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.w The California Property Tax Case:

Implications for Financing Schools
in Oregon

James NI, Burke*

fbe idt'splead use of local prOIWPI lases to finance
local public schools has recently been seriousl questioned
lo% the California Supreme Court. The court ruled. in Ser.
ram) r. Priest.' that difTerentilds in school per student ex-
penditure associated %soh geographic location within the
state amounted to denial of the equal protection portion of
the I Ills Amendment of the Constitution. The purpose
of this repool is to examine some implications of the
decision that might concern Oregon's elementary and so:-
maim.% schools.

Serrano r. Priest, also referred to as the California
Propert% Tax Case, has prompted a variety of proposals
to serve as alternatives to the present methods of financing
local public school:. One such alternative. a statewide sys-
t-In to asst's. collect and disburse to each district or county
an amount equalized on it per student basis. will be ex-
amined. The slaws of the school financing system in each
of the stole's thirt% -six counties:. and possible variations
in both methods and extent of the current s stem arising
from adoption of the alternative plan. will be considered.

Elemeatar% and secondary school financing in Oregon
currently relies upon support from two major sources:

) the Basic School Support Fund from state funds. and
the local property tax levies within a given district. In

fiscal sear 1970.71 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
!walk collected property taxes have on a particular dis-
trict's financing structure will he assumed unchanged.

Locally collected and distributed property taxes ac-
counted for revenues of 5341,437,615 in 1970.71. If cen-
trally collected and redistributed, this amount would allow
a state-wide per student expenditure of $674.93. Distribu-
tion to each county would thus be based on a weighted
average daily membership I ADM I, a computed average

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

1 5 Cal. 3d 684. Pamphlet 25. Sept. 14, 1971 anti 5 Cal. 3d 884a,
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allelidallee in grades 1.12 for each county. A tax rate of
S18,I59 per SLIM of assessed %aloe I AV I on Oregon's
assessed real and personal propert would be necessary to
generate the funds.

Table I contains count data for current per student
expenditures (column '11, differentials between current
expenditures aid the equalized amount (column and
current tax rates. It is miter, orthy that these data indicate
that 20.1 percent of the state's school children, in time
counties. are in programs V. ith expenditure differentials
exceeding S100 below the equalized minimum. Of the
nit e. all except Marion have tax rates below the pro
posed standard rate of $18.159 "SLOW assessed value.
Furthermore, in the group of nine. all but Josephine and
Marion counties have per capita true ca:,h values iTCV )
of assessed worth in

Although
of the state-wide per capita

TCV of 58.991 p. 49]. Although these counties would
gain from a redistribution of tax revenues, the data iug-
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 al..o gain revenue from a
redistribution. Three of this group Coos, Jackson. Yam-
bill I have present tax rates above SI 8.159. Thus. of the
sixteen that would gain revenue for increased student
expenditure, 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 supportespecially in cases where the
economies of large scale operation are absentand of what
changes in present program structure might be associated
with a cut in funds. One might assume that basic 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 support proposal. Fourteen of the twenty have per
capita TCV in eXITSS of the $11.991 siatewide average. 1)111
old% ten have tax rates that are current's above the equal
ized level of 818.159. Figures for these counties are also
show ti in Table I.

II has been suggested that where a county might choose
to increase the expenditure levels beyond the equalized
amount of $674.93 per stilt special assessments within

that count% should be permitted. This does not contradict
die ruling of Nerrano because the initial distrihn.
lion of funds would presumably equalize disparities in
expenditure associated with a county's resources.
7, Table I shows Ole increase i11 the lax rate per $1.00
of assessed %Lillie that would be necessary to raise levies
.ulliriently to meet current expenditure levels. This as.
slimes each county w be initially taxing at the base
rills' of $18.159. Column 11. Table I slums the rreillage
Outuge from current rates if sttell special aSsessifiellis 4s1.11.
adt pled.

Nine of the twenty counties with expenditures exceeding
$67.1.9:i have tax rates of more than $20 $1.0110 AV. Even
if the additional amounts noted in column 7 were paid.
.C'S I'll of these nine 14/11111it'S 440111d real. ze a tax decrease
ft om their present levels, Among the remaining counties
which would face an increase in tax rates. all except four
I Josephine. Multnomah. folk, Union) Ittie per capita
'RN's that exceed the state average, most by a substantial
amount. This feet would be a major issue in considering
the equity of the alternative plan.

