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This article examines soume implications of the

Serrano vs Priest decision for Oregon's system of financing public
schools. The author presents one alternative financing method -- a
Statewide system to assess, collect, and disburse to each district or
county an amount equalized on a per student basis. The status of the
school financing system in each of the State's 36 counties and some
possible variations in bcth the methods and the extent of the current
system arising from adoption of the alternative plan are considered.

(Author/JF)




ED 066803

EA 004 A3

ER]

Aruitoxt provided by Eic:

@)

E.

in Oregon

James M. Burke*

The widespread use of focal property taves to finance
local public schools has recently been seriously questioned
by the California Supreme Cowrt. The court ruled. in Ser-
rano v. Priest.’ that differentials in school per shudent ex-
penditure associated with geographie location within the
state amounted to denial of the equal protection portion of
the 1 Ith Amendment of the U.S, Constitution. The purpose
of this report is to examine some implications of the
decision that might concern Oregon’s elementary and sec-
andary schools,

Priest, also referved o as the California
Property Tax Case, has prompted a variety of proposals
to serve as alternatives to the present methods of financing

Nerrano ot

loval public schoo!:. One such alternative. a statewide sys-
tonn to assess, colleet and disburse to each district or county
an atount equalized on a per student basis. will be ex-
amined. The status of the school financing svstem in each
of the state’s thirty-six counties, and possible variations
in both methods and extent of the current system arising
from wdoption of the alternative plan. will be considered.

Elementary and secondary school financing in Oregon
currently relies upon support from two major sources:
(11 the Basie School Support Fund from state funds, and
(21 the local property tax levies within a given district. In
fiscal year 197071 these sources accounted for 21 percent
and 71 percent, respectively, of school district revenues.
The remaining 5 percent was obtained from other state
and federal sources. Any effects that funds other than
locatly collected property taxes have on a particular dis-
triet’s financing structure will he assumed unchanged.

Locally collected and distributed property taxes ac-
counted for revenues of $311,437,615 in 1970-71. If cen.
trally collected and redistributed, this amount would allow
a state-wide per student expenditure of $671.93. Distribu-
tion to each county would thus be bhased on a weighted
average daily membership (ADM), a computed average

* Mr., Burke is a graduate student in the Department of Eco-
nomics at the University of Oregon.

15 Cal. 3d 684. Pamphlet 25. Sept. 14, 1971 and 3 Cul. 3d 884a,
Pamphlet 30, Nov. 4, 1971,
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attendance in grades 1-12 for each county. A tax rate of
TS per $LOOO of assessed value tAV) on Oregon’s
assessed real and personal propecty would be necessary to
aenerate the funds,

Table | contains cotnty data for current per student
expenditures feolumn 30, differentials between earrent
expenditures aed the equalized amount (column b, and
curvent tax rates. 1¢is noteworthy that these data indicate
that 20.1 pereent of the state’s school children, in nine
counlies, are in programs with expenditure differential=
exceeding S100 helow the equalized minimum. Of the
nit e, all exeept Marion have tax rates helow the pro-
posed standard rate of $18.159 51000 assessed value.
Furthermore, in the group of nine, all but Josephine and
Marion counties have per capita true cash values ITCV)
of assessed worth in »xcess of the state-wide per capita
TCV of 88991 {2. p. 49]. Although these countics would
gain from a redistribution of tax revenues, the data sug-
gest that the current disparity is not widely based on a
lack of resource endowments and thus an inability to pay.

Seven other counties would aly gain revenue from a
redistribution. Three of this group 1Coos, Jackson. Yam-
hill ) have present tax rates above $18.159. Thus. of the
sixteen that would gain revenue for increased student
expenditu e, twelve would also face a tax increase.

The implication of an equalized support plan is that, as
well as raising the support levels in sixteen counties, sup-
port levels in the remaining twenty counties would fall,
This raises the questions of district operation at the lower
levels of financial support—especially in cases where the
economies of large scale operation are absent—and of what
changes in present program structure might be associated
with a cut in funds, One might assume that busic pro-
grams would remain at the top of priority lists while other
programs would be placed in jeopardy. There are how-
ever quantitative measures of the effects of an expenditure
decrease that are apparent.

