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FOREWORD

Modern-day educational planners face an extremely difficult task of
providing quality education to large masses of students in view of
decreased revenues, soaring costs, shifting populations and changing
educational programs. Such a challenge requires that a far greater
emphasis be placed on planning for schools than has been the case to
date and necessitates the development of improved techniques specially
designed for educational planning.

Project Simu-School is intended to provide an action-oriented organiz-
ational and functional framework necessary for tackling the problems of
modern-day educational planning. It was conceived by a task force of
the National Committee on Architecture for Education of the American
Institute of Architects, working in conjunction with the Council of
Educational Facility Planners. The national project is comprised of a
network of component centers located in different parts of the country.

The main objective of the Chicago component is to develop a lenter for
Urban Educational Planning designed to bring a variety of people--
layment as well as experts-~together in & joint effort to plan for new
forms of education in their communities. The Center is intended to
serve several different functions including research and development,
investization of alternative strategies in actual planning problems,
community involvement, and dissemination of project reports.

In the wake of "municipal overburden" characterizing today's cities
faced with an increased demand for public services and a diminishing
tax base, most urban areas in the United States have had to explore
new sources of additional funds ranging from federal revenue sharing
to the use of public lotteries. This paper focuses on the financing
of urban education using Chicago in the State of Illinois as an illus-
trative example. By presenting a detailed comparison of Chicago
vis-a-vis the metropolitan area with respect to fiscal capacity and
educational need, the author argues for financing urban schools on the
basis of educational need ard analyges the implications of some recent
plans to finance local school districts in Illinois, It is hoped,
therefore, that this report will be of considerable use to educational
planners interested in public finance.

Ashraf S. Manji
Project Manager
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PUPIL~-NEED ORIENTED STATE SCHOOL FINANCE SYSTEM:
THE HOPE OF LARGE CITY SCHOOLS

I. INTRODUCTION

Most of the large-city school systems in the United States are
currently in serious financial trouble.! Recent demographic and
economic changes have left the cities with a population that has
higher proportion of the economically and socially disadvantaged
relative to other areas of their cespective states., The change in
the character of city population has resulted in increased demand
for public services in health, sanitation, transportation, safety,
welfare, housing, and education. While the demand for public
services has rapidly increased, owing to a deteriorating tax base,
the revenue necessary for financing public services has not. The
schools which mostly rely on the proceeds from a local property
tax base have particularly felt the pinch of d'iminishing local
revenues in the cities. The availabilily of locally-raised reve-
nues for schools has been threatened, not only by the diminishing
tax base, but also by competition from other public agencies because
of the increased demand for these services.

The change in the socioeconomic camposition of the city population
also has had definite impact on the educational services offered by
the schools. School performance as measured by achievement, grade
level attainment or enrollment status is influenced by the socio-
economic status of the parents.? Generally, children from low
socioeconanic status homes perform poorly in school as compared with




children from middle and upper socioeconomic status homes.® Schools
catering to the children from lower sociceconomic status homes would
require compensatory and remedial programs to meet the needs of
their pupils. Besides having higher proportion of socioeconomically
disadvantaged perople, the cities also have a large number of immi-
grants whose children need additional help in learning the English
language. Additional programs, however, require additional dollars..
Special compensatory, remedial and bilingual programs cost relatively
more than regular school programs.”

Another important reason for the financial troubles of the 1ar-ge’

city schools is that the néthods used to distribute state aid for the
support of public education are obsolete.® The existing educational
finance arrangements were devised during the first quarter of this
century when the cities were undisputed centers of'commerce, industry,
and culture and had well-developed public school systems. Then, the
objective of state aid was to help the less affluent rural areas
develop adequate school systems. Since then, the demographic, eco-
nomic, and social changes have led to the growth of suburban rings
around the cities as well as to the transformation of the relative
status of the cities from that of affluenc: to that of poverty. Con-
sequently, most of the state aic forrulas, as they stand today, fail
in their multiple purpose of imposing equitable tax burden on the
school districts while distributing educational rescurces among them

50 as to equalize educational opportunity.

The major aim of this paper is to focus on the financing of urban



eduéation using Chicago in the State of Illinois as an illustrative
example., In the rest of the paper a brief presentation of various
educational distribution formulas will precede the discussion of
educational need and fiscal ability. Then, Chicago will be compared
with metropolitan counties in the Stendard Metropolitan Statistical
Area (SMSA) as well as surrounding suburbs and other large cities |
in Illinois vis-a-vis fiscal and need variables. Following the
comparisons, the new as well as the old state aid distribution
formulas and the recent recommendations made by the Finance Task
Force of the Governor's Commission on the Schools® and by the State
Superintendent's Advisory Committee on School Finance? will be
reviewed and analyzed. Finally, the implications of need based
state aid formulas will be discussed.



M
ITI. GENERAL STATE AID FORMULAS FOR FINANCING LOCAL SCHOOL DISTRICTS

To compensate for variation in the fiscal ability of school districts
to support an acceptable instructional program, all of the states
supplement the revenue raised by local school districts within the
state. A few of the states make flat grants to the school districts
on a per pupil or per teacher basisj; however, most of the states
utilize equalization grants to provide state aid.® The distribution
formulas used in the various states are generally modified versions

of the following three "pure" forms.,?

1. The Strayer-Haig Formula or the Foundation Program Plan

G=FP~1rV

Where:

|
'

= Expenditure per pupil established by the state
legislature as the level at which education will
be supported in the state

P = Number of pupils in the local school district

r = Required local tax rate, sometimes called the
"qualifying rate"

V = Property valuation in the local school district

The product of F and P gives the total educational expenditure for the
school district under the foundation program whereas the product of

r and V determines the ancunt of revenue to be raised locally. The
difference between the two products equals the amount of state aid (G)
that the school would be entitled to. It can be seen that r and F are
fixed by the state. Thus, the state aid for a given school district
would be direcfly proportional to the number of pupils in the distrvict
and inversely proportional to the property valuation of the district.
In the formula presented above, the pupil variable may be said to

represent a school district's educational rescurce requirement or need

)



and the assessed valuation measure may be considered as an indicator

of the school district's fiscal ability.

2. _The Percentage Equalization Formula
G=EP/ 1-0.5Vi )

Vs
Where:
E = local expenditure per pupil
P = Number of pupils in local school district
Vi = Property valuation in the local district per pupil
Vs = Property valuation in the state per pupil

The total educational expenditure for the district is the product of
E and P. The E in the above formula ie similar to the F in the
Strayer-Haig formula. The level of E can be established Ly the state
legislature. The fiscal ability of a school district is denoted Ly

the ratio of assessed valuation per pupil in the state.

According to the formula, a school district with assessed valuation
per pupil that is equal to the state average would receive state aid
equivalent to 50 percent of its educational expendit{me. A school
district with property valuation 50 percent or more than the state
average would receive state aid equivalent to 25 percent of its educa-
tional expenditure. And a school district with a valuation 50 percent
less than the state average would obtain aid equivalent to 75 percent
of its educational expenditure. However, a school district with a
property valuation twice the size of the ratio average would receive

no state aid.



3. The Pesowce Equalization Formula

G = Plr(vg-vi)]

Where!

