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CHAIRMAN

REP. MANNY BROWN
VICE-CHAIRMAN

MICHAE L HARDéH
Governor Patrick J. Lucey EXECUTIVE DIRLE FOR

State of Wisconsin
State Capitol
Madison, Wisconsin 53702

Dear Governor:

The Governor's Task Force on Educational Finance and
Property Tax Reform herewith submits its report and recom-
mendations, with the request that it be accepted and that
the Task Force be discharged.

The Task Force first met on January 28, 1972, a meet-
ing which you attended. Since that time, it has met
monthly. Attendance has been excellent, and the partici-
pation of the wmembers has been well-informed and active.
Several subcommittees have met separately to prepare
specific recommendations for the Task Force. The Task
Force during the month of October conducted 6 well-attended
public hearings at different locations. The recommendations
attached represent the well-considered judgment of a vast
ma jority of the members,

The members of the Task Force have asked me to convey
to you their appreciation for the opportunity to serve in
this challenging and important endeavor. They also wish to
convey their appreciation for the services provided by
Michael Harder, Executive Director, the members of his
staff and the various state agencies which have cooperated
in providing the information which has been essential to
its work.

Yours truly,

/€242?€ /fﬁ,,ﬁgr%ﬁégﬂ

Ruth B. Doyle
Chairman

RBD/dc
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NOW, THEREFORE, I, PATRICK J. LUCEY, Governor of Wisconsin, do
hereby create

THE GOVERNOR'S TASK FORCE ON
EDUCATIONAL FINANCING AND PROPERTY TAX REFORM

and charge the Task Force to:

1. Re-examine the whole base for financing public elementary
and secondary education in Wisconsin.

2. After careful consideration of alternatives, make recom-
mendations for shifting the base of elementary and secondary school
funding from the local property tax to other means of public support,
thevefore eliminating the disparity of educational opportunity and tax
burden in our state caused by the financial discrimination inherent in
our present property tax system. '

3. Incorporate the recommendatiouns in a fipal report which
will be submitted within one year and which will include, but ot be
limited to, proposed legislation for the 1973 legisla tLve session to
enact state policy proposals by the Task Force.

I+ order to fully carry out its charge, the Task Force or any
committee theveof may hold public hearings and request all interested
parties to testify and submit data. The Task Force will also have full
authority to conduct independent research, publish interim and final
reports, contract for services, accept grants and services and do whatever
else might be required to complete its task. The staff support will be
coordinated by an executive director who may request the cooperation of
other state agencies as needed in support of the Task Force.

IN WITNESS WHEREOF, I have
hereunto set my hand and
caused the Great Seal of
the State of Wisconsin to
be affixed. Done at the
Capitol in the City of
Madison this 28th day of
January in the year of our
Lord one thousand nine

dred and seventy-two.

PATRICK §. LUCEY
GOVERNOR




I. INTRODUCTION

On January 7, 1972, Governor Patrick J. Lucey established by Executive
‘Order the Task Force on Educational Financing and Property Tax Reform. The

text of the Executive Order follows:

EXECUTIVE ORDER NO. 29

WHEREAS, the education of our children is the basic foundation
on which an informed and involved society rests; and

WHEREAS, each child has the right to equality in educational
opportunity; and

WHEREAS, the present reliance on local property taxes as the
primary source of revenue for public elementary and secondary school
expenditures denies this basic right by fostering fiscal discrimination;
and

WHEREAS, the present system of financing public education
creates wide disparities in property tax burdens throughout the state
and makes the quality of a child's education a function of the wealth of
his parents or community; and

WHEREAS, the soaring property tax burden in recent years has
created tremendous pressure on the financial resources of individuals
and districts and has further undermined the ability of the locale to
provide necessary educational opportunity; and

WHEREAS, the weight of property taxation has become intolerable
to the general public, to the development of business and to the func-
tioning of local districts and governments; and

WHEREAS, the disparity in property taxation has come under
attack by court rulings in other states and bty the initiation of court -
action in Wisconsin; and

WHEREAS, the courts have clearly indicated that the use of the
local property tax for education financing violates the equal protection
requirement of the 1l4th Amendment of the United States Constitution; and

WHEREAS, such court rulings have added urgency to the long-
overdue need to end the disparity in educational financing and opportunity
inherent in our present system;




4.

T~
other bases of support,

Each of the recommendations has been prepared with these three tests
clearly in mind:

Does it provide properly for education?

Does it contribute to equalizing opportunity?

Does it provide property tax reform and relief?




Membership on the Task Force included 47 people, representing
various segments of the population of Wisconsin: educators, members of
school boards, representatives of citizens' groups, labor, students and
legislators.

The recommendations which follow recognize the responsibility given
to the state by Constitution and statute to provide educational oppor-
tunity at public expense. The Constitution states (in Article X, section 3),
"The Legislature shall provid; by law for the establishment of district
schools which shall be as nearly uniform as practicable. . ." Wisconsin
Statutes, 121.01, "It is declared to be the policy of this state that
education is a state function. . ."

Thus, the Legislature is responsible for the existence and'boundaries
of school districts and for the establishment of school boards. Further,
the Legislature provides‘partial financial support at the same time that
it gives school boards the power to tax property for the support of the
schools. |

The Constitutional provision that district schools shall be "as
nearly uniform as practicable'" provides a hisgorical basis for the concern
with equal educational opportunity.

The Task Force has been concerned that education should be well-
supported in Wisconsin. It has been concerned that the benefité of our
educational system shall be equally available to all eligible citizens and
that the accidents of residence not determine the quality of the educational

experience. Further, it has been concerned that the burden of educational

support be eased and shifted from its dependence on the property tax to




II. SUMMARY OF GENERAL RECOMMENDATTIONS

The School Financing Plan

1.

We recommend that every school district be guaranteed the same
wealth base as measured by property value for each pupil. This
means that for all districts, regardless of their local property
value, equal tax effort will raise equal dollars for education.

School spending controls are recommended to ensure immediate
property tax relief and in the future to reduce spending dis-
parities among districts in order to provide equal educational
opportunity.

In order to provide the school property tax relief, we recommend

that the state should provide funding sufficient to reduce the

local property tax rate to a statewide average of 15 mills until

the property tax yields $750,000,000, after which $750,000,000

will be the maximum which the property tax should provide. The
effect of this recommendation-is to provide a declining percentage

of dependence upon the property tax and a declining property tax rate.

The Task Force recommends the expansion of aidable costs to
include interest and principal on long~term debt, and capital
outlay included in annual budgets.

To ease the transition from reliance on.a high wealth base per
student to an equalized wealth base, a two-year period of ad-
justment is recommended.

Minimum Standards

6.

In order to provide equal educational opportunity, the Task
Force recommends that the statutory minimum educational standards
be updated.

- Special Needs

7.

The Task Force recognizes that certain children require educa-
tional opportunities which cannot be met by the resources provided
by the equalization formula or by existing categorical aids.
Therefore, it is recommended that adequate funds be allocated

for a statewide program to meet this need.

The Administration of the Property Tax

8.

To provide property tax reform, the Task Force recommends that
ultimately there be established a statewide assessment system.
Progress toward that goal will be provided by the establishment



O

ERIC

Aruitoxt provided by Eic:

of uniform state assessment standards to be applied by county
assessors trained and certified by the state.

Individual Property Tax Relief

9. The Task Force endorses the principle of individual property tax
relief, so that the lower income families receive the greatest
percentage reduction in property taxes.



ITI. THE METHOD OF FINANCING SCHOOLS

The Task Force makes five general school financing recommendations

which will provide equality of educational opportunity and property tax
relief. The following sections describe the proposed changes in the
present aid formula.

General Recommendations

1. We recommend that every school district be guaranteed the same
wealth base as measured by property value for each pupil. This
means that for all districts, regardless of their local property
value, equal tax effort will raise equal dollars for education.

2. School spending controls are recommended to ensure immediate
property tax relief and in the future to reduce spending dis-
parities among districts in order to further equal educational
opportunity.

3. 1In order to provide the school property tax relief, we recommend
that the state should provide funding sufficient to. reduce the
local property tax rate to a statewide average of 15 mills until
the property tax yields $750,000,000, after which $750,000,000
will be the maximum which the property tax should provide. The
effect of this recommendation is to provide a declining percentage of
dependence upon the property tax and a declining property tax rate.

4. The Task Force recommends the expansion of aidable costs to
include interest and principal on long-term debt, and capital
outlay included in annual budgets. '

5. To ease the transition from reliance on a high wealth base per
student to an equalized wealth base, a two-year period of adjust-
ment is recommended.

A. The Property Tax

The role of the property tax is evident in all aspects of educational
financing at the elementary and secondary level.

The tax is unpopular for a nqmber of reasons. As a result, many
'citizens have turned their attention to reducing school spending. While
the protests have been legitimate, often the outcome has been harmful to

education.




The original basis for taxation of property was probably convenience.
An obvious advantagé of taxing property is that it is visible, fixed in
location and in simpler days, was relatively easy to value. The theoret-
ical justification for property taxes was a combination of two principles.
First, landowners received the benefits of services financed by the tax.
Second, in an era when we paid less attention to intangible assets and
human capital, the amount of property owned was a proxy measure of ability-
to-pay. The taxpayer's present diésatisfaction~is directly related to the
growing reliance on the property tax at the local level.

1. The Property Tax Burden on Wisconsin Citizens

In 1950, property tax revenue in Wisconsin was about $225 million
or 4.5% of personal income. Ten years later, property tax revenue had
increased by 114% to $481 million. By 1970, it jumped another 1457 to $1,179
million or 7.1% of personal income.

Wisconsin's property tax burden is heavier than in most states.
The state ranks sixth in per capita property tax revenues; fourth in
property tax revenue per $1,000 of personai income and seventh in tax
rates on homes.

Appendices A-C give more specific data regarding the overall property
tax burden in Wisconsin compared with that in other states.

2. School Financing and the Property Tax Burden

School financing is the cause of increasing property taxes and ul-
timately a victim of the reaction to these taxes. One reason is that
public education accounted for 8% of the gross national product in 1970-

71, compared to 3.4% in 1949-50, and enrolls in the current year more

ERIC
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than 25% of the citizens of Wisconsin. Schools claim 50% of all property
tax revenues in the state. While other states have supplemented the tax-
ing efforts of local districts with greater state aids, Wisconsin has been
reluctant to éo so. Since 1930, this state's educational contribution has
risen from 17.0% to 29.4% in 1970. This compares with a national average
of 17.3% to 40.7% for thé same period. See Table III-1 on the next page.

In Wisconsin, total operational expenditures rose by 177% ($284.1
million to $785.8 million) from 1961-62 to 1970-71. While student enroll-
ments jumped by 35%, spending per pupil increased from $405 to $830.
During this period, teachers' salaries rose at an annual rate of 10%.

In the last decade, property tax revenues for education increased
by 166% while the property tax base expanded by 78%. By the mid-1960's,
the mill rates began to soar. The average property tax rate for education
rose 6.7% from 1950 to 1966 and property tax rates increased an additional
38% from 1966-1971. The property tax rate for all other purposes rose
only 15% from 1966 until 1971.

In response to this increase, propertyholders have sought to reduce
the provision of public services. Often that has meant a reduction in
school expenditures.

3. School Financing and the Regressivity of the Property Tax

The property tax is regressive; that is, it takes a larger propor-
tion of income from low income groups than from high income groups. (In
the case of taxes on residential property, this is especially true.) As
incomes rise, consumers devote proportionately fewer dollars to housing

and less of an income percentage to property taxes.



