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Foreword
The 16th annual National Conference on School Finance provided

another outstanding forum for the discussion of school finance issues.
The Conference participants included representatives of state educa-
tion agencies, professional associations, and state legislatures, as well
as professors of school finance. Sponsorship for the 16th National Con-
ference was provided by the National Educational Finance Project
and the Institute for Educational Finance at the University of Florida.
The National Education Association's decision to drop sponsorship for
the Conferences has resulted in the necessity to seek other avenues for
continuation of the Conference. The 1974 Conference will again be
sponsored by the Institute of Educational Finance, but continued spon-
sorship after 1974 remains uncertain.

In the aftermath of the U.S. Supreme Court's ruling in Rodriguez
there was a very high level of interest in various portions of the Con-
ference. Attendance was very high in the various group discussions
related to state school finance proposal, under consideration by vari-
ous states.

The continuing goal of the Conference has been to provide a
forum for the expression of different points of view and thereby con-
tribute to a better understanding of the multiple problems involved
in developing state school finance programs. The views expressed by
the presenters were their own and do not necessarily reflect views or
policies of the Conference Sponsors.

Once again, the winners of the awards presented abstracts of their
doctoral dissertations in school finance. The sponsors wish to express
appreciation to those members of the Conference Planning Committee
who served as a committee of judges for the awards.

Special recognition should be given to the program presenters,
reactors, and Conference participants. This group of dedicated edu-
cators provides the continuing life thread of the Conference. The
Conference CoChairmen wish to express their appreciation to the
members of the Conference Planning Committee for their assistance
and to the staff of the Institute who contributed to the Conference and
proceedings: Nelda Cambron, Carol Hanes, Thomas Melcher, Hans
Mercer, Juhan Mixon, James Stultz, Stephen Thomas, Sandra Watson,
and Jerry Wiblemo.
April, 1973

0'1

K. Forbis Jordan
Kern Alexander
CoChairmen



Getting Back to Basics
S. P. MARIAN% JR,

Assistant Secretary fur Education. Department of Health. Education, and Wel-
fare.

In an interview published a couple of weeks ago, Walter Lipp-
mann, now 83 years old and looking back over many decades of inti-
mate observation of U.S. political experience, said he has come to the
conclusion that he doesn't believe in trying to achieve human perfec-
tion through government action.

"I believe," he said, "in what we used to call meliorism. You can
make things better, but you can't make them perfect."

In this sense, I think most of us in this room would happily con-
sent to call ourselves meliorists, too. For "making things better," as
Liepmann puts it, seems to aptly express the necessarily limited social
objectives we have set for the 70's, echoing a new mood of restraint
that surrounds great issues such as school finance reform and the
proper Federal role in the education enterprise. We are no longer
making headlong excursions and excessive promises, but in the light
of 10 years' experience with Federal initiatives, making reform the
theme of our work.

The Administration's advocacy of education revenue sharing af-
firms this total departure from the absolutism that prevailed in re-
cent years, particularly in Washington. The President is saying that
in order for this Nation to go forward, it must first restore certain
fundamental principles of our governmental system, restore an atti-
tude of respect and tolerance for all partners in this Federal educa-
tional enterprise, andperhaps most importantrestore a humanly
modest appraisal of just what it is we are capable of doing with Fed-
eral dollars, assuming, as I hope, a continuing and increasing Federal
role constructed in a spirit of self-appraisal by Congress and the Ex-
ecutive Branch.
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I think that appraisal should go something like this:
We can ameliorate the problems of America, but we cannot Wit-

crate them, and it is explosively harmful, as we have learned, to mis-
lead the public into thinking that we can. Thus, all the theories we
devise and all the programs we design amount only to hopeful at-
tempts, nothing more, to unravel the knotted strands of America's
educational problems, and then to knit them back together into what
we believe will be a more orderly, useful, and just pattern.

But we will not know, and cannot know, whether what we do is
wholly right, or even fractionally right, until the solutions succeed,
or fail. We recognize, in short, as Alfred North Whitehead observed,
that all truths are in reality half-truths, and it is trying to treat them
as whole truths that plays the devil.

I hope you realize what a tremendous act of self-denial it is for
a Washington type to concede that the complete truth may be more
available to God and the States than to our everlasting bureaucracy,
particularly when, not long ago, reform of education, among other
things, seemed to be rapidly turning into a Washington monopoly.

Now, many billion dollars later, some people question whether
the Federal Government should intrude at all in educational matters,
other than continuing to mail out checks. These theorists are busy
formulating a newer but equally invalid species of the truth. They
see revenue sharing and the general thrust for governmental decen-
tralization reducing the Federal education establishment to the som-
nolence of 15 years ago, a time that is, when few people knew what
the government was doing about, education or took the trouble to
find out.

I dispute this ovetreactive, oversimplified version of the Federal
future. It could well he, for example, that the Supreme Court's de-
cision of March 21 will have the effect of stimulating a !Feat deal of
Federal involvement in the drive to correct the economic disparities
of our school support system. Certainly the decision does not rule
out such an expanded Federal role consistent with the President's
commitment to school finance reform in his 1972 State of the Union
message. He spoke in the document of "providing both fair and ade-
quate financing for our children's educationconsistent with the prin-
ciple of preserving the control by local school boards over local
schools."

There arc several way; the Federal Government could help do
this. In the grants consol!dation proposal before Congress, for ex-
ample, there are five ams in which the States and localities would
he directed to spend the shared revenuesthe disadvantaged, the
handicapped, vocational education, impact aid, and supporting serv-
ices.

A fifth area of aidthe priority to achieve equality of educational
opportunitycould easily be added if needed, enabling the Govern-
ment to pick up part of the cost of education in any State that agreed
to equalize its own school resources. Let me stress that I am not de-
claring a new Federal policy on this subject. But I find the idea rea-
sonable and attractive, and worth your close examination.

9
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My own feelings regarding the Rodriguez decision are mixed. I
do see it as a strong reaffirmation of the principle of shared powers
and the ultimate authority of the State in education. It underscores
the spirit of cooperative trust which is the real foundation of gov-
ernment in this country and without which no education laws, or
any others for that matter, can have any useful effect. And, finally,
the decision shuns the assumption that all issues must ultimately be
resolved by the Federal Government.

But I'll be honest: I was expecting and perhaps even anticipating
a vote that would have thrown out the property tax as the economic
foundation of the schools, as Mr. Rodriguez had petitioned. Perhaps
in my anxiety to correct financial inequity, I was willing to counte-
nance what would amount to governmental inequity, assuming un-
consciously, as do opponents of revenue sharing, that the States simply
aren't up to the job, or that they need inescapable legal coercion to
move purposefully toward ensuring true equality of educational op-
portunity.

But if some States are indeed giving inequitable support to educa-
tionand some undoubtedly arethe Court's view is that they should
be shored up, not that the system should to all practical ends be aban-
doned. The Court recognized that its decision may well delay the
advance of necessary fiscal reform in education, but was willing to
take that chance because it believes that the proper instrument for
action is the State legislature, and the proper reason to act is the
reasoned conviction of responsible State officials, and certainly not a
court order. Much as 1 want to see fiscal reform in education, I do
not want it at the price of further abdication of educational leader-
ship to the bench at any level.

Whatever the arguments that can be made about the question of
who should do what, the Court has spoken and the responsibility for
fiscal reform now lies with the governors and legislatures of the States,
as well as with the State courts, should it be necessary to resolve this
through the judicial process, which I hope can be avoided. The great
question now is, how well will the States respond? For with the ball
in their court, it becomes clearly their responsibilityone many of
them have not discharged with distinction in the pastto lift up the
poorer school districts with increased funding. Some may take the
Court's decision as a reason to slough off and even to abandon the
entirely hopeful beginnings of reform that are now under way. I hope
they will not and, indeed, 1 am confident they will not. For surround-
ing this issue, I believe we can see at the State level a new and neces-
sary commitment to equality of opportunity.

Governors and legislators in a number of States are responding
affirmatively to Justice Powell's caution in the majority opinion that
the Court "is not to be viewed as placing its judicial imprimatur on
the status quo," and his warning, further, that "the need is apparent
for reform in tax systems which may well have relied too long and
too heavily on the local property tax." The Court does not believe
that school finance calls for intervention from the Federal bench, but
all nine justices were agreed that the Texas school finance system,
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and by implication all the rest save Hawaii, are ter ibly wrong and
unjustly erratic in the quality of education th:, t %milts from district
to district.

In Maryland, for example, the decision found the legislature in
the middle of putting together an effort to help equalize school financ-
ing between rich and poor counties. An editorial in a Baltimore paper
observed that rich-county spokesmen immediately seized upon the
decision as a "victory" in that the Supreme Court was apparently say-
ing that the equalizing task was no longer necessary.

But Governor Mandel, fortunately, hasn't seen it that way, and
he is going ahead with all determination, intending that his State
will face up to the public educational responsibilities spelled out in
its own constitution.

Likewise, the Oregon legislature approved on the day following
the Court's decision a plan under which the State would assume vir-
tually all public school operating casts. The plan will be- offered to
the people in a special election May 1.

I am confident that reform efforts will continue to be backed by
governors, legislative leaders, and chief State school officers, not nec-
essarily because there are more than 50 lawsuits pending in 32 States
though I admit legal pressure helpsbut because these men and
women are responsible. humane individuals who understand and re-
ject the educational deprivation and the long-standing deficits in
equity that are the inevitable result of the severe economic disparities
among and within the States. Illustrative is the new policy position
adopted by the National Governor's Conference last Lune which
stated:

"The State role in financing elementary and secondary educa-
tion is the most vital issue currently facing the States. . . . State
action to achieve equal educational opportunity must begin
immediately, progress rapidly, and have the aggressive leader-
ship of elected officials in State Government."
II.

. . Review of the issues and approaches underscores one
critical pointthe wide variety of alternatives prevents a 'best
solution.' Nevertheless, States must focus on one prime objec-
tiveelimination of local wealth as the major determinant in
educational opportunity."

The HEW School Finance Task Force, under the direction of
Reed Saunders, has gathered further evidence of the active pursuit
of economic justice at the State level:

The Wisconsin legislature, for example, is considering legislation
sponsored by Governor Lucy which would provide property tax re-
lief, increase the State's share of the cost of public education, and in-
sure that all districts have an equal capacity to provide high quality
education .programs.

In Maine, Governor McCarter has sponsored legislation which
would provide for full State funding at levels of $630 per elementary
school pupil and $945 per secondary school pupil. In addition, ex-

1
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ceptional operating costs for special education, vocational etiMati011,
and those due to geographic isolation would under this proposal be
provided by the State.

In California, Governor Reagan last December won a five-ye--
battle to reform the. State's educational financing system when the
legislature enacted II $1 billion-plus tax-shift plan hicreasing the
State's share of the cost of publk schools from 35 percent to 50 per-
cent over a period of years, including an easing of the really heavy
burden borne by property owners in that State. Serrano, 1 am sure,
helped hem.

Governor Milliken of Michigan has, of course, been a long-time
proponent of reform and was, 1 believe, the first governor to advocate
near total State funding of schools. At this moment he is sponsoring
legislation which stipulates an "equal yield" formula of State aid
distribution to assure, among other things, that equal property tax
effort will bring in the same number of dollars per pupil in virtually

_every school_ilistrict in the State.
Governor Wendell Anderson of Minnesota was able, just about

the time of the Serrano decision, to persuade his legislature to raise
liquor, cigarette, sales, and income taxes, and to use the extra reve-
nues produced to, first, lower real estate taxes and, second, come up
with $600 million in new funds to increase State education support
from the 43 percent of 1971 to 70 percent today. Anderson is now
asking the legislature for still more funds for educational purposes
over the next two years in order to raise per-pupil expenditures in
all the poorer districts to a statewide average within six years.

While the legislatures of these and many other States have been
moving to ease fiscal inequities among their districts and studying
other alternatives to the financing problem, you may be wondering
what's been happening back at the HEW ranch.

