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®"The nations of our time cannot prevent the condi-
tions of men from becoming equal; but it depends
upon themselves whether the principle of equality
is to lead them to servitude or freedom, to knowl-
edge or barbarism, to nrrosperity or wretchedness?"

Alexis de Tocqueville

The belief that state governmenta should organize their

fiscal institutions in such a fashion as tc try to achieve
equalization of educational opportunity has been a pervasive
value in American school finance studies for man& decades
(James, 1961; 1972). Two major prob’ems are encountered when
éhe general concept of equalization is examined. In the first
place a definition of equalization acceptable to a majority of
" educational researchers at ani given point in time'appears to
have been as illusive as the Golden Fleece. The record also
seems to indicate that this prize has been lost to each suc-
cessive generation of researchers. Fiscal argonauts are
therefore férever condemned to laun. \ing new quests to‘give
meaning to the equalization concept. Secondly, among those
who have somehow managed to attain a modest amount of agree-
‘ment concerning a definition, there appears to be very little
consensus on appropriate administrative strategies and tactics
for achieving such a goal.
This paper therefore has a three-fold purpose. The ini-

tial task is to explore the defirition of the concept of

1
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equalization as it has been used 'in school finance studies.’
Definitional problems are investigated in the first two sec~-

tions of this paper. This is done initially by the technique

of posing'whét we believe are basic qﬁestions‘concerning the
concept, and then surveying the school finance literature for
appropriate responses. We then prcgress tovthe construction
of a series of graphic models and continue the study of the
facets of this concept using this heuristic and diagrammatic
approach. The second task of this paper is to highlight some
selectad problems in the measurement of the concept of equali-
zation. Therefore in the third portion of this paper and in
appendix A we outline a technique for measuring equalization
and provide some illustrations of the use pf this technique.
Since we are concerned with the practical as well as the more
theoretical aspects of equalization, the fourth section of this
paper and appendix B deal with the application of the cohcept
to current state educational fiscal policy matters. The
authors’hope that state departments of education, state legis-
1ative‘:6mmittees, and special study commissions may find this
final section of help as they struggle with demands for in-
creasing equalization among school districts. Our efforts in
‘this paper have been strongly influenced by the reasoning pre=
sented in a series of recent court decisions concerning educe.-
tional finance (Hobson v. Hansen, 1967; McInnis v. Ogilvie,

1969; Serrano v. Priest, 1971; Van Dusartz v. Hatfield, 1971;

Rodriquez v. San Antonio, 1971). The concluding statement
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therefore comments on the role of the court in shaping state

educational fiscal policy.

Basic Questions

We shall start our examination by asking, "equalization
of what? A brief survey of school finance literature will
suggest that answers to this questioir have changed as American
society itself has undergone major historical transformations.
In the very early fiscal literature it appears that the
equalization of interest was the equalization of local tax
burden to support education (Cubberly, 1905). It haé been
suggested that this early concern over local tax burden arose
out of the increasing attempts of many states at the end of
the last century to mandate minimum levels of school services
everywhere within state boundaries without regard to differ-
ences in local resources (Burke, 1957). Later, with the wide
adoption of the Strayer-Haig allocation system, tax offort was
more specifically defined in terms of equalization of the
local property tax required to support a specified level of
expenditures (Strayér and Haig, 1923). This notion that two
taxpayers should not be required to shoulder unequal tax bur-
dens for the same level of educational services is still very
much of social and legal interest as can be ssen from the fact
that this was one of the two causes for action stated by
plaintiff in a recent California school finance case (Serrano

v. Priest, 1971).
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The Great Depression left its mark on the study of school
finance as it did on the study of all other aspects of Ameri-
can public finance. Ear;ier writers had previoﬁsly expressed
concern over -disparities between school distriects with regard
to: (a) expenditure levels ‘and (b) service levels. Writing
in the shadow of the Great Depression it seemad essential to
Henry Morrison (1930) to highlight this type of inequality.
Morrison t.ad earlier documented the extent of inequalities in
Il1linois pubiic schools and had proceeded tc castigate that
state's system of finance as "appropriate to pioneer days."
But society moved away from the depression and while expendi-
ture and service inequalities among school districts continued
to merit study, ths strong reform overtones were no longer
present (Mort and Cornell, 1938; Mort and Cornell, 1941).
Occasionally a volume woculd appear which cast e tlight upon.
expenditure level and service. level inequalities among school
districts (Johne and Morphet, 1952). In the main, however,
egalitarian goals in school finance were not of high priority
in the 1950's as can be seen from this ‘quotation ffom a widely
adopted school finance textbook of that period:

Indeed, equality of educational opportunity is not

attainable in a single school system. It ig not

even desirable in a decentralized schcol system.

What is desirable is a rising standard of educa-

tional services, not equality of services. Tais

means that it may be more important to see that

the able and willing can move ahead than to con-

centrate upon correcting the worst conditions.
(Burke," 1957, p. 561)




5

It should be pointed out that the author of this statement has

changed his point ¢ view concerning a fiscal policy appropri-
ate for the current period (Burke, 1969).

The 1960's presented a vivid contrast with the 1950's. j
James (1961) launched the first of what was to become a series
of vsry important studies at Stanford. In his initial study
at Stanford he reaffirmed inequalities of expenditure, tax
effort, and fiscal capacity as an important focus f{or research.
The sociologist Sexton (1961) published an important con“ribu-

{

tion to the study of service inequalities within urban school
districts while McLure (1964) and Lane (196l) were :xploring
interdistrict‘inequalities. At mid-decade Benson (1955) pub-
lished an important, popular, and widely distributed little
book that slso did much to restore the study of fiscal

inequalities to stage center.

The real turning point, however, came shortly after mid-

decade. At least three events were taking place which may
well have changed forever the concept of equalization in the
study of school finance. In the first place the social up-
heavals of the city ghetto and the militancy of minority groups
had placed the entire matter of inequalities in the forsfront
of public inspection. Secondly, the impact of .the Coleman re-
port (1966) was beginning to extend far beyond academic
sociological circles. Thirdly, a movement within the legal
profession was afoot that, while it did not surface until

later, would have profound implications for the equalization
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concept in school finance. By 1968 is was clear to many that
the question, "equalization gf what?" was going to be answered
by a strong rededication to that ancient American dream,
equalization of educational opportunity.

In rapid succession for the next four years there ap-
pear-4 a ssries of empirical studies and policy papers all
dealing with various aspects of the inequality question.

These studies differed greatly in design and purpose, and in
the aspet of educational inequality chosen for investigation.
All of them concluded, however, that a prime obligaticn of
state departments of education was the utilization of the fis-
cal ‘apparatus of the state to achieve equalization of educa-
tional opportunity (Coleman, 1966, 1968; Hickrod and Hubbard,
1968; Thomas, 1963; Garms and Smith, 1969; Guthrie,
Kleindorfer, and Stout, 1971; Berke, Geettel and Andrew, 1972).

Simultaneously the groundwork for a legal revolution against

the state fissal strunture based on the equal protection clause

of the fourteenth amendment of the Ucéu Constitution wus being
articulated (Horowitz and Neitring, 1968; Wise, 1968a, 1968b;
Coons, Clune, and Sugarman, 1969, 1970; Silard, 1970).
"Equalization of what?" is still a very important ques-
tion. The activity chronicled above on the inequality front
has served only to provide alternative responses to this ques-
tion. As Johns and Salmon (1971) have pointed out, no precise
definition of "educational opportunity" much less "equal educa-

tional opportunity™ has existed now or in the pasat. gn“ﬁpst of




the studies cited previously inequality has been measured in

terms of the wealth [varicvusly defined) of school districts,
the expenditures per pupil, the educational services provideu
students (including the quality of staff and the quality of
facilities for delivering the sarvices) and the tax effort
exerted by citizens to attain the expenditure and service
levels.

In more recent years several authors (Coleman, 1968, 1971;
Jarret, 1971) have encouraged researchers to go beyond what
they consider relatively weak measurements of school "inputs"
and to measure instead equalization cf “outputs.™ As stat--
wide assessment and testing continues to spread throughout the
United States this becomes more of a possibility. Equaliza-
tiocn of school outputs, however, raises quite a number of
thorny problems. To accomplish this type of equalization it
is necessary to: (a) agree on outputs to be measursd; (b) hold
constant inputs over which school authorities have 1little con-
trol, and (¢) manipulate inputs lkmown to maximize achisvement
and over which school authori:ies have control. As a long-term
goal of school finance r: :earch this type of equalization may
be a pearl without peer. Unfortunately it can be doubted
whether the present state of the art with respect to "educa-
tional production functions™ will allow us to really do this
in the near future (Barron, 1967; Guthrie, 1970; Levin, 1970).
In the msantime we will still probably need studies of "ipputs"

to monitor our imperfect progress t. ward equal educational



opportunity.

A second question, "equalization among whom?" while
meriting no less attention than the first can be dealt with in
less space. The response presented by many of the publica-
tions appearing in the last few yeérs is "equalization among
different socio-economic classes™ (Garms and Smith, 1969;
Kelly, 1970). But socio-economic clasz can be analyzed using
several different units of analysis. Until very recently the
school finance researcher simply assumed that his "proper"
unit of analysis was the school district. That assumption can
no longer rest unchallenged. If equalization is to be truly
effective it is held now by some that the unit of analysis
should not be the school district, but rather it should be the
individual school or attendance unit (Levin, Guthrie,
Kleindorfer and Stout, 197+). Within larger school districts
there can be little doubt that great inequalities exist in
educational inputs (Sexton, 1961; Havighurst, 196l; Goettel
and Andrew, 1972). If equalization is desired among individu-
al schools then radical surgery will be needed on the grant-
in-aid systems of most Qtdtes. The fundamental record keeping,
charts of accounts, etc., would have to be changed since in
many states fiscal data by individual attendance units is not
at all available.

Perhaps a more seriouz challenge comes from those who
would answer, “equalization among families." To explore this

response fully would carry us into a discussion of wvoucher




syéteﬁs and far beyond the mission of this paper (Coons,

Clune and Sugarman, 1970; Benson, 1971). It is clear, none-
theless, that if society wishes to move in the direction of an
educational allowence for individual families and then proceed
to use that instrumentality for the equalization of education-
al opportunity a major institutional reorganization of Ameri-
can education rmust be undertaken. The debate over whether
voucher systems would move society toward equalization, or
away from equalization, w:ll likely continue for some time.
The use of non-public school aid as an instrument of equaliza-
tion is explored at some length in Erickson (1967).

In addition to the questions, "equalization of what?" and
"equalization among whom?"™ it is appaerent that we also need to
explore what is meant by £ho word "equalization®™ itself. At
first inspection it might seem that the answer was self-evident.
Does not equalization simply mean reducing.the variation in a
set of measurements? Perhaps in a strict mathematical sense
this 1s correct. It appears that in much of the school
finance literature, however, the theoretical construct
"equalization™ has not been used in a univariate sense at all,
but rather, in a bivariate framework. Provisionally one might
then say that there are at least two responses to the question
of an operationgl definition of equalization. One definition
uses variation, but the other definition uses association.
Since both variation and association are central theoretical

constructs in the discipline of Statistics it will come as no
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surprise to learn that there are many possible techniques for
'measuring these fundamental notions. Likewise, many possible
measurement approaches can be made to the matter of equaliza-
tion. We shall rsturn to the question, "what is equaliza-
tion? in a later section of this paper. Prior to that, how-
ever, we wish to see if further light can be cast on the

definitional problems by the use of model building.

Normative Models

Policy analysis is alleged to entail: (a) the comparison
of the "is" with the "ought" and (b) the recommendation of
sérategies for bringing the former into agreement with the
latter. Such well-meant exhortations unfortunately assume
that prior empirical researcﬁ has established rather clearly
Jjust what "is™ and that also a reasonable degree of consensus
exists concerning the "ought.®™ The study of school finance
probably currently meets neither prerequisite. Recent judi-
cial developments have encourag;d us, nevertheless, to formu-~
late a portion ‘of this examination of the equalization concept
in terms of a contrast bétween "actual™ functions versus
®desired" functions. These paired functions we have then
termed "normative models."™ Since considerable disputation
exists over the shape and nature of both the "actual™ and the ‘
"desired" functions we offer this exercise primarily to en-
courage further research and further policy argumentation., Our

efforts in this section have been greatly assisted by the
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discussion of several verbal models of equality of educational
opportunity provided by Wise (1968a; 1968b). Our models have
been given the labels, "permissible variasnce,"™ "inverse allo-
cation,™ "fiscal neutrality," and "fiscal intervention."™ The
first term is borrowed directly from Wise and the third and
fourth terms were suggested by Judge Miles Lord (Van Nusartz
v. Hatfield, 1971).

The first model, shown in figure #l, consists of simply
plotting the frequency of expenditures, or services, or out-
puts of school districts for some spatial entity, s.g., a
metropolitan area, a state, the United States, etc. In this
and all 'subsequent models the actual functidn is indicated by
a solid line and the desired function is indicated by a dashed
line. We are already in trouble with our fledgling models
since studies of the shape of these distributions do not seem
to have attracted great interest from reséarchora. More at-
tention has been pald to the expenditure distribution than to
the distribution of other variables. The most extensive data
comes from Harrison and McLoone (1965). These data indicate
that, for a distributioﬁ of all school districts in the United
States in 1959-60, the median expenditure was reached from the
lowest expenditure in thirty equal intervals but that it tbok
thirty-eight more intervals to exliaust the distribution in-
cluding a large open ended top interval. This study indicates,
however, that the shape of the expenditure distribution does

vary greatly from state to state. Some years earlier James
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(1961, 1963) had noted this same variation in expenditure
distributions among states and commented on the skewed nature
of many of these distributions. Burkhead (1961) also noted
skewness in the distribution of school finance variables with-
in a single metropolitan area. With some reservations then we
shall posit the "actual' distribution of expenditures in most
states to generally be a distribution skewed in such a manner
that there are more districts in the lower end of the distri-
bution than in the upper end of the distribution. With equal
tentativeness we shall further argue that the distribution
desired by the framers of most equalization grants-in-aid was,
and still is, to push the lower end of the distribution to the
right, and in the process reduce both the skewness and the
variance of the distribution,

The goal of this first normative model, then, is to re-
duce variation to some "permissible™. range. Unfortunately, we
do not know just how "perﬁissible" is to be defined except
that Wise (1968a) suggests at one point that the courts might
not want to allow a high to low range of more than 1.5 to 1.0
should they opt to use this model to judge the equity of state
K-12 financial systems. As of this writing we have had no ,
judicial pronouncement equivalent to Judge Skelly-Wright's
ruling that there could be no more than a five percent varia-

. tion between sxpenditure levels of individual schools within a

single school district (Hobson v. Hansen, 1967).
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With all these normative models an important question is,

"are we moving toward the desired function or away from the
desired function with the passage of time?" A suitable answer
demands a review of the literature of greater depth than we
can give it here. However, we can at least suggest that the
answer might depend upon which geographical frame of reference
the researcher is using. Harrison and McLoone (1965) con-
cluded that we probably were moving toward greater expenditure
equality if the geographic area was the entire United States,
or if one was exploring the variation among school districts
within a majority of the states. However, these researchers
also suggested that progress toward expenditure equalization
seemed to have been greater in the 1940's than in the 1950's.
Different results may be obtained, howsver, if the geographic
focus of the research is expenditure variation within staridard
metropolitan statistical areas (Hickrod, 1967; Hickrod and
Sabulao, 1569; Lows and Others, 1970), or if the variation is
between central cities and suburbs (Berke, 1970), or if the
ma jor concern is with different categories of districts within
metropolitan areas (Rossmiller, Hale, and Frohreich, 1970).
What are the strengths and weaknesses of this "permissi-
ble variance”™ model? If the distribution under analysis was
to be school outputs perhaps measured in terms of achievement
test scores and supplemented by some additional measures of
school effectiveness it would probably be satisfactory at

lsast to the stronger egalitarians among educational
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researchers. But the ma jority of research using this model
has not been done in terms of school outputs, but rather in
terms of school inputs. This presents a dilemma. It is at
least possible that the reduction of variance in outputs might
require an increase of variance in inputs. Without the addi-
tion of a wealth dimension it is also difficult to interpret
any increase in the variance acﬁually observed. Does such an
increase mean the wealthier districts moved further away from
the central ‘tendency of the distribution? Does it mean the
poor districts did or did not move? None of these matters can
be known without abandoning the univariate framework for
measuring equalization.

The oldest bivariate model of equalization is the one
illustrated in figure #2 which relates general state aid to
school district wealth in an inverse fashion. Wealth is usu-
ally defined as property valuations per pupil but it can also
be defined in terms of income or a combination of ;roperty
valuations and income. The controversy in school finance
circles over the definition of "wealth" or “fiscal capacity”
is of long standing (Burke, 1957, 1963, 1967). Some re-
searchers have expressed considerable dissatisfaction over the
continued practice of defining "wealth" or "fiscal capacity"
solely in property valuation terms (Hickrod and Sabulao, 1969).
The shape of the actual general aid funétion is believed in
many states to be a negatively sloping line with a rather sharp
breaking point at the range of districts which no longer
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qualify for equalization aid but do continue to qualify for
flat grants or for guaranteed minimum state aid (James, 1961,
1963). This aid function can probably be approximated by a
logarithmic transformation of either the wealth or the aid
variable, or both. Curiously, however, while the departurs
from linearity of the state aid-wealth function has long been
known, the curvilinearity of that function has not been taken
into consideration when decisions are made concerning appro-
priate statistical techniques with which to measure the extent
of equalization. We shall comment further upon the curvi-
linear property of the state aid function in the next section
of the paper.

Figure #2 is the "conventional" model of equalization,
the one most widely recognized among practicing educational
administrators {(Doherty, 1961). The model has been used for

several research purposes. For example, it has been used to

study the distribution of funds under several types of state

aid forrmlae (Benson esnd Kelly, 1966; Sampter, 1966; McLure
and Others, 1966; Farner and Others, 1968; Hempstead, 1969;
Waren, 1970). It has also been used to study the distribution
of state aid among school districts in metropolitan areas at
more than one point in time (Hickrod and Sabulao, 1969). Re-
cently tﬁigwﬁodel was used to compare the distribution of
funds within states for all fifty states in the Union (Briley,

1971). The general bivariate linear relationship is lnown to

be negative, quite strongly so in some states.
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As might be expected there is much less agreement con-
cerning the desired function. Much of the controversy in
state legislatures takes place over how steep the slope of the
desired function, illustrated by dashed line A in figure #2,
will be. In many states, the local districts receive either
flat grants or equalization grants, but not both (Jobns, 1969).
Some authors have held that this practice in fact discriminates
against poorer districts and that these poorer districts
should receive flat grants in addition to thqir equalization
grants (Coons, Clune, and Sugarman, 1970). Should the flat
grant portion happen to be quite large this could result in
quite a gain for poor districts as indicated in the dashed
line B of figure #2. Johus and Salmon (1971) have constructed
a typology for the evaluation of equalization effects built
partially upon this inverse allocation model, but with weighii~
ings for the proportion of state to local funds, and the
degree to which the grants take into consideration variations
in Yocal costs. The strengths and weaknesses of the inverse
allocation model are entangled with how the model is measured
and discussion of this point is therefore reserved to the
third section of the paper.