TABLE III-1

PERCENTAGE OF SCHOOL REVENUE DERIVED FROM STATE SOURCES 1970

10. State 1970
1. Hawaii 87.0
2. North Carolina 70.9
3. Delaware 70.6
4. Alabama 63.0
5. New Mexico 62.7
6. South Carolinpa 51.6
7. Washington 53.8
8. Georgia 58.7
9. Louisiana 58.3

10. Florida 56.5
11. Kentucky 52.6
12. Mississippi 51.6
13. Utah 51.4
14. Tennessee 49.3
15. West Virginia : 48.2
16. Arizona 47.5
17. Pennsylvania 46.9
18. Arkansas 45.5
19. New York 45.4
20. Michigan 45,1
21. Maine ’ ’ 44,9
22. Alaska 43.7
23. Minnesota 43.4
24. 1Idaho 43.2
25. Texas 42.8
26. Oklahoma 40.8
27. DNevada 39.2
28. Virginia 36.6
29. Maryland 35.2
30. California 35.0
31. 1Indiana 34.9
32. Rhode Island , 34.5
33. Missouri 34.5
34. Tllinois ) 34.4
35. Connecticut 33.1
36. Ohio 31.6
17. Montana ' 30.9
38. Iowa 30.1
39. WISCONSIN 29.4
40. Vermont 28.6
41. New Jersey : 28.5
42. North Dakota 27.2
43. ¥Kansas 26.1
44, Wyoming 25.4
45. Colorado ' 25.3
46. Oregon’ 20.6
47. Massachusetts 20.0
48. Nebraska “ 0 20.0
49. South Dakota 13.6
50. New lampshire 8.5

U.S. Overall : 40.7

Source: National Education Association
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11.

In addition, payments are made from income, but the amount of prop-
erty held determines liabilities. As a result, people on low fixed in-
comes have great difficulty in paying their property taxes.

4, School Financing and the Administration of the Property Tax

People become frustrated with a tax which they regard as unfairly

“administered and take out their frustrations by unduly cutting school

spending. Poor property tax administration inaccurately determines a
taxpayer's liability and ineduitably distributes school aids.

5. Observations on Property Tax Reductions

We have concluded that some school property tax relief is necessary
to preserve the quality of education. However, there are several reasons
why the property tax will of necessity continue to be a substantial part
of the support for education.

The Task Force believes that local control of schools is desirable.
To assure that each community determines its.educational policies, local
school boards must maintain the authority to tax and spend.

The property tax will contribute approximately $1.4 billion to schools
during 1973-75. To eliminate the school property tax while holding the
presently projected expenditure level would require that individual and
corporate income taxes be doubled or the sales taxes be tripled.

In the last decade, school costs have.grown faster than the com-
bined increases in property valuations and in state aids. This has
forced property tax rates to increase. However, during the next biennium,
the Department of Public Instruction estimates that school costs, not

financed by other revenues (federal aid, fees, etc.), will rise
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7% annually, which is less than the expected increase in property valua-
tion.

If the property tax rate drops, high income families will usually
receive the greatest dollar relief. Table III-2 shows that benefits of
a 50% property tax reduction in California would accrue to high income
families. Furthermore, landlords would not be obliged to share this

relief with their tenants.

TABLE III-2

RESIDENTIAL PROPERTY TAX PAID BY INCOME CIASS

Amount of Amount of
Adjusted Gross Residential Tax Relief With A
Family Income Property Taxes Paid 507% Rate Reduction
$ 3,500 $ 377 $ 189
5,000 ' 434 217
6,000 469 ggg
7,000 503
8,000 537 269
9,000 583 292
10,000 629 315
12,000 743 372
15,000 869 435
20,000 1,097 549
30,000 1,543 774
25,000 1,737 869
50,000 2,286 1,143
75,000 2,880 1,440
100,000 4,241 2,121

Sou?ce: California Law Review March 1971, Tables III-B-1, TII-B-2,
pp. 425-432. i .
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Although everyone would experience some relief, low income people
would still bear a disproportionate percentage of the tax burden.
Farmers whose land value appreciates rapidly may find that a lower tax
rate will cost as much in taxes paid as the higher rate on the lower
value did.

6. School Spending Controls and Property Tax Relief

In its determination to reduce the property tax for school purposes,
the Task Force also considered controls on the levels of school spending
increases. Controls can:

(1* Protect the state against exorbitant demands for state aid;

(2) Guard the property taxpayer against excessive property tax
rates; and

(3} Help to assure the equal availability of educational services.

For the past several years, Wisconsin's aid formula has had a spend-
ing control mechanism. Whether this control meets the first objective
is questionable; it simply ignores the second and achieves the opposite
of the third.

Under the current formula, if all districts would double their
spending from this year to next, their aid would not be cut. However,
aid costs would double. As all districts spend more, the average in-
creases. Assuming the device keeps one district from running away from
the pack, it does little about how fast the pack runs.

‘The present control does little to ease the burden of the property
tax. Flat aid districts face no spending restrictions; and low aid dis-

tricts have so little aid that limitations do not discourage them from
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high spending. In both these cases, the property taxpayers are without
protection.

Without an effective control mechanism, tax relief money can be
used for higher school expenditures because it will also be possible for
schools to accept the increased aids, drop the tax rate only slightly
and increase spending. To guard against this, the taxpayer deserves
direct controls on school spending. |

After relief has secured lower property taxes, the public can decide
whether they should spend all, some or none of the relief funds on schools.
Therefore, in the year of the promised relief and increased aids, there
should be a limit on éhe growth in school spending.

The state's present spending control does not narrow speﬁding dis-
paritiesé in fact, it aggravates them. Another section of this report
documents the relationship between the present spending controls and
spending disparities. The Task Force also recommends a permanent system-
of spending disincentives which will rectify this situation.

B. The School Financing System

When government distributes a valuable good such as education,
equitable treatment for all students is essential. At the very least,
equity means the state does not unjustly discriminate against, or in
favor of, some students in tﬂe distribution of educational services.
Those that need additional educational services in order to share in
these rewards shall receive more.

The Task Force is well aware that research in educational achieve-

ment has not specified the relationship between educational spending and

O
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"educational outputs" (usually the measure has been scores on standardized
achievement tests‘. However, the controversy surrounding this relation-
ship does not condone remaining silent about Wisconsin's inequitable dis-
tributioﬂ of educational services. All children are entitled to the
education which will best prepare them for life. The uncertainty of the
dollar's impact on the learning process does not diminish the concern for
equal educational opportunity and an equitable financing system.

Since education involves each child's personal development, defini-
tions of equal educational opportunity are forever a matter of debate.
While it does not presume to end thi; debate, the Task Force is deter-
mined to focus the exchange on certain issues, namely; (1) wealth and
the availability of educational services, (2) the quality of educational
services and (3) the student's needs for educational services.

1. Property Wealth and the Availability of Educational Services

Equal educational opportunity requires that school district property
wealth shouid not determine the quality (in dollars) of a child's educa-
tion. In 1971-73, the state will have spent $462 million in school aids
in the effort to sever the linkage between property wealth and school
quality. This effort is failing.

This failure is not caused by fiscal constraints - equity does not
cost a penny more than inequity. For example, Hawaii and New Jersey
allocate approximately the same dollars to each student. Hoﬁever, Hawaii's
system is a model of equality while New Jersey faces a court challenge of
their finance system. Nor is the system's failure required to preserve

local control; equality and local control can be operational partners.
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The state is responsible for the failure because wealth discrimination
ig permitted under state law. The Task Force declares that there is
still wealth discrimination in the financing system even after the impact
of equalizing aids. A goal of the Task Force is to alter our present
system in such a way that we do have equity.

An Explanation of the Present School Aid Formula

The presentbschool aid formula which was adopted by the Legislature
in 1949, attempts to neutralize the‘effects of property wealth disparities
by guaranteeing a minimum property tax base for every child. This program
moves us in the direction of wealth equalization. If schools had to rely
solely on their actual local tax base which varies in the extremes from
$15,000 to $150,000 per pupil, obvious spending and tax inequities would
result.

By assuring a minimum tax base to all districts, the present school
aid formula offsets some éf these inequities. The difference between the
state's guaranteed minimum tax base (called the 'guaranteed valuation'),
which has been revised upward from time to time by the Legislature, and a
district's "equalized valuation' determines the aid a district receives.
In 1972-73, the ”guafanfeed valuation" is $52,000 of properﬁy wealth per
pupil.

Let us first look at a simplified versiqn of the formula;

1. Cost X (Guaranteed Valuation minus Equalized Valuation)=State
Guaranteed Valuation

2. Cost minus Aid
Equalized Valuation

Property Tax Rate

Compare two districts with $40,000 and $20,000 actual valuation per

pupil, respectively. Both plan to spend $800 per pupil.
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First, for the wealthier district:

1. $800 X ($52,/" =~ $40,000) = $185 State Aid per Pupil
$52,000

2. $800 - $185 = 15.39 mills for property taxes
540,000

Second, for the poorer one:

1. $800 X ($52,000 - $20,000) = $492 State Aid per Pupil
$52,000

2. $800 - $492 =15.39 mills for property taxes
$20, 000

Both districts can choose an $800 program for the same tax rate.
The poorer district receives $307 per pupil more in state aid. From this
it follows that disttricts (below the guaranteed valuation) which choose
the same tax rates can spend the same amount per pupil. (See Appendix D
for a graphical presentation of the formula).

Wealth Discrimination: Modifications of the Basic Formula

The simplified'version of the formula appears tc be equitable but
this is no longer the case. Over the years, the Legislature has adopted
several modifications which have resulted in an inequitable distribution
of school aids. The Task Force discovered that even after state equaliz-

'ing aids, wealth differences caused educational spending differences.

The Task Force's investigation revealed that the state law allows
four distinct ways in which the present aid system discriminates in favor
of the wealthy districts at the expense of the poorer ones. They are:

Discrimination #1: Excess Wealth. The state's financing system

allows property wealth disparities to cause educational spending dispar~

ities. Thirty (of the 436) districts with valuations greater than
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the state guaranteed amount ($52,000 per pupil) possess distinct advan-
tages. For example, a district below the guarantee must tax at 15.4 mills
to spend $800. Another district with $70,000 of taxable property can
apply a 15.4 mill rate and raise $1,078. All districts with valuations

in excess of the guaranteed valuation can exploit this expenditure

advantage, that is;
For any tax rate, the greater the property valuation
per pupil (above the 'guaranteed valuation"), the
greater the educational expenditures per pupil.

Table ITII-3 illustrates the expenditure advantage in another way.
Given a hypothetical 15.4 property tax mill rate, we discover what eight
sample districts can raise for education. The two districts under the
guarantee (Marshfield and Juda) have an identical net operating cost per
pupil. They receive equal dollars for equal taxing efforts. However,
the districts with property values above the guarantee level receive more
for the same effort (ranging from $18 to $1,567).

TABLE III-3

EXPENDITURE ADVANTAGE FOR SAMPLE DISTRICTS

Hypothetical Mill Rate = 15.4 Mills

Hypothetical Expenditure
heeriet  pil.1972.73  Per Pupel For eatthy  §52,000)
Marshfield $ 36,545 $ 801 $ 0
Juda 47,648 801 0
Stockbridge 53,211 819 18
Qloomington 55,860 860 59
Shorewood 59,550 917 116
Green lake 81,907 1,261 460.
Kohler 153,784 2,368 1,567

o Source: Staff calculations based on data supplied by the Department
[E l(: of Public Instruction
oo e
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Such disparities are evidence of the formula's inability to neu-
tralize the effects of wealth.
Districts above the guarantee can take the same wealth disparities

and transform them into a tax advaantage, that is;

For any expenditure level per pupil, the greater the
property valuation per pupil, the lower the tax rate.