A very general answer would be that we are planning how our
organization can most effectively adjust to the conditions of large-
scale grant consolidation which this Administration has proposed
and, at the same time, do the best we can to help the States resolve
such problems as finance. The Better Schools Act of 1973, as you
know, would consolidate some 30 existing State formula grant pro-
grams into a vastly simplified aid package, sharing the Federal reve-
nues while shifting administrative responsibility to the States and
localities. As you can appreciate, this means a major overhaul at the
Federal level, particularly in the Office of Education which operates
most of the various categorical programs which we now propose to
consolidate into five broad national-purpose areas.

Simply stated, we must now assume a new role that will best fit
our capacities -Ind san resources as well as match the needs of the
clients we serve. My conviction is that this role will be largely met
through expanded technical assistance by the entire Education Di-
vision of HEW. In this as yet unrefined conception, we would serve
as a national resource, a cooperative centralized bank of information,
counsel, discretionary funds, and research, linking the problems and
experiences of the States and communities into a national network
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of educational knowledge.
There has been ample opportunity in the past to fashion ration-

ally a Federal role of this kind, but the onset of massive Federal as-
sistance to elementary and secondary education in th! 1960's com-
manded that OE exercise stewardship over these funds and develop
grants management procedures as distinct from educai Tonal leader-
ship procedures. Consumed by these responsibilities, the agency's ca-
pacity to render technical assitance waned. But now the movement
from a categorically based funding posture toward a :lore general
financial support means that it is not simply desirable but essential
that we construct the new role, mission, and purpose in life, consistent
with what we should have been doing over the years.

The technical assistance function that I am speaking about would
be quite apart and distinct from the programmatic roleand bear in
mind that there will continue to he categor' .1 programs under reve-
nue sharing. Actually, we will still be responsible for several billion
dollars' worth, including a greatly expanded higher education student
aid effort as well as continuing discretionary resources for educational
reform. Thus, technical assistance would encompass, first, our research
and dissemination functions which are now centralized in the Na-
tional Institute of Education; second, the new Fund for the Improve-
ment of Postsecondary Education; and, third, a reoriented role for
the Office of Education itself as a center for professional expertise in
teaching and learning as distinct from paper passing.

Correspondingly, the emerging movement toward increased State
responsibility for the expenditure of Federal funds, and the immense
impact this shift in policy will produce at the State level, make it
imperative for the Education Division to provide leadership and
assistance and direction through presenting to State and local systems
alternative means of dealing with pressing problems.

How will this work? In a thousand ways in actual practice, of
course, but, in general, the various Education Division components
must study deeply and advise on matters of national educational need
and inform Congress on progress toward meeting them. Further, the
organization could be a prompter, facilitator, and advocate in a va-
riety of constructive Federal and State or Federal, State, and local
joint initiatives in education and in this way eliminate some of the
roadblocks to delivery of Federal services. This new position would,
of course, be entirely advisory in contrast to the authoritarian regu-
lation-enforcing characteristics of the categorical design. This intri-
guing metamorphosis is a direct expressinn of the philosophy under-
lying the Better Schools Act of 1973 which looks to the States as the
initiators and leaders of the reform and renewal of their own houses
of education. Helping them do their job will be our basic purpose.

The conception really isn't all that new as far as the Office of Edu-
cation is concerned, however, and we intend to build carefully and
substantially upon OE's already extensive experience in providing
technical assistance to SEA's a. LEA's, The agency has worked for
more than a decade, for example, in helping districts desegregate
under the provisions of Title IV of the Civil Rights Act, a role we
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hav'l expanded under the new Emergency School Assistance Program;
our Right to Read specialists, in another area of technical assistance,
find themselves at this point literally swamped !I requests for help,
and are quite frankly unable to. do all they are asked to do; another
example can be found in the ESEA Title I State Program Reviews
which were designed to determine how the State, were handling the
law's mandates; still another is the State Management Review ac-
tivity in the later 60's and early 70's under the ESEA Title V pro-
gram. The SMR's started out only as a check on State administration
of Federal funds, but later expandedat the States' request, of course
to embrace review and recommendations in all areas of State agency
administrative functions. SN1R teams have visited all 50 States at least
once and were in some States two or more times over the past two
years.

The School Finance Task Force itself is right now 4ivinq us a

Federal

extensive and valuable insight into the possibilities for
Federal technical assistance.

The Task Force was established in direct response to a command
from President Nixon to design solutions to elementary and second-
ar) finance problems. Thus, its mission at first was to examine the
schoo, finance situation in the States in the wake of the Serrano
decision and to sort out the implications for large-scale Federal ac-
tion. But its functions have gone well beyond that stage.

Over the past year this 10person team has been asked by 28
States for technical assistance of some kind or other and in 17 States
this involved at least one and as many as five on-site visits. Twenty
State education agencies, seven legislative staffs and four governors
commissions have been given assistance one or more times. But that
is not all. Analyses are being made, mostly under contract with out-
side experts, of outstanding finance study procedures and of major
legislation introduced this year. As part of a long-range strategy, a
series of substantial papers are now underway, partly by staff and
partly by outside experts, dealing with problems and issues ranging
from property taxation to the dimensions of local control, that are
of concern to State lawmakers in their efforts to improve financing of
the schools. Thus, from this first year of substantial progress, we may
expect the School Finance Task Force role to be an integral and con-
tinuing part of the Education Division's responsibility for assisting the
States. We also see NIE as having a significant role in providing long
overdue answers to pressing questions. We need to know a lot more
than we do about such things as the correlation between educational
expenditures and the quality of the instructional programs; about
how to measure educational need and translate it into financial terms;
about the variations in educational costs associated with different
curriculum approaches and different children including the gifted,
the handicapped, the geographically dispersed, and always the disad-
vantaged.

The States in most instances have neither the facilities, the man-
power, the time, or the money to dig out information through ex-
tended research to analyze their own problems, to explore alternative
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answers, or to find out what the other States are doing and whether
practices and procedures developed in New York, as an example,
might not be verlectly applicable in Ohio or Nevada or New Mexico.
I believe the talucation Division can bridge that information gap and
help in an important way to develop solutions that will work in all
the States, not as the expression of an inflexible, paper-theory national
policy, but as a sensitively blended compound of national resource,
State initiative, and local understanding.

In theory, of course, there. is nothing new in what I have told you
today. The Federal education establishment has always been intended
to act as the catalyst that would facilitate and speed up the reaction
time between the kind of studies you are pursuing in public and pri-
vate institutions and the implementation of usable new theories at
the classroom level. We were supposed to give the push that would
finally put educational reform in action.

Like the talent in the Bible, that sterling purpose of ours had
been lost, but is found again. This time, with your help, we intend
to expand our capacity to help, not deluded that we are on the high
road to perfection and determined to sweep aside all that barn our
way, but in a humbler, wiser, and certainly more realistic compre
hension of just what the Federal Government can do for education
to help make things better.

Gazing into my crystal ball at 400 Mary:and Avenue, I predict
that over the next 10 years the Federal role in education will at least
triple in dollars, diminish in categorical, dictatorial authority, and
greatly increase in the deliveryon callof sound, workable solutions
to the eternal problems which dog our pursuit of educational excel-
lence.

41 J



School Finance Reform in the States:
What Should Be Done?

JOHN J. CALLAHAN AND WILLIAM H. WII.KEN

Mr. Callahan, Advisory Commission on Intergovernmental Relations, Wash.
ington. D.C.; Mr. Wilken is a member of the Political Science Department, Georgia
State University,

Powerful judicial and political forces are now producing the most
sweeping revision of state school finance systems in American history.
Since 1970, state courts have invalidated the school finance systems
of California, Michigan and New Jersey.' State legislatures have ap
proved major revisions in the educational funding systems of Minn
sota, Kansas, North Dakota and Utah.a Equally important, significant
revisions are now being discussed in states ranging from Maine to
Oregon.a

Regardless of the state, most proposals for school funding reform
share a common objective: equalization of school district taxes and
expenditures. Accordingly, it would be reasonable to anticipate that
reform programs would convey the greatest benefits to school dis
tricts with the most extraordinary fiscal needs and the most deficient
fiscal resources. There is an increasing amount of evidence, however,
which indicates that this expectation may prove unfounded, ape
cially for school districts in major cities.

Clearly, most major city school districts have exceptional fiscal
problems. Much more than most other school districts, they must
educate concentrations of minority pupils, must compete with mu
nicipalities for available tax dollars, most meet exceptional operating
costs, and are deeply in debt.4 Close analysis of existing reform plans,
however, indicates that many are unlikely to deal with these problems
any more effectively than existing state finance systems.

Wilken and Levin, for example, show that Minnesota's widely

9
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heralded school finance reform plan has produced significant reduc-
tions in property tax rates and some increases in expenditures, but
has yielded very little redistribution of resources from the status quo
ante. Consequently, the state's city school districts are not much better
off relative to all other districts today than they were prior to reform.

In the same vein. Berke-and Callahan suggest that one widely dis-
cussed reform, full state funding, is likely to reduce major cities'
school expenditures while increasing their school taxes.e Similarly, an
analysis of seven school finance reform plans proposed in Kansas,
Michigan, Minnesota and New York indicates that only two would
provide cities with more than $200 per pupil in additional aid. All
the others would cause cities to lose aid either to suburban or rural
districts.?

What, then, should be done? One recent and widely-read study of
school funding argues that states can achieve "fair" equalization of
school district finances by distributing aid in inverse relation to the
per pupil revenue yield of local educational tax effort." Correspond.
ingly, it asserts that several other widely discussed criteriaincome,
municipal overburden, factor cost, and educational need are basically
irrelevant, dismissing them as ". . . important to think about but not
essential to act upon . . ." in any initial reform program.9 Focusing
on the nation's major cities and their respective states, this paper eval-
uates this judgment.

TAX EFFORT-REVENUE YIELD PARITY

On the face of things, equalizing school district revenues on the
basis of educational tax effort seems to be quite fair. As its proponents
contend, it would guarantee equal treatment to both taxpayers and
schoolchildren regardless of their school district. Put another way, it
would make school finance a function of state wealth. Simulation
analysis, however, suggests that this prescription may be much less
equitable than it seems.

Assume, tor instance, that states with major city school districts
decide to guarantee parity between educational tax effort and per
pupil revenue through district power-equalizing aid systems. Assume,
moreover, that the district power-equalizing aid systems require no
new state funds and that all school districts maintain their 1971.72
expenditure levels. As Table 1 shows, this would result in a reduc-
tion of state aid to about half of the nation's major city school dis-
tricts, the unweighted mean aid occasionally decreasing by about 50
percent. Additionally, almost all majo- city school districts would be
forced to raise their tax ratesand owing to their relative property
wealth, often substantially. As Table 1 reveals, educational tax rate
increases of over 100 percent would be common with the average in-
crement ranging between 50 and 60 percent.

But what if tax effort-revenue yield parity were assured through
another type of state aid system? Or what if school districts elected ex-
penditure levels greatly different from the 1971.72 levels? In either
event, most signs point to the fact that major city school districts

A 1^44

.



School Finance Reform

TABLE I

ACTUAL AND SIMULATED STATE Am AND TAX Rkms ay CITY

City by Region

Stale Aid

Actual
1971.72

Per Pupil
Simulated,

District Power
Equalizing

Educational Mill Levy
Simulated,

Actual District Power
1971.72 Equalizing

NORTHEAST
Baltimore ;420 $332 12 16
Boston 242' 226 29 29
Newark 363 365 38 27
Buffalo 676 627, 14 12
New York 559 556 16 24
Rochester 574 663 17 17

MIDWEST
Chicago 399 319 3 16
Indianapolis 266 236 6 18
Detroit 362 168 0 34
Minneapolis 391 422 8 19
St. Louis 247 185 1 18

Cincinnati 147 106 0 32
Cleveland 139 112 I 25
Columbus 162 184 4 19
Dayton 177 112 1 34
Milwaukee 184 228 8 24

SOUTH
Miami 391 502 II 10
Atlanta 246 410 12 24
New Orleans 349 166 3 16
Dallas 275 194 9 14

Houston 322 191 9 14

San Antonio 375 178 9 12

WEST
Los Angeles 318 376 3 15
Long Beach 184 303 0 14

Riverside 332 327 I II
San Diego 278 32S I 11

San Francisco 207 307 0 24
Oakland 230 380 3 14
Dent er 192 229 7 18
Portland 157 108 4 25

Source: National Education Association Research Division, "Local School System
Budget Surveys," (197142), State data are drawn from selected state sources,

For example of calculations, see Appendix,

would be placed at a fiscal disadvantage relative to most other school
districts. One key reason, of course, is that major city school districts
tend to have much greater property wealth per pupil than most other
school districts. Accordingly, as Table 2 shows, one mill of educa-
tional tax effort in major city school districts usually raises much
more revenue per pupil than in most other school districts. Conse-
quently, so long as states attempt to equalize solely on the basis of an
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effort-yie.d relationship, major city school districts are likely to face
both an increase in relative school taxes and a decrease in relative
state aid.