Figures #3 and #l illustrate two models of equalization
of more recent origin. The two-part model in figure #3 which
we have labeled "fiscal neutrality" is drawn from the argu-
mentation presented in Coons, Clune, and Sugarman (1970) and

also frcm recent court decisions (Serrano v. Priest, 1971;
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Van Dusartz v. Hatfield, 1971). The words of Judge Lord
describe the desired function: "Plainly put, the rule is that
the level of spending for a child's education may not be a
function of wealth other than the wealth of the state™ (Van
Dusartz v. Hatfield, 1971). One possible interpretation of
that rule could be that all funds for K-12 education should be
distributed by a.very large flat or bloc grant with no local
contribution at all from local school district resources.
This would result in one type of full state funding. Not
nacessarily the best type, in our opinion. The desired func-
tion resulting from fhis strong interpretation of the neutral-
ity rule could be represented by the dashed line labeled ™A™
in figure #3a. It has, however, also been suggested that the
courts may not be so rigid in their interpretation of the
"fiscal neutrality" doctrine with the result that any state
system which makes an honest effort to Mlevel up" its expendi-
tures, while still allowing the wealthier districts to ™add
on" something from local resources,will be allowed to pass
unscathed before the sword of cunstitutional justice

(Greenbaum, 1971). If this milder interpretation proves

eventually to be correct then an "acceptable™ if not a "de-

sired" function might prove to be something like dashed lines
"B® or "C" in figure #3a.

The courts as Wise (1968a) has observed have a strong
preference for operating in the negative. "Thou shalt not" is

a more comfortable legal posture than "Thou shalt.®™ Bearing
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this in mind the neutrality doctrine can be restated to say
that no state may operate an educational fiscal system in
which expenditure levels are primarily determined by the local
wealth of the school district. In other words the courts may
be more concerned with the solid line in figure #3a than in
any possible dashed lines. Unfortunately that solid line is
also the most well researched function in the history of mod-
ern school finance. There are literally scores uf studies
that demonstrate that no matter what variables are prlaced in
multivariate..demand models, the wealth of the local school
district is almost always the best single indicator of local
demand for education (Hickrod, 1971). Surely it is ironical
that the United States courts have chosen to attack one of
the strongest empirical relationships known to exist among
school finance variables. The judicial "lions under the
throne™ certainly have their work cut out for them,

Tho second component of the fiscal neutrality model is .
more difficult to handle. Commentators have pointed out that
the courts are less clear about tax inequalities than about
expenditure inequalities (Silard, 1971). It appears, however,
that the rule might be: ™"tax rate may not be a function of
wealth but it may be a function of expenditure level," If
that is a correct interpretation then the vertical dimension
of the model is not simply tax rate but rather tax rate ad-
Justed for differences in expenditure level. The desired

function again would appear to be the straight line similar
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to the line in the first component. This is illustrated in
figure #3b. With respect to the actual function we can only
speculate. The simple bivariate relationship between wealth
and tax effort is negatively sloping in some studies (Berke,
Goettel, and Andrew, 1972); however, this is not so clear in
other studies. In the absence of proof to the contrary, it
might be assumed that once a control has been effected for
exrenditure levels the sign of the slope might remain nega-
tivs, bnt the magnitude of the slope would decrease sharply.

The last normative model also consists of two components.
In recent years the number of academicians willing to state,
sometimes in a rather forceful manner, that American society
should ve spending more on the education of children from poor
familias than on the education of children from wealthy fami-
lies has increased (Guthrie, Kleindorfer, Levin, and Stout,
1969; Levin, Guthrie, Kleindorfer and Stout, 1971). A related
and perhaps even larger body of analysts have stressed the
great educational needs of the pooir, particularly the needs of
the urban poor (Berke, Goettel, and Andrew, 1972; Kelly, 1970;
Garms, 1969). In most cases the raison d'etre for this type
of allocation pattern is sociological or socio-political in
nature; i.e,, to reduce social‘stratification and increase
social mobility (Hickrod and Hubbard, 1968). It is further
argued that this type of allocation pattern should produce a
situation in which educational achisvement should be substan-

tially equal among socio-sconomic groups by the end of the
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K-1? experience (Coleman, 1968). This school of thought,
which we have termed "fiscal intervention," has been illus-
trated in figures #4a and #4b. Obviously it is cliosely re-
lated to compensatory education and couid just as easily have
been permed compensatory finance.

In figure #4a we have a situation which would exist if

- Judge Lord's decision had read, "the rule is that the level u°

educational achievement may not be a function of wealth other

than the wealth of the state." We hasten to remind the reader
that the justice from Minnesota did not say this and in fact,
at least to our reading of the 1971 cases cited earlier, none
of these decisions has gone this far. Therefore one might
think of this as av"beyond Serrano" policy position. Thé
actual functional relationship between educational product
(usually measured as educational achievement) and wealth is
fairly well documented in school finance research (Benson,
1965; Burkhead, 1967; Dunneli, 1969; Van Fleet and Boardman,
1971), although the number of research studies on this topic
does not begin to equal the number of research efforts directed
toward exploring the relationship between expenditures and
local wealth. The normative model resulting from the juxta-
position of the desired function with the actual function is
similar to model #3a, and much of what was said of model #3a
also applies to model #la.

In model #4b the actual function is the same as in model

#3a. The desired function is subject, however, as are all the
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desired functions discussed in this section, to considerable
uncertainty. If more stould be spent on the poor, how much
more? The most common parameter given is that twice as much
should be spent on the poorest district as is spent on the
wealthiest district (Guthrie, Kleindorfer, Levin, and Stout,
1949). The desired function could take other values. For
example, the program cost differentials for compensatory
programs relative to standard programs provided by McLure and
Pensc (1970) suggest a 1.68 ratio for grades 6 and below, and
a 1.83 ratio for grades 7 through 12. If, for the purposes
of this general discussion, one assumes that no compersatory
students are present in the wealthiest district and that the
poorest district contains ﬁothing but compensatory students,
and if one further assumes that the presence of compensatory
students is a direct inverse linear function of wealth, then
the desired functions are those indicated by dashed lines A,
B, and C in figure #4b. McLur; and Pense (1970) dichotomized
compensatory programs treating the detentisn schools for
severely maladjusted as a separate and much more costly pro-
gram category.

An important concern here is whether one of these models,
specifiically the fiscal neutrality model, precludes and pro-
hibits the adoption of the other models. Does the emerging
judicial doctrine of fiscal neutrality, e.g., the quality of
a child's education may not be a function of wealth other than

~—

the wealth of the state, render illegal and inoperative the
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permﬁssible variance, ihverse allocation, and fiscal interven-
ticn models? We believe it does not. The fiscal neutrulity
doctrine would appear not to apply to the inverse allocation
model since it addresses itself to the total expenditure-local
wealth function rather than to the state aid-local wealth or
the federal aid-local wealth relationships. Nor does it ap-
pear to apply to the permissible variance model since the
variance may, or may not, be connected with wealth differenceé.

The fiscal intervention model presents a more complex
problem. The courts have never really indicated just what
they mean by the word "function." Ultimately the word may
need to be defined in future litigation with the aid .of expert
testimony from mathematicians and statisticians. For the
moment it may suffice to say that when used by the layman
without an adjectivé it usually means a positive or direct re-
lationship rather thanyaﬁ inverse or negative relationship.
The argumentation flowing from the lack of equal protection
dve to indigence in some of the cases cited by the courts sug-
gests the thinking is in simple rectilinear terms; i.e., the
more wealth the more services and the greater protection versus
the less wealth, the less services, and the lesser protection.
Since the actual function of total expenditure and local wealth
in no way approaches an inverse function in the United States,
the point may be purely academic. Should it ever arise in
actual litigation, however, it might be argued that in the

fiscal ir%ervention model the wealth variable is really acting
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as a substitute for a needs vector. The courts have demon-
strated that they have no desire to try to handle the needs
concept in these school finance cases (McInnis v. Ogilvie,
1969; Rodriquez v. San Antonio, 1971). This does not mean,
however, that they would not accept the more measurable and
more justiciable wealth variable as a substitute for educa-
tional needs. TIhe only assumption necessary is that poor
children are educationally needy children.

Throughout this discussion of normative models we have
‘merely indicated the desired and actual functions to be either
linear or curvilinear functions of wealth. We have not indi-
cated how such functional relationships might be measured.
Such an omission causes no pfoblem for general theoretical
discussion. However, the empirical investigation and eyalua-
tion of state educational fiscal policies fequires much more
attention to -operational definitions and to méasurement
techniques. Without work at this level of definition the full
neaning of the equalization concept would continue to elude

“our grasp. To that task we now turn.

Measuring Equalization

Measurement problems can be discussed in a fashion simi-
lar to the normative models; that is, in univariate or in bi-
variate mode. Invthe univariate mode the researclier is often
measuring variation in expenditure per pupil among districts.

Variation could also be measured in terms of fiscal capacity




2l
or with respect to output or services provided if these data
were available. The methodological questicn here is variation
from what? The conventional answer has been variation from
the mean of the set of measurements being examined. Hence the
variance (the mean squared deviation from the mean) has been
used. Since relative variance is frequehtly of concern the
square root of the variance, the standard deviation, is often
expressed as a percent of the mean. This descriptive statis-
tic 1s sometimes referred to as the "coefficient of variation"
(James, 1961, 1963). On occasion, a somewhat less exact sta-
tistic based on the difference between the first and third
quartiles, the interquartile range, is used. Again, since
relative variation is of interest the ratio of the inter-
quartile range to the median is used (Harrison and McLoone,
1965).

There are two limitations on these procedures. In the
first place since we have reason to believe that these dis-
tributions may be skewed, a change in the shape of the dis-
tribution may be more revealing than a-change in variation.
Secondly, both these tecﬁniques depend upon the assumption
that the variation of interest is that measured from the cen-
tral tendency of the distribution., In thé light of the influ-
ences discussed in the first two sections of this paper it
might be more appropriate to measure variation, not from cen-

tral tendency, but from a condition of perfect equality.
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One straightforward me;sure of variation from equality is
simply the mean deviation from equal expenditure, or equal
property valuation, etc., or the mean square deviation from
this benchmark (Johns and Others, 1971). There is, however,
another technique available which has the advantage of having
both a graphical and a numerical representation. This is the
Lorenz curve and an associated numerical expression, the Gini
index or "index of concentration." This latter measure of
deviation from perfect equality has frequently beén used in
economics (Morgan, 1962) and somewhat less frequently in
sociology (Duncan and Duncan, 1955), biology (Duncan and
Duncan, 1957), and political science (Alker, 1970). In only
a few instances does it appear in school finance literature
(Harrison and McLoone, 1965; Hickrod, 1967).

When using the Lorenz curve and Gini index in a univari-
ate mode, a rank order of districts from that district having

, the least expenditure to that district having the greatest

expenditure is formed. A Lorenz curve is a plotting of the
cumulative proportion of‘districts against the cumulative
share of aggregate expenditure accounted for by these dis-
tricts. If all districés had the same expenditure per pupil
a 45 degree line would result as indicated in figure #5.
Fifty perceng of the dis@ricts would then account for fifty
percent of the aggregate expenditures and the line would pass
through point A. However, if fifty percent of the districts

spend only twenty-five percent of the aggregate expenditures
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a curve is formed passing through point B. As districts de-
part from perfect equality the curve departs from linearity,
moving to the right.

While the Lorenz curve is a good graphic device one needs
a numerical value to assign to it. Basically, the area be-
tween the diagonal and the curve represents the amount of
inequality and this needs to be expressed relative to the area
of the triangle forqu by the diagonal. Appendix A displays
a mathematical develoéﬁent of a formula starting from this
assumption and conéiﬁding with the following computational

formula:

n
i=1
where: x = cumulative proportion of districts

= cumulative proportion of expenditure
(state aid, achievement scors, etc.)

As the curve movss away from the diagonal the magnitude of G

, ' will increase. Therefore, in this particular mode, low magni-
tudes of G indicate equalization and high magnitudes of G
indicate disequalization.

The principal problem in the bivariate mode centers around
the extensive use of the Pearson product moment linear correla-
tion coefficient. Although there are a large number of studies
in circulation which use this descriptive statistic, it has

é some serious limitations for measuring equalization. In the

first place this correlation coefficient measures only the
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strength of the linear relationship, If the relationéhip is
non-linear as is the case with the relationship between state
aid and wealith of the district, use of the correlation coeffi-
cient is not appropriate. Secondly, even if the assumption of

u linearity holds, the correlation coefficient cannot measure
the slope of the line. For example, a high correlation be-
tween expenditure and wealth of the district indicates the
existence of linear relationship between these two variables,
but it does not show how much the expenditure chdnges with a
particular change in wealth (Tufte, 1969). One must perform
da regression analysis to find the slope of the line. The
third limitation is the effect of extieme measurements on the
correlation coefficient. Only a few districts receiving large
amounts of state aid may affect the value of the coefficient
drastically. The fourth limitation springs from the fact that
each disérict has the same weight in affecting the magnitude
of the correlation. The smallest district in Illinois, for
example, has the same weight as Chicago. This limitation,
however, could be overcome by weighting the data before com-
puting the correlation coefficient. Given these limitations
we are inclined to discourage the use of Pearson product moment
linear correlation coefficient in the measurement of equaliza-
tion.

What then can‘be substituted for the correlation coeffi-
cisnt? Graphic profiles are effective but they do not yield

a single numerical value which can be used to describe
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equalization within a state (McLure, 1964, 1966; Briley;
1971). Barkin (1967) and Wilensky (1970) have suggested a
second usage of the Lorenz curve and Gini index that looks
promising. This technique is illustrated in figure #6. Al-
though there are only two dimensions visible on the graph,
there is a third hidden dimension. The three variables con-
sidered are as follows:

(i) Units between which equaiization is to be achieved,
e.g. pupils, districts, state, etc.

(1i) Criterion for differentiation between these units,
e.g. wealth, income, size, etc. The data are ranked
in increasing order of this criterion.

(iii) Factor that is to be equalized, e.g. state aid, ex-

.penditure, uchievement score, etc.

In figure #6, the vertical axis represents the cumulative pro-
portion of students ranked by ;ealth and the horizontal axis
represents the cumilative proportion .of state aid. 1In this
usage should each district receive the same amount of state
-aid, e.g. a condition of flat grants without weightings, fifty
percent of the students r;nked by wealth would recqive fifty
percent of the state aid and the line would péss through point
A. However, should aid be distributed in inverse proportion
to wealth, then fifty percent of the students ranked by wealth
might receive seventy-five percent of the aid and the curve
would pass through point B. The Ginl index takes a value of

zero in case of flat grants but has a positive value between
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zero and one for any other state aid formula that tends to
help the poor districts. The higher the magnitude of the Gini
index, the more favorable is the distribution of the state aid
for the poor districts.

The real strength of this technique lies in its ability
to compare the disequalizing effects of local resources with
the equalizing effects of state aid. Figure #7 highlights the
disequalizing effects Bf local resources. It should be noted
that in this figure the curve is above the diagonal and that
the Gini index is negative. This is due to the fact that the
wealthy districts raise more money through local resources
than do the poor districts. Figure #8 shows the combined
effect éf local resources and state aid. The curve is still
above the diagonal and the Gini index is still negative but
smaller in magnitude. This means that the equalizing effect
of state aid does not completely balance the disequalizing
effect of local resources.

Another use of the Lorenz curve is in exploring the
equalizing effects of variations in many differeant parameters
in the general aid formula. This usage is illustrated in
figures #9 and #10 using Illinois data for the year 1968-69
for unit districts (K-12) of that state. The calculations in
this example are based on a "pure" foundation or Strayer-Haig
formula ﬁnd the effects of various Illinois adjustments thnat
exist are not shown here. In this example the fiat grant is

not taken into consideration. Lorenz curves are drawn for
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three levels of qualifying tax rate and two levels of founda-
tion level. As can be seen from the diagrams, with the
foundation level at $520 and the qualifying tax rate at $1.08
‘the Gini index stands at .096 (figure #9). Should the founda-
tion level be raised to $600 and qualifying rate remain at
$1.08 the index falls to .077 and the curve moves near to the
45 degree line (figure #10). However, should the foundation
level be raised to $600 and the qualifying rate also be raised
to $1.36 the index rises to .11l and the curve moves away from
the diagonal (figure #10L It should be noted that raising the
qualifying rate while holding the foundation level constant
results in higher Gini index meaning greater equalizing
effects of the state aid.

From these illustrations it should be clear that the
Lorenz curve has many advantages over other existing methods
of measuring equalization. As described in the first example,
the Lorenz..curve allows three variables to be considered in
one graph. Secondly, no assumption as to the linearity of
functions is involved. This makes it applicable to both linear
and non-linear situations. The whole graph can be reduced to
one number--the Gini index--for comparison purposes. This
technique is equally applicable to different definitions of
equalization.

The measurement of equalization is surely a topis worth

greater development by researchers. However, we do not wish

[T PNRPE

to leave the impression that this subject is so esoteric that




31
it yields only to investigation by measurement specialists.
Simple percentages can often be revealing. For example, using
1971-72 state aid information in Illinois one can discover
that the poorest half of the elementary students in that state
receive approximately 63 percent of the funds going to all
elementary schools. The poorest half of the high school stu-
dents receive approximately 65 percent of the funds going to
high school students. However, the poorest ;6 percent of the
students in the unit districts (K-12) receive only 50 percent
of the funds going to students in all unit districts. This
situation exists due to the fact that the almost one half
million students in the city of Chicago school system are con-
sidered in the top half of the wealth distribution in terms
of property valuation used for the calculation of 1971-72
state aid. As Berke, Goettel, and Andrew (1972) have pointed
out, neither Chicago nor a great many other central city
school districts will receive very much stat; aid as long as
the measurement of wealth or fiscal capacity remains property

valuation per pupil.

Appiication

State educational administrators, particularly those who
are facing a court ordered revision of the fiscal structure of
their state, are apt to be much more interested in the appli-
cation of the concept of equalization than with efforts at

more precise definition and measurement. It is toward this
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pressing practical problem that we direct our remaining com-
ments. .

The question we shall attempt to answer in this section
is simply, "what policy and administrative alternatives does a
state have if a major commitment has been made to provide more
funds vo students in the poorer districts of the state?" The
possibility of such a commitment depends upon the political
and social composition of each individual state. We think it
realistic to assume, however, that more state departments of
education will be interested in}gggkipg answers to this ques-
tion in the near future. Some state departments have already
indicated the high priority they intend to give to actions
which will increase equal educational opportunity (Bakalis,
1972). It remains to be seen whether state legislatures wi._l
concur on the priority to be assigned to increasing equaliza-
tion.

The actusl allocation patterns brought about by the
alternatives described in the following paragraphs should be
evaluated in terms of the normative models of équalization
previously discussed in this paper, Very likely some of the
quantitative approaches mentioned in the preceding section
would also be utilized in this evaluation process. Although
it is our view that the federal government does have a respon-
sibility to help the states achieve equalization within their
boundaries we shall restrict our commentary here to those

strategies and tactics that can be carried out by state
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departments and by state legislatures without federal assis-
tance. There would appear to be four of these overall or gen-
eral strategies: (a) full state funding, (b) district reorga-
nization and consolidation, (c¢) manipulations of general
purpose grant-in-aid systems, and (d) utilization of certain
types of categorical grants. Each will be discussed in turn.