P
r

W

The state guarantees to each district a fixed 'valuation or tax yleld

Number of pupils in local school dis.rint
Educational tax rate in the local school district
Property valuation guaranteed by the state per pupil
Property valuation in the local distriet per pupil

(L3 2 T

per pupil. The difference between the guaranteed tax yield and
actual yield is the aid per pupil that the school district would
receive from the state. Instead of gué.ranteeing a fixed sum of money
per pupil as in the Strayer-Haig formula, the resource equalizing
formula guarantees a fixed pioper*ty valuation per pupil to a school
district. The variable P in the formula may be regarded as a measure
of educational need. The fiscal ability and the effort put forth by
the school districts would be given by (Vg-Vi) and r respectively. A
school district with the same valuation per pupil as guaranteed by
the state would receive no aid whereas a school district with a
higher valuaticn than guaranteed may have to transfer some of the
locally raised revenue to the state.

As was pointed out before, the formulas presented above are merely
"pure" versions of more complicated forms used in various states. By
manipulating the educational need and fiscal capacity variables in
the formula as well as by adding new variables, a state can achieve
desired distribution of tax burden as well as educational resources
among school districts within the state. In the formulas presented

above only single variables were used to represent educational need




and fiscal capacity of school districts. In reality, the concepts
of fiscal capacity and educational need are multidimensional and

quite difficult to represent even with multiple variables.




. III. CONCEPTS OF FISCAL CAPACITY AND EDUCATIONAL NEED

Fiscal Capacity

o fli.ﬂ'l'he term fiscal capacity mfers to the tax base (or bases) against

{’;;jyz’f*fwhich a unit of goverment (Such as & school ‘dlstr*iot) may levy

| ftaxes ‘°, Personal and corporate incane, realz and personal property,

and retall sales are some of the most prevale{\t tax bases utilized

o : by federal, state, and local goverments to raise revenue. | 'I‘ogethen_,
S the retail sales, income, and wealth of a oonmmity pmvide an ade— !

’ : ; equate picture of the econcmc well-bemg of the commmzty and, hence,
| a useful measure of the coumnnity' "abila.ty to pay." 'I'he problem of
‘ ,:‘,’measurmg capacity in the ("lStPibU‘thh of tax bunien could be rruch
k’i_‘sﬁnplifled if these different measures of economic well—being could
v be aggregated :mto a smgle index or 1f them existed close cor'rela-

~ tion between the measures of retail sales, mcome, and wealth. : .
'Unfor*tunately, hwevev, no acceptable index of ability to pay ”

utilizing property valuations, retail sales and incoine exists. ‘The

~ evidence pertaining to the correlation between these variables is also |
inconclusive. 11 Tn measuring equity in school suppcmt, nevertheless, |
it would be necessary to take account of the incidence of taxes on
totalincome and wealth of indiuiduals and families.

Closely related to the concept of fiscal capacity is the idea of tax

effort, i.e., the extent to which a government unit acmally uses its

‘capacity to raise revenue through taxation. 12 The concept of tax

effort is particularly useful for studying the situations where the

same tax base is used by several govemmental ’units for raising ; 3
!

revenue, Property tax is rhe major souice of revenue for several
i



f: fﬁdiffevent local govemnental units such as mmicipallties, school L
'distriots, park distvicts and countins.‘.? In equalizing ecluca‘cicm’tl?~;~t :
o] 'tax burden, serious inequities would result if the state negleots to”?j:ujkf' o

’take into account the incidence of the taxes of othev govemment
bodies on the resldents of a school distr*ict. - lan

An adequate system of state school fmance muld take into considena- L
tion the assessed value of pmpez*ty as well as other measures of : i
wealth and incame and the tota] tax effort put forth by the people i

of a school district when determmmg the distmbutlon of state aid. :

2. Educational Need

The demand for educatlonal resources made by school systems are

generally couched in 1tems_ of eduttational needs of them c_l:tentele. -

The needs of pupils tend to get defined in terms of their shée'rf o

numbers or even characterlstlcs such as having a mental or physical | }
- handicap, achieving a low reading score, having a primary 1anguage e

‘other than Engllsh and coming from a low socioeconomic status (SES)-?

home. Pupil needs alsd arve expressed in terms of program categories o
such as preschool, ki:xdergarten, elementary, genebal ‘high and voca-
tional. ¥

In school distribution formulas, pupil needs are expressed in varicus

‘ways, Average Daily Attendance (ADA) and Average Daily Membership anM) <
are two simple representations of the size of the pupil population '
that have been widely used in state aid formulas. Many states have

incorporated differential weighting of high school students under tnei :
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rationale that high school education costs more. Using similar
argument of differential cost, Professor MeLure!* has recommended
that cost natios derived fmm COot anzlyses of special education, .

remedial and compensatory, and vocatio‘xal and techmcal educatlon

E prognams be used to weight school puplls when distribdtinr' educa~ .
‘tional resources. Table I shows the dlfferent cost natios repoz‘ted
by Mclure in hlS Natlonal Educatlon Fmance Project Specml Study | e
"repor't on Barly Childhood and Basic Elementary and Secondary Bduca-‘ iy

tion. It can be seen from the table that consmerably more resources | ;
are being devoted to specml prograns than to the regtnar mstitutional
programs. Except for one grade category, relative cost natios of

special programs in clties are consistently hlgher than the ratlos in
the suburbs. ‘ !

In the State of New York, the Fleischmann Oarmissmn“" has recarmended

the use of reading and math achievement test results as measures of

need. The commission advocated weighting students who ,scored at a
low level in reading and math at 1.50 as against a we__ight of 1.00 for
other students. The basis of the comission's recommendation was the
belief that "educational priority rather than the artifact of assessed
valuation per student should control resource distribution."!'® The
commission also recomended weighting all handicapped children at

2.05 for purposes of distributing educational funds.!? Although the
commission report was not explicit on how the commission smived at the
weight of 1,50 to be used for low achieving students, there was some
indication that the recommended weight of 2.05 for all handicapped
students was derived using data on costs of special programs serving




TABLE I

s  RAMIGS OF i it
rmmwmmom\ ’GBCPBNDI‘IURESPBRHJPILBY PROGRAMANDGRADE lL'VEL
- TO 1 N EXPENDITURE PER PUPLL TN BASIC PROGRms,
-  GRADES ONE moueu SIX 1968 69 e

e R | BESARY 11 gs;i SRR R T TR
Progam  llGepietrics) | (8 bistricts)

Crades | 1000 0 1‘.‘0,0‘0'] '
Grades 10-12 e 1,445 L9

Mentally and Physically Handicapped:
Grades 1-6 ‘ , 2.397 3 - 2,436

Grades 7-9 - ‘ ' 2.098 ; 1.878

Grades 10-12 2,220 1,782

Socially Maladjusted: . : _
Grades 1-6 2,984 2,499

Grades 7-9 2,880 1.368
Grades 10-12 . 2.432 1567

Remedial and Canpensatoz_'y: ST
arades l-6 - 1.805 1.702

Grades 7-9 2.940 1,996
"~ Grades 10-12 1.718 1.962 st

Vocational-Technical: .

Prekindergarten 1.133 1.047

Kindergarten 1.293 o110

Sourcet  Bugene P. Melure and Audra May Pence, Eirly Childhood ad Besle
Eleméntary and Secondary Education, National Fducational Finance
Project Special Study No. 1, Page 96.
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,handioaoped pupils and on the prevalence of various types of handi-
caps in the student population of the state, !

