
ED 070 158

TITLE

INSTITUTION

PUB DATE
NOTE
AVAILABLE FROM

DOCUMENT RESUME

EA 004 678

Fiscal Planning for Schools in Transition.
Proceedings of NEA Committee on Educational Finance
National Conference on School Finance (12th, New
Orleans, Louisiana, March 23-25, 1969.)
National Education Association, Washington, D.C.
Committee on Educational Finance.
70
259p.
Committee on Educational Finance, NEA, 1201 Sixteenth
Street, N. W., Washington, D. C. 20036 ($3.50)

EDRS PRICE MF-$0.65 HC Not Available from EDRS.
DESCRIPTORS Budgeting; Conference Reports; Court Cases;

Decentralization; *Educational Finance; *Equal
Education; Expenditure Per Student; *Federal Aid;
Federal Programs; *Financial Problems; Inner City;
Management Systems; Planning; Programing; Property
Tares; School Taxes; *State Aid; Systems Approach

IDENTIFIERS *Planning Programming Budgeting Systems; PPBS

ABSTRACT
This report contains 38 papers on diverse current

problems, issues, and trends in educational finance. The most
frequent topic of discussion concerns equality of educational
opportunity. Some authors attempt a definition of equal opportunity;
others present evidence that equal education is not being achieved.
Other topics covered in the papers include (1) decentralization and
the financing of inner city schools, (2) the role of State aid in
educational finance, (3) the use of PPBS in managing education, (4)

federal education programs, and (5) judicial assaults on State school
finance systems. (JF)



CC)
LC

C)

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

THIS DOCUMENT HAS BEEN REPRO.
OUCEO EXACTLY AS RECEIVED FROM
THE PERSON OR ORGANIZATION ORIG
INATING IT POINTS OF VIEW OR OPIN
IONS STATE° 00 NOT NECESSARILY
REPRESENT OFFICIAL OFFICE OF EOU
CATION POSITION OR POLICY

Fiscal Planning
for Schools in

Transition

NEA COPANIITTEE ON EDUCATIONAL RNANCE

Proceedings of the Twelfth National Conference on School Finance

March 23, 24 and 25, 1969

Jung Hotel

New Orleans, Louisiana

Sponsored by the

Committee on Educational Finance
National Education Association
1201 Sixteenth Street, Northwest

Washington, D.C. 20036



NEA Committee on Educational Finance

WILLIAM D. FIRMAN, Chairman, 1968-69
Assistant Commissioner, State Department of Education,
Albany, New York 12201

WILBERT V. BOLLIGER, Chair man, 1969-70
Classroom Teacher, 695 West Phillips Boulevard, Pomona,
California 91766

PHI`i P. HINDMAN
Classroom Teacher, 1128 Walnut Drive, Casa Grande, Ari-
zona 85222 (Term ended July 1969)

WILLIAM P. McLURE
Director, Bureau of Educational Research, College of Edu-
cation, University of Illinois, Urbana, Illinois 61822

JOHN A. MATTHEWS
Executive Secretary, Madison Teachers, Inc., 502 East Main
Street, Madison, Wisconsin 53703

J. CASEY OLDS
Classroom Teacher, 19 Loris Road, Danvers, Massachusetts
01923

National Education Association

GEORGE D. FISCHER, President

SAM M. LAMBERT, Executive. Secretary

GLEN ROBINSON, Assistant Executive Secretary for Re-
search and Director of Research Division

JEAN M. FLANIGAN, Assistant Director of Research Divi-
sion and Staff Contact for the Committee on Educational
Finance

GAYE B. BECKER, Systems Analyst of Research Division
and CEF Conference Coordinator

BEATRICE C. LEE, Publications Editor of Research Division

Copyright 0 lir/0 by the
National Education Association

All Rights Reserved
S3.50 per copy

PERMISSION TO REPRODUCE THIS COPY
RIGHTED MATERIAL BY MICROFICHE ONLY
HAS BEEN GRANTED BY

N Fit
TO ERIC AND ORGANIZATIONS OPERATING
UNDER AGREEMaNTS WITH THE US OFFICE
OF EOUCATION FURTHER REPRODUCTION
OUTSIDE THE ERIC SYSTEM REOUIRES PER
MISSION OF THE COPYRIGHT OWNER"



Contents

Foreword, William D. Finnan 5
Greetings from the National Education Association,

Glen Robinson 7
The Meaning of Commitment, Harold Taylor 9
The Changing Economy and Its Implications for Schools:

Education Costs, Tax Bases, and Government Support,
John D. Hogan 19

Some Political Aspects of Educational Finance, Farris Byant 25
The Education Gap, Edward J. Steimel 29
Financing Public School in the 1970's, Erich L. Lindman 39
The Judicial Assault on State School Aid Laws,

August 1V. S/cinhi/ber 44
Detroit's Fight for Equal Educational Opportunity,

Abraham L. Zwcrdling 49
Contemporary ChallengesMyths or 'Models, George J. Collins 58
Decentralization and the Finance of Inner-City Schools,

Henry M. Levin 66
Criteria for Evaluation of Financial Aid to Education: The Need

for Re-examination, Ernest Bartell 73
Contemporary Challenges: Monitoring Human Inputs into the.

Schools, Austin D. Swanson 80
Decentralization in New York City, Lloyd L. Hogan 85
Effect of State Aid on Locni Taxation: A Case Study of an Oregon

County, Henry Osibov 88
Federal Legislation: The NEA Posture, Mary C. Ceram 93
Federal Education Programs, Emerson J. Elliott 96
The 1967 Census of Governments, Lyndcn Manna?! 102
Comparability of Statistics and School Finance, Carol Joy Hobson 110
Comparative Costs of Education Among States,

William R. Dormandy, Jr. 117
PPBS and MIS: Their Role in Managing Education,

Joseph A. Perkins, Jr. 123
An Overview of Planning. Programming- Budgeting Systems,

John W. Dorsey 132
Planning-Programming-Budgeting Systems: Boon or Bane for

Cost-Effectiveness Studies, Orlando F. Film) 141
Financing the School Food Service Program at the State Level,

Thelma G. Flanagan 150
Financing the School Food Service Program at the Local Level,

Irene Y. Pauli 158
National Educational Finance Project, R. L. Johns,

Kern Alexander, and Richard A. Rossmiller 162
Long-Ranr Nanning for'Public EducationA Texas Example,

Glenn H. Ivy 171
Revision of State Support Programs, Vernon Melton 182

'
3



4

The Determinants of Educational Expenditures in New York
State, Lloyd L. Hogan and Fred H. Bentley 188

Bond Issue Election Defeats: Selected Western States, 1966-67,
W. Montfort Barr and A. T. Lindley 197

Understanding Local Budgets, Thomas J. Northey 212
Awards in School Finance Research

The IMestment of Idle Funds by Large Public School
Systems, Bobby D. Anderson 218

Local Determinants of PerPupil Expenditure in Suburban
High School Districts, Dale E. Fisher 221

Property Tax Determinants of Educational Expenditures,
Laurence E. Harvey 229

An Analysis of the Relationship Between Social Characteristics
and Educational Voting Patterns, IVilson K. Jordan 239

An Adequate Foundation Program and State Distribution
Formula for Indiana School Districts, Ralph L. Kelly 246

Effects of Matching in Federal Aids on Selected Indiana School
Districts, Alex C. Moody 250

Allocating Financial, Resources by Using Legal Program
Descriptions, Donald M. Wickert 256

Determination of the Need for lima-County Equalization in
Tennessee, Edward E. Williams 261

Roster of Participants 264

4



Foreword

rrs 12ru AN:Nem. Conference on
School finance, the Committee on
Educational Finance of the National
Education Association went beyond
the traditional concerns of school
finance practitioners.

Some authors attempted a defini-
tion of equality of educational oppor-
tunity. Others presented evidence that
equality of educational opportunity is
not being achieved. One is left with a
feeling that neither the end nor the
means to achieve equal educational
opportunity through finance plans are
as clear as they once were to educators
and to school finance practitioners.
Agreement seems to exist only on the
fact that the financing of schools is in
transition. Revolt by students. teach-
ers, parents, or taxpayers seems a pos-
sibility if reforms and restructuring
arc not extensive and immediate. The
papers differ in proposed solutions
and likely directions for the future.

The Committee on Educational
Finance of the NEA presents these
diverse views as a contribution toward
understanding the diverse forces af-
fecting school funding. The views
expressed by the authors arc their own
and do not necessarily reflect the
viewpoint or policy of the Committee
or the NEA.

Once again papers of the winners
of :wards for doctoral dissertations
in school finance are presented. The
Committee wishes to express its ap

prcciation to Dr. Forrest E. Connor,
Executive Secretary of the American
Association of School Administrators,
and Dr. Glen Robinson, Assistant
Executive Secretary for Research,
NEA, who with the Chairman of the
Committee on Educational Finance
served as the committee of judges for
the awards.

The Committee also expresses its
appreciation to the staff of the Re-
search Division who contributed to
the Conference and the Proceedings:
Joanne Bodlcy, Research Assistant;
Gaye Baber Becker, Conference Co.
ordinazor; Beatrice C. Lee, Publica-
tions Editor; Wally Slicer, Chief, Copy
Preparation; Louise Wender, Noni
Palmer, Ann Rossini, Carol A. Milan,
and Carolyn J. Turner, Secretaries.
A special note of appreciation is ex-
tended to Eugene P. McLoone (for-
merly with the Research Division and
now a professor fu the Department of
Economics, College of Business and
Public Administration and the De-
partment of Administration, Supervi-
sion, and Curriculum, College of Edu-
cation, University of Maryland) who
directed this Conference, Without the
assistance of these staff members, and
the program participants, the Com-
mittee could not accomplish its tasks.

IVilliain D. Finnan, Chairman
NEA Committee on Educational

Finance, 1968.69
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Greetings from the National Education Association

Glen Robinson
Assistant Executive Secretary for Research

IT IS MY PLEASURE to bring you greet-
ings from the National Education
Association and from President
George Fischer and Executive Secre-
tary Sam Lambert. As some of you
recall, Dr. Lambert was part of the
pioneering group that started the
National School Finance Conference
in 1957 and has taken part in many
of the previous meetings. He is in-
terested in what you will be doing
here this year and sends to you his
warmest and best wishes.

The program of the Committee on
Educational Finance is one of NEA's
most important activities. All the
aspirations and ambitions for Ameri-
can education depend upon an
adequate financial base for schools.
The NEA Committee on Educational
Finance has contributed to improving
the climate for public support of
schools. It has helped to increase
public awareness of the crucial role
played by school finance in American
education. The Committee has
helped stimulate growth of sophisti-
cated scholarship and research in this
field. Through the compilation and
publication of research reports in
cooperation with the NEA Research
Division, it has established a center
for disseminating information about
educational finance. Perhaps the most
important contribution of the Com-
mittee to the development of school

at.

finance is its sponsorship of this
Annual Conference.

When this Conference was started
by NEA 12 years ago, it was only a
small discussion group of a few people
interested in improving school sup-
port. Today, it is recognized as the
major forum for discussion of both
theory and practice in school finance,
and the published Proceedings of the
Conference have become major source
books of school finance literature.
NEA is pleased and proud of this
growth. It is a source of great satisfac
tion to see the increasing number of
persons who attend the Conference
each year and the growing influence
which this group has come to exercise.

NEA feels a close relationship with
you. I know that you reciprocate that
feeling. Last year a number of you in-
quired about becoming NEA mem-
bers. This year it will be possible for
those of you who wish to join NEA
to do so right here. We have mem-
bership application blanks at the
registration desk, and you can pick
them up after this session or at any
time during the Conference. We
should like to extend to all of you
who are not now NEA members a
cordial invitation to join the NEA.

The Conference meets this year at a
time of ferment of ideas about the
future of educational finance to
discuss problems related to "Schools

t'.-1 7



in Transition." One important prob-
lem you will be discussing is the set of
current lawsuits which contend that
certain state and local school finance
plans violate the "equal protection"
clause of the Fourteenth Amendment
to the Constitution. NEA and its
Committee on Educational Finance
have a keen interest in the outcome
of these cases, which could, I believe,
have as great an impact on existing
school finance and school district
structure as the oneman-one-vote
decision had in the political arena.
During the past few months the Com-
mittee on Educational Finance has
been following these cases closely and
studying their implications. Last

8
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week, NEA in conjunction with three
other national groups, entered an
amicus curiae brief asking the Su-
preme Court of the United States to
hear the arguments in support of
equal treatment under school finance
plans in the Illinois case of McInnes
v. Ogilvie.

In this, as in other problems to be
discussed at this Conference NEA has
a stroll!: interest in the ideas that you
will be considering. As you begin this
Conference, I am pleased to extend to
you the greetings of the National
Education Association and to wish
you a successful and constructive
meeting in discussing the financial
problems of "Schools in Transition."



The Meaning of Commitment

Harold Taylor

I BEGIN WITH the opening lines of
" the Campus on the Hill," a poem by
William D. Snodgrass, from his book
of 10 years ago, Heart's Needle:

Tomorrow has broken out today:
Riot in Algeria, in Cyprus, in Alabama;
Aged in wrong, the empires arc declining
And China gathers, soundlessly. like evidence.
What shall I say to the young on such a

morning?

Nine years later, the campus is still on
the hill, tomorrow is still breaking
out today, and only the names of the
places of rioting have changed, with
more added to the listBiafra, Beirut,
Prague, Jordan, Vietnam, San Fran-
cisco, the Soviet borderwhile China
has gone on gathering, soundlessly,
like evidence, and every day we face
the task of asking, What shall we say
to the young on such a morning?

Somewhere in the middle of the
1960's the students and American
society together reached the end of an
era. At a certain point it became clear
that ti'e texture and quality of the
national life had altered within itself,
and in such a way that the institutions
designed to support itthe univer
sities, the schools, the government,
the economic structure, the social
agencies, the political system itself

Dr. Taylor is Lecturer and Consultant, New
York, New work.

had become incapable of responding
to the deepest needs of its citizens.
Before that point, it was possible for
the old ways of life to continue while
an American war went on and a social
revolution gathered strength. America
made continual proclamations of com-
mitment and admonitions to herself
as the bodies piled up and the violence
grew. Reports were written, speeches
were made, political leaders were
murdered, research of every kind told
the story of a confusion of commit-
ments and a welter of contradictory
purposes while the country titter-
tained itself with sports festivals,
along with filmed, televised, and
written versions of the violence and
social disorder it claimed to abhor.

Then something started to happen.
The students and those they admired
entered into a common perception of
the size of the national failure and
the enormity of possible disaster. The
enemy was seen to be within; it was a
moral complacency in the use of
national power, a turning away from
a reality which had lost its true mean-
ing. It was then no longer possible
to proclaim, to point, to denounce,
to deplore, to stand slack-jawed while
the evils multiplied. There had to be
action of a large-minded and generous
kind, and it began to be seen that if
the field of action were not taken by

8
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those within the present institution
of a democratic society, the institu-
tions would be swept away or altered
in such degree as to become unrec-
ognizable in a democracy.

The students had become aware of
the arithmetic of commitment. In a
capitalist democracy, the question of
who has the money and how it is
spent is a basic testing point of the
values of the society and its priorities.
In a society which constantly measures
itself by numbers and statistics, all the
way from body counts of the dead on
either side in its wars to lifetime
batting averages in its baseball scores
and grade-point averages in its high
schools and colleges, a clear measure
of its commitments can be given by
what it does with its money.

Looking at it from this point of
view, we count up the score and find
that we have commited $70 to $90
billion a year and 33,000 American
lives to a war which has been disas-
trous to our national and interna-
tional life, that we have been seriously
thinking about putting S50 to $100
billion into a futile anti-ballistic
missile system which can only escalate
the arms race while providing no se-
curity for upwards of 20 million
American citizens subject to instant
annihilation, that we are willing to
invest $30 billion in a race to put a
man on the moon before the Russians
do, $10 billion to a supersonic trans-
port which will carry the well-to-do at
incredible rates of speed across the
country and around the world to
carry out missions of no great impor-
tance, while we cut the funds avail-
able for education, hold down
teachers' salaries, :educe our foreign
aid programs, refuse to invest in inter-
national programs even to the amount
of the $16 million authorized for the
International Education Act of 1966,

10
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.and while the educational system
falters for hick of funds, 20 million
Americans remain below the poverty
line, and 10 million of our people at
such low nutritional levels that they
are either at or below the starvation
line.

These arithinetical facts have not
been lost on the members of a new
generation, two-thirds of whose mem-
bers have been wised in comparative
affluence, while the other third has
been struggling in their black com-
munities, on the Indian reservations,
in the ghettos, white and black, rural
and urban, to gain an economic and
social opportunity guaranteed to
them by the commitment of American
democracy to a just society. That is
what the student protest movement is
about. The students have simply
pointed out that if the commitment
of this country to military and techno-
logical enterprises can be made so
generously and lavishly, the United
States, as the richest, most powerful,
and resourceful nation-state in the
world can spend its money and its
human resources on making a society
in which every human being has a
chance to become what he is capable
of becoming.

In this, the students are joined by a
scattering of educators. Ralph Tyler
has estimated that it will take an
additional $6.5 billion a year of
federal funds to deal adequately with
elementary and secondary schools.
Clark Kerr estimates that by 1976, it
will take an additional S15 billion a
year to cope with the needs of the
colleges and universities. Yet all over
the country, the present educational
budgets are suffering from the attri-
tion of poverty, with more and more
citizens, governors, and state legis-
lators looking for ways of reducing the
taxes and sums for education, while



looking at television programs of men
in orbit in outer space, athletes who
are paid from $50,000 to $100,000 a
year, and scenes of war in which the
spending of S100 million a day is a
common occurrence.

So much for the arithmetic of com-
mitment. What about the philosophy?

Those presently alarmed at the
vehemence and militancy of American
student action should be reminded
that the history of American higher
education is the history of students
who came into it and transformed it
by what they did there. The faculty
came into the system because the
stt,.;!:--its were there to be taught.

presidents and trustees were
io it 1),,:ause the faculty had to be

to teach, and buildings,
grounds, and equipment had to be
bought, money had to be raised. The
character of the curriculum and how
it was planned depended partly on the
available knowledge and its division
into appropriate patterns, partly on
the purpose for which the college had
been started, but mainly on the pur-
poses and character of the student
body attracted to it.

In the nineteenth century, changes
in education came about when it be-
came impossible to continue with the
old ways of teaching and with the old
curriculum, because the older ways
had lost their power to educate the
people for whom they were intended.
The educators, therefore, lost control
of student lives. The purposes of the
students were not linked to the con-
tent of the curriculum, no matter what
the purposes of the college as stated!
by its authorities. The students either
could not or would not learn what
they were told to; they would not
behave according to plan. They
rioted, demonstrated, signed petitions,
threw rocks and tomatoes, or simply

put up with it and retaliated by nct
learning. Or even worse, they went
elsewhere.

For it is also true that the history
of American education is not so much
the story of institutions as the story
of a particular breed of men and
women who started institutions for
students, for a variety of motives, to
do a variety of things. Sometimes it
%vas simply a question of finding a job
by starting up an educational business
of one's own. At otheis, it was to
teach a religious faith, to advance the
cause of science, or industry, a voca-
tion or a profession. Whatever the
motive, the colleges could not have
begun if there had not been a suffi-
cient number of students who were
attracted to the purposes of the insti-
tution as advertised, and the institu-
tions could not have continued if the
students found no purpose in staying
there.

Another way of saying this is to
point out that students act as instru-
ments which register automatically
the character and needs of their
society, and act as the testing point
for the relevance of one or another
kind of education to the society. The
change in the middle years of the
nineteenth century from the classical
curriculum to the introduction of the
sciences and other subjects was not
merely a sign that the curriculum
had fallen behind the available
knowledge of the nineteenth century,
but that the curriculum had become
irrelevant to what the students in-
tended to clo with their education.
The students would not learn it be-
cause they could not use it.

If colleges continued to offer only
those subjects sanctified by cultural
habit and tradition, they would either
lose their students or create a crisis
in morale among the ones they already

10
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had. If colleges continued to demand
particular standards of conduct in the
students' personal, political, or social
life in a society which was more open
and free than the society inside the
college or university, they inevitably
found themselves confronted with
tlirect challenges to their authority to
maintain controls. The changes came
from the challenges.

In the structure of American
higher educationthe earlier acade-
mies which became colleges, the land-
grant universities, the colleges for
women, the Negro colleges, the Catho-
lk and Protestant colleges, the com
munity colleges, the teachers colleges
the forms and patterns of the cur-
riculum itself have been shaped more
by the constituencies which the in-
stitution!: have attracted than by a
philosophy of education to which the
institutions and their adherents gave
institutional and cultural expression.
By constituencies I mean not only
the students. They are the center of
an entire cluster of constituencies
which revolve around them. These
consist of their parents, the taxpayers,
the legislators, the faculty, the ad-
ministration, the employing agencies,
the donors, the alumni, and, in a large
sense, the public, which gives its tacit
assent to a system in which public and
private funds are encouraged to flow
into the stream of education for the
generations. The philosophy of edu-
cation is formed by the demands of a
democratic, pluralistic society, and by
the tension between these demands
and the response made to them by the
educating community in the schools,
colleges, and universities.

This is in fact the source of the
enormous strength of the American
system of higher education. It has
kept the system in touch with its own
society, again, through the necessity

12
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of dealing with the students who are
its representatives. When education
is planned from the top down, as it is
in the European and English universi-
ties to which so many American uni-
versity planners have given intellec-
tual obeisance, it is bound to lose
touch with the reality of the students'
lives and what those lives contain
and is then unable to connect its own
purposes with the needs of the stu-
dents it teaches. The centralited sys-
tem of European higher education
and its colonial counterparts in Asia,
Africa, and Latin America give ex-
pression to the political and cultural
system of a class society, not to the
lifeneeds of new sections of the
society among the middle and lower
classes.

Something of this attitude toward
a centralised intellectual and cultural,
and therefore political, authority has
entered the American system. It Ims
come through the rise to power of
the universities as autonomous social
institutions, whose autonomy is om-
promised by the very source of their
strength, that is, the direct connec-
tion between them and the existing
centers of power in government, in-
dustry, and the technological com-
munity. The academic profession
with its administrative apparatus not
only controls the sources of manpower
for operating the society, it controls
the curriculum and the institutions
through which the manpower is
developed, and dictates the terms in
which education is conducted, with an
influence spreading downward as far
as the kindergarten and elementary
schools.

That is how universities lost touch
with their students. In rising to their
present degree of power, the academic
profession and the universities were
not carrying out a plan of centraliza-



non consciously developed by their
members to gain control of the society
and its educational system. They were
simply carrying out the task society
had assigned to themto create and
distribute the knowledge needed by
the social organism to make it func-
tion. Their method of creating, as-
sembling, and distributing the know-
ledge was to band themselves together
inside the universities in groups of
experts in each of the departments
and divisions of knowledge, and to
hand on what they knew by lectures,
textbooks, works of scholarship, and
research. As far as students were con-
cerned, the faculty assumed that they
came to the university to receive
knowledge from the experts, and that
if they did not come for that, they
had no business being there. What-
ever might be the students' political,
social, cultural, or personal interest or
commitments, these were considered
irrelevant to the primary reason for
their attendance, which was to learn
what was taught in the curriculum.
The reason the American universities,
colleges, and schools have not had
serious trouble with their students
until the recent past lies in the fact
that they have been class institutions,
including the public universities and
even the public schools, which have
now been caught in the act of sub-
verting the lives of an entire sector of
the lower classes. While controlling
the flow of entrants into the privileges
of the society, the colleges and uni-
versities have benefited from the fact
that until now the lower classes, par-
ticularly the black community, have
submitted unwittingly to that control.
without knowledge enough to under-
stand the nature and possibilities of
their own situation. The children
and the families of the poor and the
black, lacking the educational, politi-

cal, or even psychological means to
mount a revolt, have submitted in the
past to the controls of a society whose
educational system has screened out
the have-nots in favor of the haves.

This is not because a band of class-
conscious white racists have built a
national system of education designed
to hold down the underprivileged.
There are sections of the country,
more than is commonly recognized,
where this is the case. If it were not
for the law, there would be many
more. Other sections, mainly in the
suburbs, develop their on educa-
tional enclaves which are in fact
private schools to which tuition is
paid and called local taxes, and have
nothing to do with have-nots of any
kind. But this is not the national
intent nor is it claimed as national
policy. In fact, the main struggle to
achieve a democratic educational sys-
tem is between the federal government
and those in the separate communities
and states who oppose it.

The American educational system
has gradually evolved over the years
from the intentions of a democratic
society whose members have not faced
the consequences of their own inten-
tions, and whose educators have sel-
dom thought of the intimate connec-
tion between education and social
change. The universities and schools
have simply grown to their present
size and power by adapting to the
needs of those with a political and
economic constituency, and as new
constituencies have arisen and the
numbers within them have increased
to an overwhelming size, the older
patterns of educational and social
thought have persisted until blown
out of their place by social or eco-
nomic dynamite.

It was Horace Mann who went to
the center of that problem. "Educa-
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tion, then," he said, in his classic
American statement, "beyond all
other devices of human origin, is the
great equalizer of the conditions of
menthe balance-wheel of the social
machinery. I do not here mean that
it so elevates the moral nature as to
make men disdain and abhor the op-
pression of their fellow-men. This
idea pertains to another of its attri-
butes. But I mean that it gives each
man the independence and the means
by which he can resist the selfishness
of other men. It does better than
to disarm the poor of their hostility
towards the rich: it prevents being
poor." I

There is now a very large popula-
tion of college students; the 61/2 mil-
lion of them compose 40 percent of all
college-age American youth. Except
for a half million, they are all middle-
and upper-class whites, many of whose
parents at one time were poor, and
they have confirmed Horace Mann's
prophecy. They have the indepen-
dence and the means to resist the
selfishness of other men; a minority
among them have created the condi-
tions under which a humanitarian
movement has been set in motion.
The concerned students, whether radi-
cal, liberal, moderate, or conservative,
are seeking commitments which can
give direction to their lives and mean-
ing to their education.

What are the commitments they
seek?

They are looking for ways in which
educational reform can address itself
to the problem of building a new
society. Having found too little help
from their elders, they are now form-
ing their own community of the

I Mann. Horace. "Report for 1848." Life
and Works of Horace Mann. Vol. IV. Bos-
ton: Lee and Shepard Publishers, 1891.
p. 251.
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young, in tutoring in the ghettos, join-
ing VISTA, the National Teacher
Corps, the Peace Corps, in the free
university movement, in student ex-
perimental colleges. In their own way,
they are returning to that most origi-
nal of American dates, the idea of the
land-grant university. They want bet-
ter education, not only for themselves,
but for all the citizens. They want
citizens' schools and people's colleges.

The land-grant idea was a radical
philosophical principle. But it was so
much a product of American experi-
ence, of the American temperament,
and of the local American conditions
at the time of its origin that any at-
tempt to cite a philosophy which could
be said to have directed its educational
wisdom would be intellectually impos-
sible. It did, of course, rely on popu-
list sentiment, and it did express a
bold educational theory. But the phi-
losophy and the arguments to support
it as congressional legislation in 1862
emerged from the American situation
of the nineteenth century. The land-
grant proposal did not furnish a co-
herent set of arguments which could
be expressed in a philosophy until
later on, after it had formulated its
own meaning through experience in
educational and social ntion. It found
out what it was through discovering
what it was doing.

Consider, for example, the use of
land as a basis for the national sup-
port of universities to be adminis-
tered by the states. Although the idea
turned out very well, it was not pro-
duced as an educational or social con-
cept, but by the fact that the political
situation in the 1860's was one in
which (a) it could be argued that
what was being clone for the children
of the businessmen and the well-to-do
should be clone for the children of
workers, farmers, and the common



man; and (b) that it could be done
without increasing taxes or taking
revenue away from business and in-
dustry, simply by giving away land, of
which there was a great deal around,
and letting the states make what use
of it they could, for revenue and eco-
nomic investment. Had the Morrill
Act proposed a national tax to make
its educational program possible, it
would have died early.

Or consider the philosophy of ser-
vice to all citizens which flowed from
the land-grant conception and grew
into the strongest social and economic
instrument the universities of any
country have ever had. The philoso-
phy did not spring from the minds of
intellectuals for use as an American
doctrine. It grew from the particular
nature of American social and eco-
nomic expansion, which, given the
elements of a capitalist liberal democ-
racy, had to create its own kind of
educational instruments if it were to
be successful in its expansion.

If I had a choice as to how I would
like to see an educational system de-
velopedby educational plans linked
to a clear social philosophy and made
by intellectuals, or by starting with
the needs of an expanding democratic
society and making institutions to meet
those needs as the society went along
I would unhesitatingly, gladly, en-
thusiastically, and irrevocably choose
the latter. Having made that choice
retroactively, I would unhesitatingly
defend it and the educational conse-
quences in America which have flowed
from it, as a philosophy of education
we were fortunate enough to have
invented from the materials of the
American experience. The nineteenth
century debate was between the utili-
tarians in support of the practical
functions of the university in serving
its society, and those on the other side

who supported the conception of the
university as the sanctuary of scholars
and the home of the disembodied in-
tellect. The debate helped to resolve
the question into its practical answers,
and it made clear that the distinction
itself was false. Unless the university
could extend the range of its service to
society by moving into the broader
areas of scientific and scholarly re-
search, and at the same time could
reach out to the communities and
their members to minister to the in-
tellectual, cultural, and educational
needs which existed there, it could do
neither one with any great success.

One reason was that the citizens, if
they were to support the public uni-
versities, had to be able to see what
they were getting for their money.
They had to believe in what their
universities were doing, and it would
be very hard indeed to convince the
uneducated American citizen that he
should pay for the education and re-
search training of an elite of Ameri-
cans who would use their education
and intellectual privilege either for
purposes exclusively their own or for
running the country in ways which
they, as elite, thought advisable. This
is not anti-intellectualism on the part
of the citizen. It is the natural re-
sponse of the citizen in a democratic
society whose institutions are con-
ceived as servants to the people and
not as agencies for expressing the will
of an intelligentsia. The form of the
polity produced the form of its edu-
cation.

What seems to me to have now hap-
pened is that the primary insight of
the American conception has slipped
out of the minds of those who now
conduct the contemporary debate. In
any number of ways, it is of the high-
est degree of importance for America
dial. controversies such as those (level-
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oped in California over the present
and future of higher education should
have reached the stage they have in
public visibility and public impor-
tance. It is a controversy about how
American life should be lived and what
shape the American future should take.
The presence of Governor Reagan as
the political symbol of American ma-
terialism and authoritarianism is as
important as the presence of the stu-
dent protest movement against it, since
it makes clear the fundamental issue
around which the most serious educa-
tional and political questions must be
raised.

A controversy of this magnitude in
one state is an educational factor in
the politics of all states. Having
worked its way from the Berkeley of
1964 toward some kind of resolution
about the nature of the public obliga-
tion of the public university toward
its students and, its citizens, there is a
kind of historical inevitability in the
fact that the same kind of test has been
put so clearly and forcefully in the
public obligation of the private uni-
versity in the case of Columbia Uni-
versity in 1968.

If the colleges and universities con-
tinue the present pace of their slow
adaptation to the legitimate educa-
tional demands of the disadvantaged,
black and white, they will find them-
selves outrun by events and changes
over which they have no control.
There are now forces within the mass
democracy, below the level of public
visibility in the past, which have be-
gun to coalesce and to become highly
visible through the instruments of the
mass media. By the very act of organ-
izing the black-power movement and
using it to take political action for
themselves, the members of the black
community have created their own
educational environment with its own
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intellectual and cultural stylea style
of direct action and confrontation pol-
itics. Having been blocked from the
regular educational system, and hav-
ing found that large parts of that sys-
tem are in any case irrelevant to their
needs, the black activists have edu-
cated themselves through their life in
the streets, through their rallies, dem-
onstrations, speeches, churches, com-
munity groups, rent strikes, television
watching, and the transister radio.

The example of Malcolm X's life
and what he has written about it, the
life of Martin Luther King and his
speeches and television appearances,
the speeches of Stokely Carmichael,
the actions of Eldrige Cleaver and the
Black Panthers, the manifestos and
demands of the black student move-
ment, the black comics, from Mabs
Mobley to Flip Wilson and Dick
Gregorythese are the teachers in an
owr-all educational environment in
which black speakers at parents' meet-
ings and protest rallies have replaced
the role of wh'te teachers and univer-
sity professors. The classroom is the
street. The curriculum is the whole
culture; the arts of jazz, folk music,
spirituals, church services inject them-
selves into life and replace the ban-
ality of art appreciation classes in
schools and colleges with live perform-
ances of public arts which are satu-
rated with political, social, and spiri-
tual meaning.

Direct action and political organi-
zation provide for the black commu-
nity and its growing number of young
activists the content of a new kind of
social knowledge drawn from experi-
ence, and a new political style spring-
ing from the mil tradition of those
who never learned to read. If you
can remember what the preacher said,
you don't need to read it; if you can
remember what was done to you and



your ancestors who have told you their
stories, you can create your own lit-
erature by saying it, singing it, acting
it while others write it down. The
others, both black and white, will put
it into their magazines and research
reports, their television and radiu pro-
grams, their musical comedies, rock
records, interview programs, and films.

In this way, the black community
has talked, acted, and organized
around issues and demands rising from
its own culture, creating its own in-
tellectuals who start with a belief in
themselves, without the handicap of
having been educated through the
stereotypes from the textbooks to ex-
plain the Negro to himself. Without
formal education, the black commu-
nity is free to make its own demands
in its own terms, and if it has not
learned to follow white rules of politi-
cal and social behavior, it has learned
instead how to teach the whites about
the blacks, and how to teach the edu-
cators what the black community
wants from its schools and colleges.
The social science and humanities
curriculum is thereby being reformed,
mainly because the black students,
their parents, and the black commu-
nity have demanded the reform. They
have insisted on a reinterpretation of
the historical past and contemporary
history to take account of the reality
of Afro-American culture. In doing so,
the black activists and their surround-
ing constituency have become catalysts
for education and social change while
rallying to their cause a younger gen-
eration of whites who see white society
through their eyes and who find that
they see more clearly that way.

There is therefore in the making a
new movement, started by the younger
generation, aided by forces deep within
the society and the existence of federal
funds, for a form of national service

aimed directly at the problems of so-
cial change. The manpower for social
change already exists in the American
high school and the American colleges.
NVhat remains to be clone is to provide
a national economic and social frame-
work in which the manpower can be
put to work, with the colleges and
universities acting as the administra-
tive and intellectual centers for car-
rying out the program.

A plan for national service can be-
gin on the campuses, not only with
proposals for educational change in
the service the young can presently
give in conjunction with their college
studies, but by the development of
comprehensive plans and policies to
be urged upon the government for
alternatives in service to military con-
scription. Only one more step need
be taken beyond the present situation
to form a national service corps for
youth, with scholarships, fellowships,
and stipends to match, containing in
one concept the Peace Corps, the Na-
tional Teacher Corps, VISTA, Job
Opportunity Centers, Head Start, and
all the others, with more besidesin
which youth can serve not war but
peace, not social status but social need.
The autonomy of the present pro-
grams could be preserved, while the
administration of the human services
curricula and projects could be ar-
ranged by the colleges, with direct
grants to qualified candidates in the
same style as the GI Bill following
World War H.

Although it does not appear on
the surface, the volunteer movement
linked to national service is an exten-
sion of the idea of land-grant educa-
tion, defined not only as the idea of
bringing to the citizens the education
they need, but doing so by fedeval
subsidy which leaves the educational
programs in the hands of the colleges,
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universities, and the students. It is
also linked to the elective principle by
the fact that the subsidy would be
provided, as was the case with the
veterans of World War H, directly to
the students, who may then choose the
institutions and the programs which
they wish to enter. Because their edu-
cation would then be linked to a form
of community service, there would be
a generous degree of latitude in the
form their education will take. Part
of what has been proposed by the
Carnegie Commission on Higher Edu-
cation in its 1968 report, Quality and
Equality, can be converted to this con-
cept. The report recommends a civil-
ian GI Bill, the direct grants to stu-
dents and a cost-of-education allow-
ance to the colleges of their choice.
A modification of the idea could pro-
vide for direct grants to students for
work in the human services linked to
college studies in the humanities, so-
cial sciences, and education.

When we look at our resources in
human talent, we find that we have
them in profusion. The energies of
youth have already been revealed
partly in the revolt against established
authority and existing social evils,

18

17

mainly in the initiative they have
already taken for the reform of edu-
cation and society. When we look at
our human needs, we find a host of
problems of a kind which can be
solved only with the cooperation and
support of the thousands and thou-
sands of young Americans and their
allies in the older generation.

What now remains is to match our
needs with our resources and to invest
our money and our energy in the
people and their educational system.
You who are here tonight are, among
all others, those most knowledgeable
in the use of American economic re-
sources for the solution of American
educational problems. You know how
it can be done. You know that it must
be done. The commitment which you
seek on the part of others you already
hold among yourselves. It is, there-
fore, a matter of deciding, through
your deliberations at this conference,
what can and should be said to the
young on such mornings as follow
such evenings as these, and which, day
after day, go to make up the weeks,
months, and years of struggle to use
the world's resources for the benefit
and welfare of mankind.



The Changing Economy and Its Implications for Schools:

Education Costs, Tax Bases, and Government Support

John D. Hogan

AN IMPRESSION has taken hold among
the general public that support of
public education in the United States
has at last attained some level of ade-
quacy. Participation of the federal
government in school finance, espe-
cially in metropolitan areas, is pre-
sumed to have brought this happy
situation to pass. This viewpoint
probably underlay the tendency of
school bond issues and budgets to
have tough sledding in many districts
and for education to come off badly
from the trade-off processes in which
it competed for federal financial re-
sources during this year of continued
prosperity. We can lament this mis-
understanding and try to set the facts
straight; but we must recognize that
the facts are difficult to package for
general consumption,. and that public
impressions reflect attitudes as well as
ignorance of facts.

Any inquiry into the sharing proc-
ess that determines how financial re-
sources will be used in the American
public sector during 19g9 encounters
at once the stark reality of the Viet-

Dr. Hogan is VicePresident of Planning and
Research, Nationwide Insurance Companies,
Columbus, Ohio. This paper was delivered
at the Conference on Critical Issues Affecting
the Schools in an Era of Change, January 21-
28, 1969, Washington, D. C.

nam war. The war will for the third
year require a greater outlay than the
current expenditure on elementary
and secondary education by federal,
state, and local governments. No
greater challenge to the financial cost
of the war can be raised than that it
has traded the cost of a fully equipped
modern high school for the extermina-
tion of five to ten Vietcong.

Indirect effects of the war have fur-
ther aggravated the problems of school
finance. Interest on the enlarged fed-
eral debt caused by the war has in-
creased the burden on the federal
budget of fixed charges, categories of
expenditure that are treated as prior-
ity claims in the budget process. High
interest rates have led school districts
to withdraw bond issues for school
construction and to suffer defeat on a
record proportion of those put to vote.
Nor has the war-inspired temporary
surtax on the federal income tax made
the task of obtaining state and local
funds for education any easier; the
citizen who wishes to protest higher
taxes turns on the one tax open to his
direct influence and votes down the
school levy. In choosing "guns and
butter" we have not only overcom-
mitted our resources but have forced
a redistribution of resources within
the public sector to the disadvantage
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of education and other non-military
expenditures.

But for the Vietnam war, education
would probably be receiving a larger
share of public financial resources
than it is. The war, however, can be
made too much the whipping boy
for education's financial bind. The
principal categories of the education
finance problem have not changed
much during the past 20 years and
remain faithfully descriptive today:
the inadequate property tax base of
local support, pre-emption of the in-
come tax base by the federal govern-
ment, Balkanization of the metropoli-
tan area by government jurisdictions,
and cost pressures arising from market
forces that operate on teacher salaries.
If the war were not claiming its lion-
size share of public sector resources
even if the federal aids to the schools
were double the prospective 1969 rate
education finance would still be
troubled by long-standing unresolved
problems.

The paradox is that the case for
education has never been stronger.
Education enjoys a good press, has
the basic role in the war on poverty,
and is credited with being the major
source of growth thrust in the econ-
omy.1 Motherhood and the home to-
day have no more sacrosanct status
than education. The education finance
problem can be compared to a chron-
ically ill patient who is kept working

I Denison, Edward F. The Sources of Eco
nomic Growth in the United States and the
Alternatives Before Us. Supplementary Paper
No. 13. New York: Committee for Economic
Development, 1962. p. 270. Credits education
with 42 percent and advance of knowledge
with 36 percent of the growth rate of 1929.
1957 in real national income per employed
person.

Denison. Edward F. Why Growth Rates
Differ. Washington, D. C.: Brookings Insti
union. 1967. p. 299. Credits education with
22 percent and advance of knowledge with
34 percent of the growth rate of 1950.1962.
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by palliatives that quiet his symptoms
while his underlying malady lingers
on. Our capacity to apply palliatives
grows .a.; the economy grows, but
the underlying maladybecause it re-
duces the leverage of new fundscon-
tinues to threaten achievement of
support objectives.

Education Costs
Within the current expenditure cat-

egory elementary and secondary school
costs are related most directly to sal-
aries, the factor constituting some
four-fifths of current expenditure. On
average, during the past 10 years, the
annual increase for teachers' salaries
has been 6 percent. With an annual
pupil enrollment increase of about
3 percent and a quality improvement
of perhaps 1 to 2 percent, current ex-
penditure increases have averaged 16
percent annually, a rate sufficient to
double the total in about seven years.
Current expenditure per pupil in av-
erage daily membership (ADM) has
increased at a rate of 8 percent.-

These numbers tell us something of
the course education expenditure has
taken over the decade past, but they
conceal important aspects of education
expenditure, too. The extreme varia-
tions among states, and among school
districts within states, are subsumed
in the averages. And the rates of in-
crease reveal little about the level of
education support achieVed in states
and districts where the expenditure
was low at the beginning of the 1958-
1968 period. In terms of the national
average current expenditure per pupil
in ADM, the range among states in
1968-69 extended from 43 percent be-

National Education Association, Research
Division. Estimates of School Statistics, 1968.
69. Research Report 1968RI6. Washington.
D. C.: the Association, 1968. 36 p.



low the average to 62 percent above.'
An ominous tendency concealed in
the over-all expenditure data is the
distribution of expenditure between
metropolitan area central cities and
suburban areas; in 32 of 36 metropoli-
tan areas studied, the central city cur-
rent expenditure per pupil in ADM in
1964-65 was less than in the suburbs.4
Moreover, the central city suburban
gap is widening as the central city
need for special education service's
intensifies.

The assignment of education expen-
diture to changes in pupils, prices, and
quality factors accounts for the broad
categories that "explain" costs. One
of the categories, prices, dominates the
other two; but the term prices requires
some explanation. The chief price
factor in education inputs is teacher
salaries, a value that has risen at an
annual rate of 6 percent during the
1958.1968 period. Behind this growth
is the annual increase of salaries of-
fered college graduates in all fields
and the increasing number of career
choices open to women as alternatives
to teaching. To refer to this phenom-
enon as inflation acting on school
budgets involves a misconstruction of
the teacher salary issue. It would be
more accurate to interpret teacher sal-
ary increases as a reduction in exploi-
tation until market forces bring aver-
age salaries more nearly into line with
other professions.

Pupil load data also conceal as-
pects of demand for education ser-
vices. More school-age children are
attending ,chool, enrolling sooner,

and stayir g longer. In the central

3 Ibid., p 35.
I Advim..y Commission on Intergovernmen

tal Rclat mu. Fiscal Balance in the American
Federal System. Vol. 2, Metropolitan Fiscal
Dispanties, 1Vashington, D. C.: Government
Print mg Office, October 1967. p. 65.

cities, where the resources to finance
additional pupil loads are deterior-
ating, the pressure is greatest. With
birth rates having peaked in the late
1950's and now declining, increases in
elementary enrollment may be negli-
gible for the decade ahead and enroll-
ment increases will decline at both
high school and college levels. Some
expectations have been raised that the
education burden will be substantially
lessened by this turn in the age pro-
file.5 But the central city demand for
special education services to meet the
needs of an expanding enrollment in-
dicates that expenditure increases will
not loon subside.

Quality is an elusive trait in educa-
tion. The comprehensive New York
State Quality Measurement Project
has been under way for a decade and
has yet to produce firm, unequivocal
guidelines to quality of education out-
put. In large part quality is a residual
after prices and pupil loads have been
netted from expenditure totals. With
teacher education attainment and ex-
perience increasing, the 1 to 2 percent
quality measure is an imputation that
seems warranted. But the statistics
indicate some developments that run
counter to quality. Class size has been
increasing in central cities, and teach-
ers appear to be a declining propor-
tion of the school professional staff as
service specialists increase in number.

The Base of Support
The economic base of support, de-

fined as the national income, shows
every prospect of growing at a record
rate during the next decade, surpass-
ing projections considered optimistic
a few years ago. A trillion dollar rate
of Gross National Product will prob-

Chase Manhattan Bank. "A Promising
Decade in Education. Business in Brief,
No. 82, October 1968.
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ably be achieved late in 1970. Given
the revenue response that all tax bases
have demonstrated in the postwar pe-
riod, we might conclude that educa-
tion finance can look forward to a
period of sufficiency. But education
support depends upon many factors
in addition to the economic base.
' The most important determinant of
education support is the ability of
state and local governments to tap the
economic base, a condition that de-
pends more than anything else on the
willingness of citizens to bear taxes
levied on them for school support. in
estimating the future course of this
quality of citizen grace, we may err
if we take the past as a trustworthy
guide. The postwar period has seen
a dramatic increase in state and local
revenuesfrom $13 billion in 1946
to $102 billion in 1968 in large part
from imposition of new taxes and in-
creases in tax rates. It seems highly
unlikely that these gains could be
repeated during another two-decade
period.

More than 90 percent of .school rev-
enues are raised from state and local
sources despite the new programs that
doubled revenues from the federal
government in the 1965-66 school year.
Since 1965 the local share has slowly
declined to 51.9 percent for the 1968-
69 school year, the state share declined,
then increased to 40.9 percent, and the
federal share-7.9 percent in 1965-66
has declined to 7.3 percent. The
significance of these share trends is
what they augur.

School districts are almost com-
pletely dependent upon property taxes
for tax source income. In a period
of sharply rising expenditure needs,
property taxes, even under circum-
stances of increasing property values,
are an undependable revenue source.
Incorporation of property value in-
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creases into the tax base is a slow and
unpopular process. State tax revenues
(57.6 percent from sales taxes, 24.1
percent from income taxes) are more
responsive than property taxes to
changes in income, hence are more
reliable tax sources to meet their
share of expenditure increases as they
occur. But state taxes, especially the
income tax, are increasingly subject to
revenue-reducing administrative pro-
visions that erode tax productivity in
the name of "tax simplification."
Moreover, states are under continuous
pressure to show their hospitality to
industry by keeping taxes low in rela-
tion to neighboring states. Twelve
states have no personal income tax;
and 10, no corporate income tax.

On the assumption that federal aid
increases 75 percent on the 1966 base,
projections of state and local govern-
ment revenue and expenditure to 1970
and 1975 indicate that state and local
governments in the aggregate will be
able to finance their expenditure
needs.; This over-all balance will give
little comfort to the central cities and
other pockets of revenue need such as
school districts and institutions of
higher learning.8 The trends in rev-
enue sources and expenditure needs
are running against them.

Hogan, John D. "Revenue Productivity
of State Income Taxes." Proceedings of the
Fifty-Ninth National Tax Conference. Co-
lumbus, Ohio: National Tax Association,
1967. p. 414-15.

7 Tax Foundation. Fiscal Outlook for State
and Local Government to 1973. New York:
the Foundation, 1966. 128 p.

Mushkin, Selma J., and McLoone, Eugene.
Public Spending for Higher Education in
1970. Research Memorandum 374. Chicago:
Council of State Governments, 1965. 68 p.

Ntushkin, Selma J. Local School Ex/midi
tures, 1970 Projections. Research Memoran
dim 382. Chicago: Council of State Govern-
ments, 1965. 84 p.



At the time of the federal govern-
ment's entry into education finance
on an increased basis in 1965 a cc,n-
cept of "fiscal federalism" was coined
to describe the tripartite financial sys-
tem from which state and local gov-
ernment would thenceforth benefit.
To share with state governments the
"fiscal surplus" produced by that
world wonder, the federal revenue
system, was consi.k.red not only fitting
but necessary to the prosperity of the
country. Federal grants had begun to
bypass the states and go direct to
cities, and, with the inexorable work-
ings of Baker v. Carr, conservative
roadblocks in the state legislature were
crumbling. A new era in American
fiscal relations was dawning. The cur-
tain will go up on that era when the
Vietnam burden is finally removed.
Until then the future of "fiscal fed-
eralism" and education support will
be shrouded in doubt.

Government Support

From a financial support viewpoint
there can be little controversy over the
question of increased federal partici-
pation in education finance. An argu-
ment can be made that the federal
government is an unreliable source
of funds in that it may build com-
mitments beyond its fiscal capacity,
as now, or that the automatic eco-
nomic stabilizers in the federal sys-
tem increase and decrease revenues
contracyclically and, possibly, asyn-
chronously with state and local needs.
But the facts of federal revenue elas-
ticity with respect to income, inter-
state migration of families, and state
phobias about industrial climate make
a strong case for substantial increases
in the federal role. An equal share,
with state and local governments, of
the 1975 education expenditure esti-

matt.: of $53 billion would be a modest
objective for the federal government.

Other means of financial support
that would better meet preferences for
maximum local control can be de-
signed. But the roadblocks to success-
ful implementation of any such design
are awesome. A pet scheme that I have
nursed along since proposing it in
New York 10 years ago is illustrative.
The objective is to maintain educa-
tion as a local function by preserving
the community basis that so well fits
education practices in such areas as
curriculum flexibility, above-standard
salary schedules, and involvement of
teachers, parents, and social services
in common tasks, but to create as welt
a basis for policy formulation with
respect to activities that must be large
scale; for example, levying a sales or
income tax, borrowing money, pur-
chasing supplies, and providing cer-
tain high-cost services such as educa-
tion telecommunications. Only school
districts have the capacity to organize
so that these different activitiesthose
hampered by scale and those benefited
by scalecan coexist. School district
boundary lines alone among govern-
ment jurisdictions have proved suffi-
ciently flexible to promote efficiency
through reorganization. It is certainly
feasible to extend the principle from
a few districts to many.

A federation of school districts to
achieve the benefits of large-scale econ-
omies yet retain community-level in-
teraction for activities that are ham-
pered by scale is a practical way to
have our cake and eat it too. The fed-
eration would ideally be coterminous
with metropolitan area boundaries
and create a jurisdiction having some
meaningful relation to the geographic
locus of metropolitan lifewaysshop-
ping, commuting, recreation, etc.
From the viewpoint of financial sup-
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port the federation should be em-
powered to levy a tax with high reve-
nue productivity, i.e., an income or
sales (surtax) tax"

A modest flat-rate tax on income
would appear to produce revenue
gains for metropolitan school district
federations sufficient to meet projected
expenditures and maintain property
taxes at current rates in relation to
equalized (market) value, given the
expanded federal support role as-
sumed in the Committee for Economic
Development, Council of State Gov-
ernments, and other projections of
state and local revenue. All of the
existing administrative provisions de-
signed to achieve equalized support
for schools with needs/resource im-
balances could be incorporated in such
a plan. In terms of financial support
the shift to a tax mix having greater
income tax weight is vital; the finance
objective is to create a base of sup-
port that will grow commensurate
with needs.

In this rcspcct especially, the proposal
differs from the ACIR recommendation that
county and regional school property taxing
districts be established. Scc: Advisory Coin.
mission on Intergovernmental Relations. Fis-
cal Balance in the American Federal System.
Vol. 2, Metropolitan Fiscal Disparities. Wash-
ington, D. C.: Government Printing Office,
October 1967. p. xxiv, recommendation 8.
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Concluding Remarks
The order in which presentations

to this Conference have proceeded is
highly appropriate. Financial support
is a compelling problem, on the one
hand because social forces that chal-
lenge education practice are at work
and on the other hand because the
prevailing ethic, including education
support mechanisms, has brought the
disturbing forces to an activist pos.
ture. We are the victims of our own
handiwork, frustrated in dealing ade-
quately with emerging problems be-
cause of past policies. Education is
well supported and well financed only
where an atmosphere of problem-free
calm rules. If education support de-
pended only upon the economic base
and its prospects, we could be san-
guine about financing our needs. Un-
fortunately, a large segment of the
population behaves as though some
special immunity from the effects of
ghetto problems had been granted
them. Suburbia, as Avery Post de-
scribes it, "is a walk on the mild side.
It is decency raging in the streets. It
is structured blindness, deafness and
dumbness." More than any other
value we need to build the conviction
that life today is lived on the outer
ridge with everyone's security threat-
ened while the ghetto's security is
threatened.



Some Political Aspects of Educational Finance

Farris Bryant

WHEN I WAS INVITED to address this
group of educational finance special-
ists, my initial reaction was to out-
line in some detail the educational
finance recommendations adopted by
the Advisory Commission on Inter-
governmental Relations. On second
thought I decided that thin approach
would be somewhat akin to carrying
cows to Newcastle. In fact, it might
be interpreted as a rather gratuitous
exercise because our efforts in this field
have been limited largely to trans-
lating some increasingly accepted con-
cepts of equalization into suggested
legislative language.t

I Shannon, John. "The Role of the State
in Equalizing Educational OpportunityAn
ACIR Legislative Proposal." The Challenge
of Change in School Finance. Proceedings of
the Tenth National Conference on School }I.
nance Sponsored by the Committee on Edu
cational Finance. Washington, D. C.: Na-
tional Education Association, 1967. p. 31-47.

See also: Advisory Commission on Inter-
governmental Relations. "Fiscal Measures for
Equalizing Educational Opportunities for
Economically and Socially Deprived Chil
dren." 1968 State Legislative Program of the
Advisory Commission on Intergovernmental
Relations. M-35. Washington, D. C.: the
Commission, September 1967. p. 248.58.

Advisory Commission on Intergovernmen-
tal Relations. New Proposals for 1969, ACIR
State Legislative Program. 8139. Washing-
ton, D. C.: the Commission, June 1968. "Met-
ropolitan Educational Authority," p. 202 -1-
202.5. "Property Tax Relief for LowIncome

p. 321.1-321-7. "Districts for Spe-
cial:zed Educational racilities," p. 902 -1-
902.3.

Therefore, I have decided to con-
centrate on the political rather than
the technical side of the educational
finance equation. As one who has
labored rather long in the public pol-
icy vineyard, I am increasingly con.
cerned about the growing gap be-
tween what the experts say we must
do and what the public is willing to
accept. To put the issue more directly:
There is a growing gap between what
the educational finance experts say we
must spend and what the public is
willing to buy.

In this context, the men in the mid-
dle of this tugofwarthe elected offi-
cialsare often disdainfully viewed
as "compromisers" or at best the pol-
iticans are regarded as a necessary
evil in our system of adversary politics.

In reality, to become a statesman, a
politician must first become an educa-
tor; he must educate in order to pro-
vide policy leadership to the people of
his city, state, or nation. On the one
hand, our elected officials endeavor to
convince an increasingly hostile public
of the wisdom of buying our com-

Gov. Bryant is Chairman, Advisory Commis-
sion on Intergovernmental Relations; Mem-
ber, Bryant, Freeman, Richardson and Wat-
son, Partners at Law; and former Governor
of Florida.
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plicated Robin Hood-type plans for
building greater equalization power
into state foundation programs. On
the other hand, they must attempt to
educate the educators (ordinarily not
a docile group) on the need to be more
responsive to both public attitudes
about education and to intergovern-
mental fiscal realities.

As one who has been in the political
cross fire between those who propose
new and better ways of spending pub-
lic finds and those who are asked to
finance those proposals, I think I
know, and possibly understand, the
role of the elected policy-maker as a
mediator. ,:ompromiser, and educator.

We know that new ideas cannot
readily be rammed clown the public
throatit gags too easily.

We know what public service im
provements are needed; we are even
sure that we hear loud public de-
mands for them. It is not by accident
that political oratory plays tip the nice
things we will do when we are elected
and plays down the costs.

But when we set out to do the things
we promisedimprove the quality of
education, make sure that equal edu-
cational opportunities are available
to all, assure that nobody goes hungry,
provide clean air and water, keep the
streets safe and facilitate the flow cif
traffic through themand the experts
present us with all kinds of neat or-
ganizational and financial plans to do
those things, we find a widening gulf
between us and our constituents. And
if we want to serve in our democracy,
we had better listen to the clamor that
comes across that gulf.

Pick up any governor's State of the
State message these clays and you will
see what I mean. He will start with a
long list of "needs":

The educators tell him more state
aid is needed to keep tip with rising
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teachers' salaries and to provide for
absolutely essential enrichment.

The welfare peoplethey arc now
"human resources" peoplepoint to
the growing case loads and rising cost
of living.

The cities need moneyand so
far most states have not been very
responsive to their needsto cope
with their burgeoning problems in
the face of onerous local tax burdens.
They are getting some help from the
federal government for housing and
urban renewal, for mass transporta-
tion, for "safe streets," for water and
sewage disposal, but it is far from
enough.

So the governor adds up these needs
for more spending and it conies to a
staggering sum. Mind you, he and his
budget staff have already gone over
the departmental requests and they
have tried to "cut out the fat." Still
the extra amount is more than can
come out of the current tax structure.
Then comes the soul searching. How
do we raise the new funds? Do we ask
for an income tax? (12 states do not
have one.) Do we raise income tax
rates? (About 15 more states barely
tap its potential.) Do we raise sales tax
rates? (Only six states are still without
a sales tax, and they are small ones.)
Do we keep hitting the nuisance taxes
(liquor, cigarettes, amusements, etc.)?

Increasingly these hard tax choices
will be accompanied by an agonizing
reappraisal of our present system of
financing education. Because school
costs bulk so large, the friends of pub-
lic education will need all the help
they can get from the public at large.
This means, for example, that they
will have to be far more attentive than
they have been in the past to the grow-
ing public demand that the educa-
tional establishment produce sufficient
information to enable the public. to



evaluate the effectiveness of its school
system. Moreover, from here on out,
the champions of public education
will have to be somewhat more solici-
tous about the fiscal needs of hard
pressed cities and counties and the ex-
traordinary burdens that the property
tax imposes on low-income families.

Working with Cities and Counties
Let me elaborate first on the fact

that education is but one of many
competitors for public funds despite
its earlier "fair-haired" position in our
state-local fiscal system. Since the end
of World War II expenditure for ele-
mentary and secondary education has
grown faster than for any other public
domestic function. Per-capita expen-
diture for local schools jumped almost
600 percent between 1946 and 1967.
Compare this with some of the other
functions: police and fire, about 300
percent; public welfare, less than 400
percent; health and hospitals, and
highways, about 500 percent each.

Fiscal independence of most school
systems from city and county govern-
ments has been a significant factor in
their ability to tap the local tax base
more readily than could noneduca-
tional programs. School officials gen-
erally can go directly to the taxpayers
with their requests, and up to now at
least the combination of educators
and parents has been usually unbeat-
able. As a result, education has over
the years been able to take a growing
share of the property tax piefrom
one-third in the 1940's to more than
half today.

Because the massive and growing
school pressure on the local property
tax is forcing many cities and counties
to the fiscal wall, the needs of these
governmental units will also have to
be taken into consideration by state
legislators. Thus, requests for educa-

tional funds must be scrutinized along-
side those for more police protection,
health and welfare services, sanitation,
and mass transit facilities. The
scarcer resources become, the more
attention has to be paid to their
proper allocation among competing
demands for governmental services.
The total public needs of the state
have to be considered, regardless of
the governmental mix of responsibility
for meeting them.

The practical effect of this situation
will be to force the representatives of
the public school systems, the cities,
and the counties to work together if
they expect to come up with a satis-
factory state aid package.

Measuring Educational Achievement

Let me raise a second painful issue,
that of measuring educational achieve-
ment. While it is true that it is not
possible to measure all aspects of the
educational process, some important
elements can be measured. Let me
recall what Francis Keppel, the very
able former U. S. Commissioner of
Education, said before the Council
of State School Officers in 1965:

The American people today expect more of
American education than ever before. At such
a time, isn't it clear to all of us as educators
that what we don't know can hurt us?

Moreover, if the leaders of public
education drag their feet on this issue,
local school systems will increasingly
turn to the private sector for help. It
is my understanding that some school
districts have already contracted with
private firms, organizations that guar-
antee for a fixed amount to raise the
reading level of every pupil by at least
one grade.

There is increasing evidence that
many of our educational leaders now
realize that it is high time they
develop a new report card, this one
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for our school systems. At its recent
meeting in Washington, the Educa-
tional Commission of the States tenta-
tively agreed to assume responsibility
for over-all management of a most
significant project, the National As-
sessment of Education. I am re-
minded of the old cavalry saying, "If
you don't want to get kicked by a
mule, get up by its head."

Property Tax Relief

Property tax relief for low-income
families stands out as the third area
of concern. It is a sad commentary
on the affluent society if it must force
low-income householders through the
property tax wringer in order to
finance its schools and other local
public services. It is no wonder that
the elderly in particular are most avid
in their opposition to the approval of
new school bond issues and higher
school tax rates.

Many years ago we in Florida rec-
ognzied the need to relieve home-
owners of undue property tax burdens
and at the same time to encourage
home ownership. We, like a number
of other states, did it by allowing every
homestead a partial exemption (up to
$5,000 in Florida) of assessed valua-
tion. This kind of exemption is bene-
ficial to those who can afford only low
and !noderate price homes.

Wisconsin has recently come up
with a more complicated plan for
providing tax relief. This state plan
maximizes property tax relief for the
poor while minimizing the drain on
the state treasury.=

Let me close with my basic theme
the growing gap that separates what
the educational experts say we must
spend and what the public is willing
to buy. In my estimation you can go

2 See footnote 1.
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a long way toward resolving this issue
if you follow three policies:

1. On the intergovernmental front
work closely with the political
leadership of cities and counties in
developing a comprehensive approach
to state and federal aid policies that
considers the needs of education in
conjunction with other governmental
functions.

2. On the expenditure sidetake
the leadership in developing plans
for evaluating pupil achievement and
the over-all effectiveness of our public
school systems.

3. On the tax side support legisla-
tion that will shield low-income fami-
lies from high property taxes.

A group of topnotch political scien-
tists crystalized the issue we have been
discussing today when they wrote:
Governmental support for education is as
highly political as support for any other gov-
ernmental function. Levels of educational
finance for public schools arc not determined
by the fiat of professional educators or the
hopes and exl,ectations of parents and teach-
ers. State aid to local school districts . . . is
the outcome of extended and highly complex
political struggles which involve the inter-
action of group interests, parties, boards,
commissioners, and departments of education,
governors. legislative leaders and followers,
courts, academic scribblers, opinion leaders
in the mass media, and a host of lesser indi-
viduals and institutions.3

In an irreverent world in which it
is claimed that God is dead and re-
bellion against established values and
authorities is commonplace, it is not
strange that educational assumptions
also are challenged. I am not con-
cerned about the challenge to God,
but mortal institutions must meet
their challengers or be overcome,

3 Bailey, Stephen K., and others. School-
men and Politics: A Study of State Aid to
Education in the Northeast. Syracuse, N.
Syracuse University Press, 1962. p. 103.



The Education Gap

Edward J. Steimel

As A NONEDUCATOR standing before a
group of educators, I feel like a fish
out of water. Maybe I should say
like the fish in the frying pan. But
because by your invitation to me to
speak here today you have concurred
in one of my preachings, I can only
express my gratitude to you. I have
for some time maintained that in
order to build the kind of public sup-
port for education that it must have,
the public must be brought into the
role of policy making far more than
it has been in the past.

There once was a day not long ago
when the South, its people, and its
problems were looked upon as the ex-
treme opposite of the big cities of the
East, the North, or the West. Today,
we see that the racial composition of
the big city and the prime urban

)blems are identical to those of the
c:111th. Twenty, 30, 40, and even 50

percent Negro populations are com-
mon to most of the big cities just as
they are common to the South.

So the solutions found to these
problems in the South may well be
the solutions that will work in the
North. The reverse, of course, is true.
Unfortunately none of us will solve

Mr. Steimel is Executive Director of the
Public Affairs Research Council of Louisiana,
Inc., Baton Rouge, Louisiana.

these problems until we know their
nature better. Most of us who think
we understand their nature simply do
not.

I might add on behalf of my part of
the country, that it will not profit any
of us to blame any one section of
the nation or any generation for the
problems we have today. That only
furnishes us with an excuse for not
doing the job we have before us.

I shall deal primarily with the
education gap in America as a major
factor in the urban crisis, because
I seriously believe that it, more than
anything else, is at the root of all
the major problems of our urban
areas.

Before I attempt to define what
I consider to be the education gap
in America, let me focus on the gen-
eral goal of public education in
America. Stated very briefly, it is to
offer to every child in America an
education up to the limit or optimum
of his capacity. There is nothing
wrong with that. It is certainly in
keeping with the democratic nature of
our public school system. It is one
of the main reasons for the great
achievements of our educational sys-
tem. It has kept us on the track, at
least to a degree. It has prevented
us from preventing certain children
from getting a good education, as

.?6
29



systems of education in some nations
do. It has led to the building of a
greater stock of education in our en-
tire population than any other na-
tional system would have permitted.

Our criticisms, therefore, may be
centered on how we have gone about
achieving our goal. Our criticisms are
thus placed in the context of making
a better system out of the best over-all
system in the world. With all its
faults, and it has many, I have to con-
clude that it is the best when viewed
from all standpoints.

What Is the Problem?

If we have such a good system of
education, what is the problem? The
problem is many faceted, but at the
root of it is that age-old problem of
selfishnessor a nicer term self-
interestof all of us which if pro-
perly harnessed can be used to solve
our problems in education. The great
achievements of our whole economic
system, which is based heavily on
harnessed self-interest, prove that.

Now to put the rest of my discussion
in perspective, let me ask you, who
have most of the options available to
anyone concerning the exact educa-
tion you want for your children, if you
would be willing to send your children
to the worst school in your com-
munity?

Children do go to these schools.
Are they less important than your
children? Their parents have no
options. Most of you in this audience
have all the options. You have the
option of neighborhood selection
based upon the fact that a good school
may be in a particular neighborhood;
and if that school weakens, you can
move to another neighborhood.

In recent years as court decisions
have chipped away at our unequal
systems of education for black vs.
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white, for affluent vs. poor, well-
educated vs. illiterate, not just in the
South but in major population centers
outside the South, we have seen more
and more middle- and upper-income
whites move farther out into the
suburbs or turn to private schools.

Will this destroy public education
through a mass exodus of the children
of the more affluent people to private
schools? Will they withdraw their
support? Many have said that will be
the result. If this happens, are we
prepared to accept its impact on our
economy, on our society, and on our
whole American system? Are we pre-
pared for the greater stratification of
our society that this will bring and
perhaps the full undoing of our sys-
tem of government?

The answer of course is no. But if
we really mean it, we have a job cut
out for us: to help find the myriad
of answers needed to guide all those
our school officials, we hope, but our
courts if necessarywho will be
making the decisions on the fate of
education in America.

These answers cannot be provided
just by educators. Education is the
business not just of schoolmen and
students but also of everyone, partic-
ularly the leaders in our economy.
They employ the choicest products
of education. They become wealthy
at it. Why, then, do they not have
some worthwhile ideas on shaping
educational policy?

May I strongly warn against calling
on business and industry leaders only
when you want money. Call on them
to help shape educational policy and
you will find them volunteering the
money more readily.

Good businessmen know a good
business deal. And public education is
a good deal. Dr. Theodore Schultz of
the University of Chicago makes good



sense when he shows the high eco-
nomic return on dollars invested in
education.1 Business and industrial
leaders understand his kind of rea-
soning. See that they know about
Schultz. But more importantly see
that you involve them in your local
school decisions.

Different Aspects of the
Education Gap

Now let us look at some of the
gaps we, and others like us who
preceded us, have permitted to
develop because on occasion we have
permitted our American goal in
education to get subordinated to our
personal goal in Education for our
own children.

There is first the achievement gap.
This can be described in many ways,
but probably one of the most dramatic
ways is to look at the achievement
gap between the white and the
black populations. Negroes today are
achieving approximately three to
four years less education at the point
of high-school graduation than are
whites. This varies only by degree for
other minorities, particularly Mexi-
cans, Puerto Ricans, and Indians. It
varies only by degree in the South
as compared with the North. The
Coleman report = shows this as do
other studies.

How could it be otherwise when we
have subjected the Negro to a hun-
dred years or more of no schooling and
to a hundred years of woefully inade-

I Schultz, Theodore W, "Education and
Economic Growth." Social Foeces Influencing
American Education. Sixtieth Yearbook of
the National Society for the Study of Educa-
tion, Part II. Chicago: University of Chicago
Press, 1961. p.

2 Coleman, James S., and others. Equality
01 Educational Opportunity. U. S. Depart-
ment of Health, Education, and Welfare.
Office of Education. Washington, D. C.: Gov-
ernment Printing Office, 1966. 737 p.

quate schooling; and we shail be at
least a hundred more years in mop-
ping up the mess that we have made.

The quality of Negro public educa-
tion in Louisiana, I dare say, is not
atypical of that to be found across
the South and, because the educa-
tional lags of one generation spill
into each succeeding generation, the
quality in other parts of the nation is
severely dampened. Thus, a brief
glimpse at Negro public education in
Louisiana over '.he past half century
or more may indicate the obstacles we
face.

Louisiana had no public school
system for Negroes worthy of the
name until after World War II. In
1910, the school year for Negroes was
80 days, or four months, half of the
length of the term for whites. The
pupil-teacher ratio for Negroes was
double that of whites. Negro teachers
were paid one- third as much as whites
and we spent one-fifth as many dollars
per pupil for Negroes as for whites.

As recently as 1940, the average
school term for Negroes was seven
months compared with nine months
for whites. The pupil-teacher ratio for
Negroes was 35 to 1, compared with 23
to 1 for whites. The average Negro
teacher was paid less than half as
much as the white teacher, and we
were spending less than one-third as
much to educate a Negro pupil as we
spent for whites. So it is no wonder
that Negro education today is lacking.

Most Negro teachers in our public
schools today got all or part of their
education under such conditions. So,
in spite of the fact that significant
progress has been made in reducing
these deficits the past 25 years, the
legacy of the past is still with us.

Negro teachers coming off the as-
sembly line today, largely from Negro
colleges, though better prepared than
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10 years ago, are much less well pre-
pared than white teachers, and these
young Negro teachers will have 40
years ahead of them in our public
school system.

The ignorant and illiterate parents
of this generation are not capable of
performing the vital parent role in
the education of their children, and
thus the children of this generation
are doomed to lower achievement than
otherwise.

Unless this cycle of perpetual re-
tardation is broken, the gap can never
be closed. You and I must fine the
way to break the cycle.

Fourteen years have gone by since
the now famed Supreme Court deseg-
regation decision. If we measure the
lot of the masses of Negroes today,
we see really little change. Sure, there
is a black mayor in Cleveland and
one in Gary, a black legislator in
Georgia and one in Louisiana, and
more Negroes are voting today. But
the masses of Negroes are still un-
educated, they are still most prom-
inent among the unemployed, and
they still live in ghettos from New
York to Los Angeles.

Fourteen years since the Supreme
Court decision, and in the. 1967.68
school year, 14 percent of the Negro
children in the entire South were
enrolled in white schools. That is a
rate of 1 percent per year. Will it
take one hundred years? Perhaps not,
but the resistance to school desegrega-
tion based upon many factors which
has resulted in 86 percent of Negro
children still attending all-Negro
schools is at least a measure of the
enormity of the problem of closing the
gap in achievement. It may well
take a hundred years to close the gap.
It may take longer. But it will never
be closed if we maintain largely sepa-
rate schools and lowquality Negro
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colleges where academic standards are
based on the low standards of the
Negro high schools. For these colleges
are turning out the teachers that pop-
ulate most of the Negro classrooms
todaythe same teachers who will
populate more and more white class-
rooms tomorrow. These Negro col-
leges have to be upgraded, or they
must go.

Yet, merging these students with
achievement differences of one to four
grades between the white and the
Negro and merging faculties with like
disparities present enormous prob-
lems of maintaining quality at the
level now enjoyed by the majority.
We whites demand that.

Our job, therefore, it to see to it
that quality is maintained on a level
at least equal to that of the present
white high school. It can be done
through extensive use of the many in-
novations that have been found in
recent years.

At PAR (Public Affairs Research
Council of Louisiana, Inc.) we have
just published a study which focuses
on some of the steps that can be taken
in fact are already being taken by
some school systemsto offset the
otherwise deteriorating effect that
might result in the quality level of
our school systems as a result of
merging a dual system into a single
system of education.

There is also an achievement gap
for children not now in schoolchild-
ren of age 6, age 5, age 4, age 3, age 2,
and age 18 months. Children of these
ages have largely not been a concern
of the public school system in the
past, but children of these ages do
have a massive achievement gap. If
an attack is not made at this level,
yes, even down to age 18 months if
necessary, we may well be missing the
most fruitful potential in removing



the achievement gap between the
minority and majority groups in our
school systems. This achievement gap,
of course, is most notable in children
who come from culturally and socially
deprived homespoor folks, real poor
folks, of any color.

Why did we have to wait for the
Head Start program for 3- to 5-year-
olds to show the public schools a
major reason why Negroes do so
poorly in school? Why did we have to
wait so long to admit openly that
Negroes are often a full grade behind
white children as early as age 6 when
they enter the first grade? Why did
we have to wait so long to find out
that no matter what is done after age
6, most Negroes who are already be-
hind at that point will not ever catch
upespecially if we don't change our
approach? Why did we have to wait
so long to learn that preschool work
even as early as age 3 is too late for
some children? Why did we have to
wait so long to learn that even though
these childen may be equal in achieve-
ment up to age 15 months, children in
poverty may be expected to begin
their intellectual retardation at that
point?

Another question: Why have we
not really tried to find out how much
of this problem of achievement in
children of one race compared with
another is really environmental and
how much of it is due to heredity?

We talk about it a lot and with
great conviction, but with much more
emotion than fact. Putnam 3 has writ-

3 Putnam, Carleton. Race and Reason: A
Yankee View. Washington, D. C.: Public
Affairs Press, 1961. 125 p.

Jenson, Arthur R. "How Much Can We
Boost IQ and Scholastic Achievement?" Har-
vard Educational Review 39:1-123; Winter
1969.

Kogan, Jerome S., and others. "How Much
Can We Boost IQ and Scholastic Achieve-

ten on it. So have many anthropoli-
gists and other scientists. Countering
their arguments have been many social
scientists, but the fact is that solid re-
search on these differences among
American ethnic and racial groups is
sorely lacking. The neglect of two
hundred or more years is with us, and
we find it hard to separate this neglect
from heredity. If there is a heredity
factor, we should find out what it is
so that we can work with it. I claim
no answer here, but we should and
can find the answer, and until we do,
we shall not have the best in educa-
tion.

