Illinois
decision against the plaintiffs. However, it remains tb be seen whether
the Supreme Court will accept the Coons-Sugarman argument that education
is a fundamental interest constitutionally guaranteed to all on equal

terms regardless of local school district wealth.

The Court decisions handed down as of this writing provide little precise guid-
ance for remedial action to the concerned educator. T:his is as it should be.
The duty of the Courts is not to prescribe wise educa;ional policies, but
ratheL: to proscribe the limits beyond whicﬁ educators legally may not

go. Even if the California State Supreme Court decision should be upheld

by the U.S. Supreme Court, educators will still have to decide (1) whether

school funding should be a State function solely or a joint State-local

‘functjron, and (2) how school funds should be expended. The Courts will

not and should not be relied upon to establish a preéise definition of

| ‘r-eqd‘;;l educational opportunity. That task must be left up to educators
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’ Lawsuits chalienging State'bschool finance systems compiled by

the Lawyers Committee for Civil Rights Under Law are included ,

in Appendix B of this report.
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CHAPTER 5

ORDERING PRIORITIES IN EDUCATION

INTRODUCTION

Perhaps no subject has received more attention in recent years
than equality of educational opportunity. Yet despite all this
attention no concept remains as vague both to the layman and to

the professional educator.
Why are the difficulties so formidable?

First, there is considerable coqfusion in the governance of
education. All thi'ee levels of Government acknowledge some
responsibility but there are no generally accepted lines of
demarcation .;between Federal, Sta‘,tﬂe,. and local authority. Even
if v’/e could agree on definition qu' the Vvt.e’rm equal educational
opl),"ertﬁnity there would still be a probleni "in deciding which

level of Government is responsible for its achievement.

f;j’”econd, cu'rricula» irary greatly émong school districts, and

_ each stream of e‘ducatieﬁ'ﬁaé.difxfe'reut objectives. :Cons:e-

quently, individuals undertake education for very different

purposes. Ho can this diversity in educational objectives o

'and individual goa]s be :re'conciled under the general rubric of i

: equality in education? _1

- o
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Third, a considerable part of the difficulty is due tv educators
themselves. Too often they have attempted to define the term "equal
educational opportunity" with graudiloquent phrases ignoring the
complex differences in the authority structure and value systems
uhich permeate American education. Usually these definitions are
jittle more than a vague polemic about individual fulfillment and
societal responsibility. On this side of Heaven such statements are
virtually useless. Equality of educational dpporcunity cannot be

fully defined in 25 words or less.

DIMENSIONS .OF EQUAL EDUCATIONAL OPPORTUNITY

This chapter attempts to identify and discuss the components involved
in achieving a meaningful definition of the term. Each of the
dimensions identified above —- the cufficulaf, the definitional,

and the governmental —— will be discussed in turn. A fundamental
agsumption is that each of these three elements are inter-related.
Meaningful policy making is impossible unless all three elements are

considered together.

THE CURRICULAR DIMENSTON

Each level of education has its own special purposes. Basic. -

" education takes place in the primai'y’grades. Skills learned in t:hese‘

years are essent:ial for successful functioning in life at a minimal '

level. Somet:ime during the high school years the focus of .a young
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person's education changes markedly. High school students concentrate
on job-related or pre?collegiate education, but they al_so may be
encouraged or even required to take courses which are considered to be
in the public interest (e_.g_., civics or driver education). Basic
preparation (i.e., at least through nigh school) for careers and for
social responsibility are co-equal and complimentary tasks of American

high schools.

Throughout the entire schooling process students undertake certain
activities at public expense largely for personal fulfillment and
private enjoyment. Examples of these are dancing classes or sporting
events outside the regular physical education program. Assigning
definitions of equality and levels of responsibility may be different .
here. ' | ‘
Of course there will be differences-of op:-Lnion_about precisely which
courses of studyl;f.all into each qf the three categories: basic
education, caree:r.":_i educ_:ation, and private _interest education. Bgt ’
pro-blably tﬂost_éédple_ wéuld a.'gry:'ée. that”it.: is impor;tant to makg these
distinctions. Othgfvige “each normal student would be equally entitled:
to exactly the; samé set of educg;ional'services as every Q_ther
stﬁdent. Thi_s might r_e_e.glt in exactly the kind of_’le_velir.lg‘ which_ .

the opponents .of equal ‘educatiq_nal_,opp_or_tunity‘forecast.V L "

i
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THE DEFINITION DIMENSION

Too often equal educational opportunity has been defined in the

abstract, without reference to assigning the level of Government

* responsibility or the types of irstruction included. This is unfor-

tunate because it results in unworkable definitions.

This is not to imply, however, that definitions are unimportant.

Definitions are necessary when combined with the curricular and
governmental -elements. However, the definitions need not -be
universal. Rather the preferred definition depends upon the level of

Government and .the type of education under consideration.

With this in mind we can bégin to look at several definitions of

equal educational opportunity.* " First, equality could be defined

3 i in terms of equal expenditure per pupil. Under this definition

LT

educational units would have to spend the same bnumb'er of dollars on

. gservices for each pupil. Secord, equality could be defined in terms

of educational services, the costs of which would vary dei)endihg'upon

: ,] the location and organization of éac':h”educ'ati’onail unit. Third,

equality could also be defined in terms of student performance on
achievement tests. This definition would require that vastly
differeni:'.:sérv'iéest ‘and ‘sums of money be spent on 'diffe're'vnyt 'students

in order to bring each student up to an aéceptable standard: =

*The three definitions considered seem to this author to be the most

reasonable ‘ones suggested.. For a fuller .discussion of these and
_ other definitions see Arthur Wise, Rich Schools Poor Schools
- (Chicago: University of Chicago Press, 1968) ch. 8.
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‘fication were made according to rational criteria related to educational

be a function of the weai.‘th of the State as a whole? The three

So far the definitions have been expressed in terms of individual '
students. However, mathematical preciseness may not be possible or

desirable in each individual case. It would be more reasonable to

express the definitions in terms of groups of students. These groups

could be based on students' grade levels, socio-economic characteristics,

or courses of study. Any identifiable group of students could be

classified separately from other groups. If the classi-~

need, no violations of the definitions established in the last paragraph

would occur.

On the other hand,pupil classifications based on criteria not related

TP L T AT O O

to educational need are antithetical to the idea of equal educational

opportunity. For instance, pupil classifications shculd not be based

on factors like district wealth or location. Most educators agree

that the racial and social mix of each school building should reflect !

the composition of the community as a whole.

THE GOVERNMENTAL DIMENSION

Perhaps the most important decisions regarding equal educational
opportunity are political ones.” Within what jurisdiction shall °

opportunity be equalized? In terms of school financing, is it sufficient

to make the funding of a'child's education dependent upon the wealth™

of a local district?" 'Or''should the ‘level of ‘aducational expenditure -

¥
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poiitical jurisdictions which must be considered are the local school
district, the State, and the Nation. However, constitutional and
statutory arrangements are different for each level.  All local Govern-
ments including local school districts are merely creatures of_ the
State. As was noted earlier, States may impose any regulations they
wish upon local jurisdictions, or even abolish them entirely. The
same legal relationship, however, does not exist between the States
and the Federal Government. States are semi-autonomous; they may

not be abolished and may do anything not proscribed by the United
States Constitution. Since the Constitution has only a slight
bearing on education, States are, legally speaking, the most
important educational unit. These legal arrangements must be kept

in mind when prudent educational policies are being considered.

Since local Governments are established for the administrative
convenience of the States, their taxing powers are limited by
State statutes. Localities are also frequently constrained by

the practical necessity of keeping their tax rates in line with
neighboring communities. Volume two of this project demonstrates
that localities vary markedly with respect to the size of thelr tax

bases. In most States the wealth (however defined) of some local

 jurisdictions exceeds that of other jurisdictions by at least three

to one. (States themselves vary with respect to taxab;le resources,

but the variations are not as extreme as the___typical"iraz_‘iations
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among localities within the same State.) These intra-state differences
in fiscal capacity must be kept in mind when devising practical solu-

tions to educational finance problems.

Another practical political factor constraining educational policy-
makers is the fact that historically education has been largely a local
responsibility. Most Americans traditionally view all phases of educa-
tion, including finance, as primarily a local matter. Any departure
from the status quo always encounters opposition. This is especially
true today when community control is such a major issue and many
people are imbued with the false notion that full State funding
inevitably leads to full State control over all phases of school

operation.

The fundamental conflict is this: under law the State is responsible
for school funding; in fact localities have exerted primary control
over school funding, as they have over all other phases of school

operation.

Summarizing, these are the dimensions which must be considered in

seeking equal educational oppu:tunity és a workable goal.

Curriculum — Should -every course offered be available on the same

terms available to all children? If not, which courses of study
should be universally availab,lé and what courses selectively avail-
able. Are there any studies i)lhich should not be publiciy financed

under any conditioﬁ?.
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Definition -- There are three possible definitions: equal dollars,
equal educational services, equal levels of educational attainment.
should these definitions be applied to individual students or to groups
of students (e.g., normal students, gifted students, etc.)? If
classifications of students are made, these olassifications should

e based on special educational need, not on irrelevent factors like

district location or district wealth.