’ Instead of using achievement test scores as criteria for the allocationf
of educational resources, Gams and Smith19 recomnem the use of .
| socioeconamc variables wh10h best Pl‘edJ.Ct such achievement. The
B freasons eXpressed by Garms and Shuth for their reservation about the -
use of achievement soores, are that giving additional money to schools ;
| with children scoring low in math and reading tests would be akin to |
rewaxding low achievement and that at present there is a lack of :
| conseneus regarding the. valldity, reliabilzty and cultuml bias of
the achievement tests available for administration. | |

The above mentioned authors tmed to use 1ocal school personnel to S
gathev socioeconanic data on students +hat would be highly predietive :
of educational achievement. ’I'heir sample consisted of us elementary

schools in the State of New York. With the help of regression analysis o f‘

the authors identified the following five vamables that gave best
prediction of school achievement:
Percentage of Black students in schools
« Percentage of Puerto Ricans in schools

« Pupil mobility (the average number of schools attended by
the pupils in the last three years)

. Percentage of children from broken homes

+  Mumber of years of schooling completed by the fathev, if
present, otherwise the mother of a pupil.?2®

Other socioeconomic variables discarded by the analysts were percent-
age of children from broken homes, percentage of children 1living in




‘ ovemmwded housing, and pementage of children fmm famﬂies
ok receivin.g aid to c!ependent children, - Garms and sndth proposed an |
. ,f_,altemtion in the New York state atd fomula that essentially con.. e
| ; ';‘sisted of using a need—weighted ADA variable in the dis‘mibutlon o
J »;ﬁfomula in addition to the regular weighted average daily attendance e
7 (WADA) atterdance variable a1

- Garms and CGoettel 2 r’epiicated the above mentioned study with a
B larger sample and reported tha" "... using only three variablese~

percent of puplls from broken homes, percent of pupils 1ivi.ng in
overcrowded housing and years of educatlon of a pupil's mother-- :
along with the three interaction variables i_nvolvmg pairs of these -
vabiables, it is possible to predict 61.6 percent of the variance
in’sclbol achievement. w23 Their reasons for dmppihg fhe ethnic
identification variables were that the ethm.c 1dent1fication did not
provide pohtically viable categories. " 8ince close to 40 per\cent
of the variance in achievement scores remained unexplamed, the
authors understandably did not anphatlcally recamend the use of the
composite of the three sociceconomic VabiabJ.es as a measure of educa-

tional need in a state aid formula.

Obvmusly there is no agr*eanent among school pollcy makers as to the
best measure of educatlonal need. The ADA can be demved quite eas:Lly,

-hovever, it does not accmrately reflect *he need for educational

resources because school districts have to allocate funds on the basis
of errollment or membership rather than expected attendance rate.
School attendance has been found to be positively correlated with
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socioeconomic status and, hence, the use of ADA in a state distribu- "
tive formula would favor affluent school districts over the poorer 4
ones. The ADM measure does 1ot have the drawbacks associated with
ADA} however, it, too, falls to reflect higher resource requirements
of ccmpensatory and special education programs which cater to the : 5
‘poor and the handicapped children .

‘ Welghting various pupll subpopulations to derive an a,ggr*egate m easure
of school population reflecting educational need is an attractive o
prospect. Using relative cost ratios to weight pupils, however, o T

1mp11es that current allocation is optmal-—a hazardous assumption

to accept in the light of existmg reseamh findmgs pertaining to.
educational pnoduction functions.“ It may be that most of the obsewed:
differences in the per pupil costs of varlous progvams are JUS‘t a
reflection of the established pup:.l--teachei1 ratios and teaoher cer'ti- -
fication requuenents rather than the result of deliberate past |
resource allocation procedures aimed at maximizing the achievement of
desired outcomes of schooling for various °ubgroups of the school »
population. Further analyses of the causes of the observed differ— }'
ences in the costs of various programs seem necessary before any |
intelligent application of cost ratios to school resource allocation
procedures can be developed. It would seem that ohe of the most
useful functions of cost analysis, ‘such as the one conducted by
Mclure, is that it focuses the attention of school administrators
and policy makers on the heterogeneity of school population and the
different demands of the various subpopulations for school ser*vices;
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. Sorne of the reservations about the use of achievement scores in state
_-aid dist‘mbution formulas were mentioned ear'lier. Assessing educa-f
- tional disadvantage on the basis of achievement scores makes sense, e
- if the output measures on reading and math can be obtained in an 1
"unbiased form. Of all the different outputs schooling is expeoted :
 to produce, there would be least disagreenent regarding the 1egiti-_;~‘ e
| macy of 11teracy and nmnerecy as proPev outcomes of the schooling
process. '

As far as the use of socioeconomic indicators to identify disadvan-‘-'

tage school population is concerned, it seems that the data on income

and occupation--the best indicators of socmeconom.lc status--are ‘ :
‘difficult to obtain. The data that can be obtained by school personneli :
has not conclusively shown to be adequate. Census data would be a e
good source of information on socioeconomic status of the population

residing in a particular school attendance area, however, such data g v §r

is updated only every ten years, If it were possible to utillze

income information collected annually by the Tnternal Revenue Service,
then monitoring any change in the socioceconomic status of sohool

attendance areas would be possible. - | T

The application of the various approaches designed to identify educa~-
tional need may be expected to yield further insights into the

possibility of focusing educational resources on pupils and pmg‘ams
s0 as to maximize the outcomes of schooling with minimal imp()sition of

taxes. Using the fiscal capacity and educational need concepts dis-

cussed thus far, the rest of this paper will focus on the unique
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educational and financial troubles of the Chicago public schools,
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IV. THE CASE OF CHICAGO PUBLIC SCHOOLS
‘ v
Chicago can eas:dy be used as an illustrative example when dlscussn.ng
the plight of large urban sohool distr-icts. For the last six years,
the Board of Education of the Clty of Chicago has had dlfflculty |
obtammg adeQuate revenue to support ongomg pmgx‘ams In its |
response to the flscal-educatlonal cmsm, the Board resor*ted to a
variety of actions that has included measures such as increasing
class size, borrowing funds, not filling vacant positions, as well as
closing down the entire school system for a limited period of time.
In this part, following a brief discussion of the state aid formula
of last yeaf, Chicago will be compared with the counties in Chicago -
SMSA vis-a-vis the fiscal and educational need variables. Some com-‘
parisons involving Chicago and surrounding suburbs and other large
cities of Illinecis will also be made. Following tﬁe comparative
analyses, some recent recomﬁendations made by the Financial Task
Force of the Governor's Commission on Schools?® and by the State
Superintendent's Advisory Cammittee on School Finance?” will be
briefly reviewed. The new state aid formula will then be examined
ard, lastly, some possible problems and implications 6f deriving and
administering an equitable educational finance system will be dis~

cussed.

1. 1972 Illinois Foundation Program

In 1972, all eligible school districts in I1linois received state aid
accorﬁing to the following formula:?2®
State Aid = [(F. WADA) - (r. AV)) 1.19 + UB
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'w}m‘e:

F = $520 per pupil foundation 1evel
wm\ = Weighted Average Daily Atterdance (EY ementarvy ADA + _ ‘
| 1,25 Hign School ADA) . e
~ (dual school distpict over 100 APA - 0 87%)

= qualify tax rate (dual school district under 100 ADA - 0.908) o
(unit school distriet . l 08%);’ -

AV = state equalized assessed valuation of propem-y
UB urban bormus

The Illinois foundation progmm resembles the simplified Str\ayev-

Hais version pmesented earlier with the follwing exceptions. Instead .

of using a straight head count of pupil population, the formla uses
a WADA measure where a high school pupil is weighted 25 percent more

:’than an elementary school pupil. 'I'he dl.fferen<‘<: between the state

guamnteed amount and the amount to be raised locally in the Illino:Ls
vemsion .s ‘increased by 19 percent. large school districts are. _
eligible for an urban bonus, the amount of whichldepends on th‘e"siz’ev -
of the school district. Two additional pmvisions which are a part |

k of the Illinois program consist of: an alternative method of com-

puting aid when the amount of calculated state aid using the foamdation
formula provides less than $120 per WADA pupil; and a flat grant
equivalent to $48 per WADA pupil for eligible school districts not

receiving equalization aid.