Earlier we saw that the wealthy district might raise $1,078 for the
same 15.4 mill tax rate for which others might only raise $800. The same
wealthy district could also have chosen to keep a 11.4 mill tax rate and
spent %ggo. Table III-4 illustrates the tax advantage for seven sample
districts. (The tax advantage ranges from .4 to 10.2 mills). The present

formula fails to neutralize the effects of wealth.

TABLE I11-4

TAX ADVANTAGE FOR SAMPLE DISTRICTS

Hypothetical Spending Level = $800 Per Pupil

District Valuation Per llypothetical Tax Advantage

Name Pupil,1972-73 Mill Rate for Wealthy (»$52,000)
Marshfield § 36,545 15.4 0

Juda 47,648 15.4 0

Stockbridpge 53,211 15.0 A

Bloowington 55,860 14.3 1.1

Shorewood _ 59,550 13.4 2.0

Green lake 81,907 9.8 ‘ 5.6

Kohler 153,784 5.2 10.2

Staff calculations based on data supplied by the Departuent

Source: .
of Public Instruction
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Discrimination #2. Flat Aids. Thirty school districts (of 436)

with an equalized value greater than the guaranteed value, receive no
equalized aid. Instead, they receive flét aids of approximately $76 per
pupil. They are the so-called wealthy districts.. As a result, the flat
aid district which wishes to spend $800 per pupil needs only to raise
$724 from its property base.

Thus, the wealthy district can spend $1,154 (instead of $1,078) for
a 15.4 mill tax rate which is the rate others must levy on themselves to
spend $800. Or it can spend $800 for only 10.3 mills (instead of 11.4).

Discrimination #3. Non-Aidable Educational Costs. The equalization

process applies only to '"met operating costs'". This excludes principal
and interest on debt (which results from building schools), and capital
outlay (capital purchases in the current budget -~ this ﬁoes not include
school buildings), which are financed by local sources of revenue. Since

this wealth base varies from $15,000 to $150,000, the expenditure and tax

advantages regarding these items are enormous. The district with $150,000
valuation per pupil can construct a facility requiring principal and in-
terest payments of $100 per pupil for .67 of a mill. On the other hand,
the poor district can provide the same facility but only at a tax rate
of 6.67 mills. |

In 1972-73, principal and interest payments were approximately $110
million and capital outlay costs $11.6 million. Thus, approximately 10%
of all educational costs are wholly dependent on the local district's
property tax base. Of coursé, this estimate does not fully describe the
resulting eﬁuc;tional ineqﬁity since it does not include the purchases

| poor districts forego because of their relatively low property value.
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The Task Force debated the specific reasons for excluding certain
costs from the equalization process. For example, the state has not
wished to aid local districts' school building programs because such
aid may encourage districts to construct more elaborate and, there-
fore, more expensive facilities. Correspondingly, the local educational
officials fear that state aid'for construction means state control of
building programs.

While these arguments deserve attention, the finance inequities
caused by omitting these items require action. Aiding interest, princi-
pal and capital outlay would move toward equalization of all educational
costs.

Discrimination #4. State Aid Cutoffs - "Cost Controls". 1In an

attempt to avoid allocating ever-increasing amounts to education, the
state has designed a series of maximum expenditures above which state
aid ceases. Districts may’spend above these maxima, but must do_so with-
out state assistance. The aid limitations operate as follows:

There is a variable aid ceiling that depends wpon a district's valua-
tion per pupil. Districts above $37,500 valuation per pupil receive state
aid for the first 120% of the statewide average. Between $31,000 and
$37,000, the aid ceiling decreases by 2% for each $1,000 in valuation per
pupil. Between $37,000 and $37,506 valuation per pupil, the cutoff is
set at 106%. Union high schools and K-8 or 1-8 districts have a ceiling
of 105% regardless of their valuation.

The principle of curtéiling the increases in educational spending is
desirable but the current aid cutoff method is inequitable. "There is no
restraint at all on the wealthiest districts. Only those districts with

ERIC
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valuations below the guaranteed amount must confront the aid cutoffs.
Furthermore, among those districts below the guaranteed value per pupil,
the ability to spend 120% or more of the statewide average is entirely
dépendent on their property wealth.

Consequences of Wealth Discrimination

Research by the National Educational Finance Project ranked Wisconsin
twentieth on its efforts to remove wealth discrimination from school
spending decisions. In 1972-73, the range of spending varied from $599
to $1,506 per pupil. If we discount the highest and lowest five percent
of the spenders, the range closes from $615 to $930 per pupil.

These spending disparities are related to propérty wealth. Table
III-5 illustrates this relationship., The highest percentage in a spending
classification will vary as valuation varies. For example, the greatest

TABLE III-5

PROPERTY WEALTH VS. EDUCATIONAT, SPENDING, 1970-71
(PERCENTAGE)*

Property Wealth

$20,440+ $26,358+ $33,657+

Educational $20,440 to to to Total
Spending and Less $26,358 $33,657  $165,000 (Percentagce)
$693 and

Less 8.73 6.88 6.61 ' 3.17 25.40
$693+ to ' \

$747 7.94 6.35 5.56 5.56 25.40
$747+ to

$801 3.97 6.61 8.20 5.82 24.60
$801+ to

$1,450 4.50 5.03 4,76 10.32 24.60
Total
Percentage 25.13 24.87 25.13 24.87 100.00

*Includes 378 Districts

Source: Staff computations based on data supplieﬁ by the
Department of Public Instruction
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percentage of districts spending $693 or less (8.73%) have the lowest

valuation per pupil ($20,440). Correspondingly, of the districts that

spend over $801, 10.32% have a per pupil valuation of $44,657 or more.
Table TII-6 demonstrates the choice which the 30 wealthy districts

(of 436) can make between an expenditure advantage and a tax advantage.

This table assumes that the wealthy districts had the average valuation
of $38,589 and then analyzes how the present aid formula would treat them.
Under this assumption, we discover what the district's tax rate would

be if the wealthy district continued its present level of spending. For
example, if Lake Ceneva continued to spend $1,167 per pupil, it would

tax at 24 mills. Alternatively, we calculate what the wealthy district

could spend if it continued its present tax rate. For Green Lake,

TABLE 111-6

THE WEALTH ADVANTAGE IN THE PRESENT SYSTEM

Effect if District lhad Average
Valuation and was Subject to
Present Aid Formula
Expend.lossible Tax Rate Required

1972-73 1972-73 If It Cewtinued if it Continucd its
Valuation LIxpenditure Tax in Mills its Precent Tax Present Expenditure
(Col. 1) (Col, 2) (Col. 3) (Col. &) (Col. 5)
Kohler $153,784 $1,806 11.25 $475 40.56
Green Lake 81,907 1,587 18.44 914 34.88
Glendale-ilicolet 80,661 1,663 19.67 936 36.86
West Allis 76,758 1,240 15.16 731 25.89
Wauwatosa 76,055 1,321 16.37 795 28.00
lake Geneva 59,422 1,167 18.35 917 24.00
Oconomowoc 39,874 1,071 21.40 These Districts are Subject to
the Present Aid Formula
Portage 38,469 954 T 18,74 '
Sun Prairie 28,957 917 19,92
Franklin 17,409 1,151 28.55

Source: Staff{ computations based on data supplied by the Department of Public Instruction
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this means a difference of $1,587 compared to $914 per pupil. Note: The
average prqperty value is the total valuation of the state divided by
all t° students. Appendix E shows how the above advantages are related
to the four inequities in the school financing system.

For the reasons stated above, the present school financing system
fails to achieve the goal of equal educational opportunity because it
‘discriminates against the poor, resulting in unequal educational oppor-
tunity and inequitable taxes.

The maintenance of local control does not require the disparities
in spending among the districts with high and low valuations. Equal
spending for equal tax effort will serve the goal of equal educational
opportunity and provide for taxpayer equity.

2. Note on the Constitutiomal Question

The Supreme Court of California and a three judge federal panel in
Texas have held that school financing systems which permit disparities
of expenditure based on property tax value are unconstitutional. The
Texas decision* is currently on appeal to the U.S. Supreme Court and a
decision is expected shortly. The reasons which the various courts

~ have used are easily understood:

(1) Education is a '"fundamental interest'.

(2) Therefore, a strict interpretation of the equal protection
clause of the Fourteenth Amendment of the U.S. Constitution
applies. The relevant part of this clause is, '"No State shall
...deny to any person within its jurisdiction the equal pro-
tection of the laws.' TFor matters which are not a '"'fundamental

interest'", this clause still applies but not so strictly.

*San Antonio Independent School District et al. vs. Demetrio P. Rodriguez,
et. al.
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"(3) There is a discrimination in educational expenditures based on
a '"suspect classification'", which in this case is wealth. Even
after the equalizing effect of state aids, wealthy districts
have an advantage over the poorer ones. This restricts the
educational opportunity of students in these poorer districts.

(4) There is no compelling state interest to justify the discrim-
ination. It is not necessary to protect local control.

(5) Therefore, the discrimination violates the Fourteenth Amendment
of the constitution and the financing system which provides for
the discrimination is unconstitutional. Some authorities
believe most states' school financing systems would be declared
invalid, even if the court does not find education to be a
fundamental interest. They believe that by applying the equal
protection standard more loosely, states' financing systems
may still be declared unconstitutional.

Court decisions have not ruied the property tax unconstitutional;
have not required equal spending per pupil; and have not ordered complete
funding of public elementary and secondary education from state funds.

The decisions of these courts simply say that educational spending

may not be dependent on the relative amount of local wealth. These

courts have not ordered any specific system to replace the existing
financing .iethods. That choice is for the legislature. If the Supreme
Court upholds the lower courts, it probably will not prescribe a replace-
ment system. However, the Supreme Court may rule that wealth-based dis-
crimination is not unconstitutional.

If the Sup?eme Court upholds these arguments, another motive will
strengthen the Task Force's resolve to equalize educational opportunity
and to assure equity for taxpayers.