The heart of the equalization problem lies in the Ameri-
can practice of using unequal local resources to support edu-
cation. It is therefore quite tempting to consider cutting
the Gordian Knot by supporting K-12 education enti?ely from
state taxation with no local contribution being allowed at
all. State assumption or "full state funding"ris not a new
idea in school finance (Morrison, 1930). It is fair to say,
nevertheless, that this proposal has gained more supporters
in recent years than was the case in past decades. It should
be noted that many modern proposals for.full state funding are
not really "full"™ at all in the sense that they do not contem-
plate 100 percent state funding. Provision is usually made
for the addition of certain funds derived from local taxation
to be~laid on top of the state support. The crucial point
here is that these local "add ons" are relatively small and
strictly supervised. The controls on local contributions can
be a flat rate such as 10 percent of the state grant (ACIR,
1969; Milliken, 1969) or the controls can be in the form of
more elaborate schemes by which districts may tax at different

rates depending on the support level they have selected for
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their children. Some of these latter plans provide that if
the controlled local tax yields an excess over a specified
figure the balance of the yield must be surrendered to the
state for distribution to less fortuﬂate districts (Grzen,
1971). These proposals are frequently based upon ideas ad-
vanced by Coons, Clune, and Sugarman (1970) and therefore
collectively might be referred to by the term they used,

i.e., "distri¢t power equalization."

Since there are tight controls on local contributions and
the state share of K-12 support is very large, if not actually
100 percent, the manner in which the state allocates these
funds becomes even more important than it is under present
partnership arrangements by which both the state and the local
governments provide funds for public education. Several
alternative methods of allocation under full state funding are
possible. We shall mention only a few of these. James (1972)
favors a distribution scheme based upon individual educational
programs, essentially working a planning-programming-budgeting
approach into the allocation process. This would make the
K-12 allocation process not greatly different from that alloca-
tion process used in higher educution in many states. Benson
(1971) suggests that aids-in-kind provided by intermediate
districts or regional service centers accompany the general
purpose bloc grants and that much of the aid to poor districts
be channeled through this aid-in-kind approsach,




2

Johns and Others (1971) have demonstrated that as. Lhe
percentage of state aid rises and cost differentials for
special types of educational programs such as compensatory-
education, special education, vocational education, etc. are
used as student weightings, large bloc grants can deliver a
considerable amount of funds into poor districts without ex-
plicitly taking into consideration differences in local school
district fiscal capacity. As state aid approaches 90 percent
they report little “ifference between the large bloc grant
approach and the more traditicnal grant-in-aid formulae.

A full state funding arrangement which allocated funds
on the basis of very large bloc grants per student and which
further weighted these students on the basis of program cost
differentials would, in our opinion, contribute to the
equalization of educational opportunities. Such a scneme
might also be very wsll received by the courts. Unless one
is willing, however, to accept a consideirable error variance
in the accuracy of these student weightings, such an approach
does require a good unit cost study in the state which is con-
sideriqg the adoption of such an approach to K-12 allocations.

Full state funding, or even any of the various proposals
calling for "almost" full state funding, would require a con-
siderable increase in state revenuses. Realizing this, full
state funding advocates usually also recommend that the stats
governments enter the property tax field once the local educa-

tional special district government has no need of this revenue
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source for educational purposes. It has also been suggested
(Thomas, 1968; Walker, 1961) that it might be possible for the
state to assess and tax only certain kinds of property, such
as industrial and commercial valuations, leaving the residen-
tial valuations to local tax collectors. To ascertain the
impact of such a scheme one needs tc zollect data on the
distribution of various types of property valuations i.e.,
industrial, residential, commercial, among local school dis-
tricts. While these data are often available bydcounties,
only a few researchers have been able to assemble it by school
districts (Harvey, 1969).

A second general strategy is to encourage local district
reorganization and consolidation in the hope that this will
eliminate small districts with inadequate local tax bases.
Consolidation can, indeed, make a meaningful contribution to
the equalization problem, but only if wealthy and poor dis-
tricts are found in relatively close proximity to one another.
No giant strides are made toward equalizing educational oppor-
tunity by the merging of a number of equally poor school dis-
tricts. Unfortunately, in . nf our larger metropolitan
areas, districts do tend to form separate sectors of affluence
and disadvantagement (Hickrod and Sabulao, 1969). Reorganiza-
tion can also make a meaningful contribution to equalization
provided the new intermediate districts, which are usually
part of most reorganization plans, are provided with the

facilitiss to aid poor local districts within thneir
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jurisdictions,., Since a proper exposition of consolidation and
reorganization matters talte more space than can be allowed
here we shall discuss this strategy no further. It should be
pointed ou&, in any event, that éonsolidation and reorganiza-
tion are often advocated, not on equity or equalization
grounds at all, but rather on grounds stressing the efficient
allocation of resources and the minimization of costs :1elative
to scale of operations (Egelston, 1969; Thomas, 1971; Hooker
and Mueller, 1970; Hickrod and Sabulao, 1971).

Despite the obvious attractions of full state funding for
equalization of educational opporvunities, and notwithstanding
impressive academic support for this position, we feel that at
least in the immediate future many states will continue to re-
tain some type of joint state=-local fiscal arrangements for
K-12 education. We base this estimate on five considerations.
First, the expense connected with moving to full state funding,
or even "almost" full state funding, is such thst it would
necessitate the adoption of new taxes in some states and/or a
, considerﬁbie increase in rates on existing taxes in many more

states. Second, the notion of full state funding for K-12
education raises serious questions concerning the funding of
other very important public services at -the state level. With
budgets in all states quite ‘tight, full state funding for K-12
education would mean much greater difficulties in funding
other needed pgblic services suéh as welfare, health, trans-

portation, police, ete. It will also not be overlooked by
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junior college administrators that full state funding of K-12
might curtail their very rapid growth and it will certainly
not be overlooked by university-based researchers that full
state funding of K-12 might well mean an even further
tightening of college and university budgets. Third, full
state funding will also be opposed by both professional edu-
cators, laymen, and legislators who continue to sincerely be-
lieve in the benefits long alleged to adhere to local control
£ the K-12 educational jurisdiction (Ross, 1958). This is
true even though it is difficult to rigorously prove that
these benefits do, in fact, exist. School board associations
are skeptical of a change in institutional structure that
might reduce their sphere_of decision making and it is not at
all clear that state teacher organizations will support a sys-
tem that places teacher negotiations at the state level.
Fourth. the notion that "lesser associations™ as de Tocqueville
termod them, can operate both in the public sector as well as
in the private sector to provide benefits to their members not
provided to the general population is deeply ingrained in
American custom and tradition if not. in constitutional law.
Such a tradition. will not be summarily abandoried. Finally it
will surely not be easy to erase over seventy-five years of
educational fiscal history in the United States, no matter
what the judicial pressures to do so.

Rather than an immediate adoption of full state funding

what we think is more likely, and certainly more politically
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acceptable, is an acceleration of the state share of support
for the K-12 jurisdiction and a reduction of the local contri-
bution. It should be noted that this increasingly rapid shift
to more state aid may be caused, not by any great desire to .
achieve equal educational opportunity, whether court mandated
or not, but by the desire of much of the electorate to move
some of the tax burden from the local property tax to the state
sales tax and the state income tax. The judicial demand for
equal educational opportunity may simply provide the escape
valve for a property tax pressure that has been building up
for some time.

The anticipated increase in state funding will likely be
used to "leyel,up" the educational -offerings of the poorer
school districts. There appear to us to be at least two aif-
ferent tactics within the overall strategy-of manipulating the
general purpose allocation system. One of these has already
been alluded to in the discussion of full state funding., It
is certainly possible to "level up" the educational offerings
of the poorer districts by large general purpose bloc grants
distributed on a weighted student basis and with some provi-
sion for limited local "add ons" from local revenue sources.,
While this notion has been circulating for some time in school
finance circles we feel that not enough research has beer done
on the relative advantages and disadvantages of weighted bloc
grants versus conventional grant-in-aid formulae. A second,

and more familiar tactic, is the manipulation of "the existing
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frant-in-aid formulae that now distribute funds from the state
to the local levels. The heavy hand of history 2eing what it
is we suspect that the manipulation of the existing formulas
will be tried first, and then only secondly will more uncon-
ventional methods be adopted if the formulae manipulation
proves inadequate to meet court mandates. On that assumption
we shall devote the next several paragraphs to the somewhat
esoteric subject of manipulating educational grant-in-aid
formulae.

~ There have been three types of general purpose education-
al grant-in-aid formulae in use in the United States since the
mid-sixties., The terminology is unfortunately not standard-
ized amoné fiscal researchers but the labels most commonly
used for these formulae are: (a) Strayer-Haig or foundation
level, (b) percentage equalizer, and (c) resource sesqualizer or
guaranteed valuation. There are several specific treatments
of the strengths and weaknesses of each of these types of
grant-in-aid approaches available in school finance literature
(Benson, 196k4; Cornell, 1965; Hubbard and Hickrod, 1969; Johns
and Others, 1971). In addition almost any standard school
finance textbook feels constrained to offer mény pages, some-
times whole chapters, on these grant-in-aid forms (Benson,
1968; Johns and Morphet, 1969; Garvue, 1969). Other methods
of allocation, for example, the application of linear program-
ming techniques, have been suggested (Brumo,  1969), but they

have not won legislative acceptance. Appendix B provides a
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very simple statement of each of the three ma jor formula types
used in the United States. It should be pointed out that al-
most every state has now made many modifications in the par-
ticular formula they have adopted. These modifications are
the result of compromise between the political forces at work
in all state legislatures and in the various committees and
cormissions that recommend financial legislation for adoption.

The important point we wish tc stress here is that any
one of the three forﬁula types now in use can be manipulated
to provide a considerable amount of state aid to poor school
districts, and, conversely, any one of the three can be
manipulated to provide a very modest amount of assistance to
poor school districts. It is true that school finance re-
searchers have speculated, and will continue to speculate,
as to whether one of the three forms might tend, in the long
run, to provide more aid to poorer districts than the others,
and. there has been some investigation to try to establish this
fact (Benson and Kelly, 1966; Johns and Others, 1971). How-
ever, we tend to concur with Coons, Clune, and Sugarman (1970)
that the more important consideration is the manipulation of
thes formula rather than the general type of: formula that has
been adopted. The pattern of monies allocated to local school
districts has historically been a result of compromises within
legislativs bodies and between the legislative and the execu-"
tive branches of state government. It now éppears the judicial

branch has also decided to take a seat in this formulae game.
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Bruno (1969) is correct in his judgment that these
grants-in-aid systems are nothing more than simplistic
mathematical functions consisting of a few constants and a
number of variables. Since they are simple functions of this
nature one can either manipulate the constants, manipulate the
variables, or manipulate both constants and variables. By far
the most common method of manipulating the variables is by
adding weightings to that variable which is used to measure
the number of students in a local school district. The trend
in this direction was established some time ago by the late
Paul Mort and his associates (1960). The distribution of
money, of course, can be\effected by weighting variables in
the formulae other than pupils. We shall describe the
manipulation of constants in each formula type first, and then
proceed to the topic of manipulation of variables. It may be
useful for readers not familiar with these formulae to consult
appendix B as the discussion unfolds.

The foundation or Strayer-Haig formula has two constants:
(F) the expenditure per pupil established as a "floor"™ or
"foundation™ for eduéational services, and (r) the required
tax rate (see sppendix B)., In a broad public finance sense
this kind of grant-in-aid is related to notions of minimum
wages, guaranteed familyAincome levels, and other "minimunm"
social welfare concepts. Professional educators have strenu-
ously tried to oscape from this "minimum" aspect of the

Strayer-Haig system by stressing the need for a "quality"
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foundation level that is considerably higher than any "mini-
mum™ notion (McLvre and Others, 1966). The second constant
(r) is variously called the "qualifying rate,™ ™mandated tax
rate," "state charge back," and "state computational rate.”
The legal aspects of this tax rate differ from state to state
and account for some of the difference in terminology. In
all states, however, which use this particular formula, the
rate sets the amount of local contribution needed to support
the foundation level.

State aid can be directed to poorer districts under a
Strayer-Haig formula by increasing the magnitude of both
constants. Unfortunately, what tends to happen in many states
is that (r) is not increased at the same rate as (F). In the
past some state legislators have been reluctant to raise the
tax rates in the formula on the grounds that effort should be
determined in the local districts rather than at the state
capital. There has also been-a problem of conflicting local
tax ceiling legislation. The necessity of manipulating both
constants, e.g., (F) and (r), is one of several weaknesses of
the Strayer-Haig approach. For these and other reasons‘it is
not uncommon to find both constants kept at very low levels
despite the fact that educational costs continue to rise. When
this occurs, regardless of why it occurs, the result is to pro-
vide less funds to the poorer districts.

The percentage equalizer has the advantage of having only

one constant to manipulate, e.g., the .5 which establishes the
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amount of state and local contributions in the district of
average wealth. As this constant is lowered more funds are
directed toward poorer districts. When the parameter is
raised less funds are provided poorer districts. What fre-
quently happens to this type of formula is that (E) the local
expenditure per pupil has a low ceiling placed upon it. This
is often done out of a fear that local school boards will
authorize excessive frills which, under the workings of the
formula, the state will have to also support. A more impor-
tant concern in recent years has been that under a percentage
equalization formula the state will share in the results of
all local collective bargaining witn teachers. In very poor
districts it would be true that under percentage equalization
the state would be picking up most of the costs of teacher
organization agreements. Some state legislators have there-
fore felt that local boards situated in poor districts might
commit the average state taxpayer to more than hs really wishes
tc be committed to relative to teachers! salaries.

When ceilings are placed on percentage equalization
formulae, for whatever reasons, the effect is to convert the
equations into distribution systems not greatly unlike the
Strayer-Haig formula. The lower the ceiling the less the
funds directed to poor districts. Percentage equalizers also
are sometimes accompanied by legislation which sSpecifies that
c¢istricts will receive a certain guaranteed amount irregard-

less of what the formula computation produces. Thig is




45
equivalent to a flat grant and has the same anti-equalization
effects. It should be noted parenthetically that very large
bloc grants and conventional flat grants do not have the same
effects. As previously mentioned very large bloc grants have
the power to equalize upward while flat grants used in con-
junction with conventional grants-in-aid formulae -naturally
disequalize.

All three formulae indicated in appendix B can be re-
wr “ten to provide greater equalization. Taking the percent-
age equalization formula as an illustration, one can drop the
.5 entirely from the expression and change the V-subscript-s
to a V-subscript-g; that is, form a ratio between the local
district valuation and a valuation guaranteed at a much higher
level than the state average. Such a formula will have much
stronger equalization effects. It is alsc possible to operate
a sort of split-level foundation approach with one foundation
level much greater than the other. When this is done the in-
tent is usually to bribe the local districts into doing some-
thing that allows them to qualify for the higher foundation
level.

The resource equalizer alsoc has only one constant to
manipulate, e.g., the V-subscript-g, which is the guaranteed
valuation. The higher this guarantee is set the more funds

are distributed to poor schoocls. The lower it is set the less

funds go to poorer schools. Of course, the higher the guarantee

the more the state revenue needed to flow through this
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particular allocation system. Statzs desiring to explore this
particular system should watch for some peculiar effects of
(r) the local tax rate. In the first place districts which
are property wealthy, for example, industrial enclaves, wWill
have low tax rates for education and hence receive little
state aid. Unfortunately these districts are frequently in-
habited by low income fainilies who have never taxed the wealth
available to them. It may be that this low tax effort is due
to a low priority placed on education, but it could also be
due to inability to contend on an even basis with local indus-
trial giants for contrcl of the school board. In all these
allocation systems the state must guard against systematic
underassessment of local property in order to qualify for
greater state aid. Perhaps this danger is even more pro-
nounced in the resource equalizer since there is, in effect,

a double reward for underassessment; once in the difference
between the state guaranteed valuation and the local valuation,
and then again in the resultant higher tax rate which occurs
from the underasses.ment. -Proponents of reward for local
effort, or of local control, may still find this formula
attractive, however, for other reasons.

One of the most straightforward ways to direct state
money into poor districts through the manipulation of variables
is to enter an income measurement into any of the three
formulas. This can be done in various ways and defended on

various grounds. For example, an income measurement can be
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used to weight students on the grounds that low income stu-
dents have greater educational needs than students coming from
districts dominated by high income homes. It is also possible
to weight the property valuation variable on the rationale
that a good measure of wealth or fiscal capacity in modern
urbanized society should include more than simply property
valuations. Thsre are also several possibilities with regard
to the kind of income variable that might be used. For
example, it is possible that a variable measuring average in-
come in a district, for example median family income, will not
provide as much of a distribution to districts with serious
poverty pockets as will a variable measuring a portion of the
income distributed in a district, e.g., percentage of families
or students below a given income level. The problem here is
that the family income distribution in many school districts
is thought to be highly skewed although little research seems
to exist on this point. In spite of the fact that most.states
have now adopted a state income tax it stil. ssems difficult
in many states to get good income data. School district in-
come data derived from census sources is useful for general
resear-a purposes (Stollar and Boardman, 1971}, but not accu-
rate enough for use in state allocation formulae. In many
states, howsver, a large number of variables which are known
to correlate highly with income can be added to formulae with
allocation results not greatly different than those that would

be obtained if the income variable itself were used. -
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A nunber of these income correlates are also the vari-
ables that, when added to almost any formula, will deliver aid
into large urban school districts (Berke, Goettel and Andrew,
1972). For example, adding the aid to dependent children
count to the formula will assist central city school districts.
Another approach is to add a density variable to the formula.
If the intent is to aid the pocrer districts this should be a
true density measurement; that is, pupils divided by square
miles. While size, that is, s8imply the number of pupils, is
correlated with lack of wealth, the relationship is not nearly
as strong as that between density and poverty. Achievement
test scores are also correlated inversely with wealth and
therefore if the results of state-wide testing or state-wide
evaluation are incorporated into the alle.ation formula the
poorer districts will be aided. Such a practice is open to
the charge that the state would be assisting inefficient
school districts as well ais poor school districts. Garms and
Smith (1969) have therefore outlined an ingenious scheme for
using, not the actual achievement test scores, but rather the
achievement scores predicted by the presence of social vari-
ables associated with low achievement. Such a4 scheme also has
the potential for rewarding very efficient school districts.
Adding a municipal overload variable, that is a variable
measuring the amount of load on the local tax base from non-
educational public services, will also aid the poorer dis-

tricts (Lindman, 1964; Peterson, 1971). The most common method

A

of doing this is by deflating the propert:' valuation by °n
index relating educational revenue to non-educational rovenue.

Urban school districts must{ operate a number of high cost
programs to meet the needs of their heterogeneous student
populations. Many of these high cost programs are related to
the incidence of low wealth. In fact, it may be argued that
many of the wealth variables are but indirect measurements of
educational needs and that the differential cost approach is
a more direct method of approaching individualized educatioral
needs than are the wealth variables (McLure and Pense, 1970).
Of course some programs, for example programs for gifted
children, are probably inversely correlated with poverty and
disadvantagement. A change in the method of counting pupils,
from average daily attendance toc average daily membership,
will also assist urban distriszts since poor districts have
greater truancy rates. A more drastic move would be to Jrop
the student measurement entirely and substitute a per capita
approach. There is some precedent for doing this since other
non-educational grants are distributed on this per capita
basis. Such a move would aid urban districts that have been
losing pupils to the suburbs.

As. can be seen the number of variables that can be added
to any formula and the number of manipulations that can be
performed on these equations is extensive. The real question
then is not how poor districts can “»e aided, but whether therso

exists a political consensus to do the thing in the first
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place. In this connection students of the politics of educa-
tion might find it profitable to speculate on the fact that at
least a good number of the manipulations we have outlined can
be expected to assist not only urban districts but poor rural
districts as well. Almost a decade ago McLure (1962) observed
that formule weightings tended to aid central cities and rural
areas more than suburbs and independent .cities. Rural-urban,
upstate-downstate coalitions are difficult to achieve and
maintain but it is clear that both rural and urban areas have
much to gain in any state department or legislative"actions
taken to strengthen equal educational opﬁortunity. Affluent
suburbs of course have much less to gain by any state depart- .
ment or legislative adoption of the equalization goal. All
this was true prior to the advent of the recent court cases,
and it may b~ that the recent actions of the judiciary will
only serve to catalyze latent political combinations that have
been present in pgblic education -for many years.