Twenty of the state's thirty.six counties now have local
property tax support levels in excess of the $674.93 per
student expenditure that would be generated by the equal-
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ized suppaort proposal. Fourteen of the twenly have per
capila TCV in excess of the 88991 stnte-wide average. but
ouly ten have tax rates that are currently above the equal-
ized level of $18.159, Figures for these counties are also
<hown in Table 1.

It has been suggested that where a county might ehoose
1o increase the expenditure levels beyond the equalized
amount of $674.93 per student. special assessments within

that county should be permitted, This does not contradict
the ruling of Serrano v, Priest because the initial distribu.
tion of funds would presumably equalize dispacities in
expenditure associted with a county™s resources, Column
7. Table 1 shows the increase in the tax rate per 31,000
of assessed value that would he necessary 1o raise levies
sufliciently 1o meet current expenditure levels, This as-
sumes each county would be initially taxing at the base
rate of $18.159, Column 8. Table 1 shows the percentuge
vhange from enrrent rates if sueh special assessments were
adle pred,

Nine of the twenty counties with expeuditures exceeding
$671.93 have tax rates of more than $20 $1,000 AV, Fyven
if the additional amounts noted in column 7 were paid,
seven of these nine counties would real’ze a tax decrease
fiom their present levels, Among the remaining counties
which would face an inerease in tax rates, all except four
tJosephine, Multnomah, Polk, Union) have per eapita
TCV's that exeeed the state average, most by a substantial
amount, This fact would be a major issue in considering
the equily of the alternative plan.

{concluded on page 4)

TABLE |

Oragon Elemantasy end Sacondery School Attendancs,
Expsnditurss and Taxstion

o (F3) 13 (n
Dificeential hrtween
current per student

Average Daily Pee Stwdent

5) (6} (k3] (8)
A “ditional tax
rate per §1000

Vercentage

Per Capita Current Tax Hate Change in

Membership bapenditures expeniditure and True Cash Value per $1000 of AV to ineet cur. Corrent Tax
Crunty (ADM)® 1970.> equalized smount® [RYREL Armsensed Value® rent expemlitonf Rateat
5 (+) (E)] [£}]
Haker . Kyt T332 133487 05 39.50
Bentin . ... . o2 LULR 097 6.243 13.84)
Clarkamas .. 43708 709.01 #5049 2 112.18)
 lateoge 5763 980,20 12161 [PAY
Columbia 8855 505.59 £169.30) 9118 .. 6.47¢
Looe L e 15128 600.2) 13720 A531 20,704 .. 12.29)¢
Cronk . . 2693 51658 (158.351 24965 13.978 . 29.9)
Curey k1S v €90.55) 10515 15.183 19.60°
Drechutes BO5S 53.03 Y3 20,705 1.517 12,925
glas 20271 {(151.63) 11220 13.09% . 38.68¢
Gilliam 696 506.67 2016 15.255 6.511 6l.91
trant 1985 1137.95) 401 1a.202 - 12.08¢
bamey 2014 215.76 11735 21.163 5.132 9.9
Huood River 3619 13°.99 9AT2 231.310 3.957 (5.12)
Jackson 23150 640,60 134.33) 8lo7 19.457 6.67)°
ieflerson 2637 RO7.22 132,99 21693 11522 1.888 71.99
Jowephine e 9090 521,44 (153.49) 2400 17.918 1.35¢
Elamath . . 1% ¥ KLY (156,16} 10493 12.295 P 47.69°
Loke e 1877 485.93 (189.00) 15073 9.540 90.35¢
Lane 53527 755.41 80.48 8137 2,400 2.398 (8.18)
Lincoln . 6228 654.83 120.10) 14547 10.883 06,83
Liat . 10750 71013 35.20 19503 17.882 .Ba6 6.50
Malheur ... 6879 517.94 (150.99} 10453t 14.693 v3.59*
Marion 3 561.91 (113.02¢ 7105 18.913 13.99)*
Mortow 1223 964.53 289.61 19989 13.215 3.968 67.44
114891 637.82 (37.11) 8341 15.782 15,06
5933 959.77 284.84 7563 21.298 6.321 1194
Sherman .. 580 1176.99 502.06 25278 12.619 5.383 #6.56
Tillamook .. 4410 711.82 38.89 10919 16.078 876 18.39
Umatilla .. 11424 696.17 21,14 8743 £0.265 632 (3.27)
I'nion . 4822 620.0) (54.32) 8748 17.653 2.87°
Wallowa 1687 753.56 865 10713 9.45% 612 98.49
Y1 5164 172.22 97.29 21515 18.188 2.329 10.81
Washington ... 3944 806.45 131.52 #9205 22.620 3.689 (3.41)
Wheeler ... . 473 693.63 18.70 14332 12.391 331 49.25
.. cmeees 11362 579.72 (95.21) 7703 21,097 (13.93)¢