'FABLE 2

CrrvSTATE 1/111 PUPIL TAX YIELDS, 1971.72

City by Region

Revenue Yield Per Mill of
Property Tax Effort

City/State RatioCity State

NORTHEAST
Baltimore $ 23.38 S34.74 67
Boston 20.79. 26.66 78
Newark 11.76 26.72 44
Paterson, CliftonPassaic N.A. N.A. N.A.
Buffalo 25.19 34.99 72
New York City 50.04 34.99 143
Rochester 38.13 34,99 109
Philadelphia 22.73 19.77 115

MIDWEST
Chicago 57.13 42.01 136
Indianapolis 17.64 17.82 99
Detroit 18.60 18.79 99
Minneapolis 57.40 25.51 225
Kansas City 26.99 23.07 117
St. Louis 28.15 23.07 122
Cincinnati 30.18 25.15 120
Cleveland 31,94 25.15 127
Columbus 21.88 25,15 87
Dayton 26.66 25.15 106
Milwaukee 29.91 27.95 107

SOUTH
Miami 35.71 28.57 125
St. Petersburg 21.11 28.57 74
Atlanta 48.28 17.12 282
Louisville 38.11 29.16 131

New Orleans 42.56 25.64 166
Dallas 57.60 16.99 339
Houston 42.31 16.99 249
San Antonio 25,99 16.99 153

WEST
-Ens Angeles-Long Beach (30.09/40.07 45.53 132/88

San Bernardino-Riverside-Ontario 53.88 45.53 118
San Diego 49.63 45.53 109
San Francisco-Oakland 112.63/66.01 43.53 247/145
Denver 47.75 29.66 161

Portland 35.29 32.38 100

Source: National Education Association Research Division, "Local School System
Budget Surveys," (1971.1972). State data are drawn from selected state education
department reports.
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Equalization and Income

But is this fair? This, of course, is debatable. It is quite clear, how-
ever, that it ignores the fact that major city school districts must col-
lect their property taxes, in part, from individuals whose incomes are
not very much higher than those living in most other school districts.
As Table 3 indicates, per pupil property values yields in 42 of the
largest American cities are 26 percent greater than the unweighted
average of their respective states, yet per capita incomes in the same
cities are only 5 percent greater.

In one respect, however, even per capita incomes overstate the
wealth of major city school districts. Although major city school dis-
tricts have slightly above average per capita incomes, they not only
have a far greater concentration of poor families than most other
school districts, but also have a relative lack of affluent families.
As Table 4 reveals, the proportion of poverty families in the nation's
major cities during 1969 was 10 percent greater than in their respec-
tive states; moreover, the proportion of affluent families was 7 percent
less.

Equalization and Wsnicipal Overburden

Equalization on the basis of educational tax yield not only fails
to recognize that cities have a high concentration of poor people, but
also ignores the fact that cities face extraordinary noneducational
needs and demands. As Table 5 shows, the nation's largest cities have
per capita, police expenditures that are 53 percent higher than the
average of their respective states, have fire protection expenditures
that are 91 percent higher, and have refuse and disposal expenditures
that are 87 percent greater. Similarly, where the same cities have re-
sponsibility for the function, health and hospital costs are 75 percent
higher, and sewage costs are 66 percent higher.

The higher cost of these services reflects itself in the much lower
proportion of local budgets that cities can allocate to education. As
Table 6 shows, central cities in the nation's 36 largest metropolitan
areas allocate 33 percent of their budget for education, while their
suburbs and local governments in the same states devote 57 percent
and 46 percent respectively. Hence, if cities could devote the same
share of their local expenditures to education as their surrounding
suburbs, they would outspend suburban and rural districts by far.

The retarding effects of municipal overburdens are especially no-
table when one notes the level of effective major city local tax rates.
As Table 7 shows, major city school districts not only have consider-
ahle non-educational fiscal requirements, but they also have local tax
rates that are rarely surpassed by other jurisdictions in a state. Thus,
in the 36 central city areas surveyed, 16 have total local tax rates that
are more than 20 percent above the state average; while several have
tax rates that range as high as 70 percent above the state average.
These excessively high effective local tax rates make it virtually im-
possible for these jurisdictions to raise their taxes for education or

rs.
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TABLE 3

CITY-TOSTATE RATIOS OF PER PUPIL PROPERTY VALUES AND PER CAPITA
INCOME. 1970-1972

City.toState Ratio of:

PupilPupil
Property
Values,

(2)

Per Capita
Income,

City by Region 1971.72 1970 (1)1(2)

NORTHEAST
Baltimore 67 81 83
Boston 78 88 88
Newark 44 89 49
Buffalo 72 83 87
New York City 143 102 140
Rochester 109 95 115
Philadelphia 115, 95 121

MIDWEST
Chicago 136 100 136
Indianapolis 99 114 87
Detroit 99 108 92
Minneapolis 225 122 184

Kansas City 117 109 107

St. Louis 122 95 128
Cincinnati 120 105 114
Cleveland 127 92 138
Columbus 87 105 83
Dayton 106 96 1W
Milwaukee 107 109 98

SOUTH
Miami 125 110 114

St. Petersburg 74 107 69
Atlanta 282 127 222
Louisville 131 118 I11
New Orleans 166 115 144
Dallas 339 128 265
Houston 249 118 211
San Antonio 153 85 180

WEST
is Angeles-Long Beach 132/88 112/110 118/80
San Bernardino-Riverside-Ontario 118 96 123
San Diego 109 96 114

San Francisco-Oakland 247/145 116/106 213/137
Denver 161 119 135

l'ortland 109 118 92

Source: National Education Association Research Division, "Local School System
Budget Surveys," (1972). Sales Management's Survey of Buying Power, (1971).

any °dux pressing service. Indeed, by further raising taxes, central
cities ate promoting the continued flight of middle and upper income
families and taxable property values ;rom city to suburban areas. The
loss of tax base, in turn, creates further tax pressure on the central city.

M..... J.
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T ABLE 4

CITYSTATE PROPORTIONS OF POOR AND Rtot FAMILIES, 1969

%

City by Region

of Families Having
Income Less Than

Poverty Level
1969

% of Families
Earning More
Than $15,000

1969

City State City State

NORTHEAST
Baltimore 14.0 7.7 16.7 28.6
Boston 11.7 6.2 18.1 25.2
Paterson, CliftonPassaic 9.2 6.1 21.9 29.5
Newark 18.4 6.1 12.4 29.5
Buffalo 11.2 8.5 14.1 26.5
New York City 11.5 8.5 23.6 26.5
Rochester 8.9 8.5 20.5 263
Philadelphia 11.2 7.9 18.2 18.3
Pittsburgh 11.1 7.9 16.3 18.3
Providence 11.7 8.5 17.4 18.9

MIDWEST
Chicago 10.6 7.7 23.3 P5.4
Indianapolis 7.1 7.4 24.9 19.4
Detroit 11.3 7.3 22.6 26.7
Minneapolis-St. Paul 6.9 82 22.2 20.3
Kansas City 8.9 113 20.2 17.1
St. Louis 14.3 11.5 13.0 17.1
Cincinnati 12.8 7.6 17.6 21.6
Cleveland 13.4 7.6 15.3 15.3
Columbus 9.8 7.6 18.5 18.5
Dayton 10.6 7.6 19.0 19.0
Milwaukee 8.1 7.4 19.2 19.8

SOUTH
Miami 10.9 12.7 21.5 16.8
Tampa-St. Petersburg 10.7. 12.7 14.2 16.8
Atlanta 15.9 16.7 18.9 15.2
Louisville 13.0 19.2 15.1 11.6
New Orleans 21.6 21.5 19.9 12.8
Dallas 10.1 14.6 25.1 16.5
Houston 10.7 14.6 22.9 16.5
San Antonio 17.5 14.6 13.3 16.5

WEST
Los Angeles-Long Beach 9.7 8.4 27.7 26.7
San Bernardino-Riverside-Ontario 10.2 8.4 20.9 26.7
San Diego 9.3 8.4 24.4 26.7
San Francisco-Oakland 10.7 8.4 25.8 26.7
Denver 9.4 9.1 21.4 19.7
Portland 8.1 8.6 20.5 18.0
SeattleEverett 6.2 7.6 26.5 22.8

Source: U.S. Bureau of the Census, 1970 Census of Population: General Social
and Economic Characteristics, PC1C, Tables 184, 188.

r)e-s
P.41.1
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TARTE 5

CITY-STATE PER CAPITA NON-EDUCATIONAL EXPENDITURE. ComPaatsons, 1969.70

CityState Per Capita Expenditure Ratio, 1969.70
Health/

City by Region Police .sire Refuse Sewers Hos-
pitals

NORTHEAST
Baltimore 231 224 192 54 224
Boston 230 158 179 122 339
Newark 251 286 223 N.A. 178
Paterson.

Clifton-Passaic 126/87/101 194/176/159 74/118/105 N.A. N.A.
Buffalo 95 171 153 55 N.A.
New York City 160 153 151 73 180
Rochester 72 144 188 547 N.A.
Philadelphia 274 262 277 71 396
Pittsburgh 267 371 291 N.A. N.A.
Providence 154 162 190 58 68

MIDWEST
Chicago 198 174 2'28 N.A. 64
Indianapolis 200 193 195 229 N.A.
Detroit 202 169 289 72 78
Minneapolis-St. Paul 165/153 238/269 248/247 149/144 N.A.
Kansas City 164 197 167 177 90
St. Louis 281 204 250 N.A. 280
Cincinnati 190 269 196 185 160
Cleveland 259 239 314 95 218
Columbus 167 182 135 196 141
Dayton 158 2N2 213 105 N.A.
Milwaukee 194 169 258 116 N.A.

SOUTH
Miami 134 152 213 103 108
Tampa-St. Petersburg 110/85 146/89 104/121 92/105 122
Atlanta 203 263 328 268 N.A.
Louisville 267 289 . 258 268 86
New Orleans 184 422 172 208 N.A.
Dallas 175 191 184 148 N.A.
Houston 129 195 99 194 N.A.
San Antonio 107 103 120 136 N.A.

WEST
Los Angeles -

long Beach 144.127 122.145 156.158 N.A. N.A.
San Bernatilino-

Riverside-Ontario 94/75/75 136/119/139 164/184/135 124/101/37 N.A.
San Diego 74 77 103 102 N.A.
San Francisco-Oakland 156/127 225/154 99/41 N.A. 219
Denver 169 199 262 101 206
Portland 185 230 214 155 N.A.
SeattleEverett 210 206 238 143 N.A.