Political -- What is the proper role of each level of Government in .

the governance of education. Should the quality of a child's education
be a function of iocal community wealth or the wealth of the State as

a whole? If some form of~State—loCa1 partnership in educational funding

is desired, what will be the role of each partner?

MAKING CHOICES AMONG AID FORMS

Here we will not attempt’to'discussvall conceivabie‘aio forms. Instead
the discussion will be 1imited to those six distribution mechanisne
which are currently-in use or which seem 1ike1y to accomplish importanu‘
societal goals. .Three of the six models combine State and local

funding, three are full state funding models.

§ix fund distribution.models wiil be defined and the operation of each

will be outlined.




The six models are:.

Traditional Formulas
Power Equaflizing )
District Equalizing

Full State Funding

‘Full St:at:e Funding of specific educat:ional

services or programs
Full State Funding with limited local

supplementation

Traditional Forinulas

The traditional formulas are Flat Grant, Percentage
Equalizing, Strayer-Haig Minimum Foundation, and

Guaranteec_i Tax Base. Earlier chapters of this project

have discussed the operation and results of ,t_raditional Bk

formulas in some detail. . ,That:v.discussion will not be
repeated here. Whichever one of the four is used, States
t:ypically allow subst:ant:ial local fiscal supplement:ation

beyond the m.a'n.d_ates of the State-wide programsi. v

: Alt:hough each of t:he four t:ypes of formulas differ in it:s
lpreciae mechanism t:he result:s of all four are about: the -

‘-same. First:, the St:at:e distribut:es most: of it:s money in ¥
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such a way that makes all local districts equally able ‘

to support a minimal level of educational expenditure. -
Second, most local districts raise additional money
beyond the mandates of the State plan. The amount of
additional money raised is a function of 1oca1 wealth.

Thus the wealthiest localities typically raise the most:

money. As a result, these local funds dlrectly undercut

the State's efforts at financial equalization.

2. Power Equalizing Plan
Power Equalizing guarantees a given tax yield (that is,

a given number of dollars per pupil) for any tax rate

a local ydistrict chooses to levy.

Suppose, for example, the State wishes to ‘guarantee
$25.00 per pupil for every mill levied. Then, if
District A levied a tax of 30 mills, it would spend
$750 per pupil ($25 x 30 mills). If District B taxed
at only 20 mills it would spend at the rate of $500
per pupil ($25 x 20 mills). In this way expenditures
of every local district would be entirely a function of

its tax effort, ‘not its 1oca1 assessed valuation.‘

The only feature distinguishing this from tradi tional
formulas is that local districts which raise. a dollar amount

‘per 'pupil in excessv of the State‘-'guaranteed amount would

e
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have to pay back the excess to the state for redistribu-
tion to poorer schools (i.e., those with less valuation

per pupil). The following table illustrates this.

(1) @ ?» w 06 (6 o
pistrict - Actual yield 'Guaranteed yield - tax actual guaranteed difference
Name per pupil per pupil from ‘rate tax yield tax yield between
from a a 1 mill selected -per pupil per pupil -actual
1 mill tax tax by each col 2 x col 3 < < and
‘ : district ol 4 col 4 guaranteed
' : , yield
col 6 _
col 5
A $35 $25 30 $1050 $750 - $300
B $10 §25 20 200  $500 + $300

Thus in the example school. district A would be required
to pay $300 per pupil to the State. District B would

receive $300 per pupil from the State.

‘If district B were willing to tax itself at the rate
 of 30 mills (insteed. of only 20 mills as was. assumed
in the examule) it too would spend $750 per pupil.
However the primary purpose of the Power Equalizing
Plan is not to equalize expenditures among dist:ricts
wit:hinva' Stgte, but rather to tie tax yiel_ds directly

to-tax rates.
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District Equalizing “Planv
This model is motivated by the findings in the educational
research done in the past ten years. Educational research
shows that children of middle—class parents 1-end to do
well in school; children of poor parents tend to do poorly.
Thus, a school district's educational success '.{.s largely
determined hy the socio—economic composition' of its |

\

students.
The ultimate purpose of‘_,District Equalizing is to equalize
districts levels of educational achievement by spreading

wealthy families and poor families equally throughout

the school districts in a State. This plan requires that

* a local school income tax replace the property tax as the

ll‘ocal‘_sc'urce for school funding. ‘*'I"hevlocal school income
tax would be progressive in the typical_ manner. . But the
tax also would be "doubl_‘e progressive'' because the amount
of school tax any person pays would depend on (a) his own
incorne level ':aud '(h) the'.a\.rerage income ‘level of the

school district in which he 1ives. Thus, a person‘making |

’ $20 000 and living in a school district with high average :

income would pay more  local school income tax than a person
making $20, ooo and living in a school distrir‘t with a iow N

average income level .




The level of expenditure which the ‘3tate supports would
vary inversely to the average income level of each loca1
school district. That is, the State would guarantee to

~districts with below average income levels a ‘higher

T

level of expenditures ber pupil than it would districts

with high income levels.

The rationale for such an expenditure system is a simple
one. Children from low income families and low income
environments (school districts) need a higher level of
expenditure to reach educational attainment: levels as
high as those of children from wealthier families and |

- environments.

Citizens of wealthy connnunities_, confronted"with highj
State taxes and lower State aid would have three
options. ! l) They could keep their community wealthy

and exclusive and simply pay the _tax. (2) They could

build lower income housing in their community and invite.

the less well-to-do into ,theﬁghborhood. (This would
'1ower the average income level of the school district
and hence reduce schools taxes.) (3) Individual
citizens in wealthy communities could move to'a’ less
expensi'vecommunity'.' All three of these options would

'. _Iproduce desirahle'"outcomes. R -:"! ‘
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If option one is chosen, the wealthiest. connnunities
would receive no S.tat’e aid whatsoever. They would fund
éducation entirely‘from local sources since their tax
rates would be very high indeed. This is entirely
equitable because these wealthy school: systems in .
exclusive communities are really quite comparable to
private schools. Under options two and three, . local
wealth, as measuredby family incot;le, would be more
equalized throughout the State." Pockets of wealth and
poverty located close together would tend to disap'pea'r,‘
(or at least, the extremes would be mitigared) because
it would be to the advantage of each person to live in a

community with an"vaverage wealth lofier-’than his own.

'Ihis system might accomplish more to equalize the
performance levels of children ia var*ous school districts
throughout the State than tl;{e current reliance on purely

legal mechanisms -- like court-ordered massiv\e busing

and racial desegregation;

The object of such a plan would be to equalize districts

not with respect to money. available, but with respect to

_those things which make a.much’ greater difference in
L education; nameiy, the socio-economic level of the students.v.

| : By ta:'cing aad spending different amounts the popula_tion ,‘
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would be redistributed and the attainment levels of
students in different school districts would be

equalized.

4, Full State Funding

Contrary to popular belief Full _StateFundi'ng does

not require State control over the operatien_of

schools. Legally States may exercise whatever

controls they wish regardless of what governmental

unit raises the money. Empirically, studies shdw

great variation in the amount of control States

choose to exercise.* But there seetns to be. no relation-
ship between the degree of State eontrol and the

percentage of State funding.

The simplest model for Full State Funding 'w'oulld'» S
require no State. control over the | operation

‘and f'ontrol of local school districts. States would,
'ovf course, determine how much money each local school

. district had at its di_s_posal.

o The simple kcy to this plan is that the State would
- take over‘ the entire revenue raising respon31bility.
.Under this plan funds could be distributed on a weighted

‘or unwei ghted pupil basis. If weights are used they '

fo

*See Chapter 4 of this study.‘_




should be established by a non-partisan State body as
independent from politics as possible (e.g., the New York
State Board of Regents). The weightings should be reviewed

by the board frequently and changed when necessary.

State Legislatures would appropriate education funds in
sach a way that 1ocal' school districts will know roughly -
how large their basic budget will be well in advance of the
actual State fund dist:ribut:ion. "This is essential for sound
local planning;. the further in advance the State education
fund is det:ermined ‘the better the local planning will be.
In order to achieve the benefits of advanced planning

Legislat:ures could establish education crust funds with

biennial appropriat:ions or it could. set up 3-5 year appropri-

ations which should he i_nviolable :once‘ they are made.

\ In addition to 'he.basic fund described abOVe, ‘the State
“‘should est:ablish an incentive fund to encourage local educational
‘j,innovation. This fund would not 'have to be set aside by
the Legislat:ure more than one year in advance'. Its size could
depend upon t:he general fiscal circumstances in which the
stat:e found itself in any given year.‘ Local school dist:rllcts'
: 'would have prepared cont:ingency plans for the expenditure :
of t:hese ext:ra monies. The same Stat:e body asslgned t:he t:asks

'g of weightings would decide for or against each local plan

ff/
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on the basis of its merit. This innovation fund would serve
as a basis for cost-effectiveness studies of various curricular
programs and teaching strategies. The weightings established
by the State board would be revised periodically on the basis
of the studies and experiements financed by the innovation

Vv

fund.