That resolution, however, stands regardless of the Court's action.
The Task Force will not change its recommendations simply because the

Supreme Court reverses the Texas decision.
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3. Disparities in Educational Spending Caused by Other Types of Wealth

Even when there is equal property value among school districts, other
wealth factors influence the quality of a student's education. There are
two general cases.

a. Income's Effect on School Spending

A thorough statistical analysis by the staff found that family
incomes are cldsely related to educational spending; that is, high
school spending and high personal incomes are often found in the
same districts while the same is true for low school spending and
low personal incomes. (Table ITI-7)

There are, however, certain districts which do not conform to
the above income-spending relationship. Those districts which have
high spending and have low fawmily incomes must sacrifice more of their
income for education than do the people in the high income districts,

A district which has $12,000 income per pupil will spend 6.7% of
its income to raise $801 per pupil while a district which has $7,500
income per pupil must spend 10.7% of iis income for the same spending
level. Thus, the poorer district bears a greater burden. Appendix F
which diagramatically illustrates this is based on a sampie of school

districts.
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TABLE I1I11-7

INCOME'S EFFECT ON EDUCATIONAL SPENDING = SAMPLE DISTRICTS, 1970-71

Median
Valuation Family Expenditure
District Name Per Pupil Income Per Pupil
Butternut 512,998 $ 5,231 $624
White Lake : 18,141 5,473 634
Adams-Friendship 29;586 6,797 640
Wild Rose . 35,612 7,130 648
Gillett 20,440 7,268 652
Crivitiz-Stephenson 28,151 7,273 653
Elk Mound 15,614 7,556 664
Spencer 19,118 7,646 675
Almond 29,671 7,652 _ 697
‘Lancaster ' 25,264 8,687 717
Blanchardville 30,590 8,883 727
Reedsburg 30,672 9,002 748
Brodhead 28,239 9,099 760
Palmyra 29,359 9,352 765
Elkhorn 44,183 9,370 772
Clinton 37,363 9,79 780
Columbus 40,665 9,938 798
New Holstein 40,857 10,209 805
Beloit-Turtle 26,745 10,525 930

Source: U.S, 1970 Census Reports and
.Department of Public Instruction

b. The Effect of Municipal Tax Rates on School Spending

Municipal services are constantly in competition with schools
for the citizen's dollar. Using sample districts, Table ITI-8 demon-

o strates the effect relatively high municipal tax rates have on
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school spending decisions. In some districts, the municipality has
won out and the children have lost. For example, both Germantown
and Bloomer are under the state guaranteed valuation. Yet German-~
town spends $143 per pupil more than Bloomer. Part of this disparity
is because Bloomer pays a higher municipal tax rate .(12.12 compared

to 7.49 mills).

TABLE III-8

MUNICIPAL TAX RATE'S EFFECT ON EDUCATIONAL SPENDING, 1970-71

District Valuation Municipal Tax Expenditure
Name Per Pupil Rate(in mills) Per Pupil
Brookfield $40,726 6.15 $974
Pewaukee 28,366 6.30 924
Germantown 25,320 7.49 871
Weyauwega 36,481 8.57 825
Three Lakes 58,700 9.17 801
Oregon 25,831 9.96 793
Lake Mills 34,952 10.16 769
New Richmond 22,627 10.27 . 762
.Burlington ' 35,245 11.39 748
Bloomer 24,941 12.12 728
New Auburn 20,059 13.33 716
Lena 18,881 13.66 711
De Sote 18,602 14.73 701
Autigo . 20,780 17.46 685
Neillsville 22,626 17.75 667
Superior 22,726 19.24 629
Oconto 18,006 25.78 610

Source: Department of Public Instruction
Department of Revenue
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C. Community Control of Schools and School Budgets

The Task Force favors local control of schools and school budgets
because it believes that a community's residents know best the needs of
their students. For this reason, full state funding of public elementary
and secondary schools was rejected.

Criticisms of local decision-making can be raised. TFor example,
some claim that school boards are not responsive to the needs of all stu~
dents. School finance models which allow discrimination based on wealth
or inadequate educational programs should find no defense in the demands
for local control.

Although the Task Force supports local control of schools, it argues
against unnecessary sacrifice of financial equity for local control. The
financial inequities in the bresent system could also be solved by a pro-
gram of full state funding. Howéver, in its recommendations, the Task
Force chose another plan, which will preserve the vital relationship be-

tween local communities and their schools.

D. The Task Force Proposal for Financing Schools

In order to assure an equal base of taxable property and in order
to maintain control of schools by local communities, the Task Force pro-
poses that the state build upon the present guaranteed valuation formula,
with the added provision that districts which have more property value
than the guaranteed amount will be required to contribute some funds to
the state which will use them as aid to poorer districts. Following sec-

tions propose further expansions of the current guaranteed valuation system.
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1. The Proposed School Aid Formula

The formula by which schools will calculate their aids, or their
contributions to the state, and their tax rates, can be expressed several
ways. During 1973-74 and 1974-75, there will Le two temporary medifica-
tions of the basic system which are described in Sections 3 and 4 follow-
ing. The figures used in the explanation below are estimates for 1973-74.

First we describe the formula'algebraically:

Step #1
Cost or $1,007 (whichever is less) X ($69,000 minus Equalized Valuation)=Aid 1
$69,G00
Step 2
Cost in excess of $1,007 X (542,400 minus Equalized Valuation) = Aid 2
$47,400
Step #3

Cost minus (Aid #1 plus Aid #2) = Tax Rate
Equalized Valuation

Where the actual valuation is in excess of the guaranteed valuations
(369,000 or $42,400), a minus number results from the equation. This minus
number is the amount a district must contribute to the state.

An alternative explanation of the formula is that a district can
spénd at the rate of $69.00 for every mill of tax up to $1,007 per pupil;
and it can spend $42.40 for every mill of tax over $1,007. District spend-
ing determines its tax rate, according to these break-points. Should the
tax raise less than the district authorities choose to spend, the state

-will make up the difference. If the tax raises more than they have chdsen

to spend, they must contribute the excess to the state for redistribution
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to other districts.

Still a third way to express this formula for financing education is
to use the following diagram (Figure 3-2). The left side consists of
spending amounts and the bottom row consists of tax rates. The district
chooses a spending figure and determines its tax rate by drawing a line
to the diagonal and then down to the row of tax rates. After the tax
rate is known, the aids can be calculated as described above. In the
diagram, the dotted line shows how to determine the tax rate if a school

chooses to spend $1007 per pupil. The tax rate for any spending level
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can be determined in the same way. The system will be fully operative
as described above by 1975-76. 1In the intervening years, two slight

modifications are proposed. These are described in #3 and #4 below.

2. Indirect Permanent Spending Control

The two level guaranteed valuation is intended as a deterrent to
excessive spending. It should narrow the gap in spending levels because
after a certain spending level, increases in tax effort will not be
rewarded with comparable increases in spending. This spending control
furthers the goal of equal educational opportunity.

3. Direct Spending Controls to Guarantee Property Tax Relief

To guarantee property tax relief, direct controls on school spending
are necessary. Such controls
(1) Protect the state against exorbitant demands for state aid;

(2) Guard the taxpayer from excessive property taxes.

The direct controls will be a limit on increases in per pupil spend-
ing. The limit will be a dollar amount equivalent to 5% of the 1972.73
average spending per pupil. However, it is recommended that the debt
retirement costs, transportation and new programs for handicapped children
be exempt from this cost control.

Because this control may cause undue hardships in some cases, the
state superintendent will be authorized to allow spending above the

limited amount under certain circumstances. These would include:
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(1) Enrollment reductions of a magnitude that does not permit
corresponding cost reductions in a one-year period.

(2) Unforeseen expenses of a non-recurring nature created by an
emergency, i.e., collapse of roof, boiler breakdown, etc.

(3) Evidence that the cost restrictions will not permit the
establishment of programs required by new state minimum
educational standards.

The Task Force urges that the temporary spending controls not be
interpreted to mean that school boards should automatically calculate
teachers' salary increases they will bargain for based on the limitation.
The committee is concerned that teachers be able to achieve adequate
salary improvements. Bargaining takes place between the local district

and the teachers; this control measure need not lead to statewide bar-

gaining.

4. Two-year Adjustment for Wealthier Districts

The proposed system is equitable because equal tax effort will result

in equal spending. Since some districts with high property values will

have to contribute funds to the state, a two-year period of spending
adjustment is recommended. In 1973-74, districts whicl must contribﬁte
to the state will pay to the state one-third of what the formula re-
quires and in 1974-75, they will pay two-thirds. 1In i975-76, the basic
formulé will apply completely and property wealth will no longer have

any effect on a district's ability to provide educational programs .

5. Expanding Aidable Costs

The Task Force proposes increésing the number of budgetary items
which are eligible for state aid. The present exclusion of capital out-

lay, principal and interest on debt means that these items are entirely
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dependent on the local property tax. Since the per pupil valuation varies
so widely, the tax advantages and spending advantages are enormous. The
Task Force proposes that state aid be paid on the capital outlay which

is budgeted annually and on all debt retirement costs.

6. Mechanism for Continuing Property Tax Relief

The Task Force recommends that the statutes be changed to assure that
the level of property tax relief provided in 1973-75 is not eroded in
future years. Under this proposal, the Legislature will establish the
system for determining the guarauteed valuation rather than determining
the guéranteed valuation as it has in the past. Now the guaranteed valua-
tion is established every two years by the Legislature. ‘When legislative
action does not sufficiently increase the guaranteed valuation, the
property taxes must increase,

The statutes should specify that the average tax rate should not ex-
ceed 15 mills nor should the property tax be required to y{eld more than
$750 million. The Department of Public Instruction should determine the
proper guaraﬁteed valuation to assure that the property tax does not exceed
these limits.

There are no mechanical protlems in implementing this guide. The

Department has both the data and computer resources necessary to deter-

‘mine the guaranteed valuations.

O

7. Selecting Figures for the School Aid Formula

The school financing formula is based on figures relating to school
district valuations, state guaranteed valuations and school costs. The

way they are derived is an important part of the proposal since they
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determine the amount of property tax relief and the effect of the cost

control program. The Task Force proposes that in 1973-74 and in the

years following, the figures for the formula be derived as follows:

(1)

(2)

(3

(4)

""Aidable Costs." All operational costs, minus operational re-
ceipts, plus all budgetary annual capital outlay plus principal
and interest payments on long~term indebtedness are included

in the equalization process. A spending figure consisting of
these items will be the amount inserted in the formula described
‘above.

Costs subject to the temporary spending control. The per pupil
increase in certain costs will be limited from 1972-73 to 1973-
74. The increase will be an amount per pupil equivalent to 5%
of the 1972-73 statewide average per pupil. The limited costs
are aidable costs minus transportation and principal and in-
terast payments. The staff estimated the 1972-73 average of
these costs to be $870, so the permissible increase is $43.49
per pupil.

Costs subject to the permanent indirect spending controls in-
clude all aidable costs, as described previously. The lower
of the two guaranteed valuations will apply to all costs in
excess of 107% of the previous year's average of these costs.
The staff estimated the 1972-73 average of these costs to be
$941. Therefore, all costs in excess of 107% of this amount,
or $1007, are subject to the lower guaranteed valuation.

Total state aids will be based on total educational costs and
on the property valuation of the state. In 1973-75, it is
estimated that total state aids will be $272.21 million more
than in 1971-73. They are calculated as tollows: All school
costs in 1973-74 are $1.03 billion. Fifteen mills times a
valuation of $44.4 billion equals $665.9 million. Subtracting
that amount from school costs leaves $364.49 million to be paid
by state aids. Calculating according to the same process for
1974-75, using $1.098 billion in costs and $48.55 billion
valuation results in a state aid amount .of $369.72 million.
During the 1973-75 biennium, these total $734.21 million. This
is a $272.21 million increase over the $462 million distributed
during 1971-73. This same process should be used to calculate
aids in the future until the valuation of the state exceeds

$50 billion. At that time, 15 mills will yield $750 million.
After that, the above process should use that amount rather
than the product of 15 mills times the valuation of the 'state.
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(5) Calculations of guaranteed valuations. The lower guaranteed
valuation will always be the average property valuation per
pupil in the state. This is computed by dividing the number
of pupils in a year into the total property valuation of the
state. The higher guaranteed valuation is set so as to dis-
tribute the desired amount of state aid plus the payments from
school districts. The desired amount of state aid will be an
amount sufficient to maintain a 15 mill average property tax
or a $750 million yield from the property tax calculated as
described above.