As shown in the foundation formula, general state aid is computed as
follows. First, the district WADA is multiplied by $520 and the
product of assessed valuation and qualifying tax rate is subtracted

‘from the result. Next, the derived amount is increased by 19 percent.

Finally, if the district qualifies for an urban bonus, the bonus is
computed according to an established schedule and the bonus amount is
added to arrive at the total general state aid the school district
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would re’ceive. If the calcuiated amount provides less than $120 ,
per WADA pupil, the amoxmt of state aid is computed by mult:.plying
the quotient of the assessed valuation per pupil necessary to .
produce $120 state a1d per WADA pupil under the formula, divided
by the district's assessed valuation per~ WADA pupil and multiplled '
by $120. In no case would a district receive less than the minimum
flat grent of $57.12 per WADA pupil ($48 x 1.19). Table IT shows
the computation of general state aid for Chicago for the 1971-72

school year.,

The main variables determining state aid received by any school
district in I1linois are the WADA, the qualifying tax rate, and the
assessed valuation of local property. In terms of educational

need and fiscal capacity, the WADA variable can be said to represent
the need for educational resources whereas the assessed valuation
and the qualifying tax rate can be considered as reflecting fiscal
capac‘ity and tax effort respectively. The manner in which the
19-percent add-on is incorporated in the formula would have the
effect of funneling more dollars into relatively poorer districts -
than into richer ones of the same size. As its name indicates, the

urban bonus variable provides more money for largey school districts.

Although the distribution formula appears to take into consideration
educational need as well as fiscal capacity, the equity effect of
the formula is extremely limited.?® The limitations in the formula

arise for several reasons. There is wide variation in the local

property wealth. In 1972, equalized assessed valuation per pupil (AVPP)



Resstienn | WSSEEEES D R
| |  TABLE IT |
GENERAL STATE AID COMPILATION: 1971-72 SCHOOL YEAR

~ The State Ald Formula for the 1971-72 school year was based on a fourdation level of

. §520 pupil in ADA ,

+ a minimum flat grant of $u8 for all pupils with a qualifying rate of 1.08% ;

. the weighting of the ADA of all high school pupils by 1.25. R
; The school district does not receive this actual amount for each pupil but is allotted -
. payment on the following basis: DU f

1. Guaranteed Suppovt. The state guarantee of $520 per pupil 'is multiplied by the,'} .
; ‘Fotal WADA Tor ti'ﬁé best six months of the school year to determine the total
guarantee. : o

: Nees—-5125754, 09 (WADA) x $520 = $266,632,126.80 . SR

2. ifying Amount. Fach unit district (a district maintaining %nades,l(-m) must

%_%\'ﬂe a minimun tax rate of $1.08 per $100 of assessed valuation (AV) in dits

~ educational fund levy in order to receive equalization aid.* If it does not levy

the minimm rate, it is considered a flat grant district for aid purposes. The
dollar amount is computed as follows for 1971-72:

$12,672,;45%§50 (1970AY) ) .08 = 8136,862,527.60

Note: Since the cost per pupil for Chicago exceeds $520, the Board of Education
requests levies which require more than $1.08 per $100 of assessed valuation
qualifying tax. . The total net tax levy in 1970 for this educational fund was =
§224,962,041 and the total educational fund tax rate was $2.01 per $100 of

assessed valuation, a

3. Equalization Aid. The Chicago Board of Education claimed $129,769,599.20 which
Tepresents the difference between the total of the WADA (512,764.09) times the -
guaranteed support level ($520) and the qualifying rate ($1.08%) of unit dis- -
tricts times the equalized assessed valuation of the district. :

4, Add-On. The legislature has authorized cach district to apply an add-on percent-
age of 18% to the equalization aid which increases the total to $151+,li25,823.0l4. o

5. Density Factor. Additional legislation has provided that school districts witha
A o 000 or more may apply a percentage of 16% to that WADA. This addi~
gional amount, computed according to the normal formula calculations amounted to

42,661,138.00.

6. Flat Grant. The flat grant for Chicago, determined by multiplying WADA by $u8,
amounted To $24,612,196.32, Since the equalization amount is larger than the
flat grant, the former figure is used for the claim. .

: 7. Adjustment. The final formula computation requires that the total gross claim
o Tor the 1971-72 year be subtracted from the total gross claim for the 1970-71

T year, This positive/negative amount is added to/subtracted from the payments to
o be received in the 1972-72 year. This adjustment plus audit adjustments resulted

in a 1971-72 net claim to be paid during the 1972-73 year of $187,385,037.986.

- #The levy of $1.08 indicates financial support and effort on the part of the local
education agency.

Saurce: Facts and Fég% s, Bureau of Administrative Research, Department of Syétems
ysis Ta Processing (Chicago Board of Education, 1973)




 for unit distriots ranged from $3,544 to $101,808) for elementary

~ school dlstpicts from 5,388 to $403,0243 and for secondary districts
 from $23 945 to $246,980, %0 'I'he foundation level of $520 is Con-_‘i‘; gy

sldered low as oanpared with the actual net. operating expense per~

pupll which in the 1970-—71 school year amounted to 81, 052,“ The"_-ok:,

extreme variation in ‘assessed valuation gnong distmcts, ad the

, d:.ffemnce between -average operating expense per pupll and the ‘ |
four‘dation level indicate that for expenditures over $520 a mch}”
'disn"ict would be able to raise more money than a poor dlStt'lct at |
identical tax rates. 'I'he Governor's Task Force®? reported that a
tax rate of $1.00 per $100 of assessed valuatlon in the wealthleat
elementaxy district would produce almost 75 tnmes the revenue per

pupil as the same tax rate in the poorest dlst‘mct.

The flat grant provision is another factor that contributes to the [
dis-ec{ualization among school districts. The lgépemen_t add-on
feature of the fornnla further compounds inequality introduced by

the flat grant provision. The so-called urban bonus is 'actually a
honus for large school districts regardless of whether they are
‘urban or suburban. The distribution of the bonus is not contmgent
upon the wealth of the school district.

The only variable in the formula that reflects educational resource
requirement is the WADA. By weighting the secondary school pupils
at 25 percent more, the state takes into account higher costs of

secondary instruction. It was pointed out earlier that the ADA was

a less adequate measure of educational resource requirement than the
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 ADM and, also, that both the variables failed to reflect the
diffemntial needs of the school subpopulations such as the socm-

' ‘j_g_eoononically disadvantaged and the physically and the mentally
handicapped. : The State of Illinois pmv1des categorical aid to

.[f,'school dlstricts fcm special education, bilingual gifted, and other

- speoial progmms ‘I‘he case of special education mom will be s
7*5‘ discussed later in ‘thlS paper- In the following section some data

canparing C}uca.go with the metmpolitan counties in Chioago mSA,

| : sur'munding suburbs, and other lar-ge cities of Illinois will be pr*e-"
sented and discussed. - |

The Str'ayem-Haig type foxmula that was used to determme state aid
in Illi:\ois during and prior to 1972 did take into account the o
proper'ty value of the school districts when dlstrihiting educational
msmmes. The value of local property however, is only a partial
’indicator of local wealth and economic well-being. Othep economic
variables such as per capita income, median family income, median

‘ Qalue_ of owner cccupied housing, and per capita annual retail sales
are also considered as alternative indices of Qealth and economic |
well-being. Data on the above mentioned variables for the census
years of 1960 and 1970 were obtained for Chicago and the suburban
counties in Chicago SMSA (Table III). The data obtained would help
one study the correlation between the property value measure of
weélth and various other indices of econcmic well-being. The data
would also assist one in observing the change in economic well~being
over a decade implied by the various indices.
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Despite an increase of 33 percent in assessed property value per
capita between 1860 and 1970, the per capita assessed value of
property in Chicago remained the lowest of the metropolitan areas

as shown in Table ITI. The Increase of 33 percent which was nar-
rowly surpassed by only one suburban county is, in a Way,'misleading
because it seems to be more a result of reduction in population in
Chicago rather than an inc;rease in assessed value of property.

