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ABSTRACT !

In this speech, the author makes recommendations for
the develorment of a national policy that would delineate roles among
local school districts, intermediate school districts, sStates, and
the Federzl Government concerning the operation of school programs,
the financing ‘of school programs, and school governance, .The author
recommends that (1) States use a classification (weighting system) to
express educational load in State school finance formulas; (2) states
experiment with either full State funding rplans or with foundation
programs in revising their school State finance systems;. (3) State
tax commissions be given sufficient authority to improve the
administration of taxes in States where taxes cn property ccntinue to
be used as partial support for schools; (4) states revise their total
school finance systems; (5) the Federal Government assume
responsibility for a basic underwriting of general school finance and
equalize suppcrt among the States in a given year period; (6)
intermediate districts be used for the delivery of some school
programs and services if they can do so mcre economically than local
districts; (7) the operation of school pPrcgrams remain the chief
responsibility of local school boards; and (8) coordination of
educational functions be achieved by assigning a given function to
that echelon of the system closest to the student. .[Pagde 1 may
reproduce poorly ]..(Author/JF)
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HORNBOSTEL -~ 2

Another approach is to adopt a system whereby local school district
officials would negotiate budgets directly with state department of
education oificials. 4 third approach is to develop a state system
of weightings (classifications) for a complete scnhool program.,

The idea of a standard program offering has been suggested by some
attorneys as the way to make the cass for equal educational opportunity,
None of the recent major studiss of schocl finance has suggested this
idea as a solution to the oroblem, and it has not gained support from
educators. The main drawbacik to the idea may be that it appears to impose
great state rigidity on program development.

Theoretically, a system of negotiated budgets seems ideal. Under such
a system budget building would begin with statements of the needs of
students, aggregated to- classrooms, aggregated %o attendance centers,
aggregated to school districts, and finally, aggregated %o a statewide
budget for schools to be presented to the state legislature. This
system is used in some states to accommodate unusual circumstan~aes, .
Also, it appears to have the advantage of maintaining flexibility in
program development by local educators. A disadvantage appears to be
that state legislatures may be reluctant to enact such a systen,

The guestion to be faced then is whether a system of reasonable
classification (weightings) could be established that would effectively
encompass the school program to be financed. There is considerable
evidence and argument to suggest that this wouléd be a worthwhile raticnale
to follow at this time. The basic idea is simply to define as a weight
of "I" the cost per student in.average daily membership of the regular.
school program for grades one through six, or some other grade designations.
Then programs with unusual cost factors
the disadvantaged, and vocational education are expressed as an index
number in relation to the basic "1".

The notion of weighting has been with us for a long time. Cubberley's
ideas could have been expressed this way and some of Mort's modifications
oi the Straiger-Haig foundation program vwere developed as weights. Most
recently, the report of the National Educational Finance Projegt provides
perhaps the most thorough examination to_ dateof the concept.

There are difficulties with the weighting idea., 1In the area of com-
pensatory education, evaluation revorts give conflicting evidence of the
effect of cost 4ifférences. Traditionally secondary school students in
regular programs have been weighted higher than elementary school students
in regular programs and one can legitimately ask if they should be.
Typically, weights represent existing practice in the state which may or
may not be gond practice, Any velghting system would need to be made
subject to regular review, especially in the early stages.

On the other hand many arguments can be made for the concept of
weighting. In the first place most states have three fairly distinct
groups of school districts -- city, suburban, and rural. Their differ-
ences are sources of conflict in developing state legislation. It is
possible that these groups could be brought togethe~ if their unique
problems could be recognized adequately by appropriate weights in state

~Mmore~

y such as those for special education,
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HORIBOSTEL-3

* school finance systems. It is certain that the days ahead will be much
mere difficult if school groups are not together,

In the second place many present rractices, state and federal,
might be expressed as weights. State categorical aids in fact are cost
differentials, so why not exoress them as weights., Title I (BESZ4)
categorical assistance might just as well be expressed in weights., 1If
it is desired that these budget lines not be obliterated locally, such
requirement could be placed upon the weighting system just asit is now
on the caitegorical system.,

*  Thirdly, if regional price differentials within & state or among the
states can be justified, they could be expressed in a weighting systen.
It is conceivable that cther-such non-program factors might have to be
dealt with in siructuring a school finance system and they in turn’
could be expressed as weights,

In the fourth place, the emphasis on accountability will recuire
increased work in cost analysis of different programs. School district
staffs are doing some of this work now and will likely do much more of
it in the future. We must have this information so why not use it also
to establish our school finance structure.