The final overall or general strategy consists of giving
poor districts assistance through categorical or special pur-
poseAgrgyts. For example a growing number of states do oper-
ate their own compensatory education programs in addition to
the federal ti%le I, ESEA, program (Burke, 1969). It is also
true that vocational grants tend to place an appreciable
.amount of funds into the poorer districts. Although it does
hot occur in all instances, almost any categorical grant can

be manipulated so that the categorical or special purpose
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grant also directs more funds into poorer districts than into
wealthier districts. For example, the grant for transporta-
tion in Illinois is written so~that the poorer rural districts
receive more than do the wealthier rural districts.

Many educational fiscal analysts have something a&kin to a
chronic allergy toward large numbers of categorical or special
furpose grants. In the first place these grants tend to so
complicate the fiscal structure that it is difficult to
analyze the tétal state educational fiscal picture. 1In the
second place there is some evidence that the overall effect
of all categoricals taken together is probably disequalizing
rather than equalizing (Briley, 1971). In the third place
the overhead costs relative to scale of operations make many
categorical grants economically inefficient. Fourthly, the
amount of red tape and administrivia attached to some of these
grants is discouraging, especially to the smaller and poorer
school districts. Finally such grants reduce the local admin-
istrator's area of discretionary authority to act in such a
way to achieve the most efficient allocation of resources.

The standing of special purpose or categorical grants among
some educational fiscal analysts is probablj just about
equivalent to the low esteem of eavmarked taxes among general
public finance analysts. ‘

One cannot be sure, however, that state legislatures will
allow professional educators to indulge their allergy to.

categoricals. 1In the first place many legislators feel that
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categorical grants may be the only way of "seeing to it that
thé funds are spent the way we intended for them to be spent."
This may be true; however, the matter of discerning legisla-
tive intent from some of the existing categoricals is not
easy. As with all other legislation the language of the
special purpose bills is a reéult of compromise and that
compromise, while necessary, doas not generally contribute to
administrative clarity. In the second place special purpose
grants often carry with them specifi provisions for evalua-
tion of the programs they fund. This tendency is present in
many federal special purpose or categorical grants and similar
provisions have been written into some state categoricals.
Until educators are willing to accept state-wide testing,
evaluation, and accountability, the state legislatures may
well find the evaluation provisions of the categoricals to

their liking and retain them on these grounds alone.

The Courts

What we have offered here is a treatment of the equaliza-
tion concept based upon an integration and critique of school
finance research. We did not intend, nor are .we indeed
qualified, to offer a legal analysis. Wg hope, however, it
will not be judged too presumptious to conclude this study
with an expression of opinion concerning the role of the

courts.
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It is currently fashionable in certuin educational
circles to complain about the alleged desire of the courts to
"pun the schools." It is also popular in certain legislative
circles to declare loudly against the alleged judicial en-
croachment upon legislative prerogatives relative to public
policy decisions in education. In our opinion the judicial
branch could not and can not escape the responsibility for
evaluating the operaéion of the public schools in terms of
basic principles of both constitutional and'common law. To
do otherwise, to turn a blind eye upon the rights of parents
and children as they interact with the largest of our public
bureaucracies, would be to make a mockery of the independent
judiciary and the fundamental notion of separation of powers.
Evaluation, however, as every student of educational research
is taught, assumes valid criterion measurements. To put the
thought in terms more comfortable to the legalists, a
justiciable standard must be found. In this paper we have
argued that justiciable standards caﬁ be explored by con-
structing normative models consisting of contrasts between
desired functions and actual functions. There are certainly
other approaches to constructing justiciable standards. We
have some evidence that the courts are not only willing to
listen to such inquiries, but indeed are desirous of having
them presented.

The gratuitous warning we would offer the judiciary is

simply this. The ‘search for evaluative standards which are
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amenable to judicial inquiry is certainly enough of a burden
without also attempting to take on the task of spelling out in
detail all of the fiscal techniques necessary to come into
compliance with a given court order. We do not therefore be-
lieve that the courts should attempt to spell out the details
of the relief to be provided to plaintiff in these class ac- »
tion finance suits. We note that Judge Lord (Van Dusartz v.
Hatfield, 1971) and Judge Goldberg (Rodriquez v. San Antonio,
1971) appear to concur with this point of view. An order that
relief should be forthcoming from the executive and legisla-
tive branches, and a continuation of jurisdiction until that
relief is forthcoming, should be enough to meet the demands of
justice. One thing is certain; the question, "when are the
schools integrated?" has taken a great deal of judicial time.
The question, "when are the schools equal?" is, if anything,
even more difficult to handle and promises to demand an even
greater allocation of scarce judicial man-hours.

In all of these fiscal matters both defendants and
plaintiffs will produce their "expert witnesses," not to men-

tion a number of amicus curiae briefs filed either on behalf

of, or in collaboration with, additional "authorities." The
public finance of education is certainly no more of a science
than educational psychology, sociology, or indeed any of the
other social and behavioral sciences currently being professed.
Therefore the courts will find that respected economists and

educators will not concur completely on whether a set of fiscal
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arrangements does, or does not, contribute to equal education- - —
al opportunity. Fortunately the courts have developed ways of
handling conflicting expert testimony. Anglo-Saxon jurispru-
dence still assumes that the "rule of right reason™ will rise
above trial by combat of learned advocates and more recently
warring social science knights. Let us hope this bedrock

assumption is sound. If it is not we are all in trouble.
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APPENDIX A

DERIVATION OF COMPUTATIONAL FORMULA FOR THE GINI INDEX

If we are to plot y;'s vs. xj's on a dilagram as shown in
figure 1-1, the curve would slack away from the diagonal if
inequality exists. The degree of slackness of the curve is a
measurement of the degree of inequality. The slackness may be
represented by area A in figure 1-2. The derivation of the

formula for the Gini Index is as follows:

Y 1.0
n
=
29
Y-
EE R R i A
S8 ! B
Eg Yo
(@ T ! !
0 Xj.1 Xi Xn 0 X5 1.0
Cumulative
Proportions
Fig. 1.1 Fig. 1.2
L. g Area A 19
Gini Index G = Area (A+B
_ 0.5 - Area B (1)
0.5

l - 2 Area B

From Fig. 1-1

(x4 = x35.1) (y3-7 + v3)
Area B = %:1 1 i-1 2?1 17 Yil . (2)
1=1 -

Substituting Eq.(2) into Eq. (1), we get

n
G=1-22 (x5 - x5-1) (yj-1 + ¥il
i=1

56




57

If we are to expand the terms above, we will have

n

1- z:l (Xi¥3-1 = Xj-1Vi-1 + Xjiy; - Xj-1Y;)
1=

G

1 - (x3y¢ - Xoyg + Xiy; - X0Y, + Xoy - X1¥3 + 3)
Xo¥g = X1¥o + ceee F oue +xnyn_l = Xp-1¥n-1 *
Xn¥n = Xp-1¥n)
The results of the expansion are that
1. Aall X;iy; terms for i=1,2,...,n-1 are canr<1l=d.
2. The term XoYo is equal to zero.

3. The temm X1Yq is equal to one.

Therefore, Eq. (3) becomes

G = (xgyy = X1¥p) + (x1y2 = X5y)) + *oc0 4+ (xp_yy, -
. xnyn-l)
n
= X gy = X¥5 ) (4)

i=1

Aoy




APPENDIX B
THREE FORMULAE FOR GENERAL PURPOSE EDUCATIONAL
GRANTS-IN-AID USED IN THE UNITED STATES
The following three formulae are used in various states
for the purpose of distributing state funds inversely to the
property valvation of local school districts. Each 3tate has
made extensive modifications of the "pure" forms presented

here.

I. The Foundation or Strayer-Haig Formla:

G =PFP -2V

[CIIEES,

where:

F

Expenditure per pupil established by the
legislature as the level at which educa-
tion will be supported in the state

P = Number of pupils in local school district

r = Required - cal tax rate, sometimed called
the "“guali ying rate."

' Property valuation in the local district

II. The Percentage Equalization Formula:
. '}
¢ =BP (1 - .5 %)
8
where:

E

Local expenditire per pupil

Number of pupils in local school \district

Vi = Property valuation in the local district
} "per pupil )

Vg = Property valuation in the state per »upil
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III. The Resource Equalization Formula:

G=P [r (Vg = V)]

wherse :

Educational tax rate in the local
school district

r

<
i

Property valuation guaranteed by the
State per pupil

V; = Property valuation in the local dis-
trict per pupil

P = Number of pupils in local school dis-
trict
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Some Major Issues in the Refinancing of Education in Illinois
by
A. J. Heins
I. WHY THE ADVISORY COMMITTEE WAS CREATED
Preliminary results of litigation in Californis, Minnesota, and
-Texas have forced the state of Illinois, as well as other states, to re-
evaluate present methods of financing elementary and secondary education.

Toward that end, the Superintendent of Public Instruction has appointed this

.Advisory Committee on Sch o1 Finance.

The essence of the findings in the aforementioned litigation is
that present modes of school finance, under which the level of spending for
education depends upon the taxable wealth of the school district or parents,
deny children their rights under the equal protection guarantee of the 1l4th
Amendment to the U.S. Constitution. Put another.?pglyghc fiﬂﬁiugl of law
in the U.S. District Court for Minnesota ;ere: “Plainly put, the rule is
that the level of spending for a child’s education may not be a function
of wealth other than ‘the Qealth of the lt;tc as & whole." The courts: have
also paid due cognizanee to the notion of "home rule” by noting that uniformity
in school expenditures is not necessary to meet thé aforementioned rule of
lav; and, that the "fiscal neutrality” notion embodied therein “allows free
pley to local effort and choice..."

Thus to meet the apparent test of the courts, it is up to the states
affected by the litigation (presumsbly all states, including Illimois, will
sometime be affected) to devise a structure of school finance in which
educational expenditures in the various subdivisions of the state are not

determined by the wealth of the subdivision, but may vary as between
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sphdfvision. v reasan of arner Sorerminants o publiic chojeed (it strikes

e that the werk vl th;s consattoe ot be diroeciad wvaaroe thael ebjective.
This is net Lo wav thas this ef/ert sheuld oot have tiewn nmade in

the abuscase of succrseinl litizatios in other states.  Indeed, 1t way be

“igh time t-: unoecrpe such #oreevaluation of our structure of scheel finance.

It merely states that aav sech reevaluaticn must pay due cognizance to the

apparent findinys of rhe courts and he anidded by Lbnse fiadings.)

IT. _SOME LIMITATIONS On THE EFFORTC OF T COMMITELE S

Befere talking aboui some issuss the conmittov must ccnsider, let me

’es
i

talk for 3 moment abuout issues we should aveid if possible. Frem early
discussions it is appareat that sone will wish us to evasuace the total tax
structure o: the state. They would have us censider mcans of replacing the
personal propeity taxi:they weuld have us examiune the mexits of raising
state funcz by increasing the income tax rate, graduating the income tax,
or perhaps expsnding the sales tax -to cover services. I, too, have been.
long intercested in these matters; but I think this committee would quickly -
stray off the key issuc that led to its creation ii.it re to put these
matters cn its agenda of official concerns. For cxample, we were tc decide
to recommend that the state must ¢ouble equalizatien znd bBlec grants to

school districts. the issues surrounding the mcthods of raising the money

wust be left te another croup. Were it to be otherwise, this committee
would be qui..iy taking un all the prublems of the state of Illinois and

thereby mate its efforts meaninpless. .

——

Then there are thoese that would wish us to concern ourselves with

the desipn and quality of the educatinnal program of tune state. zh

Q )
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matters as projrammed learning, advanced technology of educati n, curriculum,
and the like would bedevil us and thereby water down the effor.s of the
committee. These concerns, to the extent they are state concern at all,
must rest with another group that might be created to deal directly with
them. -

In short, I believe that the Advisory Comaittee should limit itself
to delineating the general role of the state vis-s-vis the role of local
districts in the financing of education in 11linoia. .
II1. TWO CLASSES OF SOLUTIONS

One can quickly conceive/of two general soluticas to the problem posed
by the courts. The first involves a total restructuring‘of the system of
educational finance; and the sec;nd-an augmentation of th2 present system.
Within these general solutions, of course, are a host of specific solutions.

First, consider a solution under which the state removes the taxing
power of school districts cad subsequently finances schools with "equalized
grabtc from state rzeésurces. While school districts might continue as
functioning political units for purposes of making‘decisions on the disposition
of funds, it is clear that such a solution would be tantamount to creating
one state-wide school district. The .xtent to which local option would
cxist under sucl, a system depends, of course, on the nature of state regulations
oa the type of educational program for which funds may be expended by the

' " local districts.

While a solution of this class would clearly meet the courts® criteria

that quality of education not depend on local wealth (assuming that thc

formula for distribution of funds is reasonable), it would not allow for
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the frae play of local choice in .the scope of the educational program in the
severai districts of the state. Whether such a solution would stand other
tests of conségzétionality may not be clear. Nor is it clear that such a
rolution is in the total interesats of tF people of the state of Illinois.

" Second, consider a solution under which present formulas for state
aid to school districts are augmented so as to ensure that each district hes
sufficient funds from state resources to expend an amount on educagion equal

.~ "to'the average amount currently expznded im the state with—nﬁninal tax ‘
effort on the part of the district. For example, the state =ight adopt a
formula under which a school district's equalization allotment per student
would bz the difference between $800 and the per student revenue generated
by a 10 mil property tax, with no minimum allotment. (The -iniiun allotment
of 3141 per student in Minnesota was citad by the courts as a major reason

for holding for the plaintiff in that case.) This compares with the formula

of $582, 1.08 mils, and $54 minimum currently operative in Illinois.

A solution of this type could significant’y equalize educational op~'.
portunities in the various regions of the state; it aiso leaves room for
' <l- free play of local choi- sheuld some districts choose to expend more

.

. than the formule amount per stv'-at. However, it remains that vealthy
districts would be able to exceed the 5800 expenditure with greater ease
“'than could poor districts; and thus that exﬁendituren on education would
remain & function of the wealth of the local district.
Th;se illustrations make clear that meeting the courts criteria of

-equality (educational expenditures cannot be a -function of local wealth)

and allowing “"free play to local effort and choice" are, in the extreme,
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incompatible objectives. Thus, it would seem that we must think of the
problem as one of finding a solution that reasonably balances these two
objectives.
IV. THE ISSUES THAT EMERGE

In looking at-the specific solutions that might be chosen from the
two aforementioned classes of solutions, what are the questions that emerge?
Let me divide tnese questions into two classes, (A) ivylementation questions,
and (B) "effect" questions, recognizing that effect. depend on implementation,

and that any recommendations as to implementation depend on perceived effects.

- A. Implementation Questions
“1. Assuming additional state resources will be necessary, how ghould
the stite raise the money? (As outlined in an earlier?section, 1 believe
-his question should not be given serfous or official consideration by
this committee. It‘involves the total tax structure of the state, and as
such st ’d be left to another group constituted to consider the tax
structure -cifically.)

2, To what extent should equalf *ing allotments or grants deviate
from the equal dollar notion to reflect differential costs of education
snd/cr differential quality of student input? (This question arises whether
a solution of the first or second type is ndqptgg.)

3. What éoﬁttols (1f any) should the state place on local school
districts in theif disposition of funds? For example, should distinction
be made between opgrat;qg and capital expenditures? Or, what kinds of rules
on program coniént‘or‘teqcher'qgalifications should be established? (Where

rossible, this cormittce should avoid questioning the relative uerits of
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varioug educational programs. We should concerﬁ curselves more with
equality of the scope of the educational program, and leave design questions
to another group.)

4, Shoild equalizing g-ants be based on property wealth 5f a district
(the current basis) or some other measure such as taxable income? (Pre-
sumably, this question arises only if a type-two solution is adopted.)

When considering any of these questions, we must ﬁE?“aﬁifq;tention )
to the political fcasihility of - particular solutions and the requirements

1ikely to be established by the courts.
- |

B. Effect Questions

1. VUhat effect will any refinancing structure have ou the total
educational program of the state? (Let me illustrate this consideration.
Were 2 ?olution of the first class adapted, the state program would depend
totally on the actions of the st .te legislature. And, since the wealthy
citizen; of the state pay a much larger per-parson share of state taxes, and
since the program in their locale could be no better funded than other
programs, the wealthy mightdopt for sending their children to private schools
and exert pressure to restrain total state spending on education. It is a
fundlncﬂtal axiom that the decisions reached depend on the unit of govern~
ment making the decisions. A shift from local decision-making to state
decision-making will undoubtedly change the scope of the total state program.
We nust consider the magnitude and direction of such a chenge.)

2. What kinds of intra-state migratioa might be induced? What
impact wight restructuring of educational finance have on rslative :.roperty

values? (Suppose, fo: example, that a solution of the first class were
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adopted and :he resour s vere derived from a state administered property
tax on an cqialized basis. Some areas will find simultaneously that their
properly taxes decline aind program quality improves. Tpeoc areas vill tend
to experience in-migration and property values will be bid up. Other areas
will find that the reverse holds true.. We must_copsider the magnitude and
societal impact of such a restructuring. Moreover, a substantive change
of the second ciass may slso induc: these forces.)

3. What Zinds of inter-state migration might emerge? (Since poor
people in other states might observe that higher quality education might
be cbtatned for lower taxes in some locsles, in-migration from other states
might result. Some residents may find it in their 1nt0t.lt: to move, pcrhapo
to other states, if their tax share to finsance wducation increases ané the
quality of their educational progrems declinss. We cannot ignore these
forces.) _ ,

4. What {mpact will & change in the financisl structure for public
education have on private school (and hence, public school) enrollment
in the state? (See question 1. for comments on this consideration)

S. To what extent will larger equalization grants (a ,olution of
the second class) actually result in increased spending on the educational
program of the recipient districts? (It is not clear that, since many
districts tax themselves heavily, increased grants-in-aid for education
vill not be used for tax relief rather than augmentation of their educational
progran. It may bs that such increased grants would meet the equality
objections of the courts, but have little impact on educationai expenditures

in some poor districts. This could happen if the court ruled that this

~8=
situation reflects the "free play to local offort and choice." This com-
nittee might dgcide that such a solution, while meeting the objections of
the courts, is not in the interests of the state.)

~—V. CONCLUSIONS

In general, I have tried to lay out what I think are (and are not)
the major questions to be considered by this Advisory Committee. Others
vill emerge as discussion developa. In the meantime, a workable n;’nda
for research and discussion could be developed from the above questions.

I do not méan to preclude consideration of financing structyras that
do not fall into the two classes I have outlined. For example, this com-
nittee -ightfinécotigate the adoption of a voucher systen of financing
education in Illinofs. -But, no matter what spproach is considered, the

same general questions of implementziian and effect arise.

A




Memorandum
o ‘ to

The Superintendent's Advisory Commitise
ol School Pinance

by
William P, McLure

February 22, 1972

I shall attempt to identify the major altémativa fiscal policy changes
in financing public el;-enury and secondary schools, assuming the California
type case (Serrano v, Priest) is upheid by the U. S. Supreme Court. If the
current \auit of the Governor in Michigan to sbolish the property tax for
school support is upheld, the alternatives for that state would be limited,
of course, as comp. red with California.