a. Source: Table 1, page 6; Apportiorment of the Basic Schonl Support Fund fur the Fiscal Year Euding June 30, 1971,

be Note: Revenues from local propeny wix levies. Source: Tahle 1, page 5; Summary of Levies and Assessments and Analysis of City and County Property Tax Levies fur

1970.51 Fiscal Year. Totals fur each o unty —~ column 2,
¢, Column 4 = Column 3 — $674.93. Pa.rntheses indicate negative amounts,
. Source: Table 10, pages 48.9; Summury o) Levies and Assessments.

e. Source: School District Tax Revenues (SD1°, Table 1. page 5; Assessed Value (AV), Table 10, pagee 48.9; Summary of Levies aod Assessmenbr. Columu 6 =

(SDR -3~ AV) x 1000.
f. Columo ¢ = [(Column 4 x Culumn 2} —~~ AV, x 1000.

g. Nete: ® indicates counties with per stuident exp. aditure beluw $674.93, Unmarken values are realized 1ax rate change from current rates for counties with Colunn 3
greater than $674.93; Column £ = (Column 7 - 18.159 — Column 6) —— “olumn 6,
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¢ ltreliminary. t Hevised.

¢ Includes full- and part-time wage and salary workers in pay periods including the
12th of the month. Vroprietors, sell-emploved, private houselold workers, aml

armed forces excluded.

Sataey  (regon Empluyment Divisivn, Research and S1atisties Sertiun, “Oregon

Tolva botee " wproaheet sepunt, Fel, 1972,

BANK DEBITS

AND BANK DEPOSITS IN OREGON

{thousands)

Hank ole ponite

Hank delate

CONSUMER PRICE INDEX*
(1967 = 100)

Portlandt U.S. oty average}
Month an! ;ear All itema§ Food All items Food
1970 July . . . 1135 1os 116.7 115.8
Octaber . - .. 114 110.9 118.1 115.5
1971: January L 149 117 119.2 115.8
April o 147 113.6 120.2 nra
Tnly . HeR 1116 121.8 119.8
October 1159 12,5 122.0 118.9
Sivember 122.6 119.0
e ember 1231 120.3

¢ Measures time-10-time changes in prices of goods and services purchased by urban

[T 1971 19*n (L] e

Tk ] 12 L) Moty LI RWI A [T 1|

Ttentin LTI nesm TR0 3 [T

[ FTY STITRYN 250 THT.'5 1.gme 4 IRIUATS

s [EREY RN 14T, 0 BUINEY

tulmnlinag s 1 Wil 2 2T

Conm n: s 105 4t i’ N AOL

(TN e A TRt S22

1V hotes RN 11,04 O AR

e rglas P [NURON Lo AT

Lacksnn [N [IKITA i 475 1,079, e

Dreptine R [ v ORI TGS

Nlamarty He T

bame R nh.oft

Limnln SHHIN NN

Linn [RYRIL T 1202050

Malbi-ur IR

Marom ok OUTTAA)

Morrew [KR{LT] [N ]

Multnoimah 1. THR. 2o

Patk

Tillamon ik RUAITR

Conatilla HoLouy

Vnivn el [ B 1Y

Waseo KUK Al el

Washingtin

Yamhill AT0H70

Crimik

Harmy RIANIR] 327,060

Lake tu. 00

Gilliam T.03H

Jethrrsun 1H. 166 13511 130570

Wihserber 3500

Grant BRE ) [RXN . .

Walbiwa 16,901 15 '.1} Fia. 2 130,200

Howl River . 3,000 29,710 191,227

Sherman . ... . 1003 110 | el
Oregnn $ LBILTAT S 1320005 $0h, 715,322 $50.596,057

Sotack: Hank teposits:r Oregen Dept, of Commeree, Banking Disision, dnnual
Keport, 1970, and special report, Feb. 1972 Bank alebits: original compilations
wl dota eolleeted monthly from ofbicials o8 Oregon hanks aml braneh hanks by the
Bureau of Rosiness and Feonomie Researeh, L nisersity o Oregun,

wage camers and clerical workers, botb families and single workers: does not
ipdicate whbether it costs more to live in one area than ia another,

t Includes not only the cily of Portland hut the entire urban portion of Clackama ,
Multnomah, sad Washington counlies in Oregon and of Clark county in Wasb.
ington.