Source: U.S. Bureau of the Census, City Finances, 1969.70, Table 7. U.S. Bureau
of the Census, Government Finances, 1969.70, Tables 18, 26.
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TABLE 6

CM' STATE COMPARISON OF PROPORTION OF EXPF.NDITURFS USED
FOR Eutawriox, l969-70

Lily by Region

Percent of Loral
Being Used for Education,

Expenditures
1969-70

City State

NORTHEAST
Baltimore 34 49
Boston 26 45
Newark 28 94
Paterson, Clifton-Passaic 34 44
Buffalo 34 33
New York City 20 .33
Rochester 31 33
Philadelphia .85 54
Pittsburgh 34 54
Providence 35 51

MIDWEST
Chicago 30 47
Indianapolis 41 54
Detroit 37 50
Minneapolis-St. Paul 29 48
Kansas City 33 52
St. Louis 30 52
Cincinnati 23 95
Cleveland 39 45
Columbus 33 95
Dayton 38 95
NlilwaLkee 29 90

SOUTH
Miami 37 48
Tampa-St. Petersburg 92 98
Atlanta 39 48
Louisville 23 56
New Orleans 36 51
Dallas 39 52
Houston 45 52
San Antonio 43 52

Los Angeles-Long Beach 28 35
San Bernardino-Riverside-Ontario 37 35
San Diego 33 35
San Francisco-Oakland 23 35
Denver 34 97
Portland 39 53
Seattle-Everett 29 52

Source: Seymour Sacks and John J. Callahan, "Central City-Suburban Fiscal Dis
parities," Appendix D, U.S. Advisory Commission on Intergovernntental Relations,
Financial Emergencies in American Cities, (1973 forthcoming).

rip
MN.
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TABLE 7

CITYSrATE COMPARSiiiiv or TOTAL. LOCAL TAX RATES PER $1,000
PERSONAL. INCOME, 1969.70

Total Local Taxes Per $1,000
Personal Income, 1969.70

City State

NORTHEAST
Baltimore 8.40 6.00
Boston 11.70 6.90
Newark 10.00 6.70
PatersonClifton-Passaic 6.30 630
Buffalo 7.20 8.00
New York City 930 8.00
Rochester 730 8.00
Philadelphia 7.70 8.00
Pittsburgh 8.80 5.00
Providence 5.80 5.00

MIDWEST
Chicago 6.40 6.00
Indianapolis 7.00 5.10
Detroit 7.00 5.60
Minneapolis-St. Paul 5.90 5.40
Kansas City 7.50 5.30
St. Louis 9.10 5.30
Cincinnati 7.20 5.40
Cleveland 9.70 5.40
Columbus 6.10 5.40
Dayton . 7.60 5.40
Milwaukee 9.00 6.60

SOUTH
Miami 5.10 4.30
Tampa-St. Petersburg 4.20 430
Atlanta 7.00 3.80
Louisville 5.80 3.00
New Orleans 4.80 3.70
Dallas 5.20 4.60
Houston 5.00 4.60
San Antonio 3.90 4.60

WEST
Los Angeles-Long Beach 7.80 7.50
San Bernardino-Riverside-Ontario 7.50 730
San Diego 5.70 7.50
San Francisco-Oakland 10.20 7.50
Denver 7.30 7.00
Portland 6.90 6.10
SeattleEverett 4.90 4.10

Source: U.S. Bureau of the census, Government Finances, 1969.70, Tables 18, 26,

rib



School Finance Reform 19

TABLE 8

DIFFERENTIAL ASSESSMENT RATIOS BY TYPE OF PROPERTY, 1966.67

City by Region

Assessment Ratio for:

All
Property

Residential
Property

High Value
Residential
Property

Low Value
Residential
Property

NORTHEAST
Baltimore 68.6 67.1 60.8 86.9
Boston 37.1 31.7 23.8 39.4
Newark 73.7 70.1 58.7---: 75.8
PatcrsonC3iftonPassaic 71.1 73.4 65.7 79.7
Buffalo 69.1 61.8 :All 79.4
New York City 49.0 44.0 35.6 50.0
Rochester 38.9 39.4 30.0 46.4
Philadelphia 58.1 58.5 53.1 67.8
Pittsburgh 43.6 41.0 33.8 48.5
Providence 67.9 65.5 60.5 76.6

AtilDwE.sr
Chicago 39.4 36.3 28.1 41.6
Indianapolis 32.3 30.4 26.7 36.4
Detroit 40.3 42.2 34.5 47.9
Minneapolis-St. Paul 10.0/9.0 9.7/8.4 8.1/6.4 10.9/9.3
Kansas City 26.4 26.1 20.8 30.4
St. Louis 41.0 36.2 30.0 43.7
Cincinnati 44.5 44.2 37.9 48.6
Cleveland 36.3 35.0 30.6 38.5
Columbus 38.2 38.4 35.0 41.6
Dayton 37.3 36.8 30.8 43.4
Milwaukee 51.1 49.2 47.0 60.1

SOUTH
Miami 71.6 83.6 72.4 96.8
Tampa-St. Petersburg 49.3 49.9 44.9/68.4 56.5/92.6
Atlanta 25.3 18.9 16.1 21.8
Louisville 91.8 92.6 82.6 100.4
New Orleans 21.8 22.6 18.0 28.7
Dallas 18.1 19.5 16.5 22.0
Houston 17.7 18.9 16.5 21.2
San Antonio 22.3 24.2 fi. N.A. N.A.

WEST
I.oa Angeles-Long Beach 19.6/19.0 17.6/19.8 17.0/16.9 24.1/22.3
San Diego 20.7 22.9 18.9 22.9
San Francisco-Oakland 11.1/14.7 9.7/14.7 7.0/13.3 11,6/16.4
Denver 28.7 28.9 26.6 31.7
Portland 20.6 21.5 18.6 24.3
SeattleEverett 16.3 15.7 13.6 17.5

Source: U.S. Bureau of the Census, 1967 Census of Governments, Taxable Prop.
erty Values vol. 2, Tables 19.21.
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Given this combination of municipal and total tax overburden,
do major cities have any way of circumventing this chain of fiscal
dependence? The answer has to be negative. Indeed, cities have at-
tempted to follow tax policies that would alleviate these tax burdens,
yet many eventually may prove counterproductive. As Table 8 indi-
cates, many major cities attempt to cope with the overburden problem
by overassessing higher-priced residences and nonresidential property.
This practice, of cows:, increases tax burdens on more wealthy prop-
erties and provides an inducement for their owners to locate elsewhere.

Another policy cities attempt to follow is the adoption of taxes
that effectively tap the incomes of suburb a residents. Thus, munici-
pal income taxes have been adopted in 12 of the 47 largest cities in
he country; local sales taxes are utilized in 21 of these same cities.
Yet, as the economic dominance of most large cities wanes, the useful-
ness of these taxes will subside. Indeed, the phenomenal growth of
suburban sales and employment may already herald the futility of
cities adopting these local revenue instruments. M'reover, in a num-
ber of other cases, overlying governments, particularly counties, are
taking responsibility for the use of these revenue instruments, As this
occurs, cities are preempted from using these instruments.

Cities also have to contend with a host of countervailing forces
that hinder their attempts to offset their local tax burdens. Thus, in
a number of cities, overlapping governments such as counties and
areawide special districts have control over taxing and spending poli-
cies that affect central city areas. Indeed, as Table 9 indicates, these
jurisdictions account for 17 percent of all local expenditures in the
nation's major cities, with the share ranging as high as 40 percent in
Los Angeles.

Given all these problems in reducing cit*,' tax burden, urban areas
have increasingly turned to higher levels of government for assistance.
Indea analysis done since .957 indicates that cities are generally re-
ceiving higher levels of mend! te and federal aid since 1957. At the
same time cities' expenditures have increased at an even faster rate
so that State and Federat aid as a percent of local expenditure is gen-
erally no higher in large cities now than it was in 1957. Especially
since State and Federal aid is mill a minor part of many noneduca-
tional functions, cities will continue to be financing functions that do
not receive overly substantial external support. Thus, higher levels of
government have not aided city-type functions at the same rate as
education.

WAWA TION AND EDUCATIONAL COSTS

Just as school tax yield equalization fails to acknowledge major
cities' municipal overburden, it also does nothing to relieve their ex-
ceptional educational costs. Well-financed educational _ost corrections,
however, would benefit most major city school districts dramatically.
Data provided by the U.S. Office of Education indicate that major city
school districts exceed all other school districts in all but wo cost
categories: administration and transportation. And as Table 10 shows,

!Val
114.. a
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TABLE 9

CEIV AREA EXPENDITURES, 1969..70

City by Region

City Area Expenditure, 196910

Amount
Proportion Attributable to

City and School District

NORTHEAST
Baltimore $638 100%
Boston 531 100
Newark 735 91
PatersonCliftonPassaic 381 100
Buffalo 528 70
New York City 894 94
Rochester 699 76
Philadelphia 495 96
Pittsburgh 450 77
Providence 392 97

MIDWEST
Chicago 498 76
Indianapolis 355 76
Detroit 474 87
Minneapolis-St. Paul 540 64
Kansas City 485 85
St. Louis 463 87
Cincinnati 761 92
Cleveland 512 80
Columbus 398 82
Dayton 456 87
Milwaukee 562 72

SOUTH
Miami 481 70
Tampa-St. Petersburg 372 79
Atlanta 554 82
Louisville 508 100
New Orleans 334 92
Dallas 352 86
Houston 305 83
San Antonio 252 84

WEST
Los Angeles-Long Beach 624 60
San Bernardino-Riverside-

Ontario 635 66
San Diego 484 67
San Francisco-Oakland 768 89
Denver 502 95
Portland 486 79
SeattleEverett 524 69

Source: Seymour Sacks and John J. Callahan, "Central City-Suburban Fiscal 1)18
parities," Appendixed D, U.S. Advisory Commission on Intergovernmental Relations,
Financial Emergencies in American Cities, (1973 forthcoming).



22 School Finance in Transition

the cost gap is especially great when major city school districts are
compared to their respective suburbs. On the average, major city
school district expenditures exceed those of their suburbs by an aver-
age of about $25 per pupil in all of the following categories: profes-
sional and nonprofessional salaries, auxiliary services, attendance.
maintenance of plant, and fixed charges.

'FAKE 10

l'ER PUPIL EDUCATIONAL COSTS DV EXPENDITURE CATEGORIES
LARGE Cmrs, CENTRAI. CITIES, SUBURBS, ANO RURAL AREAS

1968.1969

District Type

Per Pupil Expenditure

Total Instruction Health
Plant

Operation
Fixed

Charges

Large Central Cty
Central City
Suburban
Rural
Total U.S.

$719
675
670
562
632

$523
498
490
411
464

$6
6
6
3
5

4":55
42
50

$05
56
50
37
47

Source: U.S. Office of Education, Statistics of Local Public School Systems: Fi-
nances, 1970, Table G.

No doubt, part of the expenditure gap between cities and suburbs
can be explained by differences in educational preferences. There is a
substantial amount of circumstantial evidence, however, which sug-
gests that much of the gap results from differences in three cost..fac-
tors. One is the nature of the pupil population. Often poor, often
hostile to public schools, pupils in major city school districts tend to
require greater expenses for such items as attendance and health
services than their counterparts in suburban and rural school districts.
Another factor is the nature of major city factor costs. Owing to the
high cost of land, for example, major city school district capital costs
are almost always higher than those of most other school districts.
Similarly, and as Tables 11 and 12 indicate, cities must pay signifi-
cantly higher teacher salaries than most other areas, these higher sala-
ries being necessitated in part by the competitiveness of the labor
market, in part by unionization of teachers, and in part by the higher
cost of living,

EQUALIZATION AND EDUCATIONAL NEED

In the final analysis, perhaps the greatest shortcoming of school
tax yield equalization is that it would fail to acknowledge variations
in educational need. As Table 13 suggests, however, major city school
districts face extraordinary need, with nearly one-third of their pupils
having mental handicaps, physical handicaps or special learning disk
orders, Additionally, they must educate large cumbers of pupils re-
quiring either vocational or compensatory education,

trit
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TAIILE

CITYSTATE TEACHER SALARL St: BELAU: DIFFERENTIALS la St:11001. DISTRICT SIZE, 1972

District Site
SchOul Dist Heti 411 Surveyed
100,000+ Pupils Districts

Salary Minimums and Maximums by Degree (N r" 27) (N = 1,179)

Bachelor's Degree
Mean Minimum Salary $ 7,503 $ 7,061
% Systems Paying $7,500+ 22.2% 14.0%
Mean Maximum Salary 11,684 10,299
% Systems Paying $13,000+ 25.9% 8.4%

Master's Degree
Mean Minimum Salary 8,215 7,837
% Systems Paying $8,500+ 29.6% 22.4%
Mean Maximum Salary 13,170 11,973
% Systems Paying $15,000+ 25,9% 9.4%

Six Years of College
Mean Minimum Salary 8,805 8,501
% Systems Paying $9,000+ 32.0% 32.1%
Mean Maximum Salary 14.208 13,308
% Systems Paying $16,000i 24,0% 11.0%