Past experience with these State innovation funds indicates
that wealthy school districts generally benefit most from them.
One way to circumvent this difficulty would be to set aside a
certain percentage of the innovation fund for various types

of districts -- rural, suburban, small, large, etc. This
would encourage each type of district to compete for the funds

only with districts of similar capacities.

The ad:"Jantage‘s' of such a plan are numerous. Perhaps the
greatest advantage is that local school boards and adninistrat'ors
uould be freed from the'burden of worrying over their financial
situation and could concentrate ‘exclusively on education. Such. |
a system would place emphasis on the efficient management of

a school system, local officials would be free to use whatever

comb:tnation of inputs ‘they wish They could employ any mix of

» teachers, any mix of instructional materials, and any mix of
. support services.- This Full State Funding model provides the o

fullest equalization of educational dollars to all children

regardless of where they live.
- t'.97‘
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The obvicus drawback to this plan is that local school districts
could not determine thé magnitude of the educational resources
which they could invest except insofar as they benefit from

the innovation fund.

7

Full State Funding of Specific Educational Services’

or Programs

Under this model States would fully fund certain educational
services or programs, local districts would be free to fund
other serv:_ices/programs to any extent they wish. This model
addresses itself to the defic‘i.encie's mentioned in the last
sentence above, namely it might be deemed desirable for local
education agencies to have independent rights ﬁo finance
locally those educational programs which are largely in the
local intérést. It could be argued that lqcél districts should
have the right to conduct these activities but that people

from other localities should not have to help fund them.

This funding mddel,' like the previous one, dfou.l‘d require
appropriations 3-5 years in advance. A nbn-%{partisan State

board would set the "pupil weightings. Thei'é'; would be both
the basic fund and an innovation fund. i |

This model (five) _illj.ffe‘r_sbf‘rom'mc‘gle]_. four in'the degr_eef:of

State control required. .Under this model the ‘State board
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would determine exactly the educationalvservices or programs
for which the Stéte funds coulq be spert. Local school
districts could not spend more than the State allotment for
those purposes designated by the State as being essential.
For instance the State board might decide that certain
couponents of the scﬁool_program serve a public (i.e., State)
purpose. This would mean that local districts could not
supplement their State allotment for these components

with local funds. On the other hand the State education
board might decide that inter—scholastic athletics, for
instance, serve a purely local purposé and should be entirely

paid for out of local taxes.

If the conceptual distinétion is clear, the practical
difficulties of such a plan are enormous. .For instance,
suppose that the State decided tovfuhdgphﬁéical educafion.'
facili:ies'ﬁut not to fund facilitieé;fbr inter—murai
competition. How would ?he costs beyéppqrtibned for a

gymnasium which serves both‘purpoées?L

Obviously elaborate State;regulétions'ﬁould have to be

 ‘established éu;iining‘which budget items are State financed

and which are locally financed.
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Since the most important educational activities would be

financed entirely by the State, presumably'the State -

would not allow the quality of these essential”programs to

become inadequate. Model five would create substantial
State controls. However, local school districts could use ‘ . !
their own tax sources to provide the extras which are of

purely local benefit.

Also model five has some . interesting possibilities from a v a

budgetary point of view. States could establish conventional_

line~item budgets funding such items as teachers salaries,
textbooks, etc. Or States could establish program budgets,
funding Physical Education, English, etc., allowing local school

districts to establish whatever mix of services they prefer.

6. Full State Funding with Limited Local Supplenentation |

Under this model each locality would be allowed to supplement

its State appropriation in any given_percentage amount, sav

10 percent. Thus if the State appropriation to a 1ocal

district were say $1,000,000 the locals could spend up to

$l lOO 000 Like other Fu11 State Funding models this model |
S also envisions a State-wide non-partisan weighting body, |

ample time for localities to plan the expenditures of State <

‘funds,‘and establishment‘of a fund for innovation,‘as well_as

a'basic fund.

-----
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Like the previous Full State Funding model 1oca1 supplementa—
tion would be permitted hcre. ‘The 1ocal revenues would provide‘
any extra services deetned desirable 1oca11y. But under the
previous Full State Funding model, the kinds of extra |

services any local school district could provide were .

' proscribed but their costs were not. Under this model the

kinds of extra services are not proscribed but their costs |

are. The rationale for this plan would be that the extra

10 percent is of purely local import. |

Existing school funding mechanisms have their drawbacks, but

‘8o do nearly all the alternatives. 'Y‘he heart of the dilemma

is this: How can the State insure equal'e'ducational

opportunity while simultsaneously insuring a substantial

- amount of local control,.which is considered desirable by

almost everyone.
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mxzw OF THE FINDINGS OF RECENT STATE
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GENERAL COMMENTS

Nearly all of the reports réviewed here origivnated from
one of three sources. Some were prepared by spe;:ial commissions appointed
by the governors. Others were prepared by coxmnit"itee staffs of the state
legislatures. Sfill other reports emanated from private (usually business)
organizations interested in education. Freq‘uently,l ‘experts in school

finance assisted all three types of groups in prepaiiing their reports.

Some reports ii}eal ohly with narrow areas within the broad
field of school finance - eg. property taxétion, or aild to private
schools. Other reports make emphatic and explicilt rec;pmmendations
in some areas but bareiy touch upon éthers. Hence these state reports
cannot be viewed as entirely comparable in a;xy sense. They were prepared

by groups with different points of view and cover a diversity of topics.

The value of considering these reports en masse lies not in
. their comparability but in their diversity. If reports prepared with
different view points in several states cite the same problems again

and again, then we can assume that those problems may come under the

aegis of this commission. The following chart considers only those

issues which arose frequently and in a variety of specific contexts.

Several statss are missing from the chart; sémething should
be said about them. They are missing either because there was no
recent report on school finance conducted af. the state level, or
because such a report existed but has been unobtairiable. States
which have not conducted statewide school finance studies recently

are either deep south states, very small states without marked growth

g @
105 Y ' ¢

106

P e b s ot o2l

N R

3

R Wl e

-

S



(Delaware, Rhode Island and Wyoming) or states substantially below
the national average in both level of state support for education and

level of expenditure per pupil.

Judging from these studies, pressures for school finance
reform seem to be most intense in the large states which have high
levels of expenditure per pupil but only middling or lqw levels of
state support per pupil. Such a situation implies that a great portion
of the money for education in those states comes from local. property
taxes and that the desire for property tax relief may be the greatest
single impetus to school finance reform at the state level. Most

other states which have long traditionally provide high levels of state

support for education are also conducting studies.

A discussion of the chart

Uniform property tax assessment: This really involves two inter-

related types of concerns. Some reports suggest that assessing
practices be standardized so that all localities assess at the same
percentage of true value. Southern states seem most coucerned about
this problem. Some other states have already accomplished this goal.
The second concern of many larger progressive states (California,
Michigan and Minnesota for instance) is to standardize the tax rate

for all districts in the state.

Decrease Reliance of the Property Tax: It is not surprising that

states with the highest levels of state revenues for education are

least likely to call for this reform. They have already achieved a
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situation in which a relatively small“proportion of the total education
expenditurgs are financed through local property taxes. As was mentioned
previously these states, where local property taxation seems to be
heaviest, (eg. Michigan, Minnesota, Illinois, California) are the

most active in appointing school finance study groups. It is study
groups, in turn which are most insistent upon increasing state Levei

expenditures for education.

Finally more studies than are indicated by this chart express
a desire for local property tax relief. However they do not specifically
recommend that step because they see no alternative sources of revenue

forthcoming.

Making education more efficient: The call for efficiency is now

almost universal among all categories of reports in all sections of
the country. However nearly all state level reports fail to’ oflfer
detailed explanation of where monies can be saved and how these
efficiencies can be accomplished. Thus proposed reforms are usually
explained in catch phrases like PPBS and MIS which give short defini-
tions of the terms and equally scanty descriptions of how to implement

these techniques in education.

Encourage localitieg to tax above required levels and tend to equalize

educational expenditures among districts: Should localities be

encouraged to tax and spend especially high amounts of money on educa-
tion or should they be restrained from doing so? Columns four

and five are intentionally designed to point out a major dichotomy in
school finance thinking between the "libertarian" and "egalitarian®
camps. (Dr. James' terms)
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about half the studies taking .‘akpositio.r;'ox"x this question
suggest that étates restrict localities from taxing above stipulated
maximums. At their mildest these restrictions would simply take
the form of requir“ing' LEAS to secure voter approval for specific tax
"overrides". But some reports suggest tl':'i-at localities be limited
absolutely in their expenditure per pupil for most categories of
educational services. Egalitarians argue that only wealthy districts
with priviledged children can afford extremely high tax rates. Yet

it is precisely these priviledged children who are least in need of

extra expenditures. This line of argunment suggests that these extra

dollars would best be taxed by the state and spent on children with

greater need for extra educational services.