Between 1960 and 1870, thet total assessed value of property in
Cilcago increased by about 26 percent (Table IV). During the same
period, however, the population of Chicago dropped § percent. None
of the suburban areas, as shdwn in Table IV, rxverienced a ngth

in their preperty valués of less tﬁan 44 percent. Four of the
suburban areas had a growth of more than 50 percent. With respect

to total .population, all of the suburban areas experienced an increase
in population greater than 20 percent, with four of the five

suburban areas having an increase of greater than 30 percent. In "che"
suburbs, the increase in the assessed value of property was minimized
by the corresponding increase in population; whereas, in Chicago the
reduction in population resulted in an apparent gain in assessed value
of property.

In texrms of per capita income, Chicago lost ground as indicated by
the drop in its ranking frun four to six (Table III). This occurred
because Chicago experienced the lowest level of increase in per capita
incceme as compared with its suburban areas. The reduction in popula-
tion apparently did not have the same kmd of effect on income per

capita as it did on sssessed valuation per capita. Between 1960 and
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1970, the total income in Chicago increased by the smallest per-
centage as compared with any of its suburbs (Table IV). Whereas,
the aggregate income in Chicago increased by 41 percent, in none of
the suburban counties did the aggregate income increase less than
97 pexrcent. Thus, fiscal capacity as measured by income per capita
shows a definite decline for Chicago. This observed decline
reflects the flight of the affluent from the city to suburbia, as
is well known.

The drop in retail sales per capita ranking for Chicago is anothexr
indication of deteriorati}ig econcmic situation vis-a-vis its suburbs.
In terms of median family income, Chicago had the smallest increase
between the census years shown in Table III. The out-migration of
population from Chicago is reflected more in income variables than
in property value or retail sales variables. Chicago also experi-
enced the smallest increase in the median value of owner occupied
housing as compared with its metropolitan counties. Thus overall,
there does not seem to be a perfect agreement between indices as
regards the relative economic well-being of Chicago. This is more
clearly reflected in Table V showing the rank order correlation
between the variables. In terms of retail sales per capita and the
median value of owner occupied housing, Chicags seems better off
than same of its suburbs. However, with respect to assessed veilue
of property per capita and the income variables, the situation does
seem depressing. The relatively low rate of growth in the major tax
bases such as property, sales, and income for Chicago would be of
particular concern for schools ard other public agencies in the city.
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TABLE V

SPEARMAN RANK-ORDER CORRELATION MATRIX:
INDICES OF ECONOMIC WELL~BEING

Y S __ H FY
AV 20 -.12 0.3y .60
Y 57 .65 .86
s Y .50
H .85

Where:

Assessed Valuation per Capita

Income per Capita

Retail Sales per Capita ,

H = Value of Owner Occupied Housing (Median)
FY = Family Income (Median)

nwE

I8 1 n

The sociceconomic composition of the city population, as compared
with that of suburban areas, would clearly indicate the greater need
for public services in the city. Some data on families receiving
public assiztance, families with female head, as well as level of
schooling attained by the adult population in Chicago and counties
in Chicago SMSA were obtained from census reports (Table VI).

As shovm in Table VI, the median family income in Chicago in 1969
was lower than in any of its suburban counties. 'Close to eight per-
cent of the famiies in Chicago were réceiving'p\xblic assiéta:mé.

In none of the suburban counties, however, did the proportion of
families receiving such assistance exceed the two-percent mark.

Suburban Cook County had the lowest percentage of families receiving
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public aid, In Chic}ago, the perégntage of families with a female
. - head was twice as large as the percentage of such families in
suburban Cook County. In terms of family characteristics, Chicago |
. obviously has a disproportibnéte r;umber of broken families and |
families which are poor. |

The adult population of the city of Chicago has attained less school-
ing than the population in the rest of the metropolitan area (Table VI).
More than half the adult population of Chicago has not graduated from
high school. Chicago also has proportionately less college graduates
when compared with most of the rhetropolitan counties, particuiarly
suburban Cook and DuPage counties. Thus, the adult population of
Chicago has relatively less human capital embodied in it as compared
with the suburban population. To an extent, the relatively low

level of income of the Chicago adult population is a reflection of

the comparatively low level of embodied human capital.

The low level of income and education and high proportion of broken
homes indicate greater need for various kinds of public services in
health, welfare, housing, occupational training, as well as formal
schooling. The agencies providing various social serwices have to
compete with one another for scarce public resources. Thus in

large cities such as Chicago, public schools have to face more
competitors than their counterparts in suburban environments.

Besides providing social services for their residents, large cities

also provide services that benefit commuters from the entire
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métmpolis. Folice, fire, tra.nspoi*tation, and other public services
bénefit the city residents as well as the non-residents who use

the city as a work place or cultural center while paying théir
property taxes in the suburbs wheré the‘y‘ live. The additional
demands on the city resources repregent "municipal overburden." The
heavy social welfare services for family sup;oft” and health p(méoses N
that are associated with the large number of disad\ia'\taged’ r*esié
dents who populate inner cities, and the nninicipal overburden
considerably reduce the amount of resources that cities can
allocate to the schools, Table VII shows the gévemmental. éxpendi—
tures for education and‘non-education Mposes for Chi-ca,go'and the
suburban counties. The data are from the census of goverrments'
which is conducted every five years. As the pelevant data from
1972 census will not be available until 1974, data for 1957 and

1967 are presented in Table VII.

It can be observed in Table VIT that between 1957 and 1967 the
proportion of expenditure devoted to education dropped for all the
metropoiitan counties except suburban Cook. It will be recalled

that the population of these metropolitan counties underwent
tremendous growth around the same period. Educational expexﬁitur*e,

as & fraction of the total general expenditure, went up by about
seven percent in suburban Cook County and by over eleven percent in
Chicago. In both periods, nevertheless, proportionate educaticnal
expenditure in Chicago was considerably less than in the suburban
counties. The revenue for the general expenditures shown in Table VII

is derived from various sources. The school revenues raised locally
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are, however, mostly derived from property taxes. A comparison of ‘
total property tax and the education pqr*tion of the property tax
'could better enable one to appreciate fiscal problems of urban
s¢hools. Since tax data are not aggrégated by counties, some tax
cdnparisons for Chicago, some of its sumi*bs, ard othep large cities
of Tllinois are shown in Tables VIIT and IX.

Table VIII shows the total tax rates and the school tax rates for
some of the Chicago suburbs, Sincie suburban school districts and
municipal boundaries are rarely coterminous, the communities showh
in Table VIIT represent an arbitrary sample. In 1970, the property
tax for the listed cities ranged from $5.126 to $8.114 for $100
assessed valuation. It can be seen that although the Chicago tax
rate was close to the medlan tax rate for the listed cities, the
ratio of the Chicago school tax rate to the total tax rate was tﬁe
lowest in the sample. Whereas the ratio of school tax to total tax
shown as a pencentagé varied from 59 for Forest Park to about 72
for Northbrook, the comparable figure for Chicago was only about 38.