8. The Prqéosed Formula Meets the Goal of Equal Educational Opportunity

Financing public schools accordihg to this formula removes the effect
of local property value on districts' ability to provide an educational
opportunity for their students. It is estimated that 30 of the 436 dis-
tricts will be required to contribute revenue to the state. These dis-
tricts will pay widely varying amounts depending on their equalized
property valuation per pupil, (Appendix G). The requirement for pay-
ments to the state from the wealthy districts is necessary to guarantee
an equal property tax base for each child in Wisconsin. Failing to re-
quire such contributions would result in:

(1) Unequal educational opportunity and taxpayer inequity. The

wealthy could buy more educational services with less tax

effort and probably would doso; and

(2) An increase in state taxes to pay the higher costs in the
wealthy districts; Or, '

(3) An increase in local tax effort if the state refuses to pro-
vide additional aid; Or, :

(4) A cutback in spending in the poorer districts if the state:
does not provide additional aid.

9. The Proposed Formula Meets the Goal of School Property Tax Relief

The Task Force chose the above figures because they will distribute

enough state aids so that the average mill rate for education will drop
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from the 1972-73 level of 18 mills to a projected 15 mills in
1973-75, and declining amounts thereafter. Twenty-four districts in the
state will experience an increase in property tax rates from their
present unusually low 1eve1§ and 404 districts would have.their property
mill rates reduced. (Appendix H)

Applying the above system to the anticipated spending for 1973-74
will cost the state $365 million. Total spending for education in 1973-74
minus receipts, i.e., fees, is expected to be $1.03 billion. Property
taxes will produce $665,922,000'for education. The property valuation in
1973, the year in which the property tax incurs these costs, is expected to be
$ 44,394,800,000. Since the required property tax can be raised by a rate
of 15 mills, the objective for immediate property tax relief is accom-
piished ($665,922,000 = $44,394,800,000 = 15 mills). In the second
year, the same method of calculating will be used and the property tax
resulting will be 15 mills. Theréafter, the tax rate will decline be-
cause there will be an ever-increasing property tax base available to
raise the recomménded $750 million.

E. Total Costs of the Task Force Proposal

The total costs in 1973-75 for the school aid formula are estimated
to be $272.21 million over 1971-73. In addition, the Task Force is recom-
mending a program costing $30 million annually for the speciél needs of
disadvantaged students. This program would begin in the secénd year of
the biennium. Thus, the total costs for 1973-75 are $302.21 millien.

In the future, the costs will be based on the amounts necessary to

preserve an average .15 mill tax rate or a $750 million property tax yield
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plus continuing the program for special needs.

F. Raising Revenues

The Task Force believes that state taxes need not be increased to
meet the costs of these recommendations for 1973-75. After 1975, the
percentage increase in costs to the state will nof: exceed the percentage
incgease in school costs.

For 1973-75, the Task Force recommends thatﬁstate surplus estimated
at $138.5 million plus the $169.9 million in federal revenue sharing and
$36 million of the $464 million projected growth in revenues from existing
tax systems be used to finance the Task Force's proposals.

If further property tax relief should be granted, or if the esti-
mated revenues do not materialize, the Task Force recommends considera=-
tion of the following three tax plans. Each would raise approximately
$110 million biennially. Plan 1 focuses on the income tax, Pian 2 on the
saiés tax and Plan 3 proposes increased business and gasoline taxes. Each

plan is intended to minimize tax increases for low income individuals.

1. Plan 1 - Income Tax

A modification of the income tax which would raise $110 million bi-
ennially provides for a proportional increase in each bracket rate and an
increase in the éersonal exemption credit to $20. The effect of the
changes is to leave the progressivity of the tax structure essentially
unchanged, although slighly improving the treatment of low income tax-
payers. A $20 personal exemption credit would enable a family of four

to earn $3,420 for 1973 before incurring a state income tax liability.
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2. Plan 2 - Sales Tax

An additional $110 million could also be raised by raising the sales
tax rate to 5% and creating a refundable $15 personal credit which would
relieve the burden on low income households. 1In fact, the credit would
reduce the sales tax burden on low income families and lessen the regress-
ivity of the sales tax.

3. Plan 3 - Increased Business and Gasoline Taxes

A third alternative for raising $110 million biennially involves
extending the 4% sales tax to gasoline and either raising corporate tax
rates in all brackets by 15% or raising the gross earnings tax paid by
some ufilities in lieu of property taxes. In the time since the gross
earnings tax rate was established, property tax rates havé risen by more

" than 50%. This alternative would concentrate the increased taxes on
automobile usage and businesses although increased taxes on telephone

companies would probably be passed on to customers.
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4. CGuidance and counseling service for all (K-12) students in
accordance with DPI's standards. Present caseloads of guidance
counselors in grades 7-12 vary from 201 to 473; many elementary
schools have no guidance or counseling service.

5. Instructional materials provided by adequate library services
which reflect the cultural diversity and pluralistic nature of
American society and refiect the history and contributions of
various racial, ethnic and religious groups. Library budgets
vary from $3.00 to almost $30.00 per pupil. N

6. A continuous in-service education program. Such program to be
jointly planned by the teachers, administrators and board.

7. The number of resident pupils enrolled shall not exceed 25 times
the number of teachers in grades K-3. No individual K-3 class
shall exceed 30 students.

8. School shall be held and students receive actual instruction for
at least 180 days with additional days included as provided in
©s5.115.01 (1) 1, 2, 3 and 3b.

9. A remedial reading program for all grades K-3 students who read
one or more grades below their grade level.

10. Annual hearing and vision examination, provided by the schools.

11. All school districts shall be K-12 by 1975-76. K-8 and union
high schools will be exempted from the above standards in 1973-74
and 1974-75; however, they will have to meet the standards in
1975-76 as K-12 districts. - Separate elementary and high school
districts cannot provide coordinated educational services.

Schools which do not satisfy these standards must reduce their defic-

iencies by 1/3 annually.
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IV. MINIMUM STANDARDS

In order to provide equal educational opportunity, the Task Force
recommends that the statutory minimum educational standards be updated.

While the Task Force believes that school boards have the responsi-
bility for determining the level andicomposition of educational services,
it nevertheless believes that the state must assure adequate standards
of instruction and school administration. The standards which presently
apply reflect the expectations we had for education years ago.

Furthermore, some districts are not efficiently organized. Separate
districts for the elemenfary grades and for high school grades usually
"do not prévide coordinated educational offerings. Often the result is
a less effective high school program. Thus, the Task Force recommends
that all districts operate grades kindergarten through twelve.

Recommended Minimum Standards

Specifically, the Task Force recommends that schools should meet the
following standards in the 1975-76 school year:

1. A kindergarten for all 5 year old students. There are more than
1,000 5 year olds in Wisconsin, unable to attend kindergarten,
because their districts do not offer it.

2. A special educational program (or be part of a cooperative, or
pay to have its students sent to a special education program)
for all students who meet the Department of Public Instruction's
standards. Such programs shall include service to: educable
mentally retarded, trainable mentally retarded, special learn-
ing disabilities, deaf/hearing, vision, emotionally disturbed,
physical and multiple handicapped and speech.

3. School nurse service.
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V. SPECIAL NEED STUDENTS

The Task Force recognizes that certain children require educational
efforts which cannot be met by the resources provided by the equalization
formula or by existing categorical aids. Therefore, it is recommended
that adequate funds be allocated for a statewide program to meet this need.

The Task Force contends that low achieving students should receive
more educational resources than at present, for achievement in elementary
and secondary school influences 'success" in later life. Incomes and

jobs, as well as less quantifiable rewards reflect school performance.

Every school experiences some failing students. When these students
comprise a significant proportion of the enrollment, remedial action is
required. 1In Wisconsin, we do not have uniform achievement testing. How-

ever, there is substantial evidence for the contention that students from

low socio-economic status backgrounds are most often the students who
are low achievers. The Rand Corporation conducted an intensive review

of available research on the determinhants of student achievement for

the President's Commission on School Financing, and concluded:

(1) Background factors (community environment) are important
determinants of educational outcome.

(2) The socio-economic status of a student's family and com-
munity is consistently related to his educational outcome.

In Wisconsin, these conclusions are verified by correlating the
Milwaukee school assessment scores for grades 5 and 6 with U.S. Census
tract data for the school attendance areas. The scores were influenced

by (a) median years of education in the area, (b) percent of the popula=-

-tion in poverty, (c) median family income and (d) crowding in housing

units. These factors explained 687% of the variance in assessment results.
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Measuring low SES does provide an index of low achievemené. Appendix I
delineates these data.

Local districts should not be required to provide the extra money
needed. Given a fixed school budget, if the district decides to allocate
extra dollars to the low achieving group, other students bear the burden
in the form of reduced programs (quantity and/or quality). Alternatively,
if extra dollars are allocated but not taken from the other students,

then the taxpayers bear the burden.

This point is demonstrated in Table V-1. We have grouped a sample
of districts by spending level. Districts that are spending approx-
imately the same per pupil and have different percentages of Title I stu-
dents confront the dilemma described above. Looking within é group, you
will discover little spénding variance and significant differences in
percentage of Title I enrollment. For example, in Group A, Almond spends
$697 and has no Title I students. At the same time, Antigo is spending
$685 with 6,9% Title I enrollment. (Recipients of the Title I funds are
disadvantaged children residing in areas with a high concentration of
low-income families.) If more resources were going to Title I students,
the average spending per pupil in Antigo should be higher. Each group
exemplifies the case of needy students being denied necessary educa-
tional services.

On the other hand, if you compare districts across groups, taxpayer
inequities will appear. Again, Hudson (Group A) spends $53 less per
pupil than does Burlington (Group B). While Burlington's needy students
are rece{ving more educational résources, taxpayers in Burlington are

being taxed one mill more to support schools.
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TABLE V-1

TITLE 1 ENROLLMENT AND EDUCATIONAL SPENDING, 1970-71 (By Group)

Percent of

. District Valuation . Expenditure Title 1
Name Per Pupil Per Pupil Pupils
'ﬁ‘%&i& $ 29,671 $697 0.0%
Hudson 24,808 695 4.6
\Antigo 20,780 ' 685 6.9
Elcho 45,062 683 15.3
Group B
Hilbert 40,684 747 0.0
Builiggsgg_ 35,245 748 4.6
Westfield 32,859 723 9.1
Seneca 16,788 747 28.4
Group C R
vak Creek 34,549 784 0.0
Sheboygan 34,397 787 3.1
Saint Croix Falls 24,668 786 6.3
Balsam Iake-Milltown 30,895 791 12.7
Group D
Kohler 164,713 1,445 0.0
Beloit-Turtle 26,745 930 3.2
Spooner 24,330 932 6.3
Frederic 20,369 944 14.0

Source: Staff calculations based on data supplied by the
Department of Public Instruction.

Because the failure in school contributes to the alienation of
these people from the rest of society, it is recommended that state and
local districts invite parents and other community members to participate
in the planning of prbgrams for low achievers. The Task Force has re-
viewed the attempts made at designing effective programs for these stu-

dents and recognizes that while many programs have been successful, many
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have failed. Often the failures were traced to marginal financial
commitments or to the delay between detecting and attending to the problem.

To achieve equality of opportunity, some students require more educa-
tional services than others do. The drope~out rate and low levels of
achievement are key indications that some are lagging behind. Evén in
the absence of direct achievement measures, students from disadvantaged
families are usually those who are educationally disadvantaged. We also
know that when educational deficiencies go untended beyond the early
grade school years, it is more difficult to assist the disadvantaged
students.