On the other hand the "conventiconal wisdom" calls for
allowihg localities to spend what they like on education. "Libertarians"
feel that in this way some localities will desire to develop exemplary
practices. Neighboring districts will then be stimulated to adopt these
same practices and eventually education levgls everywhere will be upgraded

by this healthy competition.

Business organizations tend to support the egalitarian
view; teacher groups generally adopt the libertarian position. Flacing

limitations on local taxing powers is an old idea, but it has received

renewed and favorable attention from several leaders in the school

108
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finance field. The question vf whether to encourage or restrict
localities in their =fforts to finance education is likely to
confound the experts in state-local school finance for as long as

local school districts continue to exist.

Institute new state-wide taxes for education ahd increase the total

volume of funding:

Nearly every report recommerds that the state provides
more revenues for education and many reports suggest that the local
tax burden be reduced. Few reports, however, make any sUggestigns
about how states should raise more money for education. But among
the few states which do consider taxation problems, increasing the

state income tax is the most frequently mentioned proposal.

Many schocl fina ice experts state plainly that it is not

their function to advise on the state tax structure. They see their

function as one of giving judicious advice on how to spend the mo::ey,

not how to raise it. Yet some of these same experts are not at all
reticent to offer advice on local tax structure when they argue for

decreased reliance on the property tax.

Inméve "need" definitions:

The state reports reviewed here are virtually unanimous
in their agreement that current support formulas do not accurately
reflect pupil needs. However there is no unanimity on just what
constitutes a legitimate "need". These reports consider three
basic types of approaches to apportioning state afd on the basis
of need. 109
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One set of approaches attempts to compensate for differences
in the taxable wealth per pupil among the local school districts
in the state. In most jurisdictions the only form of taxable wealth
is real property. Therefore this form of neéd grant proﬂrides funds
in inverse proportion to the a_ssessed value per pupil of each district
in the state. "Poor" districts - those with little taxable property
per pupil - receive moire state funds than "rich" districts - those
vith more taxable property per pupil. Many state reports simply
suggest that the amount of state funds apportioned on this basis of

need, assessed value per pupil, be increased.

A second approach to the problem of apportioning state
aid on the basis of need recognize the fact that it requires
different amounts of money to provide the same level of educa-
vional service depending on vwhere in thne state the local district
is located. Every state has low cost areas and high cost areas
and a few of the reports reviewed here suggest that the factor be

taken into account when determining local "need".

The third dimension of educational need considercd in the
state studies is possibly the most complex. In the past 20 years
educational researchers have found that it costs vastly different
amounts of money to educate students of varying social backgrounds
and mental capacities up to "acceptable levels". For instance, educating
a severely autistic child to tie his own shoe is a very different thing
from educating a normal. third grader to recite his multiplication tables,

yet the former may cost about twice as much as the latter and both may
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be an entirely acceptable level of skill for that child. Many studies

suggest that states apportion their funds récognizing the extra costs

involved in bringing children up to acceptable levels of performance.

Provide more money for specific educational programs and simplify

state aid formulas

Once the definitions of need are agreed upon many state

studies then go on to consider how the money should be apportioned
- to the localities. There are two basic ways of passing money from

state governments to local school authorities.

One way is to give aid explicitly for a single purpose,
say, the education of culturally deprived children or pupil trans-

portation. Aid given inthis way requires strict financial accounting

at the local level so that local districts can prove to state

authorities that they spent the money on the educational program

for which the appropriation was intended. This form of aid also

makes the financial distribution mechanisms more complex at the state
level. Every specific program the state wishes to support and requires
the locality to account for requires a separate basis for appropriation

and a separate line-item in the state school budget.

In several states where the aid distribution formulas have

grown to almost Byzantine complexity, legislators and otirers have

begqun to dispair of ever understanding precisely how money ig passed

from the state to its localities. (More than a few schocl finance

professionals are perplexed too, but generally they refuse to complain

probably feeling that if they don't understand how the formula works,

it is best not to admit it ) Y&

-




The second basic way of distributing state aid meets this

Cn B “",
objection. Funds can be distributed throuch general or "hlock" grants
(about the same thing) . Thg,se-'grants, usually parceled out on a per

pupil or per teacher basis, are much easier for everyone to understand.

‘However their main virtue is also their cardinal defect because they

do not take into account specific categories of differentially needy
school districts or students and generally do not require the same

preciseness in financial accounting.

At this point in time, most studies are recommending that
the number and size of specific state aid programs be increased.
However in a few states where the number and variety of state support
grants virtually defy understanding by reasonably intelligent individuals,

the studies suggest the elimination of specific grants.

Aid to private schools:

T..e chart presented here in no way represents the totality
of all states currently considering non-public school aid. Many state
legislatures are considering the subject without benefit of preliminary
state-wide reports. Many groups conducting studies were charged
specifically with making recommerdations on public school finance and

therefore omitted any consideration of the private sector in education.

conduct more state jevel studies on school finance:

Most suggestions for continued study center around three
areas: Increased efficiency in education, better measures of pupil
and district "need" for funds, and ways to make that states tax structure
more equitable.

THJOnes :mac 4 0)
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"FINAL REPORT AND RECOMMENDATIONS OF THE
ADVISORY COUNCIL ON STATE FINANCIAL
SUPPORT TO PUBLIC SCHOOLS"

Alaska Department of Education

Jon Peterson
Project Director (Stanford University) o

Januvary, 1970

o

-
-

/

-

~
The Council studying Alaska's educa'c/ienﬁl program almost immediately felt
that the operation of the presept-Bureau of Ind?n Affairs schools should
be transferred to the state within five years. oJcher areas of ccncern
were to what extent could resources be used, variations among district's
ability to support education from local sources, and to what extent
supplemental, educational programs were available particularly in the
area of vocational and special education.

R e TR ISVEE R

In the area of district school financihg the Council made the following
recommendations:

Basic educational programs in the schools should }
; include kindergarten, vocational education, and i
special education.

The states share of operating expenses for the basic
program of each district should be determined by
an equalized percentaqge method. )

The state should contribute 90 percent of the 5
operating revenues for basic programs.

The state Should encourage districts to develop ;
supplemental programs and should fund them in
the same proportion as the basic program.

In the area of rural education, the problems of education in these districts
should be considered by the state to be as critical as the other district
schools. They should be funded at not less than the same level as

district schools. The operation of the BIA's schools should be trans-
ferred as soon as possible and should have adequate assurance that the
quality of education would not be hampered by this transfer.




The Foundation Program would provide an allowance for loss reduction,
an incentive for program improvement, special education pupils would
be "weighted" three times, and present programs would be expanded up
to 55 professionals per 1€C0 pupils.
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ARKANSAS

Robert Harvey, Committee Chairman

"Committee Selected to Make Study and Evaluation
of the 1969 School Distribution Formulas and
Other Matters Relative to Public School Finance."
October, 1970

This committee wrote a brief narrative and summary and a proposed Bill
showing specific recommendations of the committee.

State financial aids are to be allotted on an equalization basis to
overcome the differences in salary in the varied school districts and
the differing local tax base.

Each local school district should participate in some increase if
additional revenue is made available for Mininum Foundation Program
Aid.

In order to continue and hopefully improve the educational programs
which do not meet an adequacy level, districts with inadequate local
revenue should be provided sufficient revenue.

Their proposed Bill is entitled: '"The School Finance Act of 1971,
providing for the distribution of state public school funds to local

school districts to increase teachers' salaries; and for other purposes.'

This Bill establishes criteria for the distribution of Minimum
Foundation Program Aid. If the school district meets the established
requirements, they will receive an amount equal to the previous year's
aid plus an equalization allocation.

Thie will be the product of the adjusted number of teacher units of
the district times the adjusted equalization rate per teacher unit.
The equalization rates are based on the adjusted valuation per teacher
unit in inverse order.

The table rates will be a three to one ratio of equalization for those
districts frcm the highest to lowest within formula.
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"RECOMMENDATIONS POR PUBLIC SCHOOL SUPPORT"

Statewide Council on Long~Range
School Finance Planning

Wayne Burnette, Chairman
Sacramento, California February 11, 1971

In order to eliminate the present complexities in California's school
financial formula and provide a foundation for management accountability,
a framework of financial support through block grants should be created
which would leave decisions on spending authority at the local school
board level.

A state-wide property tax of $3.75 should be levied to achieve equaliza-
tjon of the tax burden among California school districts. This would

t.e combined with additional state funding ($400 million), establishing

a broader state-wide tax base shifting away from low-wealth local property
tax based districts.

Suggested state~-wide revenue sources were:

1) personal income tax withholding

2) adjustment and increase of personal
income tax

3) increase in sales tax

4) tax on selected services

5) 1increase in bank and corporate
taxes

6) a severance tax sn natural
resources.