Education Offerings Gap

There is also the gap between edu-
cational offerings afforded children of
well-educated and affluent parents and
children of the poor. Discrimination
in the quality of schools and the qual-
ity of teachers is not just related to
race. It is related to the economic
well-being of children and their fami-
lies. The richest neighborhoods have
the best schools; they have the best
teachers; they have the best and
strongest curricula. They also have
parents who have time to complain
and the stamina to complain and
friends higher up whom they can use
to bring pressure for what they want.
The poorest neighborhoods have none
of these.

And the gap grows wider, unless
you and I show the way to end this
kind of segregation.

Flexibility or Adaptability Gap
Then there is the flexibility or

adaptability gap. Our public educa-
tional system performs admirably for
children of 90 to approximately 120
IQ whose parents are neither too

ment? A Discussion." Harvard Educational
Review 39:273.356; Spring 1969.
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stupid nor too smart and who provide
reasonably well for their children.

Our system does a poor job, and in
some cases no job at all, for children
below 90 IQ, for children above 120
IQ, and especially above 140 IQ; for
children of average IQ but whose par-
ents are illiterate or poverty stricken;
for children who do not fit the pattern
of average or normal in intelligence,
in appearance, or in 117',its that con-
form to those of most us. These
may be children of any race.

Our teachers simply are not pre-
pared psychologically, nor from the
standpoint of knowledge or aptitudes
to work effectively with these children
who deviate from the "average-income,
averageIQ, white child" because our
colleges of education have not cared
enough to train teachers for this mis-
sion and our school boards have not
cared enough to establish these pro-
grams fast enough because you and I
have not cared enough.

Now we have to solve this prob-
lem because civil rightswhen we in
this country get through defining it
will not just mean Negro rights, but
it will mean poor white people's
rights, emotionally disturbed chil-
dren's rights, cerebral palsy children's
rights, mentally retarded children's
rights. This bear is on the move and
either we prepare a good program for
all, or we drown in mediocrity.

Instructional Design Gap
There is further the instructional

design gap both as to methods and as
to curriculum. We already know how
to make education a lot better than
we have made it, but the pressure
to implement these better methods has
not been present to the extent that
it is now. We have implemented ever
so slowly because the educational
establishment preferred not to move.
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Now there is pressure--the pressure,
for example, of an unqualified Negro
teacher standing before your child in
a classroom and maybe standing in
the way of his education. This is pro-
riding some of the self-interest im
petus we have needed.

What should we teach? Should we
teach the knowledge amassed before
1950, or should we teach the knowl-
edge amassed since 1950? We are told
that the latter body of knowledge is
greater. We cannot teach both bodies
of knowledge if we keep using the
same dispensing machine.

We still have 9-month schools.
Why? Why not a longer term to meet
the requirements of the more diverse
enrollments we face today. A longer
term will offer the advantage of re-
medial programs for those who need
it, enrichment programs for average
achievers, and acceleration for fast
achievers.

Why do Nye have 6-hour days? Why
do we have school only in daytime?
Why not night school?

Why teach mathematics beyond the
eighth grade for everyone? How many
people really use mathematics beyond
the eighth-grade level? Could those
two, three, or four years have been
better spent learning something else,
something about people, for example?

If the goal is to offer education to
the limit of the ability of every child,
why is our system so college-oriented
and so little directed to vocational
pursuits? Why is it right to use tax
dollars to train students for the voca-
tion of lawyer, doctor, architect, re-
searcher, teacher, but not the same
equivalent tax dollars for vocations
of welder, carpenter, instrument spe-
cialist, chemical plant operator, and
pipefitter?

Only one child in five finishes col-
lege. Four in five do not. We who are
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among the one in five run the show,
and I venture to suggest that we have
cheated the others. The four in five
are grossly under-prepared for produc-
tive You and I are responsible
in large measure, and you and I lose
along with the others because of it.

From the standpoint of organizing
for instruction there are several ques-
tions we should answer.

Why 12 grades when the pupils in
the 12th grade today often have
achievement ranges as much as eight
grades apart?

Why any grades at all? Why not
the nongraded school? Rather than
being unstructured it has a more com-
plex structure than even the 12-grade
system. The point is that where there
are great disparities in achievement
as will surely be the case with sub-
stantial desegregationthe ungraded
school may prove to be far more adapt-
able to children at whatever achieve-
ment level they may be, and it permits
them to move at their own pace. And
it need not slow down the fast
achiever.

Why not use flexible groupings of
students based upon subject-matter
skills? It is clear that students do not
mature and achieve in all subject areas
at the same pace. Why try to make
them do it? Making this suggestion, I
am fully cognizant of Judge J. Skelly
Wight's adverse decision in 1967 4 re-
garding ability groupings, but I am
likewise convinced some such group-
ings as these will be necessary and that
they can be utilized in a manner not
to go counter to the court's ruling.
Certainly in many instances this device
is educationally sound. I know of no
federal judges who really believe they
have all the answers to this question.

4 Hobson v. Hansen, 269 F. Supp. 401
(1967).

We know that some teachers are
better than others. All children should
get the benefits of that one fourth-
grade reading teacher who is superb,
not just 25 children out of the 100
fourth-graders. We must consider such
approaches as team teaching which
may well permit use of some of the
teachers who do not meet the highest
standards and do so without sacrificing
quality. Team teaching permits spe-
cialization, joint curriculum plan-
ning among several teachers, and a
superior teacher to offset a teacher
who may not be so superior. Why
have we used these approaches so
little?

We must somehow find the answer
to paying the superb teacher enough.
We shall never get the share of talent
in the public school we need unless
we are able to match that market for
talent. It is our estimate that to match
that market for talent we shall have
to be paying the average public-school
teacher about $12,000 in 1975-76.

But the American people will never
pay that superb teacher what she is
worth so long as the worst teacher
in the system is paid the same. We
must find a better system for reward-
ing the exceptional teacher than pro-
moting her to a supervisory post. We
need her as a teacher in the classroom,
and we must find a way to pay her
more.

If you want to see a whole genera-
tion of the educational gap, the social
gap, the cultural gap, and the eco-
nomic gap telescoped before your
eyes, as I have, let me suggest that
you spend a day or two in Philadel-
phia visiting two or three of the Op-
portunities Industrialization Centers
there. Or go to Detroit and visit a
similar program. There you will find
20-year-olds and 35-year-olds who for
one reason or another were lost by
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the public schools. Illiterates get
basic education; the unskilled arc
given skills, and they arc given jobs.
The fact that they are there and
that they are learning under condi-
tions far from ideal shows that they
could have clone so in their school-age
years. Yet, the best of them have lost
a generation, and many of them have
lost much more. You and I are more
responsible than they are.

The Research Gap

There is, moreover, the research
gap. I believe most of us would agree
that education is the most important
secular enterprise in our society. Yet,
surely it is one of the least researched.
Thus, it has stagnated.

Bestor 5 ventured forth in this field,
as did Conant 5 and a number of
others, but they have been heavily
resisted by the educational establish.
ment, headquartered in the colleges
of education, which have been guard-
ing the status quo. Title IV of the
Elementary and Secondary Education
Act of 1965 is at least affording an
opportunity toward filling this re-
search void through creation of re-
search laboratories throughout the
country. Today there are some 20
such laboratories, and I have been
privileged to serve on the board of
the one covering the area of Louisiana
and Texas ever since it was established
some two and one-half years ago. Our

5 Bestor, Arthur E. Educational Wasteland:
The Retreat from Learning in Our Public
Schools. Urbana: University of Illinois Press,
1953. 226 p.

6 Conant, James Bryant. The Education of
American Teachers. New York: McGraw-
Hill Book Co., 1963. 275 p.

Conant, James Bryant. Shapinp Educa-
tional Policy. New York: McGraw-Hill Book
Co., 1964. 139 p.

Conant, James Bryant. The Comprehen-
sive High School. New York: McGraw-Hill
Book Co., 1967. 95 p.
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laboratory is spending approximately
$2.5 million this year alone principally
studying the question: how to im
prove education for the Negro and
for the Mexican-American.

These are major problems in this
particular area of the country. If we
find answers to these questions, they
will be answers that will be of benefit
to every metropolitan area of the
United States. Fortunately, we believe
these laboratoriesestablished as non-
profit corporations with boards that
must be representative of the society
at large rather than representative
oily of educatorsare bringing to
hear in the area of research not just
the views of educators but the views
of employers of education as well.
Top corporate executives serve on our
board.

Fortunately, too, people from the
colleges of education arc finding that
those outside their normal sphere of
acquaintance have just as deep-seated
an interest in education as they have,
and the communications gap that has
existed for so long is beginning to be
closed. None of these laboratories
can boast of any major accomplish-
ments as yet, though we on the board
of the Southwest Educational Devel-
opment Laboratory believe we are on
the verge of some discoveries. Yet,
the fact that we are trying to find the
answers through research will ulti-
mately prove fruitful if we are willing
to put our findings to the test.

We know that those industries,
those activities in our society, that
have made great progress through the
generations have done so largely
through research. Though it is long
overdue, I hope we have finally ar-
rived at the point where we are willing
to pour money into research in educa-
tion. I wish it were not necessary for
the federal government to supply all



these funds, but if it cannot be ob-
tained from other sources, 1 still am
in favor of it because research is sorely
needed in this field.

How Do We Close the Educational
Gap?

How do we close the educational
gap? We close it by re-examining
everything about our system in terms
of the question: Does this operation,
this program, this practice, have any-
thing about it that stands in the way of
offering every child an opportunity to
make optimum advancement?

Experimentation

We close it by massive experimenta-
tion, carried on with disadvantaged
children of ages one through six and
and with all forms of early childhood
education centers, to learn at what
age and under what conditions pre-
school education should be offered.

Involving Parents

We close it by establishing programs
to involve the parents, even parents
who are totally illiterate, in the school
activities to show them how they may
help their children get an education.

Strengthening Teacher Education
Programs

We close it by strengthening teacher
education programs for all teachers
and by modernizing materials and
methods used and by adapting them
to the various children who will use
them. For teachers of the disadvan-
taged, special training must be pro-
vided, and the teachers must be more
carefully selected than they have been
in the past. Very few white teachers
today, for example, are equipped to
deal adequately with Negro children,
for they simply do not understand
them. They have not been trained for

this special kind of work, and there
are virtually no programs to train
teachers to work effectively with the
disadvantaged.

Testing and Evaluation of Children
We close the education gap by mas-

sive testing and evaluation of the
achievements, aptitudes, and poten
tials of all children from preschool
through high school as a prerequisite
to developing a program to truly
sharpen the talents of all children to
the fullest. I do not agree for one
moment that tests will pass from the
scene, nor that they should. We must,
of course, recognize their limitations,
but we must have tests to learn where
the starting place is with each child.

Counseling for All Children
We close the education gap by pro-

viding counselingcompetent coun-
selingfor all children at all levels.
Far too many parents, in fact most
parents, are either too biased or too
ignorant to guide their children with-
out this kind of help.

Ungraded Schools

We close the instructional design
gap by scrapping entirely the idea
that every child should progress one
grade each year. We should replace
this with ungraded schools or flexible
groupings based upon subject-matter
achievement, or whatever such de-
vices are best suited in a given setting,
so as to permit children to progress
as well as they are able.

Rewriting Instructional Materials
We close the education gap by re-

writing instructional materials to
match the particular language, cul-
tural, and the social lags that exist
among ccr.ain groups of children,
especial), the Negro and the Mexican-
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American. On this point I might
mention that the Southwest Educa-
tional Development Laboratory has a
project funded primarily by the Na-
tional Science Foundation over the
next school year that will cost $137,000
to provide completely new instruc-
tional materials at the second, fifth,
and seventh grades in three schools
in Baton Rouge. One is in an all-
Negro school, another in an all-white
school, and another is a racially bal-
anced school. The project includes
the creation of 24 publications for just
these three grades, half of them to
aid the teachers. It involves a great
deal of money on a very limited pro-
ject, but it may be one of the cheapest
and best investments we have ever
made. It, too, may be a flop. But
somewhere down the line, if we keep
investing in this kind of venture, we
shall find the answers we seek.

Comprehensive and Continuous
Testing of Teachers

We close the educational gap fur-
ther by comprehensive testing and
evaluation of teachers so that we can
identify the qualified and the un-
qualified, and by retraining tenure
teachers who are found lacking in
acceptable skills. Also we may need
to provide a salary incentive to en-
courage such teachers to upgrade their
preparation.

This may be the most expensive and
most massive undertaking of all, but
it is an absolute must. For example,
in Louisiana, 39 percent of the pupils
in the public schools are Negro.
Thirty-seven percent of the teachers
are Negro, and most of them had in-
ferior educational opportunities. How
would you suddenly replace so many
teachers if you should find them lack-
ing in qualifications, even if you
could legally do so? Ninety-eight per-
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cent of these teachers in Louisiana
have college degrees. A goodly num-
ber have master's degrees. Yet, a very
high percentage could not pass the
National Teachers Examination. Un-
der faculty desegregation they will
soon be teaching whites.

Summary

In summary, the education gap is
most pronounced for blacks, for
Mexican-Americans, for children of
poor economic status, and for children
of low and children of high IQ. The
reasonable fruits of education are not
being reaped by perhaps a quarter cf
our children who should not be over-
looked. It will cost billions:

I. To establish programs of early
childhood education

2. To train teachers to work with
the disadvantaged

3. To retrain 15 to 20 percent of
our entire teacher force

4. To update teacher training pro-
grams in our colleges of educa-
tion

5. To establish innovations that
match the peculiar talents of our
vastly different children

6. And maybe to start training some
children as early as one year old.

And it will cost more to do the re-
search required to know what next to
do in education. For even if we knew
all the right ways to do it today, many
of them would be wrong tomorrow.

But it will cost far more billions if
we do not do it. It will cost billions in
welfare for young people whose skills
will soon be outmoded because of
their lack of education. It will cost
billions for young people who are un-
employed. It will cost billions in
burned cities. It will cost billions in
the breakdown of law and order, and
it may cost something more precious
--a breakdown of our democracy.



Financing Public School in the 1970's

Erick L. Lindman

METHODS AND THEORIES of public
school finance change from decade to
decade, not so much because better
solutions are found for old problems,
but because the problem changes. In-
structional emphases differ, new equip-
ment becomes available, patterns of
taxation change, and governmental
responsibilities shift from one level to
another. These changes profoundly af-
fect ideas and methods used in financ-
ing public schools.

There is a danger that we will cling
too long to methods that worked well
in the past and fail to see the need for
change. Or, sensing the need for
change, we may lack the inventive tal-
ent needed to design a new system
suitable for the broader instructional
program in its new socioeconomic con-
text.

There are many ways to view recent
educational change. For the purpose
of this discussion, it is appropriate to
concentrate upon those changes which
have a direct and significant bearing
upon the problem and methods of
public school finance. These are (a)
the more active role of the federal
government in education, (b) the
changing concept of equal educational

Dr. Lindman is Professor of Education,
University of California, Los Angeles, Cali-
fornia.

opportunity, and (c) the growth of
program-related grants in aid. Each
of these has profound implications for
financing education during the decade
ahead.

The More Active Role of the
Federal Government

Less than a decade ago, when we
spoke of the school finance partner.
ship, we referred to two partners
the state and the local school dis-
trict. Moreover, we usually meant the
jointly financed foundation program.
Now there are three active partners,
and a clarification of the role of the
new partner is essential.

Only a few years ago, interstate
equalization of public-school resources
was the role which nearly all educa-
tional leaders would assign to the fed-
eral government. This role called for
general support for public schools
granting greater amounts per pupil
to low-wealth states with virtually no
federal direction over the expenditure
of the granted funds.

This concept of the federal role was
based upon a historical distrust of
the concentration of power, whether
political, religious, or economic, or
the power to determine how chil-
dren should be educated. In the
United States, where diversity and the
free market place of ideas are the
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dominant ingredients of our educa-
tional system, national controls seemed
wholly inappropriate.

Moreover, under local control of
education many communities devel-
oped excellent school systems. Distin-
guished citizens accepted positions on
local school boards, and local property
taxpayers contributed toward the in-
creasing school budget with remark-
able generosity. New types of educa-
tional programs were pioneered in the
cities. All this happened under state
and local control of education.

There were, to be sure, inadequate
schools in many communities. In most
cases these inadequacies could be
traced to deficiencies in the local
school tax base. The assessed valua-
tion of taxable property per pupil was
so low in some communities that
school tax rates, far above the average,
failed to provide sufficient funds for
even a minimum program.

To remedy this deficiency, the states
invented new state-aid systems which
provided greater amounts of state sup-
port per pupil to the low-wealth dis-
tricts. Along with the effort to im-
prove the financial support for public
schools came increased state supervi-
sion and efforts to consolidate schools
into larger and more efficient school
administrative units.

But progress was spotty. Some states
made great progress; others lagged far
behind. Comparisons among the states
revealed shocking differences in the
level of education of its citizens. Dur-
ing World War H and during the Ko-
rean War, the number of young men
who were unacceptable for military
service because of educational defi-
ciencies was intolerably great in some
states.

Again, a careful examination of the
facts revealed that most of the states
with inadequate schools were also the
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states in which the per-capita income
was substantially below the national
average. In general, the people in
those states were making as great an
effort to finance their schools as were
people in other states. They were
devoting as large a percentage of their
income to the support of schools, but
the funds available to the schools were
grossly inadequate.

These facts indicated an appropri-
ate role for the federal government:
It should provide general support for
public schools without federal control,
granting larger amounts to low-wealth
states, precisely as state governments
had done for local school districts. The
assignment of this role to the federal
government was based upon the as
sumption that the causes of inade
quate schools are basically fiscal and
that state and local school leadership
that will make wise choices in the use
of additional funds exists or can be
found.

Although the federal role is strongly
supported by educators, it has not
been accepted by the U.S. Congress.
Instead, during recent years, new fed-
eral legislation has emphasized the
,stimulation role. In this role, the
federal governmon imitated private
Foundations and granted funds for
educational research and development
and for temporary support of innova-
tive programs.

Federal emphasis upon stimulation
of new innovative programs reflected
a national concern for change and, it
was hoped, improvement in public-
school programs and procedures. The
need for improvement was apparent
to everyone, and the approach seemed
appropriate to most.

Small temporary grants under scores
of different federal grant programs
were offered to local school systems and
university researchers. Many promis-



ing ideas were proposed. Some of
them have contributed to the improve-
ment of education; others were dis-
cvt..1,:,,led and forgotten when the
grant was terminated. Some of them
no doubt lack merit and should be
discontinued; some have merit but
have been dropped because funds for
their continous support are lacking.
This suggests a third role for the fed-
eral governmentthe continous sup-
port of educational programs of spe-
cial interest to the federal government.
Instead of merely stimulating the ini-
tiation of a new program and then
withdrawing the federal contribution,
leaving the increased burden upon the
local property taxpayer, the federal
government would provide continu-
ous support for worthy supplemental
educational programs. Federal grants
for vocational education and for com-
pensatory education illustrate this fed-
eral purpose. But even for these pro-
grams the federal contribution is rela-
tively sraall in relation to their costs.

If the continuous support of selected
supplemental educational programs of
special interest to the federal govern-
ment is an accepted federal role, the
allocation procedures need to be re-
examined. Techniques suitable for
stimulation purposes are not appro-
priate for continuous support pur-
poses. For continuous support, the
total con of each program must be
ascertained along with the capacity of
states and localities to contribute. On
the basis of this information it should
be possible to develop a variable per-
centage grant plan which would be
effective. Or perhaps the programs
should be operated on a contract-for-
services-rendered basis.

Regardless of the grant-in-aid tech-
nique which is ultimately accepted,
the distinction between methods ap-
propriate for temporary stimulation

purposes and those appropriate for
continuous support purposes should
be carefully considered. Not only are
different allocation formulas needed,
but also the administrative roles of
the three levels of government should
reflect the different federal purpose.

New Concepts of Equal
Educational Opportunity

For more than a quarter of a cen-
tury, an accepted purpose of state
school support has been equalization
of educational opportunity. To be
sure, this effort has been conducted in
the political arena where fund limita-
tions and conflicting interests have
produced compromises with the ideal.
Presumably, this situation will not
change.

Despite these realities, a clearer defi-
nition of equal educational opportu-
nity is needed. Several possible defi-
nitions come to mind. Some of these
are:

1. Equal educational opportt.nity is
achieved if all students are exposed
to identical educational programs. Al-
though the word equal suggests iden-
tical programs, this definition must
be rejected. No one would suggest
that equal medical service implies the
same medical treatment for all pa-
tients. Similarly, educational treat-
ments must reflect the needs and tal-
ents of students.

2. Equal educational opportunity is
achieved if all schools serving the same
grade levels expend the same amount
per pupil each year for current pur-
poses exclusive of pupil transporta-
tion. This definition has been used
for the development of most founda-
tion programs throughout the United
States. It is inadequate because it
fails to recognize unavoidable cost
differences encountered in different
school districts for different types of
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students. Suitable education for phys-
ically handicapped children, for voca-
tional students, for students with spe-
cial talents, and for students in need
of compensatory education do not cost
the same.

3. Equal educational opportunity
is achieved if all schools serving the
same grade levels have equal ?lumbers
of pupils per professional staff mem-
ber and professional staff members are
paid in accordance with a uniform
salary schedule. This definition is es-
sentially a refinement of the second
definition and is substantially achieved
within the boundaries of school dis-
tricts. Yet we are well aware of the
limitations of this definition. Even if
the racial composition of schools were
"balanced," there would still be differ-
ences in resources needed to provide
suitable education for different stu-
dents.

4. Equal educational opportunity is
achieved if state funds are allocated
among schools so as to provide addi-
tional teaching resources for pupils
whose achievement test scores are sub-
stantially below established norms.
This definition reflects the growing
concern for compensatory and reme-
dial education. It suggests that equal-
ity of educational opportunity should
be measured by student performance.
Such a goal could lead to neglect of
students with special talents.

5. Equal educational opportunity
is achieved if all students have equal
access to educational programs suited
to their needs and talents. Although
this definition is the most difficult to
implement, it must guide educational
planning in the years ahead. The
other definitions have been useful in
the past, but they fall short of an ac-
ceptable ideal for American education.

If the fifth definition is accepted,
the school finance plan must provide
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for greater variation of instructional
programs within and among school
systems. Most of the foundation pro-
grams we have developed fail to pro-
vide adequately for needed program
variation. Moreover, it is not likely
that the foundation program concept
can provide the required flexibility.
For this reason, the foundation pro-
gram must be supplemented by care-
fully designed supplemental aids. But
these supplemental grants in aid must
be carefully designed so that their rela-
tionship to the basic program is clear.
In general, school finance practice has
not developed satisfactory methods for
relating categorical grants in aid to
the basic foundation program.

Program Related Grants in Aid

In the development of systems for
financing public schools during the
decade ahead, program related grants
in aid will play a more prominent role.
In the past, special or categorical aids
have been regarded as necessary evils
by most school administrators because
of the constraints they place on the
budgetary process and because of their
burdensome administrative concomi-
tants.

Appropriating agencies, however,
like their clarity of purpose. Unlike
general support, categorical aids seem
to assure legislators that for a rela-
tively small appropriation, substan-
tial program improvement will be
achieved. For this reason categorical
aids tend to proliferate.

The problem, then, is to retain their
clarity of purpose and avoid their ad-
ministrative constraints and burdens.
This can be achieved by consolidating
existing categorical aids into fewer
programs with broader purposes.

Moreover, the public-school chart
of accounts should be program ori-
ented. Direct expenditures for well-



established continuing supplemental
programs, such as vocational educa-
tion, and special education, should be
segregated in the basic public-school
accounting system. This change would
provide essential information concern-
ing program costs and would facilitate
the evaluation process.

With this information, it should be
possible to develop techniques for re-
lating categorical supplemental aids to
the basic foundation program. More-
over, proper emphasis upon the extra
costs of supplemental programs should
go a long way toward solving the
school finance problem of large cities.
This emphasis, along with appropriate
recognition of the municipal overbur-
den when the local taxpaying capacity
of a city school system is determined,
should lead to a solution of the prob-
lem of financing schools in the urban
centers.

In the decade ahead there will be
more emphasis upon evaluation of
school programs. For specially aided
supplemental programs, the evalua-
tion process will take on a new sig-
nificance. While the basic program is
subject to modification and improve-
ment, it cannot be terminated. But if

a specially aided supplemental pro.
gram is not producing results in a
local school system, the aid for such
program may well be discontinued.

In the past, "process standards"
have been established in an effort to
assure quality. For example, to be
eligible for state aid for special educa-
tion, school districts are often required
to employ a teacher with special train-
ing and maintain a prescribed small
class size. In the future, evidence con-
cerning "program accomplishments"
may replace "process standards" in
determining whether or not state aid
for the program is continued.

Thus, the concepts of program
budgeting, and cost-effectiveness may
become an important element in
school support systems of the 1970's,
requiring new techniques and proce-
dures.

This brief look into the future indi-
cates the nature of the problems of
financing public schools in the decade
ahead. It suggests some approaches
to solving the problem. But the formi-
dable task of connecting existing state
and federal school support laws into
viable programs for the 1970's remains
to be done.
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The Judicial Assault on State School Aid Laws

August W. Steinhilber

ONE OF THE MOST significant constitu-
tional issues involving education since
the Supreme Court of the United
States ruled on Brown v. Board of
Education (347 U.S. 483 (1954)) is
being litigated in our courts. That
issue, stated in simple terms, questions
whether a state, through its structure
of school finance laws, should be per-
mitted to allow unequal support of
education within its boundaries. An
increasing number of law suits have
been filed attacking state school aid
provisions as discriminatory, unreason-
able, irrelevant to educational needs,
and thus in violation of the Four-
teenth Amendment of the Constitu-
tion of the United States.

The first suit was filed by the De-
troit School District just over one year
ago, February 2, 1968. Similar suits
were instituted in Chicago (McInnis
v. Ogilvie); Los Angeles (Serrano v.
Priest); San Antonio (Rodriguez v.
San Antonio Independent School Dis-
trict); Bath County, Virginia (Burruss
v. Wilkerson); and San Luis Obispo
County, California (Silva v. Atasca-
dero Unified School District); to men-

Mr. Steinhilber, a Lawyer, is Director 01
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tion a few.' While the names of the
cases are not that relevant for discus.
sion purposes, the issues are. Rather
than describe each case in detail, I
shall review the legal issues involved
and mention a few of the particular
facts.

At the outset, one further ground
rule. I will make one important omis
sion from the discussion of legal issues,
that related to court jurisdiction, in-
cluding procedural issues. While these
procedural matters are important to
the lawyers involved in the litiga-
tions, and some cases may be dismissed
for procedural reasons, I firmly be-
lieve that there is enough precedent
to grant jurisdiction if the Supreme
Court of the United States can be
convinced of the importance of the
substance of the cases.

I Editor's note: At press time these cases
were in various stages of litigation. The Su.
preme Court of the United States affirmed
the judgment of the Federal District Court in
McInnis v. Ogilvie (293 F. Supp. 327 (1968)
on March 24, 1969 (37 Law Week 3354)). The
Federal District Court denied the relief re
quested in Burruss v. Wilkerson ( F. Supp.

May 23. 1969). The Detroit case is.schcd-
uled to be heard in the fall in state courts of
Michigan. The California cases have been
appealed from an initial adverse decision.
Also, several other places are investigating or
have initiated suits.



Constitutional Setting

The Fourteenth Amendment reads
in part, "(N)or shall any state . . .

deny to any person within its jurisdic-
tion the equal protection of the laws."
This, the equal protection clause, for-
bids all invidious discrimination and
requires equal treatment of persons in
similar circumstances. States may not
arbitrarily treat people differently un-
der their laws. As the Supreme Court
said in Barbie). v. Connolly (113 U.S.
27 at 31 (1885)):

Equal protection and security should be given
to all under like circumstances in the enjoy-
ment of their personal and civil rights; that
all persons should be equally entitled to pur-
sue their happiness and acquire and enjoy
property; that they should have like access
to the courts of the country for the protec-
tion of their persons and property, the pre-
vention and redress of wrongs, and the en-
forcement of contracts; that no impediment
should be interposed to the pursuits of any-
one except as applied to the same pursuits by
others under like circumstances; that no
greater burdens should be laid upon one
than are laid upon others in the same calling
and condition.

This. prohibition applies only to
state action. State action does include
any agency of the state be it judicial,
legislative, or executive and any in-
strumentality of the state. A state can-
not avoid the prohibition by trans-
ferring or delegating its responsibility
to a private body. The equal protec-
tion clause does not require absolutely
identical treatment for all; it does per-
mit reasonable classification within the
law. Once again, using the court's
words, the classification "must always
rest upon some difference which bears
a reasonable and just relation to the
act in respect to which the classifica-
tion is proposed, and can never be
made arbitrarily and without any such
basis" (Gulf, Colorado and Santa Fe

Railway Company v. Ellis, 165 U.S.
150 at 155 (1897)).

Thus, a state, having undertaken a
responsibility, must treat all alike or
justify as reasonable any classification
system which treats individuals dif-
ferently.

State Action

There can be no doubt that the
states have undertaken the education
function and that all states have con-
stitutional provisions relating to the
establishment of a system of public
education. All states provide state fi-
nancial assistance in the support of
public education. Only three states
do not require school attendance by
children and of those three, two make
compulsory attendance a matter of
local option. The concomitant re-
quirements placed on the local school
district are the state laws requiring
the local school district to maintain
and operate a school for a specific
period of time. Forty-five states have
such a requirement, the usual mini-
mum statutory school term being 180
days, found in 32 states. Many state
aid formulas contain additional pro-
visions pertaining to the school term.

What is many times forgotten in the
discussion of state responsibility for
education is that school districts them-
selves are subdivisions and creatures
of the state. They are as much a state
agency as the state department of edu-
cation. School facilities, although paid
for out of local taxes, are the property
of the state and ultimate control of
the property rests with the legislature.
A state legislature can create, alter, or
abolish a school district as it deems fit.
There can be no question that our
system of public education falls within
the definition of state action; in fact,
education may be something much
morea state responsibility.
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Specific Arguments
The assaults on state educational

aid laws question the reasonableness
of such laws which permit the quality
of education a child receives to be
basically dependent upon the property
values within the school district where
that child lives. Does geography or
the wealth of a particular school dis-
trict whose existence, you recall, can
be changed at the will of the legisla-
ture bear any reasonable relationship
to educational needs? Should pupils
living in one district have great ma-
terial advantages over the children in
another when the educational needs
are the same, or given a more severe
test, when the educational needs of
the second group are greater?

When one compares either the 1964-
65 per-capita or per-pupil expendi-
tures of the central cities with areas
outside those cities, the disparity is
striking. Los Angeles: central city,
$424 per pupil, outside, $654 per pu-
pil; Chicago, $433 and $578; Detroit,
$454 and $539; San Francisco, $565
and $758; St. Louis, $411 and $594;
Newark, $515 and $619; and Cleve-
land, $433 and $609.2

The taxable property behind each
pupil is likewise striking. In Illinois
it varies between $3,000 and $114,000;
in Michigan, between $1,300 and $53,-
000; in California, between $3,700 and
$306,000.

If voting rights cannot be condi-
tioned on wealth, as the Supreme
Court ruled in striking down state
poll taxes (Harper v. Virginia Board
of Elections, 383 U.S. 663 (1966)), how
can education? If the relative value
of a person's vote cannot be condi-

2 Advisory Commission on Intergovernmen-
tal Relations. Fiscal Balance in the American
Federal System. Vol. 2, Metropolitan Fiscal
Disparities. Washington, D. C.: Government
Printing Office, October 1967. p. 66.
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tioned on where he lives (Baker v.
Carr, 369 U.S. 186 (1962)), how can
his education be so conditioned?

Without trying each case, some of
the ligita don does highlight the dis-
parity to which I refer.

In the San Luis Obispo case, the
plaintiffs pointed out that the assessed
valuation in Beverly Hills is $94,000
per elementary-school child while in
the Atascadero school district it is but
$15,000. Furthermore, Beverly Hills
property is taxed at a rate 25 percent
lower than Atascadero yet raises more
revenue per pupil ($575 as compared
with $88). Yet the state provides in
state aid virtually the same amount
per pupil to each school district.

In the San Antonio litigation, it
was pointed out that the people in
Englewood Independent School Dis-
trict have a lower per-capita income,
a lower mean income, a lower family
income, and a lower per-pupil expen-
diture than surrounding school dis-
tricts, yet their tax rate is not lower
and their education system is poorly
financed.

A case arising in Florida, although
unique in facts, raises the same issues.3
A Florida statute states that any
county that imposes on itself more
than 10 mills ad valorem property
taxes for education will not be eligible
for state aid. Given the wide disparity
of property values in the state, one
county can raise $725 per pupil from
property taxes while another can raise
only $52. The argument is that this
provision denies children in property-
poor counties an equal education op-
portunity because it limits the tax rate

3 Editor's note: The original complaint
was dismissed by the federal district court;
on appeal to the U.S Circuit Court for the
Fourth Circuit, the complaint was reinstated.
At press time no decision on the merits had
been rendered.



and this limitation bears no reasonable
relationship to education needs. It
prevents parents and taxpayers from
providing as fine an educational sys-
tem as provided in other counties.

The Detroit facts show that the city
now taxes property at the highest rate
possible under state law. Of the $167
million spent for general maintenance
and operation of the schools, $81 mil-
lion comes from local property taxes,
$70 million from state aid, and $16
million from miscellaneous sources.

Detroit is plagued by the same prob-
lems that exist in other cities. Educa-
tion costs are rising. The tax base is
shrinking. Educational needs are be-
coming more acute. Serious financial
questions are linked to municipal
overburdens.

The state aid formula takes two
basic criteria into consideration: (a)
the number of children and (b) state
equalized valuation of property. To a
much lesser degree, a factor compares
the total tax rate with the average tax
rate for all other districts. In com-
parison with many other examples,
the Michigan finance laws are not
archaic. Yet these statues are attacked
for failing to (a) correct the disparity
in the level of local property revenues
in the state; (b) compensate districts
with marked differences in the quality
of schools, equipment, etc.; (c) take
into consideration differences in the
cost of salaries, construction, etc., in
various areas of the state; and (d) con-
skier added costs in districts having
concentrations of educationally dis-
advantaged children who need special
services above and beyond regular
school programs.

There is court language which may
support the proposition that the de-
nial of a fair system of financial sup-
port for education is the denial of
education for a segment of a state:

It is now clearly settled that once the State
undertakes the function of providing public
education to its citizens it cannot arbitrarily
deny such education to citizens in one area
of the State while continuing to make public
education available to citizens in the other
areas. The most recent pronouncement of
this proposition was on May 25, 1964, by the
Supreme Court in Griffin, etc., el. a/. v. County
School Board of Prince Edward County, et.
al, supra. Therefore, as long as the State of
Alabama maintains a public school system it
cannot make public education "unavailable"
for a class of citizens as was here attempted
by the defendant State Board of Education
and Governor, while making public educa-
tion available to a different class of citizens
in other areas of the county and State. (Lee
v. Macon County Board of Education, 231 F.
Supp. 743 at 754 (1964))

EducationA Personal Freedom
Up to now, the discussion has been

based upon "equal protection" under
a state assumed but not a required
function. Perhaps the issue may be
resolved under the "due process"
clause of the Fourteenth Amendment.
That clause forbids a state from de-
priving a person of life, liberty, or
property without due process of law.
While this argument has not been
strongly advanced, education may be
a personal freedom the same as free-
dom of speech. The federal interest
in education is more than passing. Its
history is long, and at times the right
to an education has been on the verge
of being declared national policy.

Seven times the enabling legislation
for new states carried a requirement
that the state constitution must make
provisions for public education. When
former Confederate states were given
the right to representation in the Con-
gress, the Congress enacted statutes
stating that the state constitution may
never be amended so as to deprive any
citizen or class of citizens of school
rights (16 Stat. 62). In Brown v. Board
of Education (347 U.S. 483 at 493
1954)), the Supreme Court said:
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Today, education is perhaps the most
important function of state and local govern.
ments. Compulsory school attendance laws
and the great expenditures for education both
demonstrate our recognition of the impor-
tance of education to our democratic society.
It is required in the performance of our most
basic public responsibilities, even service in
the armed forces. It is the very foundation of
good citizenship. Today it is a principal in-
strument in awakening the child to cultural
values, in preparing him for later professional
training, and in helping him to adjust nor-
mally to his environment. In these days, it
is doubtful that any child may reasonably be
expected to succeed in life if he is denied
the opportunity of an education.

Education is most basic to our so-
ciety and our way of life. The federal
legislative support of education started
in 1787 with the Northwest Ordi-
nance, and has continued to the ex-
tent that billions of dollars are now
appropriated in support of education.

Perhaps. education has become more
than a function that a state can under-
take or drop at its discretion. Per-
haps it has become a birthright of our
people which cannot be deprived
without due process of law. The
failure of a state to adequately support
education may be an arbitrary denial
of education without due process of
law. This argument may seem far-
fetched, but so have been many other
concepts which we now accept.

Remedies

What is most distressing about
these cases is the lack of easy remedies.
What can the courts do, considering
they have no legislative authority?
In the Florida litigation, a remedy
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can be fashioned. Simply declare the
millage limitation statute unconstitu-
tional. This does not offer any sugges-
tions for resolving other cases. Courts
cannot enact state aid formulas.

I submit, however, courts will as
they have in the past give fair warn-
ing of future ruling. The political
thicket of reapportionment was not
entered until it was apparent that
legislators could not or would not act.
"Separate but equal" was the law un-
til it became apparent the "separate"
provision was adhered to but never
the "equal." Taxpayers' suits against
federal expenditures were once for-
bidden under the "lack of standing"
doctrine enunciated in Frothingham
v. Mellon 262 U.S. 447 (1923)) until
First Amendment rights caused the
courts to look again in Flast v. Cohen
(88 S. Ct. 1942 (1968)).

I believe some peripheral cases like
the Florida one will be decided on
narrow grounds. The decisions will
carry dicta which will be a warning
for the future. If no corrective action
is taken, we may find a court ruling
that pending the adoption of a fair
system of distribution of educational
funds, all taxes, property and other-
wise, will be forwarded to the state
and realloted to local school districts
on the basis of identical per-pupil
amounts.

For those of you who gasp, is this
much different from an order requir-
ing all members of a state legislature
be elected at large pending the court's
acceptance of a reasonable reappor-
tionment plan?



Detroit's Fight for Equal Educational Opportunity

Abraham L. Zwerdling

THE DECISION of the Detroit Board of
Education to file suit against the
state of Michigan challenging the
constitutionality of the present
method of financing public education
in the state, may be considered at
first blush a bold, radical step. In
truth, it is conservative in the true
sense of the word, which is defined as
involving the preservation of existing
institutions. This lawsuit has as its
purpose to conserve and protect the
American system, which has as its
touchstone equal opportunity for
free public education.

The Northwest Ordinance of 1787,
which included in its territory what
later became the state of Michigan,
proclaimed:

Religion, morality, and knowledge being
necessary to good government, schools and
the means of education shall forever be en
couraged.1

Alexis de Tocqueville said in his
classical work, Democracy in America:

It cannot be doubted that in the United
States the instruction of the people power-
fully contributed to the support of the demo-
cratic republic; . . .

1 Northwest Ordinance of 1787, Article III.

Mr. Zwerdling is VicePresident, Board of
Education, Detroit, Michigan, and a partner
of the law firm, Zwerdling, Miller, Klimist,
and Maurer.

In the United States politics are the end
and aim of education?

Free public schools became a real-
ity in America during the years 1830
to 1860. Children could attend these
schools without a tax being levied on
them for attending. Financing the
schools was not tied to the wealth of
the student's family. It is plain that
in large part public education was a
plan to educate the poor. Education
was to be the great social equalizer
by which each individual found his
place in society on the basis of merit
and ability alone. As Horace Mann
said:

Education . . . beyond all other devices of
human origin, is the great equalizer of the
conditions of manthe balancewheel of the
social machinery. . . . It does better than to
disarm the poor of their hostility towards the
rich: it prevents being poor.3

The states started out by delegating
the task of public education to the
local communities. Local communi-
ties were required to finance their
own schools with local funds alone.
As a result, public schools varied in

2 de Tocqueville, Alexis. Democracy in
America. New York: Alfred A. Knopf, 1960.
Vol. I, p. 317-18.

3 Mann, Horace. "Report for 1848." Life
and Works of Horace Mann, Vol. IV. Boston:
Lee and Shepard Publishers, 1891. p. 251.
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quality with the wealth in the corn-
munity.4

The Flat Grant System

In 1906, Cubberley, an early ex-
ponent of equal educational oppor-
tunity, called for the states themselves
to participate in the financing of
public education. He advocated that
states supplement local resources with
so many dollars per pupil per day
of attendance or per employed teacher,
the so-called flat grant system of
finance to encourage extension of
schooling.5

This was a pittance to the poorer
districts in their attempts to provide
a modicum of public education and
did not bring about equal educational
opportunity. State money was paid
to all districts on the same basis, and
the program did not offer any hope
of bringing the product provided to
the poor closer to that provided to
the rich

The Foundation Program

The next step in the effort to bring
about equal educational opportunity
came in the 1920's through George D.
Strayer and Robert M. Haig. They
developed what today is known as
the foundation program in state
school finance. Under this program
a district would be guaranteed a cer-
tain minimum amount per pupil if
it was willing to tax itself so many
mills. For example, if the established
minimum was $200 per pupil, and
the state equalized valuation of a

4 The writer is deeply indebted to Readings
for Sessions on School Finance, an unpub-
lished manuscript by S. Sugarman from which
he has borrowed and paraphrased in detail-
ing the history of school finance.

5 Cubberley, Ellwood P. School Funds and
Their Apportionment. Contributions to Edu-
cation, No. 2. New York: Teachers College,
Columbia University, 1906.
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district was such that by taxings its
property owners 20 mills it could not
raise $200 per pupil, the state would
make up the difference. It was be-
lieved that this program would achieve
equal educational opportunity.

In 1933, the Report of the National
Survey of School Finances included a
School Finance Charter with various
planks calling for the adoption of the
foundation program. This included
a proposal for an adjustment for
wealth which would equalize educa-
tional opportunity.°

In 1936, the League of Women
Voters joined the fight for the founda-
tion program, declaring, "The state
should offer all children equal educa-
tional opportunities."

With broad support, the founda-
tion program of public school finance
was widely adopted. This is the basic
school finance program we have in
most states today. It is the program
we have in Michigan.

The Failure of the Foundation
Program

Today we recognize that the founda-
tion program of school finance has
failed us. It has failed to provide the
equal educational opportunity we
expected. It has failed because in
many states the minimum amount
guaranteed by the state is far below
the amount required for a minimally
adequate education. The state equal-
ized valuation in the poor local school
districts is such that they must tax
themselves at many times the rate a
wealthy district taxes itself to raise
the same amount for education. In

G Mort, Paul R. State Support for Public
Education. U.S. Department of the Interior.
Office of Education. National Survey of School
Finance. Washington, D. C.: American Coun-
cil on Education, 1933. 496 p.



Nfichigan the River Rouge District's
property valuation per resident pupil
in 1965.66 was $53,156, while the
Forsyth District's was $1,319 per
pupil.: In Illinois the Monticello
District had $114,000 per pupil prop-
erty valuation for taxation, and the
Brookport District had $3,000.8 In
California, the Big Creek District in
1966-67 had $288,975 per pupil in
ADA property valuation; the Shasta
Union District had $5,750.° In New
York the range is from over $200,000
to under $5,000.10

The present system of school finance
has failed because, among other
reasons, it does not recognize that
many districts, particularly those in
large cities, are overwhelmed with
other demands on the property tax
for such essential items as police
protection and welfare, and, there-
fore, cannot allocate enough for edu-
cation.

The present system has failed be-
cause it does not even provide for
equality in per-pupil expenditures
among the various school districts,
let alone take account of differences
in construction and maintenance
costs and teacher salaries, or the added
cost some districts face in educating
those disadvantaged children who

Michigan State Board of Education. Rank-
ing of Michigan High School Districis by Sc-
lecied Financial Data, 196546. Bulletin 1012.
Lansing: the State Board.

8 McLurc, William P., Chairman. Educa-
Lion for the Future of Illinois. Report of a
Study by The Task Force on Education.
Springfield: State of Illinois, December 1966.
p. 115.

u California State Department of Education.
Average Daily Attendance and Selected Finan
cial Statistics of California School Districis,
1966.67. Sacramento: the Department, 1968.
p. 95 and 114.

10 Allen, James E., Jr. "The State, Educa-
tional Priorities, and Local Financing." In-
iegraied .Education 6:55.61; September-Octo
bcr 1968. p. 59.

show up at school less able, and not
yet ready, to learn. In California
total current expenditures per pupil
in ADA varied from $297 to $1,345
in 1966.67 11; in New York, from $470
to $1,6001 =; and in 1967-68 in Vir-
ginia from $848 per pupil in Arling-
ton County to $374 per pupil in
Amherst County." The variation is
to the disadvantage of Lhe poor dis-
tricts with the most disadvantaged
children.

Think of what all of this means in
terms of class size, teacher training
and quality, remedial programs, com-
pensatory education programs, age
and condition of school plant, quality
and quantity of textbooks, science
equipment, language laboratories,
physical education facilities, counsel-
ing and psychological assistance, and
so on." All of this, as Dr. James
Conant has written, "jolts one's
notions of the meaning of equality of
opportunity." 15

In a country which premises its
political, economic, and social system
on the belief that every child is en-
titled to make the most of his own
abilities, we are still preferring the
education of some children over that
of others. Generally speaking, the poor
children of the inner city get the least,
and the children of the affluent get

II California State Department of Educa-
tion, op. cii., p. 97 and 115.

1.2 Allen, James E., Jr., op. cit. p. 58.
1.1 Virginia Education Association. Virginia's

Educational Disparities. Richmond: the As-
sociation, February 1969. p. 6.

Koppel, Francis. The Necessary Revolu
Lion in American Education. New York: Har-
per and Row, 1966. p. 77.

Thomas, J. Alan. School Finance and Edu
caiional Opporiuniiy in Michigan. Lansing:
Michigan Department of Education, 1968.
p. 22, 25.

10 Conant, James B. Slums and Suburbs:
A Cornmeniary on Schools in Metropolitan
Areas. New York: McGraw-Hill Book Co.,
1961. p. 3.
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the most. The social cost of all this is
not only the personal tragedies of
those disadvantaged children to whom
the lack of equal educational oppor-
tunity spells the end of the American
dream, but it is also the waste involved
in turning out candidates for the
welfare rolls and prisons instead of
productive citizens. It is the threat
to our system involved in the social
dynamite of alienation.

I submit to you that the failure
lies in the present method by which
we finance public education.

This is not the fault of those school
districts, such as Detroit and other
big cities, which have inadequate
resources and extraordinary needs.
It is the fault of the state which
created those districts. It is the state
which is responsible for public
education. Under the Michigan con-
sitution, the state itself is explicitly
charged with the responsibility of
supporting and maintaining the
public elementary and secondary
schools in the state of Michigan."
The constitutions of 38 states ex-
plicitly provide that public education
is the responsibility of the state.17

Public education and its financing
has always been the responsibility of
state government. Until now most
states have attempted to fulfill this
responsibility by delegating a sub-
stantial part of it to local school dis-
tricts. When this system fails, the state

1.3 Michigan Constitution of 1963, Article
VIII, sec. 1-2.

IT Johnson, George M. The Constitutional,
Legislative and Decisional Law As It Relates
to the Purposes of Public Elementary and
Secondary Education Maintained in the Fifty
States of the United States. (Unpublished)
p. 2. The Supreme Court of the United States
has ruled on many occasions that the state
acts through the smaller units it creates, e.g.,
Cooper v. Aaron, 358 U.S. I at 16 (1958). The
practical effect of these decisions is to make
all 50 states responsible for public education.
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is responsible. As the courts have said
many times:

A contrary position would allow
a state to evade its constitutional re-
sponsibilities by carveouts of small
units."'

To us on the Detroit Board of Edu-
cation, this means that the state is
responsible for what has happened in
Detroit on account of inadequate re-
sources.

The Detroit Experience

Let me tell you a little bit about
the Detroit public school system and
the children who are in it. There are
almost 300,000 children in our system.
They do not meet national norms on
the Comparative English Test. Nor
do they meet national norms on the
SCAT-STEP test battery. We have
the dubious distinction of being above
the national average in the number
of young men not passing the selec-
tive service test."

Every year we graduate approxi-
mately 13,000 children from our high
schools. For the year 1966.67, we had
10,150 dropouts.'" In eight of our 22
high schools more than one-half of
the starting freshman class will drop
out without finishing. In some cases,
it is more than 60 percent.21 While
the national dropout rate is falling,
ours is rising.22

Our high-school diplomas are re-
garded by many employers as less than

18 Allen v. County School Board of Prince
Edward County, 207 F. Stipp. 349, at 354
(1962) affirmed 377 U.S. 218 (1963).

lei Report of the Detroit High School Study
Commission, 1968, p. 108.

20 Michigan Department of Education. An-
nual School Holding Power Report, 1966-67.

21 Report of the Detroit High School Study
Commission, 1968, p. 189.

22 Detroit Public Schools. Relationship of
Income to Some Indices of High School Suc-
cess in the Detroit Public Schools. Detroit:
Board of Education, 1968. p. 12.



valid." The average black high-school
student who completes 12 years of
schooling in the Detroit system scores
at eighth-grade level in reading com-
prehension and communication skills.

Fiftrone percent of our elementary-
school classes are overcrowded. Simply
to achieve state-wide average, our sys-
tem would need 1,650 more teachers
and 1,000 additional classrooms. The
cost for this would be $63 million."

Five to 10 percent of the teachers
we have now are not fully qualified,
and 5 percent of our buildings are
more than 50 years old."

It costs more to get a teacher to
come to Detroit. It costs more to
acquire site for a building in Detroit.
We have to build the building up
instead of out, and that means higher
construction and labor costs.

We have costs many other school
districts outside the big city do not
face at all. Our attendance officers
made some 125,000 phone calls last
year. A very small percentage of them
was for truancy. The majority had
to do with children staying out of
school because of poverty. They did
not have shoes. They did not have
glasses. They did not have winter
clothing, and so they did not come
to school."

To a certain extent we pay the price
for the whole nation's failure to pro-
vide equal educational opportunity.
We have a very heavy influx of chil-
dren from the South. Our records
show that children who have been

23 Kerner, Otto, and others. Report of the
National Advisory Commission on Civil Dip
orders. New fork: Bantam Books, March
1968. p. 90.

2 $ Ibid.
25 Speech by Norman Drachler, Superin

tendent of Detroit Schools, at Potomac Insti-
tute School District Inequities Conference,
November 9, 1968.

20 Ibid.

in Detroit less than five years and
who are in the eighth grade are not
doing as well as children who have
been with us five years or longer. We
have in our system right now between
10,000 and 15,000 youngsters who
have come from Southern states, and
who are living, not with parents, but
with a sister or uncle or some other
relative."

The mobility in our system is in-
credible. We have a school in our
system which opens in September with
1,000 pupils and closes in June with
1,000 pupils, a different 1,000 pupils.
It has a turnover rate of about 125
percent per year. We have pupils
who move five or six times a year."
Is is not obivous that it costs more
money to educate these children?

These statements of inadequacy
should not be taken as a reflection on
the children involved. We believe
any child is educable, but a child with
the handicap of poverty needs more
help than he would need if he had
the foresight to select affluent, edu-
cated parents to give him a head
start.

Where do we get the money to
do the job we have to do in a big
city such as Detroit? Our state
equalized valuation has dropped
almost SI billion in less than 10
years, from 55,672,175,000 in 1960 to
$4,807,698,000 in 1968. Yet our en-
rollment is up from 285,350 to
297,151."

We have gone to the taxpayers in
the past with some modest success, but
our people can no longer afford to
pay more taxes. The city is more and

27 /bid.
28 /bid.
20 Detroit Public Schools. Comparative

Study of School Taxes and Other Taxes in
Detroit, Dearborn, and Grow Pointe. De-
troit: Board of Education, 1968.
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more a city of the black, the old, and
the poor. Of our almost 300,000
children, as of two years ago, 57 per-
cent were black." As of now the
figure is approximately 60 percent.
This is up from 40 percent eight
years ago. We have 265,000 people
over the age of 65 in our city. This
figure has tripled in less thay. 15
years. These people are paying their
share of property taxes yet they have
no children in schoo1.3' In total prop-
erty taxes for city, county, and school
purposes, their tax effort is 3.15 times
the .tax effort of Dearborn and 2.67
times the tax effort of Grosse Pointe.
The suburbs surrounding Detroit are
able to spend up to $500 more per
pupil than we are able to spend in
Detroit, and their people can afford
it better than the people of the core
city.32

To the fullest extent of its re-
sources the Detroit School Board has
tried to provide equal educational
opportunities for the children in the
district. To that extent we have in-
stituted new educational and teaching
techniques in our schools. We have
tried to pay a competitive salary
which would bring the best teachers
into our schools. Some 38 percent
of our teachers, and about 21 percent
of our administrators are black, a
recent and continuing trend. We
have tried to replace our outdated
and obsolete facilities. The result is
that we had a deficit of $6.6 million
last year, and will have a .1,4:it of
$8.4 million this year. We are at our
tax limit, and can tax no more.

In February 1968, knowing that we
had exhausted all other approaches,
the Detroit Board of Education filed

30 Kerner, Otto, and others, op. cit.
31 Detroit Public Schools, op. cit.
32 Kerner, Otto, and others, op. cit.
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suit against the state of Michigan,
charging that the state had failed in
its responsibility to provide equal
educational opportunities to the chil-
dren of our district in violation of
the Equal Protection Clause of the
Fourteenth Amendment of the Con-
stitution of the United States.

What is the theory of our case?
The Fourteenth Amendment provides
that no state shall deny to any person
within its jurisdiction the equal pro.
tection of the laws. In the area of
public education, this has beeil inter-
preted by the Supreme Court to mean
that when a state undertakes to pro-
vide public education, education be-
comes "a right which must be made
available to all on equal terms." I
quote from the Supreme Court's
opinion in Brown v. Board of Educa-
tion:
Today, education is perhaps the most im-
portant function of state and local govern.
ments. Compulsory school attendance laws
and the great expenditures for education
both demonstrate our recognition of the im-
portance of education to our democratic
society. It is required in the performance of
our most basic public responsibilities, even
service in the armed forces. It is the very
foundation of good citizenship. Today it is
a principal instrument in awakening the
child to cultural values, in preparing him
for later professional training, and in help.
ing him to adjust normally to his environ.
ment. In these days, it is doubtful that any
child may reasonably be expected to succeed
in life if he is denied the opportunity of au
education. Such an opportunity, where the
state has undertaken to provide it, is a right
which must be made available to all on
equal terms 33

The state of Michigan has under-
taken to provide public education.
Indeed, it is expressly required to do
so under the Michigan Constitution.
The facts, as I stated them earlier,
make it obvious that public educa-

33 347 U. S. 483, (1954).



don in Michigan has not been pro-
vided to all on equal terms.

We ask the Court in our suit to
declare the present system of school
finance in Michigan unconstitutional
and to send the matter back to the
state legislature for appropriate
action. What we seek is equal edu-
cational opportunity for every child
in the state. This is what public
education is all aboutgiving every
child an equal chance to fulfill his
potential. We can give a child no
less and say that ours is a land of
equal opportunity.

Just as special educational facili-
ties and services are required to pro-
vide physically handicapped children,
such as the deaf and blind, with edu-
cational opportunities comparable to
those enjoyed by normal children,
special educational facilities and
services must be provided children
who are disadvantaged because they
lack the necessary preschool back-
ground and extracurricular educa-
tional experience in order to learn
effectively. H education is to be an
opportunity, it must relate to the
needs of the pupil. The state recog-
nizes this by providing extra money
for the physically handicapped. It
must do the same for those who suf-
fer from the fact that their handicap
does not show physically.

Our lawsuit against the state of
Michigan is based on equal educa-
tional opportunity, an idea whose
time has come, or more accurately,
is long overdue. The necessary judi-
cial precedent has been carefully laid.
Brown v. Board of Education decided
that there can be no unlawful dis-
crimination in public education.
The reapportionment cases of the
early 1960's held that discrimination
on the basis of geography was unlaw-
ful. The recent and already famous

decision by Judge J. Skelly Wright
in the Federal District Court for the
District of Columbia in Hobson v.
Hansen required a program of com
pensatory education when such was
necesary to provide equal educa-
tional opportunity to all the children
in Washington's school system .34

Since our suit was filed last year,
the idea of equal educational opportu-
nity has been supported by the bring-
ing of similar actions in Chicago,
Illinois; San Antonio., Texas; Bath
County, Virginia; Muskogee, Okla-
homa; Kenosha, Wisconsin; and Los
Angeles, California. We are told that
five other large cities will be filing
complaints shortly, and at least 40
other city school boards are closely
watching this litigation. The in-
adequacy of present public-school
finance will be coming relentlessly
before the courts until a favorable
conclusion is reached.

The Detroit suit, commenced by
the Detroit Board of Education in
state court, is now awaiting trial there.
Meanwhile, a suit commenced in
Federal Court by a group of citizens
in Illinois received a quick ruling
granting the state's motion to dismiss.
These plaintiffs now have an appeal
pending before the Supreme Court
of the United States, asking it to take
jurisdiction of the case. Whether
the Court will do so, or whether it will
send the matter back for trial on its
merits, remains to be seen.35

The widespread support and inter-
est in this subject is indicated by the
names on the two amicus curiae briefs
just filed in the case, McInnis v.
Ogilvie.

One amicus curiae brief in support
of plaintiffs is by the National Edu-

11 Hobson 11, Hansen, 269 F. Stipp. 401
(1067).

36 Sec Editor's note, page 44.
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cation Association, the Urban Coali-
tion, and the Lawyers' Committee
for Civil Rights Under Law. Another
one is by the American Federation of
Labor, Congress of Industrial Organi-
zations; American Federation of
Teachers; American Jewish Com-
mittee; International Union, UAW;
Scholarship, Education and Defense
Fund for Racial Equality, Inc.; and
the Western Center on Law and
Poverty.

In its request to the Supreme Court
of the United States to intervene as
amicus curiae in the support of plain-
tiff, the National Education Associa-
tion states that this case "raises the
applicability of the Equal Protection
clause to State allocation of resources
to school children, as an issue which
has major implications for the financ-
ing of public education in every com-
munity, urban, suburban and rural,
of America."

At the time our suit was com-
menced, there was relatively little
published on the concept of equal
educational opportunities and the
inadequacies of present public school
finance. Books and journal articles
are appearing with increasing regu-
larity.36 The idea will not go away.

30 Keppel, Francis. The Necessary Revolu-
lion in American Education. New York:
Harper and Row, 1966. 201 p.

Wise, Arthur E. Rich Schools, Poor Schools.
Chicago: University of Chicago Press, 1967.
228 p.

Daly, Charles U., editor. The Quality of
Inequality: Urban and Suburban Public
Schools. Chicago: University of Chicago,
1968. 160 p.

Benson. Charles. S. The Cheerful Project.
Boston: Houghton Mifflin Co., 1965. 134 p.

Coons, John. Private Wealth and Public
Education. Cambridge: Harvard University
Press, 1969.

Horowitz and Neitreng. "Equal Protection
Aspects of Inequalities in Public Education
and Public Assistance Programs from Place
to Place Within a State," U.C.L.A. Law Re-
view 15:787, 1968.

Allen, lames E., Jr. "The State, Educa-
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Dramatic and essential changes in
public school finance are inevitable.

The last two U.S. Commissioners of
Education have strongly endorsed the
idea of equal educational opportunity,
as does the present Commissioner.
The momentum is picking up and
will not subside until equal educa-
tional opportunity is a reality.

The impact of this type of litiga-
tion will be nationwide, and the
effects will be dramatic. But let me
emphasize what will not be one of
the effects. It is not our intent, nor
is it our belief, that improvement of
the educational opportunities in our
system will be at the expense of sub-
urban or other systems. We regard
it as axiomatic that the 50 percent of
the districts that already have the
resources to provide better than
average educational opportunities are
sufficiently represented in the legis-
lature to see to it that their own
programs arc not diminished, but
rather that the total educational re-
sources are increased. For similar
reasons, we do not see any transfer of
the administration of public schools
from local to state authorities.

We do believe that a successful con-
clusion to this litigation will lead to
the transfer of public school finance
from local to state authority, and will
probably mean the eventual end of
the local property tax for school
finance. A local district which is guar-
anteed by the state the difference be-
tween the amount it raises locally and
the amount necessary to provide its

tional Priorities. and Local Financing." In-
tegrated Education 6:55.61; September-Octo.
ber 1968.

Kirp. David. "The Poor, the Schools, and
Equal Protection." Harvard Educational Re-
view 38:635, 1068.

Campbell, Man X. "Inequities of School
Finance." Saturday Review 52:44, 46, 48;
January II, 1969.



children with equal educational op-
portunities will have little incentive
to tax itself. This would achieve a re-
sult advocated by Conant, that educa-
tional decisions at the local level be
divorced from considerations of local
taxes."

I personally welcome the demise of
the local property tax for school fi-
nance. It is inefficient and inequi-
table. Moreover, it would be better
for public education if it were abo-
lished.

Although he has not yet endorsed
such a step, Dr. James Allen, the new
U.S. Commissioner of Education, has
pointed out that such a transfer of
financing to the state level would
help solve many pressing school prob-
lems, including school segregation and
inefficient small districts."

Success in this litigation will result
in a greater role for educators in
future legislative determinations re-
specting the allocation among the

37 Conant, James Bryant. New State Role
in Financing. Schools." Compact 2: 41.43;
August 1968.

38 Allen, James E., Jr., op. cit., p. 56.

local districts of the state's resources
for education. When the state legis-
latures turn from their present pre-
occupation with state equalized val-
uation and millage to considering
instead only those factors which tend
to equalize the educational oppor-
tunities in different parts of the state,
educators and educational researchers
will have to be consulted and heard.
It behooves educators and educational
researchers to give more thought to
these problems now. 'Their advice
will be sorely needed by the legisla-
tures as they tackle these questions of
public-school finance in a new frame
of reference.

Finally, and most importantly, if
this litigation succeeds, after 150 years
public education will begin to fulfill
its original purposeto insure equal
opportunity and end poverty. I truly
believe that equal educational oppor-
tunity is the main answer to the prob-
lems of race and poverty which con-
front America today, both rural and
urban America. It is for this reason,
above all others, that we must succeed.
We ask your continuing support.
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Contemporary ChallengesMyths or Models

George J. Collins

CONTEMPORARY challenges are innu-
merable. Myths are assumed to be
"imaginary or fictitious," and models
should be "imitated." The selection
of topics of concern for this session
are happily limited: a) inner city
schools and decentralization, (b) equal
distribution of funds, (c) tax reforms,
(d) state and federal investments, (e)
100 percent state support, (f) longer
school year, and (g) nonschool facili-
ties.

Inner City Schools and
Decentralization

Current human interactions in
large cities and on campuses provide
a new series of needs, problems, and
challenges to responsible educational
leaders, governmental agencies, and
social service organizations. Evidence
from inner-city residents reflects new
demands for housing developments,
family services, education, and rec-
reation.

Community residents demand new
involvement in developing programs
and services for their needs. Their
requests for health and social service

Dr. Collins is Assistant Commissioner of Edu-
cation, Massachusetts.

58

55

are heavy. Volunteer agencies and
community services are overwhelmed
by demands and a lack of brain power,
and money demands for day care,
tutoring, unemployment assistance,
retraining, health services, dental ser-
vices, programs for the elderly, and
community action participation, to
name just a few requests from a neigh-
borhood study group in Boston.

Frustration with "education" par-
ticularly, has caused the more vocal
citizens to demand quality schools,
control of curriculm, and the right
to hire and fire teachers. Decentral-
ization of some responsibilities del-
egated to local school boards repre-
sents the latest discovery of citizen
demands for democratic participation.

Teachers are unprepared for wide
divergencies of heterogeneous group-
ing and the technology of the elec-
tronic age. The usual learning theo-
ries and educational methods are
currently less effective for about 40
percent of the students in the inner
city. Inexperience with broadened re
sponsibilities requires new preservice
training and mid-career retraining
with multidisciplinary talents.

Colleges and universities remain on
the periphery except for isolated grant



projecis. Concerted action within the
same institution is noticeably absent,
although they have their share of
problems and needs. Institutions of
higher education, however, represent
the most concentrated resource of
knowledge and human capacities
student and staffto develop plan-
ning alternatives and demonstrative
research to break through the clouds
of doubt and overambitious demands.

The challenges surround us. Suc-
cessful implementation of democratic
dreams, new emphasis, courses, and
major research are required. History
will record the present inaction of
our most reliable and resourceful
institutions as a catastrophe of our
times.

We can learn from the "model"
developed by Mort and his associates
16 years ago in the Bronx Park
Community Project,1 or, further back
in history from the format for devel-
oping participative democracy in
education prepared by Dewey.=

The hastily contrived myths were
demanded by federal coordinators,
and presented and enacted with foun-
dation and federal funds without
regard to statutes or knowledge of
the background principles or models
of Dewey and Mort. Communication
break downs closed schools unneces-
sarily. The mass media hastened
confrontations, but did little to clar-
ify the issues.

The roles for professional experts
in decentralization for the 1970's have
changed. The omnipotent expert is

1 Polley, John W.; Loretan, Joseph; and
Blitzer, Clara. Community Action for Educa
lion: The Story of the Bronx Park Commu-
nity of New York City. New York: Teachers
College, Columbia University, 1953. 102 p.

2 Dewey, John. Democracy and Education.
New York: Macmillan Co., 1916. 434 p.

no longer accepted. The new expert
must be a catalyst with a background
of education in a participative democ-
racy. He has to:

I. Listen to the participants: mu-
nicipal officials, school officials, school
administrators, instructional staff
members, noninstructional staff mem-
bers, students, parents, and other tax-
payers.

2. Guide the participants in artic-
ulating their needs and establishing
priorities.

3. Help in the development of
communication techniques and coor-
dinating procedures among the par-
ticipants.

4. Expedite realistic planning for
the fulfillment of immediate neces-
sities and long-range goals (establish
priorities).

5. Encourage continuous communi-
cation of participants for assessment
of needs, establishment of priorities,
and development of new long-range
plans.

Decentralization is here to stay.
The models developed decades ago
for suburban communities like Wid-
mere-Hewlett and others on an
advisory basis need the force of
statutory enactment to break down
the political barriers in modern urban
centers. Once the machinery is estab-
lished, what Dewey theorized and
Mort verified with research, and local
citizen groups hoped would happen,
will begin to happen. Participation
and involvement will lead to higher
school expenditures and better educa-
tional quality for our city children.

The fiscal implications with or with-
out Program-Planning-Budgeting Sys.
tems will be felt in demands for the
more evident "quality" measures
documented by the Mort Simplex
and recently by Igoe at the 11th
National Conference on School Fi-
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nance.3 The order of the demands
may be different, but one can be
outraged by unattractive starting
salaries for teachers, outdated text-
books, inadequate supplies, closed
schools on week ends and evenings,
push outs, dusty-book libraries, poorly
maintained school facilities, over-
crowded classrooms, lack of support-
ing specialists, dull and inadequate
learning spaces, failure to keep up
to date, and a void in research.

Decentralization extends the rela-
tion of citizen advisory committees,
and demands for new meaningful
involvement are seen in cities, sub-
urbs, and rural areas. Educational
statesmen can help by listening, then
assisting with the articulation and
development of more responsive and
equitable educational opportunities.
Teacher power from negotiations will
be augmented as parental fear and
apathy develop into concern, advice,
and demands. The double-headed
parent and taxpayer will meet his
demands coming in or ask himself
going out, why his child's educational
financing has a low priority.

Equal Distribution of Funds
Equal distribution of funds over-

emphasizes need and underemphasizes
ability to support a program. Fed-
eral programs have operated on a
theory of need. In the practical poli-
tics of obtaining congressional votes,

Igoc, Joseph A. "The Development of
Mathematical Models for the Allocation of
School Funds in Relation to School Quality."
Interdependence in School Finance: The City,
the Sti..e, the Nation. Proceedings of the
Committee on Educational Finance. Wash.
ington, D.C.: National Education Associa
don, 1968. p. 208.

Mort, Paul R., and Furno, Orlando F.
Theory and Synthesis of a Sequendial Sim.
plex: A Model for Assessing the Effectiveness
of Administrative Policies. New York; Teach.
crs College, Columbia University, 1960. 104 p.
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equal distributions among the states
have always been a subtle but prime
objective of the Congress. Defense
budgets arc frequently analyzed to
discover the distribution of funds
among states. Since 1965, when
federal funds were first distributed to
children needing special "compensa-
tory" education based on a distribu-
tion formula of low-income families,
quite by accident equalization has
predominated federal distribution of
funds for elementary and secondary
education. Alexander and johns dis-
covered a correlation of .65 between
personal income per child 5.17 years
of age and allocations of funds
signifying a fairly high equalization.4

Most state legislatures have also
provided funds for special needs, with
equal distribution. In fact, 80 per-
cent of all state programs, 354 of 141
distribution systems are on a flat-grant
or equal distribution basis. Only 30
percent of state funds, however, arc
distributed on an equal distribution
system. Special purpose grants con-
tinue to increase in number (an in
crease of 61 from 1957-58 to 1966.67),
and the largest percentage (71) of
special purpose aid is distributed on
an equal distribution system. It is
surprising that so many states use
equalization for special purpose pro-
grams.

In 1966.67, among the special pur-
pose grants funded, were programs
for special education in 50 states,
kindergarten in 33 states, and the
newest "compensatory" programs in
16 states. The affinity between
special-purpose grants and equal-dis-
tribution programs was not by acci-
dent. In one respect this reflects a

I Alexander, S. Kern, and Johns, Thomas
I.. Extent of Equalization in Federal Grant
Programs. Unpublished report, U.S. Office of
Education, November 1967.



legislative awareness that leeway for
funding new and needed programs is
not readily available in all districts.
In another respect it is the traditional
way of enacting laws. Practically,
legislators sometimes are convinced
that the only way to assure that every
one has his "good" program to up-
grade education and obtain every
vote needed for enactment, the state
must fully fund the program in every
district, much to the dismay of strict
equalizationers. With a low return
based on equalization, some districts
might choose to forego the new pro-
gram, if they do not already have it.
Traditionally, however, school officials
react less adversely to legislative man-
dates or suggested improvements
when the sweetner is provided
dollars.

Disadvantages

Every legislative enactment has
some disadvantages. Even the most
beneficial programs can have their
adverse effects that become apparent
only after a few years of operation.
In Massachusetts, with the noblest
intent, a statute was passed to elim-
inate or reduce racial imbalance.
Evidence today indicates that new
facilities can be built only in pre-
dominantly white areas or where
balancing can take place. As a result,
the central ghetto of Boston does not
have the excellent recreational facili-
ties in the new schools for after
school, evening, and summer pro-
grams.

Equal distribution of funds ignores
(a) unequal ability to support pro.
grams, (b) unequal cost to conduct
needed programs, and (c) differences
in funding the same program because
of prevailing salary inequities. (Note
that federal distributions of funds for
ESEA based on national averages fa-

vor states with lower expenditures
which is a noble model, but ignores
the cost of living, school expenditures,
and salaries needed to attract more
competent staff members in higher
expenditure states.)

Tax Reform

Tax reforms present the most chal-
lenging problem to all three levels
of government. The U.S. Bureau of
the Census reports that tax revenue
is federal 60 percent, state 20 percent,
and local 20 percent. The federal gov-
ernment obtains about half of its
funds from taxes on personal income.
This tax revenue is the largest (esti-
mated at $81 billion) and has the
least negative reaction. Current re-
volt is directed toward state and local
governments and particularly local
school-bond elections (about one-third
of them fail).

Postponements of school construc-
tion add about 12 percent a year to
the cost of a building, or about 18
percent if you include interest. This
problem alone signifies the misappre-
hension and irresponsibility of con-
structing schools from revenues that
are susceptible to the brunt of tax-
payer revolts. Unknowingly, tax-
payers are losing money fiddling while
inflation continues. Their children
and the community pay dearly for
negative tax actions. I have lived long
enough to see rejected school building
proposals, purchased years later at
four times the cost and at the expense
of a generation of children.

Local school operating expendi.
tures have been inching ahead, con-
siderably behind educational needs,
and stifled by overreliance on an over-
burdened property base.

Since World War II, legislative ap-
propriations for education have pro-
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vided the bulk of our leadership
gains in most states.

Legislative commissions for tax re-
form are working in a few states;
however, the on-going resources are
"perceived" by state residents as "at-
the-tax limit," and under-utilized taxes
by the states are "taboo or off-limits"
if you want to be re-elected. "Educa-
tion" and education by state legisla-
tures have failed miserably in helping
taxpayers understand their responsi-
bilities and the need for a balanced
tax system.

Underutilized taxes are reported by
ACIR.5 The $2 billion of under-
utilized taxes are "political questions,"
inextricably interwoven with social
and emotional reactions of legislators
and votertaxpayers. Most financial
planners know what to do logically
in each state, but action must wait for
changes in public attitudes and public
policy. Public policy today, sad to
say, in most states demands a mora
torium on new taxes.

The Congress, as representative of
the states, should limit personal in-
come taxes to $80 billion. How? Cut
defense spending about 10 percent a
year. This is not "blasphemy." Re-
duce expenditures for everything from
the megamultiple new devices to ex-
perimental stockpiles and concentrate
on research and higher "program-
planning.budgeting-production." Cur-
rent overexpenditures and overexten-
sions world -wide are a new generation
of follies.

Shift school construction costs away
from local taxpayers. Limit the fed-
eral income tax and allow states to
extend theirs. Cut defense spending.

5 Advisory Commission on Intergovernmen-
tal Relations. Fiscal Balance in the American
Federal System. Washington, D. C.: Govern-
ment Printing Office, October 1967. Vol. 1,
p. 328-29.
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Why? Because the Congress will
never be responsible for education
it is a state responsibility. Further,
the Congress in Article I, Section 8,
of the Constitution of the United
States has no specific power, and,
therefore, cannot constitutionally act
as a collector and distributor of taxes
to states without an amendment.

Tax reform is a myth. Public pol-
icy wants luxurious waste and tax
cuts, not reform for the next few
yearsthat is until more Johnnics
cannot find a seat or have a teacher.

State and Federal Investments
in Education

State investments have increased
from $1 billion in 1945.46 to $14
billion. Equalization of special-
purpose grants must be developed or
the grants must be integrated into
a comprehensive "block grant" to
local districts. The paper work and
special programs are wasteful and as
equally ridiculous as the proliferation
of federal programs appeared to me in
1966, after I had spent one year as
Bureau of the Budget forms clearance
officer in the U. S. Office of Education.