Doctor's Degree or Seven Years College
Mean Minimum Salary 9,186 8,943
6,, Systems Paying $9,750+ 26.1% 24.1%
Mean Maximum Salary
w Systems Paying $17,000+/0

14,371
21,7%

13,805
18,4%

Source: National Education Association Research Division, Salary Schedules for
Teachers 197041, Table 6A, 611,

Not only do these students make up a considerable proportion of
central city enrollments, as Table 14 indicates, they are more heavily
concentrated in city areas than in other parts of most states. Indeed,
looking at the relative city and state concentrations of compensatory
education pupils it is not uncommon to see city concentrations exceed
the state average by a ratio of more than two to one, While data for
other types of pupils are not immediately available, all indications
point to the concentration of major city school districts,

The disproprotionate loading of these students in city districts
adds another dimension of the urban educational crisis. Due to the
higher expenditure requirements for these students, cities must devote
more fiscal resources to these students, They either must drastically
lower teacher.pupil ratios as has been suggested or make available a
whole host of other types of resources for such pupils. Given the fact
that those resources also cost more on the average in cities, the fiscal
bind is indeed a cruel one,

The magnitude of the fiscal burden imposed by these pupils can
be indicated by calculating the expenditure or teacher requirements
that would be necessary it all these pupils were weighted in accord
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l'Ant.r. 12

CICVSTA'11 COMPARISON OF TEACHER SALARIES, 1971
_ -- - ._ - -_-_-_-_--

l'erage Classroom Share of Teachers Earn-
Teacher Salary ing More Than $15,000

District by Region- City State City Slate

-V----_
NORTHEAST

liiiiiiiioii $ 9,373 $10,091 15.1% 6.2%
Boston 9,900 9,500 N.A. 4.8
Newark 10,207 10,050 24.1 8.7
PatersouCliftonPassaic 9,802 10,050 4.7 22.0
Buffalo 10,035 11,100 13.1 22.0 .
New York City 10,971 11,100 33.9 22.0
Rochester 10,524 11,100 22.4 22.0
Philadelphia 11,170 9,300 36.4 12.2

M/D WEST
-efikijo 11,017 10,233 29.3 9.6

Indianapolis 9,927 9,272 3.4 1.6
Detroit 11.414 10,647 45.4 11.0
Minneapolis-St. Paul 10,484 0,271 26.9 8.0
Kansas City 10,001 8,375 3.2 0.0
St. Louis 9,858 8,373 .2 0.0
Cincinnati 9,944 8,798 6.1 3.2
Cleveland 9,681 8,798 5.8 3.2
Columbus 9,236 8,798 6.9 3.2
Dayton 10,030 8,798 1.7 3.2
Milwaukee 10,575 9,640 16.0 4.2

SOUTH
Miami 9,999 8,805 13.9 2.0
Tampa-St. Petersburg N.A. N.A. N.A. N.A.
Atlanta 8,962 7,778 .4 N.A.
Louisville N.A. N.A. N.A. N.A.
New Orleans 8,657 8,340 N.A. .2
Dallas 8.813 8,325 N.A. .1

Houston 8,962 8,325 N.A. .1

San Antonio 8,113 8,325 N.A. .1

WEST
Cos Angeles-Long Beach 11,555 11,022 34.8 20.0
San Bernardino- Riverside-

Ontario N.A. N.A. N.A. N.A.
San Diego 11,158 11,022 4.9 20.0
San Francisco-Oakland 11,465 11,022 7.6 20.6
Denver 10,014 8,260 21.7 1.8
Portland 9,762 9,298 N.A. .7
SeattleEverett 10,791 9,250 33.9 5.9

Source: National Education Association Research Division, 25th Annual Salary
Survey of Public School Personnel, 1970.71.

with the findings of the National Educational Finance Project (NEFP).
As Table 15 reveals, applying NEFP weights would require many
major city school districts to increase their per pupil expenditure
levels about 50 percent.

31
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TABLE 13

SHARI.: or Tarn ENROLLMENT in SPECIAL N VED CATMOR VI 1971.72

City by Region

NORTHEAST

rrr

Atonally
11andicapped

Share of
With is
special

tem ning
Disorder

Tota/ Enroll

Title/
Eligible

mart:

Vocational
Technical

Total
special
Students

Boston 361 % 1.5% 48.0
Buffalo 4.0 N.A. 81.4 9.0 44.4
Pittsburgh 3.s .5 48.9 7.2 60.5

MIDWEST
2.5 .1 60.8 27.1 90.5

Detroit 2.6 .3 32.7 .6 36.2
Minneapolis 3.8 7.8 16.8 2.9 31.3
St. Louts 5.2 .,... 29.8 7.0 42.2
Cleveland 1.3 .1 43.1 6.7 51.2
Milwaukee 2.7 N.A. 37.2 N.A. 39.9

SOUTH
Atlanta .8 .1 7.3 . 4.9 13.1

Houston 2.2 N.A. 25.7 7.8 35.2

WEST
Los Angeles 1.9 5.2 34.6 12.9 54.6
San Diego 1.5 .5 9.5 6.1 17.6
San Francisco 2.2 .8 32.4 1.9 37.3
Denver 3.6 .9 16.4 5.2 26.1
Portland 5.2 2.3 52.7 10.2 70.4

Source: Authors' survey of pupil enrollments in
School Council. 1972. U.S. Department of Health.
Assistance Statistics of 1972 (SRS 73.03100), Table

member cities of the Great Cities
Education, and Welfare, Public

7.

The strain this education overburden places on urban districts
might be expressed in another way. As indicated earlier, many states
express school district wealth on a per pupil basis. But as Table 16
indicates, using NEFP weights in calculating fiscal capacity would re-
duce the apparent wealth of many major cities by about 50 percent.
Similarly, using pupil weights suggested by the President's Commis
sion on School Finance would reduce the wealth of major city school
districts even further.

CONCLUSION

In brief, it is clear that parity between tax effort and revenue
yield will not by itself insure fiscal justice for most major city school
districts. This, of course, is not to assert that tax effortrevenue yield
parity is undesirable as an equalization mechanism. Rather it is to
argue that it is insufficient as an equalization mechanism. But how do
we create at adequate mechanism?
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TABLE 15

Cm FISCAL AND TEACHER REQUIREMENTS ARISING FROM NEFP WEIGHTINGS
1972

Expediture Per Pupil
City by Region in 1972 NEFP Requirement

NORTHEAST
Boston $ 918 $1,271
Buffalo 1,293 1,917

MIDWEST
Chicago 1,024 1,789
Detroit 803 1,159
Minneapolis-St. Paul 1.085 1,576
St. Louis 689 1,017
Cleveland 744 1,158
Milwaukee 962 1,420

SOUTH
Atlanta 856 1,057
Houston 685 973

WEST
Los Angeles-Long Beach 1,078 1,719
San Diego 813 I,047
San Francisco-Oakland 1,388 2,163
Denver 1,143 1,543
Portland 852 1,500

TABLE 16
CITY PROPERTY VALUES WEIGHTED AND UNWEIGHTF.D FOR EDUCAT.uNAL NEED

City by Region

Per Pupil Property Value in 1972

Unweighted
Weighted for Education

Need on NEFP Basis

NORTHEAST
Baltimore $ 20,794 $15,024
Buffalo 27.305 18,417

MIDWEST
Chicago 52,490 30,046
Detroit 40,063 27,757
Minneapolis-St. Paul 57,010 39,249
St. Louis 44,203 30,338
Cleveland 60,260 38,728

SOtTM
Atlanta 47,612 38,558
Houston 38,120 26,837

WEST
Los Angeles-Long Beach 60,096 37,686
San Diego 50,000 38,828
San Francisco-Oakland 112,630 72,275
Denver 50,780 37,616
Portland 44,770 30,120
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Part of the answer seems to be in the realm of classification. We
need to know which school districts are really poor, which ones are
overly taxed, which ones have concentrations of educational need, and
which ones are paying high prices for their factor inputs. This infor-
mation. if comprehensive enough, not only would provide a realistic
picture of the fiscal environment, but also, and more important, might
provide vital clues for developing policies consistent. with both fiscal
Justice and political expediency.

In the time being, however, we believe that those concerned with
fair school finance

!. should continually emphasize the need, cost, capacity, and
effort differentials that cities face, differentials which make
them deserving of additional external assistance.

9. tillOtiln press for a pupil weighting system that reflects the
differential educational needs in large cities. Weights along
t1u order of those developed by the National Educational
Finance Project or other more empirically testable weights
should be developed. Consideration should also be, given to
graduating weights for a given type of pupil when they reach
high concentrations in a school district.

3. should insist on aid for the differential costs of urban educa-
tion. Generally, cost correction factors might have two com-
ponents, one reflecting the differential a city district pays for
providing a service and the second recognizing the higher
costs cities must pay for educational inputs not always re-
quired by other school districts.

1. should give prime consideration to developing a fiscal capac-
ity measure which is income, rather than property based in
nature and which uses total population rather than school
enrollment as the unit by which to measure wealth.

5. should take into account the problem of municipal over-
burden. Cities invariably have higher total tax burdens than
most other types of school districts. Consequently, they are
burdened by aid programs which make the implicit or ex-
plicit judgement that cities are "free" to choose a level of
tax effort that will be sufficient to meet their educational
requirements. Municipal overburden corrections, taking into
account the higher tax effort in cities, should be a basic com-
ponent of a revised aid formula.

ti, should give attention to the form of school finance revisions
as well as their initial fiscal impact on city school finances.
Full State funding programs, in particular, should be scru-
tinized insofar as the!: have a "leveling" effect on urban
school finances. Power equalizing schemes should be exam-
ined to see that they do not demand extraordinarily high tax
effort in large urban centers. And all school finance revisions
should be studied as to their tax-expenditure impacts on ur-
ban areas. Cities should be especially careful or not ending
up paying the major share of school finance revision pro-
grams.
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APPENDIX

The simulated state aid and tax rate data in Table 1 were calcu-
lated as follows. State aids were determined for each school district
by multiplying the average per pupil state aid in 1971.72 by the local
to state school tax effort ratio for the same fiscal year. Tax rates were
determined for each school district by subtracting the simulated state
aid from 1971-72 state-local revenue, then by dividing the remainder
by the local tax base, and, finally, by multiplying that product by the
local to state per pupil tax base ratio.

To be sure, this procedure does not correspond perfectly with dis-
trict power equalizing in its pure form. This is unavoidable, however.
unless one makes assumptions about guaranteed revenue schedules,
that is, the number of dollars that states will provide school districts
for each level of tax effort. Although there is nothing inherently wrong
about making such assumptions, stating them raises very difficult ques-
tions, especially in the area di interactance between guaranteed reve-
nue yields and potential changes from present levels of tax effort.

FOOTNOTES

I. Serrano v. Priest, 5 Cal. 3d 584. 96 Cal. kph, 601. 487 P. 2d 1241 (Sup. Ct.
1971). Also. Milliken v. Green, ....... Mich. , 203 N.W. 2d 457 (Sup. Ct.
1972), And, Robinson v Cahill, . (Sup. Ct. 1973),

2. See, for example. Education Commission of the States, Newsletter, selected
dates.

3. Ibid.
4. The Urban Institute, Public School Finance: Present Disparities and Fiscal

Alternatives (Washington, 1972).
5. Betsy Levin and Thomas Muller. The Financing of Schools in Minnesota

(Washingtov. 1973). William II. Wilken, Minnesota School Finance: The Need for
Continued Prform (Washington, 1).C.: National Education Association, 1973).

(I. Joel S. Berke and John J. Callahan. "Serrano v. Priest: Milestone or Mill-
stone." loqnal of Public Law, 21 (Summer. 1972), pp. 23-71.

7. National Legislative Conference, A Legislator's Handbook to School Finance
(Denver: Education Commission of the States, 1972).

8. John Coons. William Chine and Stephen Sugarman, Private Wealth and
Public Education (Cambridge, Mass.: Belknap Press, 1970), pp. 201-242.