This Council will have a report by February 29, 1972, dealing with the
problems of:

1) an administrative accountability formula

2) built-in plan for property tax relief

3) more equal educational opportunity

4) simplification of accounting, record-
keeping, and reporting procedures

5) rationale for carefully defined school
district goals and objectives

6) method of expenditure control.

 i,A22
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"REPORT OF THE GOVERNCR'S COMMISS1ON ON

EDUCATIONAL REFORM"

State of California, Sacramento, January 1, 1971
Governor's Commission on Educational Reform
J. Stanley Green, Executive Secretary

In the area of school finance, this Commission made the following light
recommendations:

In order to shift the burden of financing from the local areas to
the state with the purpose of attempting to achieve equalization of
expenditures, California should establish a state-wide tax on all
taxable real and personal property.

The state allocation of educational funds should be directed towards
providing equal educational opportunity. This would be achieved by
the state providing support for schools based on the educational needs
of the individual districts. -

All legislative mandated educational programs should be funded by the
state and be implemented following a one school year deferment.

Management audits (i.e., evaluation of policies, practices, and
procedures) should be made available to districts upon request. This
should be financed by the state.

Legislation should be passed to enable school bond elections to be
passed by a simple majority.

The parents of students attending non-profit yrivate and parochial schools
should be granted some form of tax relief relating to academic tuition.
The closures of these schools would be a burden on the public school
system.

Legislation should be adopted requiring adherence to 2 specified
time line which would enable local school districts to plan efficiently
and effectively.

The California State Teachers Retirement Fund should be placed on an
actuarily sound basis to cover teachers presently coming into the
system and to liquidate the $4,000,000,000 deficiency of the present

fund over a period of years.
" li . W
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"STRUCTURE OF PUBLIC SCHOOL SUPPORT AND ‘
RECOMMENDATIONS FOR I:ROVEMENT'

California State Department of Education
Max Rafferly, Superintendent of Public Instruction
Sacramento, 1969

Frepared by:

Ray H. Johnson
Associate Superintendent of Public Tnstruction
Chief Division of Public School Administration

AND

R 2 LT ey

Edwin H. Harper
Assistant Chief
Division of Public School Administration

In an attempt to eliminate the wide disparity in tax effort, taxing
ability, and expenditures per pupil, the following Plan of Action has
been suggested:

The state should progressively work towards ultimately providing 50
percent of the needed revenues, less the federal funds.

State funds should be used to raise the foundation program support and
categorical aid support to realistic levels of expenditures.

In determining a district's eligibility for state funds there should

not be mandatory increases in tax rates. This would help to leave

‘ the control of tax rates for programs with the school district governing
board.

Allow for inflation and improvement of the level of participation in
estimates submitted in the annual support and local assistance budget
submitted to the Legislature by the Governor.

School finance measures should be acted on early in the General Session
of the Legislal;ure. : :

In order to meet the problems of public school finance, a Statewide
| Policy Committee on Public Schonl Finance should be established.

BR




“A 'FAIR SHARE' PLAN FOR FLORIDA SCHOOLS"

Clem Lansberg
Appropriations Committee: :
Florida House of Representatives
January, 1971

According to Gilbert L. Gentry, Chief, Bureau of District School
Finance, State of Florida, Department of Education, this publication
was prepared by the Appropriations Committee Staff and does not
necessarily represent the position of Mr. Lloyd T. Christian,
Florida's Commissioner of Education.

As a result of the 1970 School Equalization Act the current per pupil ‘
expenditure for 1970-71 is $769 -~ an increase of $200 per pupil during
the past three years.

This is the most fundamental revision in public school finance since
the beginning of the Minimum Psundation Plan in 1947.

The possibility of full state support was carefully examined in
1969-70. Although such an action was desirable from the standpoint
of equity, it was a fiscal impossibility to have full state support
with the elimination of local property tax contributions.

The additional dollars allocated to the districts would b» placed in
the "Other Current Expense" category rather than in a specific area.
This would give the local school boards the responsibility of determin-
ing how it is to be used.

B RS A 1 e

A built-in cost of living adjustment should be included in the budget 5
requasts of the Department of Education. ;

The local contribution of funds required should be raised to seven
mills and the value of each instruction unit should be increased by
$3,300. There should be full 100 percent assessment in all districts £
in 1971. ’

P

To improve communications between the legislative and the school
districts, the counties should have their total instruction units
placed on computer prior to the beginning of the sessions. Then the
legislators ner1 to act on this information early in the session.

Lot ginct
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The funding of the minimum foundation program should be put on a "current

year" basis. This could be accomplished by estimating allocations for
a current year with a mid-year adjustment.

Some type of remedy, perhaps a tax advantage, should be given to those
districts with an educational overburden. This should apply to those
areas where there are extra demands made on the tax dollar and in those
areas which take on additional tax burdens for schools and other govern-~
mental services.

Ir.creases in primary funding to the public schools will be for special
classes (i.e., kindergarten, exceptional children, driving training,
physically handicapped, vocational education).

Deriving a new funding formula is of prime concern. One overall funding
index should provide more equalized funding for all student needs.

A uniform accounting system should be used to gather cost information.
This is essential data to make a change in the funding formula.

Rather than depending solely on "degrees" and years of experience to
determine salary levels, incentives for excellence should be established
based on teacher effectiveness. The current salary ranks should be
reduced to two unit allocations, B.A. holders and Master's degrees and
beyond.

One half of the funds allocated for research and development must be
spent on assessment. Innovative and experimental projects must be
carefully reviewed by the Legislature. The pilot projects to test the
validity of the Extended School Year must be evaluated and recommenda-
tions made.

The public investment is so extensive that they have the right to see
results. The educational leaders are held accountable for this. The
Commissioner of Education is charged with developing an assessment
procedure for presentation to the State Board of Education and the
Legislature.

126

N PR s

PO R

PR b d2is

203 ot abrrme sEBE A VE 7T T




Certainly the leading issue is educational accountatiility. The
leadership of major educational interest groups must be i1 communica-
tion with their respective ziembers on & continual basis. Communication
in this area is the responsbility of both those in the educational

area and in the Legislature.
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[ '""MASTER PLAN FOR PUBLIC EDUCATION IN HAWAIT"

[ o State of Hawaii
Department of Education
Honolulu, Hawaii
September, 1969

Ralph H. Kujosaki
Superintendent

Hawaii has a unified state-wide school system. Rather than reliance

on property taxes, the cost of the schools is more equitably distributed
over various forms of taxable capacity at the state level. The source
of their money is from the state general fund and state special funds
and federal revenue. Money for the state general fund comes from an
income tax, personal income tax, and a corporate. income tax.

According to Hawaii's study, the most potent force for equity is the
basic resource allocation process.

In order to achieve a top school system, a state must:

1) 1locate specific needs on community, school, and student
level

2) allocate resources based on those needs

3) | spend remaining dollars where they would be best
utilized

The recommendations made in the area of planning and budgeting are:

develop an effective evaluation method of student and
Department of Education performance. -

need a system of projecting financial forecasting,
planning, and analysis, correlates needs to resources,
and performance to cost effectiveness '

need' Planning, Programing,bBudgeting System that is
"appropriate, workable, practical and useful."

use state-wide informati N, system to locate management

needs e
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develop system of management reports which gives status
of educational program in its entirety

consider building a Department of Eduvcation endowment
and develop plan to achieve it

consider developing system of program and financing
plinning and management that will utilize computer
technology

develop a Department of Education 'Strategic Planning
Center."
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“REPORT AND RECOMMENDATIONS OF THE -JOINT
COMMITTEE ON SCHOOL FINANCE TO
THE 1971 LEGISLATURE"

State of Kansas
. Senator Joseph Hardin, Chairman
January 13, 1971

The Joint Committee reached the following conclusicns and recommendations
in the areas of income taxes, state aid, and property tax relief:

An individual income tax should be applied statewide at a
uniform tax rate. A withholding system should be used and ]
it should apply to everyone.

The total state aid to the districts should be at ieast 40
percent of the operating costs. A new distribution formula
should be derived to replace the general aid formula under
the foundation program and supplemental aid law.

e e e a5 Kt

The objectives of the new distribution formula should be
equalizatfon among districts with respect to educational
programs and taxpaying ability and relief from property
taxes via a district income tax.

The state share guarantee should be based on per-pupil costs.
In determining local "ability," income should be considered '
along with property. There should be an adjusted general
tax rate which is at least equal to the median rate of all
districts in order to qualify for the full entitlement i
of general state aid. i

]
:

Property tax relief should be provided through a combination
. of school district income tax, increased state aid, and | &
R realistic budget control on operating expenses. : ,%

Two bills were propdg:ed to follow through with the Joint o

= -, Committee's recommendations on School Finance. The first ’/
bill would provide for a school district income tax and i

_ , ‘ increased state income and privilege taxes on certain
' o individuals and organizations to help finance state aid; ;
a new general state aid formula, continuation of the trans- a ;
/ portation allowance and the county school foundation fund; ;
and budget and tax levy controls. The second bill amends

certain parts of the 1970 "taxuliid" law that relates to school

| :‘:.\)‘ | . . o 3
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Main Education Council

"Phe State Investment in Main Education"
A Progress Repsrt and a Proposal

Report No. 1

December 1, 1968

TR

This Council proposed that the total state aid contribution
should be increased and the present state support formula
should be revised to create a UNIFORM SCHOOL FUND.