More funds should come from the
federal cuts in income tax rates and
defense waste. A recent study a shows
that 45 states expressly authorize com-
mon schools. Many of those use the
sacred phrases, common, general or
equal. Legislative statutes usually are
replete with such phrases as equal
educational opportunity. Then, all
states prescribe financial systems to
support education not based on op.
portunitie.s or needs, but WEALTH.

a Collins, George J. "Constitutional and
1.egal Bases for State Action." Education in
the States: Nationwide Development Since
1900. Washington, D. C.: Council of Chief
State School Officers, 1969. Vol.2, Chapter 1,
p. 5-69.



Based on providing equal educa-
tional opportunities, states must and
should provide more than 90 percent
of the aid in some districts. The
level of support naturally must in-
crease to provide a foundation or
basic or equal educational oppor-
tunity, including some funds for
Mores "lighthouse" experiments. The
system must have incentive opportuni-
ties for local districts to exceed the
state-supported program. State sup-
port for incentive programs should
also be equalized by wealth available
locally.

Need must be measured, not alone
by numbers of students and weighting,
but also as a help to the educationally
disadvantaged. Class size does make a
difference. Furno and Collins reported
a comprehensive study of 312 variables
by tracing 16,449 pupils in grade 3
for five years.? There were 1,992 classi-
fications of pupils for parental occupa-
tion (4), IQ (4), class size (4), home
(2), achievement (2), faculty (2), race
(2) and program (2). The probabili-
ties are overwhelmingly on the side
of smaller classes (fewer than 25
pupils). The answers are not absolute,
for absolute answers to complex prob-
lems are an oversimplification. Even
the atom has been based on probabilis-

t tic theory since 1958; why not human
learning complexities which are far
more complex.

Less than a fraction of 1 percent
of federal funds is for general aid
to public education. The 7 percent
referred to as federal contributions is
almost entirely for special-purpose
programs, not general aid in the regu-
lar operating budgets. A decade ago
I wanted 33 percent of the cduca-

7 Furno, Orlando F., and Collins, George J.
Class-Size and Pupil Learning. Baltimore:
Baltimore City Public Schools, 1968. 146 p.

tional expenses (current and capital)
to be supported by federal aid. But
there are too many forms to complete,
too much red tape, too many amend-
ments to support the special interest
of power groups, and too little re-
sponse to changing needs to fight this
uphill battle for another 100 years
(from Morrill in 1862 to ESEA in
1965).

The Congress has known for two
decades that there was and is a seri-
ous shortage and overuse of inade-
quate school facilities, and it has
shirked its responsibilities. Only $1
out of every $9,600 collected by the
federal government is used for school
construction (impacted aid and lim-
ited ESEA programs). About $1 out
of every $10 local and $1 out of every
$72 state are invested in school con-
struction.

For operating costs our governments
invest $1 out of every $3 local, $1
out of every $4 state, and PENNIES
out of every $197 federal, or if you
count extracurricular ESEA, impacted
aid, EPDA, etc., you would receive
$1 out of every $132 federal.

In general, Federal support for edu-
cation is a myth with "faint" hopes
for special programs.

100.percent State Support
One current myth indicates that we

do not have a system of 100-percent
state support. of education. An his-
torical review of legislation and edu-
cation indicates that state legislative
responsibility for education was dele-
gated to local school districts or muni-
cipalities. State legislative taxing au-
thority provided state trustees (local
school officials) to use state taxing au-
thority to tax property in local school
districts to support the state responsi-
bility for education. Today, after a
few generations, state responsibilities
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and state taxing powers are a myth
to any local citizen.

Equal opportunity cases should ex-
pose the inequities in present enroll-
ment and property-wealth based form-
ulas.8 The myth is misinterpretation
of equal dollars for all children in a
state. The problem will be to educate
state legislatures to understand the
differences between support and will-
ingness to invest in better schools.
There must be some measure of local
willingness to provide "lighthouse"
and better support for education
above the equal support recommended
by the court. Without a favorable
judicial ruling to require better legis-
lation for equalization, full state sup-
port is a myth.

A model to follow where states can
beneficially move toward 100-percent
state funding is capital construction
for schools. The savings to a third of
the districts each year would be 20 to
40 percent of the cost of construction.
The savings to the remaining two-
thirds of the districts would be about
25 percent of the cost of construction
by accelerating needed projects in ad-
dition to state assumption of costs.

Longer School Years
A substantially longer school year

for all children is a myth. The aver-
age numbers of days among states
and districts range from about 170 to
185; the median is about 179 days.
A few days could be added to the
average. Some states could add as
many as 15 to 20 days. Present tax
revolts, dollar shortages for education,
teacher bargaining, summer programs,
parental vacations, camp experiences,
needed earnings by students, and a
lack of that frill, air conditioning
make a full summer program a myth.

B See Editor's note, page 44.
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The models worth emulating are
programs for field trips, study abroad,
remedial or extended opportunities
in the summer. Programs in air-
conditioned buildings will have wait-
ing lists.

Nonschool Facilities

Nonschool facilities for all school
children are a myth. Two snow days
and parents are screaming for school
to begin. Television, libraries, cul-
tural opportunities, and one-to-one or
small group instruction by parents
provides diminishing returns except
for the very, very exceptional parent,
once reading progresses past the first
hundred words and even before that
for most parents.

The models for nonschool facilities
are field trips and museums, if mean-
ingful pre-use and post-use experience
are integrated with the trip. The tax
dollar could not afford the drain on
full school expeditions. The non-
school facilities are exhausted in the
area when the numbers exceed a few
hundred.

There are models of greater utili-
zation of special facilities in many ma-
jor cities today; but a desk, a book,
or a quiet group-oriented activity or
a school facility are hard models to
correlate negatively with even the
Coleman wizardry.

Theory or Practice

Financial experts can provide the
most beautiful theory of balanced tax
programs, equalized and incentive
reimbursements, staff requirements,
and other exemplary educational re-
forms or innovations. Computer-
assisted experts can simulate any num-
ber of changes in the variables for
extending the options to correct state
reimbursement formulas. The model



builders and models are within closer
reach than the moon, but politicians
and legislative practices are not buy-
ing models.

In practice, legislators are still in-
vesting in myths which replicate the
traditional ways of taxing and distri-
buting funds with only minor changes.
The courts are our one ray of hope
to shatter a few legislative myths ex-
peditiously. Responsible school fi-
nance officials in each state should be
ready with the models and a variety
of options to equalize the support of
a worthy basic program for the inhabi-
tants of the 21st century, including a

program that brings incentive funds
for every district to do some experi-
menting. Members of key legislative
committees must be participants in the
formula development. In 1963, my
first draft of Demonstration Centers
now Title III of ESEA was for five
districts. Today every district should
be experimenting to test the myths
and models of the educational enter-
prise with local and state funds from
local taxpayers and without a ream of
state or federal proposal forms. One
model we should all follow in financ-
ing is to eliminate the paper work
in the practice of operating schools.
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Decentralization and the Finance
of Inner-City Schools

Henry M. Levin

THE PURPOSE Of this inquiry is tO de-
termine how we can get more re-
sources to the disadvantaged child in
the inner city, resources that will be
used to substantially improve his edu-
cational opportunities. This analysis
can be divided into three steps: (a)
obtaining more money for school dis-
tricts with disadvantaged children, (b)
using that money to support services
for disadvantaged children within
school districts, and (c) spending the
money in such a way that it yields
results.

While the traditional literature on
school finance has been devoted to
"equalizing educational opportunity"
within states, much of the recent dis-
cussion has focused on financing edu-
cation for that group with the least
opportunity, the educationally disad-
vantaged. Even the most conservative
educator would agree that equality of
educational opportunity implies equal
educational resources among schools;
but in the past few years, equality of
educational opportunity has been
increasingly interpreted as meaning
some semblance of equality in terms

Dr. Levin is Associate Professor of Education,
School of Education, Stanford University,
Stanford, California.
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of educational output. This latter
interpretation implies that greater
educational resources be devoted to
the schooling of students from low
social strata relative to those allocated
to middle- and upper-class children.

As we know, by either standard our
efforts have failed. The school districts
least able to afford substantial support
of their schools are those saddled with
the largest proportions of poor and
disadvantaged pupils. Neither federal
and state compensatory programs nor
state equalization programs have made
much of a dent in the unequal dis-
tribution of educational opportunity
as reflected by school expenditures.
Foundation programs and other equal-
ization plans have simply not achieved
their putative goals by a wide mark.
To cite some examples, California
showed per-pupil current expenditure
extremes of $1,710 and S274 in 1967,
while for Michigan the high mea-
sure was S915 and the low one was
S394. Moreover, to no one's surprise,
the high-expenditure districts were
characterized by middle- and upper-
income children while the low-expen-
diture districts were charged with
schooling the poor. In effect we have
been investing greater social resources
in improving the educational profi-



ciencies of the rich than of the poor.
I doubt whether this phenomenon
fulfills anyone's concept of fostering
equality of opportunity.

Why do these inequalities persist?
Though many would like to believe
that they are due to differences in
fiscal effort among districts, this does
not seem to he borne out. In a sub-
stantial number of cases the low-
expenditure districts are burdened
with far higher tax rates than are the
hig!i.expenditure districts. The ine-
quilities persist for a combination of
boa, technical and political reasons.
The technical reason is simply the
fact that the mechanistic aid formulas
are too simple to take into account all
of the factors that lead to inequality
in school expenditures. More impor-
tant, however, are the political prob-
lems that limit meaningful equaliza-
tion. The powers-that-be at the state
level are unwilling to radically redis-
tribute state funds, for that would
require the wealthy and politically
powerful school districts to heavily
subsidize the poorer ones. This poli-
tical recalcitrance is evident in the
unrealistically low level of foundation
support. It is doubtful whether any
state legislator would wish to send his
child to a school that was financed at
the foundation level. Similar criti-
cisms can be aimed at the other
"equalizing" grants. The point is that
a little equalization may be enough
to salve some social consciences, but
it is surely not ,.neaningful in terms
of guaranteeing equality of educa-
tional opportunity.

Further, categorical grants pro-
vided for low-income children have
been far too meager to fill the gap.
Over $1 billion a year has been spent
under Title I of the Elementary and
Secondary Education Act of 1965, but
this must be considered to be merely

a start in the right direction. Unfor-
tunately, the publicity given Title I
programs tends to hide the fact that
it represents only about 3 percent of
total expenditures for the country as
a whole. In some large cities per-
pupil expenditures are just half of
what they are in the outlying suburbs,
even with the Title I contribution.
One superintendent of a large city
school system characterized Title I
with Mark Twain's definition of the
Black River: "It is a mile wide and
an inch deep."

Yet, I am somewhat optimistic
about getting more resources to the
impoverished districts and particu-
larly to the cities. First, the federal
role in subsidizing the education of
the disadvantaged is likely to increase
during the forseeable future. Second,
a relatively new legal strategy may
force the states to take a more domi-
nant role in promoting equality of
educational opportunity. It is believed
that the present inequalities in ex-
penditures violate the equal protec-
tion clause of the Fourteenth Amend-
ment of the Constitution of the
United States.' The state courts have
repeatedly ruled that education is a
state function, not a local one. Local
school districts are considered to be
subdivisions of the state only for pur-
poses of administrative convenience.
Whether school taxes are collected by
the state cr local school districts, they
are considered to be state taxes; and
if disparities exist in the revenue re-
sources available to school districts,
such differences exist as a consequence
of the state's discretion.

Kirp, David L. "The Poor, the Schools,
and Equal Protection." Harvard Educational
Review 38:635.68; Fall 1968.

Wise, Arthur. "Is Denial of Equal Educa-
tional Opportunity Constitutional?" Admin.
istrator's Notebook 13:1-4; February 1965.
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On this premise at least a dozen
cities, including Detroit, Chicago, and
San Antonio, have begun to sue their
respective states with the goal of re-
quiring the states to foster a truer
measure of equality of opportunity.
While some of the suits argue for
equal expenditure, others assert that
equal protection of the law requires
unequal expenditures based upon the
inner-city child's extra educational
needs. In practical terms the states
would be required to undertake a far
larger share of the financial burden,
one that would require substantially
larger allotments to the city schools.
It appears that if these cases can docu-
ment the proposition that lower ex-
penditure schools limit the educa-
tional opportunity of their pupils vis
a vis higher expenditure schools, there
is a good chance that the states will
become fully responsible for remedy-
ing present inequities.

Let us assume that this phenome-
non in conjunction with increased
federal aid will improve substantially
the allocations to city school districts.
Much of the work done on financing
the city schools implies that if this
were to come about, the problems of
financing the inner-city schools would
be pretty much solved. Here I must
register a strong dissent, for (a) there
is little guarantee that all of the in-
creased funding would be distributed
to the pupils for whom it was in-
tended, the educationally disadvan-
taged; and (b) there is even less assur-
ance that the money would be used
to mount effective programs that
would capitalize on the cultural attri-
butes of poor, black youngsters in the
inner-city schools,

To begin with, those city schools
with lower-class and black enrollments
have been discriminated against for
years in the allocation of resources.
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These inequalities have not been di-
rectly visible on accounting statements
because, as all of us know, our ac-
counting systems do not report ex-
penditures on a school-by-school basis
in sufficient detail for analysis.2 More-
over, almost every school superinten-
dent will deny that such inequities
exist. Yet, every study that I know of
that has audited funding on a school-
by-school basis within cities has found
that poor children and black children
were attending schools that were con.
siderably less well endowed than their
white, middle-class counterparts.'
Not only have these differences been
tolerated (and perhaps promoted) in
the past, but what is more surprising
is that a recent analysis of a large
city in its third year of a well-known
compensatory education program re-
vealed the same resource discrimina-
tion in favor of white and middle-
class pupils and to the detriment of
lower-class and black pupils. Unfor-
tunately, the publicity given to com-
pensatory education efforts 4 has given
the impression that the disadvantaged

2 Some large cities notably Chicago. lfein
phis. and Atlanta. do present such data
locally in budgets, but need not report them
to state or other authorities. The data arc
mainly salary payments to staff in the schools.
In these cases, area, central purchases, or
centraloffice expenditures are not prorated
to give actual expenditures.

3 Sexton, Patricia C. Education and hi.
come. New York: Viking Press. 1961. 298 p.

Thor:11)1nd, Carl Eric. The Fiscal Impart
of a High Concentration of Low-Income
Families upon the Public. Schools. Urbana:
University of Illinois. 1966. Abstract: Dis-
sertation Abstracts 27:4094-95: June 196;.

U.S. 89th Congress. 2nd Session, !louse
Committee on Education and Labor. Task
Force on Antipoverty in the District of Co.
lumbia. A Task Force Study of the Public
School System in the District of Columbia as
It Relates to the War on Poverty. Washing.
ton. D.C.: Government Printing Office, 1966,
119 p.

Cohen, David K. "School Resources and
Racial Equality." Education and Urban So
ciety 1:121.37; February 1969.
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are receiving more school resources
than the non-disadvantaged. The
truth of the matter is that while some
-inner-city" schools show higher ex-
penditures than some "middle-class"
schools within cities, on the average
the schools attended by lower-class
children are still being discriminated
against vis a vis those attended by
middle-class children.

One example of the misleading
publicity is that given to the More
Effective Schools (MES) for the Disad-
vantaged in New York City. It is true
that expenditures on these particular
schools approximately doubled. What
is not pointed out is the fact that the
MES schools represent only 21 out of
over 900 schools in New York City,
and probably over half of these 900
schools serve educationally disadvan-
taged populations. Let any New
Yorker who seriously believes that
more is being done for the poor than
for the rich simply compare the
schools in the Riverdale section with
those in East and Central Harlem.
Of course, it is important to point
out that discrimination against the
inner-city schools is not so much a
planned phenomenon as it is an ex-
cellent example of institutional rac-
ism. The unified salary schedule gives
the same reward to a teacher no
matter how desirable the teaching
situation within each city. It is little
wonder, then, that the least experi-
enced teachers and long-term substi-
tutes prevail in the inner-city schools
while the more experienced teachers
are found in the middle-class schools.
If we really cared for the needs of the
disadvantaged, we would be providing
the inner-city schools with a more
experienced teaching force, even if
substantial salary differentials and
other benefits were required to achieve
it. Instead, both school administra-

tors and teacher organizations have
preferred to treat the unified salary
schedule as inviolate regardless of its
impact on inner-city schools.

The fact that teachers in the inner-
city schools are at the lower experi-
ence rungs is the primary reason for
the lower per-pupil expenditures in
those schools. Yet the central school
boards seem unwilling to return to
those schools the "savings" on teachers
in the form of substantially more per-
sonnel, supplies, and other amenities.
Rather the "savings" from lower
teacher budgets in the ghetto schools
represent implicit subsidies for the
middle-class schools. Another form of
institutional discrimination is the
"accruals" on teacher salaries which
must be returned to the central school
authority when teachers are absent.
The teacher absentee rates are far
higher in ghetto schools than in other
schools, so this also reduces the allo-
cation to the former group of schools.
Many other instances can be cited.

But even when additional finances
are allocated to the inner-city schools,
they are simply used to supply more
of the same resources and programs
that have already failed the inner-city
child. Most peculiarly it is expected
that the teachers, curriculum, school
organization, and educational meth-
ods that have consistently failed the
ghetto child will somehow succeed
if only class size is reduced and more
library books and counselors are
added. Needless to say, compensatory
education programs have not shown
very encouraging results.

I maintain that the central school
bureaucracies are presently incapable
of formulating instructional programs
that will capitalize on cultural differ-

ences. Instead, the programs assume

3 Ashton-Warner. Sylvia. Teacher. New
York: Simon and Schuster. 1963. 224 p.
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that the child is deficient and needs
remediation or more of the same ap-
proach that has not worked. More
careful analysis suggests that the inner-
city child is culturally different and
needs a different approach. But the
culturally different strategy u has not
been substantially adopted by the
large cities, and the schools have con-
tinued to fail the inner-city child.
That is where we stand.

Decentralization as a Remedy

In my view, decentralization of the
large-city schools has several advan-
tages over the present approach for
getting more resources into the inner-
city schools and for using them more
effectively. These advantages would
be outgrowths of the following plan
for financing decentralized schools.'

Since decentralized school districts
would obviously be too small to raise
their own revenues, the provision of
fiscal resources would continue to be
a function of the central school au-
thority. The central school board
would provide each decentralized
school board with a lump-sum budget,
and each local board would possess
substantial discretion in allocating its
budget. Financial accounts and ac-
countability would remain in the
hands of the central school authority,
but the actual disbursements for each
school could be authorized only by
the local governing board for that
school. On the basis of this decision-
making power, the local governing
boards would construct their programs

Baratz. loan, and Shuy. Roger. Teaching
Black Children To Read. Washington, D. C.:
Center for Applied Linguistics. 1969. (In
process)

James, H. Thomas. and Levin, Henry M.
"Financing Community Schools?' The Com-
munity School. (Edited by Henry M. Levin.)
Washington, D. C.: Brookings Institution,
1969. (In process)
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and purchase the necessary comp-
nents to implement them, a course of
action that is not permitted under the
existing regulations.

In general, the size of the lump-sum
allocations would be directly related
to the degree of educational need of
the pupils. That is, schools with large
numbers of educationally disadvan-
taged enrollees would receive larger
allotments per pupil than would
schools whose pupils were more ad-
vantaged. One way of fulfilling these
criteria would be to require the cen-
tral school authority to distribute its
own resources among decentralized
schools in such a way that each local
school board would receive the same
basic allotment per pupil. Then, state
and federal monies would be used to
augment the local distribution accord-
ing to the level of need among the
decentralized districts. Using this ap-
proach, the higher levels of govern-
ment would be responsible for financ-
ing the additional resources required
for compensatory education, a role
consistent with the goals of the lar-
ger society to equalize educational
opportunity.

It seems that this arrangement
would go far to counter financial dis-
crimination against inner-city schools
for the simple reason that such in-
equitable treatment would be visible.
That is, per-pupil allocations could be
easily computed from lump-sum budg-
ets and school enrollments. Under
the present accounting system school -
by- school expenditures are not com-
puted or reported, so such inequities
are not visible.8 On the other hand,
if a lump-sum budget were reported
for each school, the social hypocrisy
evident in preaching compensatory
education for the poor while imple-

8 See Editor's note, page 44.



menting it for the rich would be
obvious. The visibility of lump-sum
resource allocation patterns would en-
able a measure of social accountability
and would tend to dampen much of
the sub rosa fiscal discrimination
against schools in poor and black
neighborhoods. (Of course, even with-
out decentralization the states should
require school-by-school expenditure
information from school districts.
Some of the difference will certainly
be due to differences in function and
level of school as well as variations
in maintenance and contingency-type
expenditures. Yet, these factors can
be adjusted for, and an analysis can
be made of intra-district resource allo-
cation. In my opinion such informa-
tion would serve to counter discrimi-
nation against the powerless and
poor.) Thus, decentralization would
help to serve the second aim that I
outlined in my introduction, that of
getting to the poor, educational re-
sources that they do not seem to be
getting under a central bureaucracy.

The second advantage of decentral-
ization would be that the inner-city
schools should be able to use resources
more effectively to improve their op-
erations than have the city-wide bu-
reaucracies. The central school boards
seem to be unable to appreciably de-
viate from an educational approach
that simply has not served inner-city
youngsters effectively. The participa-
tion of parents and other members
of the community in running the
schools would lead to a more total
involvement in the school by its con-
stituency that is possible under the
present rigid structure. Differences in
community needs would be reflected
by differences in educational strate-
gies, a phenomenon which is not possi-
ble within the confines of the present
universalistic model.

In addition, resources would be de-
voted to the affective needs of disad-
vantaged children to promote the
sense of self-worth and identity of the
pupils being served while imparting to
those youngsters the ability to influ-
ence their lives. The often noted effect
that the "one approach school system"
has on undermining the self-worth
and dignity of black and other poor
children would be consciously attacked
by diversifying the schools to serve
particular needs.

The decentralized school board in
conjunction with its teachers and ad-
ministrators would work out relevant
educational strategies, and the ability
of the school board to allocate its own
budget would enable it to obtain the
necessary mix of resources. Library
books would not be forced upon
schools that have no libraries, and
scientific equipment and overhead
projectors would not be allocated to
schools that do not have the relevant
programs, personnel, or facilities to
use them. These anachronisms have
taken place quite regularly under the
traditional and highly centralized sys-
tem. Decentralized schools might wish
to purchase some services from outside
contractors wherever the schools' own
capabilities were least adequate. In-
deed, the community has the most at
stake in the education of its children.
Given this incentive, we can expect
that the community decision-making
body will have a deep interest in
planning programs and allocating its
limited resources in the most effective
way possible.

Needless to say, the transition from
centralized to decentralized schools
will not be an easy one. Though
the present city school systems are
educationally ineffective for substan-
tial numbers of youngsters, they ap.
pear to operate in a highly organized
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way. Indeed, the present pattern of
administering the schools has bene-
fitted from half a century of experi-
ence in establishing procedures to
handle any possible contingency (ex-
cept the failure to be educationally
effective). Any quest for drastic change
in the schools must necessarily be
accompanied by a certain amount of
trial and error and extensive planning.
But I hold out little hope of substan-
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tially improving the inner-city schools
without the drastic structural reform
that would make the parents and com-
munity the agents of change. Other
aspects of decentralization may be
problematical depending upon one's
objectives, but clearly decentralization
has much to recommend it in terms
of getting more resources into the
inner-city schools and using them
widely.



Criteria for Evaluation of Financial Aid to Education:
The Need for Re-examination

Ernest Bartell

THE CRISIS OF COSTS that faces the
nation's schools is not likely to dimin-
ish in the foreseeable future, accord.
ing to most economists, regardless of
efforts to increase efficiency in admin-
istration of our school systems, for the
principal stimulus to increase the costs
of education comes from the nature of
technological progress outside the edu.
cational sector itself. Rapid and sus-
tained technological change makes it
possible for wages and salaries in
many sectors of the economy to rise
steadily with no inflationary increases
in the prices of goods produced. The
economy can afford to pay the widget-
maker twice as much an hour without
inflation today because he produces
twice as many widgets in an hour's
time as formerly.

So far, however, in education there
have been few such comparable in-
creases in measurable productivity.
Nevertheless, salaries of teachers must
keep pace with those of their peers
in more economically productive em-
ployment. Since salaries account for
more than half of the operating ex-
penditures per pupil in our schools,
a substantial and steady increase in
costs can be expected to continue as

Rev. Ernest Bartell, C.S.C., is Professor of
Economics, University of Notre Dame, Notre
Dame, Indiana.

long as productivity in education lags
behind productivity in the rest of the
economy.

The financial burden placed upon
local school districts by these charac-
teristics of the economy, of course, has
increased pressure for more broadly
based financing of all levels and types
of school operations. However, greater
federal and state support increases the
complexity of evaluating both the ef-
ficiency and the equity of school fi-
nance. Simple criteria for evaluating
the efficiency of educational inputs
have proven adequate in the past to
call attention to important private
and social returns to education.
Straightforward analysis of high rates
of incomes generated by educational
investments have been adequate to
provide an economic argument for
federally supported educational pro-
grams consistent with objectives of
fiscal policy at the federal level. The
result in the past few years has been
initiation of federally supported sup-
plementary services to general edu-
cation, for example, under Title I
of the National Elementary and Sec-
ondary School Act, as well as of spe-
cial educational programs such as
Operation Head Start, Job Corps,
Neighborhood Youth Corps, and vo-
cational training under the Vocational
Education Amendments of 1968.
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However, oversimplified conven-
tional criteria for analysis of costs and
benefits may produce results that are
inadequate to justify enthusiastic ex-
pansion of the federally supported
educational programs that must com-
pete with other expenditure programs
in the pursuit of federal goals of high
employment and of assistance to mi-
nority groups.. Similarly, simple stan-
dards for analysis of the incidence of
the burden of educational finance
placed upon a single tax base are often
no longer adequate as criteria for
ascertaining the equity and feasibility
of programs of financial aid to educa-
tion.

The total programs of educational
finance will more and more be the
result of combinations of local effort,
and state and federal support, all
linked by increasingly complex for-
mulas determined independently at
the various levels of financial support.
This problem, which in the past has
centered on links among federal, state,
and local financial decisions for edu-
cation, is now further complicated by
the introduction of additional politi-
cal decentralization in the form of
community control of schools.

It is not likely that initiative in
promoting rational, comprehensive
analysis of both efficiency and equity
in the finance of the nation's educa-
tional efforts will be taken by those
whose educational interests are only
tangential to their primary responsi-
bilities. Yet, the Economic Report of
the President for 1969 makes it clear
in its discussion of federal programs
of aid to education that as experience
and data from existing programs ac-
cumulate, evaluations that will deter-

'Economic Report of the President, Trans-
mitted to the Congress. January 1969. Wash-
ington. D. C.: Government Printing Office.
1969. p. 161-62.
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mine the degree and direction of fu-
ture support will be made. Hence, the
burden of providing the kind of com-
prehensive analysis that will account
fully for costs, benefits, and ability
to support educational programs may.
well rest upon the educational profes-
sion itself.

To illustrate the magnitude of this
task, we shall review here some of
the criteria that are currently being
used or developed to explain the im-
pact of federal educational expendi-
tures upon the economy and society
and to offer some examples of impli-
cations of interrelated policies for fi-
nancing education at different levels
of government.

Criteria for Evaluation of
Benefits of Federal

Educational Expenditures

Operational criteria for evaluation
of federal expenditure programs arc
quite naturally related to economic
goals of federal policy, such as elimi-
nation of poverty, and to social goals
of equality of opportunity. A con-
venient economic criterion for evalua-
tion is one based on attainment of
minimum standards of income, for ex-
ample. the number of persons who
are enabled to cross a poverty line
or threshold level of income. The use
of some poverty level of income, of
course, is somewhat arbitrary and
varies with family size and geographi-
cal location. Biases based upon these
considerations, however, are not likely
to affect the measurement of benefits
from educational expenditures any
more than from other social expendi-
tures.

On the other hand, discrete thresh-
old criteria of this kind are likely
to introduce a bias unfavorable to
educational expenditures when com-
pared with direct personal transfers



or subsidies, such as those incorpo-
rated in negative income tax policies.
The use of a fixed threshold level of
income as a measure of the contribu-
tion of subsidized educational pro-
grams to the elimination of poverty
fails to capture the contributions to
national income made by education
on either side of the threshold. As
Ribich has pointed out, movements of
substandard incomes closer to the pov-
erty threshold as a result of education
and improvement in income that lies
just above the threshold are easily
overlooked in a comparison of effects
of special educational programs with
direct personal transfers intended to
raise people above a poverty thresh-
old.= Returns to education, even to
specialized, income-oriented programs,
such as Job Corps and vocational
education, are likely to be too diffuse
over time to be easily comparable
with measurable effects of noneduca-
tional transfers on the elimination of
poverty.

As a matter of fact, with the excep-
tion of job retraining, the programs
evaluated by Ribich have all displayed
incomebenefitto-cost ratios of less
than unity. Moreover, educational ex-
penditures under existing programs
overlook certain segments of our so-
ciety entirely, particularly our elderly,
who, if birth rates continue to decline
in the United States, will account for
a larger share of our population in
coming decades.

On the other hand, measurement
of the conventional rate of return on
educational investment that is so fa-
miliar in the economics of education
is equally unsatisfactory, since it is
insensitive to changes in the distribu-

2 Ribich. Thomas 1. Education and Pov-
erty. Washington, D. C.: Brookings Institu-
tion, 1968. Chapter 2. "Poverty Lines and
the Criteria of Policy Choicc," p. 17.33.

tion of income. The educational in-
vestments with the highest incometo-
cost ratios may simply be those that
help the rich become richer. As long
as measured contributions to income
and output are explicitly or implic-
itly used for comparative evaluation
with other federal expenditure pro.
grams, some measure more sensitive
than a single poverty threshold will
need to be enforced, particularly to
justify relatively expensive special
education programs, such as man-
power retraining.

More precise indexes that weight
total economic gains and high-priority
poverty thresholds can be constructed
for more effective comparative evalua-
don of educational expenditures. In
this case, it may be necessary for edu-
cators to present a more nearly com-
plete analysis of the complementarity
that exists between educational ex-
penditures and other more direct pro-
grams aimed at reducing unemploy-
ment and measurable poverty, in
order to offset unfavorable competi.
tive comparisons of educational ex-
penditures with programs of direct
transfers to raise incomes.

For example, several economists
since Pigou have suggested a frame-
work of analysis of complementarity
that IS overlooked in many theoreti-
cally simplistic empirical evaluations.
To the extent, for example, that
expenditures on education reduce
the ranks of low-income unskilled
workers, the supply of that target com-
ponent of total labor supply dimin-
ishes. The decrease in supply alone
may be sufficient in a market economy
to push wage rates of the remaining
supply of unskilled labor upward,
thereby lowering the cost to society
of maintaining a minimum threshold
level of income through direct trans-
fer programs such as the negative
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income tax. Nevertheless, as long as
specific and localized economic targets
do secure high priority among future
federal objectives, educational ex-
penditures may simply not measure
up to professional expectations under
the scrutiny of increased comparative
analysis.

Not all federal aid to education,
of course, is or will be earmarked for
specialized income-generating pro-
grams. General education, for ex-
ample, is the target of Title I of the
National Elementary and Secondary
School Act. Contemporary economic
evaluation of general education fre-
quently uses as its index of output
some measure of academic achieve-
ment, usually in terms of grade-level
attainment of basic skills. Use of single
threshold grade-level criterion for
evaluating aid programs would ob-
viously be subject to some of the same
difficulties associated with target levels
of personal incomes, namely, the fail-
ure to measure improvements below
and above the threshold.

However, other problems of evalua-
tion of the impact of expenditures on
general education have arisen in many
contemporary analyses of educational
inputs. It is not atypical for expendi-
tures per pupil for education to be a
statistically insignificant determinant
of achievement in regression analyses
of general educational output, or at
least for expenditures to be less sig-
nificant than other independent input
variables. Indeed, the Coleman Re-
port indicated that not only expendi-
tures per pupil, but other direct input
measures, have little relation to in-
dexes of pupil achievement.3

3 Coleman, James S.. and others. Equality
of Educational Opportunity. U.S. Depart.
ment of Health, Education, and iVe Bare,
Office of Education. Washington, D. C.: Gov-
ernment Printing Office, 1966. 737 p.
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Levin and Bowles have claimed that
multicollinearity among certain inde-
pendent variables in the Coleman
analysis destroys the explanatory value
of conventional educational input
variables.' A new Coleman Report,
currently in preparation, attempts to
treat this problem by isolating and
grouping its explanatory variables ac-
cording to a research strategy best
described as the principle of com-
monality. Other technical difficulties
in systematic evaluation of the contri-
bution of educational inputs to pupil
performance also call for further re-
finement in analysis. For example,
the fact that indexes of pupil achieve-
ment are normally ordinal measures,
while dollar expenditures and mea-
sures of other inputs are usually car-
dinal measures, may increase the diffi-
culty of identifying the relationship
between inputs and outputs, and it
may justify more refined transforma-
tions of variables before dependable
relationships can be established under
existing econometric techniques.

It thus may well happen that with
more refined analysis the influence
of input variables, such as educational
expenditures, may prove to be more
significant, and that on-going evalua-
tion of such inputs will provide
stronger support for financial aid to
general education. Nevertheless, re-
gardless of the techniques of evalua-
tion that will be developed, it is likely
that much actual and proposed finan-
cial aid to general education will con-
tinue to appear costly relative to the
goals being sought.

Equality of opportunity is one social
goal stressed at the federal level
that admits of varying interpretations

Bowles. Samuel S.. and Levin. Henn. M.
"More on Mythic° !linearity and the Effective-
ness of Schools." Journal of Human Resources
3:393.400; Summer 1968.



some of which may appear to prej-
udice the case for educational expen-
ditures. Where equality of oppor-
tunity is defined operationally simply
to refer to provision of equal dollar
values of services, there is virtually no
evaluative problem, but only the task
of identifying and measuring the ap-
propriate dollar costs to be equalized.
However, when as in some proposals
for compensatory education, equality
of opportunity demands equality of
pupil performance, the dollar expen-
ditures required to raise performance
of disadvantaged children to objective
levels of their peer groups may appear
disturbingly high to policy makers.

The responsibility may well fall
upon the educational profession it-
self to satisfy doubts of policy makers
about the efficacy of compensatory
education expenditures. Here a point
that may need to be clarified and
demonstrated empirically is the fact
that compensatory education 'expendi-
tures must compensate not only for
deficiencies in classroom education re-
ceived by the disadvantaged, but also
for deficiencies in nonschool educa-
tional inputs as well, particularly in
contributed services provided by par-
ents in the home to the total process
of education of their children.

Dugan has inputed dollar values to
the time contributed by parents at
various socioeconomic levels and has
introduced these values with consid-
erable success into his analysis as ex-
planatory variables of differences in
pupil achievement!. The value of
parental services is found to vary
widely when those services are priced
according to market opportunity costs,

s Dugan. Dennis. Social and Public Costs
°I Education: A Comparison. Washington.
D.C.: U.S. Department of Health. Education,
and Welfare, Office of Education, 1969. (Un
published)

that is, according to income-earning
potential of parents themselves based
upon their own educational attain-
ment, and according to the time avail-
able to mothers at different socio-
economic levels for child care in the
home. Measured against the total dif-
ference in dollar values of accumu-
lated educational inputs, in and out
of the home, the otherwise apparently
high costs of compensatory education
begin to assume a new, more efficient
achievement.

Moreover, preliminary evaluations
by the U.S. Office of Education and
the Office of Economic Opportunity
suggest that early compensatory edu-
cation, such as that provided by Op-
eration Head Start, offers substantial
cost savings over compensatory edu-
cation at a later period in the life
of the pupil. Thus, it may well be
that only after the costs of education
are adequately measured as an ac-
cumulation of investments in the
pupil from many sources over the
entire life of the pupil can an ac-
curate measure of the marginal costs
and benefits of many proposed aid pro-
grams, especially at the federal level,
be adequately evaluated and ulti-
mately justified to the policy maker.

Intergovernmental Distribution of Aid

Once an amount of aid to educa-
tion is justified on the basis of its
contribution to social and private ob-
jectives, there remains the re-exami-
nation and evaluation of the criteria
or formulas by which that aid is both
distributed and utilized among regions
and the governmental units that rep-
resent those regions. Studies currently
under way at the U.S. Office of Educa-
tion indicate that the 50 different for-
mulas used by the 50 states for allo- .

cating their own funds to local pub-
lic education are inconsistent, not
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standardized, and generally unsuitable
as mechanisms for distribution of fed-
eral block grants through the states
to local public schools .°

It has been found that under ex-
isting formulas, most urban areas tend
to get less than a per-capita share of
the states' own funds for education
with no recognition of possible higher
costs of education in these areas.
State aid formulas result in losses as
high as 63 percent below state aver-
ages on a per-capita basis in certain
large urban areas. The variations are
frequently due to matching grant fea-
tures and to distribution on the basis
of local property tax revenues de-
signed to insure local maintenance of
effort.

Such variations are seen to be in-
compatible with declared objectives of
federal aid to education, such as equal-
ity of opportunity. Hence, current
proposals for distribution of federal
aid tend to incorporate criteria that
are more straightforward than exist-
ing state equalization formulas. Typi-
cal recommendations favor average
daily membership as the basic cri-
terion with an adjustment for the
number of disadvantaged children in
a given school district. Enrollment
rather than attendance figures are usu-
ally favored because of the high pro-
portion of school operating expendi-
tures that is independent of actual
classroom attendance.

Part of the difficulty in achieving
adequate equalizing effects with many
state formulas stems from their reli-
ance upon local school district prop-
erty values as the base for equalization
features, and upon the property tax

6 U.S. Department of Health, Education.
and Welfare, Office of Education. Federal and
State Financing of Local Public Education.
Washington. D.C.: the Office. 1969. (Unpub-
lished)
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itself as the index of maintenance of
effort by local districts. Both these
approaches are likely to bias distribu-
tion against urban areas as long as
urban property values continue to
deteriorate relative to those in the
suburbs.

Moreover, a study by Hirsch sug-
gests that efforts by local communi-
ties to increase the base of property
values by attracting industry to the
area may be self- defeating.' Analysis
of the impact of 16 industrial sectors
in the St. Louis SMSA upon income.
employment, and values of commer-
cial and residential property indicate
that less than two-thirds of them had
a net positive effect on the status of
fiscal resources available to local gov-
ernment, even after allowance was
made for increased eligibility for
state aid. Without allowance for state
aid only three of the 16 industrial
sectors had a net positive effect on
fiscal resources. The rationale behind
these conclusions stems from high
positive employment effect of some
industries, which increases total popu-
lation in the area and hence increases
the school-age population and school
costs more than proportionately to
the increase in property tax revenues,
even when state subsidies under exist-
ing formulas are included.

One difficulty with federal aid chan-
neled through states that is yet to be
fully analyzed and resolved is the
possibility that federal aid will be used
for services that would otherwise be
provided by the states and local dis-
tricts themselves, rather than as true
increments to state and local effort.
Recent budget analysis of 11 cities
and their suburbs for the years 1965

7 Hirsch, Werner 7.. "Fiscal Impact of In.
dustrialization on Local Schools.** Review of
Economics and Statistics 46:191.99; May 1964.



through 1967 by the U.S. Office of
Education suggests that fears of such
substitution effects thwarting federal
objectives are not wholly warranted .°
Results of the analysis indicate that
in 1967 most of the federal aid was
used by school districts to provide a
level of educational services over and
above that provided in 1965, although
in 1966 the same was true on the
average only for the suburbs, not for
the cities themselves. In many areas
there was also evidence of additional
state effort during the two-year period,
although, as indicated in the Office
of Education study cited above, the
distribution was biased in favor of
suburban areas over center city dis-
tricts.

It is further suggested that increased
emphasis on community control and
decentralization of educational deci-
sion making will offer additional as-
surance that federal funds will be
used for additional services, for ex-
ample, in compensatory education,
rather than as a substitute for state
and local effort. The fact that subsi-
dies would be reflected in lump-sum

s U.S. Department of Health. Education.
and Welfare, Office of Education. An Exam
ination of Federal, State, and Local Expendi-
tures for Elementary and Secondary Educa
lion, 1965 to 1967. Washington, D.C.: the
Office, 1969. (Unpublished)

budgets of each community school, as
Levin has pointed out, would make
possible a true social accounting for
higher level aid for such purposes as
compensatory education.° Such local
accountability assists in maintaining
the principle that federal aid should
strive for uniform national equaliza-
tion of social benefits, especially in
the provision of services to disadvan-
taged children, who often find their
way to cities as the result of high
population mobility. At the same
time, community control offers de-
sirably weak constraints to the kind
of consumer choice and local inno-
vation that make possible optimal
satisfaction of individual preferences
and needs for eduction according to
conventional principles of allocative
economics. Nevertheless, refinement
of national policy criteria by which
aid can be distributed to attain these
objectives in a multi-level govern-
mental system, like development of
criteria for the evaluation of the total
contribution to national goals of edu-
cational expenditures, must continue
to depend on independent initiative
and comprehensive analytic effort
within the educational profession it-
self.

9 Levin, Henry. Financing Community
Schools. Washington, D.C.: Brookings In
stitution, 1968.

79



Contemporary Challenges: Monitoring Human Inputs
into the Schools

Austin D. Swanson

SCHOOL FINANCE ANALYSTS have tradi-
tionally been concerned with the effi-
ciency of school operations. During
the early years of this century the
concern led to an obsession with keep-
ing costs down, with little recognition
that this action might diminish the
effect of schools on children. In the
1930's, sparked largely by the insights
of Mort, we became aware that there
was variation in the effectiveness of
schools and that generally those
schools which produced better results
were also higher consumers of eco-
nomic resources.' It was also noted
that high-expenditure school districts
tended to be those with large por-
tions of their populations being busi-
ness and professional people who were
well educated and earned high in-
comes.

Studies of the present decade have
begun to indicate the limitations of
economic resources in affecting the
educational achievement of children,
especially those from lower socio-

Ross. Donald H., editor. Administration
for Adaptability. Revised edition. New York:
Metropolitan School Study Council. 1958.
643 p.

Dr. Swanson is Associate Professor of Educa
lion, State University of New York at Buffalo.
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economic backgrounds. These more
recent studies have provided us with
a better understanding of what we
have long known about the general
relationship between community char-
acteristics and school effectiveness.
They dramatically demonstrate that
as school financial analysts we can
no longer limit our attention to eco-
nomic inputs alone. We must also
address ourselves to the effects of
variations in human inputs upon the
abilities of schools to reach their stated
or implied objectives. We can no
longer ignore the fact that to opti-
mize the efficiency or effectiveness of
the schools, we must be able to con-
trol the allocation of human inputs
as well as economic inputs.

In their pioneering study of Penn-
sylvania school districts, Mort and
Cornell in 1936 discovered the then
revolutionary fact that two-thirds of
the variation in the adequacy or qual-
ity of school services could be ex-
plained by the characteristics of the
community and its population.= The
relationship held up in over a genera-
tion of studies and in samples ranging
from a single metropolitan area to

2 Mort. Paul R., and Cornell. Francis G.
American Schools in Transition. New York:
Teachers College. Columbia University, 1941.
546 p.
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the United States as a whole.' The
rationale which Mort developed to
explain this effect was that communi-
ties with high-quality human resources
allocate larger amounts of economic
resources to the schools than commu-
nities with low-quality human re-
sources. This rationale directly attrib-
uted the better output to the higher
allocation of financial resources.

Subsequent studies, notably those
of James* and Thomas 3, made of
Project Talent data have found that
the effect of community or human
inputs upon pupil achievement re-
mains as strong as it was in the Mort
studies.

Following the theory that increased
expenditure yields increased output
per pupil, our response to the plight
of ghetto children was with money,
at first with trickles of state and local
money and then with the massive
amounts of federal money through
Title I of the Elementary and Sec-
ondary Education Act. Then came the
Civil Rights Commistion Report, Ra-
cial Isolation in the Public Schoolsp
the Coleman report' and all the con-
troversy that surrounded it, and a
myriad of more limited studies, 300
of which were summarized by Wein-

3 Ross, Donald H., op. cit.
4 James H. Thomas, and others. Wealth,

Expenditures and Decision-Making for Edu-
cation. Stanford, Calif.: Stanford University,
School of Education, 1963. 203 p.

a Thomas, J. Alan. Efficiency in Education:
A Study of the Relationship Between Selected
Inputs and Mean Test Scores in a Sample of
Senior High Schools. Doctoral dissertation.
Stanford, Calif.: Stanford University, 1962.

6 U.S. Commission on Civil Rights. Racial
Isolation in the Public Schools. Washington,
D.C.: Government Printing Office, 1967.
276 p.

Coleman, James S., and others. Equality
of Educational Opportunity. U.S. Department
of Health, Education, and Welfare, Office of
Education. Washington, D.C.: Government
Printing Office, 1966. 737 p.

bergs The general thrust of these
studies is unmistakable. Despite high
costs, the yield of compensatory type
educational programs is slight when
applied to groups of children from
predominately lower socioeconomic
environments. The yields are greater
and the costs are less when lower
socioeconomic children are educated
in an environment dominated by
middle-class children. To those con-
cerned with optimizing the effect of
economic resources devoted to edu-
cation, the implication is clear. To
get the "biggest bang from the educa-
tional buck" decision makers must be
able to control the mix of pupil in-
puts as well as of economic inputs.

In trying to gain a better perspec-
tive of the findings of the 1960's, the
studies of the 1930's, 1940's, and
1950's are not totally irrelevant. Dur-
ing the earlier period, the deprivation
was not in the cities but in rural
areas. Two basic tactics were used
to overcome this deprivation: school
district consolidation and increasing
economic resources allocated to rural
schools. School district consolidation
served several purposes. It produced
larger units which could realize econ-
omies of scale, and enlarged the local
tax base. But probably the most im-
portant effect was to bring together
the laboring class children of the farm
with the middle-class children of the
village. It also extended the fruit of
the village middle-class leadership to
farm children. The results have been
good in most rural areas where there
is a significant middle class. The
same cannot be said for other areas
such as Appalachia.

Weinberg, Meyer. Desegregation Re-
search: An Appraisal. Bloomington, Ind.:
Phi Delta Kappa, 1968. 314 p.
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In addition to the need for a bal-
anced social structure in school dis-
tricts, these earlier studies pointed to
the importance of community involve-
ment in the educational process, par-
ticularly when the principal means
of financial support originated out-
side the district. Mechanisms were
invented for accomplishing this, in-
cluding elected school boards, budget
referendums, bond referendums, com-
munity advisory committees, and even
the so-called community school.

The stage has changed, but the
actors are basically the same. The
actors are people, and they function
approximately the same as people did
a generation or two ago. Once again
the people are divided in school dis-
tricts according to their socioeconomic
status, but now the division takes
place in huge urban complexes in-
stead of sparse rural areas. The people
are divided into ghettos in urban
centers and into small homogeneous
suburbs of varying reputation on the
fringe. While there are some blue-
collar suburbs, the tendency for high-
income, low-cost citizens to live in the
suburbs and for low-income, high-cost
citizens to live in the core is well
documented .9 Even the cores monop-
oly on imiustry, business, and retail
activity has been broken.

People apparently still desire to
participate directly in the school's pol-
icy making. The school districts of
most steitirbs are small enough to per-
mit this, but the core ghettos are parts
of huge city school districts whose
nineteenth century bureaucratic struc-
tures permit little community involve-
ment. So the residents of core cities

9 Advisory Commission on Intergovernmen-
tal Relations. Fiscal Balance in the American
Federal System. Vol. I. Washington, D. C.:
Government Printing Office, October 1967.
355 p.
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are now hard at work trying to de-
centralize the school bureaucracy and
in essence to make it look similar to
that of the suburbs.

Can we support this further frac-
tionalization of our nation? I think
not. I recognize the importance of
citizen involvement. I subscribe to
the concept, but I do not subscribe
to the imposition of a political struc-
ture designed for a sparse rural set-
ting upon densely populated urban
communities. Total decentralization
would institutionalize a fragmented
society. It would secure the economic
an social advantages of the affluent
suburbs while permanently legislating
the existence of blue-collar suburbs
and poverty ghettos. The hope of
restoring to the schools their earlier
functions of social integration and
facilitation of social mobility would
be lost.

The alternative to decentralization
is centralization of the cities and
suburbs. Yet, an extension of existing
bureaucracies in big city school dis-
tricts today would lead to total catas-
trophe. Centralization would distrib-
ute the wealth more evenly. It would
give decision-makers control over the
mix of pupil inputs. It would diffuse
the energies of middle-class leader-
ship. It would not permit meaning.
ful citizen participation, however, and
it would probably level educational
services to mediocrity. Such an ex-
panded bureaucracy would inevitably
fall of its own weight.

The solution to the governance of
education in metropolitan areas lies
with neither of the simplistic notions
of centralization or decentralization.
The eventual solutions will probably
contain elements of each. The time
has come to carefully examine the
supportive functions of public educa-
tion to determine under what condi-



Lions and at what levels each can
most effectively be carried out.

I see no alternative to the further
centralization of the financing func-
tion. This will take the form of in-
creased federal and state aid, but it
also needs to involve some form of
metropolitan coordinating board with
taxing and borrowing powers. Con-
current with centralized finance is a
need for decentralization of adminis-
tration to intermediate and school lev-
els. The refinement of planning, pro-
gramming, budgeting systems (PPBS)
techniques provides a promising man-
ageent framework within which the
simultaneous movement in these ap-
parent diverse directions can take
place.

In decentralizing administrative de-
cisions to the school level, a variety
of approaches to staffing and curricu-
lum should be facilitated and en-
couraged. Experience to date in the
evaluation of alternative teaching
methods shows that 99 times out of
100 there are "no significant differ-
ences." It is highly improbable that
experimenting with new instructional
forms will harm children. However,
we need to maximize the possibility
of discovering Close one in a hundred
methods which do make a difference,
which may be more efficient and more
effective.

Neither centralization of finance
nor decentralization of administration
insures meaningful and direct public
participation or guarantees against
general mediocrity. Two additional
devices should be considered for ac-
complishing these objectives: evalua-
tion units attached to both the metro-
politan and the intermediate boards
and open enrollment. The evaluation
agencies should regularly evaluate the
programs of a school against the spe-
cific objectives developed by the school

for itself within the general policy
framework established by the metro-
politan and intermediate boards. Such
data are needed for making decisions
about the wisest use of resources and
constitute an important support of
PPBS. Granting parents the right to
select the educational institutions
which they believe are most appropri-
ate for their children provides a de-
gree of involvement unknown in pres-
ent school governmental structures
and at the same time injects a large
degree of competition into our present
monolithic systems. Voting for school-
board members and participating in
various referendums are at best sym-
bolic exercises in densely populated
metropolitan areas. Consumer free-
dom of choice constitutes a far more
meaningful and powerful vehicle for
participation. Such an arrangement
would permit school advisory com-
ittees to take on new importance
and vitality because their members
would no longer be a captive clientele.
Their membership would consist of
persons who possessed the power to
remove their children from the insti-
tution if they were not satified with
its services and to place them in com-
peting institutions.

Without some constraints, open en-
rolltent would result in segregation
similar to that which we know today.
The reputation of a school is deter-
mined largely by the reputation of its
clientele rather than by what the
school does to or for its clientele.
A monitoring mechanism would be
needed for insuring that the enroll-
ment of a school approximated the
socioeconomic composition of its met-
ropolitan area. By making the clien-
tele of schools similar, school selec-
tions would more likely be made on
the basis of school accomplishments.
This would undoubtedly mean the
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end of the neighborhood school, but
not the end of sdiools. It would prob-
ably mean the eventual consolidation
and coordination of facilities on a
series of campuses.

All of this means that as school
financial analysts we have to expand
our thinking. For too long we have
accepted the present system axiomatic-
ally. We have attempted to shore up
with economic resources a system
which is irrelevant to urban America.
In so doing we have only temporarily
pushed back the day of restructuring
metropolitan school systems. The spe-
cific pattern of this restructuring will
vary to accommodate the unique char-
acteristics of each metropolitan area,
but there appear to he certain pro-
visions which will be common to most:
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I. Centralization of the financing
function

2. Decentralization of the admin-
istrative function

3. Decision-making through a PP-
BS structure, including an ex-
tensive cost-effectiveness analy-
sis support system

9. Comptition among units by
providing parents freedom of
choice of school

5. Control of the socioeconomic
mix of pupils in schools and in
programs

6. Consolidation of school facili-
ties on a series of campuses.

In meeting the challenge of the fi-
nancial needs of metropolitan areas,
we must carefully consider the very
important effects of human inputs as
well as economic inputs.



Decentralization in New York City

Lloyd L. Hogan

THE MOST sicxmcANT social dynamic
in the nation today (apart perhaps
from the Vietnam War) is the urbani-
zation of American life. This process,
however, is not new. Indeed it is part
of a series of dramatic historical
events: (a) the international migra-
tions to North America primarily
from Europe, (b) the transformation
of the economy from dependence on
agriculture to the organization of a
strong industrial base, (c) the vast
migrations of people from south to
north during the inter-war years, and
lastly (d) the internal conquest of
the west that gave America its dis-
tinctive character. The result of all
these movements has been the forma-
tion of concentrated clusters of people
which we call cities and metropolises.

This process will continue unabated
into the 21st century. It is estimated
that by 1980 over 90 percent of the
American people will be living in
urban areas. The figure in 1920 was
51 percent, and in 1967 it was 71 per-
cent.

These vast and dramatic move-
ments of people into the urban areas,
while resulting from the same sets

Mr. Hogan is Assistant Director of Urban
Education, State Education Department of
New York, Albany, New York.

of social forces, exhibit certain spe.
cial characteristics in different periods.
The underlying pattern has been the
movement of the new migrants into
the center of the city in proximity to
the commercial and industrial estab-
lishments. At the same time the mcze
affluent people have moved away from
the center to the outer fringes.

Prior to World War II, the political
boundaries were sufficiently broad so
that everyone, migrant and affluent
residents alike, continued to remain
within these boundaries in spite of
migration patterns. Since World War
II, however, the political boundaries
have remained stationary while the
migration patterns continue unabated
so that sooner or later the population
grows beyond the confines of these
boundaries, spilling over into the sur-
rounding suburban towns. In other
words, the political boundaries of the
municipal corporation more and more
tend to be at variance with the social
realities of population growth and
change.

In recent years the peculiar char-
acteristics of the dynamics of popula-
tion change have been that the new
migrants are Negroes from the south
or Puerto Ricans while for the most
part the affluent segment of the pope.
lation has been white. The result
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has 13.!en a changing complexion of
both the central city and the subur-
ban town, the central city becoming
more and more Negro and the subur-
ban areas becoming predominantly
white middle class.

To illustrate close to home in New
York Stateduring the 1950's the
population of New York City re-
mained almost stationary because the
outward net migration of 800,000
whites matched almost completely the
net inward migration of Negroes and
Puerto Ricans. The surrounding met-
ropolitan areas grew by leaps and
bounds. Another example is the
growth of Leavittown in Nassau
County which did not exist before
World War II and which was 50

percent larger in 1960 than the coun-
try's biggest city (Philadelphia) was
in 1790. By 1960, Leavittown had
over 65,000 inhabitants, almost all
white. This example could be mul-
tiplied many times throughout the
nation, particularly in the older cities
of the East.

The meaning of these events for
education in states like New York is
that the central city will continue for
a long time to be a Negro populated
city; on the other hand, the urban
areas surrounding the city will con-
tinue for quite a while to be white.
Quality integrated education, there-
fore, as a meaningful educational
policy has not been realized in the
past and cannot now be realized.

Perhaps the most dramatic achieve-
ment in education in states like New
York has been the reorganization of
small and ineffective districts outside
the cities into viable and quality edu-
cational systems. This was achieved
through many devices. Among them
were state-supported transportation
systems, strong and pervasive super-
visory activities, the construction of
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new or improved physical facilities,
and a series of complex financial sub-
ventions designed to stimulate spe-
cific aspects of state policy. In these
activities the full machinery of the
state was used with the self-imposed
restriction that local autonomy was
the order of the day. The rzsult has
been that good school systems were
developed, and the local community
played and continues to play a de-
cisive role in running those systems.
Yet, while the "quality" element was
realized, these schools continued to
be almost exclusively white. Conse-
quently the "integration" concept was
really never pursued nor real4e.

In New York City, for exil*lz,
there are approximately 550,000 non-
white publicschool pupils out of a
total publicschool population slightly
in excess of a million, and the trend
toward a larger proportion of non-
white pupils is continuing. More
important, however, is the fact that
in certain areas of the citySouth
Bronx, Bedford Stuyvesant, South Ja-
maica, and Harlemthe nonwhite
public-school population is approach-
ing 100 percent.

The estimated educational under-
achievers of the city are placed at
slightly in excess of 45 percent of the
total school population. Similarly, the
concentration of these pupils with
great educational needs approaches
100 percent in some parts of the city.

The meaning of all these events
is that a policy which has proved
itself effective in the past ought to be
pursuer'. The elements of this policy
seem to be (a) a reorganization of
school districts of a sufficient size to
provide a comprehensive educational
offering, (b) local autonomy involv-
ing strict community control of the
schools, and (c) state financial sub-
ventions designed to develop a "qual-



ity" education as distinct from "in-
tegrated" education. A policy involv-
ing these elements certainly worked
throughout the rest of the state in
the past, and there is no reason why
it should not work in the large cities
now.

Strategy for Dealing with
Decentralization

The first and fundamental element
in the strategy for dealing with de-
centralization of New York City is
that the state commit itself strongly
and unequivocally to the principle
of decentralization. The people of
the local communities of the city
arc deeply committed to this concept
and will resort to drastic measures as
a reaction to state, city government,
or central board actions which they
believe to undermine the concept of
decentralization.

Furthermore, as we pointed out
earlier, this is the announced policy
and practical activity of the state as
it applies to schools in the state out-
side New York City. Certainly we
have been committed to the concept
of local autonomy in the conduct of
school affairs and have liberally pro-
vided the resources to local autono
mous school boards to develop educa-
tional programs in their own image.

Another important element of such
a strategy must be that the state com-
mit itself to an unambiguous policy of
quality integrated education in the de-
centralized districts. The brute facts of
life at this moment in history may pre-
clude immediate integration. These
conditions arose from the population
dynamics alluded to earlier. Indeed,
the solution of this component must

come from the major thrust of the
economic, political, and social institu-
tions with a minor role played by
education. Hence, a relentless pur-
suit of the "integration" component
must not be used as a subterfuge for
inaction.

In the past a successful policy of
developing quality schools in the ur-
ban areas outside the cities has been
pursued. As we have pointed out
earlier, these schools have not been
integrated and there is very little
prospect that they will be integrated
in the near future. Nevertheless, this
circumstance did not deter the full
mobilization of the state's resources
in the development of quality schools
in these areas. The same resolve must
be shown in the case of the decen-
tralized schools in New York City.

Another important element in the
strategy of decentralization must be
a direct and strong relationship be-
tween the state and the local school
board. As part of this strategy the
relationship between the local and
the central boards must be correspond.
ingly clarified and legally codified.

Also, the state should place com-
plete trust in the ability )f parents
and local community groups to or.
ganize and conduct good school sys-
tems. We have done this in the past
with respect to other school districts,
and by and large this policy has been
successful. Furthermore, in this period
the confidence of the people in the
efficacy of the power structure to pro.
vide good schools for their children
is at its lowest point. The fact is that
with the dramatic statistics on under-
achievement in these schools, the
people themselves believe that they
can do no worse.
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Effect of State Aid on Local Taxation:
A Case Study of an Oregon County

Henry Osibov

THIS STUDY WAS done to minister to
the turbulence of feelings aroused by a
suspected tax inequity that was felt by
many in the rural area of Harney
County, Oregon.' It was necessary to
relate the feelings aroused to the col-
lections of taxes and transfer and
expenditure of school taxes collected
at the local and at the state levels.
The major taxes were the local prop-
erty tax and the state income tax, and
the major focus was the expenditure
from those revenues for schools. It was
necessary to unlock the secrets of who
actually pays the taxes and where and
for what that tax money is actually,
eventually spent. Furthermore, if the
study was to influence "school tax-
payers' feelings," it was necessary that
we expose the people who had aroused
feelings to such theories as (a) mea-
surement of the goodness of a tax;

Osibov, Henry, and Paus, Gregory. How
Did Simultaneous Intermediate Education
District Equalization and Distribution of State
Support to the School Districts Effect the
Impact of Taxes for Schools in 1966.67 in an
Oregon County? Eugene: University of
Oregon, Bureau of Educational Research and
Service, 1968.

Dr. Osibov is Associate Professor of Education,
University of Oregon, Eugene, Oregon.
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(b) contentions about what is the bet-
ter measure of taxpaying ability or
wealth, "true cash value of property"
(TCV) or income; (c) what measure of
wealth is being used and what other
measure of wealth could be used; and
(d) some objective basis for choosing
between ad valorem value of property
and personal income as the better
measure of wealth.

Among the obstacles were: (a) the
lack of valid information, especially
about the income tax collections and
transfers and final site of expenditure
of all funds except local property tax
levied in the districts; (b) absence
of written precedent or tested pro-
cedures for abstracting the informa-
tion needed; (c) necessity to communi-
cate findings in a context that would
displace the existing traditional con-
cepts of such terms as local taxes, state
money, rich districts, equalization, and
others; stimulation of thought and
analysis that might lead to consensus
for political action by the Intermedi-
ate Education District (IED) Board.
and the state legislature. Initially, no
one knew where transfer of school
monies led or where the final impact
of a tax was. It had to be tracked
down. The history of how it evolved
is many faceted and too obscure for



anyone to know. We were not- sure
what our study would reveal.

We began the job of identifying
and accumulating totals of taxes paid
in the two designated areas, Union
High School District #I and Union
High School District #2. We then
traced the transfers of those tax funds
to other governmental bodies. It was
then necessary to dissect the pools of
tax money as it was divided up by
shifting and to reassemble all funds
from each original and intermediate
source at the site (Area I or Area II)
of expenditure. In layman's language,
we were establishing who paid the tax
money in the first place and tracing
that money through middlemen to site
of expenditure for public schools and
thereby determining who was actually
paying for education in two areas of
Harney County.

Because tax matters are heavily
laden with political implications, we
decided early to make no recommen-
dations based upon economic factors
alone. In fact, it was our major aim
to search for objective information,
much more accurate than any previous
information, about actual dollars of
tax collections for schools from the
residents of each of the two areas. To
this end, we assembled taxes paid in
each of the two areas in 1966.67, and
:.xpenditures for schools in each of the

two areas independently and sepa-
rately.

The amount of local property tax
paid in each area was established by
applying the millage levied to the
TCV for 1966.67. Necessary refine-.
ments were made to the initial
amount, such as reducing it by
amount of tax relief and discounts
allowed, and adding prior taxes col-
lected.

The state income tax was a more
complicated riddle to untangle; how-
ever, actual amount paid in the two
areas was secured by identifying tax-
payers in each of the two areas by
addresses and by computer processing
of the State Tax Commission indi-
vidual income tax information on
tapes. The remaining 37 percent of
General Fund Revenues was assumed
to be paid by Harney County citizens
and by the residents of the two areas
in the same proportion that income
taxes were paid into the State General
Fund. Several officials from the State
Tax Commission, the State Treasur-
er's Office, and the State Department
of Education, were consulted to help
to establish the divisions of taxes paid.
A 10 percent increase in the taxes
attributed to Harney County was
added to what was deemed to be the
highest probable level of tax payments
in the State General Fund in order to

TABLE 1.PROPERTY AND INCOME TAXES PER HOUSEHOLD, HARNEY
COUNTY AND AREAS I AND H, OREGON, 1966-67

Item Harney County Area I Area II

2 3 4

Property taxes per household $ 425.19 S 936.00 S 281.00
State income taxes per household . .......

State and local total

173.05 106.32 183.35

S 598.24 $1,042.32 S 464.35
Federal incomes taxes per household 699.79 340.80 755.25

Total direct taxes $1,298.03 51,383.12 $1,219.60
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TABLE 2.INCOME AND STATE AND FEDERAL INCOMES TAXES PER
CAPITA AND PER HOUSEHOLD, OREGON AND AREAS I AND II, 1966-67

State Area I Area II

2 3 4

True cosh value of property/household S17,587.48 580,390.61 S19,706.10
Income/household 6,840.38 3,696.00 6,291.00
Income /capita 2,558.92 1,447.84 2,238.22
Stole income taxes/capita 80.50 41.66 65.23
Stole income taxes/household 215.59 106.32 183.35
Federal income taxicopito 337.78 144.78 268.69
Federal income tax/household 902.94 340.87 755.25

assure that Harney County tax pay-
ments to the state would not be under-
stated.

The expenditures were collected
from the audited reports of the
1966.67 expenditures of all the school
districts in Area I, and all of the school
districts in Area II. These, of course,
were accurate reports of expenditures,
but they did not conform to taxes
collected, nor should they be expected
to. Beginning-of-year balances and
encl.of.year balances are two items
that would vary the amount of total
expenditure either up or down from
the amount of taxes collected.

Summary of Findings and
Implications

Area I with a TCV per household of
$80,391 and an income per household
of $3,696 actually paid $45,988.12
more in identifiable taxes than was
expended for schools in the area.
Area II with TCV per household of
$19,706 and an income per household
of $6,291 received $64,137.82 more
from the state than was paid by area
residents and $45,988.12 from Area I
to supplement the total amount of
identifiable tax revenues raised in
Area II to make up the total of 1966-67
school expenditures. Area II received
a total of $105,645.51 of property and
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income tax collected outside Area II.
This occurred partially by design of
basing both state equalization and
IED tax collections on the TCV per
weighted pupil in average daily mem-
bership (ADMW) within school dis-
tricts.

Most students of economics and tax
authorities contend that income is a
better measure of wealth and ability
to pay taxes. If the body politic in
Oregon would accept income as the
better measure of wealth and taxpay-
ing ability and equalized school costs
accordingly, Area I would enjoy net
receipts above taxes paid and reduced
tax payments.

Table 1 indicates that Area I resi-
dents paid $77.03 less income tax per
household than Area II residents; and
more than three times as much prop-
erty tax per household as Area II
residents paid. The most dramatic
revelation was that the rural house-
holds paid $936 of property tax out
of reported income of $3,696 per
annum. More than one-fourth of in-
Come was spent to pay property taxes.
This is part of the way of life of
ranchers who in their own words,
"live poor to die rich."

Under the presently accepted prop-
erty-value thesis of measure of wealth,
Area I pays a little more than double



per household of combined property
and income tax paid by residents in
Area II. When federal income tax per
household is included, most of the
existing lower taxes in Area II dis-
appear. However, Area I residents
still pay $163.59 more in total direct
taxes per household than Area II
residents.

Considering total tax payments,
present tax collections treat the two
areas as if Area I has greater taxpaying
ability. However, by the income stan-
dard, Area I is being subjected to a
tax over-burden. The Area I tax over-
burden produced by the property-
value measure of wealth now used is
reduced substantially by the propor-
tionately large transportation grants
to Area I, the lower income tax paid
and the Area I receipts from state
income tax relief.

A major implication of the findings
of this study with state-wide applica-
tion is the depiction of tax treatment
of the poor (low-income and property-
poor) segregated in a low-income area
within one county. How the unsegre-
gated low-income household (not
property-poor) fares in a more wealthy
(by income measure) area under the
present tax system could be deter-
mined. Some light by implication is
also shed upon how the low-income
family would fare under equalization
plans based upon level-of-income
measure of wealth if all taxes were
collected on income base. Some cau-
tions are also in order: (a) How valid
a measure of farm income is the tax-
able income reported for federal in-
come tax? (b) Do absentee landlords
own large portions of the rural land
area and thereby increase per-unit
TCV far more than in other areas of
the state? (c) Do satellite rural resi
dents receive free benefits at measur-
able levels from services paid for by

hubcity taxpayers? (d) Do rural area
residents provide privately for them-
selves, services that city folk pay for
and use through the public sector?

Items for Consideration in
Advocating Equitable Taxation

The measures of income and TCV
of property in this study are mean
amounts for residents of each area.
Means are useful measures for com-
parison, but the ranges yield greater
extremes of advantages and disadvan-
tages that penalize and reward indi-
vidual taxpayers. In this perspective,
reflect a moment upon what is the lot
of the taxpayer with an $1,800 income
in relation to the one with a $9,000
annual income in each of the two
areas.

The State Tax Commission com-
puter runs indicate that 34 percent of
Oregon income tax returns, 250,000
of 731,000 returns, had less than $3,500
annual income. What is the taxes -paid
impact on such a household as com-
pared with the household with a
$7,000 income living in Area I? in
Area II?

What will be the effect of the pro-
posal to use the sales tax to provide
direct tax relief from property tax? 2

The sales tax base is the amount of
money each household spends. That
means that a selected part of income,
the money expended, is taxes instead
of a tax-base of the amount one earns:
income as the tax base, or the value
of property owned as the property tax
base. The sales tax rate is uniform, all
taxpayers pay the same percentage of
money spent regardless of how much is
earned, and regardless of how much of
it is expended and becomes taxable.

2 Editor's note: The voters in Oregon de.
fcatcd the proposal to enact a sales tax for
property relief on June 3. 1969.
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The sales tax will shift the tax burden.
Property-poor taxpayers in Area I will
get some relief. In our objective
analysis of the tax shift, other house-
holds even less able to pay will supply
much of the tax money to provide the
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property tax relief. Few will pay one-
fourth of their income in sales tax, but
at least as many will pay in more
marginal dollars, dollars more desper-
ately needed to purchase subsistence
level necessities.



Federal Legislation: The NEA Posture

Mary C. Gereatt

THE NEA LEGISLATIVE Commission
has adopted a program for the 91st
Congress that emphasizes three major
priorities:

1. Full funding of existing categor-
ical aid programs, especially Title I
of Elementary and Secondary Educa-
tion Act (ESEA).

2. Enactment of general federal aid
to the states for elementary and sec-
ondary education, with the basic grant
to be $100 per school-age child in each
state, and a supplemental equalization
grant based on the ESEA Tide I
formula. The total is estimated to be
57.6 billion. Not less than 50 percent
of the basic grant is to be used for
teachers' salaries. The supplemental
equalization grant is for urgent unmet
needs. This is not proposed as a sub-
stitute for present categorical aids, but
rather for acceptance on the part of
the federal government that it has
a responsibility, along with state and
local governments, to finance educa-
tion.

3. Enactment of a federal profes-
sional negotiation law for teachers
under the U. S. Office of Education.

In addition, NEA is supporting leg-
islation to expand and extend the
school lunch and breakfast program

Mrs. Gereau is Legislative Consultant, Na-
tional Education Association, Legislation and
Federal Relations, Washington, D.C.

to all disadvantaged children, to estab-
lish a Bureau of Early Childhood
Education in the U. S. Office of Educa-
tion, and to transfer Indian education
from the Department of Interior to the
U. S. Office of Education. (The last
two items are in keeping with the ob-
jective of creating a Cabinet level De-
partment of Education.)

The 91st Congress will be concerned
primarily with tax reform and social
security. In this area the NEA is con-
cerned specifically with securing the
right of deduction, from gross income
of teachers' educational expenses for
inservice education for tax purposes
and in increasing the retirement bene-
fit tax purposes, for those retiring un-
der public systems other than social
security, to a figure comparable to that
of social security recipients. We also
are seeking to extend Medicare cover-
age to teachers not covered by social
security.

In addition to advocating full fund-
ing of existing programs, such as
ESEA, the Education Professions De-
velopment Act, the Vocational Edu-
cation Act of 1968, and the Higher
Education Act student aid programs,
the NEA also seeks adequate appropri-
ations for the Department of Defense
Overseas schools, for the education of
Indian children, and for the Model
Cities program.
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The NEA seeks the enactment of
amendments to its Charter, as re-
quired by the Representative Assem-
bly, to abolish the NEA Board of
Trustees and transfer its duties to the
NEA Executive Committee.'

The NEA is also involved in secur-
ing constitutional reform to lower the
voting age to 18 years. The Student
NEA furnishes the leadership in this
area, with support from the NEA
Legislative Commission and staff, the
Association of Classroom Teachers,
and the NEA Committee on Citizen-
ship. And the NEA will continue to
work for a copyright law that will not
restrict teachers in fair use of copy-
righted materials of any kind.

In testimony before the House Edu-
cation and Labor Committee on Feb-
ruary 6, 1969, Mrs. Frances M.
Carnochan, Chairman of the NEA
Legislative Commission said:

The NEA is intensely concerned, as we
know arc the Chairman and members of this
Committee, that the ESEA be improved and
expanded to accomplish its vital objectives.
We are proud to have been involved in the
development and initial enactment of this
legislation and pledge our continued concern
and support.

For the record it must be said, however,
that the NEA, representing some two million
teachers of the National and state affiliated
associations, is convinced that ESEA, alone or
in concert with other legislative measures
such as the Educational Professions Develop.
ment Act, the National Defense Education
Act, etc., cannot achieve for American edu
cation the hopes and aspiration that the na
Lion has for the education of its youth. In
addition to these programs, which properly
concentrate primarily on the needs of the
disadvantaged, a massive financial effort on
the part of the federal government to join
w''h the states and local communities in pro.
viding adequate funds for quality education
of all children must be forthcoming and soon.

Editor's note: This bill was passed June
30, 1969, and signed by the President.
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We have been saying this for well over 25
years. we believe that, had the federal
government responded to our pleas. we would
not now be faced with the crisis in our
schools which has resulted in the need for
such programs as ESEA. We will expand this
thesis in other hearings at a later date. The
remainder of our comments in these hearings
will be related to HR 514 (extension of
ESEA).

As you know, in late summer of
1968, bills were introduced in both the
House and Senate based on NEA's
"S6 Billion General Federal Aid" pro-
posal. In this, the 91st Congress, the
program will be introduced by Repre-
sentative Carl Perkins (D-Ky.), Chair -
man of the House Education and
Labor Committee, We had hoped that
the bill would be introduced by this
time, but Chairman Perkins wishes to
move the ESEA amendments through
the House before moving on to gen-
eral federal aid. From comments by
various members of the House Edu-
cation Committee, it is apparent that
Rep. Perkins will have strong allies
for the general aid bill.

However, the real test for education
measures will be in the Appropria-
tions Committees. The Nixon Admin-
istration is faced with the same fiscal
picture as the Johnson Administra-
tion. The Vietnam hostilities con
tinue. Pressure for the Anti-Ballistic
Missile (ABM) program, despite wide-
spread public -Jpposition, will drain
off any funds that "peace" may leave
available in two or three years. The
space program supporters have already
launched a massive campaign for in-
creased billions in the next few years.
The demands for urban programs
cannot go unheeded without incurring
additional confrontation such as
marred the cities in 1967. The appeal
of "law and order" indicates large
commitments of federal funds for en-



forcement, if not for curing the root
causes of crime. The repeal of the
10 percent surtax is already being
plaintively called for. Tax reform, if
it comes at all, will not necessarily in-
crease federal revenue. In addition, we
have the problems of air and water
pollution, continuing foreign aid, and
wage and salary increases for federal
employees. The anticipated "surplus
after Vietnam" is, in the minds of
many, a myth, since there is an already
long list of claimants lining up.