9. Ibid., p. 242.



Alternative Tax Sources for Education:
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JAMES A. PAPKE
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The topic under review today could be retitled "Financing Educa-
don Ten Years From NowWhat Will It Look Like?" It would be
equally interesting to put the topic in historical perspectives and re-
flect upon what was said on the same topic ten or even twenty years
ago. A comparison could be made of the policies and predictions that
were set forth then with the situation today. And although the his-
torical data have not been thoroughly researched, some brief com
ments about school finance in the early 1970's compared with the early
1960's and 1950's provide useful insights and a backdrop for a look
into the future.

First, the basic character of educational finance appears to change
slowly over time. The finance specialist who took a ten or even twenty-
year sabbatical leave would not experience much of a handicap in
understanding the present system and in reacquainting himself with
its major strengths and weaknesses. In the early '50's, revenues from
local sources provided approximately 60 per cent of total Federal,
State and local expenditures for elementary and secondary education.
By the middle '60's, this proportion had been reduced to just over 50
per cent, which is about the current level.

Second, despite the fairly stable relationship of support for edu-
cation by governmental level, the data show a substantial increase in
dollar aggregate school outlays. Between 1957 and 1970, annual spend-
ing for education jumped from $12 billion to over $37 billion, and
now exceeds $40 billion. No small part of this expansion was due to

31
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TABLE

STATE. AND LOCAL Exm.sintrai.: FOR ELENIFSTARY AND SFE0NDARN EDULATION.
RV GOVERNNIENTAL SOURCE or FixAsciNG. Sri.tanTo VAtts 1957.1970

Percent Financed From
Fiscal Amount Federal State Local
Year (in millions) Aid funds f ands

...___.

1970 $37..161 10.1 38.8 51.1
1969 35.687 8.6 .10.8 50.6
1967 23.986 10.2 38.6 51.2
1957 11,994 3.1 36.7 60.3

Source: Governments Division. U.S. Bureau of the Census.

population growth and price increases, but there is ample evidence to
support the contention that qualitative and quantitative improve-
ment explain the largest share of the dollar increase.

Statistical relationships of this kind illustrate the extent to which
the growth in educational expenditures has taken place within the
framewoi k of a system of fiscal federalism in which education remains
primarily a State and more importantly a local government responsi-
bility. And though there have been notable swings in the role of
the Federal government (e.g., the 1965 Elementary and Secondary
Education Act), the record suggests that, for the most part, the Fed-
eral contribution has not kept pace with the growth in school costs.

Third, the share of school costs financed locally declined over the
decade of the '50's and '60's, but has stabilized since. What has not
remained static, however, has been the school system's increasing re-
liance on the local property tax. In 1952, school districts required a
little over one-third of the then $8.2 billion local property tax yield to
finance their 60 per cent share of school costs. By 1970, the schools
accounted for one-half of the S33 billion local property tax bill to
fund roughly 50 per cent of total school expenditures. In a word, it
was and is virtually impossible to separate school finance from the
local property tax. Further, because most local government units are
fishing in the same property tax pond, it is obvious even to the most
casual observer that an increase in the property tax levy of one unit
makes it increasingly difficult for another, serving the same area, to
meet its needs from this source.

And fourth, the most striking feature in school finance over the
period under discussion has been the revenue-generating performance
of the property tax. This is all the more surprising because few taxes
have so little to recommend it and so much to condemn it. As late as
1956, one among many critics of the property tax forecast that in
twenty years, "the property tax will . . have become an all-but-
forgotten relic of an earlier fiscal age. . . ."1 Somewhere along the
line, new life was breathed into the property tax and rather than d+s-
appearing or withering away as some had prophesied, it has continued
to outperform and overshadow other sources of State-local revenues.

33
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TABLE 2

ticit001. S11.11t1' TAXI.S.
PEAKS 1952.1970

Percent distribution by type of government

I.oi at
property

Fiscal taxes School Townships and
Year (millions) districts Cities Counties special districts

1970 $32,963 50.3 24 I 18.1 7.9
1969 29.02 50.0 24.1 18.1 7.8
191i7 25.418 . 48.9 21.8 18.5 7.8
1957 12.285 42.8 29.7 19.2 85
1952 8.232 39.2 32.7 19,8 8.3

Sourer: Computations based on data from U..)veriitnents 1)ivisioii. U.S. Bureau
of thr' Crocus.

Attitudes toward the property tax have apparently not changed
much. The ramparts defending the property tax are still not crowded.
In a recent poll conducted for the Advisory Commission on Intervoy.
ernmental Relations, respondents picked the property tax more often
than any other tax as the worst tax.2 When asked what would be the
best way to raise additional State revenue, respondents placed the
property tax at the bottom of the list. There seems little doubt that
given the choice, the majority of taxpayers would prefer sales and
income taxes to further increases in the property levy. Despite tax
payer preferences, at least one source projects property tax yields of
550 billion by 1975 and $70 billion by 19140. the latter would consti-
tute over a 119 per cent increase above 1971) levels.3

With these few retrospective comments, what can we say about
how the system of educational finance will look ten years in the fu.
tune? Is the past really prologue? 1Vill the process of change be as slow
as in the past or will there be a change of pace of fiscal developments
that will drastically alter the tax base for educational expenditures;
While prophesy is not my particular expertise, there are sonic signifi.
cant current trends that seem likely to extend into the future. In ad.
aim, sonic possible new developments may change the tax landscape.

ALTERNATIVE TAX SOURCES

It is not the primary purpose of this discussion to examine the
local property tax: the question of alternative tax sources for financ
ing education cannot, however, be meaninglully explored if it is
nored. As all are now aware. in rejecting by one vote last month the
challenge to the system of financing public schools in Texas, the U.S.
Supreme Court also gave respite to the forty-eight other States under
phessltre to reform sctiool financing. If a single justice had shifted his
vote, the system of school finance as presently constituted would have
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been drastically altered. Most important would have been the changed
role of the local property tax. Clearly if the Court had gone the other
way, the locally determined property tax could no longer be relied
upon to provide the majority of support of a school district's expendi-
tures. What then would have been the alternative approaches to a
full-fledged restructuring of educational finance? It is the position
here that the Court's decision constitutes a postponement, not a de-
feat for financial revision. Changes in educational finance may not
be as abrupt or rapid perhaps as they would otherwise have been, but
they will come. The question is not whether revision will take place,
but how long will the process take.

In this context, the Advisory Commission on Intergovernmental
Relations prophetically stated in a January, 1973 release.4

"Even if the Supreme Court overturns the Rodriguez deci-
sion, Serrano-type litigation has so dramatized the existence of
intrastate school finance disparities that State political leaders
will hereafter be under constant pressure to improve the State's
distribution of school funds. If the Supreme Court sustains
Rodriguez, this act will spur corrective State action."

.1 he Commission concluded ". that the interests of our federal
vstem are best served when States retain primary responsibility for

sloping policies dealing with general property tax relief and intra-
state equalization of school financestwo areas that traditionally have
been within the exclusive domain of State policy-makers."

Increasing emphasis on State government solutions to the problems
of educational finance is also clear in two recent major federally fi-
nanced studies: the National Educational Finance Project and the
President's Commission on School Finance. Both studies concluded
that the State should assume full funding of elementary and secondary
education, though the suggested procedures for accomplishing this ob-
jective were somewhat different. Thus, with the same forces and pres-
sures at work to revitalize educational finance, with or without a Court
decision there is a finite number of options available. The different
options (not mutually exclusive), however, have different subjective
probabilities attached to them in terms of actual realization and im-
plementation.

The first alternative approach to 111,2401' reliance on the local prop-
erty tax would allow local governments to impose local sales and/or
income taxes. Local financing of education would remain essentially
unchanged, as world local control of educational policy. The realities
of intrastate disparities in tax bases (e.g., "bedroom" communities
versus shopping centers), however, suggest that this option would have
limited adaptability and acceptability. This policy option is not rated
high on the scale of fiscal neutrality. Nor is it attuned to current de-
velopments, though at last count, some twenty-five States permitted
local governments to tax retail sales and nine States extended local
taxing power to income.° These taxes were generally of the "piggy-
back" variety, where the local rate is added to an existing State levy.

din
A...,
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School. districts in only two of these StatesLouisiana and Pennsyl-
vaniashared in these local nonproperty tax options.

All States presently provide financial assistance to local school dis-
tricts. A second approach to structural change in the educational fi-
nancial system would retain the local property tax in its present role
but modify the hash !ur determining the distribution of State aid.
This is essentially a "zero-sum" game, where a fixed number of dollars
is simply reordered among school districts. Some districts would get
more aid, but only at the expense of others. Unfortunately, this alter-
native has some political appeal for it amounts to a type of ceiling on
the local property tax and no tax increases at the State level. Here
again, however, the policy is out of step with current political and
economic realities. The redistribution of fiscal resources among gov-
ei?mental units is never a simple task, particularly where it involves
changes in what has become accepted policy. Further, the present
structure of most State tax systems has insufficient built-in growth
(i.e., elasticity) to assure even constant quality levels of educational
expenditures./

A third type of fiscal system is presently under consideration in
several States whereby a uniform Statewide property tax for local
schools would be combined with modifications in the allocation of
State aid to education. Presumably the State takeover of the adminis-
tration of the property tax would serve to rehabilitate and rejuvenate
the levy to make it a more effective and equitable revenue instrument
for funding a portion of local school costs. Primary emphasis here
would P. on improvements in property assessments and taxing pro-
cedures among taxing units and types of property. Any efforts along
these lines should be applauded and encouraged, and school financing
has a big stake in the upgrading of the organizational base of prop-
erty tax administration.

There are currently some 14,500 prim'ary property assessing areas
in the U.S.; Illinois, Indidna, Michigan, North Dakota and Wis-dnsin
each has over 1,000 units. Thirty States require no training or certifi-
cation of local tax assessors either before or after they take office.
Twenty-one States do not ever require the use of tax maps for assess-
ment purposes. It is not surprising that the present local property tax
is chaotic and unjust; what is surprising is that the situation has per-
sisted for so long. Fortunately, the current is now running strongly in
favor of professionalization and centralization of property tax admin-
istration, with the utilization of modern data processing equipnent
to achieve prompt, effective, and evenhanded property tax adminis-
tration.

The fourth available option involves a reduction in the reliance
on the local property tax as the primary source of school finance and
the substitution of revenues derived from State tax sources, namely
income and sales taxes. This policy option is consistent with the vocal
demands for property tax relief for more intrastate uniformity in
school expenditures, and for shifting the major responsibility for fi-
nancing education to the State. The key issues in this approach are
the capability and willingness of the States to strengthen and balance
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their own tax structures as well as those of their local governments.
1)o the States have untapped taxable capacity? The answer to this

question is a qualified yes; qualified in the sense that there are alter-
native measures of tax effort and tax capacity. Applying the "least
stringent" capacity testthe aMMVIt of potential revenue a State could
raise it' it made the same tax effort as the highest tax effort State in
its regionin the aggregate an estimated $16 billion of untapped State
tax revenue would be available." This amount would he more than
sufficient to cover the additional required outlay ($13 billion) for
State financing of 90 per cent of public school costs: alternatively, this
revenue would provide the necessary resources to raise per-pupil
spending in all low spending school districts to the 90th pupil per-
centile, or approximately $7 billion."

Applying the "most stringent" capacity testthe amount of po-
tential revenue a State could raise if it made the same tax effort as
the nation's highest tax effort Stategenerates some $35 billion of un-
tapped tax capacity." What all this suggests insofar as the overall ca-
pability of the States to fund property tax replacement and additional
school expenditures is obvious.

Ever the State tax bases or sources in the great majority of cases
are known. Thirty-five States now have broad-based income and sales
taxes. The States are clearly moving toward more balanced tax struc-
tures utilizing property, sales and income as tax bases, but more needs
to be done to equalize further the relative contributions of the three
tax bases. State personal income taxes are stiti providing only about 11
per cent of the total yield of State-local taxes, and general sales taxes,
though somewhat higher, account for less than 20 per cent. In con-
trast, property tax collections are running about 40 per cent of total
State-local tax receipts.