Even when Chicago is compared with other large cities of Illinois
outside of Cook County, the proportion of the property tax revenue
going to schools in Chicago is the lowest. As shown in Table iX,

the total tax rate in Chicago in 1970 was next to the highest;
whereas, in terms of the ratio reflecting the proportion of the
property tax revenue going to schools, Chicago ranked the lowest. It
can also be observed that for all but one of the cities listed, the
proportion of property tax devoted to public schools declined between
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TABLE VIIT

RANKING OF AGGREGATE AND SCHOOL TAX RATES:
CHICAGO AND SOME SUBURBS - 1870

» ~ASEregate ' School T
| Tax Rate = . |Tax Rate (STR) %

City (ATR) __ Rank | (STR) = Rank | TATRY _ Rank |
‘Northbrook 8.114 1 | seww 1 | 72,02 1
Oak Forest 7,980 2 | 5.506 3 |68.99 7
Winnetka 7.842 3 5.542 2 70.67 5
Evanston 7.658 4 5.450 L | 71.16 2
Palatire 7.402 5 5.260 s | 7.0 3
Oak Park 7.230 6 4,782 5 | 66,14 10
CHICAGO 6,912 7 2,710 15 | 39.20 15
River Forest 6.764 8 4.496 7 66.46 9
Oak Lawn 6.668 9 | 4.1908 10 | 62.95 13
Yorest Park 6.560 10 3.878 12 | 59.11 14
Bellwood 6.390 11 4152 11 | 64.97 n
Evergreen Park 6.210 12 4,284 9 | 68.98 8
Calumet Park 6.176 13 4, 344 8 | 70.33 8
Lincolnwood 5.338 14 3.788 13 | 70.96 4
Schiller Park 5.126 15 3.314 14 | 64.85 12

Source: Illinois Department of Local Goverrment Affairs, Office of
Financial Affairs, Illinois Property Tax Statistics - 1970
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1960 and 1970.

,‘ Data on indices of economic well-being and socioeoommic clmc-

‘teristics of the population in the Chicago metropohtan area, as well
as other fiscal data, show that various tax hases in Chicago, |
particularly real propevty have grown at a oonsiderably lower rate
as compared t:vith suburban counties; whereas, the disadvantagewsheés

of the population as indicated by educational and pbthy meas\rcea'

has increased considerably. Althoug‘n the people of Chicago pay fairly ,
high property taxes, the‘ Chicago public schools receive a smaller
Proportion of the tax revenue than the school districts in the sur-
rounding suburban area and other large cities in I1linois.

The prevalence of sociceconomic disadvantage in the general popula-
tion is even more grimly reflected in the Chicago school. population
(Chart I), In the 1970-71 school year, 24 percent of all children
errolled in Illinois public schools lived in Chicago. Of the total
Illinois special education enrollment, however, 37 percent was located
in Chicago. Similarly, of 412,599 E.S.E.A. Title T eligible p\\p.i],a o
in Illinois, 64 percent weve in Chicago. The Office of the Superin-
tendent of Public Instruction does not have data on pupils from

homes where English is not the first language, but the 1970 census

o reports do contain information on Spanish-speaking population aftending
_ school. According to the latest census of population, 64.6 percent of
' Spanish-speaking pupils in I1linois was enrolled in Chicago schools.

Special educational programs for the physically and mentally handi-
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capped, fhe socioeéonanically disadvantaged, and non-English speaking
pupils cost more nbney; The additional cost to the Chicago Board of
Education for some of the special educatioﬁ programs are shown in |
N Table ‘X. In 1973, $84 million were allocated by the Board of Educa-
tion for the teéching of reading and related activities. This did
not include $21 million of government funded projects dealing with
the teaching of reading and related activities, and an additional
Board appropriation of $4 million for special projects for the teaching
of reading.?' The $25 million allocated to the special projects in |
reading and related activities represent the best effort on part of
the Board to provide compensatory programs for children from socio-
econcmically disadvantaged homes.

The only need variables in the Illinois school resource distribution
formula were WADA and density. Other pupil-need characteristics such
- as socioeconomic disadvantage or not having Engiish ov the first
language were absent in the state aid mechanism, except as reflected
in the density factor. Although the state did provide categorical
aid for special education programs, the pattern of reimbursement was
quite inadequate as shown in Table X.. The reports of the Finance Task
Force of the Governor's Coammission én Schools and of the Superinterudent"s
Advisory Comittee on School Finance concurred on the inadequacy of
t}:e state's school finance system and recommended various alternative
. ways the system could be improved. In 1973, the Illinois legislature
approved an alternative state aid formula for distributing educational
resources to school districts which was signed into law by the
governor. The detaiis of the new state aid formulas will be presented
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TABLE X

DIFFERENCE BETWEEN EXPENDITURES AND REIMBURSEMENTS:
SPECIAL EDUCATION PROGRAM - 1973 FINAL BUDGET

Amount . Mount ,
1} Appropriated | Reimbursable

Program Per Pupil Per Pupil
Educable Mentally Handicapped © 81,03 | $ 77 )
Trainable Mentally Handicapped 1,201 | , 825
Physically Handicapped 2,470 | 1,034
Socially Maladjusted 1,810 1,101 | 709
Blind and Partially Seeing 2,669 1,250 1,419
Deaf and Hard of Hearing# 2,174 1,065 1,109
Multiple Handicapped 1,450 853 597

Source: 1973 Annual School Budget, Board of Education, .City of Chicago.
rigures derived by M. rge Coltman, Budget Aralyst, Department
of Financial Planning.

%Includes Preschool Deaf
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and analyzed following a brief discussion of some of the proposals
made by the Governor's Finance Task Force and the Superintendent's

Mvisér'y Committee on School Finance.

3. Some Recent School Finance Proposals

Plans Recormended by Govermor's Task Force on Sohool Finance

The Finance Task Force of the Governor's Commission on Schools recom-
mended a three-tier formula®" for the distribution of current
operating funds for education. According to the recommendation, the.
first tier would consist of a basic grant given to all students

' regardless of the district in which they reside to ensure a minimum
level of education. The second tier would consist of a chosen level
of expenditure per pupil which would be equalized by the state to
ensure that school districts with a comparable tax effort would
receive equal revenues per pupil. The final tier provides for
additional revenue through increased local effort.

The three-tier formula would weight pupils by grade level as well as
by economic disadvantage.®® Special education students would also
be weighted to reflect the proportionately higher costs of special
education over regular school programs.®® Some of the weights
recommended by the task force are shown in Table XI. The task force
also recamended the use of a WADM for elementary school pupils and
the use of WADA for secondary school‘;‘students.
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% TABI.E XI

RECOMMENDED WEIGHTS FOR THE REGULAR AND
ECONOMICALLY DISADVANTAGED FUPIL

- Weight
Grade Level Regular Disadvantaged
Kindergarten (1/2 day) 0.55 0.6875
Grades 1 - 3 1.10 ©1.3750
Grades 4 - 8 1.00 1.2500
Grades 9 - 12 1.25 1.5625

Source: Final Report of the Finance Task Foree,
Governor's Commission on Schools: A Néw
Design: Financing for Effective Education -
- in i%%inois December, 1972

The impact of the three-tier formula would vary according to how
the formula is operationalized. Three altermative formulations
suggested by the .ask force are shown in Table XII.