(concluded on page 1)

TABLE I

Oregon Elementary and Secondary School Attendance,
Expenditures and Taxation
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111 (11 1 t / 11)
Itakrr 3775 .22.82 47.89 13387 13.660
Benton 10819 895.16 220.23 7097 25.376
Clackamas .. 43798 709.03 11.10 1)5,04 21.973
1 Illt.op .. ,.... . 5763 080.20 305.27 12161 16.311
Colombia 81155 505.59 1169.31) 9110 17.055
1.11114 15125 600.21 114.721 8531 70,701

Crook 2693 516.58 (158.351 9907 13.978
Corr. 3647 581.38 190.55) 10515 15.183
Di...butes 8055 727.96 53.03 930 t 20.705
Morgans 20271 520.30 1151.631 11229 13.091
Gilliam 696 11411.00 506.67 20,16 15.255
l'ant I985 536.98 1137.95) 1 101 16.202

i Oro., 2011 890.69 215.76 1173; 21.163
If I Niter 3619 812.92 13-.99 9572 23.310
lac lebon 23150 010.60 134.33) 8167 19.457
Idlers, n 2617 807.22 132.99 21693 11.522
Josephine 9093 521.41 1153.49) 7100 17.918
Elantath 12147 5111.47 1156.16) 1044) 12.295

Lake 1877 485.93 (189.00) 15073 9.510
Lane 53527 755.41 80.48 11137 22.441
Lincoln . 6228 654.83 120.10) 14517 10.883
Lint, . 10770 710.13 35.20 19503 17.882
Mathew 6879 517.94 (156.991 19153 14.693
Marion 37711 561.91 (113.021 7105 18.913

Morrow . .. 1223 964.54 289.61 19989 13,215
Milltroanah 114891 637.82 (37.11) 8311 15,782
Folk... 5933 959.77 281.84 7563 21.298
Sherman 580 1176.99 502,06 25278 12.619
Tillamook 4410 713.82 38.89 10919 16.078
Umatilla 11421 096.07 21.74 8743 20.265

Union 4822 620.61 (54.32) 0748 17,653
Wallowa. 1687 753.56 78.65 10713 9.457
Wasco 5164 772.22 97.29 21515 18.188
Washington 39444 806.45 131.52 8905 22.620
Wheeler.... 473 693.63 18.70 11332 12.391
Yamhill 11362 579.72 (95.21) 7763 21,097

(7) 1111

1 diti )))) al tax Percentage
rate per 11000 Change io

AV to meet rot torrent Tat
frill eapettiliturc( Rails*

. _

(1)
.905 39.50

6.213 13.811
1.072 112.18)
5.081 12.15

0.47*
112.291*

29.91
19.60

1.547 12.921
38.68

6.511 01.91
12.08

5.132 9.91
3.957 15.12)

.. 16.671
1.888 73.99

1.35*
47.690

90.33*
2.398 18.181

..... 06.83

.886 6.50- 21.59*

a 13.991
3.968 67.44

. . 15.06*
6.321 11.94
5.383 1)6.56

.876 18.39
,632 (7.27)
.... 2,87*
.612 98.49

2.129 10.81
3.689 (3.41)

.331 49.25
.... (13.93)*

e. Source.: Table 1, page 6; Apourtior men, of the Basic School Support Fund lit the Fiscal Year Ending June 30, 1971.
b. Notes Re-tenure item local property tax levies. Source; Table 1, page 5; Summary of Levies and A rents and Analysis of City and County Property Tat Levies for

1970.71 Fiscal Year. Totals for each Es unty -:- column 2,
c. Column 4 = Column 3 - 1674.93. l'a.entheses indicate negative amounts.
II, Source: Table 10, pages 48.9; Summary o: Levi. e and Assessments,
e. Snorer: School District Tax Revenues (SD{ `, Table 1. page 5; Assessed Value 1AV), Table 10. pages 01.9; Sommers of Levi,', and Assessment.. Column 6 =

151/11 AV) a 1000.
f. Column 7 = [(column 4 a Column 2) AV, it $000.
g. Note: indicates counties with per student rap nditu re below $674.93. tnmalkell values are realleml tat rate change [tom current rates fur rounties will, Column 3

greater than $674.93; Column 6' = (Column 7 + 18.159 - Column 6) 'olumn 6.
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OREGON LABOR FORCE BANK DEBITS AND BANK DEPOSITS IN OREGON
(thousands)
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1070: July
(lilober
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Or toiler
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Ira ember

Portland}

All items§ Food

small.: Hank deposits: Oregon Ibid. rd Conuurrrr. Ilank:og Ili,ixiun, Annual
Report, 1970, nod sr Tin, report, Feb. 1072. Ilank debits; original compilations

U.S. city average: rd data rollreted nuperthlv tram olltrial 41 Oregon banks and branch bunks by 11i
All items Food llurests of nosiness and Ero0,0nlr 11e2eare0, 1 145 er.ity 11I Oregon.