The frequency distribution of reliance on property taxation in
State-local systems for the fifty States and the District of Columbia, is
the following:

- -- _ - -^ ,_
Properly tax as per rent

of State-local tax
collections

Less than 20%
20.29.9
30,39.9
4019.9
50.59.9
Over 60%

No. of
States

4
11

1:1

16
6
1

Impetus for more adoptions and more intensive use of existing per-
sonal incoinr! taxation might increase as a result of the 1972 Federal
revenue sharing program. Not widely publicized is a provision of the
program which permits States to "piggyback" on federal personal in-
come tax collections. Such a collection program could become effective
as early as 1974. The legislation requires that at least two States
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counting for at least 5 per cent of the taxmen.. in the U.S. must re-
quest Federal collection of their income taxes for piggybacking to
begin. If the 5 per cent requirement is not met by January 1, 1974,
its introduction will be delayed year to year until the requirement is
satisfied. In addition to the savings in administi ative and enforcement
costs to State governments, piggybacking should simplify taxpayer
compliance. If greater reliance is placed on income taxation, the ob-
jectives of both equity and revenue adequacy (i.e., the automatic re-
sp(msiveness of tax collections to economic growth) will be served.

Not to he overlooked is the apparent preference of taxpayers for
sales taxes. In the poll earlier referred to, when asked: "If your State
government must raise taxes substantially, which would be the best
way to do it: State income tax, State sales tax, or State property tax?"
The answers to the question were as follows:

State income tax 25 per cent
States sales tax . per cent
State property tax ...... ..... l4 per cent
Other . 5 per cent
Don't know

. .......10 per cent

To summarize to this point, there will probably be significant shift-
ing in current State-local tax relationships, particularly away from the
local property tax. Experience in both the economics and the politics
of providing property tax relief and replacement is gaining, though
the politics often intrudes on the economics. Thus, for example, the
political attitudes surrounding the necessity and feasibility of provid-
ing general, across-the-board property relief are receding, and in their
place are more realistic approaches to providing relief to specific
groups (re: the so-called "circuit breaker" system for protecting low
income households from property tax overloads). Equipped with more
productive and diversified tax systems, the States- would be in a better
position to provide the revenue required to adequately Rnnce public
schools.

BARRIERS TO CHANGE

The remarks above are suggestive of some developments that may
occur in State-local tax systems and indirectly in school finance. Per-
Imps a few remarks are in order on some of the obstacles to their
achievement.

Reference was earlier made to "untapped tax capacity." The cen-
tral issue in the prospects for changing the structure of school financ-
ing is whether or not the States will in fact convert taxable capacity
to actual tax collections. Currently, political antipathy to association
with tax increases is widespread antong State elected officials. The high
mortality rate in candidates for re-election is commonly explained
by their sponsorship of tax increase programs. Right or wrong, the
allegation is making political leaders cautious of associating themselves
with tax-raising policies. The problem is becoming particularly acute
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because of comparatively optimistic revenue projections and the
widely publicized economy/no-tax-increase myopia in Washington.
The country seems to have been massaged and mesmerized into be-
lieving that all tax changesincluding reformsare bad and that
maintenance of the status quo is the best that can be hoped for.

These attitudes portend difficult times ahead unless the basic issues
of tax policy and fiscal reforms arc made understandable and are ef-
fectively communicated to policy-makers in the executive and legisla-
tive branches of State government and to the general public. This is
by no means an easy task. The judicious selection of the basic issuei
in educational finance to be considered by governing bodies is impor-
tant. Legislative battles over taxes are difficult and time consuming.
Consequently, they should be constantly focused on substantive change
within a framework of a long-range optimal plan. There is no substi-
tute for careful and objective analysis, communication and planning.

This then is one observer's partial list of the more important in-
fluences which can be expected to shape the character of public school
finance in the future. Notice, the role of the Federal government has
gone virtually unmentioned. It is the position here that States and
school districts cannot look to Washington for reform in educational
financing for several reasons. First, its current importance, in dollar
terms, is small, providing only about 8 per cent ($3.8 billion) of pub-
lic school expenditures in the 1970.71 school year. Second, Federal
r venue sharing seems to be providing the rationale for cutbacks in
existing Federal grants. New York State has estimated its potential re-
ductions at approximately $36 million.tt Third, the President's 1974
budget proposes the replacement of some thirty existing categorical
grant-in-aid programs Into five broad categoriesfor the disadvan-
taged, for the handicapped, for vocational education, for support serv-
ices ranging from library materials to school lunches, and for "Im-
pact" aid for districts with large numbers of Federal employees living
on Federal property. It is intended to effect economies, to eliminate
red tape, and to allow States and localities to determine spending pri-

3

SCHOOL FINANCE. DATA, 1970.1971 SCHOOL YEAR

(Billions)
Total expenditures for public schools $45.5

Current expenditures $39.6
Capital outlay 4.6
interest on Khoo] debt 1.3

Revenue receipts for public schools 44,5
Local governments 22.3
State governments 17.6
Federal government 3,5
Intermediate sources .9

Local property tax collections* 42.0
School districts 23.0
Other local governments 19.0
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orities. State and local funds previously required to match the cate-
gorical Federal grants will be freed for use at the discretion of State-
local officials, In other words, Federal incentive programs will be
minimized or eliminated and education will have to compete for the
released dollars with other functions (e.g., police protection, trans-
portation, etc.). This is what is referred to as the "new fiscal fed-
eralism."

Politicians are fond of quoting Chief Justice John Marshall's state-
ment in the famous McCultock vs. Maryland case, ". . that the power
to tax involves the power to destroy . . .." Interestingly, they too often
overlook his next few words: ". . . that the power to destroy may de-
feat and render useless the power to create." The: real danger of out-
moded and unbalanced local revenue structures for the support of
education is that it inhibits the creativity of the government and sup-
presses the creative impulses of the citizens who support it. Such inhi-
bition and suppression can profoundly affect the quality of life of
society.
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Approaches to Equitable Financing of
Education in Canada: Federal Provin-

cial Tax-Sharing and Provincial
Financing

WILFRED J. BROWN

Canadian Teachers' Federation, Ottawa, Ontario.

As in other areas of activity, there are many similarities between
the Uni;ed States and Canada in the arrangements and mechanisms
for financing education. For example, the foundation concept for
state-local cost sharing has been widely adapted by Canadian prov-
inces. Rather than concentrate on these or other aspects of our systems
which may be quite familiar to you, this paper will deal with two
features of our systems which have not been widely used in the United
States, namely, tax-sharing with unconditional equalization at the
federal-provincial level and an interesting experiment in centralized
financing of education by the Province of New Brunswick.

Following a brief overview of the growth of educational spending
in absolute and relative terms and of the rapid changes in sources of
funds for education in Canada, it is proposed to examine the federal-
provincial tax sharing arrangements by means of which the provinces
have been given access to fiscal resources sufficient to carry out their
educational and other constitutional responsibilities. It is then pro-
posed to discuss some aspects of our provincial-local arrangements
for financing elementary ane. secondary education, with particular at-
tention to the New Brunswick experience with centralized financing.

The British North America Act of 1867, the Canadian equivalent
of the U.S. Constitution, gave each province the right and respond-
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bility to develop and administer its own system of education. Thus,
ten distinct provincial systems of elementary and secondary education
have evolved. While there are some important differences among these
systems, most of them have local school boards and use property taxes
as a major source of funds.

EDUCATION IN CANADA'S NATIONAL ECONOMY

In common with most other Western countries educational spend-
ing in Canada has increased greatly in recent decades, particularly in
the sixties. Between 1961 and 1971 total spending on Formal Educa-
tion and Vocational Training in Canada increased from $1.9 billion
to $8.0 billion for an average annual rate of 15.7 per cent. In relative
terms, the growth of educational spending has also been quite remark-
able, rising from 4.7 per cent of GNP in 1961 to 8.6 per cent in 1971.'
In relaticel to Personal Income, the comparable percentages were 6.4
in 1961 and 10.9 per cent in 1971.

While a tremendous expansion in post-secondary education during
the sixties contributed sharply to this growth in total costs, spending
on elementary and secondary education also grew very rapidly, from
$1.4 billion in 1961 to $5.0 billion in 1971 for an average annual
growth rate of 13.5 per cent. In relation to national output, spending
for elementary and secondary education increased from 8.6 per cent
of GNP in 1961 to 5.4 per cent in 1971 and the comparable percent-
ages in relation to Personal Income were 4.8 per cent in 1961 and 6.8
per cent in 1971.

The reasons for the above developments are familiar: more chil-
dren staying longer in school and demanding wider educational
choices.

The most notable structural change in Canada's arrangements for
financing education in recent years has been the assumption by the
provinces of a much larger share of local school spending:

Publicly. Change A1.L Change
Controlled 1958 FOlt AfAL 1958

Elementary ir to EMMA- to
Sources of Funds Secondary 1968 T1ON 1968

(1968) ( 1968)

A. Local government taxation 39.8% (-9.2) 25.3% (-14.9)
11. Provincial and territorial

governments 52.2 (+11.6) 54.6 (+12.3)
C. Federal government 5.2 (+0.7) 11.5 (+3.4)
D. Non-government (private) 2.8 (-3.1) 8.6 (-0.8)

TOTAL 100.0% - 100.0%

SMILLIONS 3,595.5 5,668.9

'Includes elementary and secondary, teacher training, university and vocational
education.

(17



Financing Education in Canada 43

In the decade 1958 to 1968 the share of local taxation as a source
of funds for total educational spending fell from 40 to 25 per cent
while the provinces' share increased from 42 to nearly 55 per cent.
This takeover of major financial responsibility by the provinces has
been most pronounced at the elementary and secondary level where
the share of local taxation fell from 49 to 40 per cent and the provin-
cial share rose from 41 to 52 per cent.

Similar shifts have taken place at the post-secondary level but the
shift has been from the provinces to the federal government. In 1960,
the provinces contributed 41 per cent of the funds to post-secondary
education in Canada, the federal government provided 22 per cent
and the private sector (i.e., fees, endowments, etc.) made up the re-
maining 37 per cent. By 1969, the federal share had doubled to 44
per cent while the provincial share had declined to 32 per cent and
the relative importance of the private sector had dropped to 24 per
cent. Having documented the growth in our total financial commit-
ment to education and the shift in the burden of financing from the
municipalities to the provinces, it will be useful to examine the means
by which the provinces were permitted to assume this additional bur-
den, namely, tax-sharing or tax credits, as you may know them.

PROBLEMS OF FISCAL BALANCE AND EQUITY
It will be useful at this point to review some of the problems of

post-war fiscal federalism in Canada which have had to be overcome.
Those problems are endemic to federal states but have been more
pronounced in Canada during the past two decades than at any other
time.

Dynamic Imbalances Between Spending Responsibilities
and Revenue Means

While spending responsibilities and revenue sources are usually
roughly in balance for the senior governments when a federation is
negotiated, it is unlikely that they will remain in balance over any
substantial period of time. Social and economic conditions change and,
with these changes, the priorities for desired public services also
change. In addition, the relative importance of various sources of reve-
nue wax and wane. These twin problems are not as serious in a uni-
tary state where the central government can alter spending responsi-
bilities and tax powers at will, as they are in a federal state where the
original division of powers and responsibilities was the political com
promise which made nationhood possible and is usually firmly en-
trenched in a written constitution.
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Aggregate imbalances between spending responsibilities and reve-
nue-raising powers have been particularly apparent in Canada in re-
cent decades. Most peacetime priorities have arisen in the social serv-
ice field which, in Canada, is the domain of the provinces. The ex-
pansion of education has already been documented and there have
been similar expansions in health and welfare.

In an attempt to keep pace with the explotiing demands for serv-
ices in their domain, provincial and local governments raised the rates
and enlarged the bases of old taxes and, at the provincial level, new
taxes were added, chiefly general sales taxes. Despite these measures,
the pressure to enlarge spending exceeded the ability of the provinces
and their localities to increase tax )ields from their own sources.

The principal reason for the failure of provincial and local revenue
sources to keep pace with their spending needs is that the yields of
the taxes on which they rely do not respond well to normal growth
in the economy. This fact is illustrated by comparing revenue elastici-
ties of the major taxes in Canada with respect to Gross National Ex-
penditue over the period 1933 to 1965. The revenue elasticity of
wealth taxes, primarily the real property tax on which municipalities
rely, was 0.87 while that of consumption taxes, on which the provinces
have traditionally depended most heavily was 1.12. The revenue elas-
ticity of income taxes, exploited mainly by the federal government
was 1.66. The higher revenue elasticity of income taxes is explained
by progressive rate structures and rising income distribution profiles.