Does this mean that NEA is merely
going through the motions in prepar-
ing a general federal aid bill? Not at
a 1 1 . The NEA Legislative Commission
is in dead earnest. The NEA Execu-
tive Committee and Board of Direc-
tors are committed to this program.
But these bodies alone cannot secure
this legislation. The active, vocal, con-
tinuing, dedicated, persistent support
of every member of the teaching pro-
fession is required. If the teaching
profession, and its allies among par-

ents, school boards, and consumers,
concentrates on impressing the Con-
gress with the vital necessity of gen-
eral federal aid to education, along
with the categorical aids designed to

special problems, this legislation
( be enacted. But if the profession
continues as it has in the past, to frag-
ment into a myriad of pressure groups
supporting only funds for the handi-
capped, or for science, or art, or for
audiovisual programs, or for, yes, re-
search in which certain constituencies
are most personally interested, we will
be at the tail end of the long line of
claimants as we have been for so long.

I am personally convinced that at
any time the organized unified teach-
ing profession can do anything it
wants to doif it tries hard enough.
The key words are organized and uni-
fied. The time is now. The desision
as to whether the country has general
federal aid to education is not up to
the NEA Legislative Commission. It
is up to youand youand you.
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Federal Education Programs

Emerson J. Elliott

THE BUREAU OF THE BUDGET works for
the President of the United States. It
does not operate a program. Its sole
purpose is to assist the President in
any way that will help him to operate
the federal government. Presidents
have many objectives, not all of them
consistent. A President wants to move
the nation's educational system for-
ward. He also wants a strong national
defense, a low rate of unemploymea,
a fair income for farmers, health, and
safe cities. He must pay the interest
on the national debt and meet the
statutory requirements for social se-
curity. But he also wants to check in-
flation and prevent deflation, to have
a low budgetpreferably balanced or
with a surplus-4o keep down federal
employment.

The Bureau helps the President by
offering him alternatives to achieve as
many of his.objeCtives as possible. This
is done through a process of evaluat-
ing, comparing, contrasting, and re-
viewing. The job of complementing
the work of the experts and profes-
sionals in the agencies is achieved
through knowledge of how to make
the levels of government work, a view
across the government, and providing

Mr. Elliott is Assistant Director (Education),
Human Resources Programs Division, U.S.
Bureau of the Budget, Washington, D.C.
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a place to air conflict and seek a way
of resolving it.

Questions of public policy are not
resolved within the mysterious depths
and the anonymity of the Bureau of
the Budget, but are referred to the
White House and the President for
decision. The chief product of the
Bureau of the Budget is the Budget
for the United States Government, in
which the President's decisions are
announced.

The President's Budget
The budget sets forth the Presi-

dent's plan for federal programs to
help meet the whole range of the na-
tion's domestic and international re-
sponsibilities. The President presents
his budget to the Congress each Janu-
ary, six months before the start of the
fiscal year. This technical and for-
bidding document is not a forecast of
the revenue measures or budget re-
quests which the Congress will ap-
prove or of the expenditures which
will finally be made. Rather, it indi-
cates the President's judgment of pri-
orities and of the best mix of relative
levels for each program among the
hundreds operated by the federal gov-
ernment. It takes into account the de-
mands for federal funds as well as the
revenues available and the effect of
federal spending on the economy. It



is the one device in the federal system
for forcing all program decisions into
order.

'The budget submitted to the Con-
gress by President Johnson before he
left office proposed [or the fiscal year
beginning July I, 1969, federal outlays
of $195.3 billion, an amount equalling
about 20 percent of the Gross National
Product. It called for a surplus of
S3. billion and a continuation of the
10 percent surtax. It was characterized
as a budget which would provide for
"the defense of freedom'' while allow-
ing the nation to "move ahead in
meeting the pressing needs we face at
home," yet "stem the increased price
pressures we have experienced in the
past few years." President Johnson
said, "While adhering to a restrictive
expenditure policy, I an making rea-
sonable provision in the 1970 budget
for the requirements of ongoing pro-
grams, proposing reductions wherever
possible and recommending some se-
lective improvements and expansions."

At the request of President Nixon,
the Bureau of the Budget asked each
federal agency to review its plans fur
spending in fiscal year 1970 with a
view toward reducing activities of low
priority and redirecting other pro-
grams consistent with objectives of the
new Administration. That review is
now under way, and the President's
conclusions will be transmitted to the
Congress within the next few weeks.

The Special Analysis on
Federal Education Programs

Because the budget is so huge and
complex, there has developed over the
years a series of annexed reports de-
signed to make the budget, or certain
aspects of it, more, clear. Eighteen spe-
cial reports were prepared in connec-
tion with President Johnson's 1970
budget and drawn together in a vol-

ume called Special Analyses, Budget of
the United States, Fiscal Year 1970.
This includes, for example, reviews of
federal credit programs, civilian em-
ployment, manpower activities, health
programs, income security, aid to state
and local governments, public works,
and federal education programs. The
Special Analysis on Federal Education
Programs most concerns us here today.

Federal education programs might
be described as serving two main pur-
poses. The first is to support educa-
tion per se. Activities included under
this heading would be the programs of
the Office of Education and the Na-
tional Science Foundation, Head Start
and Follow Through under the Office
of Economic Opportunity, college
housing loans, and education of
American Indians. The second pur-
pose is -- through the use of resources
of educational institutionsto ad.
vance knowledge and achieve other
national objectives. Included here are
such diverse activities as support of re
search at universities to extend medi-
cal knowledge, GI benefits which help
returning servicemen attend school or
college, training of manpower to im-
prove delivery of health services, and
professional training of military offt
cers.

Some 100 federal activities are in-
cluded in the Analysis, and the total
for fiscal year 1970 approximates $10
billion. I shall try to give some per.
spective on these programs by describ
ing federal funds according to five
different dimensions.

A Decade of Federal Aid to
Education-1960 to 1970

Outlays for federal education pro.
grams are estimated to cost very nearly
$10 billion in 1970, an amount repre-
senting 5 percent of the total federal
budget. Education expenditures have
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grown much faster than the federal
budget as a whole: The federal
budget has roughly doubled, from
$92 billion to about $195 billion be-
tween 1960 and 1970 while education
expenditures have grown five-fold,
from S2 billion to $10 billion.

The upsurge in federal outlays was
sharpest in fiscal year 1966, the first
fiscal year after enactment of many of
the now well-known landmark laws
for federal aid to education. In that
single year federal funds increased by
more than S2 billion, an increase of
60 percent over 1965. Neither the ab-
solute dollar increase nor the growth
rate has been so great since that year,
but by 1970, $4 billion will have been
added to the 1966 level.

Federal Objectives in Education

Reviewing 7he composition of the
increases in federal funds for educa-
tion over the decade, one can identify
two principal objectives which the
federal government has pursued: first,
an opportunity for the best education
which the nation can offer to each
individual, suited to his abilities and
interests and without regard to his
family income, race, or place of resi-
dence; and second, an improvement in
the quality of education through ex-
perimentation with new materials and
methods, new ways of using and train-
ing personnel, and new organizations
designed to ensure regeneration and
renewal of the nation's educational
institutions.

Activities which are addressed to the
first objectiveexpanding educational
opportunities for allinclude grants
to improve education of the poor and
the handicapped, to expand college
facilities, and to provide financial as-
sistance particularly for college stu-
dents from low-income families. Also
contributing to this objective are GI
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benefits and social security payments
for college-age children of retired, de-
ceased, or disabled social security bene-
ficiaries. Federal activities promoting
the second objectiveinnovations
have brought about an expansion of
experimental, demonstration, and fac-
ulty training programs, including such
new departures as the educational
laboratories, Teacber Corps, the Na-
tional Foundation on the Arts and the
Humanities, and the Corporation for
Public Broadcasting. Federal expendi-
tures for these two objectives are esti-
mated to total $4.9 billion in 1970,
one-half of the total federal outlays for
education. While GI benefits totaled
about $1/2 billion in 1960, almost all
of the other programs which make up
this one-half of the federal outlay for
education have been enacted by the
Congress since 1960, and most of those
within the past four years.

Federal Funds in Relation to
Institutional Financing

Another useful indicator of federal
activity in education is the share of
receipts in educational institutions
which are derived from federal
sources. In elementary and secondary
schools between the fall of 1964 and
the fall of 1969, the federal share has
about doubled from about 4 percent
to about 8 percent. In higher educa-
tion the figure has been more constant,
ranging around 22 percent. These
measures perhaps obscure more than
they reveal. The federal government
is supporting a very large proportion
of some activities, much less of others.
For example:

Federal funds represent about
two-thirds of all research and develop.
ment in institutions of higher learn-
ing.

Federal support for education re-
search and development probably rep-
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resents more than 90 percent of the
national total.

Federal funds used for purchase
of school equipment. and materials
have been estimated to equal as much
as one-half of the total annual sales of
such equipment wid supplies.

Other areas where federal assist-
ance is a predominate factor include
student aid, graduate fellowships, and
teacher training.

I believe it would be reasonable to
conclude that the federal share of fi-
nancing of education, now equal to
about one-seventh of the budgets of
educational institutions in the nation,
has been increasing and is of extraor-
dinary importance in a number of
areas.

Federal Funds by Agency

Another dimension by which to
view federal education programs is
according to the federal agency which
administers the funds. It is usual for
the public to consider the Office of
Education as the government's chief
education agency. And so it is. By a
large margin the Office of Education
programs are collectively the largest
part of the government's effort. Yet.
the Office accounts for only S4 out of
every $10 in federal education outlays.
Office of Education grants are pre-
dominant. at the elementary and sec-
ondary level where they represent
70 percent of the total federal out-
lays; OE programs account for less
than one-fourth of the expenditures
for higher education. Other programs
bring the Department of Health, Edu-
cation, and Welfare (HEW) total por-
tion to nearly 60 percent of the total
federal outlays for education. In-
cluded here are the medical research
and health professions training pro-
grams of the Public Health Service,

and social security benefits for stu-
dents.

The Department of Defense ac-
counts for about SI in SI 0, largely
for graduate and professional training
and for academic research in institu-
tions of higher education.

The remaining 30 percent of federal
funds is scattered through about 20
federal agencies ranging from the Na-
tional Science Foundation (NSF) and
the Office of Economic Opportunity
(OE()), through the Veterans Admin-
istration (largely for GI benefits) and
the fledgling National Foundation on
the Arts and the Humanities, to the
Library of Congress.

The fact that so many, federal agen-
cies are supporting education activi-
ties is not, in my view, so much a
demonstration that the federal govern-
ment is disorganized as it is a demon-
stration of the importance of educa-
tional institutions (particularly, higher
education) for performance of research
and graduate training which are essen-
tial to accomplishment of the missions
of each of these agencies.

Federal Funds by Educational Level

The primary description of federal
programs in the federal Analysis ac-
copanying the 1970 budget was
based on outlays for education by
level. The most dramatic growth over
the past decade has been in programs
for support of elementary and second-
ary education. These expenditures,
estimated at $3.4 billion for 1970, arc
predominately for improving educa-
tion of the disadvantagedOEO's
Head Start, and Office of Education
Elementary and Secondary Education
Act (ESEA) Title I and handicapped
programs. Research projects, the new
anti-dropout program, teacher train-
ing efforts, and now, under recent
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amendments, vocational education
also contribute to this objective.

The largest category of federal sup-
port accounting for more than half
the total, is higher education. While
the number of federal agencies in-
volved is much greater than the num-
ber participating in elementary and
secondary programs, the federal as-
sistance for higher education falls into
more easily described groups.

$1.9 billion provides for grants
and loans to college students. About
three fourths of this amount is for
student support at the undergraduate
level, one-fourth primarily for fellow-
ships at the graduate level.

S1.5 billion supports academic re
search in institutions of higher educa-
tion. The largest portions are tinder
the auspices of HEW, Defense, :old
NSF.

Another SI.5 billion provides for
college facilities and equipment
(largely through academic facilities
grants from the Office of Education
and housing loans from the College
l(onsing Loan program) and for sup-
port of current operations in colleges
and universities (primarily through
cost-of.education allowances paid as a
part of fellowship and traineeship
grants and training of students in the
health professions and rehabilitation
services).

The total of $5.0 billion compares
with $1.0 billion in 1960 and S1.7 bil-
lion in 196.1. The remaining SIA bil-
lion in federal support for education
is divided among support for adult
and continuing education (especially
the extension programs of the Depart-
ment of Agriculture), technical and
professional training of public em-
ployees (predominately military), and
aid to foreign students attending col-
leges and universities in the United
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States and to educational institutions
in loreign countries (through All),
Peace Corps, and the Department of
State).

Some Present Ccncerns About
Federal Education Programs

Against the background of federal
education programs just described, I
would like to suggest some personal
concerns and views about education
programs at this point in time.

First, what are we getting for our
money? To cite one example, it seems
to me we see daily in the press the
saute or even harsher criticisms of the
schools and what they are failing to do
for the disadvantaged than we did be
fore the advent of federal programs
enacted a few years ago. We find local
taxpayers increasingly less inclined to
support local school bond issues. Ac-
cording to the Office of Education the
bond approval rate for the first six
mouths of fiscal year 1969 is 50 per-
cent, and that the comparable rate
over the past decade has been 73 per-
cent. We are unable to say what in-
gredients of the educational system
make for success. In my opinion edu-
cators at all levels will increasingly be
called upon to account for their stew-
ardship in management of public
funds in terms of producteduca-
tional attainment of children. On the
other hand, there have been sonic
highly interesting experiments. Under
a contract with the Office of Educa-
tion, the American Institutes of Re-
search identified 21 programs from all
across the country which had pro-
duced significant cognitive achieve-
ment gain on the part of pupils en-
rolled in them. I believe there will be
more experimental projects to develop
models for G::e in the classroom and to
try than out on a systematic basis so
that in the furore we can say what
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components of education make a
difference.

Second, how can we better plan and
coordinate our programs? The Budget
Director spoke before the Governor's
Conference February 27, 1969, on the
subject, "New Directions in Federal
Aid Policy." 1Ie made these com-
ments:

The Federal categorical grantthe princi
pal tool of fiscal federalismhas had near
explosive growth since 1963. whether :ilea
cured in terms of the number of grams, their
dollar magnitudes, or their effects on inter-
gosei mental telationships.

tVhife categorical grants have proven to be
effective in many instances. their rapid growth
has caused serious problems in terms of:

A bypassing of elected chief executives.
Overlapping programs and duplication

at the Statelocal
Inflexibility and distortion of State and

local budgets.
Additional administrative costs and pro.

gram delays and uncertainties.
An information gap about available

grant programs which is difficult to close.
and the placement of a premium on
"grantsmanship,"

Sem(' competition at all levels for ta
liable administrative and technical per.

'the time has Lome for major reform. Ness'
intergovernmental policies of the Federal
Government should move toward rrsporicibic
drcerarall:alion which will support State and
local leadership. This means placement of
Federal responsibilities in our own regional
and district offices as well as enlargement of
'date and local responsibilities in making our
system of federalism fully responsive and
effective.

It seems likely that education pro.
grams are among those to which the
Director referred. The Office of Edu-
cation alone now operates about 80
programs compared with about 17 in
1960.

Third, how can we make more effec-
tive use of the private sector of the
economy? Within recent years we have
witnessed initiation of a program of
federal interest subsidies for loans

made to college students by states or
banks. Just last summer the Congress
passed legislation to provide for fed-
eral interest subsidies for college hous
ing and academic facility loans. The
Johnson budget proposed that these
subsidiesusing the private money
market instead of the federal budget
--be substituted for direct federal loan
capital for construction. Private enter-
prise might well be tapped in another
way, by contracting with schools for
a level of educational performance,
much as they contract now to build a
product meeting certain specifications.
'There is no reason that the incentive
system should not operate here in the
same way that it has in other sectors of
our economy.

Fourth, what w;11 the inture bring?
There has been much comment lately
from former Budget Director Schultze
and others concerning the federal fis-
cal activities for the next several years.
The gist of the argument is that while
revenues will increase automatically
from increases in individual and cor-
porate income, much of the expansion
will be required merely to offset
higher costs of doing government busi-
ness and for so-called uncontrollable
expenses (e.g., higher social security
benefits), even when allowing for plias
Mg down the military from the Viet-
nam war. These observers see a more
optimistic picture by 1974 than by
1971-72. The new President has made
no commitments yet as to his policies,
which will vitally affect the govern-
ment's role in the economy and the
distribution of its expenditures. But
surely education must expect to be
weighed among many competitors for
federal funds. It should be able to
show not just a nebulous "need," but
real evidence that there will be suc-
cess in terms of educational attain -
ment of children.

S8

101



The 1967 Census of Governments

1-19 111(.11 AIan;u

CENSUS BUREAU programs on govern-
ments are the primary source of com-
prehensive data on finances and em-
ployment of state and local govern-
ments. These governments constitute
one of the most important and dy-
namic sectors of the national economy.
Their tax yields totaled about $70 bil-
lion in calendar 1968, and their an-
nual expenditure is at a rate well over
$110 billion. These governments have
more than nine million employees, or
three times as many as the federal
government.

Growth of the state and local sector
since World War 11, as measured in
the national income accounts, has far
outpaced that of the federal govern.
ment and the private sector. While
the federal government share of pur-
chases of goods and services (GNP)
moved up from 8.3 percent in 1946 to
11.5 percent in 1967, the state and
local government share snore than
doubled, from 4.7 percent to 11.0 per-
cent. The sharp growth of national
defense expenditures associated with
Vietnam during the past two years has
kept federal purchaSes abreast of state-
local growth. However, current pro-

Mr. Manner' is Senior Stall Adviser, Govern-
ment Division, U.S. Bureau of the Census,
Washington, D.C.
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jections indicate that state and local
government purchases of goods and
services will continue to rise rapidly
and by 1975 may be 60 percent greater
than such federal spending.

With the accelerating demands for
domestic services since World War 11,
state and local government employ-
ment has grown by leaps and bounds.
State government employment rose
from about 800,000 in 1916 to over
2,300,000 in 1967, and local govern.
ment employment more than doubled,
from about 2,800,000 to 6,700,000. In
1967, state and local governments ac-
counted for almost one-seventh of all
non - agricultural employment, as com-
pared with 4.1 percent by federal em-
ployment, nearly 21 percent by whole-
sale and retail trade, and 29 percent by
manufacturing establishments. Over
the past four years, state and local
government employment has shown
an average annual increase of about
500,000 persons, while federal civilian
employment has risen only a total
of 450,000 over the four-year period.

During the half-century before 1902,
when the Census Office was established
as a continuing agency, some state and
local government data were being
gathered in connection with major
decennial census operations. Princi-
pal findings were issued regularly in
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reports of the "Census of Wealth,
Debt, and Taxation." From 1902 un-
til 1942 ;:,ere was a separate govern-
mental census at approximately 10-
year intervals. A revised statute pro-
viding for the Census of Governments
to be taken regularly each five years
was enacted in 1950, but the first such
project for which funds were appro-
priated was the 1957 Census of Gov-
ernments. There was a similar Census
for 1962. The 1967 undertaking is
scheduled to be substantially com-
pleted about mid-1969. A few of the
final major reports and the bulletins
for each state will be issued in the
latter half of 1969.

This Census will provide some 7,000
pages of published statistics, several
times that volume of unpublished data
in the form of tabulations in micro-
film which can be supplied or repro-
duced at nominal cost, and an even
greater volume of underlying figures
on punch cards and computer tape
records, usable for reproduction or
special tabulations.

Basic data have been assembled
from all governments in the nation,
to supply national, state, metropolitan
area and county-area aggregates, and
comparative statistics for sizable in-
dividual governments. Like the 1957
and 1962 undertakings, this quinquen-
nial census deals with four major sub-
jects: governmental organization, pub-
lic employment, taxable property val-
ues, and governmental finances.

Governmental Organization

The Census Bureau's directory list-
ing of local governments has been
brought up to date. Together with
related research and survey opera-
tions, this has provided statistics on
the numbers of local governments and
public school systems with selected
data on their characteristics; a sum-

many text description of the various
kinds of local governments legally au-
thorized in each state, and of major
types of governmental entities recog-
nized as dependent agencies rather
than separate governmental units;
also, statistics showing numbers of
popularly elected officials, by type of
government; and a related summary
text description of the various types
of elective offices provided for by state
constitutions and general laws.

Three preliminary reports on "Elec-
tive Offices," "Governmental Units,"
and "Public School Systems" issued in
late 1967 have been superseded by the
two final reports in these areas, Gov-
ernmental Organization (Vol. 1) and
Popularly Elected Officials of State
and Local Governments (Vol. 6, No.
1).

There were 81,218 local govern-
ments in the United States at the be-
ginning of 1967, indicating a decrease
of about 10,000 from the 1962 total.
Two trends are evident from similar
census findings over the past 25 years:
a continuing sharp decline in the
number of school districts, resulting
from widespread school reorganization
and consolidations, partially offset by
a marked rise in the number of special
districts. The national total for all
local governments in 1967 comprises
3,049 counties, 18,0.18 municipalities.
17,105 townships, 21,264 special dis-
tricts, and 21,782 school districts.

In addition to the 21,782 school
districts classed as independent local
governments, there were 1,608 "de-
pendent" school systems which are
regarded as agencies of other govern-
mentscounty, municipality, town-
ship. or state. Accordingly, in Census
Bureau reports on governments, data
for these dependent systems are in-
cluded in figures shown for the patent
county, municipality, or other type of
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government applicable, rather than in
figures for school districts. However,
tabulations or reports for "public
school systems" include data for both
school districts and dependent systems,
numbering altogether 23,390 public
school systems.

Illinois has more local governments
than any other state, with more than
6,000, and Hawaii has only 19. Seven
states each contained more than 3,500
local governments, accounting alto-gether for about two-fifths of the local
governmental units in the nation and
for only one-fourth of the population
in the United States. For the entirecountry, the number of local govern-ments per county averaged 26, rangingfrom three local governments per
county-type ;ilea in Virginia up tofig per county area in Nets' Jersey.

Some of the implications for fiscalfederalism of the detailed data on
number and distributions of govern-
mental units are suggested in a re-
port r of the Advisory Commission on
Intergovernmental Relations:

The large number of local governments
means for example, that the property taxbasethe princi sport of local governmentis divider. -times rationally butoften quit:. irratim ' among govermentalunits. Throughout t..c system as a whole,
some units enjoy relative local fiscal casewhile others totter on the bring of fiscalexhaustion as they pass through various stagesof development. The fiscally poor frequentlymust pressure the overlying State government
for sustenance. The variety of ways in which
States have responded is a credit to the in-genuity of man. The list includes sharedtaxes. local supplements to State imposedtaxes, equalization grants, unconditionalgrants, and outright assumption of fiscal and
program responsibility. One of the strengthsof the federal system is its demonstrated

Advisory Commission on Intetgovern.mental Relations. Fiscal Balance in theAmerican Federal System. Vol. I. Washing.ton. D.C.: Government
Printing (' ?ice, Octo-ber 1967. p. 72-73.
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capacity to adapt to the diversity of local
circumstances. In the moms, however. aclear, orderly division of authority and Tesponsibilitics as between States and localities
has been lost.

This two-volume study, along with
the Comission's new report, Stateand Local Finances: Significant Fea-tures, /969, provides extensive infor-mation on the needs and ability ofstate and local tax sources to respond

to ever-increasing demands and costsof government services. It also out-
lines policies designed to strengthen
the financing of various componentsof our federal system.

Taxable P-cperty Values
This second major phase of the Cen-

sus of Governments concerns the base
for property taxation which is by farthe largest single revenue source of
local governments. This project deals
with valuations officially set as of 1966,
The Volume 2 report, Taxable Prop-erty ('elites, provides several sets of
data, including statistics on assessed
valuations, by state and county, and
for major intliYidual cities, by major
types of property; estimated distribu-
tions, state by state, of taxable realty
by use class: and findings front a sam-
ple survey of real estate sales recorded
during it 6.month period of 1966.
Findings from this sales survey in-clude, for the various states, by use-class of realty, the number of measur-able sales, assessed value, sales price,

and indicated assessment ratio; andalso. for the several hundred largestlocal assessing areas, sales ratio data
based on measurable sales of single-
faily homes.

The report also supplies, for the
first time, comparative statistics on
nominal and effective rates of all gen-
eral property taxes inTosed on sigle-
family houses its 122 major city areas,



and in "balance of county" for coun-
ties overlying G3 of the major cities.
These findings relate to total general
property taxes imposed within each
city area or outlying county area by
all taxing jurisdictions.

Gross valuations of property subject
to local propmy taxes in the United
States increased from $280 billion in
195G to S-199 'billion in 1966, the re-
port shows. E elusions of assessed
valuations granted special exemptions
reduced the 1966 amount subject to
taxation by nearly S15 billion to a net
total of S18.1 billion. Of this amount,
S12 billion was for state-assessed prop-
erty (mainly railroads and other utili-
ties), and $61 billion was for locally
assessed personal property, such as mo-
tor vehicles, business inventories, and
farm livestock. The remaining S393
billion, representing 78 percent of the
property tax base, was locally assessed
real estate.

Some 75 million separate pieces of
real estate were listed on local assess-
ment rolls. More than half of these
(42 million) were nonfarm residential
properties, and about one-fifth were
acreage and farm plots. Vacant lots
number about 11 million properties.
Real estate used for commercial and
industrial purposesstores, factories,
hotels, and the likemakes up only
slightly more than 3 percent of all
properties on local tax rolls, but ac-
counts for one-fourth of the valuations
set by local assessors for property
taxation.

Single-family nonfarm houses make
50 percent of all local realty valua-

tions in the nation. Adding in multi-
family property, nonfarm residences
altogether account for 60 percent of
all real estate values set by local as-
st...3m.s. Acreage and farms contribi.'..

percent, and vacant lots less a
percent.

The number of pieces of real estate
on local assessment rolls ranges from
a high of G million in California
downward to a low of only 77,000 in
Alaska.

In 38 of the 50 states, nonfarm resi-
dential property accounts for more
than half of the total dollar amount
of local real estate valuations. The
12 exceptions are typically rural states,
and in five of these at least 45 percent
of the total real estate assessment is for
acreage and farm properties.

Over-all assessments for the nation's
taxable real property averaged 32.8
percent of the sales value in 1966.
The figures are based on a sample of
real estate transfers recorded in a 6-
month period in 1966. Residential
property assessments averaged 36 per-
cent of the actual sales price. Com-
mercial and industrial property av-
eraged 35 percent; vacant lots, 23
percent; and acreage and farms,
19 percent.

Census findings show that the ratio
of assessments to sales price for non-
farm residential property varied widely
from state to state. In Idaho, Minne-
sota, Montana, North Dakota, and
South Carolina the state-wide average
assessed value was less than 15 percent
of the sales price. At the other ex-
treme, this ratio averaged more than
50 percent state-wide in Alaska, Con-
necticut, Delaware, Florida, Hawaii,
Kentucky, Maine, Maryland, New
Hampshire, New jersey, North Cot o-
lina, Rhode Island, and Wisconsin.

The report cautions that the per-
centage relationship between taxable
or assessed value and sales price should
not be confused with property tax
rates, which arc also sometimes ex-
pressed in percentages. A high assess.
Vent ratio does not necessarily mean
.lavy property taxation, nor does a

low ratio necessarily mean a low prop-
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erty tax rate, since the actual tax bill-
ing is derived by multiplying the tax-
able assessed value by the nominal
rate.

Real estate listed on local tax rolls
in 1966 was officially assessed by local
officials at S393 billion, considerably
less than the estimated market value
of 51,227 billion. Five years earlier, in
the 1962 Census of Governments, tax-
able real estate was found to be as-
sessed at S282 billion in 1961, while
the market value was about $1,000
billion.

Widespread gains in the quality of
property tax assessment are indicated
by the 1967 findings. More than three -
fifths of the reported assessing areas of
50,000 inhabitants or more show a "co-
efficient of dispersion" of less than
20 percent for their assessments of
nonfarm houses. The 1962 Census of
Governments found only one-third of
the assessing areas of 50,000 or more
doing this well in 1961. Five years
earlier, in 1956, the proportion was
only a little over onefifth.

The coefficient of dispersion is a
measure, in percentage terms, of the
average departure of individual assess-
ments from the typical or median level
of valuation for the kind of property
involved in a particular assessing area.
Thus, a low percentage denotes uni-
form assessments and a high percent-
age reflects variation. A 20 percent
dispersion figure has been cited as
an "outside limit" for acceptability.

Smaller assessing areas covered in
the Census survey show similar im-
provement during the past decade,
though they still lag behind the areas
of over 50,000 population. In 1966,
nearly half of the smaller areas sam-
pled had a dispersion index for non-
farm house assessments of under 20
percent, as compared with only one in
five of such areas 10 years earlier.
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Property tax rates and assessment
ratios on single-family homes varied
w;dely among the 122 major cities
which were coveted in the 1967 Cen-
sus study. lu the city with the lowest
effective tax rates, the median rate was
S3.60 per S1,000 of sales price. In the
city with the highest effective tax rates,
the median rate was 543.10 per 51,000
of sales price. The median rate for all
122 cities in the report was S18.50 per
SI.000 of sales price. The tax rates
included levies for all governments
within the city area, including school,
county, township, special district, and
state property taxes.

The level of assessment for seven of
the 122 cities averaged less than 15 per-
cent of sales price, while at the other
end of the scale 14 cities assessed
single-family homes at median rates
of 60 percent or more of sales price.
Median point for 122 cities was
30.1 percent of sales price.

Property tax rates, in relation to
sales price, generally were higher in
major cities of the Northeast than in
other regions. Ten cities in the North-
east had median rates of S30 to $43.10
per S:,000 of sales price, while only
two cities in the North Central region
and one in the South had rates higher
than $30.

In 63 cases in which tax rates for
city and surrounding county rates
could be compared, 39 cities had
higher rates than the rest of the
county; in 9 cases there was little dif-
ference: in 15 cases city rates were
lower than rates for the rest of the
county.

3

Public Employment

A third major phase of the Census
of Governments deals with public em-
ployment nd payrolls as of the month
of October 1067. The findings are to



be issued soon in two reports which
will make up Volume 111.

Emp/oymen t of Ala jor Local Gov-
ernments (Vol. III, No. I) presents
data On public employees and October
1967 payrolls for the 3,019 county gov-
ernments, municipalit;es over 10,000
population and sizable townships,
school districts with enrollments over
3,000, and relatively large special dis-
tricts.

Compendium of Public Employ-
ment (Vol. 111, No. 2, scheduled to be
published about tl.. v-i,! of April) pro.
vides comprehens:vo Nt.. .1SIICS 011 Ci-
vilian public ens:ite:;.-n...iit for themonth of October c;o7. It presents
detailed information on employees
and payrolls of all governments
federal, state, and localby level of
government a ml by function. Com-
parative historical statistics are in-
cluded. Various tables supply infor-
mation on average monthly earnings
and annual pay rates of full -time pub-
lic employees, and on coverage of
these employees under contributory
programs for retirement protection,
health and hospiml benefits, and life
insurance.

Extensive detail is shown, state by
state, concerning employment and
payrolls of state and local govern-
ments, with distributions by function
and by type of government. Local
government data are summarized
separately, with functional detail, for
local governments located within stan-
dard metropolitan statistical areas and
for each county area in the nation.
Selected items are presented for site
groups of county governments, mu-
nicipalities, townships, and school
districts.

Governmental Finances
The fourth major phase of the

Census of Governments deals with

finances; .e., taxes and other revenue,by
source; expenditures by function

and by character and object; indebt-
edness and debt transactions, by terns
and by character; and holdings of cash
and securities. The 1967 Census has
assembled information on these sub-
jects from all goveonaents in the
United States, covering fiscal years
that ended between July 1966 and
June 1967.

Findings are to be published na-
tionally, by state, county, and metro-
politan area, and for sizable individ-
ual municipalities, townships, school
districts, and special districts. As in
the case of the other phases of the
Census, the many hundreds of pages
of published data will be supple-
mented by a considerably larger vol-ume of microfilmed tabulations, and
also, of course, by detailed records in
the form of computer tapes.

We expfct that the five reports,
which will make up Governmental Fi-
nances, Volume .1, will be completed
by about mid-1969. Finances of School
Districts, No. 1, is tentatively sched-
uled for issuance in April, and the
comprehensive Compendium of Gov-
ernment Finances, No. 5, may be re.
leased by late June. The Volume 5
report, Local Government in Metro-
politan Areas, is scheduled to be com-
pleted by July.

Topical Reports
The periodic census also provides

various topical studies or reports.
Four of the Volume 6 topical studies
front the 1957 Census have been issu..',1
to date, as follows:

No. 1, Popularly Elected Officials
of State and Local Govern-
ments

No. 2, Employee-Retirement Sys-
tems of State and Local
Governments
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No. 3, State Re /wits on Slate anti
Loral Government Finances

No. , State Payments to Local
Governments

The remaining three topical stitches
which will provide a historical review
of governmental data, state rankings,
and a graphic summary, are expected
to he issued in July through August.

Recurrent Surveys
Census Bureau annual surveys On

government statistics provide com-
paratie federal, state, and local finan-
cial statistic% on a fiscal year basis and
data on public employment and pay-rolls for the month of October. These
surveys cover all the state governments
and about one-tenth of all local gov-ernments. The reports present na-tional totals and data by state on
revenue by source, expenditure by
function and by character and object,
indebtedness, financial assets, and
public employment and payrolls.

Quarterly sample surveys provide
summary national estimates on tax
revenue and on construction expendi-ture of state and local governments.

In recent years, the annual reports
on finances and employment have sup-
plied nationwide local government
summary totals by type of govern-
ment, local government totals by state
(but not broken down by type of gov-
ernment), detailed comparative datafor individual state governments, and
comparative statistics for the 310 city
governments of over 50,000 popula-tion. These city data relate to the
municipal corporations as such, anddo not include amounts for the vari-
ous other ovelying or underlying to-
e:CI governments that operate within
the urban areas.

For many years, widespread needs
have been expressed for comparative

108

counts government data and tor fn-
names and employment aggregates of
lou;i1 governments operating within
metropolitan areas and within county
areas. Such data are generally avail-
able only at five-year intervals from
the Census of Governments.

Summary data on finances of local
governments within each of :18 major
SNISA's were developed for fiscal 196.1.-
05 and fiscal 1965-66. Results of these
limited exploratory efforts were issued
in the reports, Loral Government
natters in Selected Aletropolitan Arras,
for each of the two fiscal years.

Consideration is being given pro-
posals to expand coverage of annual
surveys On finances and employment
to supply comprehensive comparative
data for the 72 largest SNISA's, their
223 component county areas, and the
other 17 county areas (outside the
72 SNISA's) having 200,000 or more
inhabitants. Local governments in
these 270 county areas serve more
than half of our nation's inhabitants
and account for about two-thirds of
all local taxes and local public ex-
penditures in the United States. The
proposed report would feature corn-
pa ratiye percapita data, based on the
1%ureau's new series on current point -

lotion estimates for large SNISA's and
their component county areas.

relations with Local Governments

I should like to emphasise the co-
operative nature of the periodic cen-
sus of governments and of our annual
surveys on governmental finances and
employment. For the states and a few
of the largest and more complex local
governments, we compile most of the
financial data in relatively extensive
detail, from official reports and rec-
ords. Generally, however, in our col-
lection of basic data on local govern-
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ments, and for certain surveys on state
government data, we rely on mail can-
vass methods. We are most grateful
that in these mail surveys we consist-
ently obtain from both local and state
officials a very high rate of returns of
good quality. We enjoy cordial rela-
tions with virtually all of the repre-
sentatives of public schools and of
other educational agencies with whom
we deal, and benefit by their prompt
and generous aid in response to our
inquiries and requests.

Census Bureau programs have also
been greatly aided by close working
relations with various governmental
and professional associations, induct-

Mg the National Education Associa-
tion. Its representatives and members
for many years have helped to plan
and develop our programs, and they
cooperate effectively in supplying a
substantial portion of the raw data.
III turn, many of them are important
users of the statistical data. We are
gratified that presentations at confer-
ences of the NEA Committee on Edu-
cational Finance and at other profes-
sional associations concerned with
governmental services and finances, as
well as articles and statistical data in
your annual report, newsletters, jour-
nals, auk: other publications so often
draw upon Census Bureau findings.
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Comparability of Statistics and School Finance

Carol Joy Hobson

BECAUSE OUR SCHOOLS are in transi-
tion, there is considerable pressure to
restructure school financial accounting
to produce hard data on where the
money is coining from, how it is being
spent, which educational programs are
getting what shams of the school dol.
lac, and which educational programs
are deemed most effective in terms of
dollars invested. We do not know
when the reform in school accounting
will occur to produce all of the re-
quested data to the satisfaction of all
concerned, but we can anticipate con-
cern on the part of the educators if a
disproportionate amount of the edu-
cational dollar is spent for record
keeping and administrative reports.

Transition is indicated by the in-
creased efforts being made to meet the
individual needs of the pupils, the
questioning of traditional methods of
school administration demonstrated
by demands for community control,
greater mph:As on preprimary edu-
cation, and the ascent of teacher and
student militancy. Also, the growing
acceptance of planning-programming-
budgeting (PPB) as an aid to decision-
making riot only affects the way school

Mrs. Hobson is Chief, Elementary and Second-
ary Educational Surveys Branch, Office of
Education, U.S. Department of Health, Ed-
ucation, and Welfare, Washington, D.C.
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funds are expended, but may ulti-
mately lead to a restructuring of the
present means of financing education,
and a complete revision of school
accounting.

Whether these expected reforms in
school accounting (which entail a veiy
sophisticated record system and ex-
pensive data-processing equipment]
will lead to a revolt on the part of
our educators is yet to be seen. We
must expect, however, that as educa-
tion continually changes, data tech-
nology must be extended to include
measures appropriate to such modern
concepts as PPB and evaluation sys-
tems. Further, as new target groups,
such as migrant workers, the handi-
capped, and bilinguals, are singled out
for special attention, more data and
records are required to administer and
evaluate these programs.

Effect of Federal Aid on
Financial Statistics

The massive categorical federal aid
programs have been a bane and a
boon to establishing comparable fi-
nancial statistics. When you consider
that education in this country is state
and local (and mostly local), it is amaz-
ing that we have progressed as far as
we have in achieving comparable sta-
tistics in school finance. With the ex-



ception of forms to apply for and to
account for federal funds, all of the
thousands of questionnaires and forms
coming into the U.S. Office of Educa-
tion are filed on a purely voluntary
basis.

That federal aid has been a bane to
our ongoing statistical program may
be illustrated by the typical adminis-
trator, short of personnel with two
forms to completeone to account for
federal funds so that he can get more
aid, and one to report general purpose
statisticsyou know which one will be
completed first. Hence, quite often we
experience some considerable delay in
obtaining general statistical data from
our respondents.

Federal aid has been a boon to
achieving comparable financial statis-
tics in that legislation frequently speci-
fies that only certain accounts must be
included in calculations for certain
programs to be supported by the fed-
eral government. For example, state
allocations for the billion dollar Ti-
tle I program under the Elementary
and Secondary Education Act are
based on a specific definition of state
per-pupil expenditure. Any state un-
able to report in accordance with
the prescribed definitions could be
penalized.

Our task in the National Center for
Educational Statistics is twofold: to
try to provide comparable financial
and other data needed for decision
making and to try to reduce the bur-
den on our respondents by not requir-
ing the completion of voluminous
forms which may duplicate one an-
other.

Our concern with the extensive data
requirements imposed upon the state
led us last summer to prepare a listing
of all known forms that state educa-
tion agencies may have occasion to file
with the U.S. Office of Education dur-

ing the 1969 fiscal year. This com-
pilation revealed that 75 forms are
due annually, 4 forms are due twice
a year, 1 is due three times a year,
5 are due four times a year, 2 are due
monthly, and 34 have due dates not
yet established. This revelation re-
sulted in the appointment last August
of a task force to explore the possibili-
ties of reducing the reporting burden
on state education agencies through
the consolidation of forms and to re-
view the actual utilization of the data
reported. The chairman of this Task
Force on Forms Consolidation is ap-
propriately the Assistant Commis.
sioner for Educational Statistics.

Data Sources
Our reports in the area of state

school systems flow into the Office as
a result of the filtering of information
through many levels. The state data
are based on data supplied by local or
intermediate administrative units and
represent the cooperative efforts of al-
most 3 million persons at the state,
intermediate, and local levels, includ-
ing superintendents, principals, teach-
ers, bus drivers, school lunch person-
nel, and secretarial and clerical per-
sonnel. Data for our reports originate
at some 100,000 public elementary and
secondary schools, in 20,000 local
school systems, in the 50 states, plus
the 20,000 nonpublic elementary and
secondary schools.

Meeting the broad service function
of collecting, analyzing, and dissemi-
nating basic educational statistics in
such a diverse system of education is
a formidable assignment. And when
we add the requirements that the data
be comparable, timely, and adequate
to meet the major requests for infor-
mation for decision making, we have
a task which amazes visitors from coun-
tries with central statistical bureaus.

1t, 8
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The effort to achieve comparable
statistics in school finance has been an
uphill struggle for many years. Dur-
ing the past 60 years, the U.S. Office of
Education has sponsored hundreds of
national conferences to develop meth-
ods to achieve uniform statistical re-
ports of state and local school systems.
Handbooks, manuals, and other pub-
lications have been issued to encour-
age uniform procedures and defini-
tions and to assist state education de-
partmets in their efforts to revise
their own record and report forms.

Development of the Handbook
Program

Prior to the initial on of the Hand-
book Program in 1950, four major at-
tempts were made on a national scale
to improve the standardization of
educational terminology.

The first national effort occurred
during the years 1909-1912. The Na-
tional Education Association estab-
lished a Committee on Uniform Rec-
ords and Reports, which issued a re-
port in 1912 (U.S. Bureau of Educa-
tion Bulletin, 1912, No. 3) calling for
continuous effort to improve the com-
parability of statistics. With the com-
pletion of its report the committee dis-
banded, and no further effort was
made until 12 years later.

In 1924, the National Association of
Public School Business Officials, the
National League of Compulsory Edu-
cation Officers, NEA, and the U.S. Bu-
reau of Education cooperated to pro-
duce the Report of the Committees on
Uniform Records and Reports (Bul-
letin 1928, No. 24). Uniformity of
record and report forms was recom-
mended, but few definitions were
included.

In 1928, the first meeting of the
Council of Chief State School Officers
appointed a committee to study uni-
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formity of educational statistics. Its
first report in 1929 emphasized the
need for the participation and active
involvement of the federal govern-
ment, working closely with the state
departments of education. This placed
the central responsibility at the federal
level. However, the funds requested
to carry out this program were not
granted, and efforts again faltered.

The third national effort began in
1934, with participation of the U.S.
Office of Education and the dirertors
of research of the state education
agencies. Work dealing with statistics
and report forms was undertaken, and
several conferences were held. One
report was issued, Circular 204, Fi-
nancial Accounting for Public Schools.
This effort terminated in 1939, as the
impending war focused attention else-
where.

The end of the war brought a re-
newed desire to establish a program
of educational standardization. A
National Committee on the Coopera-
tive Program on School Records and
Reports was established, and study
committees were appointed. Two re-
ports were published: a revision- of
Circular 204, Financial Accounting for
Public Schools, and Records and Re-
ports for Pupil Transportation,
Special Series No. 2, 1949. By 1949,
this program had also lapsed into
inactivity.

In 1949, the Council of Chief State
School Officers urged that progress be
made on an emergency basis in the es-
tablishment of a "recommended uni-
form system of basic school records
and reports." It was decided to do
this through a program of identify-
ing, classifying, and defining items of
educational record information to be
maintained, as defined, by school sys-
tems throughout the country. This
led directly to the establishment of



the Handbook Program. This pro-gram has thus far produced the fol-
lowing publications:

Handbook I. The Common Core
of State Education
In formation (1953).

Handbook II. Financial Account-
ing for Local and
State School Systems
(1957).

Bulletin No. 21 Financial Account-
ing for School Sta-
tistics (1959) Hand-
book II Supplement.

Handbook III. Property Account-
ing for Local and
State School Systems
(1959).

Staff Accounting for
Local and State
School Systems
(1965).

Handbook V. Pupil Accounting
for Local and State
School Systems
(1964).

Standard Terminol-
ogy for Instruction
in Local School Sys-
tems (to be pub-
lished in 1969).

The work involved in producing ahandbook is immense, requiring the
participation of a large number of
specialists. A typical project schedule
includes:

1. Conference of executive secre-
taries of selected national or-
ganizations

2. Project team of the U.S. Office
of Education to research the
available literature

3. Planning conference
4. First draft (limited working

paper)

Handbook IV.

Handbook VI.

5. Specialist conference
6. Second draft (limited working

paper)
7. National Review Conference
8. Third draft (enlarged distribu-

tion and use by some)
9. Regional Conferences (review

and beginning of implementa-
tion effort)

10. Fourth draft
11. Final National Review Confer-

ence in which endorsement of
each participating organizationis obtained

12. Fifth draft (for widespread dis-
tribution and implementation).

This program has helped to define
terms for decision making, increase
communication and flow of informa-
tion among school systems, standardize
the information flowing from one levelto the next, allow for coding of thedata, and increase reliability and
validity of statistics.

Future handbook programs are be-ing planned to standardize terminol-ogy of state education agencies, todevise a comprehensive system ofeducational management information,and to integrate PPBS concepts into
educational terminology.

Generally, three to five years elapse
between the decision to develop ahandbook and the actual publicationof the finished product. And as manyof you may have noted from the
voluminous footnotes in our Statistics
of State School Systems publications,
it takes 5 to 10 years (a former col-league would estimate 30) for the 50
state school systems and tens of thou-
sands of local school systems to imple-
ment systems which yield comparabledata.

Presently, an effort is under way torevise the financial accounting hand-book. To be most meaningful, the
revised Handbook II should interre-
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late financial data with data on staff,
pupils, curriculum, and facilities, thus
making possible a comprehensive sys-
tem of educational information.

Committee on Educational
Data Systems

The Committee on Educational
Data Systems (CEDS) was established
as a standing committee by the Coun-
cil of Chief State School Officers on
November 23, 1962. The Committee
has 55 members, one appointed by
each chief state school officer. The
work of the Committee is performed
by a nine-member Planning Commit-
tee which meets quarterly, three times
a year at the expense of the U.S. Office
of Education. In addition, several
separate committees charged with
specific assignments, such as Title 1
of the Elementary and Secondary Edu-
cation Act, meet as the demand arises.
CEDS maintains close contact with the
U.S. Office of Education, particularly
with the National Center for Educa-
tional Statistics. The official U.S.
Office of Education liaison with CEDS
h the Assistant Commissioner for Edu-
cational Statistics, who k also the head
of NCES. As the principal Avisor to
the Commissioner in the field of edu-
cational statistics, the Assistant Com-
missioner for Educational Statistics
leans heavily on CEDS in carrying out
the original mission of the Office, that
of "collecting such statistics and facts
as shall show the condition Id prog-
ress of education in the several States
and Territories."

As representatives of their respective
Chiefs, CEDS members work for the
development and implementation of
the best possible program to provide
all levels of school governmentlocal,
state, and federalwith timely, ac-
curate, and significant data on all
aspects of education.
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CEDS representatives have orga-
nized themselves into regional group
(such as NESCERS, WESCERS,
SESCERS, and MID-WESCERS)
which meet periodically, with U.S.
Office of Education representatives to
keep abreast of new developments.

Relationship of NCES to Other
OE Bureaus

Although the National Center for
Educational Statistics collects general
purpose statistics to fulfill the original
mission of the U.S. Office of Educa-
tion. other bureaus and staff offices
also conduct surveys and studies to
collect special purpose and program
data to administer and evaluate pro-
grams which are federally aided or
experimental in nature. Recognizing
the desirability of having one focal
point of contact between the state
education agencies and the U.S. Office
of Education, and the fact that CEDS
is concerned with the total informa-
tion requirements of the state and
federal governments, the Deputy Com-
missioner established a Coordination
Group on Educational Statistics and
Information in August 1968. This
committee is a top policy advisory
group composed of three chief state
school officers, three CEDS members,
:rill five U.S. Office of Education em-
ployees (the Deputy Commissioner,
who is chairman of the group; the
Associate Commissioner for Federal-
State Relations; the Assistant Com-
missioner for Educational Statistics;
the Assistant Commissioner for Pro-
gram Planning and Evaluation; and
the Director of the Office of Manage.
ment Information). This group ad-
vises the Commissioner with respect
to the following related issues:

I. The type of information the U.S. Office
of Education will attempt to collect from the
states and how such information will be used.
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2. The establishment of a centralized point
of contact between the U.S. Office of Edu
cation and the states with regard to the
collection of information and statistics (Pres-
ently CCSO's receive requests for informa
tion from several different U.S. Office of Ed-
ucation sources. All such contacts are to be
cleared through a central point to eliminate
overlap and confusion.)

3. Comparability of statistical and infor-
mation systems (The Advisory Group will
review the utilization of the extensive work
already accomplished by CEDS in developing
comparable information sl :tents and hand-
books for statistical information.)

. The problems created by the U.S. Office
of Education when bypassing state education
agencies to gather educational statistics from
local education agencies.

5. The problems of federal program guide-
lines that appear to have power of regulations
or laws.

Uses of Financial Statistics

Even if each state and local school
system adopted standard terminology
and definitions, and kept uniform rec-
ords of receipts and expenditures,
there would still exist some non-
comparability of the data because of
the varying ways by which schools are
financed. We are constantly cautious
with regard to the development of
state rankings, or any other measure
derived from state averages which are
used to indicate the quality of educa-
tion. The most widely quoted aver-
age, when comparisons are made be-
tween states, is the current expendi-
ture per pupil. Our caveats and
lengthy footnotes are overlooked. We
are accused of creating distortions in
state data when actually the distor-
tions that do occur are created by the
nature of the beast. For example, the
employer's contribution to the teach-
ers' retirement fund may be made by
the local school board, or by the local
government in fiscally dependent
school systems, or by the state edu-
cation agency on the behalf of local

school systems, or by the state legisla-
ture directly and never pass through
the regular school accounts. Our staff
spends a substantial amount of time
to make-certain that regardless of the
method by which the contribution is
made, the monies are included. We
research the records of retirement sys-
tems and utilize the reports of the
Governments Division of the U.S.
Bureau of the Census. In those states
where sonic political jurisdiction other
than an educational agency pays for
operation of the schools, it is very
difficult to obtain "the true current
expenditure." It is doubtful that a
uniform cost accounting system em-
ployed by all political jurisdictions
rendering educationrelated services.
would be feasible. It is even debatable
that such a system could be designed,
and it is very unlikely that all juris-
dictions could be persuaded to adopt
it since the costs of maintaining such
a system would outweigh any benefits
derived.

With regard to the pupil measure
used to determine current expenditure
per pupil, the Handbooks recommend
using average daily membership
(ADM) instead of average daily at-
tendance (ADA), or some other pupil
count. ADM has several advantages
over ADA. It measures required
school facilities better since there is
no reduction in expenses due to pupil
absence. By averaging pupil member-
ship for the entire year it does not
distort the figures of in- or out-migra-
tion states. Yet, for ADM to be com-
parable from state to state, there must
be agreement on the number of con-
secutive days of absence to be followed
by automatic withdrawal.

By developing the Handbook series,
the U.S. Office of Education has en
deavored to provide a basis for re-
porting comparable data. We have
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worked diligently with the states to
secure adoption of standard terminol-
ogy, definitions. and accounting.
However, since this is a voluntary
cooperative effort, and we lack the
authority to compel the states to com-
ply, we must depend upon discussion
and persuasion.

Crisis in Education and
School Finance

Study after study indicates the high
correlation between location of school.
family socioeconomic status. housing.
and school attitudes on the one hand,
and school achievement and educa-
tional attainment on the other. Ac-
cording to a recent survey conducted
by the U.S. Office of Education.
schools provide little opportunity for
minority grouy pupils to overcome
the deficiences 11111(11 they initially
bring to school. "In fact they fall
farther behind the white majority in
the development . of several skills
which are critical to making a living
and participating fully in modern
society. Whatever may be the com-
bination of onschool factorspov-
erty. community attitudes, low edu-
cational level of parents--which put
minority children at a disadvantage in
verbal and nonverbal skills when they
enter the first grade, the fact is the
schools have not overcome it."

In his appearance before the 1 -louse
Committee on Education and Labor
earlier this month, Secretary Finch
noted, The core cities contain the
highest concentration of the poor and

I Coleman, James S., and milers. Equal-
ity o/ Educational Opportunity. U.S. De-
partent of Health, Education, and Welfare,
Office of Education. Washington, D.C.:
Government Printing Office, 1966. p. 21.
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educationally deprived, and they are
experiencing mounting difficulties in
finding adequate resources to support
their school systems." = President
Nixon's task force on education rec-
ommended last month that an addi-
tional SI billion of federal aid be
made available to big city school sys-
tems. The task force said it believed
that 'Title I in its present form was
not having a significant impact on
the massive problem of urban educa-
tion.

Although it is generally agreed that
education spells the difference be-
tween our national growth toward
maturity or catastuiphe, we have yet
to make education an effective instru-
ment for social change by neutralizing
the adverse conditions of disadvan-
taged pupils. Education should be one
of the principal means by which dis-
advantaged peoples acquire upward
mobility. As practitioners of school
finance. you can assist in the formu-
lation of ways to inject additional
funds into those areas most in need.
those that invariably have the lowest
capacity to obtain adequate resources.
You can assist state education agencies
to examine how they can more effec-
tively stimulate local school systems
to make the best possible use of the
school dollar. To determine if our
schools are operating at maximum
efficiency, i.e., each pupil has the
opportunity to achieve his full poten-
tial, sound financial accounting prac-
tices and relevant statistical data must
be available.

Statement by the Honorable Robert 11.
Finch, Secretary of Health, Education, and
Welfare, before the 0)11110nm on Education
and Labor, House of Representatives, March
10, 1969.



Comparative Costs of Education Among States

William K. Dormamly, Jr.

NEW YORK STATE s:Nns considerably
more per pupil for elementary and
secondary education than any other
state, according to information re-
ported biennially by the U.S. Office
of Education. As a result, the New
York State Education Department
initiated a study to determine if the
expenditure information, as reported
by the U.S. Office of Education, was
actually comparable among states. An
effort was further made to determine
where educational expenditures dif-
fered greatly among states to provide
insight as to why New York State was
spending so much more than other
s t a te:;.

Tile states studiedCalifornia,
Connecticut, Illinois, Michigan, New
Jersey, . and Pennsylvaniawere
chosen because they had one or more
characteristics in common with New
York State such as rural and urban
distribution of pupils, large :ity prob-
lems, numbers of pupils xing edu-
cated, and relatively hie a expendi-
tures for education. TN New York
State study team visited t ae education
department of each of due six states.
Educational and fiscal policies and re-
porting practices weve discussed and

Dr. Dormaruly is As, ociate, Educational Fi-
nance Research, The University of the State
of New York, The State Education Depart-
ment, Albany, New York.

. eventually compared to determine
where reported information could, or
did, vary among the selected states.

Information requested by the U.S.
Office of Education for its Statistics
of Stale School Systems includes both
fiscal and program data for public
elementary and secondary schools.
Items requested and definitions used
are those found in Handbook I, The
Common Core of Slate Educational
Int m-mation.

The ability of states to report pro-
gram and fiscal information in terms
of items and definitions designated in
Handbook I is a limiting factor when
comparing expenditures among states.
Another factor, which is not obvious,
is the degree of uniformity in account-
ing procedures among school districts
in making their reports to state edu-
cation departments. The ability of
states to extract expenditures for non-
public education from total expen-
ditures when reporting to the U.S.
Office of Education also affects the
reliability of expenditure comparisons
as does the extent to which all ex-
penditures for education can be identi-
fied and reported.

Per-Pupil Expenditures Defined

The per-pupil expenditures pub.
fished by the U.S. Office of Education
are obtained by dividing total current
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expenditures for a state by the average
daily attendance of that state. Total
current expenditures, as defined, in-
clude expenditures for:

I. Full-time elementary and secondary day
schools (administrators, supervisors, instruc-
tion, other school services, operation of plant,
maintenance of plant, and fixed charges)

2. Administration by state board of mitt.cation and state board for vocational edu-cation
3. Administration by state department of

education and miscellaneous state expendi-
tures for education (regular programs, emer-gency programs, and miscellaneous state
contributions for teacher retirement, social
security, etc.)

4. County and intermediate administrativeunits.

Average daily attendance is defined
as the aggregate days attendance of the
school divided by the number of days
school was actually in session. All
expenditure categories as defined for
total current expenditures were in-
cluded for each state when computing
per-pupil expenditures.

Variations in Computing
Average Daily Attendance

The method of computing average
daily attendance differs among statesand, therefore, not all states conform
to the U.S. Office of Education defi-
nition. Since this statistic is directly
related to resulting per-pupil expend-iture information, nonconforming
states cannot be compared accurately
with those which do follow the U.S.
Office of Education definition. Cali-
fornia includes all legally absent pu-pils as part of average daily attend-
ance. Connecticut includes a portion
of summer school attendance. The
greatest discrepancy, of course, is
caused by the method used by Califor-
nia. The ratio of average daily attend-
ance to fall enrollment for California
is 99.5 percent compared with 91.1 per-
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cent for New York State. Some st:t!cs
do not use ADA as a basis for distrib-
uting state aid and, therefore, often
do not check such informailm for
accuracy, or do not receive ADA infor-
mation from local districts and esti-
mate the information on the basis of
fall enrollment.

Accounting Procedures

Most states follow the federal ac-
counting system or one parallel to it
but in more detail. There appears to
be no serious problem among states in
reporting fiscal information in a man-
ner consistent with that recommended
by the U.S. Office of Education. The
'system used by New York State differs
from the federal system, but expend-
itures can be regrouped to fit the
federal system quite accurately.

Some deviation exists among states,
however, in that not all states identify
new equipment as current expense.
Those states that place all equipment
costs in capital outlay, in effect arc
excluding costs which have been in-
cluded by other states. Some states
leave the accounting designation of
equipment to the discretion of local
school districts.

Local to state reporting variations
may occur when reporting expendi-
tures for items and staff which overlap
defined categories. The impact of
these variations could be considerable
when comparing districts within
states, but should be of negligible im-
portance when making comparisons
among states as long as basic state
accounting systems arc comparable.

Nonpublic-School Expenditures
The U.S. Office of Education re-

quests states to remove nonpublic-
school pupil expenditures when re-
porting public elementary and second-
ary expenditures. States often include

115



such expenditures in state publica-
tions; this can result in some variation
between state and U.S. Office of Edu-
cation published expenditures.

Many .states provide no nonpublic-
school services and so no such costs
are included in their reporting. States
which do provide services Inch as bus-
ing, shared teacher time and health
services to nonpublic schools and loan
equipment or textbooks, often find it
impossible to identify such costs. Some
states make no attempt to exclude
these costs, while others estimate costs.
The accuracy with which non public-
school expenditures can be removed
from public education expenditures
affects comparability of costs among
states.

Identification of All
Educational Expenditures

This study indicates that most states
have instances where some expendi-
tures for educational purposes are
assumed by another agency or munici-
pal government and not reported as
educational expenditures. These tend
to be more prevalent where school dis-
tricts are fiscally dependent upon an-
other municipal government. Such
omissions are not attempts to obscure
educational costs, but usually exist
from traditional patterns of financing.
It is believed that such omitted ex-
penditures are minute compared with
the over-all costs of education and
would not greatly affect the per-pupil
expenditure comparison among states.

Perhaps the greatest loss of actual
educational expenditure causing dras-
tic distortions among state per-pupil
expenditures results from the different
methods used among states for financ-
ing and reporting retirement costs.
New York State has a fully funded re-
tirement system. Other states operate
on a variation of the pay-as-you-go

plan whereby payments are made by
one or more combinations of teacher.
local district, and state. In cases where
teachers participate in payments, these
payments are not reported as edu-
cational expenditures. States tend to
make payments only to the extent
that money is needed by the retire-
ment system to meet current expendi-
tures when they operate on the pay-as-
you-go system. Under these circum-
stances, only the amounts needed for
current operation are reported as re-
tirement costs.

As an example, consider that all
formal education stopped. There
would be no further retirement ex-
penditures necessary in New York
State (even though the system is now
completely subsidized by local dis-
tricts) since reserve funds have been
set aside to meet retirement costs for
retired teachers. States operating on a
partially funded system, however,
would have to continue making re-
tirement contributions to cover the
cost of retired teachers until such time
as all such teachers were deceased. Re-
tired teachers in such states have no
assurance that the state will continue
to 'Make sufficient payments to meet
current costs, and if they do not, their
retirement income would be reduced.

Comparability of Per-Pupil
Costs Among States

The degree of comparability of per-
pupil casts among states varies with
the ability of the states to adhere to
standardized definitions when making
reports. The degree of accuracy be-
tween state comparisons varies de-
pending upon the states selected. The
greatest variation in reporting pro-
cedures for the states in this study
was between California and New
York; thus comparisons between these
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TABLE 1.-SUMMARY OF EXPENDITURES PER PUPIL IN FALL ENROLLMENT,
SELECTED STATES, 1965-66

Item
Cali- Con-

fornia necticut
1 2 3

TOTAL INSTRUCTIONAL EXPENDI-
TURES $398.72 $424.47Instructional staff expenditures 354.08 380.79Principals and assistants 25.23 22.73Supervisors 5.18' 8.43Classroom teachers 306.19 332.92Librarians

3.64Guidance personnel 17.48 11.29Psychological personnel r 1.71Other d .07Other instructional expenditures 44.64 43.68Secretaries and clerks for
instruction 20.53 11.24Textbooks 4.18 7.12Library books and periodicals 2.50 2.57Teaching supplies d 10.05Other instructional supplies and
expenditures 17.43 12.70

TOTAL OTHER SCHOOL EXPENDI-
TURES 149.96 122.79Other school services 40.26 43.48Attendance

Health 5.82 7.44Transportation 11.93 21.19Food 9.09 7.58Miscellaneous 13.42 7.27Operation and maintenance 66.93 64.17Operation of plant 48.81 dMaintenance of plant 20.12 .1Central office expenditures . 17.33 15.14
Superintendents, assistants, clerks'

salaries 14.89 .1Other expenses 2.44 liOther . .... 25.44 kRetirement paid by local units 17.25 k
Other district fixed charges 8.19 L

TOTAL OTHER EDUCATION EXPENDI-
TURES

39.00 37.23Retirement paid by state 14.02 31.00Intermediate unit expenditures 12.52Education deportment expendi-
tures

12.46 6.23Administration of education de-
portment and state board . 3.81 6.02Other 8.65 .21

TOTAL CURRENT EXPENDITURES
. $587.68 $584.49

TOTAL CURRENT EXPENDITURES PER
ADA (U.S. OFFICE OF EDUCATION.) $592.00 5625.00

Supervisors included with principals.
b Includes librarians and guidance personnel.r Included in guidance expenditure.
d Nat reported.
" Included in classroom teachers.
s Included in other staff.
g Included in instructional staff.
*Included in other instructional supplies and expenditures.Included in other instructional supplies.

Includes special projects.
k Included in miscellaneous under other school services.1 Retirement for education department employees.

Illinois Michigan
New

Jersey
New
York

Penn
Sylvania

4 5 6 7

$364.91 $337.57 S401.18 5495.61 $347.86328.29 308.36 365.13 455.41 311.4611.84 19.14 19.70 47.65 13.55
3.51 4.00 4.69 5.92301.151. 271.15 324.22 391.51 279.44

.1 3.94 4.74 " 4.384 6.75 8.63 12.35 7.1510.76 .67 2.29 1.86 r
1.03 2.71 .86 2.04 1.0236.62 29.21 36.05 40.20 36.40

11.00 10.50 11.37 e h
3.60 3.95 6.29 6.42 6.163.75 2.67 4.25 1 6.3610.44 8.42 10.98 19.08 10.92

7.83 3.67 3.16 14.70 12.96

153.09 124.30 173.72 270.87 150.0729.81 27.39 65.6.4 64.09 39.05
1.01 1.71 1.15 2.69 1.594..0 1.31 8.85 10.57 7.7014.65 17.45 16.96 37.59 20.138.66 6.74 6.61 8.93 7.40.89 .18 32.071 4.31 2.2379.66 Y0.27 70.61 78.79 60.1965.48 54.08 51.25 d 43.5014.18 16.19 19.36 d 16.6922.59 16.63 20.28 25.37 22.32

16.67 13.11 16.38 17.42 18.885.92 3 .i2 3.90 7.95 3.4421.03 10.01 14.19 102.62 28.5113.87 2.25 7.24 93.85 21.417.16 7.76 6.95 8.77 7.10

21.46 38.59 55.20 7.92 25.6017.49 34.86 50.63 .231 20.771.39 e .39 2.02

2.58 3.73 4.18 7.69 2.81

2.17 2.40 3.23 4.63 1.94.41 1.33 .95 3.06 .87
$539.46 $500.46 $627.10 S774.40 $525.53

$590.00 5551.00 $680.00 $858.00 $559.00
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two states are the least accurate of the
seven states involved.

Once per-pupil costs of education
have been determined. it is necessary
to examine components of the over-
all costs if differences among states
are to be explained.

Analysis of Educational Expenditures
Au analysis of educational expendi-

tures among the states selected was
made for 1965.66 by issing pupils in
fall enrollment as the pupil base for
comparison. This was used since the
method of arriving at fall enrollment
among the selected states was con-
sistent whereas considerable variations
exist among the states in determining
average daily attendance. Fall enroll -
went information was obtained from
the U.S. Office of Education publica-
tion, Fall 1965 Statistics of Public
Schools, since enrollment information
reported in Statistics of State School
Systems is an accumulative enrollment
figure.

Problems in Analyzing Educational
Expenditures by Components

The comparability among states of
an educational component cost analy-
sis is difficult to determine since states
vary in their reporting procedures
when identifying expenditures by
item. States sometimes combine items
when reporting; such combinations
must be executed for the other states
when making comparisons of cost. For
example, New York State combines
expenditures for administrators and
supervisors. The cost for these two
items must be combined for the other
states in comparisons with New York
Sum

Analysis of Educational Personnel
An analysis of educational per-

sonnel among selected states was de-
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eloped by using Part 1 of Preliminary,
Statistics of State School Systems,
1965-66 as the source of information.
States again varied from the U.S.
Office of Education definitions, caus-
ing considerable differences among
states in the manner of identifying
segments of total instructional staff.
These variations cause some distortion
among states when staff categories are
compared. Over-all total instructional
staff statistics should be reliable and
comparable. Fall enrollment was again
taken from Fall Statistics of Public
Schools, and elementary and second-
ary fall enrollment was taken from
Table 4 of the same publication.

Identifiable instructional staff com-
ponents, as seen in Table I in-
clude principals. supervisors, class-
room teachers, librarians, guidance
personnel, psychological personnel,
and other personnel. Information was
also available for central staff per-
sonnel, other central staff personnel,
and personnel of the state education
department. Special teacher informa-
tion was not reported by states in a
manner which would produce com-
parable results among states and so
was not presented.

Owing to inconsistencies in report-
ing procedures among states and lack
of correlation between reported fiscal
and program information, it was im-
possible to develop teacher salary or
elementary-secondary cost relation-
ships which would be comparable
among states.

Improved Reporting

It is hoped that as a result of this
study, problems now existing which
cause distorted cost comparisons
among states may be overcome, thus
yielding more accurate comparisons
in the future.



PPBS and MIS: Their Role in Managing Education

Joseph A. Perkins, Jr.

SINCE: Tn: ADMINISTRATION of educa.
tion has become an accepted disci.
Aline, there has been little or no
significant change in how we budget
and manage the resources committed
for education. Management tools de-
veloped for other government:1', opera-
tions and for industry are now being
retailored to meet the increasing prob-
lems of resource management in edu-
cation. The purpose of this paper
is to examine two of these tools, plan-
ni ng-programming.budgeting (PPB)
systems and management information
systems (MIS), and their relationship
to each other.

Increasing publicschool expen0i
tures have led to the search for ways
to use the available resources more
effectively and efficiently. Tax and
manpower resources which are needed
to support public services are clearly
limited. Because public education has
been called upon to solve economic
as well as social problems, expendi-
tures for education will continue to
claim a significant share of the tax
dollar. Since these expenditures are
rising and available tax resources are
being stretched, the public is demand-
ing better justification of educational

Dr. Perkins is Principal, Peat, Marwick,
Mitchell & Co., Certified Public Accountants,
Washington, D.C.

costs. The growing unrest among tax-
payers is evidenced by the increasing
failures of levy and bond issue elec-
tions, sonic causing the dramatic clos-
ing of schools.

For years, school administrators
have done a poor job of telling the
story of budget needs to the public.
No real effort has been made to talk
about the cost of educational pro-
grams and the effectiveness of our
processes and methods.

For years, school officials have been
able to report the transportation cost
per pupil/mile, per bus, and per
route. Similarly they know the costs
of cleaning, heating, and maintaining
a school building, feeding a child, or
running an athletic program. How-
ever, very few can tell what it costs
to raise a child's reading or computa-
tional skill to a higher level, nor can
they say if more or less should be spent
to achieve this new level in a longer
or shorter time, nor are they sure if
they are communicating to the tax-
payers these objectives in relation to
costs.

Against this background, school of-
ficials are becoming more cognizant
of the need for a more responsive and
timely system which will effectively
communicate the cost of educational
outputs. They need a system which
will allow for better decision making,
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alternative selections, planning, and
forecasting. PPBS appears capable of
meeting these needs.

PPB Defined

planning-programming.budget-
ing !Astern is an integrated system that
provides school executives with better
information for planning educational
programs and for making choices
among the alternate ways in which
funds call be allocated to achieve the
school district's established objectives.
It aids the decision-making process by
identifying goals and objectives, the
programs to reach these objectives,
the methods of evaluating the pro-
grams, and the cost of operating them.

The analysis and evaluation which
are central to the implementation of
a PPB system require identification of
the public-school end-products. Analy-
sis requires that activities be con-
sidered as they relate to each other.
Therefore, the search for alternative
ways of meeting defined objectives are
considered through various combina-
tions of personnel, facilities, and ma-
terials to bring about the desired edu-
cational product.

The important question routinely
asked in the course of PPB imple-
mentation is, How much additionally
would be gained by way of achieving
the defined objective through spend-
ing more or less for the purpose?

Within PPB, the familiar processes
of program development and budget-
ing are explicitly combined. It is a
system in the sense of centering on
program goals, objectives, and evalua-
tion. The value of PPR in education
results not from the individual tech-
niques that nave been developed, but
from the integration of them into a
system and their procedural applica-
tion to educational decision making.

124
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PPB Concepts

In an educational setting, PPB is
based on three concepts:

1. The existence in each school dis-
trict of an analytic capability which
carries out continuing in-depth analy-
ses by redwing objectives and pro-
grams to quantifiable units so that
these programs can be evaluated

2. The existence of a multi-vear
planning and programming process
which uses au information system to
present data in meaningful categories
essential to the making of major deci-
sions by school administrators

3. The existence of a budgeting
process which can take broad program
decisions, translate them into more
refined decisions in a budget context,
and present the appropriate educa-
tional program and financial data for
action by the superintendent of
schools and the board of education.

PPB Essentials

Further, PPII in education must
have the following four essentials:

1. An outputoriented educational
program structure which presents data
on all of the operations and activities
of the schools in categories which re-
flect the schools' goals and objectives

2. Analyses of possible alternative
objectives of the schools and of the
alternative programs for meeting these
objectives (Many different techniques
of analysis will be appropriate, but
central to this step should be analyses
in which alternative educational pro-
grams will be compared with respect
to both their costs and their benefits.)

3. Adherence to a time cycle within
which well-considered information
and recommendations will be pro-
duced when needed for decision mak-
ing and for the development of the
budget and educational program



1. Acceptance by line officials. with
appropriate stall support. of responsi-
bility for the establishment and effec-
tive use of the system.

PPB Products

The products of such a system in
education will include:

I. A comprehensive multi-year pro-
gram and financial plan systematically
updated

2. Analyses of program results re-
lated to objectives prepared annually
and used in the budget preview, spe-
cial studies in depth from time to
time, and other information which
will contribute to the annual budget
process.

The over-all system is designed to
enable each school district to:

I. Make available to board mem-
bers and administrators more con-
crete and specific data relevant for
their broad decisions

2. Describe more concretely the
objectives of educational programs

3. Analyie systematically and pre-
sent for the board's and the -superin-
tendent's review and decision, possible
alter :Itive objectives and alternative

,tional programs to meet those
objectives

Evaluate thoroughly and com-
pare the benefits and costs of educa-
tional programs

5. Produce total, rather than par-
tial, costs estimates of educational
programs

6. Present on a multi-year basis
the prospective costs and accomplish-
ments of educational programs

7. Review objectives and conduct
educational program analyses on a
continuing year-round basis instead
of on a crowded schedule to meet
budget deadlines.

PPB Cycle

The schematic diagram on page 126
shows the PPR systems cycle. The
elements are:

I. The needs of the community
must first be identifiedthe needs of
the children, adults, business and in-
dustry. and other governmental units.

2. These needs must then be trans-
lated into goals. Goals are general
statements of purpose or intent; they
are not related to a specific period
of time, and they are not quantifiable
or measurable in any way other than
by a broad subjective review. These
goals need to be arranged in hier-
archical structures in order that they
may be broken down into manageable
units. A typical goal structure is
shown on page 127.

3. Objectives,. which are desired
quantifiable accomplishments within
a time framework must next be de-
veloped. These objectives must relate
to a goal, be measurable, state the
method of measurement, indicate the
evaluative criteria, and state the time
period for achievement. A typical
objective structure is shown on page
128.

1. When the goals and objectives
have been developed, approved, and
documented, it is necessary to develop
programs to accomplish the objectives.
In most school districts these programs
already have been documented in the
form of course outlines or curriculum
guides and often include sonic objec-
tives. At this point, the evaluative
instruments which will be used to
assess the program operation should
be identified.

5. The dollar figures must next be
developed in the form of a budget
for the approved programs. Not only
is the budget for the next year pre-
pared, but financial plans for several
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TYPICAL GOAL STRUCTURE

GI

I

S I_ s

i

I

1

G2

1

G3

I

I

G4

S

GI To provide all students the opportunity to develop skills and characteristics
enabling them to gain employment.

G2 - To provide all students the opportunity to develop skills and characteristics inbusiness, industrial arts, and agriculture.

G3 - To provide all students the opportunity to develop skills and characteristics intyping, shorthand, bookkeeping, and office machine operation.