In the fifth place, courts have accepted classifications on other
problems. It seems réasonable to assume that a weighting system coulgd
be developed that would withstand court tests, or, stated differently,
could help achieve equality of edcational opportunity.

Finally, coordination of local, state, and federal school finance
systems is long overdue. Perhaps the weighting concept would be useful
in helping us fit the pieces of the puzzle together,

-Recommendation 1. Of the choices available of how to express ejucation-
a

al load in state school finance Tormulas, we recommend thatl states use
classirtication (weighting) system, Tnis choice apoears imperative if
_the negeds of cities are to be fully recognized as well &s if thes need

of rural and suburban schcol SyStems are to_be met. Weighting should

— - g . SRR S~

give us the possibility of a grsater rafionalify and coordination oF
the total system.

Raising School Revenues

" The minimum wealth base for financing school programs is the wealth
of the state as a whole, and not the wealth of a locdal school district
according to the rationale being used in current court cases, Whether
or not the Rodriquez case is upheld by the U.S. Supreme Court it seems

unlikely that concern for obtaining greater equality of educational ovppor-

tunity will diminish quickly, nor should it. The question to be examined
then is how may one design a state school finance plan so that the wealth
of the state as a whole is equally behind the education of each student.

School finance authorities suggest at least three ways to gat at
this problem. One way is to reorganize school districts so that each
has more nearly equal property valuation behind each student. Another
way 1is full state funding. The third way is to revise present school
finance formulas to achieve the goal of equal dollars.
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HORNBOSTEL Lt '

Reorganization of school districts remains a problem in some states.
However, the sheer task ol atismoting to set boundaries that wonlz estab-
lish districts of eauzl wealth per stuiont appears to be a political and
adninistrative nightmware, There's narily any reason to belizve that we :
would ever reach the goal, and so tnis approach is not being given serious
consideration,

H

Full state funding has receivesd the endorsament of Several stud;

-groups including the President's Comnission on.3¢hool Finance ang the

Advisory Commission on Intergovernmental Relations., One of the advantages
of full state funding is that it woulg accomplish guickly what we have
tried to do over the years yith our formulas but with Tititle success,

It is argued, and on the whole rightty SO, that state tax bases are |
broader thar the loczal tax base, and in thoss states wnere substsntial |
amounts of revenues are St1ll obtained from pronertvy taxes the proparty

tax could be made a state taX. iMaking the property tax a state tax
wonld nave the salutary effect of establishing a stronger state interest
in the improvement of Property tax administration., 4 major argument

atio
against full state funding is that it would tend to place greater con-
trol in the hands of the state. Provonents counier with the proposal
that curriculum and bersonnel decisions would be left in the hands of
local school authorities. ’

Perhaps the least drastic proposal for school finance reform is to |
revise formulas so that they reflect the full wealth of the state. .
Proponents admonish that this is the vway to retain local control and
that it is also the vay to preserve the concept of local leewzy for pro-~
ducing loecal school Tevenues for the purpose of encouraging loecal inno-
vations, While these ideas seen fairly simple, the changes in the formulzs
necessary to meet the equal wealth test are fairly major,

The first requirement for the Necessary revisions is that every
educational function that is to’be financed in Dart locally must be in-
cluded in the formula. In prior years wnen states revised formulas,
the tendency was to set the level of financing lower'than~needed, and
also not to include all fvictions within the formula, As a result,
1ittle equalization was achieved and veriation in educational oppor-
tunities among distriets remained great.

The second requirement for revision of formulas has an olgd element
and a new element to it. The O0ld element is that the state would set 3
uniform local tax rate for local districts to take part in the foundation
program. The new element by one proposal is that the local school budget
would be district power equalized., In school districts where the given
tax rate would produce more than the amount required for the local
program, the excess would acerue to the state equalization fund. 1In
school districts where the given tax rate would produce insufficient
funds to cover the local budget, the state would provide the differenca.
In most, if not all, states, this plan vould require state approvriations
to the equalization fund in addition to funds obtained from wealthy
property tax distriects. At any rate, district power equalization is
achieved through state revenues regardless of the local district wealth
per student, )

«-Nnorew=
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In the presasnt school finance turnicil, ne one has venturel a firm
opinicn on what variation, if any. in dollar amounts per stucent will
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be district power ecqualized, Th comeinad rouniation prozram ani leoway
vould look cdmething like this: The rate to be part of the foundation
progran mlgnt e set at 20 wmillis. In addition thare might be the cpuion
that districts could g

i

4 20 up another § wmills. Both rate vrovisions must
Iistricts and a given rate must proifuce eaqual dollar
amecunts per student in each Bistrict which is only possible with a sub-
stantial state equalization iund.