A1l areas should tax at same rate; those municipalities with
extraordinary municipal costs should receive relief.

Transportation costs would be 100 percent reimbursable.

An incentive to develop innovative programs would be provided
through a monetary fund.

Although there will now be a proclivity for smaller units to
join together, the 10 percent bonus should still be continued.
If the proposed U.S.F. is not approved by the Legislature then
a 15 percent bonus should be paid.

The Legislature should annually decide the current cost of the
state support formula.

School construction bonds should be backed up by the credit of
the state. ‘ :

The school constitutional aid should be restored to 40 pei‘.cent.
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Associated Industries of Maine
State Department of Education Report
December, 1970

Before increasing the number of post-secondary vocational
schools, enrollments in the present ones should be increased
and the efficiency must be improved. Presently vocational
schools at the high school level are not being utilized to
capacity in the areas of scheduling, transportation, programing
and student attitudes.

Schools should be mandated by the Legislature to form school
districts. | ;

There should be a state-wide tax levy, with propérty values
being determined by state valuations.

The state would reimburse each district an amount equal to
the average per-pupil cost on a state-wide basis plus 80
percent of the cost of the transportation.

The local area could raise additional monéy but would be
encouraged to work within the state level.
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"REPORT OF THE MASSACHUSETTS BUSINESS
TASK FORCE FOR SCHOOL MANAGEMENT"

A Study for the Massachusetts Advisory
Council on Education
(Dr. William C. Gaige
Director of Research)

Carl H. Nordstrom, Chairman
September, 1970 i

The recommendations of this study were such that, according to Carl H.
Nordstrom, they would enable more effective planning, provide stronger
state-wide leadership, promote bette: communications, increase cooperation
between school districts, and would apply a broader application of manage-
ment systems. By implementing the Task Force's recommendations, 6 percent
of the current expenditures could be reduced and ultimately a 10 percent
reduction. The cost to the Department of Education to implement the
recommendations would be $1.1 million.

Several essential elements to sound management practices were found to
be missing thrcugh the study. Formal long range plans on a 5-year basis
should be done annually. Schools must cooperate more and on a larger
scale than previously. The Department of Education should provide a
unified policy and adequate communications. For a more effective
economical operation and greater scholastic benefits, and special
program there should be central leadership with strong centers of local
control. There is a need for a centrally administered information

system.

Funding, manpower, and facilities need sound management for effective-
ness in the public school system operation. The General Court should
give -careful consideration to the recommendations made by the various
groups who have studied various forms of funding. The Department of
Education should have its responsibilities increased by receiving adequate
funding and having the authority 'to select, compensate, and classify

its professional staff," or it should be eliminated. The Bureau of

School Management Services should be expanded, a professional administrator
' should be appointed in the Office of the Commissioner, local businesses

or industrial organizations should be approached to assist in special -
areas, and in collective bargaining sessions the school committees

should be represented by professional negotiations.

Innovation in construction costs in school buildings save money. The
various local school efforts in construction should be coordinated. A
central state contracting agency should be established and towns should
expand their use of school const;;pction stabilization funds.
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The operating problems in the school business management system can
be approached in the following ways:

In relation to the fiscal system budgeting should be done by objective
rather than function. The budget should be approved as one total. '
As for the facilities planning and acquisition system the Department

of Education should be funded to the extent that it can provide
assistance to the town school planners. The Department should develop
standard criteria and formats for space utilization records. There is
a need for custodial training programs and preventive maintenance
programs,

The transportation system offers numerous areas for cost reduction.
Combine individual school districts into larger area transportation
facilities. Eventual public ownership and operation of the bus fleets
should be strived for. Bids and contracts for transportation systems
should be approved at state level. The state should establish a maximum
cost per pupil for local transportation cost reimbursement.

In response to the need for a uniform business system at the local
level, the Task Force compiled a school purchasing manual to meet day-
to-day operating requirements. A procurement specialist position should
be established in the Bureau of School Management Services to coordinate
purchasing activities and disseminate information among state school
districts. Cooperative purchasing should be developed on regionzl
bases. Large volume school requirements should be incorporated into
state purchasing orders. :

A Division of Nutrition Education and School Foods Services within
the Department of Education should be created. This would provide
financial and technical assistance to the local districts and handle
government commodity distribution for the schools. Central kitchens
should be used to serve more than one school and government-donated
commodities should be utilized.

The state should have a state-wide information system and place a one-
year moratorium on the addition of data processing equipment.

\
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""SCHOOL FINANCE AND EDUCATIONAL
OPPORTUNITY IN MICHIG

Michigan School Finance Study
A Report by J. Alan Thomas
Michigan Department of Education

1968

An alternative to state aid would be to have the state share in the
cost of education in each school district; this would vary with state
equalized valuation behind each child in the district. Also, each
district could be guaranteed tax proceeds from state equalized
valuation of $30,000 per student. A "foundation program”" and a
weighted class unit could also be used.

i
In the area of urban educaticn) a commission should be established to
work on the problems of inner-city education.

A master plan should be developed for provisions of operations in
vocational-technical education throughout the city. Vocational educa-
tion should be offered in compensatory high schools and special financial
assistance should be made available for these programs.

Special education programs should receive state reimbursement.

The state should consider paying the full cost of approved transportation
costs. .

There is need for revenue reform. This can.be achieved by levying

a state-wide property tax and distributing the proceeds on a per-pupil
basis. The current state assessment and taxation of utilities and
industrial property makes the argument for state-wide taxation even
stronger. The proceeds from taxation of industrial property should be
distributed equally on a per-pupil basis, or there should e a regional
taxation of industrial property. At least a portion cf the tax should
be transferred to the state level.:

Reform is necessary in the state aid allocations. The local contribution
to the foundation program should be bHased on a given yield oan the system
of taxation from which local contributions are obtained. On the other
hand, the local contribution could be determined by the average income
per public school student in the taxing area, rather than the average
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property value. Another method would be to have a composite index of

income and provnerty to detgrmine the.local contribution to the founda-
tion program. ' '

A master plan should be developed for school district reorganization.
The number of school districts should be reduced.

The State Department of Fducation should expand and strengthen the
Bureau of Research, Planning, and Development.

No recommendations on non-public education in Michigan were made, except

that this phase of education should be considered.
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"REPORT OF THE GOVERNOR'S COMMISSION
ON EDUCATIONAL REFORM'

State of Michigan
Gov. William G. Milliken, Chairman
Commission Staff - Robert Jewell, James Phelps

September 30, 1969

This Commission made specific recommendations on educational reform.
The state and regional administration should be revamped and the local
districts should be consolidated.

Funding should be done on a state-wide basis of support or responsibility
via a uniform property tax. The available dollars should be distributed

more equally.

A budget system needs to he developed based on coordinated classroom
needs and acceptance of responsibility. There should be a state-wide
evaluation system for which the Legislature should allocate funds.

/

Local areas should be relie -ed of concern for raising and distributing
money. The Legislature should approve salary support for teachers in

non-public schools; however, the maximum allowance of aid to non-public
schools should not exceed 20 percent cf the total public school budget.
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State of Minnesota

Education Committee

Subcommittee on Levy and Bond Limitations
Final Report

1969 - 1970 !

Interim |

House Research Department
[

December 14, 1970

This report established levy limitations. A uniform method of school

districts which far exceeds the average state-wide program costs must
be restrained.

Any limitation imposed on levys should take into consideration its :
effect on the Foundation Aid Formula. The limitations should allow 3
for flexibility in relation to the economic situation.

The limitation should be expressed in dollars per pupil rather than
mills. The use of a per capita tax limitation should be eliminated.
To levy beyond the calculated limitation, a proposed budget must be
f submitted to the referendum. If this far exceeds the average state-
wide program, it must be cleared by the Department of Education.

A school district's operating expenses should have a total state and
local dollar limitation per pupil visit.

The report also focuses on bond limitationg and construction costs.

Property must be assessed at a more realistic market wvalue. The
maturity date on bonds should be reduced from 30 years to 20 years.
The state should not guarantee local bond issues and the maximum

interest rate on school bonds should be based on the Federal Reserve
discount rate.