G4 - To provide all students the opportunity to develop skills and characteristics inbookkeeping.
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TYPICAL OBJECTIVE STRUCTURE

G,
01

G

O

I

G

0

i

G

0

G

O

01 For ninety percent of the graduating
seniors that wish to enter the labor
force to gain employment in business
within months of graduation as mea-
sured by a district survey.

02 For ninety percent of graduating se-
niors that wish to enter the labor
force gain employment as desired in
business, industrial arts, and agricul-
ture within three months of gradua-
tion as measured by a district survey.

03 For ninety percent of the business
curriculum students to meet the fol-
lowing standards:

Typing 40 words per minute as
measured by the IBM test with 90
percent accuracy
Shorthand 60 words per minute
as measured by the Gregg test
with a 2,000 word vocabulary

128

G2

02

I

G3

03

I

G4

04

Bookkeeping demonstrate
understanding of journals, income
statements, and balance sheets as
determined by classroom tests
Office Machine Operation mean
score equal to national average on
NCR tests

04 Upon course completion ninety per-
cent of students will be able to
accomplish the following based on
classroom tests:

125

State and understand the basic
accounting equation of double
entry bookkeeping
Understand the function of and
make journal entries
Understand three depreciation
calculation methods



years, usually five, are developed. This
Multi -Year Financial Plan is gecerally
a significant departure from the cur-
rent practice of developing budgets
for only the following year. It is at
this point that alternative budgeted
programs are examined and selected
on the basis of the resources avail-
able.

6. In the PPR cycle the next activity
is the actual operation of the programs
and the management of the resources
to implement them. These resources
are, of course, the people, places, and
thingsthe staff, buildings, supplies,
and equipment.

7. The final step in the cycle is to
evaluate the effectiveness of the pro-
gram operations against the criteria
established for the various program
objectives. The process then recycles
by using the evaluation information
to deterniine whether objectives were
attained or were not attainable be-
cause of either program or resource
limitation.

A I'PB system is a constantly chang-
ing process. The initial effort to start
a system requires that all current pro.
grams and activities be subjected to
this systematic analysis process. As
ineffective programs and activities are
purged from the system, their replace-
ments are subjected to the same
process.

Large and Small District Data Needs

The level of sophistication, or depth
of detail, for the data developed in
school districts will be determined pri-
marily by two factors: (a) the size of
the district and (b) the progress made
in background essentials for PPB (e.g.,
goals, objectives determined, and cost
accounting system in effect). The
number of tasks required to convert
current data to PPB depends on the
size of the district: the larger the dis-

trict, the more tasks required. Larger
districts require development and
documentation of more goals, objec-
tives, criteria, and programs. 1Vhere
districts have made significant prog-
ress towar:1 the development of an
operational PPB, the effort will be in
adapting and improving what has
been accomplished consistent with the
designed system. Where a district has
not yet commenced a data system,
significant effort will be required to
develop and document (at even a gross
level) goals and objectives, evaluation
criteria, programs to perhaps one
level, and to initiate a budget and cost
accounting system. Considering these
factors, it is expected that the level
of detail and sophistication of the
PPR will vary among school districts.

It should be noted here that the
utilization of data-processing equip-
ent will greatly enhance a PPII sys-

tem. The volume of data to be han-
dled in fully expanded PPR is huge,
and any method to speed up the
processing of data and the develop-
ment of management reports should
be used. However, districts which are
currently using manual or electric ac-
counting machine systems can still ac-
complish the major steps for PPR.
Goal identification, objective quanti-
fication, and evaluation criteria do
not mandate data processing.

Costs can be kept by broader pro-
grams and levels. Many districts have
done this for years without the aid
of EDP. It may mean the expansion
of the existing accounting system by
the addition of more individual ac-
counts, but many school districts have
been regularly keeping detailed cost
data on their operations.

Management Information Systems
The investigation of current in-

formation requirements and operating
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systems usually reveals varying degrees
of detail in local school districts. Five
major categories of data must be
developed in order to estimate, evalu-
ate, and report within the multi-year
framework of a PPII system. They
pertain to pupils, programs, person-
nel, facilities, and finances.

Pupil Data

One of the major ingredients of
PPB is program evaluation. The cri-
teria developed in each district to
evaluate programs will vary and may
include not only classroom test re-
sults, but other pupil statistics such
as dropout rate, college entry rate,
or returntoschool rate. The school
districts implementing PPB will find
it necessary to record such statistics
in a consistent format, and report
them in specific time frames and
against specific programs. The dis-
tricts should also be prepared to
utilise these statistics in the prepara-
tion of new laugrams, as well as in
the evaluation of current programs,
and to maintain such statistics for
long periods of time to develop he-
havior patterns, trend reports, and
long-range program evaluations.

In the multi-year financial planning
portions of PPR, the districts will find
it necessary to project pupil enroll-
ment data, not only in number of stu-
dents, but also in socioeconomic
changes within the community.

Program Data
Goals, objectives, evaluation cri-

teria, and program memoranda per-
taining to each individual program
operating in the school district must
be recorded, stored, and reported for
the successful operation of a school
district PPR. This is true for both
the educational programs (i.e., mathe-
matics, English, social studies), as well

130

as the special programs (counseling,
career guidance, and ancillary services,
transportation, maintenance, custo-
dial).

Personnel Data

At least two major clusters of in-
formation on school district employees
are required by a PPB system: payroll
information and assignment informa-
tion. Within the PPB framework, a
district may choose to distribute the
first-grade teachers' pay to several dif-
ferent first-grade programs, while
charging all of the kindergarten
teachers' salary to a single preschool
program. For a high-school Spanish
teacher who works two periods a day
as a counselor, who is an assistant foot-
ball coach three months of the school
year, and who teaches driver training
on Saturdays, specific portions of this
teacher's salary must be pro-rated to
the Spanish program, the counseling
program, the physical education pro-
gram, and the driver training pro-
gram.

Facilities Data

The expenses involved in the opera-
tion of each school district facility
must be recorded by specific facility to
accommodate the information storage
and reporting requirements of a 11111
system. This will require the develop-
ment of location and sublocation
codes and the assignment of these
codes to such items as inventory sup-
plies, maintenance projects, and con-
struction projects in the school dis-
trict.

Financial Data

In addition to the program-oriented
budgeting and accounting, the tradi-
tional function-oriented budgeting
and accounting should be maintained
by responsibility levels (organiza-
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tional units), fund, and functional
areas as long as they are required. It
should be emphasized that in order
to preserve data comparability for
state, federal, and local analyses by
existing functions, such as instruction,
administration, and transportation,
budgets can be cast in both ways, i.e..
by line item within the function for-
mat and in a program format.

A caution should be inserted here
to allay the fears of educators who
are unfamiliar with school fiscal af-
fairs. Accounting, enriched by its sib.
lings of cost accounting and budget-
ing, is crucial for the successful
operation of PPB, but it is merely
a tool o[ the organization, not the end.
Educational decision makers must
guard against forming conclusions
about instructional activities solely on
the basis of costs. Costs must be
known better than they normally are
in schools, but costs must be weighed
against benefits aml values held by
citizens for the development of their
children.

Managment of Local School Systems

PPB systems and management infor-
mation systems must be designed for
local educational agencies to first pro-
vide for good management o[ the re-
sources and programs. Information
as an output from these systems must,
as mentioned earlier, allow for better
decision making, planning, alterna-
tive selecting, and forecasting. Infor-
mation for reporting to the state and
federal levels should be an automatic
byproduct of these systems. As more
and more states and the federal gov-
ernment move to adopt PPBS for
managing at their respective levels,
it would be desirable to have the in-
formation output from the local
agencies be an automatic input to the
higher levels.

Conclusion
PPB provides a new approach to an

old problem, that of better utilizing
our limited resources in hope of im-
proving the learning process.

School administrators hold one of
the most demanding jobs in the na-
tion. The selection of program al-
ternatives is no less promising in its
potential payoff at the school district
level than at state and federal levels,
but to date, there is little application
of PPB among school districts. This
is caused by (a) the lack of specific
knowledge of PPR, its associated tech-
niques, and its potential rewards on
the part of most school administrators,
and (b) the shortage of qualified ana-
lysts and selecte6 personnel to design,
implement, and operate successful
PPB systems.

Although these deterrents force
some administrators and boards of
education to shy away from investigat-
ing PPB, it is encouraging to see
others- pioneering with this new tool.
Technical advisory help is now avail-
able to school districts that wish to
venture. California is involved in the
development o[ a model PPB system
for all local districts of the state, the
Dade County (Miami) School System
in Florida has a joint PPB project
with the Association of School Busi
ness Officials, and several individual
school districts have initiated projects.
Workshops and inseryice programs
are available.

If education is to hold a priority for
expenditure of tax resources, and if
the American taxpayer is to get better
justification for his tax dollar, school
officials now have the opportunity to
utilize PPB, undergirded by an MIS,
as a new decision-making tool to com-
municate more clearly the necessity
for such expenditures and the manner
in Which the tax dollar is being spent.
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An Overview of Planning-
Programming-Budgeting Systems

John IV. Dorsey

YOU HAVE PROBABLY IIEARD about
planningprogramming-budgeting sys-
tems (PP13) either in the Context of the
McNamara era in the Department of
Defense where PPB was applied to
major defense problems, or in the
context of the federal nondefense
applications which have occurred
since 1965. Or perhaps you have
read about it in the literature of
many different disciplines; it has been
written about widely in many subject
areas. PPli was "in" during the John-
son administration, and 1 think it is

also going to be "in" (luring the Nixon
administration. President Nixon has
appointed an assistant director of the
Bureau of the Budget in charge of
planning-programming-budgeting sys-
tems, which, at least, indicates that
he holds the system in high regard and
plans to continue it.

Some state governments have also
developed a strong interest in PPB.
California and Wisconsin are well
along in their systems, and Maryland
has been working on a management
information and planning system for
the past 12 months. Although Mary-

Dr. Dorsey is Director, Bureau of Business and
Economic Research, University of Maryland,
College Park, Maryland.
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land has recently changed governors,
the new administration has endorsed
the system and is encouraging its fur-
ther development. Even some coun-
ties and cities have been working on
PPI3. The 5.5-5 Project under the
leadership of Dr. Selma J. Mushkin
of The George Washington University
has provided technical advice and as-
sistance to five states, five cities, and
five counties toward the application
of a system and has published a variety
of materials useful to any other local
or state government which may plan
to adopt PPB.

Economic Foundations of PPB

While PPB draws upon many disci-
plines, it finds its strongest basisits
primary justificationin economics.
Economics as a discipline rests upon
the postulate that the wants of men
are unlimited and that the resources
available to fulfill those wants are
scarce. Nearly everyone aspires to
greater and greater things, but the
land, the labor, the capital, and the
management available to satisfy those
wants are scarce. This, then, gives us
a definition of economics: Economics
is a social science dealing with the
allocation of scarce resources to their
most efficient uses in fulfilling the un-



limited wants of men. PPB is the
same kind of thing. It is o method.
ology for assisting in the allocation
of the scarce resources available to
governments so that these resources
may be used in a most efficient way
to fulfill the unlimited wants of the
people the government serves.

Problem of Scarcity

In explaining the problem of scar-
city., the economist often uses a simple
device called a production possibility
model. To illustrate, I shall make
four assumptions: (a) There is full
employment of resources in the econ-
omy. (b) The supply of resources is
fixed; that is, the amounts of land,
labor, and capital available arc not
increasing or decreasing. (c) Tech-
nology is constant; that is, the meth-
ods of production are not changing.
(d) This is an economy in which only
two things are produced. On the
assumption that the two products
are gin and bourbon, the production
possibility schedule shows the alterna-
tive combinations of gin and bourbon
that could be produced by this hypo-
thetical economy. For example, you
could have 10 barrels of gin and no
bourbon, or four barrels of bourbon
and no gin, or the various combina-
tions of gin and bourbon that are
shown below:

Production Possibility Schedule

Bourbon (barrels per day) 0 I 2 3
Gin (barrels per day) 10 9 7 1 0

Opportunity Cost

This simple model illustrates a
fundamental principle of economics
the principle of opportunity cost. The
opportunity cost of any product is
the amount of alternative products
which must be foregone. In other
words, if you are producing 10 gin

and no bourbon, but you want to pro-
duce some bourbon, you have to give
up sonic gin. The opportunity cost
of the first barrel of bourbon is the
one barrel of gin you must sacrifice
in order to produce the bourbon. The
opportunity cost of the second barrel
of bourbon is the two barrels of gin
you must sacrifice. Society must,
therefore, choose between gin and
bourbon, and must decide how much
of each to produce.

vivid illustration of the oppor-
tunity cost principle is the tax sur-
charge currently levied on the federal
income tax. The tax surcharge in-
creases the tax payable by 10 percent
per year. If, for example, you had to
pay $300 additional tax, the oppor-
tunity cost is the $300 of goods and
services sacrificed because of the
higher tax payments.

Tradeoff Between Public and
Private Sectors

We can, thus, use the production
possibility chart to examine the
tradeoffs in the allocation of resources
between the public sector and the pri-
vate sector. Let us represent the pub.
lie sector with schools and the private
sector with discotheques. The oppor-
tunity cost of the first million dis-
cotheques or night clubs is 1,000
schools. As we increase production of
private goods, public goods must be
sacrificed:

Production Possibility Chart

Schools (000) 10 9 7 1 0
Clubs (000,000) 0 I 2 3

If the economy has sonic unemploy-
ment, it is possible to increase the
production of both schools and night
clubs without giving up either. Or if
more resources become available
more labor, more land, more capital
it is possible to have more schools and
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more clubs. Or if technology changes. have a price system. We do not have
new methods of production become profit motives. We do not even haveavailable. it is possible to have lime revenues for most government services.
schools and more night clubs. Hut, if If the pricing system and the profit
none of those things happens. we must motive are such efficient allocators of
choose between schools and clubs. resources, why do we not use them

in the public sector to allocate re-The Pricing System and coerces there? It would be possiblethe Private Sector
to use them in some areas of the pub-
lic sector. but totally impossible in
others. Here are five categories which
are illustrative of the different kinds
of things produced by the public sec-
tor.

Category one is collective goods,
and for collective goods it is impos-
sible to use a price system. An example
is national defense; it cannot be dis-
tributed to particular individuals on
the basis of whether or not they' are
willing to pay for it. We either have
national defense for everyone, or we
do not have it for anyone.

The second category of goods is an
area where a price system is con-
ceivable, but is not practical; for
example, fire protection. We could
bill people according to the sin! of
the fire that was put out, but certain
problems come to mind immediately.
1Vhat happens if a person's credit
rating is poor? Would the fire de-
partment respond? Or would they
respond only where high profits seem
assured? Thus, the pricing system
would seem to be an impractical way
to allocate fire protection resources,
and, therefore, fire protection is gen-
erally put in the public sector. Police
protection is the same type of thing.

A third category is where the pric-
ing system would work, but we have
decided not to use it for social reasons.
Education is a classic example. We
could put education strictly on a pric-Different Kinds of Public Goods big system. NVe could bill parentsIn the public economy we do not according to the number of children

have the same advantage. We do not they have in school. Parochial schools,

In the private economy these de-
cisions are made in a rational way
through the pricing system. Govern-
ents do not have to intervene, ex-

cept on occasion. 11w interaction of
private groups within society answers
the basic questions with which we are
concerned. The consumer has a cer-
tain dollar income to allocate to
satisfy his numerous wants. Ile ranks
the alternative possibilities according
to the amount of utility or satisfaction
that he gets from each of them per
dollar spent, and then spends his dol-
lars until his income constraint is
reached. While the consumer is try-
ing to maximize his satisfaction, the
businessman is trying to maximize his
profits. lie examines his revenues and
costs, and then sets his prices and out-
put so that his profits are as high as
possible. The interaction of con-
sumers trying to maximize their sat-
isfaction and businessmen trying to
maximize their profits results in re-
source allocation, which a MUTES the
fundamental questions of any eco-
noic system: What will be produced?
Flow will it be produced? and Who
will get it? These basic questions are
answered through the market system
with a minimum amount of govern-
ment intervention. The price system
does it. The profit motive does it.
Incentives do it.
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private schools, and universities do it.
However, a long time ago we fought
the battle of the public school system.
It was decided that it was socially
desirable to have everyone exposed to
at least a minimum of education, and
that it was good for each of us to have
the others of us educated. Therefore,
the educational system was taken out
of the private sector and put into the
public sector, and the price system was
not used to allocate resources.

Other areas xvhich must be public,
or should be public, are areas where
there are social costsareas where the
private producer has no incentive un-
der a price or profit system to elim-
inate certain social costs which he im-
poses tijmii all of us; for example, air
pollution or water pollution. The
steel producer has no incentive to
eliminate air pollution because it in-
creases his costs to do so, and if his
competitors did not take steps to elim-
inate pollution, the one producer who
did eliminate it would have higher
costs than the other producers. So. if
social costs are to be taken into
account, government must intervene.

Another area is where there are
extremely high risks. If the risks are
so great that profits are not reasonably
certain, the private economy will not
undertake the venture. An example
is space exploration. The private econ-
omy cannot afford the billions and
billions of dollars that it takes to put
a man on the moon, since the payoff
is so uncertain. It is not clear what
profit opportunities are on the moon;
and so if moon exploration is to be
undertaken, it has to be done by the
public sector rather than by the pri
vate sector.

Whether a Good Is Public or Private

These broad decisions about what
should appropriately be public and

what should appropriately be private
are usually made through the political
process. Once the decision is made
that defense, education, and health
care arc to be public commodities,
government agencies must decide what
is the best way to provide national
defense, what is the best way to pro-
vide education, and what is the best
wa to provide health protection.
Since there is no price system, profit
motive, or revenues to guide these
decisions, some other device is needed
to determine the allocation of re-
sources in the vital and ever-growing
public economy.

The PPB System
In the past sonic of us may have

relied a bit too much on intuition and
the law of averages rather than on a
more strnaured, systematic process
of analytical decision making. PI'll
is a concept which says that govern-
ments are concerned with broad ob-
jectives, but the resources available to
governments are limited. The system
is basically an economic system pred-
icated on the idea that there is never
enough of anything to do everything,
and that the cost of any kind of action
or decision consists of the oppor
tunnies that are sacrificed in taking
that action. The principle of oppor-
tunity cost applies. Furthermore, any
factors of production employed in the
past are sunk costs which should no
longer be considered. Rather, we
should look to the future and find
out what the marginal costs and bene-
fits of particular decisions are.

The PPB Components

Planniiig is the process of deter-
mining objectives. (When PPB was
implemented in the federal govern-
ment, it was amazing how many fed-
eral government agencies had never
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explicitly determined what they were
supposed to be doing.) Programming
is tly.: steps or independent activities
which enter into the attainment of a
specified objective. And, of course,
budgeting is the process of system-
atically relating the expenditure of
funds to the accomplishment of ob-
jectives. Programming bridges the
gap between planning and budgeting
and concerns resource allocation,
transforming inputs into outputs,
measuring the costs, feasibility, and
effectiveness of alternative courses of
action, trying to get the greatest belle-
fit from any given expenditure, and
continuous program appraisal and
reappraisal. Therefore, PPII is a
methodology for organizing decision
making. PPB does not make deci-
sions; people make decisions. PPB is
a system to help people make better
decisions by forcing an explicit de-
lineation of objectives in quantitative
terms, if possible; by encouraging a
systennatic comparison of benefits and
costs; and by projecting activities over
an adequate time horizon. Budgeting
used to be concerned with next year.
Under PPB, it is supposed to be con-
cerned with five years from now or
even 10 years front now. We must
consider the consequences of all the
things we are doing now for five, 10,
or 15 years in the future.

History of PPB
PPB is not entirely. new. As a mat-

ter of fact, there is not much in it that
is new. The Dupont Corporation and
General Motors were early users of
program budgets in private industry.

The federal government used a
form of program budgeting from 1940
to 1947 in the controlled materials
plan, a device to allocate the scarce
resources available for World War II.
David Novik, who is now at the Rand
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Corporation, was in charge of that
plan and used cost effectiveness tech-
niques to decide how the strategic re-
sources needed in World War 11
would be allocated to possible alterna-
tives uses.

Hitch and McKean's Economics of
Defense in the Nuclear Age I was the
first really systematic application of
economics and systems analysis to
the problem of national defense.
Under President Kennedy and Sec-
retary Robert McNamara, Hitch be-
came Assistant Secretary of Defense in
charge of systems analysis: that
point. PPB was born in the federal
government. In 1965, President John-
son decided that the success of PPB
in the Department of Defense had
been such that the system should be
extended to all civilian agencies of
government.

Another way of looking at this
evolution is to consider the stages of
budget reform as they have been laid
out by Schick.= There are really three
functions of budgets: control, man
agement, and planning. All budgets
have some aspects of each of these,
but over time the emphasis on each of
these characteristics of budgeting has
changed. During the 1920's and 1930's
the budget was largely a control de-
vice, and its principal function was to
make sure that funds were spent as
they were supposed to be spent.
Accounting was the dominant skill in
budgeting during this period.

During the 1930's and 19-10's, man-
agement became more important in
budgeting. The professional manager
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took over from the accountant as the
budget officer, and efficiency measures
were generated which made the
budget a useful managerial tool. The
Hoover Commission Reports added
and accelerated this process.

By 1960, planning was emerging as
an important third aspect of budget-
ing, and, indeed, under a full PPB
system, planning would be the most
important aspect of the budgeting
process. Under PPM, economics be-
comes the dominant skill.

Past Budgetary Defects
Corrected by PPB

The systems which preceded PPB
were deficient in a number of respects:
They did not specify concretely the
accomplishments of existing programs
or the planned accomplishments of
new programs; they did not identify
alternatives; they did not show future
year costs; and they did not talk about
marginal datahow much of an incre-
ment each program will be getting
and what that means in terms of
value received. They did concen-
trate on efficiency and on work rather
than on value and product.

In PPB systems the budget is formu-
lated to tell you what government is

doing and how well the things govern-
ment is doing conform to the objec-
tives which have been established.
Structurally, a program budget is out-
put oriented. It focuses on what
government is doing, rather than on
how many paper clips, rubber bands,
supplies, services, and salaries (inputs)
were used. It is a program budget
rather than an administrative budget.
And it is usually composed of cate-
gories, subcategories, and elements.

Categories are groupings of agency
activities which serve the same broad
objective. Subcategories are a further
breakdown of activities on the basis

of narrower objectives. Elements are
the specific products, i.e., the goods
and services, which contribute to the
agencies objectives. For example, a
department of public welfare might
have the following programs: family
services, child welfare services, services
to the blind, services to the aged, aid
to the disabled, special aids to local
units of government, and aids to in-
dividuals. The child welfare service
program might be further broken
clown into subprograms as follows:
child center, boarding home care for
foster children, special project, aid to
dependent children, licensing and
direct services, and community and
county services.

As an example of a program struc-
ture for education we might use one
prepared by the State and Local
Finances Project,' for the objective of
educational opportunity. Under that
might be preschool educational assist-
ance which includes Head Start
Annual, Head Start Summer, and
Migrant Day Care. There might be
elementary and secondary educational
assistance which includes neighbor-
hood youth corps in-school programs,
neighborhood youth corps summer
program, CAP Remedial Title I, and
Migrant Youth.

Analysis in PPB

Once the structure of a program
budget is formulated, starting with
the objective and then breaking it
down into the categories and sub-
categories, the next important in-
gredient is analysis. You cannot

3 State-Local Finances Project of The
George Washington University. Planning for
Educational Development in a Planning, Pro-
gramming, Budgeting System. Prepared for
the Committee on Educational Finance,
Washington, D. C.: National Education Asso-
ciation, 1968. p. 39-96. $1.00. #511-20830.

134
137



his intuition, knowledge, judgment,
etc. It is not an attempt to computer-
ize the clecisionmaking process. Com-
puters do not make decisions either;
they are just useful tools. It is just not
another way to save money. As a mat-
ter of fact, it will cost a great deal of
money to fully implement it. It is not

another budget, and it surely is not
the answer to every problem involving
every issue. But if it is successful, it
will be successful simply in having
present& a better format to decision
makers, more information on which
they can then make a more intelligent
rational decision.



Planning-Programming-Budgeting Systems:
Boon or Bane for Cost-Effectiveness Studies

Orlando F. Furno

REGARDLESS OF HOW school budgets
are prepared, all involve a budgetary
process. Such processes differ through-
out the United States. With relative
certainty we can say that great troubles
lie in store for those who willfully
short circuit the democratic process of
public and staff involvement in the
budgetary process. Everyone wants to
get into the act and he should. Democ-
racy requires that our citizens be
heard on school matters and that their
opinions be respected. This is what
makes budgeting a complex process,
and this is what also makes it so in-
teresti ng.

We are concerned here about prob-
lems associated with computerizing a
financial accounting system and with
measuring costs. In the first instance
we are concerned principally with
planning-programming-budgeting
(PPB) systems, particularly with de-
fining programs, activities, and sub-
activities as well as with delineating
specific goals, aims, and objectives. In
the second instance, we are concerned
with a system approach to capturing

Dr. Furno is Assistant Superintendent, Di-
vision of Research and Development, Balti-
more City Public Schools, Baltimore, Mary-
land.

financial and personnel statistics, par-
ticulaly with respect to costs asso-
ciated with specific programs, activ-
ities, and subactivities defined in PPB
systems.

A PPB system should mean precisely
what it implies; namely, planning a
budget in terms of program needs. A
PPB system does not itself ensure that
planning will occur or, more impor-
tantly, that such planning will be
efficient and effective. I cite as evi-
dence several large school districts
which have prided themselves on hav-
ing instituted new and novel PPB sys-
tems but nevertheless have or will
close down their public school systems
because they ran out of funds. If in
fact planning did take place, surely
such planning was inefficient and in-
effective.

A PPB system implies that programs
can be identified, program goals can
be enumerated, and program costs can
be properly allocated and posted. If
resources to do this are not available
when needed, the school district can-
not undertake meaningful cost-effec-
tiveness studies. What the system has
is a paper PPB system. Cost-effective-
ness or cost-quality studies cannot be
anything but shallow, and certainly
no administrator should be so fool-
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hardy as to base management decisions
upon such cost-effectiveness studies.

We know that cost is affected by
many Variablessocial, psychological,
and political. We know that effective-

ness is difficult to measure and subject
to many different interpretations, both
subjective and objective. Each analy-
sis of cost-ellective»ess in public edu-
catim».aises more questions than it
does answers. This presentation is no
exception. Keeping these factors in
mind, I shall discuss the cost-cflective-
ness relationship in terms of PPI% sys-

tems. To do this requires discussion of
school expenditure, educational val.
rtes, PPII systems, use of computers iu
financial accounting, problems asso-
ciated with the measurement of school
costs, and problems associated with
the measurement of educational val-

ues or effectiveness.

Problems Associated with the
Goals and Objectives of Education

It is one thing to talk about school
quality, and another thing to define,
develop, and delineate the goals and

objectives of education. Over the

years, the aims of education have been
eloquently stated but poorly defined.
Terms such as school quality, dynamic
curriculum, life education, cognitive
domain, affective domain, or realiza-

tion of each child's /rue potential are
not easily subject to measurement.
Costs-effectiveness relationships ca n-

»ot be correctly determined when the
goals and objectives of education are
stated so vaguely.

Clearly, the principal objective of
program budgeting is to secure the
attainme»t of education's goals and
objectives. If programs and activities
are not meaningfully defined and if
performance statistics are not devel-
oped, program budgeting will not
help school administrators any more
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than present school accounting pro.
cedures. In fact, program budgeting
could even result. in making cost com-
parisons more difficult to secure.

According to Hirsch some of the
key characteristics of a useful program
budget are:

Programs should directly and effectively
relate to the nation's major educational ob.

jecti yes.
2. Programs should lend themselves to

meaningful breakdowns and into program
elements that can be readily related to each

other.
3. Programs should have administrative

relevance and provide for administrative

effectiveness.
. Programs should directly relate to source

of funds and facilitate viable intergovern-
mental fiscal relations.

Burkhead considers the following
to be some of the key objectives of a
program budget:

I. It should describe accomplishments, not

just objects of expenditures or things bought.

2. It should reflect meaningful work pro.
grams to all centers of decision making au
thorit y.

3. Program budgeting requires substantial
decentralbation within an organbation both
for the preparation of the budget and for its

execution.

Program budgeting objectives stated
thus sound (lithe impressive, but must
of these educational goals are not sub-

ject to measurement and quantifica-
tion. Even the few goals that are, for

example, national testing and assess-

ment, raise more heat than light. Over

1 Hirsch, Werner Z. "Education in the Pro
grain Budget." Program Budgeting: Program
Analysis and the Federal Budget. (Edited by
David Novick.) Cambridge, Mass.: Harvard
University Press, 1965. p. 178.207.

Burkhead, Jesse. "The Theory and
Application of Program Budgeting to Edu-

cation." Trends in Financing Public Edu-
cation. Proceedings of the Eighth National
Conference on School Finance Sponsored by
the Committee on Educational Finance.
Washington, D.C.: National Education .Asso-

ciation, 1965. p. 180.90.



the years values change. What our
forefathers regarded as touchstones,
we have discarded as irrelevant for
today's world. What we regard as

touchstones today, our children will
cast out tomorrow. Such is the prob
lens we encounter when we try to de-
fine what our values, goals, and aims
should be.

Are we to be left with the dilemma
of developing elaborate cost statistics
through PPB only to find out that we
have amassed these costs without re-
gard to criterion values of effective-
ness? Clearly, PPB systems are to be
useful in cost-effectiveness studies, the
problem of defining, developing, and
delineating the goals and objectives
of education must be resolved.

Problems Associated with
PPB Systems

Purpose of
Program Budgeting

Program budgeting seeks to mea-
sure performance and hold those re-
sponsible accountable. In theory this
reads well, but in practice, program
and performance cannot be so clearly
defined as to be understandable or
to affix accountability. Program budg-
eting will not in and of itself elimi-
nate the school administrator who
must approve the expenditure for
every postage stamp; program budg-
eting will not hold solely accountable
the school administrator whose nature
is such that he bucks every decision
elsewhere. Yet, if program budgeting
is to serve its useful purposes, respon-
sibility must be decentralized, and per-
sons must be held accountable for
performance. Responsibility for jus-
tifying and accomplishing the work to
be done with the money made avail-
able should be defined. Development
of management-oriented financial pat-

terns and encouragement of improved
public services at acceptable cost levels
should be encouraged. The program
budget presents to operating depart-
ment heads opportunities and latitude
in the allocation of monies appro
primed so as to best secure their
missions in the public interest.

Program budgeting is a policy tool;
it emphasizes what is to be accom-
plished with requested funds; it
should outline program goals and pro-
pose a plan for their accomplishment.
Performance budgeting should pro-
vide the necessary data which indicate
how far program goals were attained.
Program budgeting will not quantify
educational objectives, be a good sub-
stitute for inefficient managers, reduce
school costs, or automatically increase
the options available to school admin-
istrators.

Legal Basis for
Program Budgeting

A program budget should delineate
the legal basis which prescribes the
budget process, schedule, composition,
and responsibility for its development
and administration. To my knowl-
edge, no state expressly forbids pro-
gram budgeting. Some states prescribe
how a budget is to be developed, but
this represents no bar to the school
district which desires to develop pro-
gram budgeting. Actually, whether a
school system prepares its budgets in
accordance with Handbook II or in
accordance with program budgeting
procedures, the legal basis upon which
the budget is prepared should be
delineated in the budget document.

Budget Calendar

The budget calendar should indi-
cate when budget forms and manuals
are to be distributed; how the district
is to prepare its budget requests; when
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various interested agencies, stall,
teacher organizations, and individuals
are to have their say; when the budget
is to be reviewed by the school board;
and when it is to be approved by
the electorate in independent districts
or by the municipal authorities in
fiscally dependent school districts
such as Baltimore City. In short, the
budget calendar reflects the orderly
logical processes through which the
budget is approved.

Defining Programs
and Activities

To fully understand program budg-
eting, certain terms must be under-
stood. Programs, activities, sub-
activiiics, chart of expenditure ac-
counts, chart of revenue accounts,
coding of expenditures, and objects
of expenditures must be made clear.
For those familiar with the Handbook
II of the U.S. Office of Education and
school accounting in general, only pro-
grams and activities should represent
new concepts.

For purposes of this paper, the ma-
jor divisions of the PPB system are
called programs. Programs (ideally
mutually exclusive) are divided into
activities. Each program's activities
should be mutually exclusive subsets
of their respective programs. Activi-
ties are further subdivided into sub-
sets called subactivities and should be
mutually exclusive subsets of their
respective activities. On the expendi-
ture side, then, the budget is sliced
into three layersprograms, activities,
and subactivities. Once a subactivity
is defined, its activity program auto-
matically follows because each division
contains mutually exclusive subsets.
Unfortunately too many PPB systems
are confusing hodgepodges when it
conies to meaningfully defining their
major sets and minor subsets.
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Designing a program, activity, and
subactivity structure for PPB systems
which will enable school systems to
compare themselves with other school
systems represents a most formidable
problem. Failure to achieve this prin-
ciple of uniformity will hinder cost-
effectiveness studies considerably.

Comparison of Major
Functions and Programs

Table I compares Handbook 11
major accounts with PPB systems pro-
grams. Insofar as major account classi-
fications in Handbook II and program
in PPB Systems are concerned, they
do not differ greatly, except for the
logical concept that all costs associated
with a given program be posted to that
program. For example, traditionally
funds expended for equipment are
either posted to the 700 Plant Main-
tenance Account if considered re-
placement equipment or to the 1200
Current Capital Outlay Payments
account if considered additional new
equipment.

Comparison of Minor
Functions and Activities

Iii program budgeting, programs
are subdivided into activities. Activi-
ties then can be compared with Hand-
book II subaccounts. While time does
not permit a program-by-program
comparison of activities with Hand-
book 11 subaccount, let us examine
the program called Instruction. Table
2 contains the data for this compari-
son.

Clearly, what we quickly see here
is the confusion between objects of
expenditure and activities. Handbook
II is costing out a program of instruc-
tion in terms of objects of expenditure
rather than in terms of meaningful in-
structional activities. Program budg-
eting still costs out objects of expend-

141



TABLE 1.COMPARISON OF HANDBOOK II ACCOUNTING CLASSIFICATIONS
WITH PROGRAM BUDGET CATEGORIES OF THE CITY OF

BALTIMORE PUBLIC SCHOOLS

Handbook II
categories

Program budget
programs

100 Administration 400 Administrative Direction and Control
200 Instruction 401 Instruction
300 Attendance Services 402 Pupil Personnel
400 Health Services 403 Pupil Transportation
500 Pupil Transportation 404 Operation of Plant
600 Plant Operation 405 Maintenance of Plant
700 Plant Maintenance 406 Food Services.

800 Fixed Charges 407 Student Body Activities
900 Food Services 408 School Community Relations

1000 Student Body Activities 409 Miscellaneous Programs and/or Private Grants
1100 Community Services 410 Special ProjectsFederally Aided
1200 Current Capital Outlay Payments 411 Debt Service Management
1300 Debt Service Payments 413 Special ProjectsState Aided
1400 Outgoing Transfer Accounts

iture but in terms of programs and
activities rather than by principal ac-
count functions only. For example,
Table 3 contains a list of objects of
expenditure actually used in program
budgeting.

Whereas the concepts of program
budgeting may be easily grasped, to
me the terms utilized in program
budgeting, the programs and activities
as defined, do not communicate
clearly. For over a century educators
have worked on costing out educa-
tional programs. If it were an easy
task, program budgeting would have
long ago been an accomplished fact.

Problems Involving the
Structure of Program
Costs

What the structure of program costs
should be, no one really knows. Some
ways that have been proposed arc:
(a) grade level, (b) subject matter, (c)
organizational categories, (c1) services
provided, and (e) project oriented
categories. Some people think that
school districts, particularly the large
systems, should seek to attain the

idealin other words, program costs
for subject matter by grade level, with
costs assigned to each school in the
system. The literature abounds with
such proposals, particularly by college
professors. Before anyone takes his
school system down this primrose
path, he should weigh seriously the
benefits to be derived against the costs
involved. Program costs by subject
matter by grade level by school involve
a vast amount of work because it
necessitates the gathering and manip-
ulation of numerous cost items. Few
systems can easily absorb the great
costs involved in costing out programs
by subject matter by grade level.

Problems Involved in the Installation
of a PPB System

To convert from a particular ac-
counting system to a PPB system in-
volves a series of steps fraught with
problems. If you desire to install a
PPB system, here arc the seven steps
you should follow:

1. Inventory all of your school district's
educational activities.

2. Develop a workable number of programs
and define them meaningfully.
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TABLE 2.COMPARISON OF HANDBOOK II EXPENDITURE SUBACCOUNTSWITH PROGRAM BUDGET ACTIVITIES OF THE CITY OF
BALTIMORE PUBLIC SCHOOLS

Handbook II
Expenditure subaccounts

Program budget activities
200 Instruction

210 Salaries
Principals
Consultants or Supervisors-
Teachers
Other Instructional Staff
Secretarial and Clerical Ass'ts
Other Salaries for Instruction

220 Textbooks
230 School libraries and Audiovisual Materials240 Teaching Supplies
250 Other Instructional Expenses

401 Instruction
401.01 Administration and Supervision

401.02 Elementary Education
401.03 Secondary Education
401.04 Adult Education
401.05 Summer School
401.06 Special Education, Elementary
401.07 Special Education, Secondary

3. Subsume under each program its related
activities and subactivities.

4. Develop a chart of objects of expendi-
tures and corresponding codes.

5. Develop a chart of revenue accounts and
corresponding codes.

6. Develop performance measures for each
program and its related activities and sub-
activities.

7. Develop a data-gathering and data-pro-
cessing reporting system for these perform.
ance measures.

Everyone familiar with school fi-
nance knows the work that is involved
in successfully completing these tasks.

Program Budgeting
and Computers

Some people rushed into program
budgeting because they were led to
believe that the computer would re-
solve program-budgeting problems.
They naively believed that the com-
puter would facilitate the diffusion of
program budgeting. While a com-
puter can do much, it has to operate
within the constraints of time and
work allotments. The computer can-
not do everything instantaneously. In
fact, generally manual systems are
more flexible and adaptive to change
than are computer systems. If the
computer system devised for program
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budgeting is programmed to develop
reports on too many subaccounts, the
system will be too expensive and too
unwieldy. For example, in one great
city school district some 60,000 ac-
counts are kept. Each month this
school district prepares status reports
on the various accounts showing both
appropriations and expenditures. If
program, activities, and subactivities
statements and performance statistics
were required, this alone would be a
Herculean task. For a superintendent
to evaluate the effectiveness of each
account appears to be impossible.
Surely, for those who wish to embark

TABLE 3.CODES FOR EXPENDITURES
BY OBJECT IN THE CITY OF BALTI-

MORE PUBLIC SCHOOLS

Code Expenditures by object

01.15 Salaries and Wages
16.25 Other Personnel Costs
?f, 50 Contractual Services
51.65 Materials and Supplies
66-75 EquipmentReplacement
76-85 EquipmentAdditional
86-88 Grants and Subsidies
89.91 Debt Service
92-94 land
95.97 Buildings
98.99 Improvements Excluding Buildings



on the path toward program account-
ing, only an absolute minimum of
programs and activities should be
costed out. And what is equally im-
portant is that they should be costed
out on an accrual rather than a cash
basis.

Too Many or
Too Few Data

To list the steps for the installation
of program budgeting is one thing;
to implement them successfully is an-
other. Program budgeting must give
top school administrators the data
they need at the time they need it if
they are to make wise rather than poor
decisions. Too many unnecessary data
will hamper those who are in decision-
making roles just as much as too few
data. Moreover, the axiom, too few
data too late, holds true in school
administrations as it does in war or
corporate life.

Timely Reports
If the practicing school adminis-

trator is to administer his program
and activities wisely, he needs to know
at stipulated times his appropriation
level, what funds have been encum-
bered, the amount of funds actually
expended, and the amount of funds
still available for use. As noted be-
fore, both revenue and expenditure
accounts should operate on an accrual
rather than a cash basis, although
revenue ledgers should be posted on
a cash basis as receipts are received.
To do the work involved here, re-
quires a staff that most districts are
unwilling or unable to finance, even
if competent persons could be found.

Position Control Systems
As systems get larger and larger, it

is impossible for one person to know
all the individuals who work for the

district and what they do. Position
control systems are seriously lacking
in large city school districts. And the
larger the school district, the less likely
is it able to supply needed personnel
data. To determine how many per-
sons were employed on a certain date
within a few days of this date is an
almost impossible task for very large
school districts. Yet sound program
budgeting requires that an efficient
position control system be developed.
Such a system must not only provide
for timely reports on personnel counts,
but also be programmed to provide
a wealth of personnel data required
for local use and for state and federal
reports.

Salary related dataIn a survey of
school costs by School Management
magazine, it was found that salaries
represented 85 percent of the current
operating budget. Clearly, when you
have licked the problem of a practical
position control system, you have
solved most of your financial account-
ing problems. To gain an understand-
ing of the job involved in maintaining
a position control system, here are a
few of the items needed:

1. Social security number
2. Name: last, middle, first
3. Marital status
4. Pension number
5. Payroll number
6. Degree status
7. Years of teaching experience
8. Salary step
9. Salary track

10. Full -time equivalent
11. Biweekly or monthly salary
12. Annual salary
13. Program budget account to which salary

is to be charged
14. Position classification
15. Whether position is state -aided or not
16. Maiden name

3 Computed from basic data in "10th
Annual Cost of Education Index, 1968-69."
School Management, January 1969.
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17. Present address: street number, streetname, city, state, zip code
18. Amount of salary reimbursed by state.
Of course, these arc not all the per-sonnel data needed, but they shouldgive you an idea o what data areneeded. Because of staff turnover,keeping such a file current is not aneasy task.

Nonsalary related dataTo obtaintimely reports requires a systems and
procedures approach. Practically anysystem can ensure the safeguarding offunds. While this represents a worthygoal, too often this goal has renderedaccounting systems inefficient for man-agement purposes. Over-concern forsafeguarding a few pennies has toooften led to the inefficient use andwaste of thousands of dollars. Whereasnonsalary items represent only 15 per-cent of the current operating budget,the number of different transactions

almost invariably exceeds those forsalaries.
Some specialists in budgeting oftencall for the categorization of too largea number of equipment, materials,supplies, and other such items thancan be reasonably handled even withlarge-scale computers. The result isa neat program budget in theory buta breakdown in timely reports in prac-tice. Here again prudence dictatesthat only those nonsalary items bebrought into the program budgetingsystem that can actually be handledat the time. Each year the systemcan be expanded to yield more and

more data. Such an approach will inthe long run be more successful andmore efficient than the all-or-nothing
approach.

Nonsalary related data reflect prin-cipally objects of expenditures. Lackof trained business officials and clerksto properly codify nonsalary data by
revenue account, fund, program, ac-
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tivity, subactivity, and project accountrepresents the most serious drawbackto apportioning direct costs. When itcomes to apportioning indirect costs,the problems with respect to cost-ef-
fectiveness statistics increase exponen-tially. For example, Research and
Development is a service orienteddivision. Not only must its costs becodified to cost out its own programsand activities, but also its services toother programs such as Instruction
and to other service divisions such asPayroll and Accounting must also becosted out. Rare indeed is the PPBsystem which can do this.

Problems of Accountability
and Revenue Assignments

Another major problem with re-spect to program budgeting lies in therealm of program structure and or-ganizational responsibility. It does
not necessarily follow that a programstructure for reporting and account-ing purposes is most efficient for aschool organizational structure. Yetthe accountability goal for each pro-gram and activity is a worthy prin-ciple, and program budgeting seeks toachieve this objective whereas pre-vious budget systems did not. Unlessbetter measures of performance foreach program and activity can be de-veloped and the pertinent statisticsgathered, accountability will repre-sent more a dream than a reality.
While there are more problems thatcould be enumerated with respect toprogram budgeting, let us considerone last problemthis

involves reve-nues for education. Supposedly,program budgeting enables not only
school administrators to weight moneychoices between respective programsand activities, but also those who payfor education. This represents fantasyrather than reality. Regardless of how



efficiently schoolmen allocate school
funds, regardless of how prudently
school administrators expend school
funds, regardless of how many per-
formance statistics school people pro-
duce to support education's needs,
money will be hard to come by. Pro-
gram budgeting per se will not in-
crease aid to education one whit. In
the budgetary process emotional ap-
peals and subjective value judgments
will continue to be the best avenues
to achieve greater school expenditures.

Summary and Review
Clearly, the pursuit of program

budgeting takes on significance only
when related to the goals and objec-
tives of education. That we have
sought better ways to relate cost and
quality in education should be ap-
parent, even from the cursory histor-
ical overview developed here. That
program budgeting is no panacea to

our financial woes in education should
also be apparent. Many more major
problems, both in conceptual design
and in execution, than discussed here
abound with respect to the installa-
tion of program budgeting systems
and the benefits to be derived there-
from. Regardless of the financial ac-
counting procedures school districts
use or plan to use, education must
compete in the market place of ideas
for its financial support.

Neither program budgeting nor any
other system of budgeting should be
prepared in a vacuum, for educational
budgets must reflect society's goals.
Yet society's goals are all too often
affairs of the heart rather than the
head and not easily measured and
quintified. Too many of us are march-
ing to the beat of too many different
drummers. -Cost-effectiveness studies
should benefit from PPB systems but
not by very much.
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Financing the School Food Service Program
at the State Level

Thelma G. Flanagan

rr is UrVER F01.1.1', from the point of view of
learning, to have a compulsory school law
which compels children, in that weak physi-
cal and mental state which results from
poverty, to drag themselves to school and to
sit at their desks, day in and (lay out. . . learn-
ing little or nothing. If it is a matter of
principle in democratic America that every
child shall be given a certain amount of in-
struction, let us render it possible for them
to receive it.1

Does that sound like a quote from a
1969 war-on-poverty statement? It was
really said in 1904. The need for a
school food service program was recog-
nized at the beginning of the 20th cen-
tury. Public attention was focused on
the social and economic consequences
of undernourishment and the effect
of malnutrition on the ability of
children to learn.

In 1906, Spargo, reporting that
Hunter estimated there were at least
two million underfed children in the
public schools of the United States,
recommended that the United States
copy Europe by attacking malnutri-

1 Hunter, Robert. Poverty. New York:
Macmillan Co., 1904. p. 217.

Mrs. Flanagan is Director, School Food Ser-
vice, Florida State Department of Education,
Tallahassee, Florida:
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tion through school feeding pro-
grams.=

Early Goals, Guidelines,
and Beliefs Sound

Many of the earliev. school lunch
programs had sound goals and were
concerned with good nutrition. Per-
haps the most comprehensive state-
ment of goals was made by Smedley
who asserted:

1. School food service programs
should meet the entire school day
nutritional needs of all pupils, in-
cluding lunch, and in addition, break-
fast and supplemental nourishment,
where needed.

2. All economically needy pupils
should be fed without being made to
feel themselves an object of charity
with funds coming from government
sources.

3. The program should be non-
profit, schoolboard operated, and
staffed by professionally trained per-
sonnel.

4. Teachers should enrich the cur-
riculum through school lunch experi-

2 Spargo, John. Underfed School Children:
The Problem and th.! Remedy. Essays on the
Application of Socialism to Particular Prob-
lems, No. I. Chimp: Charles H. Kerr and Co.,
1906. p. 26.



ences and the offering of career train-
ing in food service work."

Those goals are as sound for the
Space Age as they were when first
expressed by Smedley in 1920.

Over the years, more and more edu-
cators think of school food service as
an integral part of the educational
system. For example, in 1926, Ford
said:

The high school cafeteria offers one of the
most important opportunities for education
of any of the new practices which have been
added to the high school since 1900. This is
a type of educational opportunity which
conforms to the modern theory of method.
The students may be taught through actual
experience under conditions which are en
tirely under the control of the school au
thorities. The situation is not an artifical one
but one which is practical and real in every
sense.

Student leadership and civic responsibility
may be developed in the use of the cafeteria?

Clyde Irwin, State Superintendent,
in 1951 described school food service
"as necessary as a library to building a
well-rounded school program," and
Kenneth E. Oberholtzer, Superintend-
ent of Denver City School System.
in 1955 in an address at the American
School Food Service Association Con-
vention, said school food service is "as
important to education as algebra.''

From then until now, various seg-
ments of the educational establish-
ment, including school food service,
have had vigorous opponents, as well
as staunch supporters. It is the normal
role and responsibility of school fi-
nance leaders to help identify and in-
terpret net-As, and to advocate pro-

a Smedley, Emma. The School Lunch: Its
Organization and Management in Philadel-
phia. Media, Pa.: the Author, 1920. p. 143-45.

4 Ford, Willard S. Sonic Administrative
Problems of the High School Cafeteria. Con
tributions to Education, No. '238. New York:
Teachers College, Columbia University, 1926.
p. 109, 110.

grains and funds to meet the total
school day needs of children. It is
sad but true that many school finance
leaders are less knowledgeable about
the history and development, have
been less responsible for, less involved
in, and had less influence on school
food service finance than on other
aspects of the education program.
Among those who have had the great-
est influence on the tax funds provided
for education, have been far too few
staunch supporters of adequate tax
funds for the school food service pro-
gram. As a result. legislative bodies
have been slow in providing a proper
legal framework or adequate tax funds
for the program. There has never
been a period in school food service
history when most programs were not
beset with financial problems.

An early supporter was William H.
Maxwell. Superintendent of Schools
in New York City. He saw many
school children spending their lunch
money on pushcart and candy store
delicacies, and urged school officials
to provide nourishing meals for
pupils. In 1908, a 3-cent lunch was
begun in two elementary schools. Af-
ter two years of operation, the board
of education gave permission for in-
stallation of similar programs in other
schools.

Military leaders were early advo-
cates of a tax-supported school food
service program. Selective Service
figures, following the 1917 draft, in-
dicated that onethird of all men
rejected for military service were
physically unfit owing to nutritional
deficiencies, and Selective Service Di-
rector Lewis Hershey reported to the
Congress that the United States suf-
fered 155,000 casualties as a result
of malnutrition. A major stimulus for
the advancement of the school lunch
program was provided by these shock-
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ing statistics, together with Surgeon
General Parran's emphatic statement:

In our educational system we arc wasting
much money trying to teach children with
half-starved bodies and minds. We shall
spend tomorrow on the care of their sick-
nesses many times over that we save today
on food which would prevent it.5

School finance experts who have ad-
vocated adequate tax support for the
program include Morphet and Johns.
Morphet was Executive Secretary for a
comprehensive study of Florida's edu-
cation needs, completed in 1947.
Through his leadership, the Commit-
tee recommended:
The county board of each county should
arrange to make available for each child an
adequate lunch for the cost of the food.
This means that county boards should in-
clude in their budget sufficient funds to cover
personnel, facilities and other expenses con-
nected with the school lunch program a

Also, as Executive Secretary of the
Southern States Work-Conference, he
promoted a school lunch project and
the development of a Southern States
Work Conference bulletin, School
Lunchroom Policies and Standards,
that recommended that all school
lunch personnel be employed in the
same manner and paid on the same
basis as other school personnel and
that they be specifically trained for
the services they were to render.

Johns, while addressing the first
convention of the American School
Food Service Association in 1947, said
that all states should include the fi-

nancing of the school lunch program
in their plans for financing education

5 Parran, Thomas, Jr. "Nutrition and Na-
tional Health." Technology Review, June
1940, page 325.

Morphet, Edgar L., Executive Secretary.
Education and the Future of Florida. Report
of the Comprehensive Study of Education in
Florida. Tallahassee: Florida Citizens Com-
mittee on Education, March 1947.
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and finance at least the non-food costs
of the program.7

Before the Congress passed a perma-
nent school lunch bill, some states
passed appropriations for school food
service appropriations. For example,
in 1939, the Louisiana legislature
started passing annual state appro-
priations for the school food service
program. Other early state aid pro-
grams included a Utah bill enacted
in 1942, which set up a tax of 4 per-
cent on wines and liquors to help sup-
port the School Food Service Program.
South Carolina, in 1943, appropriated
funds to provide one supervisor for
each county in the state. A few other
states (e,g., West Virginia, Minnesota,
New York, and Massachusetts) began
providing state funds during the years
just after the Work Projects Adminis-
tration was liquidated. In Louisiana,
Massachusetts, and New York, the
state appropriation supplemented fed-
eral aid at a rate to guarantee a mini-
mum of 9ci reimbursement per lunch.

National School Lunch Act

The Congress, recognizing the mul-
tiple benefits of school food service
programs, brought the federal govern-
ment into permanent partnership with
the states and local schools by passing
the National School Lunch Act, which
was approved by the President on
June 4, 1946. Payments were to be
made to states upon the condition that
they would be matched on a dollar-
for-dollar basis during the fiscal years
1947-1950; for the period 1951.1955,
$1.50 for each dollar of federal funds;
thereafter, $3 for every federal dollar.
An interpretation by the Secretary of
Agriculture enabled states to include

7 Johns, R. L. "Financing the School Lunch
Program." Nation's SchoOls41: 43.44; April
1948.
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not only direct
appropriations, butdonations and gifts, and also themoney derived from the sale oflunches to children.

The Congress was critical of thisinterpretation, as evidenced by theHouse of
Representatives Report No.450 on the

Agricultural Appropria-tion Bill for the fiscal year 1948, whichstated:

An interpretation by the Secretary of Agri-culture of the provisions of Public Law 396enables the states to include not only directappropriations but donations and gifts of allkinds and also the money derived from thesale of lunches to the children for the pur-poses of this program. The committee be-lieves that while the Secretary of Agriculturedoes possess such authority under the per-missive provisions of the School Lunch Act,it was never the purpose of Congress thatfunds derived from the children should beincluded for matching purposes.. .. Thecommittee believes that the states should bydirect
appropriations match the money pro-vided by the

Federal Government. . . .

However, the federal agency re-tained the liberal interpretation anddid not emphasize state responsibilityfor supporting the program from taxfunds.

Financial Dilemma Increased Each
Year

It has always been, and no doubtalways will be, difficult to secure allof the tax funds needed to adequatelyfund all segments of the nation's edu-cation programs. Increasing costs andmounting enrollments have kept stateand local
governments hard pressedto secure needed funds. On more thanone occasion the Council of ChiefState School Officers and the SchoolLunch Advisors Committee to theSecretary of Agriculture recommendedthat additional federal cash assistancebe provided to prevent further reduc-tion in the reimbursement rate. Theyalso recommended that state and local

governments be encouraged to con-tinue their efforts to provide increasedfinancial assistance to the School FoodService Program. Even so, sufficientfunds have not been provided.When appearing before a Congres-sional committee in August 1960, Ed-gar J. Fuller, Executive Secretary,representing the Council of ChiefState School Officers, pointed out thatfederal funds were available to buildup staffs of state departments of edu-cation in other federal aid areas. Stateshad to pay the entire cost of admin-istering the School Lunch Program,while federal funds eased the way fortheir competitors. Just this year, forthe first time, states have received asmall amount of federal aid to helpmeet state
administrative expenses.The funds were released to states solate that many cannot fill the posi-tions created because competentpeople are already under contractfor the year.

Generally those programs which re-quire specified federal matching findit relatively easy to secure needed stateand local tax funds. Other assets insecuring adequate tax funds arc: (a) awell-informed and interested publiccontinuously promoting adequatefunds, (b) school finance leaders whoare committed to the program, and(c) an adequate staff of knowledgeablestate and system level school foodservice personnel
responsible for ad-ministering the program.

The school food service programhas suffered on all three scores. TheU.S. Department of Agriculture hasnever required or even urged states toappropriate funds for the program.Federal publicity has led the publicto believe the program is well financedthrough commodities and reimburse-ment. Federal public information re-leases have never emphasized that the
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program was growing and costs were meet all of their funds obligations.
rising faster than was .the federal ap Some results of such uncertain and
propriation, and that it was becoming inadequate funding have been: (a) All
more under-funded with each passing economically needy pupils have not
year. For example, reimbursement been served. (1)) Many schools in areas
rates were originally 90 per lunch, of high economic nccd have not initi
when food cost averaged 180 per ated programs. (c) Lunches are often
lunch. Now reimbursement rates aver- substandard. (d) Sale prices have been
age less than 50 per lunch, while food increased with a resultant decrease
costs have almost doubled. At both in participation. For example, in
state and local school system levels, Florida, participation increased from
too few school finance leaders have 67 percent in 1963 -G4 to 73 percent in
promoted the provision of tax funds 1965-66. Then sale prices began to go
to support the program. Furthermore, up, and participation for over 1,300
at state and local levels, the school schools dropped to 66 percent in
food service programs have been so 1967.68. By contrast, in about 200
understaffed that school food service Special Assistance schools in areas of
administrators have had no time to high economic nccd, where sale prices
conduct studies to determine unmet were low and 150 reimbursement rates
needs, to keep the public informed, were paid, participation averaged 87
or to promote legislative appropria- percent.
dons. Other bad effects of underfunding

With the federal government's "war include understaffing and employ-
on poverty" and the civil rights move- ment of undertrained personnel. Fol-
ment placing increased emphasis on lowing the 1966 Amendment to the
the plight of the poor, the Congress Fair Labor Standards Act, which re-
in 1965 passed the Elementary and stilted in minimum required pay rates
Secondary Education Act. In planning for school food service personnel, pay-
the projects under which ESEA Title I roll costs skyrocketed. For example,
funds were to be disbursed, many in many areas a 50 per year hourly pay
states and districts budgeted monies increase was considered good for
to supplement their inadequate Na school food service personnel. Now
tional School Lunch funds. An analy- for the next two year), the minimum
sis of some 500 Title 1 projects re- required rate of increase is 150 per
vcaled that more-thari 100 provided hour.
for breakfasts or expandecrschool food The Congress, in continuing its con
service programs. sideration of ways and means to allevi

Other recently enacted federal aid ate hunger among the poor, passed the
laws designed to help the poor, in- Child Nutrition Act of 1966. It pro-
chiding funds secured through the vides funds for pilot programs to help
Economic Opportunity Act, have been close the nutrition gap for economi-
used to supplement inadequate school tally needy pupils and for pupils who
food service appropriations. Only a come to school without breakfast be.
small portion of the most inadequately cause they have long bus rides. It also
funded school food service programs provides a token appropriation for
received help from such sources. Ac- equipment essential to extending or
counting problems were increased and maintaining school food services in
most programs were still unable to areas of high economic need. As is
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the case with the school food service
program, the funds are inadequate
and the requirements are so restrictive
that often the school in greatest need
of a breakfast program cannot afford
one. For example, some breakfast pro-
grams have such a high percent of
free meals, that tlicy cannot make ends
meet. In January, one school in
Florida served an average of 256
pupils per day, 249 of whom were
served free. Receipts were:

Pupil Payments S 35.75
Reimbursements 56930

TOTAL 5605.21
Costs were: Purchased Food 569.50

Labor 28150
Nonfood Supplies 6833

TOTAL $92133
Commodities: 5320.15

DEFICIT ($316.28)

The School Lunch Program is not fi-
nancially able to underwrite the labor
and non-food costs of the breakfast
program. Such schools will be forced
to discontinue their breakfast pro-
grams unless they can receive reim-
bursement to cover more than the cost
of purchased food.

Another result of war on poverty
has been a revision of USDA regula-
tions regarding services for economi-
cally needy children. The Secretary
of Agriculture estimated that 2.5 mil-
lion economically needy still are not
being served. As states implement the
new requirements, the number of
economically needy will increase
rapidly, the school lunch balances will
disappear just as rapidly, thus increas-
ing the need for greater state and local
tax support.

Congressman Perkins, Chairman of
the House Committee on Education
and Labor, last year asked the 50 state
departments of education to deter-
mine their unmet needs and how

much it would cost to assure that all
the economically needy children in
the nation could receive a free or
reduced price breakfast and lunch.
State school food service directors re-
ported a need for S100 million. The
Secretary of Agriculture reported
states could use only $50 million. The
Congress appropriated an additional
$50 million, earmarked for breakfasts,
lunches, and equipment for feeding
economically needy. Some states arc
now over-encumbered and will have
to discount final claims for the year.

There has long been a need for
sound research to determine the total
school day nutrition needs of pupils,
and how much it would cost to meet
those needs. I am delighted to report,
therefore, that the USDA has just
tentatively approved a grant of funds
to be used in conducting a School
Food Service Finance Research Proj-
ect, as a satellite project to the Na-
tional Education Finance Project.
Your help and that of many other
school finance experts will be needed,
and is solicited.

Concerned Outsiders Aid Program

As the public became more con-
cerned over hungry children, they
learned of the school food service
financial dilemma. In the April 1966
issue of Ladies Home Journal, there
appeared an article entitled "The
Scandal of Our School Lunch Pro-
gram," which criticized schools for
not meeting the school clay nutrition
needs of all the pupils and recom-
mended that parents rise up and de-
mand that facilities and other assist-
ance needed to correct this deficiency
be provided from tax funds.

Bard summed up the situation, say-
ing that the school lunchroom is
starved for facilities and funds to serve
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the proper food to the children who
need its

Their Daily Bread, a report of a
national school food service study con-
ducted by five prominent national
women's organizations, recommended
that lunch sale prices be reduced to a
maximum of 20', that federal tax
funds equal 9c and state tax funds
also equal 9c4; and that "The Con-
gress, USDA, Boards of Education,
state legislators, school lunch admin-
istrators should begin planning now
for a universal free school lunch pro-
gram as part of a coordinated plan for
better nutrition for all children."

The support of such groups is ap-
preciated and continues to be needled
even though some of their recommen-
dations may be controversial or an
alternate plan may be better. For
example, adequate matching require-
ments need to be developed and im-
plemented, but a formula that takes
into consideration the varying abilities
of states would be better than one
that required all states to make the
same matching efforts.

At a recent seminar, Jean Fairfax,
Chairman, Committee on School
Lunch Participation which produced
the report, Their Daily Bread, chal-
lenged us when she said;
It is to be regretted, I think that the initia-
tive for the changes have not conic from the
professional group closest to the children and
the groups which really should be the con-
trihutors to children's needs and advocates
of program to meet these needs. I'm speaking
about the school administrators, principals,
teachers and school food service personnel.

$ Bard, Bernard. The School Lunchroom:
Time of Trial. New York: John Wiley and
Sons, 1968. p. 77.

U COMIllilICC on School Lunch Partiripa
tion. Their Doils. Bread, Atlanta, the Cons.
mittcc, 1968. p. 125.
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The war on hunger and the effort
of outside groups have placed the
school food service program in the na-
tional limelight.

Despite this current limelight situa-
tion, too few education leaders seem to
realize that the climate is right and
that school food service is on the brink
of a major breakthrough. With the
help and encouragement of school fi-
nance experts, the scales will tip in
favor of an adequately funded school
food service program. On the other
hand, foot-dragging indifference, or
opposition on the part of school fi-
nance leaders just now can do irrepa-
rable damage to the program. Should
school food service finance policies be
changed? What would it cost to pro-
vidle tax funds to cover the non -food
cost of the program?

Johns, in a return appearance at the
20th annual convention of the Ameri-
can School Food Service Association
in 1967, said that

evidence is clear that we need a major re
vision in our policies for financing the school
food service program.

What revisions should be made in our
policies for financing the school lunch pro.
grain? Most authorities on the school food
service program have advocated for sonic
time that all nonfood costs of the school
food service program be financed entirely
from public funds. This is certainly the min-
imum support that should be provided from
public funds. I consider this to be a con-
servative recommendation. . . There is
considerable evidence available in support of
providing for the entire cost of the school
food service program from public funds.

What would he the present cost of financ
ing the nonfood costs of the school food
service program? It would probably cost
somewhere between fifteen and twenty cents
per lunch to finance the operating non-food
costs of the school lunch program. This would
total only a little over one billion dollars an-
nually, less than twotenths of one percent of
our gross national product. Certainly a nation
that ran afford to spend several billions of
dollars annually to place a man on the moon



ran afford a billion to one and anehalf bib
lions of dollars to assist in providing 50,00000
rhildren a derent Irinar each school da.

Since then, costs have continued to
spiral, and so has the gross national
product. Therefore, it is estimated
that the cost of the program Johns
recommended would still not exceed
.2 of I percent of our gross national
product, an infinitesimally small cost
compared with the values of the pro.
grain in building healthy bodies, de-
veloping good food habits, enriching
the curriculum in many areas, in-
creasing and stabilizing the agricul-
ture industry, and aiding the general
economy.

Conclusion

In most states, state legislatures and
local boards of education have not
contributed their fair share toward the
support of the program.

One of the greatest needs is for
school food service directors and
school finance officials to work to-
gether to cooperatively develop sound
school food service finance objectives
to commit themselves to an adequate
school food service finance plan, which
will take into consideration the in-
equities in school district ability to fi-
nance the program.

If adequate funds are provided,
breakfast programs will be initiated
where needed and there will be fewer
tardy pupils. The many pupils who
have been coming to school without
breakfast will be teachable all day
rather than just in the afternoon. Ade-
quate lunches will reduce absences,
delinquency, and dropouts, and save
the cost of many grade repeaters. The
pupils' potential contribution to so-

iety will be improved. In addition,
the agriculture industry will be fur-
ther expanded and sudiilized, and the
nation's general economy will be
strenghtened.

Recommendations
Hungry children do not learn much

at school. To be sure there are to be
no hungry children at school, it is

recommended that jointly we work
aggressively to achieve a school food
service program that will:

I. Provide nutritionally adequate
lunches for pupils, and where needed,
supplementary food services, includ-
ing breakfasts, and morning and after-
noon nourishments.

2. Establish sale prices not to ex-
ceed the cost of food for both pupil
meals and supplementary nourish-
mews.

3. Provide free and reduced price
meals for economically needy chil-
dren.

-I. Receive sufficient tax support to
assure program excellence.

5. Receive increased federal, state,
and local tax contributions sufficient
in amount to cover:

a. All costs of administration,
operation, payrolls, fringe benefits,
and staff development.

b. All costs of facilities, equip-
ment, replacements, and repairs.

c. All other non-food costs.
d. Cost of serving free and re-

duced price meals to economically
needy pupils.
(i. Effect economies through cen-

tralization of purchasing, personnel
administration, and funds control;
and mergers of small, ineffective units,
to provide more adequately sized ad-
ministrative and operational units.
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Financing the School Food Service Program
at the Local Level

Iron: Y. Patti

Scatoot. 1.,xcif programs have been
and are now progressing through a
transitional stage and are emerging as
school food services and assuming
their full stature and potential in the
eclttcaticma1 complex, dedicated to
meeting the needs of all pupils, all
day long, all year long, and for all
meals. Today school food ,services are
involved in serving breakfasts, mid-
morning snacks, lunches, afternoon
supplements, and suppers and dinners
to paying and nonpaying pupils,
school personnel, and preschool
children, and even meals to retired
persons.

In the United States, the accepted
prevailing policy is for school food
service programs to be operated on a
self-sustaining basis. Cash payments
for meals and the national average of
less than 50 cash federal subsidy per
pupil lunch represent total income
from which all bills for labor, fringe
benefits, food equipment repairs and
replacements, cleaning supplies, and
paper goods must be paid. As with all
segments of our economy, costs arc
spiraling alarmingly. In addition to
inflation, there are specific reasons for
these escalating expenditures result-

ing from new developments in the
American way of life.

Food allocations front the U.S. De-
partment of Agriculture have not in-
reased concomitantly with program

expansions. Futhermore, the costs of
storing and delivering these "free"
commodities have more than doubled
in the past few years. When smaller
amounts of donated foods are avail-
able, more food must be purchased at
the local level, thus adding to costs.
Another related factor is the gregari-
ousness of modern youth who are con-
stantly traveling, eating in drive-ins
and fast food establishments which
cater to students. In school, modern
day students are demanding more
choices and better choices of foods,
especially meats, which are increas
lug!). costly.

Currently, the introduction and ex-
panding use of convenience foods,
labor shortages, and high wages are
changing equipment requirements
(e.g., potato peelers are obsolete).
Eventually, with increasing accept-
ance, appropriate design, and re-

duced costs, the use of disposables will
phase out dishwashing equipment, to
be replaced by giant disposal units.

Airs. Pauli is Director, School Food Services, This equipment reduces disposable
New Canaan Public Schools, New Canaan, items to an odorless pulp approxi
Connecticut. mately one-fifth of its former volume
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and suitable for land fill operations. tracts are made by school districts for
Such a system is now in use in Queen bread. Flour, shortening, and dried
Anne's County High School in Mary- milk are donated directly to the suc-
land. cessful wholesale baking company, re

To offset the spiraling costs of food, suiting in a 25 percent to 30 percent
labor, and equipment, centralization saving in the price.of bread to schools.
of administration and consolidation of Annual contracts are fairly common
districts has been recommended for for such items as milk, bread, and ice
increasing efficiency and reducing cream. Grocery items, cleaning sup.
costs. Centralization of administration plies, paper goods. and disposable
in a school district implies more than items are also suitable for annual con-
the management of the department tract purchasing. State supervisors of
from a central office by the school food school food service programs can reit
service director. It means that the der greater service in this area by seek-
school food service department is in- ing prices directly from manufacturers
tcgrated into the central office of the and packers and submitting approved
school system. Many departments specifications and price lists to local
operate under this policy, but too districts for their use.
many function autonomously. In- Spiraling wages probably contribute
come, payrolls, and bill payments more to the financial dilemma facing
should be processed by the appropri school food service programs than any
ate school personnel. With the intro- other operational cost. In 1966. the
duction of data processing, computers, federal minimum wage law was ex-
and automation, these functions can tended to cover school food service
be more efficiently performed in the workers. At the present time, this
central office. The financial control minimum wage is $1.30 per hour; next
of the food service department must year it will increase to $1.15; and in
remain the responsibility of the food 1971 will reach $1.60 per hour. At the
service director. With relief from cer time of enactment, in certain areas of
tain bookkeeping and clerical chores. the United States, school food service
the latter can devote all his skill to workers were earning as little as 650
solving the complex problems oloper- per hour. Local programs paying
ating a modern school food service workers less than minimum wages
departmentmenus, food service, per- were forced to seek additional funds
solte!, purchasing, equipment, facili- or close down programs.
ties planning, training, publicity, nu- In addition to the minimum wage,
trition education, and classroom consideration must be given to the
visitations. prevailing wage in the area, which

Purchasing methods in a school dis- may be even higher than the federal
trio., if not constantly evaluated, may and state established minimums. In-
lead to costly inefficiencies. Central- dusty), is competing with school food
ized purchasing and bid buying arc service departments for employees.
universally recommended, but not Help tvanted advertisements feature
practiced in many areas. In central "hours adjusted for mothers with
purchasing, schools, districts, and even school age children." A well (level-
the state may be involved in a con- oiled plan for employee recruitment,
solidated purchasing unit. For ex- with increasing wages and increasing
ample, in Connecticut, annual con- fringe benefits for employees, is one of
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the newest and most challenging de-
velopments in the school food service
segment of the food industry.

Even as teachers arc joining unions,
so too, are food service personnel in
schools. Recent changes in collective
bargaining laws permit municipal em-
ployees to belong to a bargaining unit.
Unions with their experience, knowl-
edge and sophistication have pres-
sured school boards to approve stag-
gering wage increases and fringe bene-
fits. Two school districts in Connecti-
cut are in serious financial difficulties
because of approval of union con-
tracts without adequate provision for
funding the wage commitments in the
contracts. The school business ad-
ministrator and the food service di-
rector must be involved in the collec-
tive bargaining process to avoid such
financial difficulties.

In a recent study of seven school
districts in six states, it was found that
the actual cost of productive labor was
the hourly rate, phis a 50 percent
additional cost to cover such items as
fringe benefits, sick time, and down
time. A nationwide study of fringe
benefits for school food service workers
might well indicate that the fewer
fringe benefits, resulting in a higher
wage might attract more and better
workers. School food service em-
ployees, like teachers, should have the
option of choosing more benefits or
more take-home pay.

To solve the critical financial sit-
uation, with which school food service
departments are confronted, the local
school district must appropriate funds
for all salaries and wages of supervi-
sory and food service personnel as for
all other school employees. Today,
communities are underwriting the
wages for such newly created positions
as bus matrons, teacher aides, and
lunchroom monitors. Only the school
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food service department payroll is ex-
chided from the local budget. John
Stalker, Massachusetts State Director
of School Lunch Programs and Nutri-
tion Edncation, "believes firmly that
the cost of all school food service labor
should be budgeted in the school
budget. School food service employees
are city or town employees and should
not be set apart or singled out as a
group, to receive their salaries and
benefits from funds provided by the
children who participate in the lunch
program." In Massachusetts, approxi-
mately 70 percent of all communities
pay the entire cost of the central
supervisor, and 67 districts provide
funds for total labor costs from appro-
priations.

With the publication of such books
and studies as Hunger, U.S.A.,' The
School Lunehonm,2 Their Daily
Bread,3 TV programs, and newspaper
articles on hunger and malnutrition in
the United States, the inadequacies of
today's school food service programs
arc documented by authors not di-
rectly involved in food services in
schools. Only 36.5 percent of the na-
tion's children received a nutrition-
ally adequate lunch in fiscal 1968,
primarily because of insufficient fi-

nancial support, lack of facilities, and
substandard operational procedures.

Increasing prices to offset escalat-
ing expenditures compound the fi-

nancial problems of school services.
Decreased participation and over-
staffing result. Also, the program

I Citizens' Board of Inquiry into Hunger
and Malnutrition in the United States. Hun-
ger, U.S.A. Washington, D.C.: the Board,
1968. 100 p.

2 Bard, Bernard. The School Lunchroom:
Time of Trial. Ncw York: John Wiley and
Sons, 1968. 190 p.

3 Committee on School Lunch Participa
tion. Their Daily Bread, Atlanta: 14,1cNelley
Rudd Printing Service, 1968. 135 p.



serves only the affluent, not the major-
ity, and certainly not those whose
needs arc greatest.

Where no facilities or inadequate
facilities exist, a comprehensive, in-
depth study must be made of present
facilities and space, food service in-
adequacies, and future school feeding
requirements. All possible solutions
must be examined and evaluated. Cen-
tral kitchens, satellite kitchens, cen-
tral commissary, convenience foods,
hot food systems, cold food systems,.
tray pack lunches, bag lunches, and
even stand-up counters offer possible
solutions. No one system can be rec-
ommended as best for school districts
of similar size, socioeconomic popu-
lation, and geographic location. The
recently completed School Lunch
Study 4 recommends a central kitchen
providing food for all Boston schools,
including those without facilities. In
New York City, the central kitchen is
being discontinued, being replaced by
single unit kitchens.

Authorities in school finance, lead-
ers in school food services and recom-
mendations from recent publications,
all arc in agreement that feasible
solutions to financing are available.
Advance and adequate funding from
federal, state, and local sources is man-
datory. The planning-programming-
budgeting (PPB) system design can
effectively be applied to school food
services. At the present time, a PPBS
research project is being developed by
the Research Corporation of the Asso-
ciation of School Business Officials and
the Board of Public Instruction of
Dade County, Florida, funded by the
U.S. Office of Education, and admin-
istered by William H. Curtis as Proj-
ect Director.