At this point it can bs observed that in practical terms there is not
much difference between full state funding plans and revised formula

<
plans in states that will need %o continue to make some use of properiy
taxes at least for the present time. In one case it is called a stat

tax; in the other case it is a state mandated tax with somme local option.
There is not a prevonierance of aGvantages with either syvstem at our
present state of develovment.

_ggcommondggignﬁgiﬁwwgggngpurageu§§§§qs,gqhgxpggi@egt_with either full
state Tunding plans or with toundation prograns in Tevising their school
_state finance systems. Conditicns within each state wi, 1l probably detfermine

Some_Imvlications for Taxation

School finance reform will almost surely involve some shifting of tax
burdensy ana some shifting in revenue relationships ameng local, state,
and national governments. The changes will be occasioned by which govern-
ments imvose a given tax and on how the revenues are allocated. For
this brief analysis we confine the def’initiodn of major taxes to taxes
on property, sales, and income.

As stated in the previous section, for at least a time some states
will continue to use property taxes for schools regardless of whether
they move toward full state funding or toward revising foundation pPro-
gram formulas. In either case school authorities have ajcontinued
interest in improved administration of the property tax. This improvement
can only take place under the supervision of state tax conmissions with
authority to tzke action on some of the major problems such as placing
valuations on property. The state, for example, might assess and collect
directly property taxes on industrial, commercial, and utility properties
as part of the state budget for districs: povwer equaliging, or as parwc
of the state budget for full state funding,

Under both plans of school finance reform the state has the same
interest in the equalization of assessments of local property, a problem
which requires state attention. While school officials should mairtain
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dependently of schcol finance equality cases. Th p‘O)leT? are related
but the solutions are sought point by voint in separale cises.

In the fature it is likely that proporticnately more revenues for
schools will be dorived from szles toxes and inecme taxes than rrom
property taxes. Both sales and income taxes are beiter adminisiered by
states trhan by lccalitiss and both have revenue vroauvction advantagzes
at the state lavel. Hoi much can be szid for sales toxes in *erns of
revenue elasticlty but something can be said for the ravenue elissticlity
of statv~ income faxes and much can be said for She revenve elacticiiy of
federal income %zx. The shifting of some school sugport to these bases,
ana unier the asswaption of a growing economy in the long run, <he crowih
Tevenues at stete and federal levels shiould remove scme of tne Zayv-to-~-day
irriteticns that were of almwost constant concern to school boar+s in

raising support through property taxes.

.

Recommendaticn 3. We recommeni that in states where taxes on properiy
contirmie t¢ o2 uszd’as portial SUDPOTT fOT 2CHCOLS titnt StALe tav aomn
micsions he given surricient aithority o irsreve tne asminisiroticn
Of such uaxes. a2 recomsend . urincy that scnool support ba shifted.
5?3565t3cnéz@lﬁiﬁpﬁé”fb"?axes on_socles and ecpecizlly to. taxes on_inconm

K2 5t3

al_bovd the state &nd Tederal levels.

Stale Resvonsibilities

One element of schecol finance structure that promises to remai
unchanged is that education will remain fundamentally a state funct
as it has been over the years. None of the recent studies has sugg
otherwise, In this regard two observations must be rade, In addition
to support for the current school program, states will also need to vrovide
for servicdes such as transvortation and support for school facilities,
The other observation is that the state has the key role in the solution
of the school {inance problem.

Support for a service such as transportation would be completely
stete supported under plans for full state funding, States that choose
the formula revision approach might contirue state and local cost sharing,
or they might make transportation a state charge. The main argument for
full stafe responsibility for transportation is that most persons 4o not
regard transportation as an educational function, and thus the issue of
control of the program is no% pertinent to financing transportaiion.,

Present provisions among the states for Tinancing school facilities
have not been given much attention in current discussions of the issues,
In most states school districts are authorized by constitution or statute
to engage in long-term borrowing in an amount equal to a stated percent
of the assessed value of full value of property in the district. It is
conceivable that these provisions too will be challenged as being unegual,

_If states wish to keep the financing of building as a levy on -
property, the repayment probably could be established through district
pover egualizing the same as for current cperztion of the schools. It
would take some other device, however, to provide equal bonding capacity
per student to all school districts. One possibility is that the bonding

- o ¢ Vo5 o T -
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3

capacity might be determined for the state as whole and then allocateqd )
to school distriets. Another possibility might be to establish a state o
school building authority, . v

The foregoing points are rather minor, however, in the present 1.
opportunity for states to assume real leadership for the whole of school
finance. All facets of financing must be ccnsidered as states revise their
programs -~ the regular program, the special problems of cities, transpor-
tation, buildings, everything. The states will specify the parameters
of local finance as they always have, but the states could also be much
more influential in the form that federal support takes.