113.5 110.8
114.5 110.9

114.9 111.7
114.7 113.6
116.2 114.6
117..1 112.5

116.7 115.8
118.1 115.5

119.2 115.5
120.2 117.8
121,8 119.8
122.0 118.9
122.6 119.0
123.1 120.3

wage earners and clerical workers, both families and single workers: does not
indicate whether It costa more to live In one area than in another,

Includes not only the city of Portland but the entire urban portion of Cla.skama
Multnomah, and Washington counties in Oregon and of Clark county in Wash
ington.

Average of 56 "cities" (metropolitan areas and nonmetropolitan urban places).
5 Computed once every 3 months.

Measures timeto-time changes in prices of goods and services purchased by urban soi,cE Bored. of Labor Statistics, Monthly tabor Re rim, orrinus issues,

BANK DEBITS
Bureau of Busineu and Economic Research, University of Oregon

Hank debits represent the dollar value 41 checks drawn against the deposit accounts of individuals and business firms and are considered good indicators of current activity.
Rot their value for this purpose can be impaired if they include large checks used to transfer funds fur the purchase of certain kinds of capital assets that are not "business
.11 toll,- There ate 48 corporate banking firms in Oregon; this monlh the Bureau of Business and Economic Research collected data on bank debits from 389 banks and
brunt It bank,

Number
of banking

offices
to11111 V reporting

Debits
Jan. 1972

(thousands)

Debits
Dec 1971

(Thousands)

Debits
Jan. 1971

(thousands)

Percentage change
Jan. 1972

Compared with
Dec. 1971 Jan. 1971

/lento. . 1 67.628 $ 76.003 $ 64,521 -11.0 + 4.8
Clackamas 22 158.235 18.1,038 125,615 -13.6 +26.0
Columbia /1 22,292 25,991 16,915 -14.2 +31.8
Corps.. 10 46.627 60,138 49,143 -22.5 - 5.1
Curry 5 19.233 20,540 15,023 - 6.2 +13.1
Douglas ., 14 98,415 122.213 74,696 -19.5 +31.8
Jackson . 23 147,187 165,932 109,278 -11.3 +34.7
Josephine... 5 38,305 47,123 29,759 -18.7 +28.7
Lane . 36 312,133 390.520 263,757 -20.1 +18.3
Lincoln.... 22 22 11 24.125 30.764 22,762 -21.6 + 5.9
!.inn 2222 16 95,347 108,941 81,266 -12.5 +17.3
Nfollnomah 83 3,536,618 .1.067.282 2.904,019 -13.0 +21.8
Washington 28 218.836 272.214 166,387 -19.6 +31.5
Yanthill.. 10 44,254 48,959 38,919 - 9.6 +13.7
Baker, Union, Wallowa 9 41,134 51.781 38,393 -14.8 +15.0
Clatsop. Tillamook 11 50,394 54,828 44,200 - 8.1 +13.8
C lllll k, Deschutes, Jefferson 10 82,733 92,091 61,010 -10.2 +35.6
Gilliam, Grant. !storms., Umatilla, Wheeler 17 76,515 87,717 74,661 -12.8 + 0.3
Hood River, Sherman, Wasco 8 42,328 49,272 39,894 -14.1 + 6.1
Barney, hfalhcur ti 60,597 74,811 56,941 -19.0 + 6,4
Klamath, Lake 10 50.320 78,070 58,919 - 9.9 +19.4
Marion, Polk - 38 44,372 419,580 376,694 - 1.2 +18.0

OREGON 389 15,700,628 16,557,808 14,708,852 -13.1 +21.1

February 1972 3



BUILDING PERMITS
Bureau r-f Business and Economic Research, University of Oregon
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A final question concerns possible changes in I.I. d values

that might be associated w ith tax rate changes mentioned
above. An increase or decrease in tax rates could be ex-
pected to decrease or incrl ase. respectively, relative prop-
erty values. This in turn could alter the tax base in the
affected counties b% changing current market values. The
crucial question raised by such changes is whether they
are of sufficient magnitude to dissuade households and
firms from locating in a particular area. %%hih would. in
turn, affect local levels of capital investment. Current
assessment levels and anticipated changes are not of a
magnitude to suggest that the are major factors in loa-
ilem! decisions.

The final decision regarding the best plan will probably
he a composite of equity and efficiency considerations and
political expediency. Several commentators have suggested
that the U.S. Supreme Court will have the last word, and
that the wait may be long. If. however, the impact of Ser-
rano v. Priest is of the magnitude claimed. is it too soon
to consider the effects it may have on us?
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