Special funding should exist for these students in more substantial
amounts than the federal government 'Title I'" presently provides. Local
districts are not financially able to meet these special needs. If they
attempt to do so, either they reduce the funds available for other edu-

cational programs,or they impose an unfair tax burden on district residents.

Recommended Aid for Special Need Students

The Task Force recommends supportive methods to reduce the failure
rate of public school students whose low achievement can be traced to
social, economic and cultural disadvantages, notwithstanding their racial
or ethnic classification.

The Task Force recomménds-that the state make additional cducational
resources available to these students. These resources will be adminis-
tered by the Department of Public Instruction and allocated according to
statewide guidelines. It is recommended that in 1973-74, the Department
‘of Public Instruction develop a socio-economic status measure to identify

O
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potential low achievers. Within three years, DPI should institute a
system of statewide student assessment. Five year olds and third graders
will participate in the assessment. Upon completion of this system, it
is recommended that school authofities employ both socio-economic and
assessment measures to identify low achievers from age three through
grade three.

This proposal recommends the state authorize up to $1,000 per pre-
school student so identified (age three and four) and up to $700 per K-3
student beginning in 1974-75. The different allocations are required
because three and four year olds are not included in the present alloca-
tion formula.

Further, the proposal calls for (1) $30 million annual allocation
which can serve approiimately 37,000 students and (2) appropriate admin-
“istrative costs of such a program at $300,000 for the biennium.

The Task Forcé recémmends that in 1973-74, the Deparfmgnt of Public
Instfuctidn develop an SES measure to locate the geographical concentraf
tion (not identified by school) of specialAneed students. DPI will

" establish Program Planning and Program Evaluation sections..

During the 1973-75 biennium, DPI will conduct student assessment
- pilot projects,' The 1975-76 séhool year will be the first year of appli=-
cation of the statewide sﬁudent éssessment.

With the use of the SES and Assessment measures, the Department of
" Public Instruction will authofize a maximum special aid figure for eéch
Vdistrict. School districts will propose specigl programs which may in-

clude early education day care centers, K-3 grade programs and/or parent



E

48.

education programs. Under this scheme, the public school system need
not be the only education delivery system for three and four year olds.
If community associations organize alternative delivery systems, théy
may apply for funds.

The Task Force recommends the participation of parents, community

" representatives, technical advisors and teachers in addition to school

administrators on the Local Program Councils and the Statewide Technical
Advisory Commission. In both cases, parents and community representatives
can participate in designing special educational programs. They would
cooperate with the Department of Public Instruction's technical advisors
and the local school administrators to develop curricula for the special
need student. Figure 5-3.111ustrates the organizational structure recom-

mended to implement these proposals.

O

RIC

Aruntext provided by eric [l



CSPECIANL FLIDING

CO-0UDITATIHG
COMMLSS 1OH

- Title I, 1II, and
v

~ Indian Education

- Desegregation
Advisory Council

- Model Cities

- Technical Advisory
Commnission

- Liaison

49,

-
~

M
TECHNICAL ADVISORY

COMMISSION

- Parents

- Community

- Administrators
Technical Advisors
Teachers

- DEPARTMENT
OF

PUBLIC INSTRUCTION

APPEAL
PROCEDURE

Program Program

Planning Evaluation

LOCAL PROGRAM COUNCIL

- Parents
- Community
- Administrators

LOCAL SCHOOL BOARD

-~ Technical Advisors

- Teachers

- Alternative
School

r’ : Administrators

FIGURE 5-3

o

Special Need Program Oreanization of
State and Local Agencies



O

ERIC

Aruitoxt provided by Eric:

51.

VI. THE ADMINISTRATION OF THE PROPERTY TAX

To provide property tax reform, the Task Force recommends that ulti-
mately there be established a statewide system of property assessment,
Progress toward that goal will be provided by the establishment of uniform
state assessment standards to be applied by county assessors trained and
certified by the state. .

AdministrationAOE the Property Tax

Property values and property taxes are important ingredients in the
present and proposed systemg of financing schools. Since the cry for
property tax reform partially springs from dissatisfaction with the ad-
ministration of the tax, reform of the property tax system is essential. .

There are a total of 1,870 towns, villages and cities in Wisconsiﬁ,
each responsible for its own property tax assessment. Except in some
large cities, no professionai qualifications are required for assessors
whether‘elected or appointed.

After the local assessors place a value on all the property in their
Jurlsd1Lt10DS the State Department of Revenue "equalizes" these values
across localities. This process raises the assessed values to '"full
market” values. The state equalizes valuation so that assessment differ-
ences do not present an inaccurate estimate of local property wealth.

For example, if one municipality assesses at an average of 25% of market
value and another at 50%, the second would appear tovbe twice as wealthy
as the first. The equalized market value corrects this misconceptiqn.
The equalized values are ﬁsed to determine the real pfoperty‘vglue within
a school district and to allocate the costs among munidipalities. The -
assessed values are used to distribute school costs among indiyidual tax-

payers within a particular municipality.
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Property Assessment: is Related to Educational Financing

Fair assessment of property for tax purposes is important to the
implementation of the recommendétions of the Task Force. Assessment of
property for school districts has three purposes:

First, assessment determines the value of the taxable property within

a school district. If the assessment and equalization (of assessments)

processes indicate that a school district is wealthier than it really is,
the district will not receive necessary state aids and may haﬁe difficulty
in financing its educational program. An accurate measure of property
value will result in aids sufficient to support the educational program.

The current equalization process has several weaknesses: (a) thorough
field reviews cover only one-~sixth of the property annually. 1In the
interim five years, the equalization values usually lag behind the actual
values. This results in inappropriate increases during the year of field
reviews and a correspondiﬂé sudden drop in school aids; (b) the school
financing system penalizes areas with accurate local assessments which
reflect the growth in property values. Areas with inaccurate assessment
practices have their wealth correctly judged one out of six years. 1In
the other five yéars, the pﬁblished values are usually below éhe'reai
values. Therefpre, their school aids are higher ;han if the state used
their actual values annually.

Second, since assessment of propérty value permits allocation of the

school levy among municipalities within a district, inaccurate assessments

distribute the municipal burdens unfairly.
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There is a '"time-lag'" problem involved in dispensing school aids.
Since year-old valuations are used for calculating state aids and ap-
portioning school costs among municipalities, slower growing communities
incur a greater tax burden than they should. Appendix J explains this
problem in detail.

Third, local assessment is used to distribute the school property
tax burden ;mong individual taxpayers. When assessments are inaccurate,
some taxpayers pay an unfair share of school costs. Equalization does
not affect this third area because Wisconsin has a dual system of
property values: equalized and assessed.

A Department of Revenue statewide survey discovered tax inequities
whicﬁ are caused by poor assessment practices. For example, in one
Wisconsin municipality, the assessment ratio (assessment value divided

by full market value) is 55.9%, that is, on the average, land is assessed

at 55.9% of its full market value.

But the survey showed that actually 12f5% of the land was valued at
39.1% of its market value and 25% was valued at’72.1%. The results of
this variation are that a $15,000 house could be assessed at values
ranging from $5,865 to $10,815. Given a 15 mill tax rate, a taxp;yer could
pay from $88 to $162 on the same préperty.

Tﬁe Task Force concludes that the state should assume the responsi-
bility for assessing property. Since it may not be possible to reach
this goal immediately, the following-administrativg improvemehts are

"~ recommended :
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1. Improving the Equalization Process

The employment of better techniques, including sales analysis,
sample appraisals and coméuterized sales analysis would increase tax
equity between taxing units, although inequitieé in assessments within
a municipality would continue to exist. -

2, Certification and Supervision of All Local Assessors

This supervision would require all property to be assessed at full
value. If the state level supervisors review assessments closely using
modern sales appraisal and other techniques to assure the equity of
assessments, this option will permit a shift from a dual to a single
system of property values. However, this cannot be accomplished when
the assessing responsibilities are divided among 1,870 taxing units.

3. - Moving the Assessment Responsibility to Larger Governmental Units

County assessment is a third proposal which serves the objective of
accurate assessment because a county taxing district can employ more
gualified staff, provide better training and maintain better information
than a municipality. Unless county assessment_is combined with state
certification and supervision, however, there‘would still be a dual

system of property values.

4. State Assessment of Manufacturing and Commercial Property -

Moving the assessment of manufacturing property to the state level
would remove the inequities resulting from local asseésment and make it
easier for local units (such as counties) to concentrate én the assess-

ment of the remaining property.
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Thus, the Task Force concludes that the adminisStration of the
property tax should be on a uniform basis and result in a single and
accurate value for all property. Ultimately, this goal is achieved
best through state assessment of property. The Task Force supports
interim steps leading to accurate assessment. In the present system
of dual values - assessed and equalized ~ neither value is the value
used for allocating the tax burden across governmental unit boundaries.
Until a single accurate value for all property is used, not only will

taxpayers receive inequitable treatment, but so will schools.



VII. INDIVIDUAL PROPERTY TAX RELIEF

The Task Force endorses the principle of inﬂividual property tax
relief so that the lowest income families receive the greatest percentage
reduction in property taxes. This type of property tax relief should
have a lower priority than school property tax relief so that the con-
tinued quality of education can be protected. The school property tax
relief proposal should be fully funded before this one is considered.

Although Wisconsin has had a very progressive income tax for many
years, The Task Force recognizes that property taxes are regressive and
that the relief mentioned heretofore will not phange this regressivity.
Acroés-the-board property tax rate reductions will amount to the same
percentage for everyone. For example, a $500 tax bili may go down.to
$400 and a $5,000 bill down to $4,000, thus the person with more property
gets a larger dollar reduction. Furthermore, we realize that often low
income people are renters and that there is no mechanism to ensure that
the tax relief given to the owners will be passed on to the renters. To
provide greater relief for renters and low income people, we suggest a
further program of property tax relief Based on income.

The pr;é;sed m;del calls for relief to single individuals. Renters
wéuld be permitted to claim 25% of rent payments in 1iéu of property
taxes. Actual relief would range from 80% of eligible property taxes
or eligible rént for families with less than $4,000 of total income
(82,000 for individuals) to 10% relief for families with total incomgs
of $14,500 annually ($7,250 for individuals) and.no relief for families
with total incomes in excess of $16,000 annually ($8;000 for individuals).
The maxim#m reiief (80%) roughly applies to incomes below the poverty ‘

standard. The point at which eligibility for relief ends is about 50%
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above the 1971 state median income level. The relief program would ex-
clude welfare recipients for whom property taxes are alreédy fully paid
and non-emancipated students whose parents claim them as deductions for

income tax purposes.

Summary of Model for Individual Property Tax Relief

Percent of Property Tax Relieved

Gross Family Income Subject to $1,250 Maximum
Under $4,000 80
5,500 70
7,000 - 60
8,500 50
10,000 40
11,500 30
13,000 20
14,500 10
16,000 .0

fhe estimated cost of a program of gfaduated relief of the first:
$1,250 per year of property taxes paid by homeowners, reunters and farmers
is $173.5 million pér year, less the $15 million cost of the present
Homestead Relief Program, or a net cost of $158.5 million annually. In
every c#se, benefits under the broposed.program»would exceed benefits
under the current Homestead Law. |

It was estimated that relief from such a program would be distributed
‘as follows:

~ 67% to homeowners and farmers
~average péyments of $355 to households with incomes below $4,000.