As shown in Table XII, the first alternative resembles a Strayer-Haig
formula with a flat grant provision. The larger flat grant would not
help in equalizing educational tax burden since the monies would go

to every district regardless of wealth. The second tier, with the
minimum tax rate and an expenditure range of $600, would have limited
equalization effect; whereas, the third tier is obviously tolerant

of unequal spending. The weighting of students and the use of mem-
bership rather than attendance for counting elementary pupil population
would provide more resources to schools serving a disadvantaged pupil

population,
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The second alternative is a resource equalizing formula. Elimina-
tion of the flat grant found in tier one would reduce some '
inequitable effects of the formula. The expenditure ceiling of
$1260 per weighted pupil (ard the tax ceiling of $3.00 per $100
assessed valuation) would hélp districts with low assessed valuation.
Given the extreme variation’ in assessed valuation per pupil in the
state, it is ciuite conceivable that some distriets would be able
to raise more than $1260 per weighted pupil at the maxinnm desjg~-
nated tax rate. For such districts, the iegislatu;ék would have to
determine what to do with any reveﬁue raised in excess of $1260

per weighted pupil. The task force report was also an,ue in regard
to school districts with present tax rates eocceeding the proposed
maximun tax rate. The second alternative Qould reduce disparities
in per pupil expenditures by local school districts.

The third alternative proposed is a power equalizing forrmla. Under
such a formula, the state would establish a schedule of per pupil
expenditure and a correspondingk base tax rate. School districts
selectiiig a given expenditure level would have to tax themselves at
the rate associated with their selected expenditure level. State
aid to the school district would amount to the difference between
the selected expenditure level and the revenue raised from local
property tax. A power equalizing formula can have a built-in incentive
for school districts to make greater local effort. The possible
equity effects of the formula would be largely determined by the
selected levels of expenditure and the associated tax rates. This
formula encourages disparities in expenditure levels.
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| Through the use of the weighted pupil membership measure which gives |
special consideration to sociceconomically as well ss phy‘sically and
mentally handicapped pupils, all- three alternatives of the three-
tier formila pibposed by the task force would be responsive ‘so
educational need. In terms of equity of tax burden, however, one
may expect differential effects. The first alternmative would be the
least equitable of the three. Without more specific information
pertaining to excess revenue msed with the designated maximurn tax
rate (in the second alternative) and to the established expenditure
and tax rate ceiling (‘in the third altenxative) it would be difficult
tok determine the tax burden which would be imposed on scheol dis-
tricts. All three altematives, however, kadvocate con‘tinued‘ reliame
on the pmperrty tax base of local distriets for raising revenue, eveh
when it is well known that the property tax is regressive and inelastic.

Plane Recommended by State Superin_tendene "e Advisory Committee

The State Supevintei"dent's Advisory‘ Cormittee failed to reach con-

sensus regardmg a system of financing public schools in Illinois. The

comnlttee, however, recarmended three plans., The plan preferred by

most of the oarmlttee menbers was "full state fundmg " Under such 8 s

a plan, education in Tllinois would be financed through a state property
'I'he state aid fomula would allaw for the additiona.l oosts | | -

]associated with pmgvams for atypical children when‘dlstmtntmg n ': e
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a particular rate, i.e. s make equal effort, would be guamnteed

the same dollar amount per pupil expenditure This plan is identical
to the second alternative of the Governor's 'I‘ask Force on School |
| 'Finance. The third finance plan recomnended by the advisory conmittee
was nmely a modified Smayerh}iaig formuila. The proposed chan,ges

in the emst:.ng fomula included: an in(mease in the foundation level, g

’ o use of a varying foundation level, an inetease in percentage add-ons,
o an inmase in the qualifying tax rates; the elunination of the flat i
i gt‘ant; and the elimination of the alter'native means of computing : S

X _state aid.

ASlde from the thme genenal approaches to school finance, the ccm-
| ‘mittee also recannended various measwaes that would make the: school
fmance system m:me equitable and effective. 'I'he comnittee
' r*ecorrmended ‘the discontinuation of categorical funding of special
,’ mbgr‘m\s as well as the density bonuses, and reeannended using a. ;

‘ system of weightmg factors instead 'I'he programs for which weight-
ing factors would ‘have to be developed include preJdndergarten, -

fmidergar'ten, basic pmgrams, special education, prevocational X
education, vocational education, bilingual education, canpensatory .

. education, gi_fted education. “The weighting factors would be
e derived frcm the differential costs of these 'I'he basic
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 the use of WPIU instead of ADA for the funding of all educational

'Full State Funding". Among the alternative school finance programs

proposed by the superintendent's advisory committee, the one per-
taining to full state funding of schools would be most equitable;
however, it would also be most difficult to implement. Some of the
most frequently expressed reservations about full state funding
concern poscible loss of local control over schools and the pbssibility

of state-wide teacher contracts.

Many Americans fear that a centralized state school system would
necessarily be insensitive to local needs and problems, and that

state control of school finance would ultimately result in state-

wide standardized curricvlum and an end to local autoncmy in |
educational matters. The pmponents of full state funding have been
careful to point out that under the1r plans the goverance of schools

~ would be left with the local boards of educatlon. 37 The state would |
~ levy the necessary taxes to raise the revenue required for supportmg '
- schools and distribute ‘the resoumas to the local school distpicts. -

The Plelscmann Comniss1on did recomend a two-tler bargaining system o

o whero tie major economc 1ssues--salaries, hours of work, workload, i
e j”"frmge beneflts--cwld be dealt mtn at the state level while local
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Under full state funding, more elastic sources of revenue than real
property could be utilized as the future resource requirements of
schools increase. In texms of distnibuting the revenues naised,

the state could distribute funds to school districts using fomulas
which would take into account the differential needs of the pupils
and regional cost variations. The state would also be able to dis-

tmbute resources to larger units of government than school distmcts, |

as well as to children or their parents. Diverse special educational
‘needs may be better met by either centr\alizing facilities offermg a.
~ variety of special pmognams or by decentt‘alizing and allowing the .
pmspective recipients to choose the place where they would purchase k

the needed serwvices.

n}]qual Eb{piil’)ditur‘é'fo‘r Bq@l Effort", The equal : i for equal e

effort or the power equalizing formila based on arguments presented by o

Coons, Clune, and Sugaman” would remove the correlation between it
local wealth and expenditures. This procedure would also preserve

flexibility in local experditures and make it easier for expemiitures S

to be related to educational needs. Oombined with a distmlmtive o
fomula that would allocate resources accordmg to some adequate ‘ e
' measure of educational need, the power equalizmg formula would pm-
vide equity in the distmtntion of tax burden, and at the same t:me, g

fdis‘mibute educational resources mthe spirit of equalizmg educa— L
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' suchas ind‘ease inthe_fomdation le\}ei and qualifying tax ns;te" t‘ .
and the use of Weighted mpil In'stmctiOnsl Units (WPTU) :lnsté'sd k
of WAm, would remove many of the mequities in the existing founda
tion pmgram

Alternative Resource Equalimer Formula |
Both the govemoiﬂ's task force and the superintendent’s adviSory‘
octrmit‘tee reconmended measures that would make school fmance 1n E

Tllinois more equitable and effective. The proposedCha"g es vang ed s

from modifying a Strayer-Haig type foundation program to inStitut:lhg | f P

© full state funding of public education. On July 18. 1973, however,
the governor signed into law House Bill 1484 and instltuted an
alternative resource equalizer formula for financing public schools

of Illinois.