4 Boston Public Facilities Commission.
School Lunch Study. Boston: Canteaume and
McMullen, 1968.

Recommendations for solutions to
expansions of school food service pro-
grams dedicated to meeting the needs
of a target population of 80 percent
or higher arc as follows:

I. Sale prices to pupils not to
exceed cost of food. Free lunches
must be available for needy pupils.
This policy has been approved as a
"basic belief" by the Board of
Directors of the Association of
School Business Officials and the
Executive Board of the American
School Food Service Association, who
are currently sponsoring a project to
develop a "Guide for Financing
School Food and Nutrition Pro-
grams."

2. Establish a maximum sale price
of 206 as recommended in Their Daily
Bread. Needy pupils to be served free
meals.

3. Provide free school lunches for
all children, advocated by such au-
thorities in school finance as R. L.
johns, by Their Daily Bread, and by
leaders in school food service as a
long-range goal.

Tax support funds must be budg-
eted to meet the increasing financial
needs of school food service programs.
To reach the goal of no hungry child
in America as mandated by the Con-
gress, school food services must be
adequately financed, as education it-
self is, from increased federal, state,
and local sources.

Recommended Procedures
I. Local school districts must de-

termine the target population to be
served lunches and supplementary
meals.

2. Sale prices must be those the
target population can afford.

3. Local tax support funds must be
budgeted to supplement income in-
adequate for financing necessary ex-
penditures.
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National Educational Finance Project

R. L. Johns, Kern Alexander, and Richard A. Rossiniller

TIIE NATIONAL Educational Finance
Project (NEFP) is a cooperative en-
deavor, funded under Title V, Sec-
tion 505, of the Elementary and Sec-
ondary Education Act, involving state
departments of education, univer-
sities, and the U.S. Office of Educa-
tion in the study of contemporary
problems in financing education.'
The project represents the first sys-
tematic effort to study comprehen-
sively all state systems of school fi-

nance and to critique them in the light
of current educational needs and
trends.

The project is designed to accom-
plish three major objectives: (a) iden-

I Support for specific satellite research
projects within the NUT also is being pro,
vided under titles IV and VI of the Ele
mentary and Secondary Education Act. In
addition, negotiations with the U.S. Depart-
ment of Agriculture for the funding of a
study of school food services are in progress.
(Editor's note: After this paper was presented,
the Department of Agriculture funded the
research project on the financing of school
food services.)

Dr, Johns is Professor of Educational Admin-
istration, University of Florida, and Director,
National Educational Finance Project; Mr.
Alexander is Associate Professor of Educa-
tional Administration, University of Florida,
and Associate Director, National Educational
Finance Project; and Dr. Rossmiller is Pro-
fessor of Educational Administration, Uni-
versity of Wisconsin, and Finance Specialist,
National Educational Finance Project.
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tify, measure, and interpret devia-
tions in educational needs among
children, school districts, and states;
(b) relate variations in educational
needs to the ability of the school dis-
trict and state to finance appropriate
educational programs; and (c) con-
ceptualize various models of school fi-
nance and subject them to consequen-
tial analysis to identify the strengths
and weaknesses of each model.

Need for NEFP
The NEFP is being undertaken at a

time when conventional approaches to
financing education are under sharp
attack. Legally and historically the
50 states bear primary responsibility
for establishing and supporting a sys-
tem of free public education for their
citizens, although in many states much
responsibility for the clay -to -clay opera-
tion of public schools has been dele-
gated to local school districts and
boards of education. Decentralization
of the organization for education tra-
ditionally has been accompanied by a
heavy reliance on local property taxes
to support public elementary and
secondary schools which, as Cubberley
noted long ago, leads to great dis-
parities in the quality of local edu-
cation programs. Since the beginning
of the present century, authorities in
school finance have attempted to con-
ceptualize and implement school fi-



'lancing programs which will equalize
educational opportunities for all chil-
dren within a state and, at the same
time, allocate equitably among the
taxpayers of the state the taxes re-
quired to finance such programs. To-
day, however, state programs for 6-
nancinE, public education increasingly
are pr.wing inadequate to meet the
deem: ruts generated by the pressure of
contemporary expectations for the
schools Among the factors contribut-
ing to this disarray are:

1.A growing awareness of the im-
portance of providing an adequate
education for all citizens; for example,
population mobility makes the poorly
educated child in any state a potential
concern of citizens of all other states.

2. An increasing recognition of the
need for differentiated educational
programs for individuals and groups
having special learning needs; for
example, the emotionally malad-
justed, culturally deprived, or intel-
lectually gifted learner.

3. A developing understanding of
the importance of human capital to
the well-being of a "brain-intensive"
economic system.

1. A burgeoning use by the federal
government of appropriations ear-
marked for educational programs, that
is, categorical aids designed to ac-
complish specific purposes deemed to
be in the national interest; for exam-
ple, programs to offset disadvanatages
resulting from cultural and/or eco-
nomic deprivation.

5. A growing disparity between the
revenue available to the schools from
traditional sources and the amount of
money needed to mount programs
which satisfy societal demands; for
example, property taxes, the only
major source of revenue available at
the local school district level, not
only are reaching their limit in many

school districts, but arc not well
related to the sources of income in an
industrialized urban society.

6. An expanding population to be
educated in the public schools result-
ing both from population growth and
from the rapid extension of free pub-
lic education at both ends of the tra-
ditional age range, that is, to the
early childhood and the post-high-
school years.

7. A complex of population shifts
which has produced a flight to sub-
urbia from the cities by relatively
affluent, middle-class Americans and a
movement to core cities by poorly
educated and unskilled members of
minority groups so that cities are faced
with a great influx of "high cost"
citizens (in terms of their consump-
tion of public services) at the same
time that their revenue potentials are
declining.

Indicative of current dissatisfaction
with existing programs for financing
education are equal education oppor-
tunity suits claiming that the state
support program is unconstitutional
in that it denies to pupils in various
types of school districts equal pro-
tection under the law as guaranteed
by the Fourteenth Amendment. Also
noteworthy are the proposals ad-
vanced recertly by such noted edu-
cators as Conant and Allen that the
state abandon local property taxes for
education and assume complete re-
sponsibility, for financing its public
schools. It is against this background
and within this context that the NEFP
has been launched.

Administrative Structure of
the NEFP

The project is administered by the
Florida State Department of Educa-
tion. The director of the project is
R. I.. Johns, Professor of Educational
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Administration, University of Florida;
the associate director is Kern Alex-
ander; and the finance specialist is
Richard Rossini Iler. Three commit-
tees have been organized to establish
policy for the project and to provide
advice and counsel to the director and
central staff. These are:

I. The Project Committee which
serves as a policy board and as con-
sultants for the technical design of
the project: Edgar L. Morphet of the
University of California, Erick L.
Lindman of the University of Cali-
fornia at Los Angeles, William Mc-
Lure of the University of Illinois, J.
Alan Thomas of the University of
Chicago, and James A. Kelly of Co-
lumbia University.

2. The Advisory Committee which
advises the director concerning proj-
ect design and operation: Henry
Cone of the Education Commission of
the States, James Gibbs of the U.S.
Office of Education, Eugene P. Mc-
Loone of the National Education
Association, and Will Myers of the
Advisory Council on Intergovern-
mental Relations.

3. The Coordinating Committee
made up of the chief state school
officers (or their represeptatives) of
nine of the cooperating states: Floyd
T. Christian, Florida; Ira Polley,
Michigan; Duane J. Mattheis, Min-
nesota; Newell J. Paire, New Hamp-
shire; Janes Allen, Jr., New York;
Dale Parnell, Oregon; J. W. Warf,
Tennessee; J. W. Edgar. Texas; and
T. H. Bell, Utah.

The over-all plan of the NEFP in-
corporates two significant concepts in
programmatic research directed to-
ward the solution of contemporary
educational problems. First, in the
initial plan of the project adequate
time and sufficient funding were pro-
vided to develop comprehensive and
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detailed plans for the specific research
to be conducted. Second, the project
represents a unique approach to pro-
grammatic research in education in
that "satellite" studies will be con-
ducted by researchers in a network of
universities across the nation in co-
operation with state departments of
education. This approach has made it
possible to assemble a research team
composed of recognized authorities in
school finance, regardless of where
they are located.

Design of the Study

The NUT comprises four separate
but interrelated and overlapping
phases. Phase i of the project (June
10, 1968, to January 31, 1969) was de-
voted primarily to planning and de-
veloping a comprehensive project de-
sign. The design of the project
involved a joint effort by school fi-

nance consultants from universities,
state departments of education, and
other agencies and organizations in-
terested in school finance. In addi-
tion, legislative leaders in all states
received questionnaires asking them to
identify what they believed were the
most serious problems in financing
education in their respective states.
Drawing upon these authorities and
resources, the central staff completed
the project design in January 1969.

Parameters of Educational Need

Phase II of the project, which ex-
tends from February I, 1969, to May
31, 1970, will draw upon systems anal-
ysis concepts, particularly Planning-
ProgrammingBudgeting Systems, to
delineate the parameters of educa-
tional need. A major obstacle to the
development of financial support pro-
grams which will provide equitably
for the needs of persons in all school



districts is the proclivity to equate
educational need with the gross num-
ber of pupils to be served, that is.
the failure to differentiate between
the varying educational needs of iden-
tifiable target populations which the
schools either are now serving or
should be serving. By identifying the
target groups to be served by various
education programs, and the unique
educational needs of each target
group, this phase of the research will
facilitate planning, programming. and
budgeting to meet these needs, as well
as provide a format within which it
will be possible to perform meaning-
ful operations analysis.

To accomplish the objectives of
Phase 11, several authorities in school
finance will conduct satellite research
projects designed to establish the
parameters of educational need of the
target groups served by each of the fol-
lowing programs:

1. Programs for regular elementary
and secondary school pupilsWilliam
P. Mc Lure, University of Illinois

2. Programs for early childhood ed-
ucation (pre-first grade)William P.
NIcLure, University of Illinois

3. Programs for exceptional chil-
dren (gifted or behaviorally disabled
children)Richard A. Rossmiller,
University of Wisconsin

-I. Programs for compensatory edu-
cation (culturally handicapped chil-
dren)Arvid J. Burke, State Univer-
sity of New York at Albany, and James
A. Kelly, Teachers College, Columbia
University

5. Programs for vocational and
technical educationErick L. Lind-
man, University of California at Los
Angeles

6. Programs for junior college edu-
cationJames L. Wattenbarger, Uni-
versity of Florida

7. Programs for adult and continu-
ing education (non-college)J. Alan
Thomas, University of Chicago

In each of these satellite projects
the investigators will seek to (a) iden-
tify or develop criteria for identifying
the target population to be served, (b)
develop accurate estimates of the num-
ber of persons in each target group, (c)
indicate the nature of the educational
programs needed to meet the needs
of each target group, that is, how they
differ from the regular educational
program, and (d) determine the cost
differentials in such programs.

The first step toward accomplish-
ment of the objectives above will be
the preparation of papers which ex-
plore the parameters of educational
need in each of the program areas
above. Each paper will be prepared
by a member of the central staff or
the project committee in collaboration
with a recognized authority in the
program area. In preparing these
papers the literature concerning each
program area will be reviewed to as-
certain the extent to which data are
available concerning target popula-
tions, educational programs, and cost
differentials, and to identify the addi-
tional research needed to accomplish
the objectives of Phase 11. Investi-
gations designed to provide the
necrIed data will then be conducted.
To obtain these data, each investiga-
tor will select a sample of states in
which may be found exemplary pro-
grams for the target population tinder
study. (Exemplary programs are de-
fined as those programs which have
been demonstrated by empirical eval-
uation to be effective or, where em-
pirical evaluation is not available,
which are advocated by authorities in
the field as being most likely to be
effective.) An attempt will be made
to include in the sample states which
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are representative of particular prob-
lemssuch as sparsely populated and
densely populated states, states hav-
ing CoMentrations of culturally or
economically disadvantaged persons
or minority groups, states having high
and low per-capita incomes, and the
likeand to provide geographic dis-
persion of the sample (insofar as these
criteria are compatible with obtaining
a sample of states which have exem-
plary programs).

Data concerning the general char-
acteristics of exemplary educational
programs for the target population
under study, and the costs associated
with such programs, will be obtained
from records maintained by the state
department of education and inter-
views with state department of edu-
cation personnel. To obtain specific
data concerning characteristics of ex-
emplary programs for the target group
under study, a sample of local school
districts will be drawn in each state.
An attempt will be made to include
in the sample, school districts of vary-
ing six and varying social, economic,
and demographic characteristics. On-
site visits will be made to the school
districts included in the sample to
(a) describe explicitly the nature and
characteristics of the program; (b)
identify the criteria for participation
in the program, the number eligible to
participate in the program, and the
number actually participating; (c) de-
termine the specific additional costs
incurred in providing the program;
(d) establish the relationship between
the cost of the special program and the
cost of the regular school program;
and (e) obtain any empirical evidence
which may be available concerning
the efficacy and benefits of the pro-
gram under study.

It should be noted that an identi-
cal sample of states and school dis-
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ticts will not be employed in each
investigation. Rather. the primary
criterion employed in selecting the
sample for each study will be the exis-
tence of exemplary educational pro-
grams for the target group under
study. It also should be noted that
the primary concern in these investi-
gations is for the cost differentials be-
tween special and regular educational
programs, not for the absolute dollar
amounts expended for such programs.
While it is recognized that expend-
itures per pupil for both regular and
special programs vary from one school
district to another, it is assumed that
the cost differentialthe ratio of the
cost of the special program to the cost
of the regular programfor special
educational programs for various tar-
get groups will not vary significantly
from one district to another. The
validity of this assumption, of course
will be tested in the course of these
investigations.

The data obtained from the sample
of states and the sample of school
districts will be analyzed to deter-
mine the general nature and charac-
teristics of exemplary programs for the
target population under study, with
particular attention directed to sim-
ilarities and differences in the pro-
grams. Additional costs attributable
to each program will be aggregated,
cost differentials will be computed for
each program category in relation to
the cost of the regular educational
program, and a range of differential
costs will be established. Program
needs will be projected to 1980, based
on standard population projections,
trends in the population in the target
group, and costs associated with edu-
cational programs for such persons.
In summary, these investigations will
provide a framework within which
educational needs may be expressed



in a programmatic format, both
quantitatively and qualitatively.

Educational Facilities

A satellite research project dealing
with provisions for financing the con-
struction of educational facilities also

will be undertaken during Phase II
by W. Monfort Barr, Indiana Uni-
versity. This study will provide de-
tailed clam concerning current pro-

visions for financing schoolhouse con-
struction in the various states and will
identify the problems implicit in these

provisions.
Concurrent with the Phase II activi-

ties outlined above, the central staff
till undertake research which will
delineate the objectives served by state

support programs, describe the models
of state support now in use, ;aid indi-
cate the extent to which existing state
support programs satisfy contempo-
rary educational needs. These studies
will include the following:

1. Identification and classification

of state school funds
2. Identification and analysis of pro-

visions which tend to either discrim-
inate against or favor certain types
of school districts

3. Trends in the use of local non-
property taxes

-1. Equalization effect of federal pro-
grams of school support

5. Extent of equalization achieved
by existing state support programs.

The result of these studies will be
used to assist in conceptualizing and
formulating models of school finance.

Fiscal Capacity of School
Districts and States

Phase III of the project (July 1,
1969, to October 1, 1970), which
overlaps Phase II, will be directed
toward examining the relative fiscal

capacity of states and school districts.
Two satellite research projects will be
conducted in this phase: (a) a study
of fiscal capacity among states and
school districts and (b) a study of the
impact of school district reorganiza-
tion on state support programs.

The first investigation will be con-
ducted by Richard Rossmiller at the
University of Wisconsin and will ex-
amine the fiscal capacity and tax
effort of states, hypothetical regional
taxing jurisdictions within states, and
local school districts. A sample of
approximately eight states will be uti-
lized. The states comprising the sam-
ple will be selected to obtain wide
geographic dispersion; to include at
least one state in each quintile (by
rank) on distributions based on per-
capita income, income per person age
5-17, and state-local taxes as a percent-
age of per-capita personal income;
states with large urban centers and
states primarily rural in character;
and states which have a large number
of local school districts and states
which have a small number of local
school districts.

trithin each state a sample of ap-
proximately 15 to 25 school districts
will be selected for intensive study.
The sample will be stratified to in-

clude core city, suburban, indepen-
dent city, and rural school districts.
Consideration also will be given
wealth (as measured by personal in-
come and/or property value) in se-
lecting the sample of districts. The
data to be gathered for each school
district will include information con-
cerning both educational services and

all other public services. Compari-
sons of fiscal capacity and tax effort
will be made, using property value
and personal income as bases and
using expenditures for education, for
all other public services, and for edu-
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cation and all other public services
combined.

School District Structure
The second satellite study, to be

conducted by Clifford Hooker at the
University of Minnesota, will focus
upon the relationship of school dis-trict organization to state aid dis-
tribution systems. State support pro-
visions concerning school district re-
organization and other statutory pro-
visions which affect school district
reorganization will be identified by
a survey of the 50 states. This survey
will provide data which will be util-
ized to select a sample of states which
provide a range of situations with
regard to provisions for school district
reorganization. From states in this
sample will be obtained various data
regarding the interaction between fis-
cal provisions and school district re-
organization, and various hypotheses
concerning this relationship will betested.

Concurrent with these two satellite
projects the central staff will examine
support programs for pupil transpor-
tation, particularly the transportation
needs of pupils in urban areas,and current provisions for financing
retirement programs for public-school
personnel. In addition, three back-
ground papers will be prepared. The
first, will provide general economic
projections and revenue estimates, adiscussion of the role *of education
in the ecc qomy, and an analysis of thevarious ta.; sources from which reve-nue for th ..? support of education

might be obtained. The second will
examine the financial implications of
the adoption of collective bargaining
or professional negotiation proceduresin education. The third will explore
the implications for financing educa-
tion of private sector activity in edu-
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cation; for example, the cost of con-
tracting certain service activities, such
as transportation and feeding, or of
certain instructional activities, such
as behindthe-wheel instruction for
driver education, as well as the cost
of providing various types of aid, such
as textbooks, for pupils attending pri-
vate schools.

Analysis of Educational
Finance Models

Phase IV (June 1, 1970, to June 30,
1971), which culminates the project,
requires the integration and synthesis
of knowledge and insights acquiredin the preceding phases to con-
ceptualize, develop, and test educa-
tional finance models which will har-
ness the fiscal resources of local school
districts, states, and the federal govern-ent so as to adequately fund the edu-
cational program needed to serve the
diverse needs of all citizens. It is not
the objective of this phase of the pro-ject to identify a single "best" model
for financing education. Rather, the
objective is to test several feasible
models against a common set of cri-
teria so that policy-makers may be
cognizant of the explicit strengths and
weaknesses of various models as they
consider alternative models of school
support. In conducting the con-
sequential analysis of each educational
support model, answers will be sought
to such questions as:

1. To what extent will the model enable
every child to have access to an educational
program which will facilitate maximum de-
velopment of his human potential, that is,
to achieve equalization of educational op.
portunity defined in terms of meeting vary-
ing individual needs?

2. To what extent will the model provide
for equity among taxpayers in distributing
the financial burden of supporting educa-
tion (and other local government services)?3. To what extent will the model provide
for equitable treatment of local school dis-
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tricts of widely varying socioeconomic, demo-
graphic, and geographic characteristics; for
example. densely populated urban areas and
sparsely populated rural areas?

4. To what extent will the model encour-
age efficiency in the use of the resources allo
cated to education?

5. To what extent will the model stimu.
late or inhibit experimentation and innova-
tion in the schools?

6. What effect will the model have on the
locus and quality of various types of educa-
tional decisions, for example~. curriculum,
personnel, facilities. and the like?

The specific models to be tested
cannot be identified at this juncture,
since the data developed in Phase 11
and Phase 111 will strongly influence
the models w!tich are identified and
analyzed. However, it is expected that
several of the educational finance
models currently in use in the various
states will be subjected to analysis.
These would include such models as
the Strayer -Haig and the Nforphet-
Johns foundation program models;
incentive models employing proce-
Mires advocated by Updegrall such
as are now in use in Wisconsin and
Rhode Island; flat-grant models; and
models utilizing both general and
categorical aid. It should be empha-
sized that the listing above is illustra-
tive, not exhaustive; that other models
now extant, proposed, or yet to be
devised will also be tested.

Conceptually, educational finance
models can be viewed as consisting
of two distinct though interrelated
components, revenue models and allo-
cation models. Implicit in practically
all revenue models currently em-
ployed in educational finance pro-
grams is the notion of a state-local
partnership in which a significant
portion of the total revenue is derived
from locally levied taxes, primarily
taxes on property. Embedded in each
revenue model is a value judgment,
arrived at through the political proc-

ess, concerning the share of revenue
which should be provided by each
-partner"the state and the local
school district. In recent years a third
"partner," the federal government, has
become increasingly active in financ-
ing education, although debate con-
cerning the propriety of the new part-
ner's involvement has not completely
abated. Thus, several possible revenue
models will need to be considered in
Phase IV. These include, for example,
[Iv: possible use at the federal level
of revenue sharing, block grants, cate-
gorical aid, or some combination of
them. At the state-local level, the
possibility of complete state financing
must be considered, as well as the pos-
sible use of local non-property taxes,
either levied and collected locally or
assupplements to taxes levied and col-
lected by the state. It is expected
several revenue models will be sub-
jected to consequential analysis.

In the matter of allocation models,
most educational finance models cur-
rently in use purport to base the dis-
tribution of funds to local districts
on their educational need vis a vis
their ability to meet their need. Typi-
cally, distribution models deal with
educational need in terms of such vari-
ables as pupils (weighted or tun -
weighted), classroom units, miles
transported, and the like. Allocation
models may consist of general aid for
all or most school purposes, categori-
cal aid for specific purposes, or a com-
bination of them. They may provide
the same number of dollars for each
pupil or differentiated amounts based
on various categories of pupils (e.g.,
elementary an 'I secondary). They may
require matching contributions by
local districts with or without regard
to their fiscal capacity, or they may
be provided without regard to local
contribution. Thus, several allocation

166
169



models will need to be considered and
subjected to consequential analysis.

Computer programs will be written
for each of the educational financemodels to be tested, and simulationprocedures will be employed to testeach model. A number of hypo-
thetical school districts will be con-structed to reflect the various programand fiscal variables identified and
quantified in Phase II and Phase HI.
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These hypothetical school districtswill be employed to demonstrate theeffect of various educational financemodels on school districts havingvarying economic and demographic
characteristics. The computer pro-grams for the various educational fi-
nance models will be available for useby individual states that wish to ana-
lyze the effects of the adoption of var-ious models on their school districts.



Long-Range Planning for Public
EducationA Texas Example

Glenn H. Ivy

BY mosT sTA:snARDs of interstate com-
parison, Texas ranks near the bottom
in educational effort and achievement,
in part because it usually stands about
34th in per-capita income. Despite
these hard facts, the Texas Legislature
in 1965 authorized the establishment
of a 15-member Governor's Committee
on Public School Education and gave
it a mandate to prepare a definite
long-range plan for national leader-
ship. To prove it was serious, the
Legislature appropriated $250,000 for
a three-year study, with no strings at-
tached, and gave the Committee per-
mission to seek additional funds from
federal and private sources. More
than a million dollars has been in-
vested in the project from all sources.

So far as we could determine, no
state has ever adopted a specific long-
range plan for public education, even
though it represents the largest ex-
penditure item in nearly all state
and local budgets. Perhaps this lack
of state planning can be traced to the
decentralized nature of most state-
wide public education systems. Or
perhaps it is because legislative bodies
are notoriously reluctant to adopt
long-range financial commitments,

Mr. Ivy is Director, Governor's Committee
on Public School Education, Austin, Texos.

particularly if they are accompanied
by painful short-range reforms. What-
ever the reason, we found few land-
marks to follow.

The Texas Context
To provide perspective for the pro-

posed long-range plan, it may be use-
ful to sketch in the outlines of the
state-wide public education system
and program in Texas. Some of the
salient characteristics include:

1. Organization Approximately
1,200 local districts enroll about two
and a half million pupils, but more
than two-thirds have fewer than 1,600
pupils each. There are -13 districts
with more than 10,000 pupils each,
and about 700 districts with fewer
than 500 pupils each. There are still
l'14 elected county school superintend-
ents (out of 254 counties). Twenty
regional educational service centers,
operating under autonomous boards,
were established in 1967. The 21
members of the State Board of Edu-
cation are elected from districts based
on the 1930 census. They appoint the
Commissioner of Education.

2. ProgramTexas has a defined
Minimum Foundation Program which
has had no basic changes since its
adoption in 1949. Personnel are allot-
ted on formula ratios to average
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daily attendance, and the ratios are
weighted in favor of small districts.
Operating funds are based on teacher
allotments, pyramiding the subsidy for
small systems. Transportation formu-
las generally exclude city school chil-
den. Textbooks are furnished free by
the state tinder a state adoption sys-
tem.

3. Staff benefitsTexas has a lib-
eral state minimum salary schedule,
and local districts are reimbursed in
terms of the degrees and experience
of personnel employed under the
foundation program. The state bears
the full cost of an attractive retire-
ment plan.

Conducting the Study
The Committee employed approxi-

mately a dozen full-time professional
staff memi:ers, recruited primarily
from the public school system. Three
principal consultants were retained:
Erick Lindman, FinanceUniversity
of California, Los Angeles: Alex Fra-
zier, ProgramOhio State University;
and Herbert LaGrone, Staffing
Texas Christain University.

Extensive data were collected from
questionnaires and field interviews
and from a wide variety of reports reg-
ularly filed by local districts with the
state education agency. Contract re-
search included: (a) testing of 67,000
highschool seniors (half of the state
total) by the American College Test-
ing Program, Inc.; (b) a study of
actual property values in all local dis-
tricts; (c) opinion polls of 500 teachers
and 1,000 other adults; and (d) exten-
sive data processing and analysis.

The Research Findings

Enrollment and Resource
Projections

Early background research for our
study turned up a study by Mushkin
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and Mc Loone forecasting a nation-
wide stabilization of school enroll-
ments., A careful projection of school-
age children, college graduates, and
personal income for Texas led us to
the conclusion that the 1970's offered
a once-inalifetime opportunity to
make major improvements in the
quality of our state-supported educa-
tional program. The projections indi-
cate that we will have fewer pupils in
grades 1.12 in 1979 than we have this
year, even if we achieve a Committee
goal of a 20 percent increase in high-
school graduation rates. At the same
time. the products of the post-World
War II "baby booni" will be enter-
ing the labor market and contributing
to an expected 60 percent increase in
personal income. They will also swell
the pool of professional talent avail-
able to the schools to the extent that
we can expect a net surplus in the
supply of teachers for most of the
next decade. (See Tables 1 and 2.)

Factors Affecting Educational
Achievement

Other research findings were a good
deal less encouraging. Texas has about
three million undereducated adults
between the ages of 14 and -19. Our
state ranks 44th in adult literacy and
42nd in school holding power. Only
six of ten beginning students gradu-
ate from high school, and many of the
graduates score at the ninthgrade
level (or below) on senior tests. We
found there were no accurate records
on either dropouts or graduates after
they left the public school system.

Using dropout rates and ACT
scores as primary yardsticks of per-
formance, we made an extensive re-

Nfushkin, Selma J., and Nfc Loone, Eugene
P., Local School Expenditures: 1970 Projec-
tions. Chicago: Council of State Governments
November 1965. 84 p.



TABLE 1.-PROJECTED PUBLIC
SCHOOL ENROLLMENTS IN
TEXAS, 1967-68 THROUGH

1979-80

Estimated public school crollment
(thousands)

Years Elementary Secondary Total
1 2 3 4

1967-68 1901.7 715.9 2617.61968.69 1914.3 738.3 2652.61969.70 1912.8 755.5 2673.31970.71 1915.7 770.3 2686.01971.72 1898.7 787.8 2686.51972.73 1866.8 804.3 2671.11973.74 1834.9 813.6 2648.51974.75 1797.2 828.6 2625.81975.76 1764.4 842.3 2606.61976.77 1750.2 850.3 2600.51977.78 1740.7 852.3 2593.01978.79 1744.6 844.3 2588.8979.80 1758.9 836.4 2595.3

Source: Estimates by staff of Governor's Corn.
mittee on Public School Education.

Based on goal of 80% graduation by 1980.

gression analysis in an attempt to dis-
cover what inputs to the educational
system might have a significant influ-
ence on its productivity. The input
factors included most of the tradi-
tional measurements associated with
educational quality such as pupil-
teacher ratios, teacher qualifications
(degrees and experience), per-pupil ex-
penditures, and number of courses
taught in the high school. To these
we added a number of student and
community characteristics including
the ethnic composition of the school
and school district, the average income
level of the community, the average
educational level of the community,
and the market value of property per
pupil in the district. The income and
educational levels of the community
proved to be the most reliable per-
formance predictors. Of course, the
ethnic composition of the district was
closely associated with these socioeco-

nomic characteristics. None of the
other factors was statistically signifi-
cant.

In a separate evaluation, ACT re-
ported that site of graduating class
was directly related to average scores
on senior tests. This finding corre-
sponded with the results of a previous
study by the Oklahoma State Regents
for Higher Education. using ACT
results which also found that students
from small districts scored signifi-
cantly lower on the tests.

Effectiveness of State
Financial Equalization

Although most of the high risk
pupils (with educational handicaps
based on family background) are con-
centrated in the metropolitan areas
of Texas. the large school districts are
severely penalized in the distribution

Oklahoma State Regents for Higher Edu-cation. In end Out 01 College. Report 1:'rite First Year. Oklahoma City: Oklahoma
State Regents for Higher Education, October
1964. p. 31.

TABLE 2.-PROJECTED LABOR FORCE
AND TOTAL PERSONAL INCOME

FOR TEXAS, 1969-1978

Years

Estimated
labor
force

(thousands)

Estimated income
(in billions)

In constant
1958

dollars
Actuol
level

1 2 3 4

1969 4,551 $26.8 $31.4
1970 4,670 28.0 '.;3.3
1971 4,797 29.2 35.4
1972 4,928 30.6 37.6
1973 5,065 32.0 40.0
1974 5,207 33.4 42.5
1975 5,355 35.0 45.21976 5,495 36.6 48.01977 5,640 38.2 51.0
1978 5,788 40.0 54.1

Source: Estimates by staff of Governor's Com-
mittee on Public School Education.
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of state school aid. We found, for ex-
ample. that districts with more than
10,0000 pupils have an average of
$32.500 of taxable property at market
value per pupil, compared with an
average of $65.000 per pupil for the
rest of the state. Vet the large districts
get an average of $30 less per pupil in
state aid.

State financial discrimination
against the urban districts comes in
two forms: (a) the defined nuininu
program does not cover the personnel
and operating expenses of a modern
school system, and (b) the formulas
which are supposed to produce an
equalized local financial effort are
badly skewed in favor of rural areas.
Texas is one of four states which still
cling to an Economic. Index as the
basis for determining property taxpay-
ing ability among its 251 (mimics.
Within each county, the share as-
signed to each local district is based
on its percentage of the county tax roll
as reported by an elected county tax
assessor. We found, for example. that
the assessor for Tarrant County was
reporting about 7 percent more tax-
paying ability for the Fort Worth
School District than its actual values
would justify. This difference alone
meant more than a half million dol-lars in lost state aid each year. A
threatened lawsuit immediately pro-
duced sonic relief for Fort Worth.

Staffing analysisDuring the years
of rapid enrollment increases, Texas,
like most states, faced a chronic
teacher shortage. Low salaries were
blamed for the shortage, and every
session of the Texas Legislature faced
popular demands for increasing the
state mandated minimum salary
schedule, with the state paying about
80 potent of every increase.

Our research indicates that at least
in recent Years, the shortages of per-
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sonnet have been concentrated largely
in a fairly limited geographical area
among a relatively small number of
districts. These districts were grouped
in South Texas, particularly along the
Mexican border, and they were char-
acterized by high percentages of Nfexi-
can-American pupils, low property
values, and minimum salaries. They
were isolated from the major teacher-
training centers and most of the urban
attractions. By contrast, most of the
major systems pay from 5500 to $1,000
a year above the minimum. and pres-
sures from local teacher organizations
force thou to maintain that differen-
tial whenever the state schedule is
raised. Across-the-board increases in
the minimum schedule have little
ellect on these concentrated teacher
shortages unless they create a surplus
large enough to force some teachers to
accept undesirable positions at the
minimum scale.

The teacher opinion poll conducted
for our Committee indicated that
work load is the primary issue of con-
cern for most teachers, with salaries
running a distant second. (Inciden-
tally. this finding has recently been
replicated in a poll conducted by the
NEA Research Division.a) 11`e found
that most men teachers (nearly 9 in
10) would be glad to work on a year-
round schedule in return for an ade-
quate annual salary, but about half
of the women prefer the long summer
vacation.

More than 98 percent of the teach-
ers and other professionals in Texas
have at least one college degree, and
3.1 percent have a master's degree. Vet
a substantial number do not take any
further formal training after receiving

3 National Education Association. ResearchDivision. "Teachers' Problems." NEA Re-search Bulletin 46:116.17; December 1968.



a permanent teaching certificate. We
also found that most of the teacher
training institutions in Texas were
lagging behind in the development of
new instructional systems techniques.

The Long-Range Plan
Our Committtee proposed a long-

range plan containing three major
component parts: (a) a Basic Founda-
tion Program, (h) a State Supple-
mental Aid Program, and (c) a State
Developmental Program. The plan
calls for scheduled expansion of exist-
ing formulas and addition of new pro-
grams over the 10-year period from
1969 -71) through 1978-79. We estimate
that the total cost of all state-sup-
ported public education programs
(from combined state, local, and fed-
eral sources) would exceed $2 billion
a year at the end of the decade, com-
pared with $8.10 million in 1%8-69.
This would represent a cumulative
increase of about S7.5 billion over
present spending levels in the 10-year
period, not counting construction
and debt retirement. With the stu-

dent population stabilized, the per-
pupil expenditure would more than
double.

Basic Foundation Program
By 1978-79, the proposed Basic

Foundation Program for districts with
more than 2,600 average daily attend-
ance would include the following
features:

I. One academic or vocational
teacher for each 2.1 pupils

2. One supporting professional and
one paraprofessional aide for each
100 pupils

3. Au operating allows, cc of $55
per pupil, with a bonus allowance of
S.100 for each vocational teacher

1. Reimbursement of up to S60 per
eligible pupil for actual transporta-
tion expenses.

County-wide districts with 1,600
pupils could operate on the same pro-
gram, with a minimum guarantee of
33 high-school teachers. The 33-
teacher minimum is designed to pro-
vide 50-55 secondary courses on a 2.I-
to-1 pupil-teacher ratio with a limit of

TABLE 3.-PROPOSED EXPANSIONS IN PERSONNEL AND
OPERATING ALLOWANCES

School
year Teachers'

Supporting
professionals'

Paraprofessional
aides'

Operating
allowance 1'

1968.69 ' 1/24.7 ADA 3.5/1,000 ADA None $23.00/ADA
1969.70 1/24.7 ADA 3.5/1,000 ADA None 23.00/ADA
1970.71 1/24.7 ADA 3.5/1,000 ADA 1/500 ADA 25.00
1971.72 1/24 1/250 1/500 ADA 27.00
1972.73 1/24 1/250 1/200 27.50
1973.74 1/24 1/167 1/125 28.00
1974.75 1/24 1/143 1/100 28.50
1975.76 1/24 1/143 1/100 39.00
1976-77 1/24 1/125 1/100 44.50
1977-78 1/24 1/125 1/100 50.00
1978.79 1/24 1/100 1/100 55.00

Additional personnel unit for major fractions.
b Transportation allowance formulas not included. Present transportation reimbursement based on

type of road, length of route, size of bus, and number of pupils transported wol,C4 be replaced by per.
pupil reimbursement formula in 1971.72. Textbooks are furnished by the state.

Present averages. Formulas are graduated by size of district and generally tied to teacher allotments.
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three separate course preparations.
This would ordinarily require a high
school of about 800 students and a
total enrollment of about 2,600 in 12
grades. All other county-wide districts
(with less than 1,600 ADA) would op-
erate under a program and budget ap-
proved annually by the State Board of
Education at a cost not to exceed
S1,000 per pupil. Every effort would
be made to provide a comprehensive,
individualized curriculum for small
districts in sparsely settled areas of the
state by using mobile laboratories and
consultants, modern communications
technology, programmed instructional
materials, etc. Regional offices of the
State Department of Education would
supervise those programs.

Table 3 shows the proposed sched-
ule for expanding current features
and adding new components of per-
sonnel and operating costs to the basic
program for comprehensive districts
during the decade.

TABLE 4SCHEDULE FOR INSTALLA-
TION OF STATE-SUPPORTED KINDER-

GARTEN AND SUMMER SCHOOL
PROGRAMS UNDER THE BASIC

FOUNDATION PROGRAM

School
year

Basic
kindergarten
qualifying

age

Basic summer
school state

appropriation
limit

196849 None None
1969-70 None S 4 million
1970-71 None 17 million
1971.72 None 30 million
1972.73 None 41 million
1973.74 5 yrs., 7 mos. 52 million
1974.75 5 yrs., 7 mos. 63 million
1975-76 5 yrs., 4 mos. 63 million
1976-77 5 yrs., 4 mos. 63 million
1977-78 5 yrs. 63 million
1978.79 5 yrs. 63 million

Includes appropriation for "educationally
handicapped" pupils from deprived backgrounds
as a priority feature.
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Provision of paraprofessional aides
would receive priority in personnel
formula expansion to permit early re-
lief in teacher work loads, the number
one issue for most teachers. By 1971-
72, each teacher would be guaranteed
10 hours per week free from instruc-
tional assignment to provide time for
lesson preparation, conferences, grad-
ing papers, inservice training, and
other professional purposes.

The Basic Foundation Program
would also be expanded by the addi-
tion of state support for kinder-
garten and summer school programs,
according to the schedule in Table 1.

The basic foundation kindergarten
program is scheduled to be initiated
in 1973-7.1 to correspond roughly with
the projected decline in elementary-
school enrollments. A priority pro-
gram of preschool education for
"educationally handicapped" children
from non-English speaking and/or
low-income families would be initi-
ated in 1969-70, as discussed under the
Supplemental Program.

Coupled with the expansion of per-
sonnel formulas would be some major
changes in the statutory restrictions
on personnel classes and qualifications
and in the state minimum salary
schedule. State law now limits founda-
tion program personnel to five broad
categories: (a) teachers, Ib) principals,
(c) counselors or supervisors, (d) spe-
cial service units (including physi-
cians, nurses, visiting teachers,
itinerant teachers, and librarians) and
(e) superintendents. Formula ratios
are provided for each of the classes
except superintendents. Of course,
local districts shuffle these classifica-
tions around to fit other personnel
requirements such as assistant super-
intendents, business managers, and
tax administrators. By the same token,
there is constant pressure to expand
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the formula provisions to include
these additional classes.

The proposed new formulas would
provide only the broad statutory
classes of teachers, supporting profes-
sional and paraprofessional aides. The
State l)eparunent of Education would
be empowered to authorize a wide
variety of professional classes and set
the qualifications in keeping with the
responsibilities. In addition, local
districts would be able to classify 15
percent of their teachers as "teacher
leaders" and 20 percent as "special
duty teachers," both at higher pay
scales. The only statutory restrictions
would be on the level of state reim-
bursement.

The proposed pay schedule is in-
dexed on a base salary of $600 per
month for beginning bachelor's de-
gree teachers. The present schedule is
tied to a nine-month term. It would
be lengthened to 10 months in 1970-
71, providing a two-step pay increase
during the next biennium. The pro-
posed salary schedule includes 10 an-
nual increments for experience (5 per-
cent for each of the first five years, 2.5
percent for the next five), as shown in
Table 5.

The objective of the proposed new
compensation plan is to provide the
flexibility needed for differentiated
teaching staff within the context of a
clef ned state program. It is patterned
on a pay plan for other state em-
ployees which has been in effect in
Texas for several years.

To offset the factors producing
teacher shortages, we have proposed
that the State Department of Educa-
tion be permitted to give local dis-
tricts authority to hire at one or two
grades above the minimum salary to
which an employee would otherwise
be entitled. This authority might be
extended to entire isolated districts, to
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schools in core city areas, or even to
whole personnel classifications such as
science teachers. The amount which
could be expended for this recruiting
would be limited to 1 percent of total
personnel costs under the state pro.
gram.

One further proposal would permit
additional latitude under the defined
program concept. Up to 10 districts
per year would be granted authority
to experiment wiqi any kind of inno-
vative program, provided the cost did
not exceed the average per-pupil cost
for the rest of the state. To cite an
extreme example, a district might con-
tract with a private educational corpo-
ration to take over the entire instruc-
tional program.

The Basic Foundation Program
would he financed from a joint state-
local effort. Each district would be
required to raise an amount equiva-
lent to a rate of 200 times each $100
of actual market value of property
within the district. The beginning
rate would be graduated per year
until it reached a maximum of 30
cents per $100 in 1979-80. No district
would have its local share raised by
the equivalent of more than Sc' per
$100 of value in any one year. The
current range is from 20 to 35i4 per
$100 among the 1,218 districts.) The
state would pay all of the remaining
costs of the guaranteed programs from
its various resources.

In technical terms, the local con-
tribution to the state-financed pro-
gram could be called a state-imposed,
locally collected property tax. The
estimates of market value would be
made by the State Department of Edu-
cation, using assessment-sales ratio
studies and sample appraisals for
property not regularly exchanged
such as oil refineries. Current local
shares would be based on market



value two years earlier, providing lead
time for local financial planning. A
market value index for 1969-70, based
on I967-68 tax rolls, was prepared as
a part of our study.

Supplemental State Aid Program

Beyond the Basic Foundation Pro-
gram, we have proposed the establish-
mem of a package of state-financed
supplemental programs. Their pri-
mary objectives would be dropout pre-
vention and adult educational recla-
matidn, and the state would use both
its own resources and applicable fed-
eral assistance to fund the projects.

The Supplemental Program for
children from deprived backgrounds
would include:

I. Priority in preschool programs
for five-yearolds and eventual pro-
grams for four-year-olds

2. Priority in summer school pro-
grams

3. An additional allotment of one
supporting professional, one parapro-
fessional aide, and $1,500 for each 100
children in elementary grades of desig-
nated schools.

In a sense, the proposed Adult Edu-
cation Program is a part of the coordi-
nated effort to ieduce the number of
dropouts. Our research indicates that
the average level of education within a
community is the single must relevant
factor in school holding power. We
reasoned that a program of adult edu-
cation might help to reinforce paren-
tal interest in preventing their chil-
dren from dropping out.

Texas is one of several states which
now face federal court suits designed
to overturn their state school aid pro-
grams under the 14th Amendment to
the Constitution. A group of Mexi-
can-American parents from thin San
Antonio area have filed a complaint
against the Governor, the State Com-

missioner, and the State Board of Edu-
cation, charging that the present pro-
gram is discriminatory because it does
not provide equal opportunity in
terms of individual ability. We be-
lieve the proposed Supplemental Aid
Program would help meet this charge,
and may be essential to the preserva-
tion of the broader foundation pro-
gram.

Developmental Program

A number of state-financed pro-
grams to encourage school district re-
organization, decentralization of ma-
jor metropolitan systems, cooperation
by districts in joint projects, and im-
proved personnel training have been
combined under the heading of de-
velopmental programs:

I. Reorganization Incentive Aid
Operating savings under the
Basic Foundation Program formulas
achievA by more efficient-size operat-
ing districts would be returned to the
reorganized systems for 10 years. It is
estimated that these funds would ap-
proximate $20 million a year for in-
vestment in new facilities or retire-
ment of existing capital debt.

2. Severatte.? PayAny professional
employee displaced by reorganization
would be entitled to a year's pay at
state expense.

3. Instructional Support Allotment.
--Districts with more than 50,000
pupils which adopted an approved
plan for decentralization ;nu) com-
munity education systems of at least
10,000 pupils each would be eligible
for a state allowance of $10 per pupil.
Districts which entered into coopera-
tive agreements for services, such as
data processing and computer-assisted
instruction, summer school programs,
and educational television networks,
would be eligible for a state allotment
of $10 per pupil. These funds would
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Probably be administered through re-
gional servize centers.

1. Development LeavesProfes-
sional personnel would be eligible for
a paid leave equivalent to a college
semester at four- or five-year intervals
(depending on the length of their con-
tract year). This program would start
in 197.1 coinciding with projected per-
sonnel surpluses.

5. Personnel Training Programs
Up to 25,000 undergraduates, begin-
ning at the sophomore level, would be
given the opportunity to work as paid
teacher aides and assistants as a part
of their professional preparatory pro-
gram. Up to 100 interns would also
be trained at state expense, with pri-
orities on preparation of specialists to
work in core city schools.

6. Examination and Evaluation
Prospective teachers would be re-
quired to take the National Teacher
Examination (or a similar test) at state
expense as a part of their certification
requirements. A comprehensive pro-
gram of student testing and follow-up
would also be funded by the state.

As in the case of the Supplemental
Program, the state would apply avail-
able federal funds to the financing of
the developmental programs. Our
basic objective was to outline a com-
prehensive program of public educa-
tion to be guaranteed by the state, re-
gardless of the availability of federal
aid.

Structural Reorganization

To make possible a comprehensive
program of public education through-
out the state of Texas at a reasonable
cost, our Committee proposed a plan
for establishing a system of competent
local districts. The plan would re-
quire that all districts have 2,600
pupils or be county-wide in size by
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1971. Using these standards, the Com-
mittee staff drew up a set of reorgani-
zation maps which would reduce the
current 1,200-plus districts to about
350. \Vc proposed that the legislature
adopt these maps as tentative guides
and authorize the establishment of
county-wide study conunittees which
would have about a year to consider
the proposals and suggest alternatives.
Niost of the program expansions rec-
ommended in the long-range plan
Ironic! be postponed until after 1971,
the target date for completion of reor-
ganization.

Status of the Proposals

The long-range plan proposed by
the Texas Committee on Public
School Education would provide a
massive transfusion of state aid for the
large school districts, particularly
those tvith high percentages of disad-
vantaged children. It would require
a major increase in the contributions
of rural districts to the state program.

As might have been predicted, the
rural areas have united in a near solid
front of opposition to the reorganiza-
tion and tax equalization features,
and their elected representatives hold
key positions in the Texas Legislature.
The urban electorate has been slow
to recognize or understand the issues,
despite a concerted effort on the part
of our Committee to explain the long-
range plan. A 30-minute color movie,
prepared in about 50 copies, has been
shown nearly a thousand tittles. Most
of the taajor television stations have
used it at least once. A digest of Com-
mittee recommendations was distrib-
uted through the Texas Outlook
magazine to 1.10,000 educational per-
sonnel by the Texas State Teachers
Association. An additional 30,000
copies of the Digest and 15,000 copies



of the full report have been distrib-
uted to service groups and individnals.
There have been dozens of endorse-

ments by major school boards, cham-

bers of commerce, and other influen-

tial groups. Despite this broad-scale
campaign, the most favorable thing
we could say about the prospects for
adoption of the proposed long-range
plan is that the issue is still in doubt.

1.78
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Revision of State Support Programs

l'crnon Sletten

NIONTANA iAS hall more than the
usual number of studies. commissions,
and committees, and has tried, since
1963, it sei-automatic association be-
tween support schedules and costs.This may give sonic insight into the
complex role of property taxes in sup-port programs.

From Crisis to Crisis
Montana's "foundation program"

was enacted in 1949 and substantially
revised in 1963. The studies. commis
sions, committees are a familiar story
in any state. Following is a chronol-
ogy of events prior to 1963:
1945Establishment of a "C:wernor's Com-

mission" (Paul Mort was a «insult:nu)
1947Failure of district remganitation and

foundation program legislation
I947-1949State and county committee or-ganization for study
1949Failure of reorganization legislationand passage of a foundation program

(combination of the fixed unit and
variable equalizing grant; general pur-pose allocation; a pupilunit base;
moderate county Icy: only pattiallytied to distribution of slate monies; a
permissive area ahead of voted levies;
a floor or minimum cost haw; millage
and participation limits)

1957-1959Legislation and appropriationfor a Tax-Education
Commission with

a full-time executive secretary ("Pea-body Study"; William McClurkin,
Erick Lindman, and others)

Dr. Melton is Professor of Education, Uni-versity of Montana, Missoula, Montana.
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In7No legislation passed
1959-1961Anoer state tommission
1961Failure of reorganization legislation
1961-1963Covernor's 50member stale

study con llll hive
1963-13asic legislative revisions of foundationlatiortprogram.

By 1961 the program was in
shambles. Schedules bore no relation
ship to cost. But some lessons had
been learned.

The 1Sweati of Educational Re-search and Services at the University
of Montana, given the task of prepar-ing models for the state committee.
drafted legislation. This legislation
was the result of 18 months of close
working relationships involving keymembers of the state committee, the
state budget director, the Governor's
office, the Department of Public In-
struction. the Montana Taxpayers'
Association. the Montana Education
Association, and legislative leaders ofboth political parties. The legislation,
a complete package of tax change for
binding and disbursement design, waspassed by tlte legislature withoutchange.

I should like to draw one inference
at this point: The political process
dictates integrated planning such as
envisaged 'y the recommendations ofthe Advisory Commission on Inter-
Governmental Relations and encour-
aged by the present availability of fed-
eral grant money for these purposes.



I believe our 1963 legislation had
some characteristics not commonly
found:

I. A maximum budget per -npil
(ADM) based on median budget ex-
penditures of school systems (size cate-
gories) of the current legislative year

2. A comity levy tied in with state
equalizing grants providing 75 percent
(not 80 percent) of the maximum
budget

3. An antomatic permissive range
of the remaining 25 percent (now 20
percent) of the maximum budget

-I. Abolishment of all millage and
participation limits

5. No limits on voted levies
6. A statutory provision that the

Department of Public Instruction
would present new schedules based on
current median budgeted expendi-
tures to subsequent legislatures and
the budget director

7. Deficiency comity levies in lien
of insufficient state appropriations.

The program is in deep trouble in
the current lep,islature. The 1965
Legislature threw out the statutory
provision in item 6 above. Hnancing
this "Retailer" type of costofopera-
tion change brought about by voted
leviesa local decisionbecame the
key issues in 1967 and 1969. Iu 1967.
schedules were made current, but only
by using heavy county deficiencies.
The first day of the 1969 Legislative
Assembly saw the introduction of
schedule changes, and the unusual in-
troduction of the companion appro-
priation bill the second week. This
was partly to bring out fiscal problems
early in the session and partly the re-
snit of Republican party action
associated with the defeat of a Repub-
lican governor who ran on the issue
of Montana's joining the ranks of
sales tax states. The Democratic
victor made effective use of the slogan,

"Pay more? What for?" In our state
there is little resemblance between
state and national postures by party.

The probabilities are strong that
the Montana Legislature will reject
the automatic schedule adjustment
factor used since 1963.

Hagen. senior economist at the
NIIT Center for International Studies,
drew the conclusion that "economic
theory has rather little to offer toward
an explanation of economic: growth,
and that broader social and psycho-
logical considerations are pertinent."'

'There is irony in our current fiscal
crisis in NIontana. We are a primary
industry state, with hundreds of small
elementary districts shielding huh's-
trial, oil, and mineral tax havens.
Associating increased county tax lev-
ies with available state monies would
create only minimal property tax in-
creases in our towns and cities. This
is known to and understood all too
well by tax lawyers representing these
interests. But Flagen's psychological
considerations are paramount and I
suggest a few inferences:

I. Montana people in general and
newspaper editors and reporters in
particular have little understanding
of tax problems. This cannot be ex-
pected of the first group without more
activity on the part of the second
group.

2. School professionals avoid the
funding problems on the absurd
premise of "keeping education out of
politics."

3. The simplistic cry of educators
for more state aid has minimized
study of the role o the property tax
in state taxation programs. There is
virtually no understanding that collec-

1 Hagen. Everett E. On the Theory ol Social
Change: lion Economic Growth Begins.
Homewood, L: Dorsey Press. 1962. 557 p.
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TABLE 1.-DISTRIBUTION OF PROPERTY ASSESSED VALUATIONS

Acreage
Residential and
(nonfarm) forms

Commercial
and

Industrial

State
assessed

and
other1

2 3 4 5United States 47.1% 8.6% 19.3% 25.0%
Arizona

41.9 4.2 12.9 41.0
California 46.9 TA 17.8 27.9
Idaho

17.0 20.2 19.0 43.8
Iowa

29.2 35.2 10.2 25.4
Montana

20.7 16.9 11.4 51.0New Hampshire 64.4 2.3 23.2 10.1
New Jersey

66.8 2.4 22.3 8.5Washington 43,0 12.6 16.7 27.7Source:

Computed from: U.S. Department of Commerce, Bureau of the Census. Taxable Property Values.1967 Census of Governments, Val. 2. Washington, D.C.:
Government Printing Office, September 1968.Tables 2 and 5.

don 'taints do not define and that a
locally collected tax may be a de facto
state tax. Rv the usual definitions we
arc a 25 percent state-aid state. Ily
pragmatic, de facto tests we are a 70
percent state-aid state.

Some Property Tax Consideration
The Advisory Commission on Inter-

governmental Relations has statedthat our chief sources of state-local
revenue represent "something more
than a three- legged stool, but less than
a sturdy four-legged structure."2 The
Commission's 966 data give these
approximations of state-local revenue:

Property taxes-526 In thou
Consumer levies -$21 billion
Federal conditional grants-$17 bil-
lion
Income taxes-$7 billion"
1 suggest that we give more- atten-

tion to the varying patterns of prop-

2 Advisory Commission on Intergovernmental Relations. Fiscal Balance in theAmerican Federal System. Vol. I. Washing.ton, D.C.: Government Printing Office, Otto.ber l967. p. I.
3 Ibid.
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city distribution state by state and re-gion by region. For example, on the
basis of derived data from the 1967
study of Taxable Properly rallies by
the Bureau of Census, such disparities
as those shown in Table I occur.Surely this table suggests differenti-
ated patterns of the use of the prop-
erty tax. In Montana, residential
property comprises one-fifth of the
state property tax base and the usual
one-half of the base in our large cities
and carefully restricted large school
districts.

Per-capita property tax collections
or property taxes as ;t percent of per-
sonnel income seem highly mislead-
ing. Table 2 illustrates this.

Montana is always a high state in
property taxes per capita, a low state
in property tax-rate studies, and a
high state in revenue or expenditures
when these are related to income.
Montana has no sales tax, a moderate
income tax and only 20 1,-recut of
its taxable property is in residential
housing.

1 suggest that in future revision of
support programs we look more care-



fully at state and regional differences

in property taxation. Systems of col-

lection by school districts and munic-

ipalities largely divorced from state

tax balance result in needlessly wide

differences in property tax effort.

Some Factors Impinging on Future
Modifications of State Support

Programs for Public
Education

Galbraith and others have spoken
and written about an atiluent society

choosing an increasing percentage of

goods and services most effectively
produced in the public sector. In

time of war there is a semi-forced al-

location of this sort.
The data in Table 3 indicate the

accelerating allocation of resources to

the public sector, particularly the

state-local level.
Surprisingly, expenditures on pub-

lic elementary and secondary educa-

tion seem to have lagged slightly be-

hind the general state-local increases

despite enrollment pressures. For

1957-1966 the state-local expenditures
rose 115 percent, and public elemen-
tary and secondary education expend-

itures rose 106 percent.' Employee

increases indicate a similar pattern in
allocation of resources (Table -I).

But there is a disturbing pattern in

funding that suggests a strong reluc-

tance for deferred gratification in the
private consumption area. The expc.)-

Advisory Gmoniission on lottrgoverrinien-
ial Re tailor's. op. cit., p. 278.

TABLE 2.-PER-CAPITA
PROPERTY TAX ESTIMATES AND OTHER MEASURES,

1966-67

State -local
revenues for

public schools
os a percent of

personal income

Property
taxes
per

capita

Rote
per 5100
market
value

$1.00
rote

per $100
per capita

Relative
property

tax at
uniform

rote

1
2 3 4 5 6

United States 4.3% $132.81 51.60 $ 83.01 100.0%

Coli:ornio .
4.8 215.62 1.70 126.84 152.8

Cch:eodo
5.4 161.39 1.80 89.66 108.0

Idaho
4.6 107.90 .90 119.89 144.4

Louisiana
5.4 52.51 .70 75.01 90.4

Moine . 4.2 130.32 2.10 62.06 74.8

Michigan
4.3 144.78 1.60 90.49 109.0

Morana 5.8 167.15 1.20 139.29 167.8

New York 4.8 179.45 2.20 81.57 98.3

Oregon
5.1 148.54 1.60 92.84 111.8

Washington
4.7 110.17 .90 122.41 147.5

Wyoming
6.0 206.81 .80 258.51 311.4

Sources,
Col. 2: National Education Association,

Committee on Educational

Public Schools, 1968. Washington, D.C.: the Association, 1969. p. 71.

Col. 3: U.S. Deportment of
Commerce, Bureau of the Census. Go

GF67 No. 3. Washington, D.C.: Government Printing
Office, 1968, p. 45.

Col 4 was computed from: U.S. Department of Commerce, Bureau

Values. 1967 Census of Governments. Washington, D.C.: Government

Table 9, p. 42.47. Governmental Finances in 1966.67. GF67 No. 3,

Printing Office, 1968. Table 17, p. 3133.

Col. 5 was derived from cols. 3 and 4.

Col. 6 was computed

Finance. Financial Status of the

vernmental Finances in 1966.67.

of the Census. Taxable Property
Printing Office, September 1968.
Washington, D.C.: Government
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TABLE 3.-ALLOCATION OF
RESOURCES TO THE

PUBLIC SECTOR

Increases, 1958-1968

Item

Implicit
Price

deflators,
1958 = 100

Without
deflators

1 2 3
Gross National product . 21.8% 92.4%Personal consumption ex-

penditures 18.4 84.0
Government purchases of

goods and services
federal

26.1 86.6State and local 38.8 139.2
Source:

91st Congress, 1st. Session. Fconomc Report of thePresident. House Document No. 91.28. Washington,D.C.: Government Printing Office, 1969. p. 227, 230.31.

nential character of deferred obliga-
tions private and public is certainly
associated with taxpayer revolt, state
and local fiscal crises, inflation, and
voluntary inability to fund more of
the public sector expansion on a cur-
rent basis (Table 5).

I have examined certain relation-
ships between expenditures per pupil
as set forth in Finaarial Status of the
Public Schools, 1968 and support de-
signs of states as found ill the 1965
Stair Programs for Public School Sup-
port. No relationship, or only a neg-
ligible relationship, exists between
state rankings in expenditures per
pupil and design factors such as inclu-
sion of teacher salaries, teacher or
classroom unit, pupil unit, fixed
grants, variable egnalitation grants,
and amount of state aid.

A high relationship exists between
state ranking in expenditures per
pupil and the state rank in personal
income per capita. This scents to sug-
gest an undue emphasis on the design
of distribution and an insufficient
emphasis on funding design and tah
balance.
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TABLE 4.-INCREASES IN NUMBER
OF PERSONS IN LABOR FORCE,

1958-1968
Type of

establishment
Increase,

1958.1968
1 2

Total nonagricultural 32.7%
Manufacturing 23.8
Wholesale and retail trade 31.3Services

54.3
Government

Federal 24.9State and local 67.5
Source:

91st Congress, 1st Session. Economic Report ofthe President. House Document No. 91.28. Wash-
ington, D.C.: Government Printing Office, 1969.p. 258.

May 1 summarize sonic suggested
implications for revision of state slip-
port programs.

1. Subdue the simplistic emphasis
On state aid and emphasize the neces-
sity of adjusting to wide differences in
state and regional characteristics of
the tax base.

TABLE 5.-NET PUBLIC AND PRIVATE
INCREASES, 1958-1968

Type Increases,
1958.1968

2
Government

Total 101.4%Federal 26.6State and local 143.4
Private

Total 129.2
Corporate 125.8Noncorporate

Farm
115.5

Mortgage (nonfarm) 122.9
Consumer

150.1
Source:

91st Congress, lit Session. Economic Report ofthe President. House Document No. 91.28. Wash-ington, D.C.: Government Printing Office, 1969.p. 296.



2. Little work is available on the
subject of "export of state taxes" and
where the consumer is really located
as a final resting place for the tax.
This scents to be highly associated
with questions of equalization from
federal sources,''

3. Property tax collection and use
may be local, but rate fixing and tax
balance arc state obligations.

1. Foundation program design with
emphasis on disbursement of funds
may have some of the futility Gal-

5 Mc Lure, Charles E. "The Interstate Ex
porting of State and Local Taxes: Estimates
for 1962." National Tax Journal 20: 9.77:
March 1967.

braid, ascribes to the esoteric models
of some economists. The emphasis
should be placed on appropriate tax
patterns for particular states and
regions.

There scents to be reason to be-
lieve that the only appropriate center
for this coordinating kind of function
is the planning center concept asso-
ciated with a governor's office. With
federal support available, every legis-
lature is considering expansion of this
function. This is the essence of the
1967 Advisory Commission Report,
Balance in the American Federal Sys-
te. Apparently this was the essence
of Governor Rockefeller's recent pre
sentation to President Nixon.

1E4
187



The Determinants of Educational Expenditures
in New York State

Lloyd L. Hogan and
Fred H. Bentley

TROUG11017T UE STATE, expenditures
for education are compounded of the
specific decisions of more than 730 in-
dividual school districts which differ
widely with respect to many impor-
tant characteristics. Differences in
these characteristics appear to be asso-
ciated with differences in level of ex-
penditures. During the 1967-68 school
year, per-pupil operating expendi-
tures aiming school districts ranged
from $380 to $1,553; exclusive of the
six largest cities these expenditures
averaged 383 per district. The dis-
tribution of these expenditures is
shown in Table 1.

Such wide differences in expendi.
tures have great implications for the
duality of education available to pu-
pils in different parts of the state. It is
a well documented fact that adequate
finance is a necessary (if not a suf-
ficient) condition for good quality
education. While high expenditures
do not guarantee good quality educa-
tion, it is almost impossible to pur-

Mr. Hogan is Assistant Director, Urban Edu-
cation, and Mr. Bentley is Senior Research
Analyst, Bureau of Educational Finance Re-
search, State Education Department, Albany,
New York.
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chase good quality education with in-
sufficient funds. To the extent, there-
fore, that differential .spending among
the various districts is indicative of
diflerential quality education, it be-
comes imperative to isolate those fac-
tors which are associated with differ-
ences in expenditure patterns.

Another important implication of
the wide differences in expenditure
levels is the effectiveness of the state
financial plan of school support. The
state aid formulas in New York State
stress the socalled equalization prin
ciple. under which an attempt is made
to insure equal and adequate quality
educational opportunity to pupils
throughout the state.

TABLE 1.DISTRIBUTION OF PER-
PUPIL OPERATING EXPENDITURES,

NEW YORK STATE SCHOOL
DISTRICTS, 1967-68

Operating
expenditures

Percent of Cumulative
districts percent

2 3

380-671 10% 10%
672.707 15 25
708.764 25 50
765-869 25 75
870.1,044 15

1,044.1,553 10 106



The Expenditure Model
Previous Studies of Expenditure
Variations

1966 study I analyzed the effects
of certain factors on expenditure
levels of school districts. The main
conchtsion was that two factors, local
resources and location inside or out-
side the New York City Metropolitan
Area, are significant in explaining var-
iations in expenditure levels. The
study also suggested that the pattern
of expentlintres in small school dis-
tricts and in the six largest cities dif-
fers somewhat from that of other dis.
tricts in the state.

A 1967 study confirmed the pre.
%ions findings, but suggested the pos-
sible operation of other important
factors. It concluded that the most
important characteristic is the level of
local fiscal resources available to the
district. Second in importance are lo-
cation inside or outside the New York
City Metropolitan Area, the level of
local tax rate for school purposes, and
the professional stall -pupil ratio. The
method used, however, did not give
the numerical impact of the two latter
factors.

Hypotheses To Be Tested

Based on the conclusions of pre-
vious studies, this study postulated
that variations in the level of per-
pupil expenditures can be explained
by variations in four factors: (a) local

Mogan, Lloyd 1.. Toward a System of
Classification of School Districts in New York
State. Albany: University of the State of New
York, January 19(6.

2 Hogan, Lloyd L. "Financial Characteristics
of IlighExpenditure Districts in New York
State." The Challenge of Change in School
Finance. Proceedings of the Tenth National
Conference on School Finance Sponsored by
the Committee on Educational Finance.
Washirgton, 1). C.: National Education Asso-
ciation, 1967. p. 97-107.

property tax base per pupil (X,), (b)
local tax rate for school purposes (X,),
(c) size-location index (X.), (d) pro-
fessional staff-pupil ratio (X).3

In practically all studies the local
property tax base has been found to
be the most important determinant
of expenditure levels even though
state aid formulas attempt to neutral-
ize much of its effects. The hypothesis
above asserts that this factor in con-
junction with the other three, is still
significant in explaining expenditure
differences. In 1967.68, the per-pupil
property tax base ranged front $5,000
to over $22.1,000. Exclusive of the six
largest cities, the average was approxi-
mately. $25,000. This factor, of course,
is not subject to local discretion.

The local tax rate for school pur-
poses is measured by the ratio of local
school tax levies to hill value of tax-
able real property. Where nonprop-
erty taxes are levied for school pur-
poses, they are included in the mea-
sure. This factor is subject in large
part to the control of the local school
board. Given the level of state aid,
federal aid, and other nontax reve-
nues, the local board's decision to set
the tax rate is a decision about the
level of expenditures and conse-
quently the type of educational pro-
gram to be provided to the pupils.

During 1967.68, local school tax
rates varied between 0.6 percent and
3 percent, averaging 1.7 percent.

The size- location index is a device
for measuring three types of districts
whose expenditure patterns appear to
be different. Districts outside the New
York City Metropolitan Area appear
to spend a significantly smaller
amount than districts inside the New
York City Metropolitan Area. This

3 The X's in parentheses refer to variables
as indicated in model and reported in the
data tables.
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may very well be a measure of differ-
ent economic market conditions.
has been found that small dis.tricts
tend to have expenditure levels in be-
tween the two groups mentioned
above. For purposes of this study this
factor identified small districts as

those haying fewer than 1,000 pupils,
no matter where they were located.
Among the remaining districts this
factor identified districts in the New
York City Metropolitan area and
those outside the New York City
Metropolitan Area. This factor, also
is completely beyond the control of
local decision-making agents.

The professional staff-pupil ratio,
also highly variable, measures the
largest single item in the perpupil
operating expenditure budget. For
example. in 1967-68, the professional
stall per 1.000 pupils ranged from 31
to 98; exclusive of the six largest cities
the average was 59. Included in this
measure were teachers. administrators,
and other certified supporting person-
nel.

This factor is a strategic one in
decisions about the types of educa-
tional programs to be provided to pu-
pils. Indeed. it is a partial indicator
of the quality of education. It would
be a better indicator if it could be sub.
jected to differential weights based on
the qualitative characteristics of the
professional staff component. In any
case, it is subject to local discretion.

The data used in the study were
based on a sample of 50 school dis-
tricts representative of the major
school districts (exclusive of the six
large cities) with respect to many
important financial characteristics.'
Once the basic parameters were esti-

4 Bentley, Fred II. An Experimental Sample
of the Major School Districts in New York
State, unpt,blished discussion paper. May
1966.
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mated. the study applied them to all
the major school districts in the state
which maintain a full K-I2 program.

The statistical technique commonly
referred to as a multiple regression
analysis was used to isolate the specific
numerical effect of each of a number
of independent factors which jointly
explain (or describe) variations in
some one dependent variable.

The dependent variable is the per-
pupil operating expenditure (Y). a

measure defined by the statutes for
purposes of state aid distribution.
lowever. in most cases it measures the

direct educational expenditures on
pupils attending school in the district
from kindergarten through grade 12.
It is current expenditures exclusive of
such auxiliary and highly variable
components as school bus transporta-
tion. debt service on school buildings.
inter-district expenditures, and fed-
eral revenues.

The measure of pupils used to de-
flate the expenditures was the number
of pupils in weighted average daily
attendance (kindergarten attendance
weighted by one-half, first-through-
sixthgrade attendance weighted by
one. and sevenththroughtwelfth-
grade attendance weighted by one
and one-quarter).

Formal Statement of the Model

formal statement of the expendi-
ture model is given by Y=a1X1+

a,X, + a,X.,+a+ error
where the "error" term is independent
of each variable and normally distrib-
uted with a mean of /cm and a finite
variance. The a's are to be estimated.

The fifth factor included in the
model is for statistical completeness.
It is the reciprocal of the number of
pupils or the ratio obtained by divid-
ing 1.0 by the number of pupils, and
accounts for sonic of the residual et-



fects (on gross expenditures) of pupils
which were not completely eliminated
by the per-pupil data. Justification for
its inclusion is a technical matter be-
yond the scope of this paper.

These assumptions describe a linear
regression in which ordinary least
squares technique yields maximum-
likelihood estimates of the parameters
(a1). However, some of the limitations
which inhere in this type of model
should be noted.

Limitations of the Model

The postulate of a linear relation-
ship connecting the dependent vari-
able with the independent variables is
quite heroic. Very few processes can
be described accurately by such a
model. At best it is an approximation
to reality and was assumed merely for
its simplicity and the ease of computa-
tion it generates.

The assumption of a normal distri-
bution of the error term does not pre-
sent great difficulties. Indeed, such a
distribution can be used to approxi-
mate a wide class of other distribu-
tions. Making use of this assumption.
however, provided for computational
simplicity.

The assumption that the error is
distributed independently of the inde-
pendent variables is equivalent to the
statement that the line of causation
(antecedence) runs in one direction
onlyfrom the independent variables
to expenditures. This may be true of
the property tax base and the size-
location index. Staff-ratio or tax rate,
however, appears to depend on ex-
penditures.

For example, if the decision of local
boards is primarily an educational
program decision, a given program
determines an expenditure level. But
given the expenditures (under exist-
ing systems of state-school financial

support), a corresponding local tax
rate is implied. Under these circinu-
stanc,-i the level of expenditures may
be s; '.o "cause" the level of tax rate.

possibilities hold with respect
to the interaction between staff-ratio
and expenditures.

The problem here is obviously one
of interdependence, suggesting that
the appropriate model should be a
simultaneous equation model consist-
ing of at least three equations. The
oneequation model postulated here is
thus to be taken as an initial probe
of reality which gives a broad descrip-
tion of expenditure variations rather
than a cause.and.effect relationship.

The Model as Testable Hypotheses
The major hypothesis underlying

the model was that the four factors,
taken together, were significant in ex-
plaining variations in per-pupil ex-
penditures among the major school
districts.

A secondary set of hypotheses pos-
tulated that the specific numerical
effect of any given factor on expendi-
tures was significantly different from
zero, when the effects of all other
factors were held constant.

Estimate of the Expenditure
Model from Sample Data

General Properties of the Estimated
Model

Table 2 shows the estimated regres-
sion coefficients as well as other re-
lated measures.

The chief result of the estimates of
the model was that the five factors
jointly accounted for 87 percent of
the variation in operating expendi-
tures among the districts in the
sample.

The 13 percent unexplained varia-
tion is still of practical importance.
It implies a standard error of estimat-
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ing operating expenditures from this
model of $52 per pupil. For New York
City, for example, this could mean an
error of estimating the school budget
by as much as $51 million; similarly,
for a school district like Buffalo this
could imply an error in estimating the
school budget by as much as $3.5
million.

Undoubtedly some of the unex-
plained variation might be the result
of errors in measurement of operating
expenditures, or the existence of
highly peculiar local circumstances, or
simply random and unpredicable be-
havior of those responsible for the
construction of school budgets. How-
ever, further research needs to be con
ducted to test for the systematic opera-
tion of one or more additional factors
not now included in this model, since
this is probably the main source of the
unexplained variation. A factor such
as the quality of the staff readily sug-
gests itself as a candidate for inclusion
in the model.

Table 3 shows the actual and esti-
mated expenditures for the sample of
50 districts.

The Specific Impact of the
Factors in the Model

One of the questions raised by this
study was whether each of the indi-
vidual factors was significant in
explaining expenditure variations
among school districts. A related
question concerned the order of im-
portance of the factors.

The conclusion to be drawn from
the estimated model is that each of the
five factors is statistically significant.
The last column of Table 2 shows that
the calculated value of the student T-
ratio for each of the parameters
varies in absolute value from 3.5 to
5.8; i.e., greater than 2.7 required for
1 percent level of significance.

The magnitude of this ratio gives
some indication of the relative impor-
tance of each of the factors. Table 2
suggests that the property tax base is
the most significant; the professional
staff ratio is the second most impor-
tant although all of the remaining
variables are not too far behind.

Temporal Stability of the Model
The usefulness of a model of the

type developed in this study is the ex-
tent to which it can predict the ex-
penditure level of any given school
district from estimates of the values of
the independent variables. Since the
model is based on cross-sectional data
for a given year, its prediction of fu-
ture expenditures will require that the
numerica values of the parameters
remain constant over time (or at least
vary according to some systematic pat-
tern) and that the same independent
variables are operative from year to
year. This is what we mean by the
stability of the model.

Five Estimates of the Model,
1964.1967

In addition to the estimates for
1967.68 the same model was estimated
from sample data for 1963.64, 1964-65,
1965-66, and 1966-67. These estimates
are shown in Table 4.

Over the five years the same five
independent variables jointly account
for 86 percent, 82 percent, 84 percent,
86 percent, and 87 percent, respec-
tively, of the variation in per-pupil
operating expenditures; the corre-
sponding implied standard errors are
$40, $50, $49, $51, and $52. Further-
more, all five regressions are signifi-
cant at the I percent level based on
the F test.

In all of the years the direction of
influence of each of the factors on per-
pupil operating expenditures is the
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TABLE 5. SIMPLE INDEX OF DETERMINATION BETWEEN PAIRS OF
SELECTED VARIABLES NEW YORK STATE, 1967-68

Variables x, x, x, X, X2 Mean
Standard
deviation

1 2 3 4 5 6 7 8 9

Y 0.465 0.423 0.415 0.399 0.059 802 139
X, 0.465 0.098 0.124 0.016 0.071 23,412 13,321
X2 0.423 0.098 0.t58 0.299 0.013 0 1

X, 0.415 0.124 0.153 0.268 0.049 56 7
X, 0.399 0.016 0.299 0.268 0.0002 16.42 4.28
X2 0.059 0.071 0.013 0.049 0.0002

same. In particular the property tax
base, size-location index, professional
staff -pupil ratio, and local tax rate are
all positive in their impact on operat-
ing expenditures.