1 am presenting & series of four charts to illustrate the msjor
slternatives. These charts are arrange. .. a tine dimension beginning with
the year 1972-73 and extending to some dates as may De required by court
ord=rs, or othervise :ihat may be defined . rough pclicy msking processes.

The alternatives may be viewel as steps in a devalopmental process
wtich leads toward: (1) uniforn equalisation of expenditure per umit, snd
(2) total utilizution of a state-administered tax system, supplemented by
-avenue from the fdcul sovernment. The two nﬁlor catagories of expendi-
tures (1) current operating expense and (2) capitz’ outlay can be treated
vithin these general models.
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Alternative 11_71972—i37mxrh13 alternative could be implemented in 1972-73.

The objective would be to increase the degree of equalization of
. expenditures on one hand and tax burden on property on the other. The
following are suggested changes:

1. Increase the local tax that is mandated (LM) by ;h;'atate
(qualifying rate) from $1.08 to $1.25 in Unit districts.

2. Make a comparable increase in the LM of Dual districts.
Another cption would be to reduce the present differential |
over a period of 5 or 6 ;- ..8 and abolish altogether thi;
financial incentive for reorganization.

. 3. Change the unit of need from WADA to WADM, using all present
weightings,

4. Raise the foundation level so as .t:' veduce the ratio of
expenditure from highest to lowest to 2.0 or less.

5. Simplify the variable flat grants.

These changes could be implemented in the 1972 sesaion_of the

Cencral Assembly. They would pave the way for the next step,

Alternative 11. Of course Alternative I could be skipped and Number Il

S

Alternative I1, 197--74. This alternative would involve more comprehersive
changes than the first one, as follows:
i;'”lnéteaéé the local contribution (LM) from $1.25 to $1.30 in
Unit districts.
2. Make a corresponding change in the LM of Dual districts depend-
ing on the policy adopted concerning the financial incentive

for reorganization of Dual into Unit districts.
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b
Introduce program cost differentials as a basis for coaputin§
units of need (WADM).
Establish guidelines for full allowance of reascnable costs of
supportive services: (1) transportation, and (2) food service.
(If the state can assume 80% of an allowable cost for transpor-
tation of handicapped pupils, why not do the sam: for all?)
Apply relative measures for the full cost of: (1) summer
school, and (2) adult continuing =ducation programs.
Qﬂ;ion 1. Introduce a program for financing capital outlay,
talr . into account: (1) equalized instructional units_of
nued based upon (=M, (2) full cost of adequate facili;ie..
and (3) a distribution of costs comparable to operating expenses
with outstanding local indebtedness included as part of the
local contribution. Institute a program of statewide survey-
ing of capital needs as a basis for establishing priorities
to be funded annually.

Option 2. The full cost of capital outlay could be
assumed by the state from the outset.
Raise the foundation level, keeping in mind a reduction of
the ratio from highest to lowest axpenditure te about 1.6.
Also, these changes ghould teault'in shifts in the con*rib;-
tion of local, otste and federal governments to the total
expenditure (current expense plus capizal outlay). The
sstimated percentages in 1972-73 are Sl--logil, 43~~state,
and 6--federal. . If the state increased 3% per year, and the
federal 2% (reducing the local 5%) the distribution in
1979-80 7ould be 20-~1ocal, 60--state, ard 20--federal.




Alternative III.

1. This alternative has two options {or the state's share:

(1) to adopt a state property tax (which I estimate at about
$2.00) for the foundation and obtain the remainder (up to a
total of about 60 percent of the total) from nonpruperty
taxes or (2) to mandate a I (local qualifying rate of
$2.00).

2. A local leeway (LL) would be allowed for districts to supgle;
ment- the state foundation. This would amount to about 50 cents.
The ratio (R) from highest to lowest expenditure would be
about 1.3, |

3. The federal contribution of 20 percent is close to the
minimur (22%) recommended by the National Educational Finance

. Project. Other groups, too, have recommended from 20 to 30%
as a range vhich would utilize effectively the federal tax

systen to contribute to equalization gmong and within states.

Alteznat IV, If a strgct-definition of equalization is established, or
at least a potential one, this alternative would provide a local leeway
(LL) based on a resource equalizing potential. Thus, the 50 cemt
supplementary local leeway in Alternative III could generate potentially
8 second level of equalization. This alternative retains the last
vestige of some local choice, and it meets the test implied in

Serrano v. Priest.

Alterngtive V. This alternative'ia based on full state funding and centrsl
decision making, supplemented “y federal funds. Equalization would be
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& uniform amount per unit of need. I am assuming that under t};eoe

conditions the federal share might be increased to about 30 percent.
State funding can be based on (1) property and nonpfoperty taxes,

- or (2) nonproperty taxes.

Summary
1 have made no assumptions about categoricai aids. Mos persons (I think)

prefer to see these aids reducgd to very few in number and size, limited

almost altogether to research and developmental activities associated

vith innovations.
Note that the time dimension requires a consideration of rising expendi~
tute levels as a function of inflation and other factors.

I}\ an appendix to these notes I have compiled some data to

illustrate certain changes from 1960 to 1970. During that period we

[ S un—

r

had an inflation of about 5 percent cumulative per year. In addition
there was some bett.e; .ent of the economic status of educational personnel,
sose increase in pupil ADA, and some expansion in programs.

In recent years states have been encountering increasing difficulty in
setting foundation levels. This problem will become much greater the
nearer full state funding is approached and the residual decisions at the
local level are restricted to nominal scope, or eliminated altogether.
What are the substitutes? Statewide salary schedules, centrally deter-
mined; state central approval of budgets; formulas or guidelines for
preparation of budgets. These are a few examples of the procedures

that might be associated with full or near-full state funding.

In the long run a budget approval method cannot be followed as a total

’cystn of evaluation and projection of educational needs: While
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budgetary analrsis 18 an essential process, other procedures will be

necess=ary tc asscss public interests, demands, and objectives, and to

translate thesc desires into program and financial terms.
The process of annualizing an equalized expenditure level for a

whole state will require an entirely different approach from present

-

practice though most if not all the sasic determinants may be present.
Some cof the most crucial ones are: (1) Inflation, (2) scope of ed?cacion
L ‘ (breadth of programs and services), (3) range of the target population
(;ses of entrsr-e and graduation or termination), (4) relative economic
status of the eaployed personnel to be maintained, (5) absolute
improvement of the system (personnel, materials, and facilities that

affect productivity or outcomes).
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Appendix 1

Table 1

CHANGES IN REVENUES AND EXPENDITURES

FOR PUBLIC ELEMENTARY AND SECONDARY SCHOOLS

1960 to 1970

u. s. y Illinois
1959-60 1969-70 . __1959-60 1969-70 -
Jdtem Amount. ____Amount 2 Chapge __Amount __ Amourit Z Change
. Curr. Exp. $11,910M $32,2811 17 $ 615M  $1,736M 182
. Curr. BExp/ADA 369 766 107 402 831 107
3. Pupils ADA 32.2821 42.1684 3¢ 1.530M 2.089 36
4. Cap. Outlay
and D. S. 3,853.M¢ .  6,017.24 - 237M 327M -
S. Porcent #4 .
is of #1 32 19 - 38 19 -
6. Cap. Gutlay
and D.S./AD4 119 143 - 155 157 -
7. Local Revenue 7,595M 19,797 160 460 1,413 207
8. State Revenue 5,396 15,628 190 150 827 451
9. Pederal .
Revenue 482 2,767 474 21 135 543

Sourca: NEA Regearch Division Estimates of School Statistics ’
1333~C0; 1969-70; 1970-71 (with revised estimates of 1959-70).
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The California Supreme Court, in Serrano v. Priest on August 30, 1971,

tentatively concluded that California's public school financing system y
denies children the equal protection of the laws because it produces sub-
Stantial disparities ameng school districts in the amount of revenue avail-
able for education. In the words of ““e Court: -

We are called upon to determine whether the California

* .public school financing system, with its substa~ :ial de-

Pendence on local property -taxes and resultant wide dis-

parities in school revenue, violates the equal protection

clause of the Fourteenth Amendment. We have wetermined

that this funding scheme invidiously discriminates against

Fhe poor because it makes the quality of a child's education

a function of the wealth of his parents and neighbors. Rec-

ognizing as we must that the right to an education in our

Public schools is a fundamental interest which cannot be

conditioned -on wealth, we can discern no compelling state

purposec necessitating the present method of financing. We

have concluded, therefore, that such a system cannot with-

stand constitutional challenge and must fall before the

equal protection clausec.
The tentative decision did not actually strike down the school finance systcm.
The case was remanded to the trial court, which, if it determines that the
facts arc as alleged, apparently must find the system unconstitutional. The
Court did not indicate vhat would constitute 2 . mstitutional school finance
plan. However, a rcading of the Court's opinion may begin to reveal what

would be permissible.

., The problems .o w!.ch the case was addressed can be simply put. One
schoqi district expended only $577.49 to educate each of its pupils in 1968-
69 while another cxpended $1,231.72 per pupil. The principal source of this

inequity was the difference in local assessed property valuation per child:

; in the first school district the figure was $3,706 per child while in the

e g -




second it was $50,885--a ratio of one to thirteen. Moreover, in the fir.:t

citizens paid a school tax of $5.48 per $100 of .ssessed valuation whilé in
the second residents paid enly $2.38 per hundred--a ratio of over two to

one.




Serrano: The No-Wealth Interpretation.

The first interpretation of the Serrano opinion is consistent with
the proposition developed.by..Coons, Clune and Sugarman—-"thefgualixy of
public education may not be a function of wealth other than the wealth of

the state as a whole."z

This proposition would permit educational quality
to vary from school district to school district so long as each district
had an equal capacity to raise funds for education. Thus, for example, a
comnunity that chose to tax itself at the rate of 1 percent might have
available $400 per student, irrespective_of the wealth of that community.

A community that chose to tax itself at the rate of 2 percent might have
@vailable 3800 per student, again irrespective of the wealth of that com-
nunity. The state in this scheme commits itself to the spécified level of
expenditure per student regardless of what it rai;ed by the local tax. The
state gives aid in exactly the amount that local resources are insufficient
to reach the specified expenditure. This scheme is known as "district péwer
equalizing."

The California Court noted that "the United States Supreme Court has
demonstrated a marked antipathy toward legislative classifications which
'discriminate on the basis of certain 'suspect' personal characteristics.
One factor which has repeatedly come under close scrutiny of the high
court is wealth." Concerning the implicit classification by district
wealth, the Court said:

To allot more educational dollars to the children of one
district than to those of another merely because of the
fortuitous presence of such property is to make the

quality of a child's education dependent upon the location
of private comacrcial and industrial establishments. Surely,

this is to rely on the most irrelevant of factors as the
basis for educational financing.




The Court thus _ij{ound that the school financing system discriminates on
the basis of the‘wealth of a district and its residents.x

While the Court had substantial judicial precedent for'finding wealth
a suspect classification, it did not have judicial precedent for findiﬂg
education a "fundamental interest." Such a finding was important for the
theory which the Court was attempting to develop. Previously, the funda-
mental interest concept had been applied only to the rights of defendants
in criminal cases and voting rights. The Court relied upon a number of
decisions vhich "while not legally controlling" are "persuasive in the
factual description of the significance of learuing." The claséic ex-

pression of this position came in Brown v. Board of Education:

Today, education is perhaps the most important function
of state and local governments. Compulsory school
attendance laws and the great expenditures for education
both demonstrate our recognition of the importance 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 foun-
dation of good citizenship. Today it is 4 principal in-
strument in awakening the child to cultural values, in
preparing him for later professional training, and in
helping him to adjust normally to his ‘environment. In
these days, it is doubtful that any child may rcasonably
be expected to succeed in life if he is denied the oppor-
tunity of an 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.

Tpese cases, together with the Court's own analysis of the importance of
education, compelied it to treat education as a "fundamental interest."
The final step in the application of the "strict scrutiny' equal
protection standard was a determination of whether the California school
financing scheme as presently structured was necessary to achieve a

"compelling statc interest." Concluding that it was not, the Court

declared:
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The California public school financing system, as presented
to us by plaintiffs' complaint supplemented by matters
judicially noticed, since it deals intimately with education,
obviously touches upon a fundamental interest. For the rca-
sons we have explained in detail, this system conditions the
full entitlement .o, such interest on wealth, classifies its
recipients on the basis of their collective affluence and
makes the quality of a child's education depend upon the
resources of his school district and ultimately upon the
pocket-book of his parents. We find that such filiancing
system as presently constituted is rot necessary %o the
ttainment of any compelling state ‘interest. Since it
does not withstand the requisite “'strict scrutiny," it
denies to the plaintiffs and otliers similarly situated
the equal protection of the laws.

The no-wealth interpretation of Serrano would remove variations in
local wealth as a factor in determin%ng how much is to be spent on the
education of a child. The capacity of each school district to raise
funds would be equalized. Houever, local school districts would be per-
mitted to decide how heavily they are willing to tax themselves and, con-
sequently, how much they wish to spend on the education of theiz children.

The no-wealth int.rpretation focuses rather more on taxpayer equity and

rather less on educational equity.3




2. Serrano: The Equal Educational Opportunity Interrretation.

The second interpretation of the Serrano opinion is consistent with
the proposition developed by the author--''the quality of a child's edu-
cation may not be a function of where a student lives, what his parental
circumstances are, or how highly his neighbors value edugéation."4 This
proposition would prohibit variations in the number of dollars spent or
any child by virtue of his place of residence. It would permit variations
based on educationally relevant characteristics of the child. It would
also permit vari:-tions based on such factors as diffcrences in price-levels
and economies of scale.

In the course of the opinion, the Court disposed of an argument "that
territoria) uniformity in respect to the present financing system is not
constitutionally required." 'Where fundamental rights or suspect classi-
fications are at stake," said the Court, 'a state's general freedom to
discriminate on a geographical basis will be signific#ntly curtailed by
the equal protection clause." In support of this interpretation, the Court
first relied upon the school clrsing cases in which the U.S. Supreme Lourt
invalidated efforts to shut schools in one part of a state while schools
in other arcas continued to operate. Secondly, the Court relied upon the
reapportionment cases in which the U.S. Supreme Court held that accidents
of geography and arbitrary boundary lines of local government can afford
no ground for discrimination among a ‘State's citizens. "If a voter's
address may -not dstermine the weight to which his ballot is entitled, surely
it should not deternine the quality of his child's education." Consequently,

i1 would appear that school finance plans cannot have different effects solely




because of geography. In other words, neither wealth nor geography is
8 permissible basis for classifying children for the purpose of deter-
mining how much is to be spent on their education.

. The equal educational opportunity interpretation of Serrano would
Tequire that educstional resource allocatibn not depend upon where a
Student lives, what his parental circumstances aré, or ‘how highly his
neighbors value education. Ope point which remains unclear in the opinion
is whether the equal protection clause has been held to apply to children,
to taxpayers or to school districts. If it is children who are entitled
to equal protection, then it is difficult to understand how the quali<y
of 2 child's education could be subjected to a vote of his neighbors. The
equal educational opportunity interpretation would permit & variety of
€ducational resource allocation standards. For example, the minimum attain-
ment standard would require that eduzational resources be allocated to every
student until he reaches a specified level of attainment. The leveling
standard would equire that resources be allorated in inverse proportion
to students' abilicy; the competition standard would réquire their allo-
cation in direct proportion. The equal dollars per pupil standard would
assume that ability is an il‘agitimate basis for differentiating among
students. The classification stanidard would require that what is regarded

as & "suitable" level of support for a student of specified characteristics

is suitable for that student wherever he lives within the §tate.5
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3. Full State Funding

The years since a constitutional attack on current school finance
legislation was proposed have seen an unprecedented level of activity
directed at legislative reform. The concept of full state funding has
entered the vocabulary of educational finance.

In a paper prepared at the request of the Education Commission of the

States we stated:

3

That the state should-assume a large proportion of the cost

", . of public education seems to many to be an idea whose time has

arrived. It is attractive for a number of reasons:

(1) There is a renewed concern for the inequalities which
characterize the manner in which education is provided. This
concern has been accentuated by the realization that gross in-
equalities in the financing of education are being challenged
in the courts as violations of the United States Constitution.

(2) local support cf education reliés heavily on the prop-
erty tax. This is the most poorly administered of all major’
forms of taxation. Furthermore, it is highly regressive, so
that the burden of supporting education tends to fall heavily
on low-income familiecs.

{3) Cost pressurcs, and particularly salary avards to
teachers, are placing heavy strains on the existing fiscal :
structure, causing legislators, educators, and taxpayers to
seriously consider alternatives.

' B Thesc forces arc causing some states to consider seriously a
shift in the support of education from the local district to the
state. In Michigan, a gubernatorial task force rccommended such
a shift and Governor Milliken has expressed himself strongly in

: suppert of it. Such leading figures as James Conant and Com-

; missioner of Education .Tames Allen have taken similar positions.
At the prescnt Constitutional Convention in Illinois, proposals
for state assuzption of the responsibility for a high quality
educational program for all cnildren lead in the same direction.
In Alaska, proposals have heen made for a state-wide salary
schedule for teachers,

hese proposals do not suzgest that non-fiscal decisions be
centralized. Local school districts would continue to exist, but

é they would zive their attention to educational rather than revenue

: matters. Hawaii's structure of educational governance, a single

: school district tfer an entire state, is probably not appropriate '

for other states.®

ERIC
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The Advisory Commission on Intergovernmental Relations (AQIR), an
appointed, bi-partisan intergovernmental agency representing federal, state
and local branches of government, has recently taken a position on state
financing of public elementary and secondary schoolsﬂ. The Commission has
recommended that the States assume 'substantially all" of the responsibility
for financing local schools in order to grant property tax relief and ensure
equal educational opportunity, The recommendation envisions replacing
property tax revenue with income and sales tax revenues.

"Local schools are claiming more and more of the property tax
take. At the beginning of the World War II about one-third of all
local property tax revenue went to the public schools; now the -
school share is more than 50 percent = and still rising.

- Other local public Sservices, the Advisory Commission believes,
should have a stronger claim on the local property tax base. State
‘take over of school costs would give local units of general govern- |
ment - cities, counties, and townships - a new fiscal lease on life.

No longer would they be pushed off the local tax preserve by the
school boards.

The proposal is not utopian. At present, New Mexico, North
Carolina, Delavare, and Louisiana for example are within striking
distance of this goal. And Hawaii for many years has both paid
for and administered all its public schools.

W.at is involved is the substitution of State income and sales .
tax dollars for local property tax dollars. The change over could
be gradual. However, as many as 20 States could assume complete
responsibility for public school financing in the near future if
they would make as intensive usc of personal income and sales taxes
as the "top ten' States now make -on the average.

When viewed alongside the resulting dramatic decrease in local
property tax leads, State assumption of school financing loses its

idealistic cast and becomes a realistic and equitable way of read-
justing the total tax burden.

The case for State take over of the non-Federal share of edu-~
cation costs rests in part on the conviction that this is-the best
way to make sure that the financial resources underlying public
education are equalized throughout the State. Because the social
and economic conscquences of education are felt far beyond school

ek e



district boundaries, States no longer can tolerate wide differences
in the quality of education offered in its many local districts.
Yet so long as each district has wide latitude in setting its own
tax levy, great variations both in wealth and willingness to tax
are inevitable. And these variables produce wide differences in
the fiscal resources behind the students. As a result the quality
of education today is shaped in large measure by the accidents of
local property tax geography. 7

The Commission thus views the concept of full state funding as not only

desirable but feasible.