Recommendation 4, We recommend that states seize the present oppor-
tunity to revise their total school finance systems, States still hold.
the key to the school Iinance structure but they can no longer_ ignore the
problems that must be facéd and solved, R

The time has come when the federal revenue collection power shoulgd
be placed sguarely behind the essential school program for all students.
This could be accomplished by expanding the federally impacted aid

! program (general aid) to all districts in an amount sufficient to provide

from 25 tc 35 percent of the support for every weighted student unit.
This basic program support should be tied directly to our expanding
economy so that the amount increases as the economy increases. All
federal support should be channelegd to state departments and be coordinated
with state support programs,

Wealth differences among the states must also be taken into consider-
ation if financial equity is to be achieved. A portion of the general
federal support should be allocated on an equalization basis to the states
in relation to state per capita personal income or some other income basis.
This equalization program should be ‘planned for a period of years so
within.a reasonable time dollar amounts per weighted student are fully °
equalized,

Recorimendation 5., We recommend that the federal government assume
responsibiiity fTor a bpasic uncerwriting of general school finance and.
that it equalize supporst among the states in a five year period, All

federal support should be coordinated with state school finance._systems.

e

Intermediate District Responsibilities

Not all states have intermediate districts and some would argue that
the basic district organization be such tc eliminate need of an intermediate
district organization. This may not be possible in all states., A case
can be made for delivery of some school services and functions by inter-
mediate districts when the cost per unit is lower than it would be in a
local district and when the quality is at least equal to or higher than
it would be if provided locally.,

Some special programs might be provided by intermediate districts
such as vocational education and special education. If the intermediate
district provides the service this can take the'plaqe of weighting in
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the school finance formula or it can take the place of categorical aids
to local districts. A service such as data processing might also be
provided more efficiently and economically by an intermediate district.

Recommendation 6. We recommend that intermediate districts be used
for the delivery of some school programs and services_1if they czn_do so
more ecoromically than local districts, and if the quality is equal to_

or greater than it would be ‘provided locally.

Local District Responsibilities

When states complete the revision of their school finance programs so
that the wealth of the state rather than the wealth of the district is
behind each student, then the main criterion for the organization of
school districts is that they be the size that can best deliver educa-
tional programs and sérvices. Local wealth should then no longer be a
criterion for “the organization of districts. Local boards would have
some relief from trying to raise funds. and their attention could be
focused on the operatio;. of progress. This main responsibility, the
operation of programs, should remain with local boards.

Recommendation 7. _We recommend that _thé operation of school_programs.
remain _the chief responsibility of local schnol boards.

Four-Fchelon System for Accommodatipg School Policy

A given state may have four echelons of government involved in
school policy development--the federal government, the state, intermediate
districts, and local districts. With this many levels of government in the
act, the question that must be faced is how can coordination be achieved.
Some Michigan administrators have suggested a rationale that might be
useful. Emerson has observed that a given school function be'a ‘rcated
to that echelon of the system closest to the student and the ec on
where it may be carried out with completeness, equity, efficienc, , and
responsibility.

He has attempted further definition of these terms from the stand-
point of the effective operation of an intermediate school district.
Completeness in this list of criteria refers to quality. It implies that
the function be accomplished by professional standards. Equity implies
that the function is available as a "right", Thus, if a student needs
special education he gets it, Efficiency implies that materials and
personnel are sufficient to do a professional job with commitments to
capacity throughout the year. Thus a special education teacher is
employed if the need exists and there is a full load. This does not mean
that there could not be part-time responsibilities. Finally, responsi-
bility implies that the function is ultimately controlled by popularly
.chosen boards representing the censtituency served. These criteria
appear to follow in the best education tradition of the United States.

Recommendation 8, We recommend that coordination of educational
functions be achiieved by assigning a_given function_to_that_echelon_of.
the system closest to the student and where criteria of completeness,

equity, efficiency, and resvonsibility are met best.
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