Summary and Conclusions

The Expenditure Model
In this study we postulated the ex-

istence of a linear expenditure model
which could describe the variations in
per-pupil expenditures in any given
year. The model used four basic fac-
torsproperty tax base, local school
tax rate, size-location index, and pro-
fessional staff -pupil ratioas variables
which in combination could describe
expenditure patterns. A fifth vari-

196

able was introduced merely for tech-
nical statistical reasons.

The model was estimated from a
sample of 50 districts based on data
for 1967-68. It was concluded that the
model as a whole as well as eath of
the independent variables was sta-
tistically significant in explaining vari-
ations in expenditures.

As a test of the stability of the
model over time an additional esti-
mate was made for each of the years
1963.64, 1964.65, 1965.66, and 1966.67.
In general over the five years the
parameters appear to be relatively
stable.

Table 5 gives some additional data
from the study.



Bond Issue Election Defeats:
Selected Western States, 1966-67

II'. Montfort Barr and A. T. Lindley

THE NUMBER of school bond and tax
elections going clown to defeat
throughout the nation is increasing.
The U.S. Office of Education re-
ported a tuitional total of 543 defeats
in 1,625 school bond elections during
the 1966.67 school year.' The 543 de-
feats comprised proposals totaling
$944 million of the $3,063 million sub-
mitted to the voters. Time raised a
question regarding the plethora of
school bond and tax rate defeats. Is
there a school tax revolt in the United
States?

Flanigan,2 in a rebuttal, pointed out
that an increased number of bond is-
sues, larger dollar amounts, and in-
creased school tax rates were the rule
in many districts throughout the na-
tion.

I Barr, Richard, and Flynn, Edith. Bond
Saks for Public School Purpose, July 1, 1966
June 30, 1967. U. S. Department of Health,
Education, and Welfare, National Center for
Educational Statistics. Washington, D.C.:
Government Printing Office, January 1968.
8 p.

2 Flanigan, Jean M. "Is There a Tax-
payers' Revolt?" Phi Della Kappan 49: 88.9l;
October 1967.

Dr. Barr is Professor of Education, Indiana
University, Bloomington, Indiana. Mr. Lind-
ley is Associate Secretary of Indiana School
Boards, Bloomington, Indiana.

Admittedly, the voters often say,
"No." A growing betty of research has
examined the reasons advanced for
the "No" votes. This report is pri-
marily concerned with the perceptions
of voters and of school officials as to
the reasons for the "No" votes. Bond
issue election defeats were selected as
the focus for the study because of the
availability of data, the familiarity of
the investigators with school facilities
financing, and the realization that
many of the problems resulting from
social change may be examined within
the framework of r.11001 10";-ad elec-
tions.

Table 1 illustrates the growing
trend toward an increase of school
bond issue defeats in California. The
referendum of November 5, 1968, re-
sulted in defeat of the state bond issue
for college and university facilities as
well as defeats of local school bond
issues.

A series of studies concerned with
the instigation of social change have
recently been conducted at Iowa State
University for the Department of De-
fense, the Department of Agriculture,
and the Office of Education. The
study for the last mentioned agency
concerned the perception of school
superintendents as to the major rea-

If
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TABLE 1. SCHOOL BOND ISSUE DEFEATS IN CALIFORNIA
IN RECENT YEARS

School
year

Number
submitted

Defeated Amount
submitted
(millions)

Defeated

Amount
(millions) PercentNumber Percent

1 2 3 4 5 6 7

196142 171 56 32.7% $ 548 $215 39.2%
196243 245 85 34.7 498 134 26.8
1963.64 252 96 28.1 515 143 27.8
1964.65 235 82 34.9 673 105 15.7
1965.66 202 101 50.0 569 260 45.7
1966.67 167 95 56.9 455 141 31.0

Total 1,272 515 40.5% $3,258 $998 30.6%

Source: Data for 196546 and 196647 from the California State Department of Education, Division
of Public School Administration, November 16, 1967. Data for prior years from Bond Sales for Public
School Purposes, an annual publication of the Natinal Center for Educational Statistics, Office of
Education.

sons for passage or defeat of school
bond issues. Beal concluded that fu-
ture investigators might well analyze
the perceptions of voters as well as
those of superintendents.

It was in accordance with this sug-
gestion that a regional pilot study was
designed to investigate the possibility
that school officials and voters might
well differ in their perceptions of the
reasons for a local bond issue defeat.

Real's simplified social action
model " was selected as a theoretical
framework for analysis of the social
action in the school district which re-
suited in defeat of a bond issue elec-
tion. In accordance with this model,
five stages are or should be encoun-
tered in each bond issue election.

I. Characteristics of the community
2. The long-range school facilities

plus the financial plan and its eco-
nomic implications

3. Involvement of the community
in planning, in the timing of the cam-.

:I Heal. George M., and others. Iowa School
Bond Issues, Data Book. A cooperative re.
search project with the Office of Education,
Ames, Iowa: Iowa State University, Depart.
ment of Sociology and Anthropology, 1966.
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le 5o

paign, and in communications regard-
ing the election

1. Analysis of voter turnout and
election returns

5. Evaluation of the many variables
which contributed to the election re-
sults.

The unjor purpose of this study was
not to ascertain merely why a bond
issue was defeated in the election. Far
more important, in the opinion of the
authors, was analysis of the perception
of school and community leaders as
to the reasons for the defeat. Con-
sequently an evaluative guide was
prepared for each of the districts
which was being studied. Objective
measures of many variables in each
step of the social action model were
determined. Interviews were then
conducted with school and community
leaders, and their perceptions as to
the reasons for a bond issue defeat
were compared with the validating
criteria.

From .t careful review of the litera-
ture concerning bond elections a

checklist of 50 key items was devel-
oped and utilized as a guide in the
interviews.



Districts school superintendents, as
a group, were very cooperative in set-
ting a definite time for the interview
team to conic to a local school system
and in identifying local community
leaders who were familiar with the
local school system and the local
school bond campaign. Approxi-
mately 80 percent of the local school
districts in the five-state area which
had suffered bond election defeats
chose to participate in the study.
Junior college districts were not in-
cluded.

The study involved only a few large
urban school systems but many urban-
rural and small rural school systems.
Characteristics of the districts may be
seen in Table 2.

Procedures

The two investigators conducted in-
terviews with the school superintend-
ent, staff members and school-board

members in each school district which
participated in the study. An equal
number of informed voters in the
same districts were interviewed. The
latter were selected after consultation
with community leaders. Interviews
were private, nonstructured, and
openended.

A checklist of factors considered
germane to the election defeat was
gradually developed. Results of the
interviews were transferred to the
openended checklist as soon as pos-
sible after the interviews. Each sug-
gested factor was rated highly signifi-
cant, of some significance, or of little
or no significance to the outcome of
the bond election.

A validating checklist was also pre-
pared for each school district. This
checklist reflected the considered
judgment of the investigators based
on their examination of local mu-
nicipal and school data, campaign

TABLE 2.--ENROLLMENT GROUP, ORGANIZATION, AND NATURE OF
ECONOMIC BASE, BY NUMBER OF SCHOOL DISTRICTS IN THE
WEST COAST STUDY OF SCHOOL BOND ELECTIONS DEFEATS

Number of school districts

Item California Idaho Nevada Oregon Washington Total Percent

2 3 4 5 6 7

ENROLLMENT
Less than 1,000 12 4 17 25.0%
1,000.4,999 22 3 2 28 41.2
5,000.9,999 10 16.2

10,000.14,999 7 7 10.3
15,000.19,999 2 2 2.9
20,000.24,999 2 2 2.9
25,000 and over

1 1.5

Total 55 4 1 7 1 68 100.0%
DISTRICT ORGANIZATION

Elementary 13 14 20.6%
Elementary union 9 9 13.2
High school I

1 1.5
High school union 17 2 1 20 29.4
Unified 15 2 1 5 24 35.3

Total 55 4 1 7 1 68 100.0%
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literature, reports of hearings and
meetings, editorial opinions, election
returns, and press releases. Many of
the districts had a wealth of material,
both pro and con. Usable returns
were obtained from 68 participating
districts.

Analyses were made of the percep-
tions of school officials and patrons re-
gardi:ig the most significant items.
Correlations, chi-square analyses of
significance, and the agreement or the
divergence of each group of respon-
dents were computed for each category
of responses, situational, the bond
issue, and the bond campaign. This
procedure was also followed for each
item within the categories when the
number of responses permitted. The
small number of interviews in each
district precluded any opportunity of
significant analysis of data for indi-
vidual districts.

Data for 55 school districts in Cali-
fornia were analyzed separately. Data

for a total of 13 districts in Idaho,
Nevada, Oregon, and Washington
were analyzed v.s a group.

Table 3 shows the rank attributed
to 15 major factors in the opinion of
California voters, and the rank given
these factors by administrators and
school-board members. A weighted
mean response of 2.0 or higher was
regarded as an indication that the
item was regarded as a major factor
which contributed to the bond elec-
tion defeat. A weighted mean of 1.50
to 1.99 was regarded as indicating that
the factor contributed to some extent
to the defeat but was not of major
consequence. A weighted mean of less
than 1.50 was regarded as of little or
no importance to the defeat.

After each interview the perceptions
of those interviewed were classified by
the investigators as of major impor-
tance to the defeat, a weight of 3;
some importance to the defeat a
weight of 2; little or no importance

TABLE 3.-FACTORS MENTIONED MOST FREQUENTLY AND HAVING THE
HIGHEST WEIGHTED MEAN, CALIFORNIA ONLY

Ronk

Selected variables

Weighted mean

Voters Officials Voters Officials

1 2 3 4 5

1 1 Percentage of vote required for passage 2.7215 2.9250
2 2 Level of the local school tax rate 2.6329 2.4375
3 4 Level of the local overall tax rate 2.5949 2.3750
4 3 Unification election scars 2.5571 2.4533
5 6 Inflationary trends in school costs 2.4324 2.2308
6 5 Conflict between elementary and secondary district

bond or tax elections 2.3529 2.3729
7 12 Nature of the proposed construction program 2.3077 1.9250
8 9 Economic level of the community 2.2208 2.0380
9 29 Dissatisfaction with the administrative staff 2.2152 1.6296

10 25 Criticism of schools 2.2152 1 7160
11 11 Inclusion of the bond issue in an omnibus propel.

sition 2.2075 1.9815
12 8 Geographic area included in the district 2.1688 2.0506
13 13 National political, social, or economic problems 2.1190 1.9130
14 7 State political, social, or economic problems 2.1169 2.1600
15 10 Percentage of citizens age 65 or older 2.1139 1.9877
16 14 State required election procedvres 2.1039 1.9103
25 IS Lack of interest in local public schools 1.9114 1.9048
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TABLE 4.ECONOMIC BASE, AREA, LEVEL OF TAX BASE, AND LEVEL OF
SCHOOL TAX RATE, BY NUMBER OF SCHOOL DISTRICTS IN THE WEST

COAST STUDY OF SCHOOL BOND ELECTION DEFEATS

Item California Idaho Nevada Oregon Washington Total Pe.cent

1 2 3 4 5 6 7 8

ECONOMIC BASE
Rural 30 3 6 39 57.4%
Urban 20 1 1 1 23 33.8
Industrial
P4sort S 5 7.4
Mining I 1 1.4

Total 55 4 1 7 1 68 100.0%

AREA
Compc.ei 14 1 2 17 25.0%
Diverse 30 1 4 36 52.9
100.400 square miles 6 2 1 9 13.3
Over 400 square miles 5 6 8.8

Total 55 4 1 7 1 68 100.0%
LEVEL OF TAX BASE

Below average 17 1 1 19 27.9%
Average ....... .. . 32 4 6 42 61.8
Above average 6 1 .1 10.3

Total 55 4 1 7 1 68 100.0%
LEVEL OF SCHOOL TAX RATE

Below average 11 1 2 14 20.6%
Average 37 4 5 47 69.1
Above average 7 7 10.3

Total 55 4 1 7 1 68 100.0%

to the defeat, a weight of 1. Results
of this analysis for factors not in Table
3 for California districts appear in the
list at the end of this paper.

Situational Factors
The perceptions of respondent

groups, school officials and patrons,
as to major reasons for bond issue de-
feats, were generally in close agree-
ment regarding certain situational
variables.

In some mixed communities with
an area where Mexicans, Spanish-
Americans, Negroes, and whites are
thrown together, the support of
schocls is largely determined by how
they relate to each otherhow they
manage their problems, especially in
such areas as health, welfr:re, recrea-

tion, housing, and politics. In com-
munities where one of the ethnic
groups largely controls the manner in
which the community needs are met,
the schools do not have the support
they need. Some ethnic groups tend
to blame what they call the system
for not meeting their needs. Schools
have much better support in com-
munities whciz the various ethnic
groups have learned to work together.
Specific areas of human need are
identified, and there is a united ap-
proach by community leaders in seek-
ing a solution to specific problems.

Voting Requirements and Taxation

The percentage of votes required
for passage (662/; percent in California
and Idaho) was regarded as a major
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reason for defeat of bond issues in
these states. General resistance to
higher property taxes was a signifi-
cant item, almost invariably men-
tioned. A state can double the income
tax rate, the nation can increase the
social security rate and add a sub-
stantial income surtax, many mu-
nicipalities and authorities can tax
and bond with little regard for the
opinion of the individual voter. A
school bond or tax election is one
opportunity for the voter to register
a protest against high taxes.

State Fiscal Policy
California has an effective state loan

plan for local schoG! construction.
With the exception of Washington,
state support for school construction
was not available to local districts in
the states included in the study. This
legislature policy places the burden of
construction costs on the local tax-
payer and on the property tax base.
Studies in states having adequate state
support, from nonproperty tax
sources, of capital outlay and debt ser-
vice indicate that voter resistance to
bond issues is not as pronounced as
in states having little or no state sup-
port for this purpose.'

Unification and Mobility
Unification elections, whether suc-

cessful or unsuccessful, have left scars
in many West Coast school districts.
These scars often may be the reason
for "No" votes in bond referendums.
Changes in attendance areas, location
of proposed building sites, and

4 Barr, W. Montford, and Wilkerson,
William R. "State Participation in Financing
Local Public-School Facilities." Trends in
Financing Public Education. Proceedings of
Eighth National Conference on School Fi-
nance Sponsored by the Committee on Educa-
tional Finance. Washington, D.C.: National
Education Association, 1265. p. 224.3%
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changes in the vertical organization
within the new district were fie-
quently mentioned by patrons and
school officials as major reasons for
opposition to a school bond issue.

The rapid change taking place in
the general population, with migra-
tion both into the district and out of
the district, leads many citizens to be-
lieve that future changes in the pop-
ulation will not justify the building
of additional facilities. In some com-
munities where there has been a
rapid in-migration that has necessi-
tated school construction, there is a
deep feeling of resentment concerning
the tax burden that local community
must bear. Rapid increase in popula-
tion through in-migration compounds
the local community problem when
there are ethnic differences.

Reference was frequently made to
"our" school, the nearby elementary
school, or to "their" school, the high
school attended after unification. Feel-
ings seemed to be as intense in dis-
tricts where unification had been de-
feate,1 as in those where it had been
legally enacted, but often only grudg-
ingly accepted. Conflict between
elementary and secondary districts in
areas where unification had not oc-
curred (44 of the 69) was a major fac-
tor in bond issue defeats in these dis-
tricts in the opinion of both school
officials and patrons.

Inflation and the Economy

Inflation in operating as well as
construction costs was regarded as a
major factor in bond issue defeats in
many districts. Ref' t.ences to marble
palaces were not as frequent as to
lush administrative offices, carpeting.
space for fads and frills, and luxurious
junior high and middle schools. Gen-
eral agrc.-ment by both groups on the
importance not only of inflation bat



also of changing standards of school
construction was evidenced.

The economic level of the coin-
munity was advanced both by voters
and by officials as a major factor in
bond referendum defeats, apparently
with sonic justification, since only
seven of the 68 districts had a tax base
per pupil which was above the county
average.

Citizens 65 and Older and
Military Personnel

One result of migration is a con-
centration of citizens 65 and older in
the West Coast states, many of them
retired and on a !...A a income. Voters
and school °Mt tds aike recognized
the probability !:ieir bond de-
feats were attributai,ie to some extent
and in certain areas to a major extent
by negative votes of sonic of the el-
derly citizens, whom they believed
were voting against tax increases
rather than against bond issues.

Residents of military bases also were
regarded as a problem in a few areas
where it was believed that there was
a reluctance to register as well as to
vote.

National and State Conditions
The effect of national problems,

such the Viet Nam conflict, the cold
war, increasing federal budgets, civil
disturbances, and youthful unrest,
were mentioned by only about one-
half of the respondents ! ut were re-
garded as of major importance to
school bond defeats by those who did
mention them.

State political, social, or economic
problems were mentioned by almost
all who were interviewed and were re-
garded as ranging from sonic to major
importance as factors which often led
to a negative vote. A voter weighed
down with national and state concerns

may register a negative vote as a result
of general frustration.

Geographic Areas
Closely allied to the aftermath of

union and unification elections was
the troublesome aspect of geograph-
ical area. School officials and patrons
alike recognized the difficulty of main-
taining unity in a district which em-
braced, for example, a famous seaside
resort, a new industrial area, and a
sprawling military installation. School
districts several hundred square miles
in area, such as in some desert areas
of California and county school dis-
tricts in Nevada, often had several
distinct and diverse community cen-
ters within the district.

Differences in Perceptions
Many of the situational variables

which lead to bond issue defeats have
been perceived alike by school officials
and by the electorate. A number of
others, sonic relating to the educa-
tional climate in the district, were
varyingly perceived.

Community Relations
For sonic factors the voters saw sub-

stantial effect on bond issue defeats,
but school officials regarded the same
factors as having had little effect.
Among these factors were general
criticism of the schools, dissatisfaction
with the administrative staff, and dis-
appointment with the school board. A
credibility gap seemed to exist in
many school districts, not only in
relation to the specific bond election.
but also antedating the election and
involving many school procedures.

Voters also tended more si;ongly
than school officials to attach impor-
tance to impatience with teachers as
a factor in bond defeats. Teaching
methods, lack of teaching dedication,
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growing teacher militancy, commut-.
ing teachers, and salaries were fre-
quently mentioned by citizens as be-
ing somewhat responsible for negative
votes. Voters and school officials alike
believed that a lack of pride in local
schools and comparisons with neigh-
boring schools had some but not ma-
jor importance in election defeats.

Concerti was expressed by a number
of California voters regarding student
conduct, student militancy, and stu-
dent demonstrations in some high
schools, colleges, and universities. The
feeling was often expressed that the
schools condoned "permissiveness"
and that a backlash of resentment ac-
counted for some negative votes en
school fiscal matters.

School officials, board members, and
superintendents reported lack of in-
terest in public school as a factor in
defeats. Voters ranked lack of inter-
est as having only a minor effect.

Mobility

The West Coast is a modern melt-
ing pot of people from many states
and many parts of the world. The
social problems resulting from a mo-
bile population, the presence of many
ethnic and racial groups, and differ-
ent social and economic backgrounds
of citizens were mentioned by both
voters and school officials. Admin-
istrations tended to attach more im-
portance to this group of factors as
a reason for negative votes than did
the voters.

Voters stressed, for example, the
unwillingness of the Spanish-Ameri-
cans to register and vote, since this
might lead to jury duty which they
could ill afford. However, even in the
fertile California and Oregon Valleys,
having large numbers of migrant
stoop laborers, ethnic and racial in-
fluence was not considered a major
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element contributing to bong election
defeats.

Voters stressed the idea that school
support has increased substantially.
When building programs that require
greatly increased financial effort by
the community are proposed, sonic
generally opposed the construction,
irrespective of need. Voters recog
nized that inflation affected the things
they brought, but they were quite
concerned over why the cost of school
facilities was so great. When evidence
was given that the financial costs of
the proposed construction would not
raise tax rates drastically, community
leaders were more willing to evaluate
the need for the proposed building
program.

Voters also seemed to be concerned
over the great differences that ex-
isted among different communities in
terms of the financial effort in support
of public schools. The socioeconomic
condition of various communities af-
fected their ability to support schools
and indirectly determined the tax rate.
When one community needed to vote
for both a tax over-ride and a bond
issue, while a near-by community did
not need to vote for a tax over-ride,
community leaders seemed to be con-
cerned. In conununities where the
income per capita or per family was
high, increased school expenditures
were looked upon more favorably.

What was the real problem regard.
ing the bond issue? The respondents
overwhelmingly perceived dissatisfac-
tion with the construction program
for which the proposed bond issue
was to provide the real culprit.
Voters attached even more weight to
this factor than did school officials,
although both groups of respondents
regarded dissatisfaction with the con-
struction program as a major factor
in many of the West Coast defeats.



The nature of this dissatisfaction
was often discussed at length, and it
provides much Jr the substance of the
concluding section of this paper which
deals with the specifics of the bond
issue campaign.

The Bond Issue

Research has shown that the plan-
ning of the bond issue has important
consequences for its eventual passage
or defeat by the electorate. Evidently
school officials on the West Coast were
familiar with the technical aspects of
planning bond issues and had avoided
many of the pitfalls which lead to al-
most certain defeat. Findings of re-
search studies by the major univer-
sities and research agencies were
frequently mentioned, both by officials
and by voters.

No attempt was made to identify
and/or evaluate the power structures
in the various communities studied.
However, certain factors, such as (a)
tenure of board members, (b) tenure
of the superintendent, (c) viable
teacher organizations, (d) fiscal in-
dependence, and (e) general opera-
tional information, constantly came
up in interviewing citizens.

In school districts where bond issues
received approval of over 50 percent
of the voters but not the necessary
two-thirds vote, there seemed to be a
feeling that (a) the administration was
providing good leadership, (b) individ-
ual members of the board of education
were held in respect, (c) the citizens
understood the needs of the schools,
(d) there was satisfaction with the
teaching staff and the educational pro-
gram, and (e) many community lead-
ers wished to help improve the edu-
cational program. In communities
where the bond election vote was .well
below 50 percent favorable, citizens

frequently expressed dissatisfaction in
one or more of the areas listed above.

Some pitfalls were avoided because
state school codes, rules, and regula-
tions do not permit certain practices
in the states where the interviews were
conducted. Retirement of temporary
indebtedness from the proceeds of a
proposed issue, inclusion in the issue
of funds to complete prior construc-
tion, and blanket approval for future
undetermined construction were fre-
quently mentioned by officials and in-
formed citizens alike as dubious prac-
tices which were not involved in the
local referendum defeats. Apparently,
misinformation was sometimes spread,
implying that perhaps such practices
were being employed, but this misin-
formation was perceived by pro-
ponents of the issue as attempts to
draw red herrings across the trail by
individuals who actually had other
major objections to the issue.

Special elections were the rule. Ap-
parently, everyone concerned was
aware of the dangers pointed out by
Murphy' and others. A larger turn-
out may be expected in general elec-
tions, and large turnouts often invite
negative votes for specific school pro-
posals.

Respondents in some districts that
had experienced elections which in-
cluded omnibus school proposals,
bomb, tax-over-rides, unification,
school-board elections, and municipal
capital projects were almost unani-
mous in their feeling that this can
lead to certain defeat in a bond elec-
tion. Incidentally, informed citizens
pointed out that the formidable legal
language required on the ballot in

5 Murphy, Edward V. Selected Variables in
the Success of Bond Elections in California
School Districts. Doctoral Dissertation. Los
Angeles: University of Southern California,
1966. 287 p.
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some states often confused the voters
and probably was responsible for
some negative votes.

Time intervals between bond ref-
erendums were not regarded as im-
portant by either group of respon-
dents, possibly because, as the evidence
showed, reasonable time seemed to
have been allowed if a second referen-
dum was needed.

The amount of the proposed bond
issue, as a factor in defeat, was ranked
as of some importance both by school
officials and by voters. The amount of
the rejectcd issue was almost invari-
ably mentioned, but was regarded as
an excuse and not as a major deter-
minant of defeat. Just as any property
tax is often deemed too high, so a
bond issue of almost any amount may
be criticized as too large.

The Election Campaign

Detailed presentation of the edu-
cational needs of the community pre-
ceding a bond election was the excep-
tion rather than the rule. When
elaborate, detailed plans were devel-
oped, the plans included the needs as
seen by (a) industry, (b) professionals
and nonprofessionals, (c) retailers, (d)
commerce, and (e) sometimes agricul-
ture. These detailed plans usually in-
cluded a published list of the com-
panies and businesses that had
participated in the survey, including
such organizations as the Chamber of
Commerce, service organizations, and
other community organizations as well
as school-related groups.

It was interesting to note how many
citizen groups developed definite edu-
cational goals, presented the tax im-
pact, and showed the economic value
of t:,e proposed educational needs in
a package that was understandable to
the average citizen in thecommunities

206

203

when local leadership was really con-
cerned about the educational needs
of the community.

School districts where bond election
campaigns had been organized and
conducted in a sophisticated manner,
following every known rule of effec-
tive political action, identifying voters
in favor of the proposition, and sup-
ported by brochures, block meetings,
and involvement of local civic groups
were visited. The only disturbing
aspect was that the referendum failed.

In some of these instances the many
situational factors beyond control of
school officials and voters favoring
the proposition may have been di-
rectly responsible for the failure. In
other instances the campaign itself
may have been weak and ineffective.

Many voters were concerned about
the tendency toward unilateral action
by the board and the superine.ndent.
As one astute civic leader rmnarked,
the location of sites had been made,
the construction program had been
determined, and the public had been
informed through news releases, pub-
lic meetings, and the usual parent
channels. State requirements had
been met, specifications had been
drawn up, and the financing plans
had been completed. All of these
steps, often over a period of two
or more years, having been taken,
the board finally appointed a local
citizens group to wage the final phase
of the campaign.

Brochures were printed, captains
and !2aders formed speakers bureaus,
factual information was released by
the school central-office staff, sketches
of the proposed facilities were made
available, the election was held, and
to the surprise of those immediately
involved, the proposition failed, per-
haps for the first time in a specific
school district since the depression.



Our analyst believed that the com-
munity has been involved only on the
surface and only during the final pre-
election weeks. All decisions had been
made, perhaps not in "smoke-filled"
corridors, but only semi-publicly. The
public had not really been involved
in key decisions regarding the razing
of buildings not earthquake-resistant,
the relocation of buildings, and the
many implications of changing design
to implement curricular changes.

Letters to the editor had often been
conveniently forgotten; occasional
protests over the months had been
regarded as of little consequence; the
bitterness of some of the teachers over
the proposals had really never come
to the surface; the considered objec-
tions from certain neighborhood
groups, tax protest groups, and mu-
nicipal officials had been discounted
by the militant sponsors of the official
policy.

Many who wanted to take part in
the action were overlooked, ignored,
or bypassed. Finally, the day came
when these many dissident groups
were actually involved. They were
permitted to vote Yes or No. In some
communities the dissident citizens had
finally organized, sparked a sudden
countercam pa ign, and interjected
many items which proponent:: 're-
lieved were not pertinent. Even when
the opposition campaign had not sur-
faced but was merely a growing
ground swell, trouble was in the off-
ing. A bond issue must pass by a two
to one majority in California and
Idaho. If 20 percent of the registered
voters cast a vote and 7 percent were
opposed, the issue failed.

What were the major factors in the
conduct of the campaign which in-
vited defeat? According to the inter-
views, most significant in a number of
the districts was dissatisfaction with

the site or sites, failure to understand
the long-range construction plans,
misunderstanding of the tax impact
of the debt service attendant on the
proposed bond issue, failure to use
sketches of proposed construction,
and failure to get out the favorable
votes. These factors were perceived
by both the official and the voter
groups in about equal numbers, but
were regarded by the voters as having
a degree of importance.

Communication can exist without
true understanding. Understanding
can often exist without actual accept-
ance of the proposed course of action.

It became more and more evident
as the interviews progressed that a
recurrent theme was prevalent. In-
formed community leaders perceived
that decision making had often taken
place with little or only token involve-
ment of the citizen and patron. De-
cisions had been announced after dis-
cussions in which the citizen had not
been involved. Channels of communi-
cation too often were one-way streets.
Decisions of the board and the admin-
istration presumably flowed through
the press, through school meetings,
and through civic meetings. Often
questions indicating lack of under-
standing, considered objections to a
course of action, or consideration of
alternatives to a course of action either
did not flow back to the board or, in
the opinion of many respondents, did
not receive appropriate consideration.

Official spokesmen also registered
the same perceptions but in a differ-
ent way. We have carefully kept the
public informed of the need for re-
placing buildings, the necessity of
moving to a larger site, and the con-
struction needed in the district in
accordance with our long-range
facilities plan. We have held open
meetings to which the public was wel-
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come. Yet, the attack in re-election
weeks indicated that the v _er was not
listening or failed to understand.
Actually, we have leaned over back-
ward to involve the public in all
policy decisions in our systems.

Often a period of dissatisfaction
in a community had led to a change
in the board and the administration.
An entire long-range school facilities
plan had been modified and the voters
were suddenly faced with a new one.
Voters in such communities were
often thoroughly confused. Was it
credible that the former program was
actually wrong and that the new pro-
gram was the best solution?

Another group of factors was con-
sidered as of some but not major im-
portance. Obviously no two diltricts
had identical problems, but strong
similarities seemed to exist.

Many boards and administrative
staffs had turned the campaign over to
a citizens committee and kept hands
off, but believed that the committee
had not adequately got out the vote.
Several impartial observers believed
that they had gotten out the vote,
but not necessarily the right vote.
The vote that is needed if an election
is to carry is the affirmative vote. Only
an occasional district had made a real
attempt at voter identification as a
means of obtaining the desired votes.°

A number of other factors in the
conduct of the bond election were
mentioned. Although some were of
major importance in some districts,
they were not of concern in others.

Carter, Richard F. Voters and Their
Schools. U.S. Office of Education, Cooperative
Research Project No. 308. Palo Alto, Calif.:
Stanford University, 1960. 311 p.

TABLE 5.SIGNIFICANCE OF DIFFERENCES IN PERCEPTION OF CALIFORNIA
VOTERS AND SCHOOL OFFICIALS REGARDING THE EFFECT OF

SELECTED FACTORS ON BOND ISSUE DEFEATS

Rank Item
Significant

at 5%
Not significant

ut 5%

7
9

10

The nature of the proposed construction program
Dissatisfaction with the administrative staff
Criticism of schools

8.8890
20.8200
18.0000

11 Inclusion of the bond issue in an omnibus proposition 3.6346
13 National political, social, or economic problems 2.1932
15 The percentage of citizens age 65 or older 5.0032
16 Criticism of location site 5.3440
17 Dissatisfaction with the school board 23.5690
18 Inadequate understanding by the voters of school construction

plans 8.0273
19 Organized opposition to bond issue 3.2520
20 The amount of local school indebtedness 2.8933
21 State school construction requirements 3.8915
22 Organized local opposition to construction plans 1.9340
23 Inadequate understanding by the voters of capital financing

plans 6.0930
37 Failure to involve local civic groups 3.7120
38 Failure to involve a citizens bond issue advisory committee 2.2320
39 Divided support by the board of construction plans 9.3641
40 Inadequate utilization of parents' meetings 1.6111
41 The trend in bond interest rates 8.9510
42 Inadequate utilization of radio and television 3.9576
43 Divided support of the bond issue by the board 2.2070
45 Poorly utilized telephone campaign .2900
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Significance of Difference
in Perceptions

As discussed above and as shown in
the listing at the end of this paper,
the voter group and the school official
group in California differed in their
perception of the effect of specific
factors on the bond election defeat.
Although these differences existed,
they may or may not have been of sig-
nificant:.

Table 5 lists the items on which the
two groups differed in their responses.
Statistical significance, as indicated by
application of the chi-square test, is
shown for several items. Among fac-
tors regarded by the voters as having
major effect on the defeat were dissat-
isfaction with the board and the ad-
ministrative staff, inadequate under-
standing of construction and financing
plans, and dissatisfaction with con-
struction plans. Board members and
school officials regarded these items as
having only a moderate effect.

Two others approached significance.
These were the percentage of citizens
65 and older and criticism of the site
location. Voters regarded each of
these as having major effect on the
defeat of the bond issue; school
officials and board members regarded
these factors as having only moderate
effect on the defeat of the issue.

Opinionnaire

Since the voters repeatedly stressed
the existence of general and specific
dissatisfaction with the local school
system, an opinionnaire 7 which was
designed to determine feelings of the
voters regarding the teaching staff,

7 Adapted from: Stimcling, George. Demo-
graphic and Aspiration Analysis Through
the Use of the Community Action Process.
Doctoral Dissertation. Bloomington: Indiana
University, 1966.

administration, the Board of School
Trustees, and the quality of instruc-
tion was utilized.

I. My age to the nearest birthday is:
21 to 35 18.0%
36 to 50 52.7
51 and over 29.1

2. An adult member of our family attends
school functions:

Never 8.3%
Occasionally 47.2
Frequently 44.4

3. I/we vote at schoolboard elections:
Never 4.1%
Occasionally 36.1
Frequently 59.7

4. I/we feel in comparing the teaching
staff in our schools with those of other
schools, they would compare:

Poorly 20.8%
Average 58.3
Excellent 20.8

5. I viewed my teachers in school as:
Poor
Average 56.9%
Excellent 43.1

6. In comparing thc administration of
our school wi ;1 the administration of
other schools, it would compare:

Poorly 20.8%
Average 55.6
Excellent 23.6

7. I/we feel that thc school district is:
Too small 11.1%
About right 52.8
Too large 36.1

8. I/we feel that the ethnic interest of
different groups affects our schools:

Little effect 47.2%
Some effect 30.5
Major effect 22.3

9. I/we feel that minority groups have:
Little effect 51.4%
Some effect 33.3
Major effect 15.3

10. In the past, when I /wc have had
occasion to visit the school, I/we have
been received in a welcome, gracious
manner:

Does not apply 18.0%
Never 1.4
Occasionally 47.2
Frequently 33.4
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11. 1/we have a tendency to vote in elec-
tions where we know the candidate
personally:

Never 4.2%
Occasionally 44.5
Frequently 51.3

12. Over the years, 1/we feel the efforts of
the personnel to keep me/us informed
of change within the school have been:

Poor 44.5%
Average 36.1
Excellent 19.4

13. 1/we feel the quality of instructional
personnel is:

Poor 20.8%
Average 623
Excellent 16.7

14. Of the teachers 1/we know personally,
1/we view them as:

Does not apply 1.4%
Poor 23.6
Average 58.3
Excellent 16.7

15. 1 view the quality of decisions made by
the board of education as

Poor 36.1%
Average 472
Excellent 16.7

16. 1 feel the quality of the administration
is:

Poor 27.8%
Average 48.6
Excellent 23.6

SCHOOL BOND ELECTION DEFEAT INQUIRY

Selected variables *

Variables 1-15, 25, and 28 are listed in Table 3.
16. Criticism of location of site
17. Dissatisfaction with the school board
18. Inadequate understanding by the voters of

school construction plans
19. Organized opposition to bond issue
20. The amount of local school indebtedness
21. State school construction requirements
22. Organized local opposition to construction

plans
23. Inadequate understanding by the voters of

capital financing plans
24. The amount of the recently defeated bond is-

sue proposal
26. Inadequate use of sketches of proposed con-

struction
27. Dissatisfaction with teachers' performance
29. Poorly organized "get out the vote" cam-

paign
30. Failure to consider objections by local groups
31. Lack of pride in schools
32. Failure to utilize long-range planning for

school construction
33. Inadequate explanation of the fiscal implica-

tions of the proposed issue
34. Comparison with neighboring schools
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Effect on bond issue defeat

Little
or no Some Major
effect effect effect

A V
A V

A V
A V
A V
A V

A V

A V

V-A

V-A
V-A

V-A
V-A
V-A

V-A

V-A
V-A



35.
36.

Ethnic or racial bias
Failure to involve a citizen's construction ad-

visory committee

VA

V-A
37. Failure to involve local civic groups A V
38. Failure to involve a citizens' bond issue ad-

visory committee A V
39. Divided support by the board of construction

plans A V
40. Inadequate utilization of parents' meetings. . A V
41. The trend in bond interest rates A V
42. Inadequate utilization of radio and television A V
43. Divided support by the board of the bond is-

issue A V
44. The time interval between this and your last

previous school bond issue V-A
45. Poorly utilized telephone campaign V A
46. Inadequate utilization of the press V-A
47. Inadequate utilization of school publications. V-A
48. The amount of local governmental debt V-A
49. Inadequate central office study of facility

needs V-A
50. State provisions for utilization of local current

funds for school construction V-A
51. Percent of state support received by your dis-

trict V-A
52. Conflict between school and civil bond issues. V-A
53. Provision for immediate construction V-A
54. State imposed school debt limit V-A
55. State assistance in planning the school con-

struction program V-A
56. Voting at a special election V-A
57. The bond rating of your district V-A
58. The accreditation of your schools V-A

Listed in the weighted order of importance, according to interviews with
voters. V refers to voters, A to board members and administrators.

Other factors occasionally mentioned were:
State school construction loans or grants
Inclusion of tax override and bond issue at the same election
Proposed retirement of temporary indebtedness from bond proceeds
Inclusion in the issue of funds for prior construction which had exceeded esti-

mated costs
Failure to utilize a consultant in planning the construction program
Failure to use a public relations firm
Failure to use a public opinion poll prior to organization of the bond election

campaign.
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Understanding Local Budgets

Thomas J. Northey

ONE OF THE major purposes of the
Committee on Educational Finance
of the National Education Association
is the increasing of understanding of
school finance. School budgets, docu-
ments of public record, provide a re-
port to the public on funds raised
and funds spent as well as an indica-
tion of the sources of funds and the
items for which the budgets were
spent. Citizens and teachers have an
interest in understanding school
budgets.

The following presentation briefs
the content of school budget schools
conducted in three sessions by the
Michigan Education Association. The
outline may assist both state and local
education association which attempt
similar budget schools, and may also
assist individual teachers and citizens
seeking to improve their understand-
ing of school budgets.

The task of increasing understand-
ing of school budgets is a constant
effort of local citizens, teachers, and
local, state, and national associations.
Comparisons of revenue and spending
with a district's past history provides
the basis to make meaningful com-
parisons with state and national data.

Mr. Northey is Research Consultant, Michi-
gan Education Association, East Lansing,
Michigan.
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Preparing for a discussion of school
finances requires an awareness of
three basic documents:

1. The budgeta plan adopted by
the board of education as a guide to
sources of income and expenditures.
In reality, the budget is an estimate
of income and expenditures.

2. The auditor's reporta verifica-
tion that proper accounting proce-
dures have been used in the handling
of funds. The report is usually ac-
companied by recommendations to
improve procedures.

3. The annual financial reporta
form which is deposited with the
state department of education. This
form may list signatures of the proper
local officials indicating they have
reviewed and accepted the contents
listed on the form.

As the first step, every effort should
be made to secure all three documents.
However, the most important docu-
ment is the annual financial report.
Only with this official report can a
school district's financial condition be
properly reviewed and evaluated.

It is assumed that each state has
some kind of official reporting form
which must be deposited with the
state department of education. (In
Michigan, the annual financial report
is referred to as Form B). Copies of
this form should be available at the



office of the local school superin-
tendent, the intermediate office, and
at the state department of education.
There may be a charge for the cost of
having copies reproduced.

Do not obtain only the most recent
form. Review at least a four-year
period to get a proper historical pic-
ture of the school district's financial
condition. This will prepare you for
the next step in the processdialogue
with the administration or board of
education.

As a rule, there are three major
difficulties in the ensuing dialogue
with the administration or board of
education: (a) agreement on sources
of information, (b) agreement on
availability of the data source, and
(c) definitions.

By using the official form, these
problem areas generally call be re-
solved. The form is official, it is state-
wide, it has a due date set by the
official body of the state, and it has
accompanying manuals with descrip-
tive definitions.

For a basic text we shall be relating
our discussion to Financial Account-
ing for Local and State School Systems,
Sian dard Receipt and Expenditure
Accounts.'

Sources of Revenue

For comparison purposes, care must
be taken to keep the collected data
comparable with other K -12 districts
in the state. If your district has a
community college whi' 3 is a part
of the K-12 district, the property and

I Reason, Paul L., and :kite, Alpheus L.
Financial Accounting for Local and State
School Systems: Standare' Receipt and Ex-
penditure Accounts. t .S. Department of
Health, Education, ant Welfare, Office of
Education, Bulletin PJ57, No. 4, and State
Educational Record. and Reports Series..
Handbook II. Wo ,hington, D.G.: Govern-
ment Printing Office, 1957. 235 p. $1.

nonproperty taxes, tuition, or other
sources of revenue used for that com-
munity college must be subtracted
from the total revenues.

The state and national revenue re-
ceipt accounts are as follows:

Code
numbers
Michigan

100

no
300

310
320

00
500
600

610
620

700
710
720

0000

Local
Intermediate
State
State
Statefederal
Federal
Gifts and bkuests
Transfersother districts
In slate
Out state
Transfers--other funds
Debt retirement
Building and site fund
Total

Code
numbers
Federal
Manual

10

20
30

0
14f
80
80
90

50.70

The school finance discussion be-
fore a Michigan audience combines
visual and oral presentations on the
state-aid formula. In addition, each
participant is given a copy of the cur-
rent edition of Easy Lessons in School
Finance." This booklet contains ac-
tual samples of each of the four for-
mulas used. It also contains work
pages so that each reader can apply
the formula to his own school district
and determine the state aid for the
current year.

General Fund Expenditures

While we shall continue to use the
Michigan form (Form B), the Annual
Financial Report, as the basis for
discussion, the same principles can
be applied to your state and to your
school district.

2 Hcckcr, Stanley E.; Mccdcr, John; and
Northcy, Thomas J. Easy Lessons in School
Finance, 1967.68. Revised edition. East Lan-
sing: Michigan Education Association, 1967.
31 p. 250
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First, let us get a general pic-
ture of the various areas of expendi-
tures for a school district:

Code
numbers
Form IS
Annual

Financial
Report

1000

2100
2200
2300
2.100
2500
2600
2700
2799

Instruction
1100 elementary
1200 secondary
1300 special education
1100 summer school
1500 adult education
1600 community college
1900 unclassified
Administration
Attendance Services
Ilealth Services
Transportation
Operation
Maintenance
Fixed Charges
Total Current Operating

Expenditures (darby
day operating expendi
tures)

2800 Capital Outlay 1200
2900 Community Services 1100
3000 Student Services 900.1000
3099 Total General Fund Ex.

penditurcs (excluding
transfers)

3300 Outgoing Transfers
In State 1410
Out State 1420

3400 Transfers (in district)
Debt Retirement 1300
Building and Site Fund

3499 Total

Returning to the Annual Financial
Report, we shall review the eight gen-
eral categories of expenditures.

Payment for salaries and wages for
personnel is the major expense of
school operation (83 percent). We
can determine not only the percentage
used for this purpose but also the
per-pupil expenditure.

Under instruction, specifically ele-
mentary instruction, each category is
given a code number based on its
function. For example, a principal

Code
t.umbers
IlEV
Federal

200

100
300
400
500
600
700
800
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is coded as 01, consultants and super-
visors as 02, teachers as 03. If we
add all of these code numbers relating
to elementary personnel, the total
is coded 1190. Doing the same with
secondary personnel, we have a total
of 1290. For special education, it is
1390. If we add the total of the 90's
in the instructional category (ex-
cluding 1690 for community college),
we arrive at the total cost of person-
nel engaged in K-12 instruction.

We have now identified two instruc-
tional expenditures:

1000'sTotal cost for instruction
$

90'sTotal cost for instructional
salaries $

Let us now identify the cost for
teacher's salaries. To get a broad defi-
nition of teacher's salaries, we must
subtract from the total instructional
salaries the dollar amounts in each
of the following coded categories:
01Principals' salaries
02Consultants' and supervisors'

salaries
28Secretarial and clerical salaries
29Other salaries for instruction

The remainder is the number of
dollars used only for teachers' salaries.

By dividing the dollar amount in
each of the three categoriestotal
instructional expenditures, instruc-
tional salaries, and teachers' salaries
by the total dollar amount in total
current operating expenditures
(2799), we obtain the percentage of
the budget spent in each category.

If we divide the dollar amounts
of each of these three categories by
the number of pupils, we have the
per-pupil expenditure for each cate-
gory.

To the dollar amount in instruc-
tional salaries (total of 90's) add the
same code numbers in each of the



others (administration, 2190, through
maintenance, 2690) and we have the
total dollar amount spent in all sal-
aries and wages. If this amount is
divided by the dollar amount in total
current operating expenditures
(2799), we get the percentage of the

budget spent for all salaries and wages.
When we add the dollar amounts

for the total in instruction (1000), ad-
ministration (2100), through fixed
charges (2700), we come to total cur-
rent operating expenditures (2799).
Dividing the dollar amount in 1000,
2100, 2200, etc., by the total dollar
amount (2799) gives us the percentage
of the budget spent in each of these
categories, and dividing by the num-
ber of pupils gives us the per-pupil
expenditures by category.

In Michigan, by referring to an
annual publication called Analysis
of Michigan Public School Revenues
and Expenditures, Bulletin 1011, we
can compare any district, not only on
a state-wide basis, but also with com-
parable districts.

Such comparisons, although help-
ful, must be tempered by a knowledge
of the peculiarities of a particular dis-
trict or by the program offered by the
district.

The total dollars expended in 2799,
total current operating expenditures,
represents the day-by-day operating
costs only. There are additional ex-
penses which must be considered.

Let use add three additional ex-
penditures:

2800Capital Outlay
2900Community Services
3000Student Services

When comparing one district with
another in each of these three cate-
gories, we must make sure that there
are identical elements in the expenses
involved.

Outgoing transfers to other districts
or to other funds are additional ex-
penditures.

The total of all expenditures, total
general fund expenditures plus out-
going transfers, represents the total
dollar amount expended.

This can be compared with total
revenue to indicate whether, at the
end of the fiscal year, there are either
excess revenues or excess expendi-
tures.

In working with our units in Michi-
gan we place more emphasis on com-
parisons within a school district than
with other districts. We recommend
at least a four-year review in order
to get a proper perspective on the
financial health of the school district.

To assist the local district, the MEA
Research Division provides each with
the following:

1. Michigan Public Schools, An
Analysis of the Revenues and Ex-.
penditures (Bulletin 1011, MDE)

2. Ranking of Michigan High
School Districts by Selected Financial
Data (Bulletin 1012, MDE)

3. An Analysis of Operation Ex-
penditures (Bulletin 1011, summarized
1963.64 through 1967-68 by the type
of district)

4. An Analysis of Operation Ex-
penditures by Functional Categories
(1967-68. both by percent and per-
pupil state-wide and by type of district
within the state)

5. Capital outlay worksheets.
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The Investment. of Idle Funds by
Large Public School Systems

Bobby D. Anderson

THE LACK OF FUNDS to provide an ade-
quate educational program is a prob-
lem constantly faced by officials of
local school systems. To meet the
rising costs of public education and
to receive maximum benefit &cm
money provided by taxes, any possible
source of additional revenue, without
the increase of taxes, should be care-
fully investigated. The investment
of otherwise idle balance constitutes
a significant potential revenue source
which is often overlooked completely
and is frequently tinder- utilized.

Purpose of the Study

The purpose of the study was to
investigate and describe the status of
idle funds invested by large public
school districts for the 1966.67 school
year, and to present possibilities for
investing idle school funds to provide
additional revenue.

Method of Research

In February 1967, there were 651
school districts in the United States
with an enrollment of 10,000 or more
pupils. A questionnaire was mailed

Dr. Anderson is Associate Professor, Uni-
versity of Southern Mississippi, Hattiesburg,
Mississippi.
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to each of these large school districts.
Three hundred fifty-seven school dis-
tricts, or 55 percent, responded and
were included in the study. The dis-
tricts were grouped into four classes,
based on enrollment.

Data requested in the questionnaire
were related to nine aspects of the
school districts investment activities.

Findings

These findings were drawn from the
tabulation of the responses to the
questionnaire items made by the
school districts in this study:

I. Thirty-seven states permitted in-
vesting in savings accounts, aru:i 42
states permitted investing by purchas-
ing securities.

2. Officials of 254 school districts
believed that state statutes allow the
degree of freedom necessary to make
investments which have the greatest
revenue potential.

3. A total of 188 school districts,
or 53 percent, reported investing idle
funds in savings accounts.

4. A total of 236 school districts, or
66 percent, reported investing idle
funds by purchasing securities.

5. A total of 171 school districts
reported an average annual interest
rate of 4.47 percent received by in-



vesting in savings accounts during
1966.67; the range was from 2 percent
to 5.5 percent.

6. A total of 192 school districts
reported an average annual interest
rate of 4.58 percent received by pur-
chasing securities during 1966-67; the
range was from 2 percent to 5.8 per-
cent.

7. The 300 school districts that re-
ported the amount of interest earned
during the 1966-67 school year had
total investment earnings of $54,341,-
216; the range was from $227 to
$4,540,000.

8. The total amount iiitcrest
earned representee. 0.93 percent of the
total annual budget.

9. The responsibility for the invest-
ment process had been delegated to an
appointed officer by 275 school dis-
tricts. This officer had authority to
make investments within prescribed
guidelines established by state statute
and/or the local board of education.

10. General operating funds were
invested by 261 districts, bond funds
by 216 districts, and capital outlay
funds by 174 districts.

11. Of the 357 respondents, 257
believed the state department of edu-
cation furnished insufficient infor-
mation concerning investments.

Conclusions

The following conclusions were
drawn by analysis of questionnaire
responses and mathematical computa-
tions:

1. Interest from the investment of
school district funds is an important
source of additional revenue for many
school districts.

2. Practically all of the school dis-
tricts that invest in securities purchase
those issued by the U.S. Treasury.

3. Thz distribution of interest rates
earned during 1966-67, especially in

U. S. securities, indicated a loss of
potential revenue to those school dis-
tricts earning less than 31/2 percent on
investmen ts.

4. The school districts with enroll-
ments of over 50,000 arc more efficient.
and earn more money from the invest-
ment of idle funds.

5. The taxpayers of many school
districts have been deprived of large
amounts of additional revenue be-
cause of the lack of investments. Fifty-
seven districts reported no interest
earned during the 1966-67 school year.
Had these districts invested money as
efficiently as the ones that did invest,
they would have had total potential
earnings of $21,980,000.

Recommendations

I. Each state legislature should
examine statutes related to the legality
of school districts' investing money.
Appropriate action !,bui:Id be taken to
permit local school districts to invest
in U. S. government issues, state gov-
ernment issues, and insured savings
accounts.

2. University and college depart-
ments of Educational Administration
should assume responsibility for edu-
cating prospective superintendents
and business managers concerning the
possibilities for earning revenue by
investing idle school funds.

3. Each state department of educa-
tion should establish and publish
guidelines to be used by local school
officials for making investments. The
guidelines should contain an explana-
tion of the statutes related to the types
of investments allowed.

4. Each local board of education
should study the possibilities for in-
vestments and then develop policies
and procedures to make investments
that will provide the greatest amount
of revenue possible.

219



5. Boards of education should dele-
gate the administrative authority and
responsibility for the investment pro-
gram to one official, who is thoroughly
acquainted with the fiscal policies of
the board of education and with in-
vestment procedures. He should have
authority to make investment transac-
tions within the written policies of
the school board. He should investi-
gate investment possibilities and
choose investments which will pro-
duce the greatest possible yield.

6. The U. S. Office of Education
should collect and publish informa-
tion concerning how much interest
school districts earn by investing idle
funds.

Possibilities for Investment
The U. S. Treasury issues four types

of securities: Treasury bills, c'rtifi-
cates, and notes, generally consieered
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to be short-term investments and
Treasury bonds, generally considered
to be long-term investments instru-
ments.

In addition to the securities issued
directly by the Treasury, certain fed-
eral government agencies have author-
ity to issue obligations. Those having
the authority to issue obligations guar-
anteed by the U.S. Government in-
clude the Federal Housing Adminis-
tration and the Tennessee Valley Au-
thority; those issuing obligations not
guaranteed by the U.S. Government
include Banks for Cooperatives, Fed-
eral Home Loan Bank Systems, Fed-
eral Intermediate Credit Banks,
Federal Land Banks, and the Federal
National Mortgage Association.

Local banks offer investment oppor-
tunities through savings accounts. Cer-
tificates of deposit and time deposits
are examples of this type.



Local Determinants of Per-Pupil Expenditure
in Suburban High School Districts

Dale E. Fisher

THOUGH EDUCATION in the United
States has become the largest single
state and local governmental function
in terms of money spent, the local
school system has retained its unique
role in American government. This
has stimulated the search, since the
1923 publication by Strayer and Haig,
for a formula to equalize expenditure
from district to district, but as recently
as 1965.66, high school districts in
Cook County suburbs of C!..icago had
a range of current expenditures per
pupil in average daily attendance
(ADA) from $686 to $1,113. That
differing amounts are spent on a
child's education among contiguous
areas in a given year is baffling, and
as yet no adequate explanation for
these differences is available. If low
expenditure per ADA means lack of
educational opportunity, substandard
education, and poor preparation for
further training, it is of serious con-
cern to students planning their ca-
reers, to colleges and industry, and
to many governmental agencies.

The problem of this study was to
investigate the local determinants of

Dr. Fisher is Assistant Superintendent of
Schools, Mound, Minnesota.

This paper is based on a doctoral tfis-
striation, University of Chicago, 1967.

expenditures per ADA. It asked what
causes suburban high-school budgets
to differ from district to district in ex-
penditure. The approach borrowed
heavily from the city study of James,
Kelly, and Gams, from the metro-
politan study of Sacks and Hellmuth,
and from the local-district studies of
both Hirsch and Miner.' The meth-
odology was the same as in their four
studies, the use of multiple correla-
tion and regression techniques. The
independent variables incorporated
into the study were already mentioned
in one form or another in previous
studies. The dependent variable, ex-
penditure per ADA, was based solely
on local revenue, a technique already
used by Miner. The model of char-

1 James, H. Thomas; Kelly, James A.; and
Garms, Walter I. Determinants of Educa-
tional Expenditures in Large Cities of the
United States. U.S. Office of Education Coop,
erative Research Project #2389. Stanford,
Calif.: Stanford University, School of Educa-
tion, 1966. 198 p.

Sacks, Seymour, and liellmuth, William
F., Jr. Financing Government in a Metro-
politan Area. New York: Free Press of Glen-
coe, 1961. 387 p.

Hirsch, Werner Z. "Determinants of Public
Education Expenditures." National Tax Jour-
nal 13:29.40; March 1960.

Miner, Jerry. Social and Economic Factors
in Spending for Public Education. Syracuse,
N.Y.: Syracuse University Press, 1963. 159 p.
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acteristics of the local area constructed
by Hirsch, and the adaptation of the
economic theory of supply and de-
mand to school finance by Miner sug-
gested a model of educational demand
for this study, based on the theory of
consumer demand and additional
concepts. Several instances of statis-
tical circularity in related research
showed the need for more careful
definition of concepts and selection of
variables to avoid the kinds of circu-
larity which can occur in regression
analysis.

Theoretical Framework

The basic logic of the market econ-
omy is that price is a function of sup-
ply and demand. This theory reduces
the behavior of a vast number of
individual consumers and suppliers to
a small number of general laws. A
related theory is that consumer de-
mand is a function of ability to buy,
prices of commodities, and tastes or
preferences. With this theory the
economist has created an abstract
system out of the total aggregate of
consumer behavior. An attempt was
made in this study to construct an
analogous theory which would ex-
plain the collective educational de-
mand of citizens who support their
local school system through the edu-
cational tax levy.

The positions of consumers and tax-
payers are only analogous, since con-
sumers operate in the free market in
which supply and demand govern
prices of commodities and indirectly
the consumers' response to price in
the private sector. Taxpayers operate
through the ballot box and the legisla-
tive and administrative delegates of
the citizenry, through procedures
prescribed by law for the allocation
of resources in the public sector. The
distinction has obvious implications

222

21 ,

for a theory of educational demand.
The consumer is engaged in the allo-
cation of his own personal and in-
dividual resources while the taxpayer
has a voice in the allocation of the
collective resources of the school dis-
trict. The consumers' preferences are
likewise individualistic, while the tax-
payers' preferences are expressed col-
lectively through a majority- vote or
the formation of pressure groups. The
key determinant of consumer behavior
is the price of commodities, since
price modifies both ability and prefer-
ence at the point of purchase. But
the prices of individual educational
goods and services are a function of
supply and demand and the discretion
of the school board, and per-pupil
expenditure is a function of prices,
collective ability, collective prefer-
ence, and societal pressuresfactors
over which the taxpayers of a district,
either individually or collectively,
have little control and to which they
have little freedom of effective re-
sponse.

just as government intervenes in
the market economy through taxation
and legal controls, it can be theorized
that the school board and the super-
intendent intervene to affect the level
of expenditure through formal and
informal powers which accrue to their
delegated positions. Their use of posi-
tion and power can be termed inter-
vention.

Another concept for the theory of
educational demand is growth of the
school district. The effect on con-
sumer behavior of changes in the size
of the household suggests that growth
is a hidden element in the theory of
consumer demand. In educational fi-
nance, growth in attendance consti-
tutes a short-term load factor, and
indicates longer-term relationships
between the sociological and demo-



graphic structures of the community
and the functioning of ability, pref-
erence, and intervention as determi-
nants of expenditures. These rela-
tionships can also be testcd by use
of specific demographic measures.=

In summary, educational demand,
which is indexed by current expendi-
ture per ADA, is a function of abil-
ity, preference, prices, intervention,
and (with appropriate reservations)
growth. Expenditure per ADA on the
basis of local revenue is analyzed in
terms of local determinants. Ability
is indexed by assessed valuation per
ADA and by median family income
from which property taxes are paid.
Preference represents expectations for
level of services and is indexed by
the educational background of adults
who have completed 13 or more years
of school. Prices are assumed to be
controlled by choosing a sample of
contiguous suburban high-school dis-
tricts. This variable is not opera -
tionalized in the main body of the
research. Intervention is indexed by
the expenditure per ADA of nonlocal
revenue for driver, special, and voca-
tional education. Growth is the rate
of increase in ADA for a five-year
period, and substitutes for the load
and demographic implications of in-
creased enrollment. Growth also sug-

For the reasons given, growth was in-
cluded in the initial model and in the em-
pirical analyses suggested by it. This was
admittedly an original conception not
attempted by other researchers in the field.
Major conclusions of the research have not
been affected by the inclusion of this variable.
However, there is every reason to question
whether growth M attendance can be in-
cluded in a cross-section analysis, and whether
the nature of this variable with its complex
relationships to other variables does not rule
out its inclusion in an abstract model. Since
this research does not resolve these reserva-
tions about the growth variable, and until
further research produces their resolution, it
seems safer to admit that the inclusion of
growth in the model was an error. .

gests specific demographic measures
of the age and working characteris-
tics of the community, with which to
predict expenditure.

Sample, Data, and Methodology

The sample was taken from the
three Illinois counties which ir ake
up the suburbs of Chicago. Of 52
high-school districts in the three
counties, 42 were seleged because they
comprise the high-density suburban
sprawl in Cook County immediately
around the city, to the north in Lake
County, and to the west in DuPage
County. The districts of the sample
are independent and are part of the
Illinois dual-district system, in con-
trast to districts within the city of
Chicago which are part of a unit dis-
trict and are dependent on the city
council for revenue. Contiguous sub
urban high-school districts are as-
sumed to be homogeneous in terms
of prices for goods and services, but
heterogeneous enough in other re-
spects to account for differences in
per-pupil expenditure.

Many kinds of data were assembled
from the 1960 U. S. census and from
educational records for the 196G-61
school year lodged in the stare ar-
chives in Springfield, Illinois. By sub-
tracting state and federal revenue
from total current expenditure, ex-
penditure per ADA from local reve-
nue was derived as the main de-
pendent variable (Xi). A second
dependent variable was salaries per
ADA or total salaries for administra-
tors, teachers, and librarians divided
by ADA (X2). Independent variables
were operationalized from remaining
data.

Five separate ability variables were
consWered: assessed valuation of
property per ADA, median family in-
come, family income per ADA, me-
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dian value of owner-occupied housing,
value of owner-occupied housing per
ADA. Of these, two were selected,
assessed valuation per ADA (X,) and
median family income (X,), because
they represent the legal base for the
educational tax levy and the current
income from which taxes are paid.

Twelve inter-related preference in-
dicators suggesting educational ex-
pectations were considered from cate-
gories of social class indicators:
occupation, educational background,
college enrollment of children,
come, and housing. Of these 12, the
percentage of adults with 13 and
more years of schooling (X5) was
chosen to represent the educational
expectations of the community for
educational services in the public high
school.

The selected indicator of admin-
istrative intervention was per-pupil
expenditure per ADA of federal-state
revenue for driver, special, and voca-
tional education (X5). This measure
was preferred over administrative
strategies and decisions involving cost
components or implications, which
would have tended to induce circu-
larity with the dependent variable.

The measure of growth was the rate
of increase in ADA for the five-year
period from 1955-56 to 1960-61 (X7).

Twenty-five additional demographic
measures were tested for significance,
and two were ultimately selected for
use in an extended model: the ratio
of families to secondary-school-age
children, and the ratio of civilian
workers to school-age children.

The introductory analysis of data
was based on the zero order correla-
tion matrix of all variables, scatter
diagrams, and mean expenditures for
quartiles of districts slistributed in
terms of all variables. Table 1 con-
tains zero-order correlations of vari-
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ables X1 to X5. The purpose was to
discover the degree and nature of the
correlations between expenditure on
the one hand, and individual vari-
ables of ability, preference, interven-
tion, and growth on the other. On the
assumption that determinants of sal-
aries are also determinants of expendi-
ture, the same kind of analysis was
carried out for this variable, X. This
introductory analysis laid the ground-
work for subsequent use of multiple
correlation and regression techniques.

The regression analysis of data uti-
lized step-wise regression techniques.
Equations and individual variables
were tested for their prediction of the
dependent variable, their confidence
level as compared with a normal
distribution, and their explanatory
power in relation to the dependent
variable. Two models were used, a
simplified model (Model A) involving
the independent variables of assessed
valuation (X,), preference (X5), in-
tervention (X5), and growth (X;); and
an extended model (Model B) involv-
ing the independent variables in the
simplified model, plus a second ability
measure, median family income (X,),
and two demographic measures (X8
and X9). Finally, estimates were de-
rived for the whole sample, as well as
for 10 subsamples, with emphasis on
the subsamples of residential and in-
dustrial districts. The regression
analyses were supplemented by specu-
lations concerning residual variables,
and interview-analyses of deviate dis-
tricts.

Research Findings

1. The hypothesis that when price
is controlled, expenditure is a func-
tion of ability, preference, interven-
tion, and growth is acceptable on the
basis of the multiple correlation co-



efficients for the whole sample for
Models A and B.

2. The determinants of expendi-
ture per ADA are also determinants
of salaries per ADA. The substitu-
tion of salaries per ADA for expendi-
ture per ADA as the dependent vari-
able converts the model of educational
demand into a model of salary de-
mand. More of the variation in sal-
aries from district to district is ex-
plained than in expenditure per ADA.
It may be that a given set of factors
is more likely to affect the level of
a single type of expenditure, such as
salaries per ADA, than the whose ag-
gregate of factors making up expendi-
ture per ADA.

3. Holding the nonability variables
constant (preference, intervention,
and growth), the ability variables in
combination (assessed valuation and
median family income) explain 47.0
percent of variance in expenditure,
and only 28.7 percent of variance in
salaries. The nonability factors in
combination explain 18.2 percent of
the variation in expenditure, as com-
pared to 48.0 percent of variation in
salaries. Therefore, expenditure per
ADA is predicted much less by the
nonability factors than are salaries per
ADA.

4. Preference variables indicating
educational expectations of the com-

munity took 12 inter-related forms in
the research. In the selection of a
preference indicator, those represent-
ing income or housing were rejected
because of their ability connotation.
White-collar workers in percent, col-
lege enrollment of children, and high-
school graduation of adults explain,
individually, the same amount of var-
iation in per-pupil expenditure. The
percentage of adults with 13 or more
years of school (X3) correlates higher
with expenditure than the variables
above, and seems to be a useful indi-
cator of the educational expectations
of the community. If X3 picks up the
correlation between expenditure and
ability, it is also true that the adults
in question have at least one year of
college as proof of their interest in
education.

The relationship between prefer-
ence (X3) and expenditure is cur-
vilinear. Mean expenditures for pref-
erence quartiles occur in this order
from highest to lowest: $800, $673,
$637, $718. Curvilinearity exists be-
cause the lowest quartile contains dis-
tricts which are industrial in charac-
ter and have high expenditure based
on the presence of industrial property
as a tax base.

5. The relationship between inter-
vention (Xa) and expenditure (X1) is
curvilinear. Mean expenditures for

TABLE 1.-ZERO ORDER CORRELATION MATRIX FOR KEY VARIABLES
Variable s PPOE3 PPAV MFI SC13MY GADA PPSFSR RFSSAC RCI.SAC PPS

Xs PPOE3
Xa PPAV
XI MFI
Xs SC13MY
7r GADA
Xs PPSFSR
Xs RFSSAC
Xs RCLSAC
Xa PPS

1.00
0.723
0.498
0.322

-0.157
0.154

-0.230
0.335
0.834

1.000
0.381
0.321

-0.009
0.027

-0.127
0.331
0.624

1.000
0.775
0.126

-0.115
-0.055

0.036
0.645

1.000
0.260
0.023
0.128

-0.035
0.560

1.000
-0.077

0.170
-0.390
-0.137

1.000
0.155

-0.060
0.321

1.000
-0.119
-0.210

-1.000
0.287 1.000

Key: PPOE3, per-pupil operating expenditure from local revenue; PPAV, per-pupil assessed valuation of
property; MFI, median family income; SC13MY, percentage of adults completing 13 or more years of school;GADA, growth in ADA over a five-year period; PP5f8R, per-pupil selected federal-state revenue; RFSSAC,
familks per secondary-school age child; RCI.SAC, civilian workers per school age child; PPS, per-pupil salaries.
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intervention quartiles occur in this
order, from highest to lowest: $755,
$684, $670, $704.

The correlation between interven-
tion (Xe) and assessed valuation (X,),
preference (X5), and growth (X7) is
virtually zero for the whole sample.
(See Table 1.) There is a negative
correlation between median family in-
come (X,) and intervention (X6) and
for the whole sample and for the high-
and low-income subsamples, which is
greater in low-income districts? This
means that administrative diversifica-
tion of educational programs is more
likely in higherincome districts. How-
ever, X, and Xe are decidedly positive
correlated for lowability districts, and
decidedly negative for high-ability dis-
tricts, both significant at the .05 level.
The correlation of X5 and X, is small
but positive, 0.137, for the highpref-
erence subsample.4 The correlation of
X, and Xe is closer to zero in the
high-growth districts than in the low-
growth districts where the correla-
tion 5 is negative, 0.246. This shows
that growth in attendance is a short-
term depressant on intervention and
that initially the development of
driver, special, and vocational educa-
tion does not keep pace with atten-
dance increases.

6. The correlation between growth
(X;) and expenditure (X1) is negative,
probably because growth has its initial
impact primarily as a load factor
which conceals longer-term relation-
ships behind cycles in the crowding
and expansion of facilities. The rela
tionship is erratic, as is evident from
mean expenditures for growth quar-
tiles, going from highest to lowest:
$679, $732, $639, $672. Since growth

3 Significant at the .20-level.
+ Significant only at the .50 level,
5 Significant only at the .80 level.
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is a very complex variable with rela-
tionships to all other variables, it is
likely that its erratic performance on
a scatter diagram is the effect of the
interaction of growth and other deter-
minants of expenditure, rather than
the direct effect of growth on ex-
penditure.

The initial negative effect of growth
in attendance conceals longerterm
relationships between growth in
attendance and other independent
variables. The correlation between
X, and X, is negative and virtually
zero for the whole sample and for
highgrowth districts, and negative,
0.396, for the low-growth districts .°
In low-growth districts, or in districts
initiating a growth cycle, increases in
assessed valuation do not keep pace
with increases in attendance. The
correlations of X, and X5 with growth
are virtually zero for the whole
sample, positive in high-growth dis-
tricts, and negative in lowgrowth dis-
tricts. Though the correlations are
not significant, growth seems to have
a short-term negative relationship to
income and preference, becoming
positive as the growth cycle reaches
its peak. As previously mentioned,
growth is a short-term depressant on
administrative intervention.

7. If median family income (X,) is
eliminated from the Model B equa-
tion for expenditure per ADA (XI),
civilian workers per schoolage child is
significant at the .01 level, demonstrat-
ing the relationship between the vari-
able and ability. The elimination of
growth (X,) from the equation results
in no changes in the significance level
of variables, demonstrating that in the
case of X1 there is no significant rela
tionship between other variables and
growth in attendance,

6 Significant at the .10



TABLE 2.-LEAST SQUARE COEFFICIENTS
Constant

termterm Xs X, Xs X. Xs x. Xs
Multiple Multiple

R Rs

PERPUPIL EXPENDITURE 014-WHOLE SAMPLE
A 450.71 0.0040 148.45 2.1855 - 67.020' 0361 0.579B 286.43 0.0033 0.00.10 -144.33 3.8615 -34.969 -21.577 29.349 0.819 0.672

INDUSTRIAL SUBSAMPLE
A 384.50 0.0044e 146.16 3.5180 -61.371 0393 0.630B 458.48 0.0041 0.0209 -105.57 5.3705 -17.958 -44.972. -30.014 0.872 0.761

RESIDENTIAL SUBSAMPLE
A 494.92 0.0039 112.59 1.0016 -76.156 0301" 0.492B 127.24 0.0028b 0.0729 -295.31 2.5857 -139.39e -22.878 62.175 0.840" 0.705

PERPUPIL SALARIES (Xs)-WHOLE SAMPLE
A 288.27 00316 247.19 2.8567 -47.100. 0.830 0.689217.63 0.0011 0.0170 92.077 3.9144 - 25.783° -18.353. 20.045 0.899 0.807

INDUSTRIAL SUBSAMPLE
A 234.88 0.0018 282.64 4.2819 -46.131. 0.851. 0324B 11539 0.0003 0.0255e --3.0972 6.5480 37.1494 -33.815. 51.165b 0.955 0.912

RESIDENTIAL SUBSAMPLE
A 323.93 0.0021 63.198 1.6227" -51.601 0.854 0.728B 228.62 0.0018 0.0183b 47.713 2.1722 " ---63.574. -11.9174 33.396' 0.922 0.850

Significant at .01 level.
b Significant at .05 level.
e Significant at .10 level.
d Significant at .20 level.

8. If median family income is elim-
inated from the Model B equation for
salaries per ADA (X,), preference (X5)
is significant at the .01 level. If X,
and/or X; are eliminated from the
equation, civilian workers per school.
age child is significant at the .01 level,
demonstrating the relationship of this
variable to ability and growth.

9. The demogranhic measures of
families per secondary-school-age child
(X,,) and civilian workers per school-
age child (X9) together explain 2.0
percent of the variance in X, and 4.0
percent in X,. Xs tends to be higher
in districts with a majority of young
families, as is the case in fast-growing
districts, and this conditon has a nega-
tive effect on both X, and X.. X,
tends to be higher in slow-growing dis-
tricts, and this condition has a positive
effect on both X, and X,. Stating this
in other words, the greater the nuin
ber of school-age children per civilian
worker, that is, the greater the load,

the lower are both expenditures and
salaries in high schools.

10. In some counties of Illinois, the
weight of personal property tax laws
falls mainly, if at all, on business and
industry. Those districts which are
above the median in percentage of
personal property tax valuations can
be called industrial districts, and those
below the median can be called resi-
dential districts. What distinguishes
these two subsampies is the mix of in-
dustrial, commercial, and residential
kinds of property which comprise the
tax base for the educational levy. The
kind of property has important conse-
quences for the functioning of the
theories of educational demand and
salary demand.

The models of educational and
salary demand are stronger in indus-
trial districts than in residential dis-
tricts. (See model B in Table 2.)

The ability and nonability deter-
minants operate differently as pre-
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dictors of X, and X, in the two
subsamples. In Models A and B, X,
predicts X, better in industrial districts
than in residential districts, and X
better in residential than in industrial
districts. The three nonability varia-
bles, X,, Xa, and X predict X, better
in industrial districts than in residen-
tial, and X, in residential rather than
in industrial districts. Xi; predicts
both X, and X, better in industrial
than in residential districts. X; pre-
dicts X, better in industrial districts,
and X. in residential districts.

To summarize, the models of educa-
tional and salary demand arc useful
instruments for predicting either ex-
penditure or salaries per ADA in both
the industrial and residential subsam-
pies. However, the models explain
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more of the variation of X, and X, in
the industrial districts. As determi-
nants of X1, X, is stronger in indus-
trial districts, and nonability factors
in combination (X Xa, and X,) are
stronger in residential districts. As de-
terminants of X,, X, is stronger in
residential districts, and nonability
factors in combination arc stronger in
industrial districts. The significance
levels of particular determinants both
of X, and X, change with the type of
district. The conclusion is that the
models of educational and salary de-
mand arc valid for the suburban sam-
ple, but that before application to a
particular district, the mix of indus-
trial, commercial, and residential
property which comprises the revenue
base must be taken into account.



Property Tax Determinants of Educational Expenditures

Laurence E. Harvey

THE STUDY OF public-school finance
should logically represent inquiry into
a specific area within the broader field
of public finance. In recent years this
has not always been true. Much of the
investigation of public-school finance
since the turn of the century has be-
come irrelevant to the broad field of
public finance. This is attributable to
a study in 1905 by Cubberley which
led to the systematic application of the
criterion of equality to state school
fund apportionments.' Following this
same tangent, Cubberley's ideas were
further developed and refined in the
work of Strayer and Haig into general
purpose equalizing grants providing
equal dollars per pupil among dis-
tricts of variable property taxpaying
ability. These fixed unit type grants
have been adopted in various states,
largely through the influence of Mort
and his students. Subsequent studies,
following this line of inquiry into ef-

1 Cubberley, Ellwood P. School Funds and
Their Apportionment. Contributions to Edu-
cation, No. 2. New Yotk: Teachers College,
Columbia University, 1906.

2 Strayer, George 11, and Haig, Robert Mur-
ray. The Financing of Education in the State
of New York. Educational Finance Inquiry
Commission, Vol. I. Ncw York: M:ncmillan
Co., 1923.

Mr. Jkrvey is Instructor of Data Processing,
De Anza Junior College, Palo Alto, California.

forts not only for equalizing dollars
but also equalizing services, and the
degree to which the criterion of equal-
ity' was met by such plans, have at-
tractal little general interest among
investigators in the field of public
finance.

In contrast to the efforts to make
school finance programs consistent
with the equalitarian ideal of what
should be, empirical studies of the
realities of public spending for educa-
tion began to appear in the literature
of school finance as early as 1936,
when Colm reported the results of an
investigation of the influence of den-
sity, urbanization, industrialization,
and per-capita income on state per-
capita expenditures fo i. education,
highways, relief, and total expendi-
tures.3 Data were drawn from the
1932 Census of Governments. Since
the study to be reported here is in the
tradition of finding out what is, rather
than proposing what ought to be, the
following section reports in some de-
tail on the important empirical stud-
ies following Colm's work.