ST o *Q«‘.-,;'-_?gg:}p,l i ~.;~:£;_,;, SR spe i i Fim S

A study should be undertaken to determine how to control school
building costs. School boards can use licensed engineering firms

in building. It should be taken into consideration the development
of standard school building plans for state-wide use.
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"REPORT AND RECOMMENDATIONS OF THE GOVERNOR'S
ADVISORY COMMITTEE ON
EDUCATION FOR I'HE SEVENTIES"

State of Minnesota
Robert B. Bonine, Chairman

An Educational Assessment program should be initiated. This assessment
should include:

statement of goals
method to measure student performance

r ability to identify areas of need by relevant
3 groupings of schools

long-range plan to establish state-wide informa-
tion system

ability to provide meaningful information on
student progress

guidelines for organizing continuing assess-—
ment and evaluation information system

The weighting of pupils should reflect the costs of educating different
atudents. The special education catezorical aids should be abolished
when a realistic weighting system is developed.

The ADA factor should be changed to ADM. A uniform county-wide tax
agssessment should be enacted and the Foundation Aid Program should be
applied uniformly in the state when there is a uniform tax assessment.

Additionally, the state should increase amount of assistance to local
areas.

Transportation aid should be made available to the entire state; the
transportation aid formula should be changed to allow for a more
equitable distribution of this aid.

. 1f levy limitations are necessary, they should be realistic and enforced
R i uniformly. A total state and local annual per weighted pupil dollar
‘ expenditure restriction should be placed on school districts.




The sﬁate guaranteeing school district bond issues should be considered.
Property should be assessed at 100 percent market value., Districts
having voc—tech schocls should not have to incur the entire debt.

The Legislature should consider aiding non-public schools.
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"PLANNING AND FINANCING EDUCATION
FOR THE FUTURE"

A Report for the Missouri Governor's
Conference on Education - 1968

Edwin D. Bihr )

Milton W. Bierbaum ) Co-Chairmen

This report has suggested that state expenditures should be increased
during the next two years to pay at least 50 percent of the current
expenses. Within 5-10 years, this will be increased to at least

60 percent. The local effort should not be substantially increased
until the state provides 50 percent.

By 1971 a foundation program plan for financing junior colleges
should be developed and the current state appropriations should be
combined into one foundation program appropriation (the current form
of appropriations is by flat grant aid, first level of equalization,
second level of equalization and teacher preparation aid). The state
should plan on increasing the amount of foundation allotment.

Special grants such as transportation, vocational education, and
exceptional educational appropriations should be continued as flat
grants. Beginning in 1971, the Legislature should provide for a
comprehensive foundation program of education based on a program
budget which adequately meets the needs of all students.

This report further recommended that tax and bond limits be
established, the services of the State Tax Commission be extended
along with an expansion of their authority, and that there be an
increase in state taxes.
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A STATE SCHOOL SUPPORT PROGRAM FOR NEW gERSEY"

—C—TY

State of New Jersey
State Aid to School District's
Study Commission

December 19, 1968

This Commission recommended that all pupils be weighted according
to the cost of providing their education. Additional weighting
should be given to AFDC (Aid to Families with Dependent Children)
children.

The minimum state support programs shouvld be increased, and the
state should provide incentive-equalization aid based on the
local financial ability to support public schools.

State support for the school building program should be retained
but suppcrt should be determined on a weighted pupil basis.
Currently, the state transportation aid is 75 percent of the
approved cost in the districts; a study of this transportation
aid should be delved into further.

The minimum support payments and minimum guaranteed valuations
should be' adjusted by an amount equal to the percentage of
change in the per-pupll expenditures for the state as a whole.
Three years should be allowed to shift from the present state
aid program to the proposed program.

A Permanent Commission on State School Support Program should
be established.

The Commission on State Tax Policy should study the use of
income in measuring the fiscal ability of school districts to ;
determine the allocation of state support and the problem of f

municipal and county overload as it pertains to school finance.
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"STATE RESPONSIBILITY FOR PUBLIC SCHOOL
EDUCATION IN NEW MEXICO"

Final Report
State of New Mexico
Educational Research Committee

June, 1967

The current plan (School Equalization Fund) should be changed to the
Public School Distribution Fund. The state assumes the responsibility

!

of providing 90 percent of the staff. This would represent the
Foundation appropriation. Also provisions would be made for trans-
portation and an equalization incentive.
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"A LEGISLATIVE PROGRAM TO IMPROVE
NEW MEXICO PUBLIC SCHOOLS'

Paul Sears and Theodore Truske

A Report to the State Departm=:nt of
Finance and Administrucion

Santa Fe, New Mexico

December, 1970

E AT

In this report it was recommended that a professional system management
service for one or two districts be funded. Rather than solely focusing
on college preparation, attention should be given to vocational and"
technical concepts in education.

The State Department of Education should be the main source of
information on educational development. A statemen. of goals is needed.
It is not recommended to have performance contracting.

A fund should be set up to provide for an organization to perform
educational review and evaluation. The state should continue to pay
for the services it is now providing.
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"THE REPORT OF THE GOVERNOR'S STUDY COMMISSION
ON THE PUBLIC SCHOOL SYSTEM OF
NORTH CAROLINA"

Raleigh, North Carolina
James H. Hilton
Chairman

December 3, 1968
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The financial support of public education in North Carolina
should be a cooperative local, state, and federal effort
organized as a Minimum Basic Program and an Incentive Support
Program.

The local tax-levying authorities should have more sources

- of revenue available to them. A provision for more local

initiative in program planning and use of funds should be
included. The required local participation in the total school
program should be decided on the basis of abiiity.

The Minimum Basic Program should require local participation
and include all integral parts of education. The Incentive
Support Program should encourage school administrative
units to go beyond the minimum in fiscal support.

The state's portion cof the total finance program should provide
an average expenditure per pupil to assure equitable educa-
tional opportunity. The Incentive Support Program should be
dependent on a designated degree of local support, based on

an ability-to-pay formula as determined by the property tax
valuations and personal income.

o
,"

i
s Py

vt et n S o’

3/ il s e

EMPRPE LTSRS e

L e L N A

L8 Tl




R STTEEI T2t Toh T elald Aol /bl bl daca -

North Dakota

Report Written by John A. Thompson
(now with University of Hawaii)

{ As the property tax 1s regressive and provides little
| flexibility in growth of the tax base, development of the

income tax is highly suggested. As of now, the :lncome tax
is underused as a revenue measure.

State aid should ba more equalizing. This can be accomplished
by using the Strayer-Haig equalization approach.
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"Optimizing Educational Opportunity"

For the Childrert of Oklahoma

data analyzed and interpreted by SCREL
of hittle Rock, Arkansas
for State Department of Fducstion
Oklahoma City, Oklahoma

1969

Ability to pay varies widely and consequently in Oklahoma they
still have an equalization problem in their school finance
program.

SCREL recommended that the state foundation program be studied

to try to eliminate disparities, state contributicns be increased,
and state and local education agencies work together to obtain
maximum available federal funds.
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"SYSTEM SEVENTIES"

: A Statement on Improving the
y Financing and Management of Oregon
Schools and Community Colleges

by: Vernon H. Osborn i
Assoc. Superintendent for Management ' ;
Services and Public Support
Oregon Board of Education

The Oregon schools face a severe financial problem. The complete financial
framework needs review, from which must come widespread understanding of C
the school financial problem, positive suggestions as to how to alleviate i
the problems, and public acceptance of proposed changes.

The most critical problems are:

1) lack of a simplified and coordinated school ;
finance structure

2) need for gchool district reorganization )

3) need to stretch the dollars by improving
management systems

4) inability of local districts to perform good
long-range planning

5) excessive reliance on the property tax
fﬁl 6) need for a comprehensive review of unique

problems.

The objective of the review would be to enable the Board of Education to
develop a system which would utilize to the maximum each educational

dollar.

PEEAN

In order to meet the objective the following actions have been recommended ¢

The structure by which education finance operates should be simplified.

‘ Consolidation of districts should be encouraged. Distribution of state

f : and intermediate equalization funds should be on a coordinated basis and
in support of a gtate-designated educational program.
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The financing of the educational program should be stabilized by
supporting passage of the bill to establish a current tax base for

each elementary-secondary school district, limit elections, and combine
sources of revenue. A source of revenue other than property tax should
be developed.

Management of the state's educational system should be systematized

by conducting in~-depth management studies of the schools and their
needs.

The available educational dollars should be stretched by implementing
the recommencations of the Business Task Force Report and Feasibility
Study and by utilizing business practices.

Additional sources of state-level revenue should be identified,
particularly those which will alleviate the burden of the tax on
property. State support for the schools should be increased from
22 percent to no less than 40 percent.
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1970 Subsidy Study -
of the State Board of Education
of Pennsylvania

November 13, 1970

of educa.tio'n .

In this study one attitude was that the present formula for
distribution of state aid to education is basically satisfactory
but it should be altered to increase state funds available,

while the other attitude was that the two largest school districts
in the state are in serious financial trouble. '

This study recommended that the maximum subsidy, rather than

a $550 maximum, be the actual average instructional expense per
pupil. The state should make more money available to the cities
to assist with their urban problems. - '

The specific recommendations suggested a study of the distribu-
tion method of funds and a development for accountability
mechanism for funds. Improvement in educational productivity
by using new technologies is needed along with a reevaluation
of teacher preparation methods. ‘

The small inefficient school districts cannot be perpetuated
and accountability by school boards, administrators, and
teachers should be required. The present subsidy provisions
based on density, sparsity, and poverty with programs dealing
directly with educational needs should be replaced.