Governor William G. Milliken of Michigan has been endeavoring to achieve

board reform in educational finance in that state for the last two years. In

his "Special Message to the Legislature on Excellence in Education--Equity in

Taxation" (April 12, 1971), he has called for: quality education for every

child, a rational system of educational finance and equity of tax burden.

Governor Milliken has proposed the virtual elimiration, by constitutional

amendment, of the property tax for school operating purposes. In its place,

he would substitutc an increase in the individual income tax and a value-

added tax on businesses. According to his estimates, a 2.3% increase in the

individual income tax would compensate for the loss on individually held prop-

erty. In place of a corporate income tax, which according to him would be

too high, he proposes a valuc-added tax of approximately 2%. The substitution

of these taxes for the property tax would probably assure that revenues for

education would increase over time. The increased clasticity of the tax

structurc would probably eliminate the necd for regular increases in education

tax rates. - The Milliken Plan would have important consequences. It would

‘ remove the necessity for frequent school millage elections. It would rcplace

: the stable property tax with taxes which dre more responsive to economic

; growth. It would eliminate the situation wherein some school districts with

low tax rates are able to provide adequate levels of education, while others,

o ¥
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with high tax rates, are unable to generate sufficient revenue. It would

replace a regressive tax with taxes which are proportional and progressive.
More recently, it has been reported that the Fleischman Commission in
New York State will be ;ecommending full state assumption of the costs of
education, impoéition of a statewide property tax, stabilization of spending
in wealthy school districts, and ultimately greater spending in districts
with poor, disadvantaged youth. The concern for legislative reform of
public school finance systems is fortunate because it is certainly envisioned

that it is legislatures which will have to respond to possible court mandates.




4. A Slight Digression on Local Control of Public Education

The strongest objection to full state fundingis the belief that it
would result in a diminution of local school control. To be sure, the
belief is most strongly voiced by those who wish to protect the economic
advantage of taxpayers and students in the wealthier school districts.
A1l that can be predicted with certainty at the moment is the loss of one
element of local school control--the power of school districts to deter-
mine their level of expenditures. The projected loss of any other powers
is purely speculative.

The assumption that local financing is inextricably intertwined with
local control was called into question by James B. Conant in a speech
before the Education Commission of the States in 1968:

I would point out, however, that in the vears in which I
have tried to convince people of the importance and the
correctness of our system here in the United States, I
alvays assumed that local control of schools was a nec-
essary consequence of local financing of the schools and
vice versa, I think the New Brunswick example is a dem-
onstration that this cquation mayv well Ge wrong. 1t may
well be that you can have local control of all the vital
aspects- of the public schools and still have the finan-

cing at the state level through state taxes and not
through the local property tax.

On the issue of local control the Advisory Commission on Inter-

s rvvrrindoe

governmental Relations has said:

Statc assumption of school financing in the Commission's
judgment is not inconsistent with effective local policy
control. Ample room for local initiative and innovation
would remain, Liberated from the necessity of 'selling'
bond issucs and tax rate increases, school board mem-
bers and superintendents could concentrate on their main
concern -~ improving the quality of their children's edu-
cation. The long tradition of local control of cducation
and the keen concern of parents for the educational well-
being of their children would serve.as sturdy defenses
against any effort to short change educational financial
needs.
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A former superintendent of schools in Maryland has said:

We know from much experience that local control can operate
with local financing; we have little experience upon which
to determire whether it can survive under state financing.
Thus we have only differing opinions rather than factual
evidence upon which to base a decision, and one may take
his choice. Reference to a personal experience may be
useful here. For nearly 14 years I served as Superin-
tendent of schools for a county adjacent to the state of
Delaware, and enjoycd a close working relationship with

a number of my counterparts in that state. Delaware, at
that time, provided up to 90% of the total cost of oper-
ating the local school systems, whereas Maryland provided
from 30% to 40%. I can testify that the local school
systems of Delaware enjoyed at least as much, if not

~ greater, autonomy than did those of Maryland. The rea-
son for this, I suspect, would be found in the statutory
powers given to state and local authorities in each case,
and the roles assumed by the state authorities. I sus-
pect that these factors have more to do with the pres-
ence of local control than the level of state funding.

Congressman Dow, speaking in support of his pfoposed legislation
to ease the local property tax burden for local educational costs, said:

" The principal objection I have heard to the plan contained
in my school tax bill is the presumption that local school
boards, if no longer responsible for raising school taxes,
would lose local contrcl of their educational systems, and
that there would be a State takeover. To this criticism,
I reply ‘that in my own State of New York the State now
provides 45 percent of the school support. With that
much leverage the State could exert immense influence on
local school decisions, even today; but it does not. Why?
It does not for one reason, because the State legislature _
made up of local represcntatives would not allow it and,
second, that is not the nature of -our educational system.
Nobody wants it that way.l0

-

Congressman Dow makes an extremely important point. If states were

inclined to assume control of local schools, they have had the financial

"leverage for years. They have certainly had the legislative power.

The only actual test of centralized financing and decentralized

control has been in the Canadian Province of New Brunswick. The Advisory




Commission on Intergovernmental Relations, in its report on the New Bruns-

wick experience concluded that‘the provincial takeover of school finance

"leaves room for local administration and local discretion rather than

necessifating centralized decision-making on the Hawaii model.” 11

(Hawaii was, of course, established as a centralized school system in its

Pre-statehood period.) New Brunswick is still in the process of estab-

lishing new relationships centering on the shift from local to provincial

financing. Moreover, there are enough differences between the Canadian

and American situations to prevent direct comparisons. For example, cur-

riculum was and remains a provincial responsibility, although efforts are

being made to decentralize. Nonethcless, th; New Brunswick experience

Suggests that substantial control can remain at the local level with

centralized financing.

The argument that centralized financing will lead to a loss of local

control is a- largely untested hypothesis. _At its worst, the argument is

a smokescreeq for opponents of equality of educational opportunity. At its
; best, the argument is an expression of concern for our public schools as we
know them and wish to preserve them. We will not know the effect of full
State funding on local decision-making until we implement it. In the mean-
time, the state is granting more of its educational resources *o some
: "children and withholding resources from others. . :
i The arguments reviewed in this secction question the assumption tiat

centralized financing will lead to centralized control. None of the

proponents of centralized financing advocate centralized control. All

g
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stress the importance of- local control over crucial curriculum and per-

sonnel decisions. It is clear that thé states have had the wherewithal




to usurp local prerogatives if they were so inclined. Yet the concept

of local control is so strong in American public education, it is

probably its own sturdiest defense.




S. A Model Legislative Resngnsé.lz

The specific plan outlined below was designed for the State of

Maryland. The principies seem consistent with the second interpretation

of Serrano and not inconsistent with the first interpretation of Serrano

as discussed earlier. The principles may be feasible for many states.

The proposal, in its detail, is surely not applicable to other states

without modification. Major differences between Maryland and many other

states are the fact that Maryland has only twenty-four school districts

and the fact that expenditure variations are relatively moderate.

We begin with a definition of full state funding. Our concept calls

for a school finance system which brings to bear all of a state's edu-

cational tax base on the education of all children in the public schools

of that state. It provides for equity both in educational taxation and

in educational resource allocation. It requires that educational resource

allocation not depend upon where a student lives, what his parental cir-

cumstances are, or how highly his neighbors value education. It avoids

the specious state/local distinction in the generation of cducational rev-

: enues, for all taxes raised for education are, in fact, state taxes J3 The

definition clcarly accommodates a variety of educational resource allo-

cation schenics and systems for cducational taxation. Its only essential

characteristic is that therc be equity in the benefits and burdens of

education. The concept is compatible with the present system of local

school control. A version of full state funding is explicated in the

; recommendations which follow.




1. It is recommended that the state assume financial responsibility
for all public schools.

2. It is recommended that, over a period of three years, per pupil
expenditures from state and "local" funds be equalized. The movement from
the present mechanism of school finance to a full state funding mechanism
cannot occur in a responsible manner in a single year. Substantial addi-
tions to revenues in poorer school districts cannot be judiciotisly accom-
modated at once. An increment of several hundred dollars per pupil in
some school districts could not be planned for in an educationally and
fiscally responsible manner. It is propose@ that the new system be phased
in over a period of three years. Thus a "freeze," with perhaps some accom-
modation for a cost of living increase, would immediately be placed on the
highest-spending school district until the lowest-spending districts reach
the level of the highest,

The effects on decision-making in the lover-spending districts would
obviously be dramatic. The availability of substantial new rcvenues will ‘ v
lead to increases in educational quality only with careful planning and
analysis. Those responsible for planning in the poorer districts will,
for the first timec, have the mcans to emulate the desirable characteristics

+,0f the landmark schools and school-districts. The onus on the planners
will be heavy. The casiest step would be merely to increase the number
of teachers in spite of the fact that there is no demonstrable relation-
ship between educational outcomes and class size. The real task for the
planners is to evaluate the efficacy of alternative educational arrange-
ments. Indeed, in the poorer school districts, the leeway for local

determination of goals and means will be substantially enhanced. The lack




of available rcvenues will no longer be an excuse for failure to act

on educational problems. As well, the importance of improved decision-
making by wealthier school districts will be heightened. Wealthier
school districts will be in a position of having to evaluate their
alternatives mo:eicarefully. There will be no diminution of local re-
sponsibility for educat{onal decision-making.

Phasing in a system of equalized expenditures per pupil will ob-
viously require new revenues. A three-year period will permit a gradual
assumption by the state of this responsibility. . )

3. It is recommended that the equalized level of per pupil expend-
itures in three years be set at the level of the highest-spending school
district in 1971-72. The highest spending school district has in one
sense defined for the state a conception of high quality education at
least insofar as inputs are concermned. Moreover, to equalize expend-
itures per pupil at any but the level of the hizhest would mecan inter-
fering with the program currently operating in the high spending school
districts.

4. It is rccommended that, in order to allow for differences in
economies of scale, the per pupil expenditure in any school may vary five
percent in cither direction from the equalized level. It is undoubtedly
the case in education, as clsevhere, that the principle of economies of
scale operates.  In other words, i¢ is probably the case that a reduction
in cost per student occurs as school size increases up to a limit at
lcast.14 Studies of the economics of scale in schools has not resulted in
definitive knowlcdge about how extensively the principle operates. As a

starting point, we recommend -that in any school per pupil expenditures may




vary five percent in either direction from the equalized level. It is
assumed that per pupil expenditures will be higher in smaller schools
and lower in larger schools. As more definitive knowledge becomes
available, the five percent rule should be modified accordingly.

A second reason for this recommendation is to require a school-by
school audit of funds in order to ensure that the effect of statewide
equalization is not lost through misallocations within school éistricts.

5. It is recommended that, in order to allow for regional price-

level differences, the per pupil oxpenditure in any school district may

vary five percent in either direction from the equalized level. It is
undoubtedly the case that regional price-level differsnces affect the
cost of education. However, assessing the impact of such differences is
difficult and the issuc becomes intertwined with the question of quality.
For example, housing and perhaps other goods and services for teachers
are less expensive in rural areas. Consequently, it may be possible to
pay somewhat lower salaries in ruraﬁ areas. On the other hand, if rural
salaries are much lover than average, rural districts may have difficulty
in recruiting high quality teachers. Indeed, it is possible to argue
that salaries in rural districts should be higher so that teaching in
such districts may be perceived as more desirable. Because the qQuestion
‘of regional price-level differences is so fraught with intangibles, it is
proposcd that no more than a five percent variation be allowed in per

pupil expenditurcs in any school district. It is asstmed that the higher

expenditures will be found in the urbanized areas and the lower in the

rural areas.




6. It is recommended that certain types of federal aid, notably
Title I.of the Elementury and Secondary Education Act (assistance for
educationally deprived children), be allocated in addition o the
equalized level of per pupil expenditure. The recommendation to grant
compensatory aid to educationaily deprived children in addition to state
resources is a natural evolution of the present system and is in recog-
nition of the special nceds of such children. The federal government
is now requiring "comparability of services" within a school district,
before Title I, ESEA funds can be awarded. The reasoning is simple:
federal funds can hardly be compensatory and supplementary until school
districts are providing at least comparable services to schools which
receive them. Under the proposed plan, the responsibility for compa-
rability of services would be transferred from the local to the state
level and, comparability would seem to be satisfied by a state's pro-
vision of equal per pupil expenditures. The effectiveness of Title I
projects should be enhanced since educationally deprived children will
already be recciving the benefits now enjoyed by children in affluent
school districts.

7. It is rccommended that certain types of federal aild, notably
school assistance in federally affected arcas, not be allocated in
a?dition to the equalized level of per pupil expenditure. Certain types
of federal aid are given merely to subsidize costs. "Impacted area" aid
is currently the most imnortant of this type., It is given to school
districts which have experienced an influx of students becausc of a
federal activity. It was established on the assumption, probably shaky,

that federal employces would not be contributing their fair share of




schocl costs througi taxes. Unlike Title I, ESEA, it is not given in
recognition of the special needs of the chilldren of federal emp%OYEes.
Under the present mechanism for allocating impact aid, the state should
reduce its share of support in exactiy the amount that a school district
receives such aid.

8. It is recommended, for education purposes, the institution of
a uniform statevide tax on property or a mandated uniform locally-imposed
tax on property. It is further recommended that additional vevenues for
education be gener§ted by othei’ statewide taxes, preferably the inQﬁﬁe
tax, There are two broad app?éaches which will achieve equalizgﬁi;n of
per pupil expenditures. Either is consistent with the concethSf full
state funding as we have defined it. Both will have the same effect with
respect ‘to equalizing ed&cational tax rates and per pupil expenditures.
The firs; is "full equalization" which is a system through which the same
local tax effort in every school district of thc state combined with state
financial assistance will yield the same number of dollars per pupil. The
second, full state funding, is a sys:em under which the state assumes re-
sponsibility for providing a substantial portion of the funds for education
and adopts policies which ensure that funds from all sources will yield the
same number of dollars per pupil.
. Both of these approaches can have as their object the cqualization of
per pupil cxpenditures. Both envision that all tax rates for educational
purposes are uniform throughout the state. Their difference is one of
degree, not kind, and in its most important dimension the difference is
psychological. Under both systems a given taxpayer will pay the same

taxes for the support of education. Under the first appruach, it is likely
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that a larger portion of the education bill will be firanced from.
locally-generated taxes; under the second, these same locally-generated
taxes will flow first to the state, thence to be reallocated to local
school districts. The full equalization approach appears to be a less
dramatic change from our present system arnd, say some, is less likely
to affect the sense'of local control. On the other hand, when legis-
latures begin to act on equalization formulas, they inrevita: iy "tinker"
with them.and the result is always decreased equalization. '

A bolder approach'is to opt for full state funding, placing the
responsibility for educational finance squarely with the legislature.
Perhaps, this approach will be less subject to tinkering by the legis-
lature. It is more forthright and recognizes the correct interprétation
that 311 school taxes are state taxes.

It is estimated that full state funding would increase the cost of
educaticn in Maryland by $200 million by 1974-75. In other words, Mary-
land would require approximately an additional $66 million dollars per
year each year beginning in 1972-73. The cost of education in 1972-73,
the first year of the proposed phase-in, is estimated to be $725 million.
There are alternative ways of generating this revenue. In 1971-72, it
is estimated that state and federal aid will already be providing $312
Mmillion, lcaving an additional $413 million to be provided. A statewide
uniform property tax of 352.00 per $100 of assessed valuation would yield
$420 mj'lion, more than cnough revenue to finance the proposed plan. At
the present time, all school districts, save five, have local appropri-

ations for education equivalent to levies in excess of $2.00 per $100.
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Alternatively, adjustments in the state sales tax comparable to features

employed in other states, would yield from an additional $33 million to
an additional $82 million.  Adapting the state income tax to the Oregon
model (rates from four to ten percent and an exemption of $600 per person),
would yield an additional $54 million from this source. 15

The treatment of alternative tax sources is not meant to be definitive.
Rather, it is meant mercly to illustrate that the proposed full staté |
funding plan is feasible in Maryland. On general tax burden for education,
Marylapd currently ranks in the middle of the states. With an expenditure
of $50.73 per $1,000 of personal income, Maryland is just above the national
average of $46.83, but below twenty-two other states. The highest stafe,
Wyoming, spends half again as much ($72.73) for each $1,000 of personal
income. In Maryland, there appears to be some leeway to increase school
revenues.

9. Assuming the institution of these recommendations in 1972-73,
the state will have achieved an equalized level of per pupil expenditure
by 1974-75. At that point, the state legislature can begin to set levels
of educational spending in competition with its assggsment of needs for
other public services. This recommendation recognizes that education is
only one of a number of public services competing for a share of govern-
mental revenue. From a statewide perspective, the legislature will be in

a better position to assess these competing demands.
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Summary. These recommendations taken as an interrelated set will
result in a full state funding system of financing public education. There
will be an equitable distribution of the educational tax burden. The qual-
ity of a child's education will not be a function of the wealth of his
parents, neighbors, or school district. The state will be spenaing as much
money on the education of all of its children.as it has been spending on
the education of its rich children. Having achieved equity in the distri-
bution of the state's resources, the distribution of such federal funds as
Title I, ESEA will become truly compensatory; the model thus recognizes the
special problems of educating .some chiidren.

As was stated at the outset, what Serrano mandates is not clear. The
model satisfies both interpretations of Serrano. The model satisfies the
interpretation that the capacity of school districts to raise funds be
equalized. It alsc satisfies the interpretation that all educational funds
be made available to students on an equitable basis. If only‘the first
interpretation is correct, then the model goes further than the California
Supreme Court intended. If the Court did not intend the second interpretation,

then the opinion is concerned with taxpayer equity and not equality of edu-

cational opportunity.
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The Superintendent's Advisory Committee on School Finance
met February 22 in Chicago to discuss the four papers. Those
participating in the discussion were:

G. Alan Hickrod
Raymond Lows
Fred Bradshaw
Robert Burnham
Robert Schoeplein
Arthur Wise
William McLure
Donald Strong
James Heins
Leo Cohen
Nicholas Michas
The dialogue ranged over many aspects of these papers for

two hours. The f&llowing is a compendium of this disucssion.

“DEFINITION, MEASUREMENT, AND APPLICATION OF THE CONCEPT OF
EQUALIZATION IN SCHOOL FINANCE" - Dr. G. Alan Hickrod

HICKROD: Going back to this, I see my notes are entitled A
Sua Criticus, Self-Criticism. .-What will I do when I revise this
paper? Well, one thing I am going to do certainly, having taken
a look at the Fleischman Committee Report, is to make a sharper
division between full state funding on the one hand and the partner~
ship models or notion of joint funding between the state and the

¢ local community on the other.

' The first part of the paper is the business of attempting to
define equalization on a theoretical‘level. The thing that I am
most uncomfortable with here is my iack of confidence in the concept
of need. It is in this regard that I find the Fleischman Commission

Report of considerable interest. The Fleischman Commission comes at




need from a quite different point of view than I have seen in other
publications. The notion of need is approached in the National
Education Finance Project by means of differential.costs and the
differential cost of programs. As I read the Fleischman Committee
Report, need 1s approached from the point of view of educational need
X and is operationally defined in terms of test scores from the state-
wide testing program that they have in New York. New York has a pupil
evaluation program, which is a statewide testing program concentrating e
on reading and mathematical skills. The Commission found that it could b
recommend the distribution of funds on the basis of this statewide
xtestins. Therefore, they are defining need in the terms of scores on
achievement tests and particularly in terms of the scores on the third
grade achievement tests in reading and in mathematics. A needy district
is, therefore, a district which has a large concentration of low scoring
pupils. This is, I think, an interesting and refreshing approach to the
concept of need, which is not revoluntionary.