Investigations of the realities of
public-school expenditures have
sought to identify those characteristics

- 3 Colm, Gerhard, and others. "Public Ex-
penditures and Economic Structure in the
United States." Social Research 3:57.77; May
1936.
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which La tt explain in quantitative
terms the differences in expenditure
levels between school districts, coun-
ties, cities, or states. These character-
istics, or determinants of educational
expenditure as they have conic to be
known, were traced in the chronologi-
cal order of their most significant in-
vestigation and then synthesized into
the variables selected for use in this
study.

A Rationale for School Finance

A recent series of studies at the
Stanford University School of Educa-
tion, devoted to ordering the field of
school finance in theoretical terms,
has produced a rationale which postu-
lates three major determinants of edu-
cational expenditures in the public
sphere:

1. A set of shared expectations for educa-
tional services. We have called this condition
expectations.

2. The availability of wealth from which
funds for schools can be allocated. We have
called this condition ability.

3. A political system that allows the ex-
pression of demands, and access to the ability.
We have called this condition governmental
arrangements for decision-making.4

These determinants, expectations
(or demands), ability, and governmen-
tal arrangements for decision-making
are intangibles, not readily measura-
ble on a quantitative scale. Empirical
work with the rationale has required
the use of measurable variables that
can be used as proxies for the abstrac-
tions.

4 James, H. Thomas; Kelly, James A.; and
Garms, Walter L Determinants of Educa-
tional Expenditures in Large Cities of the
United States. U.S. Department of Health.
Education, and Welfare, Office of Education,
Cooperative Research Projecs No. 2389. Stan-
ford, Calif.: Stanford University, School of
Education, 1966. p.24.
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Socioeconomic Factors

Prior studies have used a wide lange
of socioeconomic factors in investiga-
tions of variations of public expendi-
tures, including expenditures for pub-
lic education. Per-capita income,
density, and degree of urbanization
have explained as much as 63 percent
of the variation in expenditures for
public-school education.

Voting Characteristics
Various aspects of the governmen-

tal arrangements for educational deci-
sion-making have been investigated in
earlier studies, with a considerable
concentration on state aid arrange-
ments and fiscal dependence or inde-
pendence. This study included con-
sideration of voter registration and
patterns of voting in school-board gov-
erning elections as possible determi-
nants of public-school educational ex-
penditures.

Assessed Property Valuation
Taxable property valuation was

found to be positively related to ex-
penditures for education in four of
the five states in the Five State study.
The computed Pearson product-mo-
ment correlation was .83 in Cali-
fornia:.

In summary, recent studies have
demonstrated that public-school edu-
cational expenditures per pupil in
average daily attendance (ADA) are
predictable to as much as 71 percent
given values of proxies for ability-de-
mand variables. One of these varia-
bles with high predictive capability is
assessed property valuation per ADA.

James, H. Thomas. School Revenue Sys-
tems in Five States. U.S. Department of
Health, Education, and Welfare, Office of
Education, Cooperative Research Project No.
803, Stanford, Calif.: Stanford University,
School of Education, 1961. p. 47.



Thii study stratified the assessed prop-
erty valuation per ADA by property
use category, included selected socio-
economic factors and voting charac-
teristics of constituents of elementary
school districts, and investigated
further.

Purpose of the Study
The purpose of this study was to

identify specific variables from a set
of property classification measures, so-
cioeconomic factors, and voting char-
acteristics which have the greatest
ability to account for variations in
current expenditures for public-school
education for every elementary school
district in one county.

This study analyzed assessed valua-
tion per parcel of property according
to a classification by use of the prop-
erty. Property value data for each ele-
mentary or unified school district in
the sample were collected according
to the property use classification. Each
of the resulting dollar amounts (some
of which were zero) were divided by
the ADA for the school district. The
sum of the resulting quotients for each
school district thus equals the "as-
sessed valuation per ADA" in the
district.

Variables Used in the Study
Dependent variable

D Total Current Expenditure per
Pupil (TE/P)

Independent variables
I-1 Total assessed property valua-

tion per pupil (PV/P)
1-2 Assessed valuation of residential

properties per pupil (RES/P)
1-3 Assessed valuation of commer-

cial properties per pupil (COM/
P)

1-4 Assessed valuation of industrial

properties per pupil (INDIT)
1-5 Assessed valuation of agricul-

tural properties per pupil
(AGR /P)

1.6 Median family income (MFI)
1.7 Percent of families with income

of $10,000 or more (TEN +)
1.8 Percent of children under 15

(CHILD)
1.9 Median years of education (ED)
1-10 Percent nonwhite (NON-W)
I-11 Percent Mexican-American

(M EX-A)
1.12 Percent of housing owner-occu-

pied (H00)
1-13 Density (DEN)
1-14 Percent unemployed (UNEMP)
1-15 Percent of multiple-residence

units (M-R)
1-16 Percent of registered voters

(REGIS)
1-17 Percent of registered voters vot-

ing in school-board governing
election (VOTE)

1-18 Logarithm of number of pupils
in average daily attendance
(LOG)

Units of Data

Measures of the dependent variable
and each of the potential predictor
variables were obtained for the 24 ele-
mentary and 5 unified school districts
(the elementary portion) in Santa
Clara County, California. These mea-
sures represent the status of each dis-
trict during the 1966.67 school year.

Statistical Procedures

Five regression equations were com-
puted for this investigation, the inde-
pendent variables available for selec-
tion and entry into the computations
being those listed above.

In each case the dependent variable
was total current expenditure per
ADA in elementary education.
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TABLE 1.---ORDER OF ENTRY OF
VARIABLES INTO REGRESSION

EQUATIONS

Analysis 29 data cases 28 data cases

1 Is Is
2 Is, 12 Is, 12, Is
3 Is Is, I., Its, Its
4 hie IS kl, IS, II
S Is, It IN Igo Its, Ise

Analysis of the Data
The results of the analyses are re-

ported as regression weights in stan-
dardized form, and multiple correla-
tion coefficients.

The Five Analyses of Data
In all five analyses the dependent

variable was the total current expendi-
ture per ADA (D). The first analysis
used 1-1 as the only independent varia-
ble. The second analysis used four in-
dependent variables, 1-2 through 1-5.
The third analyses I-I and 1-6 through
1-18. The fourth analysis used 1-2
through 1-18 as independent variables.
The fifth analysis used 1-6 through
1-18.

Table 1 presents a composite of the
findings of the five basic regression
models as they were computed first
with the full set of 29 data cases,
and second excluding the anomalous
Montebello district. Only variables
significant at least at the .05 level are
shown.

With data points from the 29 dis-
tricts in Santa Clara County, 83 per-
cent of the variation in D is explained
through the use I-I alone in the first
analysis.

In the process of gathering the data,
an anomalous situation became appar-
ent since 25 of the 29 districts in Santa
Clara County had total assessed prop-
erty valuations per ADA that did not
exceed $20,000, three districts had val-
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uations in excess of $20,000 but less
than $55,000, and one district (Monte.
bello) had assessed valuation of almost
$86,000 per ADA. In addition, while
28 of the districts spent less than $800
per ADA, Montebello spent $1,760 per
ADA. Were this situation to exist be-
cause the residents of this district had
chosen to provide this level of services
for children in their school, this would
be considered to be a fully valid
though exceptional data case. Monte-
bello had only 10 pupils in ADA for
the 1966.67 school year. Additional
attendance by very few pupils would
have sharply reduced the relative level
of both expenditure and assessed
property valuation since both are per-
pupil amounts. Even though the data
for the Montebello district appeared
to be anomalous when compared with
the other elementary districts in Santa
Clara County, the data were not er-
roneous. For this reason the dm., per-
taining to the NIontebello district
were not discarded for the remainder
of the study.

To determine the extent of the ef-
fect upon the regression equation by
the extremely variant Montebello dis-
trict, the first analysis and all subse-
quent analyses were made by using the
remaining 28 districts. The resulting
multiple correlation coefficient of .766
for the first indicated that 59 percent
of the variation in D was now ex-
plained through the use of I-I.

Summary of Findings

1.1 Total Assessed Property
Valuation per Pupil

This variable, as hypothesized, was
a significant predictor in every regres-
sion equation for which it was en-
tered. In each case, total assessed prop-
erty valuation per pupil was the most
significant predictor of all the inde-



pendent variables, receiving a beta co-
efficient about two times the weight
for any other variable. In the case of
the first and third analysis, when the
entire set of 29 data cases was used,
this variable accounted for 83 percent
of the variation in total current ex-
penditure per pupil in the elementary
schools of Santa Clara county.

1-2 Assessed Valuation of
Residential Properties per Pupil

This variable was found to be sig-
nificant in the second and fourth
analyses when the 29 data cases were
used, and in the second analysis when
28 data cases, excluding Montebello,
were used.

It was hypothesized that major ele-
ments of the total assessed property
valuation per pupil would be more
significant determinants of educa-
tional expenditures than would total
assessed property valuation as a single
variable. This is confirmed by the
findings of the first and second analy-
sis for the set of 29 data cases and also
for the set of 28 data cases. The multi-
ple r's of .912 compared with .941 for

29 data cases, and .766 compared with
.811 fur 28 data eases result in in-
creases in the coefficient of determina-
tion of 6 percent and 7 percent, re-
spectively.

1.3 Assessed Valuation of
Commercial Properties per pupil

This variable was significant in only
the second analysis when the 28 data
cases, excluding Montebello, were
used. The fact that it was the first
variable entered into the regression
equation shows that it had the highest
simple correlation with the dependent
variable. The beta weight of .32-11
assigned to assessed valuation of com-
mercial properties per pupil in the
final equation as compared with .5118
and .1221 for the other independent
variables indicated that there was a
high intercorrelation between these
variables, with the others being more
independent predictors.

1.4 Assessed Valuation of
Industrial Properties per Pupil

This variable was significant in only
the fourth analysis when the 28 data

TABLE 2.SUMMARY OF VARIABLES FOUND TO BE SIGNIFICANT PREDICTORS
OF CURRENT EDUCATIONAL EXPENDITURE PER PUPIL

Variables
used Analysis 1 2

29 data cases

3 4 5

I.,

Is
I.

Isl
la

113
lu
114
117
Multiple r
% of
variance
explained

.9119
.3077

.9379

.3077

.9379 _3603 b

.3303e
.912 .941 .912 .941 .682

83 89 83 89 46

Not used.
Significant at .011 level.

b Significant at .01 level.
e Significant at .05 level.

28 data cases

Analysis 1 2 3 4 5

.7658

.766

59

.51113b

.3244

.4221

.811

66

.6145
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cases, excluding Montebello, were
used. Although the third of the three
independent variables was used in the
final regression equation, the beta
weights of the variables were approxi-
mately equal, indicating equivalent
contributions to the net prediction of
the dependent variable.

1-5 Assessed Valuation of Agri.
cultural Properties per Pupil

This variable was significant in the
second and fourth analyses when the
29 data cases were used. A portion of
the significance found in these cases
can he attributed to the high agricul-
tural property valuation per pupil
and the very high current expendi-
ture per pupil in the Montebello Ele-
mentary School District. That this is
not the total case, however, may be
seen in the second analysis when
Montebello was excluded, and total
assessed valuation of agricultural prop-
erties per pupil was the third of three
variables entered into the regression
equation, each with approximately
equivalent contributions to the com-
bined ability to predict variations in
the dependent variable.

1-6, 1-7, 1-10, 1-11, 1-121-14, and 1-18

These variables were not entered as
independent variables in any of the
regression equations developed for
this study. Either these variables cor-
related poorly with the dependent
variable or were highly correlated with
a variable that has already entered the
regression equation (see Table 2 for
zero -order correlations for the 29 cases)

1-8 Percent of Children Under 15

This variable was a significant pre-
dictor in the fourth and fifth analyses,
when 28 data cases were used, and in
the fifth analysis, when 29 cases were
used. The respective beta weights of

the variable in these analyses indicate
a contribution of about 33 percent, 34
percent, and 63 percent of the ability
to predict the dependent variable.

1-9 Median Years of Education

This variable was a significant pre-
dictor in the third, fourth, and fifth
analyses, when 28 data cases were used,
with a beta weight indicating a re-
spective contribution of about 22, 34,
and 31 percent of the ability to predict
the dependent variable.

1-13 Density
This variable was a significant pre-

dictor at the .05 level in the third anal-
ysis, when 28 data cases were used,
with a beta weight indicating a con-
tribution of about 17 percent of the
ability to predict the dependent vari-
able, and in the fifth analysis, when
28 data cases were used, with a beta
weight indicating a contribution of
about 15 percent of the ability to pre-
dict the dependent variable.

The findings of this study run con-
trary to those of Miner. The relation-
ships with the dependent variable were
consistently negative in sign, while
there were no significant relationships
with any measures of income, educa-
tional level, minority groups, or unem-
ployment.

1-15 Percent of Multiple-Residence
Units

This variable was significant predic-
tor at the .01 level in the third analy-
sis, when 28 data cases were used, with
a beta weight indicating a contribu-
tion of about 21 percent of the ability
to predict the dependent variable.

The hypothesized direct relation-
ship between this variable and the
dependent variable was not supported
by the findings of the study. There is
a lack of permanency indicated by the
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findings on voting and voter registra-
tion. The sign of simple correlations
with income measures was consistently
negative although none was signifi-
cant, indicating a slight tendency to-
ward smaller incomes for occupants of
multiple-residence dwelling units than
for those who own their homes.

1.16 Percent of Registered VoterS

This variable was a significant pre-
diction at the .05 level in the fifth
analysis, when 28 data cases were used,
with a beta weight indicating a contri-
bution of about 20 percent of the abil-
ity to predict the dependent variable.

1-17 Percent of Registered Voters
Voting in School-Board Election

This variable was a significant pre-
dictor at the .05 level in the fifth anal-
ysis, when 29 data cases were used,
with a beta weight indicating a contri-
bution of about 37 percent of the abil-
ity to predict the dependent variable.

The hypothesis of a negative rela-
tionship between the level of educa-
tional expenditures and the percent of
eligible voters who actually voted in a
school-board election was not sup-
ported by the findings of the study.
The simple correlations, although not
significant, were all positive.

Inter-Relationship of Variables
With the exception of 1-13, and for

the 28 data case set 1-17, every variable
in the study is encompassed by a set
of interlocking simple correlations sig-
nificant at the .01 level. When the
level of significance of the simple cor-
relation is changed to .05, every vari-
able in the study is included in the
network.

Conclusions and Recpmmendations
This study investigated the ability

of 18 measures of assessed property
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valuation, socioeconomic factors, vot-
ing characteristics, and school district
size to serve as determinants in the
prediction of expenditures for current
costs of elementary education in Santa
Clara County, California.

Assessed property valuations were
the most significant determinants of
elementary educational expenditures
for the 29 elementary school districts.
The separate classifications of resi-
dential, agricultural, and commercial
properties were jointly able to explain
from 66 to 89 percent of the variation
in the current costs of elementary edu-
cation for the school year 1966-67.
Since simplicity is one of the desired
characteristics of a determinant that
is to be used for predictive purposes,
it should be noted that the single vari-
able, total assessed property valuation
per ADA, was able to explain from 59
to 83 percent of the variation in total
current expenditure per ADA.

The reason for the range of findings
is that the study, drawing data from a
limited number of districts, found one
of these districts to appear to be an
anomalous case. To determine the im-
pact of this apparent anomaly, all
analyses were made twice, once for
all 29 districts, and again for the 28
more homogeneous districts.

Total assessed property valuation
per ADA remained the most signifi-
cant single determinant of elementary
educational expenditures. The sep-
arate classifications of residential, agri-
cultural, commercial, and industrial
properties were not as significant pre-
dictors for the 28 case data set, largely
because of the absence of the heavily
agricultural property-oriented Monte-
bello district. As a matter of fact,
the set of four significant predictors,
drawn from socioeconomic factors and
voting characteristics, was slightly
more predictive, able to explain 73



percent of the variation in current
educational expenditures, than was
the set of three significant property
classification measures, able to explain
66 percent of that variation.

Santa Clara County, which com-
prises the San Jose Standard Metro-
politan Statistical Area, is the second
fastest growing county in California.
Its estimated population of 893,000 in
1965 is projected to increase to 1,830,-
000 by July 1, 1985.° The transition
from an economy and society based
upon agriculture to an economy and
society keyed to research and develop-
ment and research-based manufacture,
although starting some 50 years ago,
has become important only since the
end of the Korean War and continues
at a rapid pace.? The population has
shifted from one in which agricultural
workers comprised 10 percent of the
labor force in 1950 to one in which
they comprised only 3 percent in 1960,
with more than 50 percent of all em-
ployees classified as white-collar.° Over
10 percent of the labor force (3,500)
hold Ph.D. degrees.°

This shift is reflected in the statis-
tical findings of the fourth analysis
when for 29 districts assessed valuation
of agricultural properties per pupil
is the most significant predictor of
elementary educational expenditure,
while for 28 districts the variables,
assessed valuation of industrial prop-

0 California Department of Finance, Fi-
nancial and Population Research Section. Pre-
liminary Projections of California Areas and
Counties to 1985. Sacramento: the Depart-
ment, April 20, 1967.

7 County of Santa Clara, California, Board
of Supervisors. A Study of the Local Impacts
of Research and Research-Based Manufac-
turing: Santa Clara County, California. San
Jose: the Board, March 1967.

8 San Jose Mercury, March 15, 1968.
City of San Jose Planning Department,

Advanced Planning and Research Section.
Industry in San Jose. San Jose, the
Department, October 1967.

erties per pupil, percent of children
under 15, and median years of educa-
tion, are co-predictors of elementary
educational expenditure, with equiva-
lent regression weightings. Thus, the
findings for the 29 districts represent
the current socioeconomic conditions
with some vestiges of an agricultural
heritage, while the findings for the
28 districts may well be more indica-
tive of the future.

A basic assumption implicit in most
state aid formulas is that total assessed
valuation of property may be equated
with local ability to pay for the costs
of public education. Thus, most states
use total assessed valuation of prop-
erty as a criterion in determining the
amount of aid to be provided to a
local school district. While this study
found total assessed property valua-
tion per ADA to be the most signifi-
cant single predictor of total current
expenditure per ADA, measures of
major components of assessed property
valuation, classified according to prop-
erty use, increased the coefficients of
determination from 83 percent to 89
percent for 29 data cases and from 59
percent to 66 percent for the 28 more
homogeneous data cases. These find-
ings indicate that a distribution of
state aid on the basis of total assessed
property valuation may violate the
egalitarian ideal upon which most
such formulas are predicated.

State aid has an insignificant effect
in equalizing educational expendi-
tures between districts in Santa Clara
County, where variations in level of
expenditure for public education were
found to be most closely related to
assessed property valuations. James,
Kelly, and Garms found the same to
be true in the Large Cities Study. The
egalitarian goal appears more likely
to be achieved through a change in
state policy that would allow local
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districts to levy upon residential and
agricultural properties; the state, to
levy upon public utility, commercial,
and industrial properties with the re-
sulting funds to be distributed to local
districts according to an index of need.

Summary

In testing the rationale of school
finance which postulates ability and
demand as major determinants of
educational expenditures, it has been
recognized that measurable variables
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must be used as proxies for the ab-
stractions. This study has investigated
a group of measurable variables,
chosen because they were considered
to represent either the ability to pay
for educational services, or a demand
for such services. The rationale had
previously been tested in states or
large cities. This study applied the
rationale to the elementary schools of
the 29 districts of Santa Clara County,
California, and found the deter-
minants to be excellent predictors of
educational expenditures.
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An Analysis of the Relationship Between Social
Characteristics and Educational Voting Patterns

Wilson K. Jordan

THE PURPOSE of this research was to
ascertain the relationship between the
social characteristics of the residents
of a metropolitan community and
their voting patterns in a school
financial election. Specifically, the
urban sub-populations within the Los
Angeles Unified School District were
analyzed in relation to the percent of
affirmative vote and the percent of
eligible voters who voted in the 1963
school bond election.

An attempt was made to answer the
following questions:

I. What was the percent of favorable vote
given to the school bond election by the
populations of the census tracts within the
district?

2. What was the relationship between the
percent of favorable vote of the populations
of the census tracts and the percent of voters
actually voting?

3. What was the relationship between per-
cent of voters actually voting and those
socioeconomic characteristics defined as social
rank, urbanization, and segregation?

Many reasons may be advanced for
the success or failure of an election
effort: the amount of voter turnout,
the number of issues on the ballot,
or even weather conditions on election

Dr. Jordan is Secondary Administrative
Coordinator, Los Angeles City Unified School
District, Los Angeles, California.

day. Ecological correlations, wherein
the political, social, and economic con-
texts of an election are analyzed, are
relatively uncommon in education,
maybe because school district elections
are classified as nonpartisan and every
attempt is made to view the results
in that framework. In addition, there
may be a tendency, when dealing with
election results on school issues, to
minimize or overlook the role of social
class. This is an understandable over-
sight since the benefits and effects of
education are expected to reach all
people regardless of economic or social
status.

Whatever the reason, there is none-
theless a dearth of studies in educa-
tion which have sought to analyze
voter behavior patterns in terms of
socioeconomic characteristics. In a
metropolitan complex the size of Los
Angeles, it appeared reasonable to
assume that a greater diversification
of backgrounds and consequently of
attitudes would exist than in smaller,
more homogeneous population areas.
A city of three million residents should
provide considerable variation in
economic status, family status, and
ethnic status. These community char-
acteristics might be among the factors
that determine voter response in elec-
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tions. If degrees of social rank, urban-
ization, and segregation in a com-
munity are reflected in the voting
patterns of school elections, these pat-
terns can be used to predict voter be-
havior.

Procedure
The hypothesis of this research was

that in a metropolitan area there
would be a definite relationship be-
tween those social categories defined
as social rank, urbanization, and
segregation and (a) the percent of
affirmative vote, and (b) the percent of
eligible voters who voted in a school
bond election.

The population unit was the census
tract because it is a fixed geographical
unit whose boundaries follow well-
defined highways and topographical
features, and as part of a Standard
Metropolitan Statistical Area it is con-
sidered almost permanent in its form.
Therefore, the 709 tracts within the
boundaries of the Los Angeles Unifed
School District were selected for analy-
sis.

The use of the Shevky-Bell typology
was considered desirable in this study
because it provided a standardized
method of urban analysis and offered
an opportunity to view social statis-
tics, not as independent factors, but
as part of a wider system of social re-
lationships.

Shevky and Williams I made a social
area analysis of the census tracts of
Los Angeles County based on an
originally designed typology. In 1955,
Shevky and Bell 2 revised the typology
and used 1950 census data to analyze

Shcvky, Eshref, and Williams, Marilyn.
The Social Areas of Los Angeles: Analysis
and Typology. Berkeley: University of Cal-
ifornia Press, 1949. 172 p.

2 Shevky, Eshref, and Bell, Wendell. Social
Area Analysis. Stanford, Calif.: Stanford
University Press, 1955. 70 p.
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census tracts of the San Francisco Bay
region.

The revised typology was con-
structed on three dimensions and was
considered to be one of the better
methods of empirically differentiating
the social characteristics of a contem-
porary city. The three scales were:
(a) social rank, which was based on
occupational and educational levels of
the residents of an area; (b) urban-
ization, which was based on variations
in life styles and measured in terms
of the number of children, working
mothers, and the type of housing in
an area; and (c) segregation, which
was based on the percentage of
residents of an area who were mem-
bers of designated racial and ethnic
groups. Shevky and Bell believed that
these indicants of behavior patterns
for urban populations best reflected
the social statistics of our modern
society.

The analysis of the relationship be-
tween social characteristics and edu-
cational voting patterns required that
two types of data be used in this study:
(a) the election results for the Los
Angeles Unified District bond election
of May 28, 1963; and (b) the socio-
economic characteristics of the popu-
lation of that school district.

The election returns by precinct
were available from the Los Angeles
County Registrar of Voters, and the
school district had analyzed them in
relation to the elementary-school areas
because these had been used as zones
for the election.

For this study it was more useful
to establish the results by census tracts
so that the data would be comparable
to other information which was to be
used. Also important in this decision
was the fact that elementary-school
boundaries and precinct boundaries
were not coterminous. In many in-



stances this required that portions of
a precinct vote be assigned to dif-
ferent elementary schools. By using
census tracts, this was not necessary
since the precinct boundaries were
designed within the boundaries of the
census tract.

In November 1964, the Los Angeles
County Registrar of Voters had pre-
pared for the first time a booklet
which listed all of the census tracts for
Los Angeles County and showed the
precincts within each census tract. By
using this booklet and by including
only those precincts (5,328) in which
votes were recorded at the May 28,
1963, election for the Los Angeles
Unified District, a voting record was
established for each of the 709 census
tracts within the district.

The primary source for the socio-
economic characteristics of the resi-
dents of the census tracts of the school
district was a study made by Correll'
in which the Shevky-Bell typology was
used to compile a sociological rank for
each of the 1,297 census tracts in Los
Angeles County. An index rank for
each of the 709 census tracts of the
school district was thus determined.
This index rank represented a com-
posite evaluation of each census tract
based on the three scales of social rank,
urbanization, and segregation.

The social rank construct repre-
sented a scale determined largely by
economic elements. The components
were educational status and occupa-
tional status. Educational status was
measured by the number of persons
who had completed six years or less
in school in relation to the number of
persons 25 years old and older. Occu-
pational status was measured by the

3 Correl, Vincent I. The Effect of School
District Size upon Citizen Interest in Schools.
Doctoral Dissertation. Los Angeles: Univer-
sity of California, 1963. 174 p.

number of craftsmen, laborers, and
operatives in relation to every 1,000
employed persons. An average of the
standard scores of these two variables
established an index of social rank,
and percentile scores were determined
in relation to the range of this index.
Zero represented lowest status value
and 100, highest. A low index in-
dicated many craftsmen, laborers, and
operatives, and many persons who
had completed grade school only.

The urbanization construct repre-
sented an attempt by Shevky and Bell
to use an economic base while viewing
the organizational structure of the
family.4 To measure differences in
family structure and social behavior
three variables were used: (a) fertility
as measured by the number of chil-
dren under five years of age in rela-
tion to every 1,000 females of child-
bearing age (15-44); (b) the number of
women in the labor force for every
1,000 females 14 years of age and
older; and (c) the number of single
family dwelling units of all types in
order to determine a ratio. An aver-
age of the standard scores for these
three elements represented an urban-
ization index. When converted to per-
centile scores, a low index represented
high fertility, few women in the labor
force, and many single-family dwell-
ing unitslow urbanization. A high
index showed low fertility, many
women in the labor force, and few
single-family dwelling unitshigh
urbanization.

The segregation construct permit-
ted an evaluation of ethnic and cul-
tural variations and consequent inter-
action patterns. The variable used
was the number of persons in highly
isolated population groups in relation

Shevky, Eshrcf, and Bell, Wendel, op. cit.,
p. 68.
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to the total population. Groups were
considered to be highly isolated if
their average proportion in the popu-
lation of neighborhoods where they
lived was equal to three or more times
their respective proportion in the
population of the county. The popu-
lation groups included were Negroes,
Mexicans and Mexican-Americans,
Orientals, and persons born in Russia,
Italy, Poland, Austria, and Hungary.
Census tracts were considered to be
segregated if the combined racial and
national groups exceeded 26.1 percent
of the total population of the tract.

The decision to use the two-by-two
contingency tables as the mathemat-
ical model was based on a number of
reasons. The number of cases (709)
and the inclusion of the total pop-
ulation required a format which
would assimilate the data. A package
Fortran H computer program was
available and would establish highly
adequate distribution scales and com-
putational outcomes. A quartile anal-
ysis of the data could be done quite
simply and would correspond to the
Shevky-Bell categories of high, high-
medium, low-medium, and low.

The statistical result, based on the
data and method described, repre-
sented the electorate opinion of voters
in a large metropolitan school district.
The introduction of socioeconomic
characteristics considered relevant to
the distribution of that opinion pro-
vided a basis for the resulting survey
analysis.

Through the use of the contingency
tables, the census tract data estab-
lished under the Shevky-Bell con-
structs could be compared with the
election results for the school district.
The dependent variables of. percent of
favorable vote and percent of turnout
were compared to social rank, urban-
ization, segregation, and the composite
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of these three elements, index rank.
The statistical method of correlational
analysis provided a technique for in-
dicating the magnitude of the relation-
ship between the variables. The rela-
tionships were described as weak,
modest, strong, or very strong. Cor-
relations which varied either positive
or negative, between 0 and 10 were
considered weak; those between 11

and 25, modest; between 26 and 50,
strong; and above 50 as very strong.
In addition to this empirical asso-
ciation expressed by the degree of
relationship between variables, the
knowledge provided permitted certain
predictions about the dependent vari-
ables.

Findings

The comparison of social rank with
the two dependent variables, percent
of favorable vote and percent of turn-
out, showed that the potential for the
defeat of the bond proposition existed
in the low-middle range on the social
rank scale. Not only did the larger
number of tracts in this group fail to
pass the bonds, but it was also within
this group that the lowest voter turn-
out occurred. Higher turnout might
very well have tipped the scale suf-
ficiently to defeat the issue through-
out the school district.

The support shown in the upper
and upper-middle brackets of social
rank, while not as overwhelming as
that in the lowest bracket, was none-
theless quite favorable (68 percent)
and was assisted by a high degree of
turnout within those tracts with the
highest social rank. This was coupled
with 86 percent support of the bond
proposal by those tracts in the lowest
range on the social rank scale, and
substantiated the hypothesis that the
tracts with high and low education
and income indexes would be most



prone to vote affirmatively at a bond
election.

Also significant was the fact that
within those tracts with the lowest
social rank there was no evidence of
low turnout, as had been expected.
In fact, 85 tracts had a turnout be-
tween 40 and 72 percent and only 92
tracts out of the total of 177 were
recorded with turnout below 40 per-
cent. The district mean for turnout
was 39.66 percent, so there was a
refutation of the theory that a low
educational level and an uninformed
electorate would produce a low voter
turnout. Much of the success of the
bond issue stemmed from this source.

The urbanization analysis reflected
an even more pronounced evidence of
support by the high and low ends of
the scale. The fact that 81 percent
of the tracts in the lowest bracket
of urbanization rank supported the
bond proposal was confirmation of a
hypothesis. It was believed that tracts
with a high percentage of children,
with few Working mothers, and many
single-family dwellings would tend
to vote affirmatively. It was not
necessarily expected that those tracts
with conditions exactly opposite
would also support the bond issue.

The support was minimized to some
degree when the turnout scattergram
was included in the analysis. Not
only was low turnout seen among the
tracts which ranked lowest and highest
on the urbanization scale but only 50
percent support for the bonds came
from the tracts in the lower middle of
the scale.. At the same time 55 percent
of those tracts were in the top brackets
for turnout, and thus represented the
major source of negative votes at the
election. The fact that the tracts in
the upper middle section of the scale..
also had high turnout and low affirma-
tive vote meant that the strong sup-

port provided by the tracts in the
upper bracket undoubtedly prevented
the defeat of the entire issue.

The segregation status of the tracts
had a very definite bearing on their
voting patterns and undoubtedly re-
flected low-income, low-homeowner-
ship and low-education indexes.
While segregation per se, therefore,
would not necessarily predict high
voter support, it could be considered
an indicant. Banfield and Wilson's
study 5 failed to reveal a significant
correlation between percentage of
Negroes and the strength of the "Yes"
vote, but it was believed that this was
due to the small number of Negro
homeowners in Cleveland at that time.
The more highly segregated tracts in
the Los Angeles Unified School Dis-
trict area showed an extremely high
support of the bond proposal election
in 1963. In fact 80 percent of the
segregated tracts (327), as classified by
the Shevky-Bell scale, voted above the
required two-thirds majority. By con-
trast only 46 percent of the non-
segregated tracts (382) passed the bond
proposal. Among those tracts which
were the most highly segregated
(above 56 percent) 96 percent passed
the bond issue. The most apparent
evidence of this existed in the central
city area which can be classified as con-
taining a heavy density of Negroes.

There did not exist, however, a
marked pattern in relation to turnout
among the nonsegregrated and segre-
gated tracts: 57 percent of the segre-
gated tracts and 54 percent of the
nonsegregated tracts were shown with
a turnout below 40 percent. The most
noticeable difference in turnout was
seen in the range between 40 and
45 percent; 106 nonsegregated tracts

5 Banfield, Edward C., and Wilson, James
Q. City Politics. Cambridge, Mass., Harvard
University Press, 1963. 362 p.
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and only 58 segregated tracts were
found in this third quartile of the
turnout scale. The hypothesis that the
lowest turnout would occur in those
tracts which possessed a high percent-
age of an isolated population group
was substantiated only in this instance.

When the voting record of the cen-
sus tracts of the school district was
analyzed in terms of the composite
socioeconomic classification called in-
dex rank, it was under.;tandable that
the greatest support was shown in
those tracts classified at the lowest end
of the scale. The second strongest
degree of support, however, appeared
in the upper middle bracket of the
scale and not in the highest bracket as
might have been expected from the
social rank and urbanization corn-..

parisons.
In each instance, the poorest sup-

port for the bond proposal was
evidenced in those census tracts which
were classified in the lower middle
range on all three scales of social
rank, urbanization, and index rank.
On the social rank scale 43 percent of
the tracts in the lower-middle bracket
passed the bond proposal. The urban-
ization scattergram showed that 50
percent of the tracts in the quartile
passed the bonds, and on the index
rank scale only 39 perccnt of the tracts
in the low-middle range showed an
affirmative vote above the required
majority.

The application of the "public-
regardingncss" principle to these data
indicates that the voters in the lower-
middle range of socioeconomic rank
are most prone to attempt to maximize
their family income. With a self-
interest that is narrowly conceived
these people arc, as Ban nld and Wil-
son demonstrated,° the most likely to

0 Ibid.
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vote against a financial election issue
which they believe will raise taxes.
The high quartile on those same
scales, where public-regardingness has
been found to be considerably higher,
showed the social rank scale with 6.1
percent of the tracts passing the bonds,
the urbanization scale with 65 percent
of the tracts passing the bonds, and the
index rank scale with 50 percent of the
178 tracts passing the bonds.

An even more vivid contrast ex-
isted between the figures above and
those for the tracts in the lowest quar-
tile range on those same scales. On
the social rank scale 80 percent of the
tracts passed the bonds and for the
urbanization factor 81 perccnt of
the tracts in the lowest quartile sup-
ported the bond proposal. For index
rank 82 perccnt of the 177 tracts had
a favorable vote sufficient to pass the
proposal.

Table I presents a composite anal-
ysis of these data.

Conclusions

It was evident, therefore, that the
basic question asked originally in this
research of whether or not there was
a relationship between a voter's socio-
economic status, specifically in a
metropolitan complex, and his voting
tendency, specifically in a school fi-
nancial election in the second largest
school district in the nation, could be
answered in the affirmative.

The conclusions which could be
drawn as a result of the analysis of
this 1963 election were:

1. A concerted effort should be
made to secure the vote in the areas
of the school district which are classi-
fied at the two extremes of the socio-
economic scale.

2. The tracts whose ethnic and
racial composition represents a higher
proportion than the county popula-



TABLE 1.PERCENTAGE OF TRACTS BY QUARTILE VARIABLE
PASSING THE BONDS

Variable Quartile

Law Law-medium High medium High

Social rank 80% 43% 65% 64%
Urbanization 81 50 53 65
Segregation 97 57 47 45
Index rank 82 39 78 50
Number of tracts (709) 177 177 177 178

tion figures should be encouraged to
register and to vote.

3. A high percentage of favorable
voter response can be obtained from
those tracts in the low range on the
education scale.

4. Low voter turnout can usually
be expected to produce fewer negative
votes.

5. Tracts with a high percentage
of children will provide better voter
support than those with many older
people.

6. The tracts most likely to sup-
port a school financial election are
those classified on the Shevky-Bell
scale respectively as:

a. Low-medium social rank, low
urbanization, segregated

b. Low-medium social rank, low-
medium urbanization, segregated

c. High social rank, low urbaniza-
tion, nonsegregated

7. The tracts most likely to defeat
a school financial election are those

claSsified on the Shevky-Bell scale
respectively as:

a. High-medium social rank, low-
medium urbanization, nonseg-
regated

b. High social rank, low-medium
urbanization, nonsegregated

c. High social rank, high-medium
urbanization, nonsegregated.

Lazarsfeld in his foreword to the
work by Hyman 7 described such a re-
search operation as this an "elabora-
tion" process designed to uncover con-
ditions, contingencies, spurious factors,
and interpretations. It is to be hoped
that the description and explanation
of these data, and specifically of their
interrelationships, should provide cer-
tain predictive information for both
the educator and the social scientist
as the result of similar ecological
studies.

7 Hyman, Hcrbcrt. Survey Design and
Analysis: Principles, Cases and Procedures.
Glencoe, Ill.: Free Press, 1955. p. xiv-xv.
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An Adequate Foundation Program and State
Distribution Formula for Indiana School Districts

Ralph L. Kelly

THE PURPOSE of this study was to
analyze current instructional costs and
their relaf.onship to that portion of
the Indiana Foundatiol. 7rogram pro-
viding state support for instructional
purposes during the 1966-67 school
year.

During the past years, superintend.
ents in Indiana have discussed the
recognized program for instructional
costs in the Indiana Foundation Pro
gram distribution formula ($185 per
pupil in resident average daily attend.-
ance (RADA)). They said that it was
unrealistic and did not meet the de-
mands of the school districts. This
is evidenced by a number of school
districts that advertised tax rates above
the statutory limit in re aration of-
their 1969 budgets in Ju y 1968.

Instructional costs are a major item
in school budgets and must be met
each year if schools are to maintain
the quality of education desired. In
recent years, when additional state
revenue was appropriated for instruc-
tional costs, the increased amount was
on a RADA basis for each school dis-
trict regardless of its assessed valua-
tion. This seemed inequitable because

Dr. Kelly is Superintendent of Schools, Port-
age, Indiana.
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of the variation in the taxpaying
ability of local school districts. The
increased costs due to inflation and
greater salary demands made the
recognized program unrealistic.

Definitions of Terms

Foundation program: a basic educa-
tional program that should be guar-
anteed to all children of the state.

Instructional costs: All expenses in
the regular school budget that occur
under account "B" Instruction with
the exception of summer school and
evening school.

Local chargeable lax rate: the tax
rate of local adjusted assessed valua-
tion which must be levied for the sup-
port of a foundation program.

Local share per RADA: the result
of multiplying a qualifying rate of
$.65 times the school corporation's
adjusted assessed valuation and divid-
ing the product by RADA. The
quotient is the local share per RADA
in the present Indiana Foundation
Program.

Slate recognized program: an
amount of $185 per RADA in the
Indiana Foundation Program for in-
struction.

State share per RADA: the differ-
ence between the adjusted state



recognized program within the for-
mula and the local share per RADA.

Taxpaying ability: a measurement
of a school district's ability to support
education expressed as the adjusted
assessed valuation per RADA.

A study of instructional costs used
data from 243 school districts in
Indiana maintaining a high school
and having a RADA of 1,000 or more
pupils in grades 1 through 12 for the
school year 1966.67. The local share
of instructional costs was 60.2 percent.
The average instructional cost per
RADA was $379.70. Fifty percent of
the school districts had instructional
costs less than $357 per RADA. The
range of instructional costs per ADA
varied from $207 to $531 per district.
Fifty-five percent of the school dis-
tricts, with 66 percent of the ADA, had
instructional costs ranging from $340
to $419 per pupil in ADA.

There was a tendency for school dis-
tricts with greater adjusted assessed
valuation per RADA to have higher
per-pupil instructional costs. There
was less variation in the instructional
cost per ADA for those school districts
with an adjusted assessed valuation
ranging from $8,000 to $9,999 per
RADA. There was a tendency for
the larger school district to have a
greater per-pupil instructional cost.

The greatest percentage of ADA
was in those school districts with an
adjusted assessed valuation per RADA
ranging from $8,000 to $8,499. The
average instructional cost per ADA
for this group was $389.

An Analysis of State Support for
Instruction As Provided by the

Indiana Foundation Program

The amount of state support. re-,A
ceived from the state recognized pro-
gram varied from $22 per pupil to

$190 per pupil for the individual
school districts. However, 174 school
districts, representing 75.34 percent
of the ADA, were receiving from $140
to $169 per pupil in ADA, and 130
school districts, representing 69.70
percent of the ADA, were receiving
30.0 to 44.9 percent of state support of
their instructional costs. The adjusted
assessed valuation of these school dis-
tricts ranged from $3,443 to S17,899
per RADA.

There were 183 school districts, rep.
resenting 78.28 percent of the ADA,
receiving 65.0 to 79.9 percent of state
support based on the state recognized
program of instructional costs. The
adjusted assessed valuation of these
183 school districts ranged from $3,443
to $10,796 per RADA.

The difference in the percentages of
reimbursement is due to the per-
RADA allowance of $185 for the in-
structional part of the Indiana
Fou ndatiort Program.

The $185 per-RADA allowance
seemed unrealistic in determining the
amount of state support in light of the
average instructional cost per pupil in
ADA of $379.70. If a foundation pro-
gram is to guarantee a basic educa-
tional program to all children of the
state, the distribution formula should
be based realistically on instructional
costs of the school districts. The
average amount of state support per
pupil varied from a low of $138 to a
high of $167 for 80 percent of the
school districts, with a range in their
adjusted assessed valuation of $5,500
to $11,499 per RADA. The difference
of $29 per pupil does not seem pro-
portionate to the wealth factor (ad-
justed assessed valuation) of each
school district. The amount of state
support did not necessarily increase
for the poor school districts. The
method of distribution does not seem
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to serve as an effective method of
equalization based on the wealth fac-
tor.

There seemed to be less variation
in per-pupil expenditure for school
districts close to the median on
assessed valuation. Every school dis-
trict had an average per-pupil ex-
penditure greater than the recognized
program of instruction as provided by
the Indiana Foundation Program.
The differences between instructional
costs and the recognized program for
instruction varied from $60 to $252
per pupil in ADA in 21 selected dis-
tricts.

Suggested Revision of the
Indiana Foundation Program

A major purpose of this study was
to formulate a foundation program
that would provide a more adequate
per-pupil allowance for instructional
costs based on current expenditures
and that would result in the distri-
bution of the state share in inverse
proportion to local taxpaying ability.

Revision of the Indiana Foundation
Program began with determining the
average taxpaying ability of selected
school districts in Indiana. The me-
dian school district was selected from
the 243 school districts arranged in
order of their wealth based on the
adjusted assessed valuation. Ten
school districts were selected on each
side of the median, and the average
per-pupil instructional costs of the 21
school districts were computed. The
average instructional cost of $352 per
RADA of these 21 districts became the
recognized program for instruction
(per-pupil allowance in the proposed
foundation program).

Selection of the Key District
Mort offered a solution to the prob-

lem of determining the amount of
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state aid necessary to support the
minimum educational program. He
believed that the maximum local con-
tribution is the tax rate necessary for
the wealthiest district of adequate
size to provide sufficient funds to sup-
port the proposed program. A higher
tax rate results in the poorer school
district making a greater effort to
support a minimum program. The
wealthier school districts are not re-
quired to put forth as much effort as
that required of all districts to support
the minimum program.

Determination of the amount of
state support was in terms of Mart's
key district concept which consisted
of selecting the wealthiest school dis-
trict of adequate size. A school dis-
trict of adequate size (9,507 pupils)
and ranking first in adjusted assessed
valuation ($38,469 per pupil) gave the
local chargeable rate of $.92 per $100
of taxable property to support the
proposed minimum foundation pro-
gram. This local qualifying rate was
applied to the valuation of all other
districts in the state; the difference
between the cost of the minimum
educational program and the yield
of the local qualifying rate constituted
state support. The use of this uniform
local qualifying tax rate for all dis-
tricts results in local shares directly
proportional to the taxpaying ability
of local districts and state shares which
are inversely proportional.

The local and state share of the pro-
posed minimum foundation program
was determined for the 243 school dis-
tricts comprising this study: $260,010,-
721 state; $81,904,831 local.

The proposed minimum foundation
program of $352 per-pupil allowance
for instructional purposes was more
realistic in terms of guaranteeing a
minimum educational program based
on current costs.
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The level of the foundation pro-
gram is as equally important as the
method of distribution. Even though
the state share of a foundation pro-
gram may be distributed in inverse
proportion to the district's taxpaying
ability, little equalization results if
the level of the foundation program is
unrealistic.

Conclusions

1. Since the current foundation pro-
gram was found to be unrealistic, a
new distribution formula is necessary.

2. The foundation program should
establish a higher per-pupil allowance
and should provide a distribution of
state funds inversely proportionate to
the district's adjusted assessed valua-
tion.

A

3. A suggested formula provided a
per-pupil allowance of $352 and a
local chargeable rate of 5.92 per $100
of adjusted assessed valuation based
on 1966-67 expenditures.

Recommendations
1. The state legislature should con-

sider the adoption of a formula as
suggested or modify it so that the
current available data can be utilized
in the future.

2. Since the wealth of districts, the
cost of instruction, and the number
of pupils to be educated constantly
changes, provisions should be made to
alter the per-pupil allowance and the
local qualifying rate in accordance
with the method used in this study
prior to the appropriation of state
support funds for each biennium.

245,
249



Effects of Matching in Federal Aids
on Selected Indiana School Districts

Alex C. Moody

TECHNOLOGICAL advancements, along
with other social changes in the
United States, have produced a society
with an increased demand for edu-
cation and skill. Such resultant factors
as industrialization and population
migration have been oblivious to
geographic boundaries or geographic
location. The Committee for Eco-
nomic Development has advanced the
argument that states and localities can
no longer finance, on an equitable
basis, the increase in educational ex-
penditures that the national interest
and welfare of the population de-
mand from these sources.'

Burkhead reported educational
achievement to be interrelated with
the economic and civic progress of a
geographic area.2 Because of high
population mobility, social and eco-
nomic benefits from education cannot
be accrued to a limited geographic
area or state. Thus, the matter of pro-
viding equal educational opportunity

I Committee for Economic Development.
Paying for Better Public Schools. New York:
the Committee, 1959. p. 31.

2 Burkhead, Jesse. Public School Finance:
Economics and Politics. Syracuse: Syracuse
University Press, 1964. p. 267-71.

Dr. Moody is Assistant Professor of Educa-
tion, Indiana State University, Terre Haute,
Indiana.
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for all youth has become of increased
concern to educators, legislators, and
ci awns.

The federal government has under-
taken an active role in the finance of
local educational programs during the
past decade; however, the role of the
federal government in these programs
never has been established clearly.
Federal participation in the finance
of local educational programs has been
directed toward specific national needs
or interests which were thought to be
lagging. Such aid usually has been
categorical in nature and often con-
tained provisions whereby the re-
cipient of the aid was required to
match the amount of the federal funds
in order to receive the federal aid.
The intent of these federal programs
has been to improve the educational
opportunity for youth of the nation;
however, aid has been limited to sub-
ject areas vital to national interest or
welfare.

Statement of the Problem
To test the commonly accepted

theories regarding the effect of cate-
gorical federal aid peogram with
matching provisions on local educa-
tional finance, this research was de-
signed to investigate the apparent in-
fluence on school corporations in



Indiana of such fiscal output as ade-
quacy, equity, and stimulation. Pre-
liminary studies were undertaken to
ascertain whether there were differ-
ences in expenditure levels for selected
programs and organizational patterns
between school corporations that par-
ticipated in categorical federal aid
programs and those that elected not
to participate (nonparticipants).

The following three general ques-
tions were asked:

1. Is there a difference in adequacy
as measured by per-pupil expenditures
for instructional apparatus and equip-
ment between participant and non-
participant school corporations?

2. Is there a difference in per-pupil
funds received from a categorical fed-
eral aid program with matching pro-
visions among participants?

3. Is there a difference in fiscal
stimulation between participants and
nonparticipants as reflected in the 1-3
Budget Account, which includes ex-
penditures for instructional material
and equipment? The I-3 Account,
used for many years in Indiana, some-
what corresponds to the 1230-c Ac-
count described in the universal
accounting system.3

Each of the three questions was
asked by four organizational charac-
teristics: participation or nonpar-
ticipa tion, school corporation size
(ADA), school corporation wealth,
population, and geographic location.

Design of the Study and
Methodology

Indiana school corporations partici-
pating in Title III of the National
Defense Education Act comprised the

3 U.S. Department of Health, Education,
and Welfare, Office of Education. Financial
Accounting for Local and State School Sys-
tems. Bulletin 1957, No. 4. Washington, D.C.:
Government Printing Office, 1957. p. 93.94.

sample of participants. Nonpartici-
pant Indiana school corporations
served as a control group.

Since Indiana school corporations
must include the amount of funds
expected through participation in the
Title III program when preparing
their budgets, the 1-3 Account re-
flected a major portion of the ex-
penditures encumbered for the federal
program. By using the summary data
for a budget year, the exact amount
of federal funds and the total ex-
penditures in the 1-3 Account were
determined. Thus, the data consisted
of Title III expenditures and ex-
penditures in the 1-3 Account for all
school corporations in Indiana for
1965.66.

Only that part of Title III requir-
ing matching funds of local school
corporations was included in the
study. No attempt was made to study
funds used to improve the supervisory
aspects of the State Department of
Public Instruction or the funds spent
for remodeling projects during 1965-
66.

A total of 355 school corporations
in Indiana were included in the study;
29 were not included because no funds
were spent in the I-3 Account; 59
were deleted from the study because
of school reorganization or other in-
consistency in data.

Data were obtained from the In-
diana Department of Public Instruc-
tion; school corporation budgetary
data, from the Division of School
Finance; and Title III data, from the
Federal Project Division. The 1965-66
school year was selected because Title
III personnel believed that year was
most representative of Title III proj-
ects in Indiana. The Title III pro-
gram had been expanded to include
nine subject areas, and all funds allo-
cated by the federal government were
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obligated by local school corporations
during the 1965.66 academic year.
Eleven remodeling of facilities proj-
ects were approved by the Title III
office during the year selected for the
study, but since these funds did not
appear in the 1-3 Account, they were
removed from the allocations to local
school corporations.

All expenditure data used in the
study were based on a per-pupil in
ADA basis.

Certain assumptions were made to
provide a basis and direction for the
study as follows:

I. The 1-3 Account reflected a ma-
jor portion of expenditures for equip-
ment and instructional apparatus as
allocated by Title III.

2. A majority of school corporations
anticipated the use of Title III funds
and made provisions for the receipt
of these funds when determining
budget allocations.

3. Indiana school corporations logi-
cally can be stratified into discrete
categories for the variables of size,
wealth, population make -up, and geo-
graphic location.

Factor A was the dependent vari-
able: participation or nonparticipa-
tion.

a 1Participation
a Non participation

The independent variables were:
School corporation size (ADA), Fac-
tor B:

b,Large-2,000 and over
bMediumI,000 to 1,999
b,Small-999 and under
School corporation wealth (adjusted

assessed valuation per pupil ADA),
Factor C:

c1High$9,500 and over
cMedium$7,000 to $9,499
cLow$6,999 and under
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Population (1960 Census), Factor. I):

d,Ruralover half of population
dUrbanover half of population

Geographic location, Factor E:

eaNorthern region
eCentral region
eSouthern region

The principal techniques employed
were the 2-way and 3-way factorial
analyses of variance. The data did
not lend themselves to designs of a
higher order because of small numbers
of observations in certain cells. Un-
equal cell frequencies were adjusted
by "unweighted means analysis."

Where significant F ratios were
found, differences between means were
tested. Profiles were plotted to give
additional meaning to the F test
results.

A typical experimental design is
presented below for 1-3 expenditures
per ADA:

61.

Size classification
b.,

Similar designs were employed to
test each of the independent variables
with the dependent variable. This
design was employed for tests per-
taining to adequacy and stimulation.

Expenditures in the 1-3 Account on
a per-pupil ADA basis were used to
test hypotheses for each set of data.

To test the hypothesis regarding
fiscal stimulation between participants
and nonparticip ints, the 1-3 Account
amounts were reduced by Title III
funds received and compared with the
total 1-3 Account amounts of non-
participants.



A three-factor factorial design to
test for equity only for participants
used Title III funds per pupil re-
ceived.

Summary of Findings

Questions for which answers were
sought were stated in the form of
null hypotheses. In instances where
significant differences were denoted,
the F comparison technique was em-
ployed to determine which level of a
variable was different.

The first three conclusions relate
to expenditures on instructional
apparatus and classroom equipment.

1. Participation in a categorical
federal aid program did not appear to
provide for substantially greater ade-
quacy in terms of comparative dollars.
expended. Participants, however,
tended to spend somewhat greater
amounts than did nonparticipants.

2. Population make-up was found
to be related to differences in expendi-
tures. Whether participants or not,
urban school corporations spent
greater amounts than did rural school
corporations.

3. Geographic location was related
to per-pupil expenditures: (a) School
corporations in the northern region
spent significantly greater amounts
than did school corporations in the
central or southern regions. (b) In
the northern region participants ex-
pended significantly higher amounts
than nonparticipants.

4. The principle of equity was
found to have been violated among
participants. Title III NDEA funds
received per pupil did not relate to
the factors of wealth and population
composition: (a) High-wealth school
corporations received significantly
more funds than did medium- or low-
wealth school corporations. (b) Urban

school corporations received signifi-
cantly more funds than did rural
school corporations.

5. Title III NDEA did not appear
to serve as a significant source of
stimulation for school corporations
to spend greater suns of money for
instructional apparatus and equip-
ment; however, participants tended
to spend somewhat greater amounts
than did nonparticipants.

6. The factor of population com-
position was related to the principle
of stimulation: Stimulation was
greater for urban school corporations
than for rural school corporations.

7. The factor of geographic loca-
tion was related to stimulation as
northern geographically located school
corporations were significantly differ -

ent from all other groups.

Implications

The lack of a clearly established
difference in dollar expenditure be-
tween participating and noparticipat-
ing school corporations warranted
speculation as to cause. Funds re-
ceived from Title III tended to con-
stitute only a small part of the total
school budget. Further, the degree
of involvement or participation may
have varied because some school cor-
porations received greater amounts
than others. Thus, a partial ex-
planation for a lack of greater differ-
ence might be an amount of federal
funds in the school corporation budget
insufficient to show a difference. Some
difference might exist within each
category of stratification. No analysis
for difference within categories was
made.

Increased awareness of and emphasis
on education by the American people
also has tended to increase expendi-
tures for education by all school cor-
porations regardless of participation
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or nonparticipation. These increases,
along with inflationary trends in the
economy, in all probability accrued at
a faster rate than did increases in
federal funds; therefore, federal funds
would appear less significant in over-
all comparisons of per-pupil expendi-
ture by school corporations.

Dollar differences attributed to
participation tended to border on
statistical significance. A lower level
of significance would have yielded a
greater number of significant differ-
ences. Although this study did not
establish clearly a significant difference
due to participation, it must be
recognized that participation did in
fact account for some difference in
expenditures for teaching apparatus
and equipment.

The significant difference attributed
to certain organizational factors
tended to suggest that other factors
might be confounded with the orga-
nizational factors included in this
study. For instance, the factor of popu-
lation composition also might imply
the degree of conservatism or liberal-
ism of people in some other composi-
tion groups. Similar implication may
exist in terms of political orientation,
subculture reference groups, and other
forces which act upon a community or
region. It is possible that additional
variables were confounded with the
organizational variables of geographic
location and population composition.

The fact that highwealth school
corporations received substantially
more funds per pupil might tend to
imply that these corporations had the
personnel and other resources neces
sary to fill out forms and pursue the
procurement of federal funds to a
greater extent than did other school
corporations. Similar suppositions
also might apply to urban school cor-
porations.
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Further, several rural school cor-
porations were still experiencing
school district reorganization during
the time that the data were collected;
consequently, changes in administra-
tive structure and organization might
have resulted in conditions which did
not permit complete utilization of
available funds.

The study provided certain impli-
cations for federal and state authori-
ties associated with administering the
program. The fact that low-wealth
and rural school corporations bene-
fited to a lesser degree from the Act
suggests a need for further study of
equity considerations by legislators as
well as by those concerned with the
administration of the program.

In conclusion, this study was de-
signed to examine some of the factors
most commonly thought to bear upon
the problem of categorical federal aid
with matching provisions. The follow-
ing recommendations arc suggested
for further research:

1. A study should be conducted to
determine the relationship between
organizational factors and other parts
of the school corporation budget irre-
spective of participation or non-
participation in a categorical federal
aid program.

2. Further study should be under-
taken with school corporations of
other states to determine whether
similar relationships exist between
organizational factors.

3. A study should be conducted to
examine differences between school
corporations at various levels of strati-
fication to determine whether in-
equities can be more specifically cate
gorized.

4. Studies should be conducted to
examine the federal allocation of
funds by other federal aid programs to
local school corporations.
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5. A study should be conducted to
determine relationships which might
exist between other federal programs
and organizational variables.

6. A study should be conducted to

ascertain whether participating in a
categorical federal aid program diverts
significant funds from other programs
which arc not supported by federal
funds.

Or.
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Allocating Financial Resources by
Using Legal Program Descriptions

Donald M. Wickert

THE SCHOOL DISTRICT has emerged as a
complex organization with multiple
objectives, programs, and activities.
The program budget has been pro-
posed as a means for apportioning
financial resources among the school
organization's many activities and pro-
grams so as to obtain the greatest
progress toward achieving stated ob-
jectives. In view of the controls im-
posed upon schools by the state, a
delineation of the extent to which
legal prescriptions will restrict or fa-
cilitate the allocation of funds in the
program budget is needed. This was
the purpose of the investigation.

Because a review of the literature
revealed a variety of concepts regard-
ing the program budget, it was neces-
sary to establish a point of view re-
garding such elements as objectives,
activities, subprograms, programs, and
evaluations. These were the guide
lines and principles utilized to estab-
lish a program budget:

1. The major objectives of the
school organization should be defined
in pupil behavioral terms. To facili-
tate evaluation, objectives need to

Dr. Wickert is Assistant Superintendent for
Business Services, Rowland School District,
California.
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describe minimum level of achieve-
ment desired, types and number of
children involved, behavior to be ac-
cepted as evidence of progress, be-
ginning behavioral status of pupils,
and conditions under which evidence
is to be gathered.

2. The major objectives arc sup-
ported by a variety of subobjectives
which describe both instructional and
noninstuctional activities. Subobjec-
lives need to be stated to include a
description of what is to be done, and
the expected level of output. The
capacity for making evaluations of
subobjectives depends upon the de-
gree to which they are clearly defined.

3. Human and physical resources
as well as contract services need to be
organized and clustered according to
their contribution to specific subob-
jectives. These clusters of information
are subprograms. In turn, subpro-
grams need to be organized and clus-
tered according to their contribution
to specific major objectives or other
subprograms.

4. A chuter of information which
includes major objectives and sup-
porting subprograms is recognized as
a program.

5. Proposed expenditures need to
be established by costing the human



and physical resources as well as con-
tracted services. Where one of these
elements contributes to more than one
subprogram, a division needs to be
made by an appropriate factor convey-
ing the extent of the contribution.
For example, the salary of a custodian
spending two hours cleaning class-
rooms and six hours maintaining ad-
ministrative offices might be appro-
priately allocated by a ratio based
upon time. This same principle ap-
plies if a subprogram contributes to
two or more other subprograms or
programs.

G. The district's decision-making
potential is restricted by the state
when it prescribes a level of perform-
ance for expenditure. Therefore,
state prescribed activities and expendi-
tues make certain subprograms and
programs mandatory while that which
is subject to district decision making
needs to be recognized as permissive.

7. State funding data need to be
included in a program budget if it has
an impact upon the decision-making
potential of the district.

A budget format was developed by
organizing legal prescriptions found
in the California Education Code and
California Administrative Code ac-
cording to the established guide lines
and principles. Contents were con-
fined to legal prescriptions in effect
on or before September II, 1967. This
was necessary to avoid the continual
changes made by the state legislature
and the board of education in the edu-
cational program.

To develop an understanding of ex
penditure characteristics, the present
budget of the Centralia School Dis-
trict, California, was converted to the
established program budget format.
This was accomplished by analyzing
each line item in terms of its basic
contribution to the state-prescribed

subprograms and assigning it to the
program budget accordingly.

The established design and budget
data resulted in a budget format il-
lustrated in the excerpt below:

REMEDIAL SPEECH AND HARD OF
HEARING CLASSES

1. Special Data

Personnel: special certification is required.
Alternatives: district may contract with the

county superintendent of schools or another
district.

Program: children may be admitted at age 3.
Class sire: one teacher shall not instruct more

than 90 pupils in any one week.
Teacher assistance: teachers may take special

courses to be reimbursed by the state at
$50-per unit.

2. Activities
District shall provide a program designed to
correct speech disorders.

3. Direct Expenditures
MANDATORY

Estab Discre.
lished tionary

Teachers $29,153
Supplies $250
Teacher conferences 275
4. Applied Expense of Sup-

porting Subprograms
Administration (dollar

value of salaries) $ 2,009 $2,444
Custodial (square footage) . 96 368
Maintenance (square foot

age) 6 160
General curriculum

(Number of teachers) 189 3,496
Total $31,453 $6,993

It should be noted that the illustra-
tion is a mandatory subprogram, one
that is required by the state. Expendi-
tures identified as "established" are
those over which the ;district has
limited control because of various
statutes. For example, the $29,153
figure for teachers cannot be greatly
changed because certification require-
nftnts create a limited supply of quali-
fied personnel who must be enticed
to serve by providing a competitive
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salary. Also, class size limits prevent
one or several teachers from shoulder-
ing the whole load to save money.
Expenditures that were placed in the
"discretionary" column appeared to
be completely subject to the decision-
making process of the district.

The subprogram used in the illus-
tration included an appropriate al-
location from other subprograms that
appeared to be supportive. The factor
upon which the allocation was made
appears in the parentheses following
each item listed in the applied expense
category. The total cost estimated for
the remedial speech and hard of hear-
ing classes was allocated in turn to
other subprograms.

To conclude the study, the contents
of the entire budget, including the
legal prescriptions and expenditure
allocations, were analyzed and evalu-
ated to determine the impact of legal
prescriptions upon the use of a pro-
gram budget.

Conclusions

It appears that the use of a program
budget is a cooperative venture be-
tween the state and the local district.
A balance of power exists. The local
district is in a position to define objec-
tives and to make appropriate evalua-
tions while the state controls the
subprograms and the activities to be
engaged in. The local district can ex-
ercise power over the use of most
noninstructional personnel and al-
most all physical resources, but the
state establishes the minimum ex-
penditures for classroom teachers.
These factors in more specific detail
are as follows:

1. The district appears to be rela-
tively free to make evaluations needed
to determine the contributions of the
expenditures proposed for the various
subprograms, activities, and human
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and physical resources to the achieve-
ment of the objectives.

2. Objectives defined in pupil be-
havioral terms have generally not ien
established by the state. It appears
that thz: district can establish these
objectives; providing they can be
achieved through state-defined activi-
ties and resources.

3. There are 17 mandatory legal
subprograms to be used in achieving
established objectives:

Administration
Custodial and Other Operations
Maintenance
General Curriculum
Child Welfare and Attendance
Guidance and Mental Health
Pupil Health
Lunch
Remedial and Speech and Hard of

Hearing Classes
Kindergarten
Grades One through Three for Regu-

lar Pupils
Grades One through Three for Physi-

cally Handicapped pupils
Grades Four through Six for Regular

Pupils
Grades Four through Six for Physi-

cally Handicapped pupils
Educable Mentally Retarded Classes
Severely Mentally Retarded Classes
Integrated Physically Handicapped

Classes

4. There is some evidence that dis-
tricts expend the largest portion, 80
percent, of their financial resources for
mandatory subprograms. There is fur-
ther indication that about 60 percent
of these expenditures cannot be effec-
tively decreased by the district because
of certain state prescriptions.

5. There are 16 permissive legal
subprograms which may be used in
achieving the established objectives



and an additional three designed to
achieve larger societal objectives:

EDUCATIONAL

Library
Transportation
Outdoor Science, Conservation, and

Forestry
Education in the Home
Special ClassesPart-Time
Mentally Gifted ClassesPart-Time
Learning Disability Classes
Remedial Physical Education Classes
Classes for Home Bound Pupils
Summer School
Remedial Reading for Grades One

through Three
Grades One through Three for Edu-

cationally Handicapped Pupils
Grades One through Three for Men-

tally Gifted Pupils
Grades Four through Six for Educa-

tionally Handicapped Pupils
Grades Four through Six for Mentally

Gifted Pupils
Special ClassesFull-Time

SOC I ETA L

Community Activities
Community Recreation
Children's Centers

6. The state exerts pressure upon
the district to select permissive sub-
programs by offering certain financial
incentives. This applies to all except
Library; Outdoor Science, Conserva-
tion, and Forestry; Education in the
Home; Special ClassesPart-Time;
Special ClassesFull-Time; Commu-
nity Activities, and Community Rec-
reation.

7. There is some evidence that dis-
tricts experience greater control over
the major share of expenditures made
within permissive subprograms be-
cause of fewer state prescriptions reg-
ulating expenditures.

8. It appears that the state exerts
control over the majority of direct ex-
penditures made in subprograms de-
signed to involve children in full-time
or supplementary learning activities
while the district has greater oppor-
tunity to control the major share of
direct expenditures in noninstruc-
tional subprograms.

9. A real element in the design of
a subprogram involves the determina-
tion of the support to be contributed
from other subprograms. For ex-
ample, the decision to establish a
library includes consideration of addi-
tional expenditures for administration
and other supporting subprograms.
This seems to be totally within the
realm of the district's responsibility
since the state does not generally de-
termine the nature or degree of sup-
port of one subprogram for another.

10. In utilizing the system of legal
subprograms, it appears that the dis-
trict has the following options:

a. Reorganizing and merging certain sub-
programs to suit the district's own objectives
and purposes. The loss of special financial
incentives limits the reorganization potential
of most subprograms designed to handle the
handicapped child.

b. Contracting for certain subprograms in
part or in Uno.

c. Establishing special subprograms in co-
operation with the country superintendent of
schools for pupils not making adequate prog-
ress toward established objectives.

II. The activities to be engaged in
by the district have been established
by the state, but the need to provide
interpretation appears to be the dis-
trict's operational latitude to integrate
its objectives and activities into the
states plan.

12. It appears that the district has
broad authorization to obtain all
physical and material resources neces-
sary to achieve objectives, but the state
effectively directs 60 percent of the
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current expense of education into
salaries for teachers; the district has
considerable discretion in the alloca-
tion of the remaining expenditures.

13. While the codes include many
data that can be used in the estab-
lishment of the program budget, it is
quite apparent that certain areas of
information cannot be included in
legal codes. To supplement code data,
the district needs a complete inventory
of pupil ant'. community characteris-
tics for use in establishing objectives
and assessing progress made toward
the achievement of objectives. Also, the
district needs work loads and sched-
ules for the various subprograms,
activities, and resources as related to
the progress made toward the achieve-
ment of objectives although certain
minimum state standards dealing with
such areas as pupil-teacher ratios need
to be recognized.

Recommendations

This study identified severa: .,reas
open to the district when structuring
a program budget. They include
establishing objectives and making
appropriate evaluation including the
gathering of relevant information on
pupils and community, measuring
progress made toward the achievement
of objectives, and establishing work
loads and schedules. These aspects
are in need of continual and extended
investigation.

One of the major purposes of a pro-
gram budget is to direct the financial
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resources of an organization so that it
will make the greatest progress toward
the achievement of the defined objec-
tives. In this study, there is some indi-
cation that the legal constraints im-
posed upon the operation of the
school organization by the state may
prevent these benefits from accruing
to the district, either in whole or in
part. This aspect needs to be carefully
tested through actual use of the pro-
gram budget in school management.
Unless improvement in achieving
goals is experienced, it may be difficult
to justify the additional work neces-
sary in establishing and utilizing a
program budget.

An investigation is needed to deter-
mine the potential of the program
budget in a school environment un-
hampered by legal constraints. The
use of the program budget may be an
effective substitute for certain legal
prescriptions. Specifically, if the pro-
gram budget can actually assist dis-
tricts in achieving objectives, state
prescriptions may not be necessary.
Through the district's use of a pro-
gram budget the state could shift
emphasis away from establishing ac-
tivities and subprograms and toward
assisting districts in determining real-
istic and purposeful objectives. Then,
state support could be based upon the
nature of the objectives and the dis-
trict's capability of achieving them.
An investigation of this type would
have to be conducted in cooperation
with the state.



Determination of the Need for Intra-County
Equalization in Tennessee

Edward E. Williams

TnE MAIN OBJECTIVE of the study was
to determine the need for intra-county
equalization in Tennessee. It was
treated under the following four sub-
problems: (a) the relative pupil load
of the school districts, (b) the relative
ability of the school districts to sup-
port education at the local level, (c)
the relative effort of school districts
to support education at the local level,
and (d) the effect of the allocation of
state funds on equalization between
school districts within the same
county.

All county school systems in Ten-
nessee within whose boundaries one or
more city school systems were or:r-
ated during the 1965.66 school year
were selected for the study. There
were 31 county school systems in
which 39 city school districts operated.
The 70 systems were spread through-
out the state, with the largest number,
39, being in East Tennessee, 12 in
Middle Tennessee, and 18 in West
Tennessee. The city districts ranged
in size from Memphis with an average
daily attendance in 1965.66 of 113,533

Dr. Williams is Superintendent of Schools,
Roane County Department of Education,
Kingston, Tennessee.

to Trimble which had an average
daily attendance of 335.

The following basic assumptions
were recognized:

1. Equalization of educational op-
portunity is desirable.

2. Current expenditures per pupil
in average daily attendance (ADA)
and per weighted expenditure pupil
unit (EPU) are reasonable measures
of educational opportunity.

3. The true value of property is
a satisfactory criterion for determining
the ability of local governments to
finance education, and can be ascer-
tained to a reasonable degree.

ADA and EPU were used as mea-
sures of the relative pupil load of the
school systems. ADA has been the
most commonly accepted statistic of
pupil load. It is used in Tennessee
as the basis for the allocation of
teaching positions in the Minimum
Foundation School Program, for the
allocation of transportation funds,
for the allocation of maintenance and
operation funds, for the allocation of
textbook funds, for the division of
proceeds from bond issues, and for
virtually every aspect of educational
program in Tennessee.

The EPU is a less familiar statistic,
designed to take into account the
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higher cost of educating high-school
students as compared with that of edu-
cating elementary-school pupils.' EPU
makes it possible to compare costs in
different areas and localities in a more
refined manner. The EPU weights
of the various districts were computed
by multiplying high-school ADA by
1.3 and elementary ADA by 1.0. Local
school district classification was used
to determine elementary grades.
Junior high-school pupils were con-
sidered as high-school ADA.

Because of the higher cost of oper-
ating the very small school districts,
a "sparsity" correction formula devel-
oped by Mort was applied.

To determine the relative ability
of the school districts to support edu-
cation at the local level, a comparison
was made of the estimated true value
of property per pupil in ADA and
EPU, the assessed value of taxable
property was compared with the esti-
mated true value of property; in addi-
tion, a comparison was made of local
revenue receipts and effective tax
rates. The amount required as each
system's share of the Tennessee Mini-
mum Foundation School Program was
determined and compared with what
its share would have been if those
funds had been allocated on the basis
of estimated true value of taxable
property.

If a school system with ability to
support education is not making an
adequate effort to do so, a program
of quality of education is not likely
to be accessible to the pupils in that
district. The following measures de-
termine the relative effort that school
districts were making to support edu-
cation at the local level:

1 School Management. "The Costs of Edu-
cation." School Management 22:68; January
1968.
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I. The relationship of school ex-
penditures to other governmental
expenditures
The relation of the required con-
tribution to the Minimum Founda-
tion Program to local revenues.

3. The percent that local school reve-
nues were of the total estimated
value of taxable property.

Tennessee's minimum foundation
school funds are allocated to individ-
ual school systems. However, the local
share required to be raised by a school
district is determined by an Economic
Index for the County, which indicates
the percentages of a state total to be
raised locally. The local county share
is further apportioned between a city
and county school system by each sys-
tem's percentage of ADA in the
county. Local revenue from the
county-wide property tax and county
sales tax for schools, unless provided
otherwise in the case of the sales tax
by agreement between the city and
county, is also apportioned between
city and county on the basis of per-
centage of total ADA.

If the cost for educating a high-
school student is greater than that
for educating an elementary-school
pupil, the school system operating
only elementary schools has sonic ad-
vantage in the allocation of funds as
compared with one operating both ele-
mentary and high schools.

If there are variations in the re-
sources available to school districts
located in the same county for the sup-
port of education at the local level,
inequities in the allocation of state
funds would exist. To examine the
allocation of these funds and the pos-
sible effect upon revenues available to
individual school districts located
within the counties studied, compari-
son was made of each system's share
of the Minimum Foundation School

9.
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Program with what its share would
have been if it had been determined
on the basis of its percentage of esti-
mated true value of property.

The following conclusions were
drawn from the study:

1. In some instances, an imbalance
in the per-pupil tax load existed be-
tween school systems located within
the same county in Tennessee.

2. Very large differences exist in
the local ability of school districts
within the same county to support
education.

3. Conspicuous differences exist
among school districts in the relative
effort made to support education.

4. The procedure used to deter-
mine each district's required local
contribution to the Minimum Foun-
dation School Program was contrary to
the concept of equalization. In view
of the demonstrated differences in
ability of school systems within the
same county to support education,
existing procedures for allocating a
local school system's required con-
tribution to the Minimum Founda-
tion School Program tended to in-
crease differences in ability. On the
basis of the findings of this study it
is recommended that:

1. Consideration be given to an
adjustment of pupil load in the allo-
cation of state and local funds to
individual school districts.

2. An attempt be made to find a
means of allocating each system's re-

quired contribution to the Minimum
Foundation School Program on the
basis of its ability to support educa-
tion, rather than on the basis of its
percentage of ADA.

3. In the event a state-wide property
reassessment program is carried out in
Tennessee, and properties are assessed
on a reasonably equal basis, the prop-
erty value assessment be given con-
sideration as a basis for determining
the required local contribution to the
Minimum Foundation School Pro-
gram, and each system's taxpaying
ability be used rather than taxpaying
ability by county unit.

These recommendations tend to
focus attention on the importance of
developing all our human potential.
The problems facing our nation and
the world are many, and they are
becoming increasingly complex. If
the person who might have discovered
a cure for cancer or might have found
a solution to some of our world prob-
lems spent his life plowing cotton
or cutting pulp wood simply because
his potential was not developed, we
are paying the price for this failure
today. Our civilization is losing every
day because of past failures to develop
to the highest extent possible the hu-
man potential which exists in the
world. So long as we continue to em-
phasize short-term, individualized
gains as a primary motive for pro-
moting free education, we shall con-
tinue to lose and so will future gen-
erations.
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