Educational outcomes should be the prime considef’étion in an
equalization program. The school districts" f_;:,_lnancial ability -
should be based. on the market value of the property. When

increasing limits on reimbursable construction costs, regional
variances must be taken into consideration.

The present: transportation subsidy system with slight modifica-

~ tions should be retained. The state should assume the additional

costs in méeting "busing" orders by court and they should fund
innovative projects. ‘ ’ o .

1In areas where educ}at"::‘lbnall at"tvéiiimentiis not satiéfa‘c':tdr'y,' 't'he_;-__ |
gtate should assume responsbility. There should:be ‘an increased.

reliance on »categbricalf aid to help meet the special problems
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Report to the Legislature of the State of
South Dakota of the South Dakota Education
Policies and Goals Commission

Pierre, South Dakota

December, 1968

This Commission has suggested that the state should increase
its share of educational expenses as there is currently too
much stress placed on the property tax. A current goal of

25 percent participation should be strived for. The foundation
program should be fully funded according to the statutory
formula. '

The state should assist with transportation costs and aim for
‘assuming 80 percent of the costs, along with appropriating
monies for special and vocational education programs. The
state should adopt a new source of state tax revenue with

a sufficient portion of it going to fund the state's share
of the foundation program.

The existing foundation program should be retained with
certain revisions including raising :the statutory level.
Distribution of flat grants should be continued and the
statutory limits on the ceiling.for - the equalization section
of the foundation program should be removed. The tax rate
on agricultural property should be decreased while the rate
~on non-agrlcultural property should be increased. g

The amount of state funds given to a district will be either
the actual expenditures (less transportation and federal
funds) or its share as determined by formula, whichever is
less. S :

A study should be conducted on various state aid fomulas
to determine where improvements can be made in South Dakota 8
' program. . :
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"STUDY ON DISTRIBUTION OF STATE FUNDS FOR
PUBLIC EDUCATION, GRADES 1-12, 1968"

Final Report of the Legislative Council Education,
State of Tennessee
Legislative Council Committee

1968

This study has revealed that the current formula for determining
the local contribution to the Minimum Foundation Program should

be replaced. A formula should be utilized which determines the
county's ability to pay on the basis of a property tax and a local
sales tax. . e R

The property valuations should be édjusted ‘to 50 percent of true '

value and include total utility assessment of the county. The
state total of potential revenue from the local sales tax should
be included in the formula. The total local contribution to the ‘
Minimum Foundation Program should be a constant 9 percent of the
state contribution rather than'a fixed dollar amount. As these

provisions will insure ‘more’ equity, ‘there should be no guarantee. .
‘clauses. x e : o e .
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Resezrch Report - o |

Volume V
Public Education in Texas -

Financing the System

1969 _
Report of the Governor's Committee on |
|

Public School Education
Leon Jaworski, Chairman

\‘\ This Committee recommended that a plan should be enacted to
i ' equalize responsibility and effort. This can be achieved by

implementing the following ‘suggestions:

e
RN S WP et
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The calculation of local costs should be based on personnel,
operating and transportation costs; state-wide costs would
be determined by retirement, textbooks, developmental leave,
and sick leave programs. These calculations are necessary

to determine basic foundation costs.

The major current expenditures common to most local districts
would be brought under state-local sharing plan. The
overall level of the Foundation Program should be raised
and equalization between LEA's would improve by reducing
the budget surplus in "budget. balance" districts.

The transportation formula should be simplified and made more .

equitable.

Each area's share of the Basic Féﬁndation Program costs would be :
determined by multiplying a Uniform State Equalization Rate times 1

the full:value of property subject to taxation in the district
two years earlier. s .

Urjiform State Edualizat:ion Rate set at 20 cents per 100 dollars .
of full value in 1969-70; this should be graduated at the rate

of one cent per year until it reaches 30 cents in 1979-80.

. The "reuiéinifié _¢o§£§”'of','t:.he._..'B.éé'ic_:l-“oi’m'cl'ation Pr'q'g-rvam should be
financed by the state through: e v ‘
R ‘,d.:sttr.iBﬁvtioﬁ]on t:hebasis of students in average daily
. .- attendance .an@sa}_lb‘cation-;.ot'_'Stat:é-aid programs to cover -
B -‘i_;.bal'ahcei-of :Bésic_‘i';.Eoundat‘ion-Pi:ogram Costs in each LEA. R

~“The ‘gupplemental State sg?gé;;;ﬁ.%grggrgimz::";e;ﬁs"ai'd'_ 1>'¢ ‘financed entirely
f'pby.”_:_‘_s:t:j__avt':_:e:f_;,anc_l;~.fédefa‘l'"'fiihds; along with Qev'elqpme'nta’l-p'rdgxams
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"DESIGNING EDUCATION FOR THE FUTURE"

Utah State Board of Education

Jay J. Campbell
Coordinator

July, 1970

The Utah State Board of Educ;ation has suggested that alternatives
to the solution of the problem requiring an increase in state
revenue could be:

a) a one cent sales tax solely for education

b) an increased state property tax by 2-1/2
mills

c) the completion of assessment equalization
statewide

d) some combination of above suggestions

e) the curtailment of some of the program 8
offerings. _ '

The educational budgets should allow for research and development.

in order to employ well-qualified professionals.

. State f:I.nancia1 support or schools should be doubled in next 10
, years. SR , . : :

The salary schedule should be comparable to the state universities :
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"A New Plan /

Report of the Commission Created to Study the /
Formula for State Aid to Public Schools"

House Document No. 20

Commonwealth of Virginia

1970

This Commission recommended that the old state aid formula be
discarded for the newly proposed formula which includes a $400.00
cost-per-student figure for the basic program, a provision to
divide the cost between the state and local area, and a mandate
that the LEA pay at least one-third of the cost with the state also
paying at least one-third. The actual share of the local area will
be determined by multiplying the local share per student by the
average daily membership.

It was further recommended that an on-going study on the feasibility
of consoiidation. of small school divisions be established. The
proposed amendments to the Constitution should be adopted. A
special equalization fund or inclusion of additional funds in the
basic school aid formula should be given further attention. - Provi-
sions should be made for disadvantaged and culturally-deprived
students.




State of Washington

Summary Report :
“Femporary Special Levy Study Commission” ]

it e

February, 1971

Dr. James Triet ;
Executive Director )

This Commission felt that the state apportionment fund should
be retained with some modifications. The secondary weighting
factor should be eliminated but the edcational welght:ing factor
3 should remain at 1.0.

Adjusting actual assessment levels to an assumed 50 percent

level by the use of the county ratio should be eliminated.

The state-wide property tax of two mills should be eliminated i
and the local taxation rate should be increased to seven mills
from six mills. The implementation of a state-wide salary
schedule should be considered. If a state-wide salary
schedule is not adopted immediately, the staff characteristics
weighting table should be revised to reflect more adequately
the actual salary situation.

T T

_Further Commission recommendations also suggest including: 3

a) a new disadvantaged factor _ ' ’ f

b) the same vocational factor

c) a new criterion for reimbursing
transportation costs

d) kindergarten provisions 3

e) exemplzry research and development:
projects '

f) expanded gifted child education
programs '

g) _funding at present: level for
handicapped ‘programs.

If a substantial change occurs in t:he formula, the local
districts -should be allowed one year '"grace" period before
: implement:af ion to allow the. LEAs the opportunit:y to plan
: 'adequat:ely. :
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State of Wisconsin

"Final Report of the Governor's
Commission on Education"

November, 1970

William R. Kellett, Chairman

This Commission recommended that the state should provide 40 percent
of net operating costs (an increase from 30%). This will necessitate
an increase in either income or sales tax, or both. The tax sharing
formula should be revised to take into account the importance of

| education; thus, distribution of shared taxes for support of general
: local government should take into consideration the need and local

| effort.

A school district's income as well as property value should be the
basis for school aid formula. Flat alds to school districts should
be maintained at present levels until income datum by school district
is available. The school aid cost 1imitation should be increased to
115 percent while the property tax should be administered uniformly
and property assessed uniformly throughout the state. Students who
go to private schools but attend some classes in the public schools
should be included in computing the amount of aid a school district
receives. :

In low or high population density districts where school aid formula
is not adequate special funding should be provided. Studies on the
existing school aid formula should be continued with thought of trying
to incorporate in it an incentive for excellerce.

The distribution of shared taxes should be identified to the property
taxpayer. And in order to improve the organizational aspect of
education, a State Education Board should be established.

An informat:ibn gystem utilizing PPBS methods should be developed and
adopted and methods of appraisal and evaluation should be developed.
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APPENDIX B

LAWSUITS CHALLENGING

STATE SCHOOL FINANCE SYSTEMS
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