N;Q York has had a distribution center called Urban Aid. It is
essentially the same thing as the Commissioq's proposal. The major
difference is that the Urban Aid distributed was about $40 million. The
i new provision calls for the distribution of $415 million which is rather

a considerable difference. Of the $750 million new dollars which the
g . Fleigchman Report is askiag for, $415 of :the $750 1s to be distributed
‘ on the basis of these test scores. So you have.an approach which ties
‘ in a statewide pupil assessment program with the allocation system. I
é think that is the biggest contribution the Fleischman Committee Report
.mada. This is something I am sure that other members of the Committee

: will wish to respond to and speak about later on because we will become




deeply involved in the concept of need. At any rate, let it be recorded
that I don’'t think I handled need very well in the front part of that
paper and I will revise it,

In the middle part of the paper, I don't think I have too much there
that I would want to revise. It was motivated by a dislike, really a
distrust, of the Pearson Correlation Coefficient as a measurement of
equalization. I kept reading the reports which tended to give me some
rather uneasy feeling about using the Pearson Corrclation. I came to
the conclusion that it is not a terribly good way to measure the equali-
zation effect., Then I began to scratch around for a new type of
summarizing measurement for equalization and it appears that the economists
technique of the Lorenz Curve and the Gini Index, the Gini Index"Conce;ntra-
tion, was a better tool to use in measuring this concept and its effect.
I am sure that there are a number of other methodological procedures one
can find for measuring equalization. The argument presented in the paper
is that the Gini Index and the Lorenz Curve probably do a pretty good job.
I am not really sure that I would make a lot of changes there. Inciden-
tally, the regression coefficient doesn't do anything for you either,
because the slope of the line in the regression coefficient rests on all
the same assumpti;ns which underlie the correlation coefficients. We
really have to get something that can handle the problem better than that.

I suppose that when it comes to the last part of the paper, I1'l11
make the most changes. As I said before, I believe in the application
that I should make a much ‘ sharper division between full state funding
on the one hand and the partnership models on the other. Dr. Wise talked
in his paper gbout the difference between full state funding on the one

" hand and co-equalization on the other. He did a much batter job on this

Q «; than I. Professor Heins also makes refef;nce in his two solutions to the
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general problem. That problem may have blurred the lines between
these two solutions and again the Fleischman Committee Report helped
me tremendously because the Fleischman Committee Report discusses
full state funding. In the Fleisc#man Committee Report, there is no
money added on at the local level, none. All funds come from the state
level. I didn't have this before me at the time that I wrote my paper,
80 I couldn't make that sharp statement. That seemed to be a matter
which could be made clearer. I am sure that we want to explore more
fully this notion of the continuum of complete state support on the one
end and complete local support on the other. Until the Fleischman
Committee Report we didn't have a model on the books, 8o to speak, that
allowed no money to be added on from the level. Professor Wise's
recommendations for Maryland are similar, I believe, to the recommendations
being made by Professors Guthrie a~d Benson for New York. There are some
differences between those recommendations that spring from the difference
in the situation in Maryland and that in New York. I think Wise had a
little easier job, to be frank, than did Benson and Guthrie. The range
of variations in New York is much, much greater than that ia Maryland.
One final comment, I don't.think I handled the application side well
either. I spent a lot of time trying to explain ways in which money
could be directed into poor areas. There area great many techniques
available for channeling funds into poor areas. The other side ¢f that
question, restricting wealthx districts in terms of the money they can

add on, that's another and an extremely important part of this whole

_ equalization cdhcept. I don't think I handled it too well. I need to

revise that when I know more about this very crucial business of restricting

-local add-ons or restricting local leeway. This was brought out especially




well in Professor McLure's paper. He talks about allowing a 50X leeway.
1 am sure he will wish to expand on that a little. I dom't think it

comes out well at all in the paper that I did.

HEINS: I would make one comment. I think it's an exercise in futility
to worry about or distinguish between thé various measures of equality
vwhether you are using the Gini Concentration Ratios or any technique
until you can specify what the objectives are you have in mind. We don't
even know anything about needs. If you haven't got any kind of an objec-

;  tive function, if you don't really know why it's better to have the Gini
" Coefficient smaller than the coefficient of variation, or something like
that, then you don't have any motion about the utility o: how that bears
on the objectives of education. I think it really doesn't matter a whole
lot, what device you use at all,,oinc; you can't really distinguish between
them. I know economists can't distinguish between them on that basis at
all and I think that point has been made clear, with all due modesty, by

myself.

HICKROD: I think I got into this in trying to answer the question:
Is one statement better than another relative to equalization? You can

get a different answer depending on which of these measures you use.

HEINS: That's what I meah, it changes the rank ordering. You find
Illinois 16th with the Gini Coefficient and 2lst under the Coefficient of
Variations.and Iéwa is just the rev;rse. What do you conclude abnut
equality in Illinois? The answer is that you can't conclude a thing. To

try to thrash this out over the merits of one coefficient over another is,

I think, a fruitless exercise, at this sta;c anyway.




HICKROD: True. I think another important question is, 'however,
whether or not a state does better in terms of equalization through
time. I think it is an interesting point, Illinois for example, with
the passage of the last six years has distributed mbre money but has it

moved toward an equalization concept or away from an equalization concept?

HEINS: How do these coefficients tell you that? Run the Gini
Concentration Ratio .and you find that it's becoming less equal. Run the
Coefficient of Variations and you discover that it's becoming more equal.

Now what are you to conclude? The point is there is no, absolutely no

‘objestive way you can distinguish between the merits of those two coeffi-
cients until you specify what the objectives of equalizing education are.
You see, each one of the coefficients has a different method of weighting
the different tails and'ends and middle parts of the distributions. Until
you have some idea about what it is that those all mean, it really isn't

going to help you very much. There is just‘no other way to distinguish

between them.

“SOME MAJOR ISSUES IN THE REFINANCING OF EDUCATION IN ILLINOIS"
Dr. A. James Heins

HEINS: Well, my paper is very short, There are a couple of issues
that I would 1like to emphasige by way of remarks. First of all, I think
we should bear in mind that when we talk about the two classic solutions,
and there are more than two, ‘but these are Fhe two that are commonly
discussed. They are very different but go to the heart of the question
of how compatible are the objectives of equalizing education and allowing
‘free play to local choice. The fact is that these two objectives are in~

compatible. We can take the approach that equalization is of such



-

importance that we just adopt it as the working principle and to hell

with local choice. We have to recognize that that is what we're doing.

I would like to see a constitutional lawyer talk about that question.

It's not altogether clear to me that if we went to a full state funding
'system that it would meet the tests of constitutionality that will be
invélved. There are very few places in our constitution where we say
explicitly that localities cannot do something. I worry about the consti-
tutionality of legislation which in effect would bring that about in
education. I think that is the question we're going to have to raise

and I think it stems from this general incompatibility of objectives.

1 suppose we could view our task as one of balancing between equalization
and retainn. :t of the federalism that we hold dear, that is the.allowance
for free choice. Beyond that emphasis, I'll let' the paper speak for it-
self. It's a more general paper than the other papers on the menu in the
sense that it raises questions beyond the various methods of equalization.
It asks questions about the effects of equalizing.

The other point that I want to emphasize is that if we decide in
favor of a new financing structure which involves heavy state or total
state participation, funding fo£ education in thil state will come out of
the state legislature of this state. I for one have some misgivings about
giving the state legislature the power to make decisions about what the
educational program for this state will look like. This would be a frame-
work in which I know there is not a thing 1 or any group of people getting
together in the state could d; sbout the decisions made: It wouldn't
surprise me if we were to go to total state funding after ten years. There

is just a tremendous human crying, griping and moaning about what can be

done to improve our schools. I think this is a most important considera-

tion that this Committee has to pay attention to.




COHEN: Would you clarify something for me? in the first part of
the paper you say lets not worry about too many questions. You also
say that the Committee ghouldn't try to do much about the problems of
the revenue side. Lets assume then that this Committee would make some
recommendations of full state funding. I get the impression, maybe I'm
misunderstanding you, that you are not worried as to what would come out \
of all of this. This is to say, we’re pretty much at the mercy of the
General Assembly so you can't be very optimistic about anything we
Tecommend. It seems to me, if I understand you, we are back to the prob-
lem, whether it's this Committee or someone else making some recommenda-
tions, of whether state wide property tax for education or whether we
“have no property tax for education and we double our income tax or what-
ever. Am I misinterpreting what you are saying? You seem to be sayirg
vhat difference does this whole thing make because whatever we recommend

will be at the mercy of the General Assembly. We don't know what’s going

to come out in terms of implementing it anyway.

HEINS: No, I'm talking about the scope of the program. 1 recognize
the dependence of scope on the tax method. Obviously, decisfons about
spending depend upon the taxes you have available to divide. I recognize
that, but beyond that I'm just suggesting that vhatever method of financing
the legiélature chooses to use to derive the extra money needed for full
state funding, that political\presaures will be brought to bear on the
legislature that might make the scope of that program something. less than
what we recommend, maybe very equal, but shoddy. We all know when the
members of the legislature make a decision to appropriate money that there

_are lots of pressures brought to bear on thén. And those decisions are

going to determine the total educational structure of this state. The




scope of that program may be wall below any one of our anticipations when

vwe recommend that structure.

MICHAS: Are you questioning the ability of the state government to

make decisions concerning education?

INS: “he state government will make decisions. They have a beautiful

ability to do it. They have all the ability to do it. I'm not convinced,

however, that I'm going to like it.

MICHAS: In other words, you would like to retain control at the local

HEINS: Well, I'm prepared to be persuaded that I'm wrong, but T think
that all I'm suggesting is that we devote at least some attention to the
question. I don't know what the answer is. Obviously, I have some

misgivings.

MICHAS: May I point out that in Canada where there is a high level

of provincial fynding the Provinces have greater control over the admini-
' [V

stration of edication than the states have in this country. 1 don't think

this can be too serious a problem but perhaps someone should look into it,

some part of the Committee.

HICKROD: The question there is whether the level of control in New
Brunswick has dropped or increased with the adoption of state funding. I
admit, this is only one isolated .piece of information. Whether it has gone
up or gone down, I don't really have any answer to that, I have a feeling

they have gone down quite a bit, I am mot sure.
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"MC LURE: I think L{f you are going to make such a broad position
on what you've indicated you know about the New Brunawicx situatio:, this
is a little appalling. I have an entirely different perception of what
the Canadian gchool rystem i8 like and what the New Brunswick situation
has to offer. I think we can make ourselves a very, very naive group if
we use that kind of information just to confer about this kind of premise.
I suggest that you really study the problez. I'm pgepar¢d4tgrbring a
great deal of irput to this Committee if you want to pick the‘Bcst kind
of information to su~~ort that proposition, not that you would want to
yourself, nor that the Committee tdght want to support it. The important
thing to me right now is what we ars talking about to Dr. Heins. Jim is
discussing his value system. We all have a system of values and that's
all you can base any educational system on. A sysiem of values can
never be proven scientificaily, but we have to face up to it. The state
will and we'll have to argue these things out with the best kiid of infor-
mation about them. It seems to me that the issue before us is not which
is good or which we prefer at the moment but 1 a question of trying to
identify these and begin working on them. I do think that we are poing
to have to really dig in if we are going to use heartay or a few lirtle
writtan blurbs that a few people have who 1ike to cite the New Brunswick
experiment, or the Hzwaii situation which is juct about &8 sberrant. They
don't take into account that in Hawaii when they were a territory, they
knew nothing else except the central government. It's reasonable to under-
stand why they moved into thio state systenm easily. I think these are
things that we woul:d be well advised to really investigate if we axe going
to use them. I'm not criticizing, but I'm saying that I can't sit by and

have us take a position unless we have a tremendous asount of inlormation

and depth.




HEINS: You brought an important element into the picture, the

economy in state funding. Do you consider than an example?
MC LURE:; Yes, that's a very important factor.

COHEN: I agree.with the comment you made. I hink it gets even
more complicated unfortunately, depending on whether there are any lagal
restraints imposed. I am s:ill overwhelmed at this point in time as to
what the legal constraints are. Do we forget them? Do we assume there
are no legal constraints or constitutional constraints and work from
scratch? Or do we pay attention to what might be some legal or cbnsti-.
tutionsl contention? I don't know the answer to that one. I would

suggest that it would make the kind of question that you raise, which is

relevant, even more complicated.

STRONG: I've been frustrated with reading through this whole thing.
With Dr. Heins' paper I found myself finding a home. My problem is that '
I'm coming at this from a management point of view aé opposed to a
theoretical one. I'm a little I.mng up on the management of the ojectives
and the task. I think we have to specif  ...e of the things we have to
define is what is the legal framework that we're apt to be operating in.
What is and what might be some of the issues? Once we decide what those
options are then I think we ought to say, '"Okay now what kind of options
are open to us?” Then we can build a model on those things to see how
they might be implemented. I think w# then get down to the next level,
Level 3, vhich is what the heck are we going to do with those things.

What is the position to which this Committee will be _esponding, to what
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Heins correctly identifies as a political milieu, rather than merely a
theoretical one. When it's all said and done, that's where it's going

to wind up. Is this Committee going to take a specific position? Is it
going to take multiple positions? Are we going to present options? When
.are we going to lay out the timetable? Who's going to take what piece of
the action? I really sense a cauldron boiling around us with all sorts of
things. coming in, political input from OSPI, from the governor's office,
from the Federal government, from everyplace else. I would like to know
where we're all going to sit in this thing so I can see where the

Dacember '73 meéting is going to be. What it's going to look like?

HICKROD: I share most of your frustration. I can say this as far
- as the recent conmissions on price studies. They have gone into two

different directions. The study completed by Professor Thomas and his
associates at ISU took the final form of laying out options and not
selecting any one of these options, but explicating a whole series of
models. The approach of Professors Benson and Guthrie in New York was
quite different. The approach they took was to endorse one optioa after
having looked at other modéls. ‘I haven't snswered your question, but I

have at least cited a precedent on both sides.

STRONG: I just repeat my question. What are we out for? When are

i we going to get at it? I'm ready to play any kind of role that anyons
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wants including taking a hard line goaition on wvhat I happen to think
might be at a given time and having it dissected on that basis. Is that

. how we're going to go?
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SCHOEPLEIN: I'd like to make a remark to the question of what is
our task: I also appreciate the question of timing. My question is,
what are some of the responsibilit;es of the Advisory Committee? In
Dr. Heins' paper I see two sets of questions - tax questions and the
problem on equalization. With regard to the problem of school equaliza-
tion, there are consequences to the selection of one alternative. My
concgrn is this. If I may use the analogy of the highway programs in
the 50's or 60's to deal with traffic congestion., The construction of
highways started a chain reaction with regard to patterns of land develop-
ment and 8o on which eventually looped right back into the highways again.
With regard to consequences, if our time schedule permits, I would like to
see some legislative committee give consideration to the consequences, to

" appreciate that alternative modes of school finance can indeed affect

patterns of school participation, construction, etc.

HIEKROD: ,Certainly state funding would have a tremendous effect on
other puh i¢c financing. This should not be overlooked by the Bureau of
the Budget. I would like to comment on Dr. Heins® position that we should
look at the revenue side of the.problem. Most of the reports I've seen,
certainly the one from New York, try to deal with this business of equity
among taxpayers. One cause for action in the court suits has revolved
around the business of two taxpayers paying unequal rates on the same bundle
of goods and services. The approach in New York is to come at that from a
statewide profit tax., This ia an attempt to gain equity among the tax-
payers by appfoaching it through a uniform statewide tax. If we don't deal
with the revenue side, how are we ever going to tackle the business of

equity among taxpayers?
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HEINS: Let's clearly distinguish between those things. To talk

about overall equity among taxpayers and the specific kinds of equity
that they are talking about here are very, very different things. They
are talking about the inequity derived from the use of property taxes to
finance local education. This tax is at the discretion of the local
school district. Obviously, what they are saying is that in two dis-
tricts having essentially the same set of schools, one district

will be paying $1.50 tax rate for those schools and the other district
will be paying'$2.50 tax rate. Those are the 'kind of ingquities involved.
If we moved to full-state funding, we could use any kind of tax and that
problem would diminish. Then it would become simply a problem of ;tate-
wide equity between the income tax and the sales tax and the various kinds
of taxes. That is the issue that I want to see us stay away from. I
know from the discussion we had last night that we are going to be
pressured by people who want us to take up matters which are not really
matter of school finance. These are the people who see this Committee

as a potential vehicle for dealing with some other interest really not
having to do with school finance, but rather having to do with the tax
structure of this state. We have to do this on a continuing basis but

I think it would be foolish for this Committee to be sidetracked aiong'
those issues. Note, that if we recommend going to full state éinancing,
all I'm suggesting is that that recommendation is the main issue. We
should not sidetrack‘ourselv?s and say now that we are going to full state
financing, let's go out and do a tax study for the State of Illinois to ‘
decide {f we'll raise the income tax 25% and the sales tax 10% or have

a statewide property tax. These are the kind of issues that I don't think

Fhis Committee would bve wise to gaet into very far.

-
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MC LURE: I think I'm going along with you part way but when you
said that we might not be going beyond the mere fact of saying that
we're going to full state funding, I couldn't agree. I don't want to
say what's equitable treatment of property vs. an income tax base, or
what's inequitable in a sales tax system operated under the full system.
But I don't think that in the field of school finance that we ought to
duck the treatment of the question, or just treat some of the issues.
We can at least survey the question, the full state funding proposition
in terms of revenues to support it. Does that mean the state will ob-
tain the property tax or adopt it as & property tax for administration
-and retain £t? If 8o, what will it do with it? I think it would be
quite proper for us to raise questions of this kind. I'm not about to
duck the field of taxation. In the field of educational finance we
were told twenty years ago to stay out of taxation. The tax experts
ought to talk about that. Some of us disagreed and have become about
as expert in taxation as the tax experts and I think we can't duck it.
I don't want io, as you say, get into the depth about equity in the
péoperty tax, whether or not the state should take éver commercial
property and leave only househéld property or residential property. I
don't think , at the moment, we need to decide precisely how far we are

- going to treat this property tax issue. Let's not get into a fight over
what constitutes an equitable tax system. I am not willing to just go
up to that point an;ﬁjust drop it, however, I think we would make a

great mistake if we did that.
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STRONG: 1'11 agree that that is the tail end of the chain. The first

thing we ought to be attacking is what we want to do and vhat do we have
to do. Second, what do we think the method or the methods are to
accomplish what we want to do. Then we might want to say, "Okay, waat

are the options on funding that thing." We might at that point say, "Well
option A looks like these funding options are a little more feasible. If
you go B, I can see a pretty significant difference." In short, if you
go full funding and decentralized local decision making, what kinds of
options do you have open? I think it's the last link in the chain. We

should get away from that for the moment and back to where we're going.

HEINS: I don't think we have any disagreement. I think that it is
more of a matter of emphasis. I1'm not suggesting we can't deal with
these funding questions. But if we do, I want to avoid, if possible,

; getting sidetracked cn some of the details of the funding that would be
put upon us by people who are not interested in finéncing schools, whose

f interests are taxpayers trying to reap whatever advantage they can get
out of us for the particular group of taxpayers they represent. Thgt's

« all, I don't think there-is any disagreement.