Under the auspices of the altematlve ‘resource equalizmg state aid
fonmla, all the school districts in IllmOis w111 be a.ble to have
an expenditure level of $1260 per welghted pup11 withm the next four
years. The offlcial fomula closely resanbles the second a.‘lte;mtive b
recomnended by the Pmance Task Foree of the Govemor 3 Comission CE
: ”_on Schools disoussed earlier. 'ff S | i

| Accorﬂne 4to, the fomnaeachscmo ool distx»iet in Nlinots
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| assessed valuation in the case of K-8 dietrict; and $1.05 per $100
assessed valuation in the case of 9-12 district.*® Taxing at the
mtesmentioned above, a K-12k school district would be able to raise
$1260 per vﬂ\DA pupil, if it had an assessed valuation of $ué‘,oqo per
weighted pupil. To raise $1260, a K-8 district would require an
assessed valuation of $64,615 per WADA pupil, and a 9-12 district
an assessed valgation of $120,000 per WADA pt:pii,' School districts
currently taxihg at higher rates than those newly established VwOulyd

have to roll back taixe"s to conform with the'requyirements" of the
fdzm’l‘a or havek‘the excess tax'appmved by a local refefendwn.

If a school district levies the appropriate established tax rate, -

the amount of state aid received would be the difference between
$1260 and the actual amount of local revenue per WADA pupil. No
district would receive an increase in state aid greater than '

25 percent of the prior year's state aid claim.

Two categories of pupils would be weighted at a level higher than
1,00, The ADA of all pupils in grades 9 through 12 would be
multiplied by 1,25, 'I'he number of pupils in a distpict considered

as elxglble tmder Title I of the Blenentary and Secondary Education .
:'Act (BSEA) of 1965 wmnri w:-emt in an mcrease m the WADA rangmg ik

S ~’i"_>fmn 1 375 to 1 750 per pupil. - ‘I'he disadvantagedkfactor would be Lo

;dgtem.ined by the natly_ of'the pevcentage of pupilé eliglble for

:T_\.tlé:I m the distrlct to the percentage of 1 p:L].s eligible_for\
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Under the r*esounee equalizer formmla, sc}\ool districts with lower ’
| assessed valuation per weighted pupil than those set iny’fhe fonrdxle -
would have $1260 per weighted pupil for educational purposes |
regardless of the amount of money raised through local property

tax. The lower an assessed valuation per weighted pupil of a

school distriet in cdnparison with the one preSC'r'ibed by the formula,

the gr@ter the amount of state aid per pupil a school district

would be entitled to receive. If the resource equalizer. fomula were
the only educatlonal resource distmbutlon formula in force, the | O
state 1eglslature would have had to decide what to do with revenues_ o

in excess of $1260 per weighted pupil raised by the very rich dis-

tricts of the state when taxing at the prescribed level. By providing =

the school districts with the option of choosing between the resource
equalizer and the Strayer-Haig formula, the stete has endowed school i
districts with a high assessed valuation with the benefits of the |
flat grant and percentage add,—on,fea,tures of a feurmdation program

: 'I‘,huse,' one may expeet some cliSpaiﬁities ih‘edu,cational expenditures o
between school di'str#icts'fco, continue to exist, although the range in -
| per pupil expenditure may be reduced,

- One would ot expect én equitable dlstrlbution of the total tax

e T iburden to be obtamed under the resource equalizer plan ‘because»of
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The assoolation between the amount of state aid a school district
recelves and the per pupil assessed Valuation may provide suffi-
cient finanoial innentivé for local governments to w\deraésess |

property. A atate~wide assesament of pmpemy, however, might o
effeotively eliminate such a deficienoy

' 'I‘ne‘ prb(fision giving higher weight to ESFA éligible pupiis re'cog‘
nized the additional resource requirement of soeioecomnically |
kdisa.dvantaged pupils. The channeling of additional r'es«.umes to
school distriots serving disadvantaged pupils would contribute |
ktowards equa.lization of educational opport\mity among children
attending schools in Illirois.

; Despite the impmwement in the school finance system bmught about e
by the addition of the rescurce equalizer formula, it will be

| neces.,ar'y in ‘the future to tap more elastie sowmes of revenue for B -
i :the finaneing of educational entarprise. | In the distribution of .

' educational resources. a more canpmhensive system that m.lld takefrl el

o _cognizance of highem r‘eswwe needs of socioeconarﬁcal)y disadvan-;

~‘ taged as we11 as of phyeically a.nd mentall y ha icapped p,lpﬂe and o

 of wpils whose first language s other tmn Frgl{sh wuld be
0 required if’ progress is to be made tomnis equalizing educational

o :oppor'tunity among different population gmups. ; Laer




V. SUMMARY AND DMPLICATIONS

Bringingk about equity in taxatiori and distr{butihg educational
- resources 80 as to ‘equalize educational opportw'tity are the two

major concerns of school fimnce prograns.

The assesément of equity in taxation is made particularly diffici;lt
by the lack of correlation between various measures of wealth and
income. The property tax, which 1s the local source of revenue for
financing schools, is 'régressive and inelastic, Fop financing any
future increases in educational expenditzres, it will be necessary

to tap more elastic tax bases than the pwoperty tax.

In the distr-ibutibn of educational resources, the primary con’ceam_ig

‘maximizing fhe production of embodied human capital in the Children e
atté:mdin.g schools, under the constraint ‘that as"‘equal‘ A diﬂﬁiwtion' L
of productive capaoities as possible be achieved an‘ong the various o
Segnents of the population, ' o

, _The limitations of most fjmnce mng beoam apparent when the
| resmmveness of such prograns to.the resouree requimments of 1arge
upban school population ia examjned. 'I'he Wpor'tion of pupils L
, r'equirhwg high cost speoial Pmm‘amS‘and sewices isyhigher in the
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Scme of the suggested changes, such as using achievement scores in
reading and mathematical ability to weight pupils requiring more
than average amount of resources, would channel more resources to
school disn\icts‘ with educationally disadvantaged pupils. As new
and better criteria to govern the distribution of the educational
dollar are developed, accurate information on the criteria con-
cerned would be necessary. In the State of Illinois, for example,
complete data on standardized tests in reading and math for all
school districts are not available. Accurate data on pupil
characteristics in the form that would enable identification of
pupils with multiple disadvantages are nonexistent. State leader-
ship in the designing and administering of an information System
that would provide data necessary for a need based educational
resource distribution system is absolutely necessary.

A reliable information system would also be a prerequisite to the :
development of an effective system of educational accountability. |
Monitoring of the distpihxtion of resources and of Vthe' educational

results achieved would yhopefully‘ lead to impmvement in the

efficiency of the educéfiohal sedtor of the public econcmy‘.' A coms-

prehensive pupil data system would also be invaluable for educational

- planning. To better estimate the future ‘resource requirements of o
‘the schools, accurate pm]ectlons of pupil PopulatiOns as. well as the .

' expec‘ted distribution of educational needs in the population would e
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are not confined just to the recipients of instruction in a school
and their local school district, The benefits of schooling also
accrue to the state and to the nation. Similarly, the costs of
incemplete or inadequate school:lng of individuals are borme, not
only by such individuals themselves, but also by their state and
nation. Individuals often move from the school district or the
state where they first receive sohooling. Thus, it is likely that
the benefits of an investment in schooling made by one school dis-

trict or state would acorue to another school district or state.

In view of the externalities associated with schooling and of the
mobility of population, it is essential that the responsibility for
the financing of education rest more on the state and the federal
govermment. In order to ensure the delivery of required school |
services to pupils, however, it is equally esséntial thaf the
administration and control of schools remain under local _goverménts.
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