-average péyments of $378 to households with incomes between $4,000
and $8,000. :

-average payments of $205 to households with incomes between $8,000
and $16,000. ' :
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33% to renters
-average payments of $220 to households with incomes below $4,000.

-average payments of $215 to households with incomes between $4,000
and $8,000.

-average payments of $150 to households with incomes between $8,000
and $16,000.

Such a program will benefit about 510,000 homeowners and 355,000 renters.
The beneficiaries total 865,000 households of the approximately 1,400,000
households in the state.

The program described above will result not only in property tax
relief but will also result in some reform. The property tax structure
will become progressive relative to income and renters will have an

opportunity to benefit from the property tax reform.
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STATE BY STATE RANKING BY AMOUNTS OF PROPERTY TAX REVENUE PER CAPITA 1969-70

1. California -$262.16

2. Massachusetts 250.08

3. New Jersey 241.89

4, Connecticut 238.48

5. New York 237.26

6. WISCONSIN 220.50

7. South Dakota 218.78

8. Montana 215.91

9. 1Iowa 213.15
10. Nebraska 208.68
11. New Hampshire 207 .44
12. Wyoming 205.91
13. Kansas 201.93
14. 1Illinois 200.58
15. Oregon - 188.82
16. Michigan 183.69
17. Colorado 178.68
18. Nevada 177.54
19. ©North Dakota 174.94
20. Maine 173.72
21. Minnesota 170.89
22. Indiana 167.74
23. Arizona 165.55
24. Rhode Island 165.27
25. Vermont 164.11
26. Ohio 162.10
27. Maryland 156.35
28. Washington 155.44
29, Missouri 137.43
30. Utah 134.92
31. Texas ' 128.17
32. 1Idaho 125.56
33. Pennsylvania 118.61
'34. Florida 117.99
35. Alaska 101.68
36. Hawaii 98.37
37. Virginia 96.10
38. Georgia 95.20
39, Oklahoma 93.16
40. Delaware 83.58
41. New Mexico 81.68
42. North Carolina 78.63
43. Tennessee 76.89
44, Mississippi 71.16
45. West Virginia 70.25
46, Kentucky 68.59
47. Louisiana 65.42
48. Arkansas 64.84
49. South Carolina 61.38
50. Alabama 39.35

Source: U.S. Bureau of the Census, Governmental Finances in 1969-70, GF70,
No. 5, Table 22. '

IToxt Provided by ERI



APPENDIX B

PROPERTY TAX REVENUE PER $1,000 OF PERSONAL INCOME, 1969-70

1. South Dakota $73.06
2. Montana 69.02
3. Wyoming : 63.78
4. WISCONSIN 63.35
5. California 62.71
6. Massachusetts 62.61
7. New Hampshire 61.47
8. Iowa 61.00
9. Nebraska " 59.20

10. North Dakota 58.35

11. Maine 57.78

12. New Jersey 57.20

13. Kansas 56.09

14. Oregon 54.38

15. New York 53.17

16. Connecticut 52.46

17. Colorado 52.10

18. Arizona 51.39

19. Vermont 51.17

20. Minnesota 48.35

21. Illinois. 47.09+

22. Michigan 46.56

23. 1Indiana 46.17

24. Utah 45.63

25. Rhode Island 44.65

26. Ohio 43.01

27. Nevada 42.59

28. 1Idaho 42.56

29. Washington 40.47

30. Maryland o, +39.98

31. Missouri <+ 39,96

32. Texas 39.25

33. Florida ' 35.76

34. Pennsylvania 32.39 .

35. Georgia 30.65

36. Oklahoma 30.47

37. Mississippi 30.14

38. Virginia 28.93

39. New Mexico - 28,65

40. Tennessee 26.96

41. North Carolina 26.58

42. West Virginia 25.88

43. Arkansas 25.12

44, Hawaii 24,75

45. Alaska 24,41

46. Kentucky - 23.99

47. Louisiana 22.88

48. ' South Carolina - 22.65

49. Delaware 20.65

50. Alabama 14.86
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STATE BY STATE RANKING OF EFFECTIVE PROPERTY TAX RATES, 1970

1. Nebraska .94
2. New Jersey .91
3. Massachusetts .86
4. New Hampshire .75
5. South Dakota .75
6. New York .60
7 WISCONSIN .53
8. Vermont 47
9. Iowa ) .27
10. Maine .27

.24
.22
.19
.17
.15
.15
.12
.04
.01
.99
.93
.87

11. Ccnnecticut
12. :California
13. Kansas

14. Colorado

15. Maryland

16. Oregon

17. Rhode Island
18. Pennsylvania
19. 1Illinois

20. Montana

21. North Dakota
22. Arizona

23. Alaska .82
24, Michigan .81
25. Texas .76

- 26. Missouri .73

27. Indiana .70
28. Minnesota .65
29. . Nevada .49
30. Utah .48
31. New Mexico 47
32. 1Idaho .46
33. Ohio .46

44
41
.39
.37
.32
.32
.32
.24
.23
.19
.12

34, North Carolina
35. Georgia
36. Wyoming
37. Delaware
38. Oklahoma
39. Tennessee
40. Washington
41. Kentucky
42, Florida
43, Virginia
44, Arkansas

P et et et et et et e et et et et et e et et et et e et fed et e e e = RN NN RN NN NN OO NN NN

45, Mississippi .05
46, Hawaii .91
47. Alabama .78
48. South Carolina .75
49, West Virginia .74
50. Louisiana 46

Source: U.S. Department of Housing and Urban Development, Federal Housing
Administration, Division of Research and Statistics, FHA Homes,
1969, Data for States and Selected Areas, On Characteristics of
FHA Operations under Section 203, (RR:250 Book, HUD SOR-3), 1970,
Calculations performed on Data from Tables 95 and 27S.




APPENDIX D

GRAPHICAL PRESENTATION OF THE STATE AID FORMULA

The simplified aid formula presented in Chapter I1I, Part B can be
graphically illustrated. Recall that districts below the guarantee which
choose the same tax rates spend the same amount per pupil.,  Figure D-1
demonstrates this situation. Every district chooses a spending level
and determines the required tax; or it chooses the tax it was willing

to levy and derives its spending..

»
5 {144 +—
s TEED
© 1040 |— VALUATION
£ : ($52,000)
4 936
a
o |
o g32y-
x 800 — 1T —
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o 728 — l
Sl |
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Led .
% 520 |~ ;
|
. . l
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0 12 14 |16 18 20 22
/5.39
TAX. RATE (in mills)

FIGURE D-1 EQUALIZING AID FORMULA
Districts which are above the guarantee have -an expenditure
advantage. Figure D-2 shows that for the ideatical tax rate of 15.39

_millé, a $278 pef pupil spending disparity appea;f:s,.
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FIGURE D -2 EXPENDITURE ADVANTAGE
Correspondingly, a wealthy district may decide to spend $800. In
that case, its tax rate drops from 15.39 to 11.43 mills. Figure D-3

demonstrates this tax advantage.
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FIGURE D-3 TAX ADVANTAGE



Flat aid grants embody both thé expenditure and the tax advantage.
For a wealthy district which spends $800 only has to raise $724 from its
property base.

Actually, the wealthy district can spend $1,154 (instead of $1,078)
for a 15.4 mill tax rate which is the rate others must levy on themselves
to spend $866. Or it can spend $800 forbonly 10.3 mills (instead of 11.4).

Figure D-4 illustrates the above argument.

$70,000
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g P AT As [ L o0
VALUATION

144 |-
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Tl 11y 11
" lof 12 14 [I6 18 20 22
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FIGURE D-4 EXPENDITURE AND TAX ADVANTAGES WITH FLAT AIDS.




APPENDIX E

AN EXAMPLE OF THE AID FORMUIA'S WEALTH DISCRIMINATION

Under Wisconsin's present aid formula, the four types of discrimina-
tion - excess valuation, flat aids, non-aidable educational costs and
state aid cutoffs - create an advantage for wealthy districts. We can
present a specific breakdown of these advantages by comparing Wauwatosa
(676,055 property value per pupil) with two hypothetical districts, A
and B. Both these districts have the statewide average property valua-
tion per pupil ($38,589). |

District A wishes to keep its taxes as low as Wauwatosa's 16.37
mills. The $160 it spends for capital outlay, principal and interest
on debt is, of course, funded by their local wealth and requires a rate
of 4.15 mills (8160 =~ $38,589), leaving only 12.22 mills for operations.
It applies this rate times the guaranteed base and finds that it can
spend $636‘($52,000 x .01222). Aid cutoffs do not affect District A
because it cannot spend even close to $933. | l

District B, on the other hand, wishes to provide the kind of prbgram
Wauwatosa has. As in District A, it must pay capital outlay, principal
and inte;eét from revenues based on local property wealth at ; tax rate
of 4.15 mills. * Only the first $933 of their,operatiohgl spending is
aidable; that is, $933 is raised by using thg guafanteed tax base.x It

 must tax at 17.94 mills to raise this amount ($933 — $52,00Q). _Fér Dis-
triét é to reathWauwatosa's level of educational éervices,yit mﬁé;‘raiée
the re@aining]$228 from its local tax base. Thié is the amount pf'spepdiﬂg

above the aid limitation. It adds another 5.91 mills ($228 ~~ $38,589).




Table E-1 shows the choices some actual districts have made. Portage's

valuation is very close to that of District A and B. It chose a tax rate
of 18.74 mills - two mills above Wauwatosa's. However, its total épending
is $954, or $397 below Wauwatosa's. Franklin on the other hand chose a
higher spending level but still short of Wauwatosa's. But even to épend
$1,151, they had to tax at 28.55. Almost 10 mills of this rgsulted from
tapital outlay and debt retirement; Franklin spends $168 for capital out-

lay and debt retirement, $8 more than Wauwatosa.

TABLE E-1

WEALTH DISCRIMINATION UNDER THE PRESENT AID FORMULA

Expenditure
Advantage Tax Advantage
District A District B
Average Wealth Average Wealth
Sample District Which District Which
District Taxes Like Spends Like
Present Aid Formula Wauwatosa Wauwatosa Wauwatosa
Net Operating Cost $1,161 $ 635 $1,161
Operating Cost Below i
Aid Cut-off "% 933 $ 635 $ 933
Operating'Cost Above
Aid Cut-off $ 228 $ 228
‘Other Non-Aidable Expenditures
Capital Outlay 12 12 12
Principle 36 36 36
Interest 112 112 112
Sub-total 160 160 160
TOTAL COST 1,321 796 1,321
AID , 76 164 261
Tax Rate Below Aid Cutw-off 11.18 12.22. 17.94
Tax Rate Above Aid Cut-off 3.09 5.91
Tax Rate for Capital Outlay,
Principle and Interest 2.10 4.15 4.15
TOTAL TAX 16.37 16.37 28.04

ERIC -

Aruitoxt provided by Eic:
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Applying the four specific forms of wealth discrimination to Districts
A and B, we find:

1. Excess wealth. Even without the effects of #2, #3 and #4, Wau-

watosa still has an advantage. Its budget of $1,321 per pupil could

be raised by a 17.36 tax rate ($1,321 ~ $76,055). Without #2, #3

and #4, District A would have to ‘tax at 25.40 mills to raise that amount
7 ($1,321 <> $52,000) and District B would only be able to spend $851 if it

chose Wauwatosa's tax rate (.01637 x $52,000).