1 Average of 56 “cities”” (metropolitan arcas and nonmetropolitan urban places).

§ Computed once every 3 months.

Sornce: U.S. Bureau of Lahor Statistics, Monthly Labor Review, rarious issues.

BANK

DEBITS

Bureav of Business and Esonemit Research, University of Oregen
Hunk debitr represent the dollar value of checks drawn against the deposit accounts of individuals and businens firms and are considered good indicators of current activity.
Bt their value for this purpose can be impaired if they include large checks used to transfer funds far the purchase of certain kinds «f capital assets that are not 'business
W Ay There ute 48 eorporate banking firms in Oregens this month the Bureau of Business and Econamic Rescarch collected data on bank debits from 389 Lanks and

breaoe b banks,

Number Percentage change

of bankisug Debits Debits Debits Jan. 1972
offices Jan. 1972 Dec. 1971 Jan. 1971 Compared with

County reporting (th 1s) (th Is) (th Is) Dec. 1971 Jan. 1971
Jenton $ 67.628 $ 76003 64,521 -=11.0 + 18
Clackamas 158.235 183,038 125,615 —13.6 +26.0

umbia 22,292 25.991 16,915 —14.2 +31.8
Cous.. 16,627 60,138 49,143 —225 — 5.
Cusry 19,233 20,540 15,023 — 0.2 +131
Duuglas . 98.415 122,213 74,696 —195 4318
Jacksan 117287 165,932 109,278 -11.3 +34.7
Josephine ... 18,305 47,123 29,759 —18.7 +28.7
lane 312,133 390,520 263,757 —20.1 +18.3
Lincoln. 24,125 30,764 22,762 —21.6 + 5.9
Linn 95,347 108,941 81,266 —12.5 +17.3
Maltnomah .. 3,536,618 1,067,282 2.904,019 —13.0 +21.8
Washington 218.836 272,214 166,387 —19.6 +31.5
Yamhill., . 44,254 48,959 38,919 — 9.6 +13.7
Baker, Union, Wallowa 44,134 51,781 38,393 —14.8 +15.0
Clatsop, Tillamook 50,394 . 54,828 44,200 — 8.1 +13.8
Crovk, Deschutes, Jefferso £#2,733 92,091 61,010 —10.2 +35.6
Gilliam, Grant, Morrow, Umatiila, Wheeler 76,515 87,717 70,661 —12.8 + 8.3
Hauod River, Sherman, Wasco.......cccoeeccve.. 42,328 49,272 39,894 —14.1 + 6.1
Harney, Malhcur 60,597 74811 56,941 —19.0 + 64
Klamaih, Lake. 70,320 18,070 38,919 — 99 +19.4
Marion, Molk . a8 444,372 419,580 376,694 - 12 +18.0

OREGON............... ... 389 $5,700,628 $6,557.808 $4,708,852 —13.1 4211

February 1972
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(eontinuvd trom page 21
A final question concerns possible changes in la. d values
that might be associated with tax rate changes mentioned
above, An increase or decrease in tax rates could he ex-
preted to decrease or increase. respectively, relative prop-
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aml Aseessments and Analysis of Gity and Connty: Property Tas
Levies for 197071 Fiseal Year” Salem, Oregon,

3. State of Oregon, Department of Revenue, First Biennial R
port, 1968-1970." Salem, Oregon, .

erty values. This in twrn could alter the tax base in the
affected counties by changing current market values. The
crucial question raised by such changes is whether they
are of suflicient magnitude 1o dissuade households and
firms from locating in a particular area. which would. in
turn, affect local levels of capital investment. Current
assessment levels and anticipated changes are not of a
magnitude 1o suggest that they are major factors in loca.
tional decisions.

The final decision regarding the best plan will probubly
he a composite of equity and efticiency considerations and
political expedieney. Several commentators have suggested
that the U.S. Supreme Court will have the last word. and
that the wait may be long. H. however. the impact of Ser-
rano v. Priest is of the magnitude claimed. is it 100 soo0n
to consider the effects it may have on us?
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