BURNHAM: It seems to me that you are saying is that we need to go

far in our deliberations to determine what is politically feasible.

We've got to know enough about potential tax structure and effects and

.

consequences to decide what is economically and politically feasible.
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HEINS: Sure, here is an example. Suppose we .decided in favor of
option A. We were going to recommend that. There are two options
that we would support and each oné of those would involve, in our esti-
mate, increasing state revenues by $400 million per first year, $600
million the second year and so on, by some process. Then we might sit
down and say what kind of ways the state can come up with this kiad of
money. We might recommend that the state adopt a statewide property
tax of one kind or another which would generate so much of the revenue
and the rest would come out of the general fund of the state which would
involve an increase in the income tax and the sales tax by such and such
, an amount. We might spec:’mfy those kind of things. I think that would
certainly be appropriate for us to do as we go down “he pipe. I don't
think there's any problem with that. I suppose 1'd like to say that we
would do the kind\ of thing that they recommend in New York, which is
freez:{ng the property tax rate and then ultimately, as time passes,
force the state to make up additional amounts out of other funds of
taxes. We could talk about that too at that stage. But I'm talking
about the details of the taxes that ‘I saw emerge last time. Maybe
.we're way overworking it. Maybe I'm wrong in my estimate that we will.

be pressed to take up some of those matters.

"MEMORANDUM TO THE SUPERINTENDENT'S ADVISORY COMMITTEE ON SCHOOL FINANCE "
Dr. William McLure

.

MC LURE: I tried to lay out here in a few charts what I think is
the ‘direction in which this will be operating. I've indicated five
; alternatives as varying degrees of equalization from where we are up to

EMC as full and absolute équalization as anybody could conceiveable define it,

4~ — - e e — — o - - - e e - - - -
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by any measure of need that you might use or by any expenditure level
Per unit that you might define. One thing that bothers me about the
dicussions of the Serrano case is the talk is all in dichotomous terns.
I don't think of problems in such terms. I think our ‘task ought to be
to lay out some propositions along a continuum. I grant that we could
take one position and go with that and not tell the public about the
others and what we've thought of them or the extent to which we've
explored them. My own bosses are in favor of packaging up four or

five alternatives and then getting all the justification and explanation
or consequences, if you will, of adopting one.

I think that when we talk about equalization, it is a relative

" matter as we use it traditionally. As I see it now, I would say this

on a matter of measurement of need on a basis for equaligationm, I think
that's a place where we have to start and the concept of equalization
is no better than your position of measure of need and justification
for it. All I have to say on that subject is what I wrote in that
Chapter 6 of Volume 5 of the National Educational Finance Study. I
really don't care to rewrite that for this Committee. I wrote that and

it's available.

MC LURE: I want to comment on that very briefly. I am amazed really
that they are willing to put all the eggs in one basket on that measure.

The measurement people have not been able to get us much more than stan-

[

dardized tests. I have read their report. They talk about post and pre

relative measures of achievement. They talk about the scores for the

distributTon of children that range all the way from a very low level to

_a high level, What they are really trying to accomplish, I would esti~-

mate, is to put more money in the areas‘bf lower pupils on the presumption

VY
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that lower scores are made by pupils from disadvantaged homes, lower
income families, families of parents with low education. You are
operating here what I perceive is a kind of crude measure of distributing
money. Then we have to estimate the system's needs in terms of personnel
and other resoureces to deal with those characteristics. If a school
system has a high concentration of children with lower than the national
or state norm, you identify these needs on the basis of taking those
factions that will count or taking into account what you do in order to

have this system to deal with them. The extent to which you can make

prescriptions and the programs which you may prescribe are limited by the S

funds available and the state of the knowledge in the profession. Laying
this aside, I would certainly say that our state aid system is just a
little pregnant. In other words, In Illinois we have less disparity
between the lowest expenditure districts and the highest than we would
have if there were no state aid. There is a considerable amount of
equalizing upward or reduction of disparity between the lowest and highest

and this is part of the concept of equalization. As we move from the

- lowest toward the highest, we reduce the ratio among'the principle dis-

tricts. I'm not 8o much concerned about the extremes. I know that they
exist, but nonetheless keeping in mind that few districts are ext&emely
high or extremely low. In all probability, if the state could reorganize
these districts the whole profile would look very different. My feeling
is that in a study like this, we probably ought to start with a status
quo of where we are in order to deal with the whole treatment of the
subject. I have indicated a chart here which gives a very rough picture,

about 51% of the support is from local money, most of that property tax

‘as you know. I divided the chart to illustrate the principles we will
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have to deal with. The local mandated portion, that is, locnl tax mandated
by the state, is represented by LM; the local leeway portion by LL. at
Present we have more of the local money in the local leeway portion than we

do in the mandated portion.

HEINS: One question I have, Bill, your limitation of local leeway in

the third model, could one not bring that In earlier?

MC LURE: Well, I did in Chart 2. One issue we will face is what to do
about 1972-73. Actually the local mandated amount could be raised to $1.25
per unit district. Some corresponding change from the dual districts.

If we're going to move tn a different unit of need, one alternative might

be to substitute WADM next year immediately to get the concept of membership
established in a somewhat small step, although it wouldn't be entirely small
for Chicago. That's at least one consideration or the strong argument on the
other hand not to do that, but because it would be confusing to adopt WADM

one year and then a year or two later to go to such a cost differential measurc
as I have suggested in Alternative Two, which I would be prepared to argue
would be 2 more defensible measure. If it was decided to do nothing in 1972-73
that step would be omitted. I think we would be prepared to go to Chart Two

or the second alternative. You will notice that each step that I'm shggesting
is the kind of approach by which we gradually increase the mandated local
portion and reduce the local leeway. These things work together. I think
you've got a complex combin;tion of things. You've got a wide distribution.
You've got a clustering which you've suggested to get at and index, but there
may be another one equally as good, ie have a different approach in the
National Educational Finance Project which gets at a degree of equalization.

Any index of equalization might be worth trying. The third alternative would




that would certainly reduce the Gini Index, any step would do that as a
matter of fact. You will notice that I have in these alternatives made the
assumption that we would be expecting the Federal participation to improve
to about 25 or 30 percent, 30 percent ultimately. ‘This is a position, a
valued position. Whether or not we want to take it is up to the commit%eg.
I don't see how we can do ctherwise. As a matter of illustrating what might
be accomplished. Charts 3 and 4 have two parts of the basic propositions.
Chart 3 would allow some local add-on with the yield of the tax being just
vhat the local district produced. Chart 4 would be an add-on of an equal-
ized nature so that a poor district could generate as much resource as the

wealthiest district.

HEINS: I have in mind here a foundation two formula, a foundation

formula and a resource equalizer operating above it.

MC LURE: Yes, that's what it would amodnt to. Actually you could
devise a formula which would start by treating all local money as a resource
equalizer. As I take it, Serrano is more concerned with ejualizing the po-
tential resources of the district than generating tne actual resources. It
really didn't say they would have to be equal, but citizens have to have a
choice for generating equal resources. We don't know whether the courts
would require the equal amount. Neither do we know whether the courts would
require equal amounts per inatruc;ionaljunit.

N

HEINS: There is a recent decision in New Jersey, Robinson vs. Hill,

in which the courts did look upon a resource equaliger. It would be fair to

say that the Court looked favorably upoh cﬁi.. It's complicated because they
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MC LURE: The Michigan case is one where the governor is auing‘a class of

local districts and where he is specifying the equal amount of expemditure

per pupil, 1If that case is tried on the facts and it is proved that an eq»1il

.amourit per pupil results in a better quality of education and if they are

forced to use their test scores as they have in their quality progrem variation

in the state «{ Michigan, it's going to be very interesting to see what happens.

OOHEN: Do I assume correctly that Serrano, at least, is saying that local

leeway can't be based on a question of the resources available in each district?

N

WISE: That would be my reading of Serrano.

.SQEEE‘ Local leeway 18 not ruled out, but this kind of local leeway i~

- probably ruled out.

MC LURE: Unless it's very, very small, then we might say that g diffarwice
isn't tolerated. But we don't know that. I worn’d guasa thst they weuld ~r-apt

Chart 4 but not Chart 3 by & strict interpretation.
COHEN: How does Chart 4 work again?

BRADSHAW: You've got two things, the state could either take over and
adopt all property tax up to some level and collect it for schools ar it sould
abolish it and leave only the 50¢ tax rate. There's a common rate for all.

Every buck whether it'as over and above the state level, it's a state flat greut.

Mude up 1if 1t's under and tossed into the pot if it's over. Is thst what it is?
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MC LURE: You can see that it's a state grant. The state takes over

property taxes. It's equivalent if it's azandated. If they keep the portion

mandated, it's gtill the equivalent of a flat amount per unit. You could go

into Chart 4. You could add on that third level. "The third layer which would

look like Chart 3 except that it would be squeezed down. An example here might

be to say in Chart 4 that the state would put in 45 percent. They might put in

450 dollars into every district for every pupil. The Feds would put in $250

and t-: local leeway in the particular district that we are talking about here,

they might put in $5 whereas the state might put in $25. A wealthy district

might put in $25 with the equivalent tax rate and the state would put in only

five dollars so that we would have equal access to dollars. Dr. Bradshaw is

talking about putting a vesy large grant underneath the whole operation before

you begin it.

BRADSHAW: Is that your model, Bill? With a big grant?

MC LURE: Yes, I use 700 dollars-as- the -amount .that would provide a basic

education and then have the leeway heyond.

BRADSHAW: How does that sweat it off there at the end? I see the word

power equalizing doesn't mean anything. For every penny of yield your going

o get $2.41. If your local tax rate multiplied by assessed valuation doesn't

yield it, you get it from the state. If it yields more, you throw the money

.

in the pot.

MC LURE: I did not try to distinguish in Charts 3 and 4 between the issue

of retaining the property tax and mandating at a uniform rate amount or having

the state take it over. It seems to me that this is a political question.
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If the state takes it over then the amount collec’ed locally would be obscure.
Just like toduy, the amount of income tax collected for schools is collected
by the state end returned to the district. A very small zzount of that is
collected fiom the wealthiest district and sent to the poor districts.

In closing I would say that is ressonable for us to present some potential
steps which might be considered for the state to move in the direction of
Alternative 5 to some degree and leave open the queztion of how far it would

g80. This after all is a decision I presume the courts will make.

"SCHOOL FINANCE EQUALIZATION LAWSUITS: A MODEL LEGISLATIVE RESPCNS&'®
Dr. Arthur E. Wise

WISE: I think a key question is how fast the state will be required to
move. I think it's pretty clear to you that I represent a rather extreme

position, a position which can be arrived at in one of two ways. Firstly, out

-

of a set of value preferences vhizh was discussed earlier. Or secondly out
of a reading of the U.S. Constitution and relevant parts of state constitu-
tions. I arrived at the same place both out of my value system and out of
my reading of the federal constitution and the state constitution. Apparently,
the cases have begun to unfold, there has bren the feeling on the part of a
number of judges that the constitution of the linited States and state conati-
tutions require greater equity in the manner in vhich we support schools.

There 1s no substantial difference between the Californiz .iecision and sub~
sequent decisions in Texas and Minnescia. I think a new ingredient is injected
by the New Jersey decision. The earlier court decisions were pretty much
concerned, much more concerned, I would tay, with taxpayer equity than ejuity
for children. The proposition that the quality of education may not be a’

function of wealth other than the wealth of starte a3 & whole is more a decision




about taxpayers than a decision about children. To be sure there are

some consequences about the amount of money for that children would
receive. There are some tremendous inconsistencies in these cases, some
of which would lead me to believe the courts said some things they didn't
want to say. In any case, what the court was about there was establishing
a basis for power equalizing. They attempted to use, they were thinking
they were using, a legal theory which suppnrted power equalizing. The
taxpayers are to be taxed equally at any given level of educational
standards. This requires a greater amount of state effort, state partici-
pation. 1t does not lead to, one has to be clear as to what one means,
full state funding. The New Jersey decision is of a different order.

i think the judge is talking not only to the taxpayer, but the quality

of educational opportunity begins to be crudely defined as equal standing '

for pupils. I don't think that is necessary or desirable unless there is

a way it seems to be brought about by many people.

"The New Jersey system of financing public education denied

equal protec.ion rights guaranteed by the New Jersey and

Federal constitutions. Education is one of the most impor-

tant functions of state government. An educational oppor- |
tunity for the state has undertaken to provide them is a |
right that must be made available to all on equal terms. |
Education is a fundamental interest vital to the interests

of every citizen. Lines drawn on the basis of wealth or

property like those of race are traditionally disfavored.

Thus, where fundamental rights are asserted under the equal

protection clause classifications will be closely scrutinized,

etc."

I think it points toward a system that not only equalized the revenue
raising function, but also equalizes educational standing. The impér—
tant feature of the N;w Jersey denision ie that it is based upon the
New Jersey constitution. This is not so in the other case. If this
case was affirmed by the ﬁey Jersey Supreme Court, as most people

believe, it will be the law of the land in New Jersey, irrespective
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of what the United State Supreme Court will do. We may be seeing

some rather immediate implications of one of these decisions at least.
Many other people who are organizing suits are arguing that the system
violates the state constit ation.

I could go on about the difference here, but I think I would, just
like for a couple of minutes, to talk about the plan that we proposed in
”New York. Marylend, of course, is a kind of ideal state, a textbook
‘model one might say for considering these kinds of questions which we
\ﬁave been dealing with. It has a small number of school districts and
relatively moderate variation in spending characteQistics. We were asked -
_by a group- to advise them on a new system of school finance in Maryland.
We did not follow the route that was decided upon by Mr. Benson, elthough
we think we have designed a system which would have yielded the same
results. What we proposed was a free spending in the highest spending
school- district in a period of three years so that per pupil expenditures
in Maryland will be equalized to the level of Montgomery County, the
highest county. Some flexibility would be allowed after that, The
effect of that would be to increase very dramatically, especially in
Baltimore City. I; would be An increase of several huﬁdred dollars of
spending from state and loéal funds which would result in 3 or 4 hundred
dollars in additional money for Baltimore City and in some rural counties.
We would propose that on top of that Title I of khe Secondary snd Elemen-
tary Education Act be alloca;ed-in aggition to state and local funds
‘which wbuld'begin to rever;e the spending pattern that we have developed.
Let me just stop here and talk aBouﬁ how we have defined full state
funding.‘ There are gsome differences between it and some of the earlier
definitions. The system which we designed for Maryland meets the

New Jersey test, I would say, as well av the California test. It meets

! B . L . R
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this definition of full state funding, but I think that there are

some other definitions, other systems which will equally meet the
definition of full state funding.. Our concept calls for a state
finance system which brings to bear all the state's education tax
rates on the education of all children in the public 8chools of that
state. It calls for equity both in educational taxation and educa-
tion resource allocation. It requires that educational resource al-
location not depend upon where a student lives, what his parental
circumstances are, or how highly his neighbors value education. It
avoids the specious state-local distinction i the generation of
educational revenues. All taxes raised for education are, in fact,
state taxes. The definition clearly accommodates a variety of educa-
tion§1 resources allocations schemes for educational taxation. It's
only essential characteristic, and this is what I. think the courts

are tdlking about, is the aquity in the benefits and burdens of public
education ana I would assert that full state funding, as I have defined
it, is compatible with our system of local school control. I think

everyone believes most people in the United States that local control

~ of public education is a good thing. A thing which should be pre-

served. I think it will be preserved, primarily because people want
it to be. There have beén instances in this country, the State of

Delaware, for example, where the state has provided as much as 90% of

"the revenue of public education. Other states have provided 30% or 503

of the revenue for public education. If any state legislature had
wanted to take over the schools in.those states, they not only had the
legal power, as vested in them by their state constitutions, they have

also had that provided by having financed such a substantial portion
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cf public education. It seems to me that we will continue to have
local control because people want it that way, even if we do change
the way in which we finance public education. What we carnot have
is a system which gives greater amounts of.the state's educational
money to children who happen to come from rich families and lesser

amounts to children who happen to come from poor families.
HICKROD: One question ~ What about a district in Maryland that
needs more money than the 5% variance will allow? Can one conceive

the needs or something that is in excess of this 5% variance?

WISE: I have trouble with any arbitrary figure. The one distinc-

tion between Maryland and any other state is that all of the school districts

are equally divided, that is to say that one does not have any aberratiocns
between the small districts and large districts on the scale. The
problem is not as great when one has a large school district as when

one has situations with small school districts.

MC LURE: Pet’s point out. this fact, though, you've started with
one of the most fundamental consequences of the state's centralization.
Youfve started by making a decision at the state level that you would
limit the free spending to three years. Then you will have to mo%e
a decision what to éo about‘that at the‘time. So what you have done
is started what will occur in many states, shifting the method oi expen-
diture level is determined from the present traditional practice to
either three or five wise men. This is the fundamental difference that

1 think should be pointed out. Ultimately, you would say that we are
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going to decide how much increase everybody gets -and how much’ is
contributed to inflation, cost of living. If, in fact, you are

really equalizing all the things, that money buys.

BURNHAM: How is this control vested in the local government
in terns of expenditure levels come three years in the Maryland

Plan?

WISE: Under this plan, présumably, the state would allocate to
each school district a b;ndle of money for the num?er of kids in that
district in Maryland. The local school district would then be treated
to whatever seems fit for the education of its children. In fact,
one co&ld argue ‘that the local board of educatioﬁ will have greater
power thén~they have now, since they don't have to worry about money
any more. The§ have to worry about education.

There is a definite direct contradiction between a system which
guarantees equity and a system which allows the local leeway. My reading

of the United StatesConstitution, however, would suggest that there 1s

_one of these values which is ﬁreemineng. It is that equity is pre- -

eminent when one is dealing with a public function. Liberty and equality
have both played an impo;cant part in our nation. Except: when on~ is

dealing with the liberty of a local school district, or the local

‘ governing body. However, the constitution has been construed to require

equity for individuals and this 1s what leads necessarily to some form

of state financing.
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HEINS: We are talking about gray areas. 1 c&ﬁld bring a suit in
front of a court to .take any particular kid away from his parents simply
because he was born there without a legal subscription of his birth. I
could plausibly come along and raise the cuestion of a child's educa-
tion in his ultimate development. How would we evaluste the family
who raised him; the school he belongs to? If you're going to tzlk about
equal opportunity or fundamental rights under the constitution within a
family setting, these kind of issues arise too. Which are the value;
we hold highest and how.are we going to balance them off in some sense?

There is one point‘I'd like to make and that is this question of
equity among taxpayeté. You .are really on hard ground, I'll give you an
example. You take some guy who moves close to his factory. It's a lousy
place to live but he goes there because he pays $100 a year property
taxes and he paid a certain value for his house. Now you're going to
“come along and re~finance education. You are going to increase his taxes
five times and take away a quarter or a third of the value of his house.
You go and talk to him and explain to him what equity is. This whole
question of equity on a tax bas; is a very complex and difficult question.
It's not true that when everybédy pays the same tax rate on a house, that
there i8 an equitable situation at all. When you open this whole question
of equity in the face of the fact that people haye made property commit-
ments because of the tax structure, this equity business becomes very
”:Quicklf muddy. I don't think that it's a safe presumption at all that if
we move .to a statewide ptope;ty tax with uniform rates that suddenly we |
can get at equity. I don't think that it's necessarily true At all. We ,
might find some wholesale realignments. You will have some people who are

going to win bundles and some people who lose bundles. It may be the

right people winning and it may not be. " Once you get into this whole

-
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