2. Flat aids. A $76 grant enables Wauwatosa to increase its tax
advantage by lowering its rate from 17.36 to 16.37 mills. Alternatively,
it could have increased its expenditure advantage by $76 and retained a
17.36 mill tax rate.

3. Aid limitations. These keep most districts from achieving the

level of services Wauwatosa provides. For District B to raise the amount
over the aid cutoff from its local wealth base of $38,S89, it requires
over a 6 mill tax.

4. Non-aidable educational expenditures. Oneé reason there are very

few districts like District B is that capital outlay, principal aﬁd in~-
terest costs wust all be financed from the diétrict’s local wealth base.
'Tﬁué, District B already taxes at 4.15 mills before it eveﬁ Eonsiders
its.0perating budget, while Wausatosa needed 2.10 mills to finance these
same costs.

Seventy percent of the state's districts are poorer than Districts A

and B. So the disadvantages they operate under are even more severe than
this illustration would indicate. -

Today, proQiding public education is easier for the rich than for -
the bobr. When the state vested school districts with the power to tax
property, it granted very unequal power; The aid formula does not fully

Q [Efset the inequality.
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APPENDIX G-1

PROJECTED 1973-74 AID/PUPIL
(Assuming Task Force Recomaendations)

Aid/Pupsl Toral K-12 uns k-8
-300 to -1000 10 4 - 6
-100 to .-300 _ 10 s -3 2

0 to -100 10 4 2 2
0 to 100 9 6 - 3

100 to 200 21 15 - 6

200 to 300 40 29 1 10

300 to 400 79 71 1 7.

400 to 500 90 81 1 8

500 to 600 .99 91 2 6

600" .to 700 50 Y l‘ 2

700 + ’ 18 17 1 -

TOTAL 436 370 12 54

APPENDIX G-2

CHANGE IN AID/PUPIL
FROM 1972-73 TO 1973-74

Aid/Pupil (‘fhmw‘e Total K-12 ]:I_I__I_S_ . K-8
-200 - -1033 20 9 3 8
0 -~ =200 16 8 2 6
0- 100 40 3 - 6
100 - 150 182 : 180 - 2
150 - 200 133 127 1 5
200 - 300 o 20 ‘11 1 8
300 + 25 , 1 5 19
TOTAL 436 370 12 54

O

ERIC
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APPENDIX 1I-1

PR?JEC'J’EDI 1973-74 TAX RATES
(Assuming Task Force Recomnendations)

Tefx Rate (In Millg) M K-12 s -
Less than 9 .32 1 12 —1;—
9-11 2 . ; 2
11-13 s4 48 ) 6
13-15 14 138 - 3
15-17 93 92 ) 1
17-19 52 51 . L
19+ ‘ 40 40 - -
- TOTAL 10.36 170 12 54.
APPENDIX H-2
CHANGE IN TOTAT, SCHOOL TAX RATES
FROM 1972-73 TO 1973-74
Tax Change ' M R-12 uHs K-8
6+ mill DECLFASE 66 49 - 17
5.6  mill DECREASE 78 72 - 6
' 4-5  mill DECREASE 145 142 1 2
3-4 © mill DECREASE 81 69 4 8
2-3°  mill DECREASE 13 11 1 1
0-2  mill DRECRFASE 21 9 3 9
0-7.26 mill INCREASE 32 18 3 11
TOTAL 436 370 12 54

A - 13



1/-0/61 ‘SIINSIY JUSWSSISSY P1eOg [O0YDS INNEATTH

0/61 S3ioday snsua) *§*Q :920iINOg

Ittt L¢C 8¢ 8¢ '8¢ I11 K4 o¢ 6¢ 8¢ HmuOH_
92 0 0 Y A 92 0 0 8 81 00T ©3 +99
Lz € € S1 9 LT 1 S Al 6 99 ©3 +0¢
6C 9 91 L 0 6T g | et L 1 0€ 03 +22
62 81 6 4 0 62 ST 1 4 0 §§31 pue zg
T830L 910K 69% 115 8757 01s §597 T830L  Z°¢L A 8°IT SS9 pue  d3eIIAY MOTag
io (o)} o3 pue aA0qQy 03 *s1k €°01 mcwuoum

69v° 11  +BYY°0T$ +8€9°8 §  8€9°8S 4811  +€°0T sjuapnig

Jo 3uaoiag

2WOOoUl AJTWe] UBTIPI

uoT3BONPY wo Siea} UBIPAN

A - 14

JWOONI ATIWNVA Ad ANV NOIIVDAQA ¢ SLNAYVd A€ SHY0DS

I XIANJddv

O

Aruitoxt provided by Eic:

E



A - 15

APPENDIX J

THE TIME-LAG PROBLEM

School districts whose property valuations are growing more slowly
than others must tax more heavily. Within a distric', municipalities
whose valuations are growing more slowly than others also must tax more
heévily. Both of these problems are caused by using one year old valua-~
tions. The use of one year old valuations is referred to here as the
"time-lag" problem.

| After schools deterﬁine their expenditures, the municipalities in
the district must Contribute their portions of the budget. The mﬁnicipal-
ities' percenfage of the district's property wealth is thé basis for
detgrmining the budget sﬁares._ Though municipalities within the district
should pay varying amounts of taxes depending on taxable property, all
municipaligies within a school district should, of course,.pay at the same
tax rates.

The time-lag problem appears when taxing authorities use the values
of the previous year to allocate the school levies and the values of the
current year to raise the tax. Thus; taxpayers in the same district may
pay different tax rates and more or less than their equitable share.

bFor example, there afe 12 municipalities in the Dodgeville school
district. In 1970 it raised $923,486 from the property tax. This cost
was apportioned to the municipalities based on their 1969 relative Qalues.
- In 1969, .the village of Ridgeway had 3.9629% of the school's property
. taxes or $36,597.' However, when it raised that amount it did so on the

basis of its 1970 value. From one year to the next, some of the
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municipalities grew faster than others. The village of Ridgeway grew less
relative to its neighbors. Thus, variations in tax rates in the same dis-
trictAresult: Ridgeway's tax rate is 24% higher than the town of Wyoming's.
That is,‘some residents paid 20.85 mills and others 15.80 mills for the
same sghool for the same year.

Exactly the same problem occurs between school districts. A disﬁrict
whose valuation is growing relatively faster canvalways tax at a lower

rate to spend at any level in comparison with other school districts.
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TABLE J-2

TAX RATES RESULTING FROM ACTUAL APPORTIONMENT
COMPARED WITH CURRENT YEAR APPORTIONMENT

Actual 1970 Tax Rate if Levy Had Been

Equalized Apportioned According to
Municipality Tax Rate Current Year Valuation
C. Dodgeville 19.16 18.64
T. Brigham . 17.01 ' 18.64 -
T. Clyde 18.31 : . 18.64
T. Dodgeville 18.35 . 18.64
T. Eden 18.53 18.64
T; Highland _ 18.32 18.64
T. Linden . 17.89 18.64
T. Mineral Point 19.76 18.64
T. Ridgeway 18.21 18.64
T. Waldwick : 18.69 18.64
T. Wyoming - 15.80 18.64
V. Ridgeway 20.85 18.64

(@}

- County, T - Town, V - Village
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APPENDIX K

_PROJECTED AID AND TAX RATES

This section presents the school aids and taxes in 1973-74 which
would result from the Task Force recommendations and it compares them
with the 1972-73 aids and taxes.

Included in the listing is:

Column 1 - District Name
Column 2 - Membership
Column 3 - Equalized Valuation per Pupil

Column 4 - Total Cost (Net Operating Cost plus Allowable Spending In~
creases, Transportation, Principal, Interest and Capital Outlay)

Column 5 - Total Cost per Pupil (Column 4 divided4 hy Column 2)
Column 6 - Total Aid (1973-74)
Column 7 - Total Aid per Pupil

Column 8 - Tax Rate (This ie the projected total tax rate for all educa-
® tional costs.) - ’ )

Column 9 - Total Aid Difference ( Actual 1972-73 total school district
aid subtracted from the projected 1973-74 total school district
aid.) - .

Column 10 - Aid per Pupil Difference (Actual 1972-73 aid per pupil sub-
tracted from projected 1973-74 aid per pupil.)

"Column 11 - Tax Difference (Actual rotal 1972-73 tax rate subtracted from
projected total 1973-74 tax rate.) -
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GLOSSARY

ASSESSED VALUATION - the value placed on a taxable general property by
the local assessor as of May 1 each year. The assessed valuation
divided by the equalized or full valuation indicates the assessment
ratio or average level at which property has been valued by the local
assessor for property tax purposes.

ADM - Average Daily Membership is the average number of students enrolled.
Kindergarten ADM equals one-half the enrollment because it is a half-
day program. ADM for aid purposes is the number of resident pupils
enrolled on the third Frlday in September plus equivalent summer school
enrol lments. L

CAPITAL OUTIAY - school sites, facilities and equipment financed by taxa-
tion of a district's actual property valuation.

DISTRICT - See School Districts

EQUALITY OF EDUCATIONAL OPPORTUNITY - The availability of public education
may not be a function of wealth (property valuation) other than the wealth
of the state as a whole.

EQUALIZATION AID - See General State Aids

EQUALIZED VALUATION - or full valuation is the district valuation as

" certified to the State Superintendent by the Bureau of Property
Tax of the Wisconsin Department of Revenue, which is charged
with the responsibility’ for determining the actual market value of
all the general property in each taxation district as of May 1 each
year. The previous year's equalized valuation is used as a basis for
pro-rating school tax levies to the various municipalities in the
district and for determlnlug state aids.

FIAT AID - See Ceneral State Aids
FULL VALUATION - See iqualized Valuation

GUARANTEED VALUATION - the valuation set by the legislature for state
aid purposes; the valuation needed to support a good educational
program.

MILL RATE. (dollars per thousand) - total local revenues from property
taxes as a percentage of full value of property taxable for schools.

OPERATING COSTS, NET.CURRENT - the total operating budget less "deductible
receipts" or receipts other than the local levy and general state aids.

OPERATING COSTS PER PUPIL ADM - total net operating costs divided by
the number of students in average daily membership.
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SCHOOL DISTRICTS - or administrative units - are the territorial units for
school administration. Education is a state function and school
districts are agencies of the state and derive all of their powers
from the state. School districts are classed as COMMON SCHOOL DIS-
TRICTS, UNION HIGH SCHOOL DISTRICTS, UNIFIED DISTRICTS, CITY SCHOOL
DISTRICTS, JOINT SCHOOL DISTRICTS and SPECIAL CHARTER DISTRICTS. 1In
Wisconsin, all school districts except city school districts are fis-
cally independent, and have revenue-raising powers. A city school
district is fiscally dependent upon a city council if the district
boundaries are coterminous with the city's, or a fiscal board which
includes the city council plus village presidents and town chairman
when area outside the city is included in the district. A joint school
district is a school district whose territory is not wholly in one
municipality. '

STATE AIDS, GENERAL -~ aids paid to school districts by the state based
on enrollments, district valuations, net operating costs and district
classification. The purpose of state aids is to provide reasonable
equality of educational opportunity for all children of the state and
to provide some relief from the general property tax as a source of
public school revenue.

VALUATION PER RESIDENT PUPIL - the total equalized valuation divided by
the total resident pupils ADM equals the per pupil valuation or the
valuation behind each pupil. This is an indication of a district's
ability to support education.

WEALTH - a district's equalized property valuation per pupil. A wealthy
district is defined in this report as one whose per pupil valuation
exceeds the guarantee ($52,000 for 1972-73).
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