Interprovincial Differences in Levels of Real Income

The second major problem in our federal financial arrangements
arises because of differences hi levels of real income among provinces
and, it must be added, among localities within provinces. jurisdictions
with relatively low levels of real income must levy heavier tax bur-
dens On their citizens to provide similar standards of public services
provided in wealthier communities. To the extent that prevailing
ideas of social justice (or political expediency) require alleviation of
this situation, a redistribution of tax revenues is required.

In the past two decades there has developed in Canada a very
strong sentiment favouring government intervention to reduce the
gap between "haves" and "have nots," whether it involves adjustments
in the economic well-being of individuals or the fiscal capacities of
provincial governments to provide comparable standards of social
sery ices.

FEDERAL-PROVINCIAL FISCAL ARRANGEMENTS

The Canadian approach to solving the problems of aggregate im-
balances between spending needs and revenue sources and to offsetting
inter-provincial disparities in standards of social services has evolved
from the historical circumstances out of which the federation emerged
and from subsequent events. The modern history of Canadian inter-
governmental fiscal relations began itt 1940 with the reporting of the
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Royal Commission on DominionProvincial Relations (RowellSirois
Commission). The Commission had been appointed to examine the
hopeless jumble of income and consumption taxes which had grown
up in most of the provinces and to recommend rationalization of
federal-provincial finances. Despite the rejection of the RowellSirois
report at the time, the debate and controversy surrounding its rec-
ommendations created an atmosphere hi which all parties were more
receptive to change than might otherwise have been the case. In fact,
the system of federal-provincial fiscal arrangements which has evolved
over the past 30 years is similar in many respects to that recommended
by the Rowell -Sirois Commission.

Tax Rental (1942.1962)

Early in World War II, the federal government was able to per-
suade the provinces to relinquish their own personal and corporation
income tax fields in return for unconditional "rental" payments. Pos-
session of uadisputed control of the income tax permitted the federal
government to pursue the war effort to the fullest extent. Rental
agreements, first made in 1942, were renegotiated every five years and
eventually covered the period 1942 to 1962 using rental formulas
which became progressively more generous from period to period.

Tax rental requires that a provincial or state government refrain
from exploiting a tax source to which it has legal access, in return for
a negotiated percentage of the collections made within its region by
a higher level of government. The advantages of tax rental for such
levies as income taxes are that they (1) help facilitate equitable treat-
ment of individual taxpayers among provinces, and (2) permit a cen-
tral government to pursue ecoomic policies with less likelihood of
having them neutralized by the provinces. The proceeds of tax rentals
are, of course, derivation transfers in that, in the absence of equaliza-
tion or stabilization clauses, they are proportional to the revenue de-
rived from the recipient's own jurisdiction.

The rental system worked well for Canada during the wartime and
in the early post-war years, providing the federal government with a
strong revenue base, establishing a standard income tax structure
across the country and guaranteeing the provinces certain basic reve-
nues at fairly low political risk. However, tax rental had some serious
disadvantages. First the provinces who sign rental agreements forfeit
a degree of autonomy in that they are not free to vary the tax rate.
Since the productivity of provincial consumption taxes is low and their
incidence slightly regressive, there is little a province can do to in-
crease revenues significantly during the course of an agreement. Sec-
ond, tax rentals violate the principle of fiscal responsibility in that the
political pain of raising the funds does not fall on the same level of
government which has the political pleasure of spending them. Fi-
nally, a tax rental system penalizes any province which prefers not to
refrain from imposing its own income or succession taxes. In Canada,
Quebec refused to participate on grounds that the concept of tax ren
tal was incompatible with its constitutional rights.
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Tax-Sharing (1982-1972)
The disadvantages of tax rental led to their replacement in 1962

by a form of tax-sharing arrangement. After negotiating a mutually
acceptable tax base, parties to a tax-sharing deal are free to vary the
rates as they choose, thus overcoming some of the major disadvantages
of tax rental. Under the 1962-67 agreement as it applied to personal
income tax, the federal government imposed a national "basic tax"
which it then reduced or abated by a negotiated percentage in order
to "make room" for the provincial taxes.

For the first time in 1962 the federal government and the provinces
also entered into Formal tax collection agreements under which the
federal government agreed to collect, free of charge, provincial per-
sonal and corporate income taxes without any limit on the amount
collected. Thus, the provinces were free to tax at rates beyond the
federal abatement, the only condition being that the provincial and
federal tax bases had to be identical. All provinces except Quebec
chose to have their personal income taxes collected by Ottawa. In ad-
dition, Ottawa collected corporation income taxes for all provinces
except Ontario and Quebec.

Throughout the series of tax rental and tax-sharing agreements
there has been an incessant struggle by the provinces to increase their
share of the tax pie and the Federal government has, in fact, given up
more and more of the federal "basic tax" to the provinces. The fol-
lowing are the basic percentages by which the federal government
withdrew from the personal income tax field:

1957 Arrangements (tax rental)
1957
to 13

1961

1962 Arrangements (tax-sharing)
1962 16
1963 17
1964 18
1965 22
1966 24

1967 Arrangements (tax-sharing)
1967
to 28

1971

The additional four percentage points of personal income tax abated
to the provinces in 1967, together with one percentage point of cor-
porate Income tax (not shown above), were ranted to the provinces
for post-secondary education and will be discussed inure fully fur-
ther on.

The successive abatements of federal tax collections throughout
the sixties was the major factor enabling the provinces to increase
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their share of educational costs, documented earlier. The remarkable
aspect of this period in Canadian federal-provincial fiscal relations is
that the provinces have been able to meet the exploding demand for
social services in their domain, including education, without increas-
ing the income tax burden on their taxpayers. In fact, except in those
provinces which taxed beyond the federal abatements, the income tax
burden remained almost constant from 1961 until 1971.

By means of federal-provincial negotiations, it has been possible
to shift effective taxing power from the federal to the provincial level
in recognition of urgent provincial priorities in the social service fields.
Thus, it has been possible, with a minimum of disruption to the tax
structure, to strike a new balance between expenditure needs and
revenue sources at each level of government.

Revenue Equalization Grants

As early as 1957, the federal government began to make uncondi-
tional tax revenue equalization payments .to the provinces with the
objective of better enabling all provinces to provide comparable lev-
els of services with comparable levels of taxation. The 1957 agreement
provided for equalization payments to bring the per capita yield of
the three "standard" taxes (i.e., personal income, corporate income
and succession duties) up to th, weighted average yield from these
taxes levied at "standard' rates in Ontario and British Columbia, the
two provinces with the highest per capita yields. Payments were made
to all provinces, including Quebec, even though it did not participate
in the rental agreements. In 1962, a measure of natural resources reve-
nue was introduced into the equalization formula but the level to
which revenues were being equalized was reduced from the average of
the top two provinces to the national average. One year later, however,
and for the balance of the 1962.67 Agreement, the formula was
changed back to the "top two" basis but with a deduction for prov-
inces with above-average per capita yields from natural resources.

A major change in the equalization formula took place in 1967
when the tax base used to determine entitlement to equalization was
broadened to include virtually all sources of provincial revenue in-
stead of the four revenue sources used in the previous agreement. The
formula attempts to measure the amount by which each province's
revenues, as calculated using a "representative tax system" fall short
of the national average because of weak revenue sources. These equali-
zation payments ensure that each province can receive revenue equal
to the national per capita average regardless of the deficiencies in its
own revenue sources and without subjecting its taxpayers to above
average tax rates.

In 1972, the federal government distributed approximately $1 bil-
lion in unconditional equalization transfers under the Federal-Provin-
cial Fiscal Arrangements Act. The following are the percentages of
1972 gross general revenue made up of unconditional equalizing grants
under this program:

0(4
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Newfoundland 26.2%
Prince Edward Island 20.7
Nova Scotia 17.7
New Brunswick 21.1
Quebec 9.2
Manitoba 8.0
Saskatchewan 16.8

7 Provinces 12.3%

In the Federal Budget brought down on February 19, 1973, the
Government announced that the revenue equalization formula would
be expanded, effective April 1, to include local taxes. The net effect
of this measure will be to transfer substantial extra funds each year
to the above provinces. The transfer will amount to about 28 per cent
of the local school taxes collected in these provinces and will increase
total equalization payment by $190 million to $1.4 billion in 1973-74.
The Minister of Finance indicated that he expected to see the prov-
inces affected pass on substantial benefits from these extra funds to
their local property ratepayers.

Conditional Grants in Health and Welfare

What have just been described are the major features of federal-
provincial arrangements for ensuring the provinces a high degree of
fiscal balance and equity. In addition to the program of tax abate-
ments described previously, the federal government makes use of an-
other mechanism to promote fiscal balance, namely, conditional grants
in the fields of health and welfare. These programs are worthy of note
in this paper because the policies which have been adopted with re-
gard to these programs are indicative of the philosophy of the Ca-
nadian Government toward involvement in the provincial domain.

By conditional grants, I mean cost-sharing schemes under which
the federal government pays approximately 50 per cent of the cost of
provincially administered programs, not categorical grants which can
only be used for specific purposes. The provinces retain a wide lati-
tude in undertaking programs eligible for federal cost-sharing.

These programs have been designed primarily for stimulation and
tax relief rather than equalization, although there is an implicit ele-
ment of equalization in the distribution formulas which usually re-
sults in the federal sham being larger in the less affluent provinces.
There has been no attempt in Canada to build a "fiscal need" com-
ponent into our conditional grants at the federal-provincial level as
has been done in the United States with many of the categorical grants
in health, education and welfare. Serious efforts at equalization are
made through provincial revenue equalization grants.

The conditional shared-costs grants are for three programs in
health and welfare: The Canada Assistance Plan, Hospital Insurance
and the Medical Care Program. These programs were established by
the federal government to ensure that all provinces could meet certain
basic standards of health and welfare service.

.
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The federal government now regards these three programs as "well
established" in the sense that they are felt to have sufficient popular
support in all provinces to ensure their continuation without direct
federal involvement. Accordingly, Ottawa has proposed to withdraw
from these programs by eliminating the conditions which have ap-
plied to the federal contribution and substituting a fiscal equivalent
in the form of tax points.

The federal government made its first "opting-out" proposal in
1964, renewed and altered it in 1966 and 1968 and then withdrew it
altogether in 1969 pending major tax reform. These details are of no
great interest here. The essential point is that, once a program in a
social service field has been initiated and become "well established"
the Canadian Government has adopted the philosophy that it is better
to terminate direct financial assistance in exchange for tax points.

Post-Secondary Education Fiscal Transfer
In 1967 the federal government introduced an unusual type of

transfer to assist the provinces in financing post-secondary education.
This program was in partial replacement for a per capita grant to
universities which was being phased out. The Post-Secondary Educa.
Lion Fiscal Transfer is unusual in that it is unconditional and con-
ditional at the same time.

The unconditional feature of this program consists of the abate-
ment of four equalized points of personal incr, tax and one equal.
ized point of the corporation income tax bas p ed earlier in the de-
scription of general tax abatements. If necessary, the tax abatement
revenue is augmented to bring the total transfer up to 50 per cent
of the operating costs of post-secondary institutions or to an amount
equal to $15 per capita of the provincial population in 1967, which-
ever the province in question prefers. Newfoundland, Prince Edward
Island and New Brunswick have chosen the latter option. Total fed-
eral transfers to the provinces under this program increased from
$422 million to $870 million between 1967 and 1971 absorbing a sub
stantial share of the increased costs of post-secondary education in the
late sixties. When the 1972.77 fiscal arrangements were negotiated with
the provinces the federal government only agreed to continue this
program for two additional years and placed a limit of 15 per cent
per annum on the growth of payments for the final two years. Studies
concerning the federal role in financing post-secondary education are
in progress at this time.

PROVINCIAL-LOCAL SCHOOL SUPPORT PLANS
As noted at the outset, this paper will give major attention in con

sidering provincial-local financing of !ducation to the New Brunswick
experience with centralized financing. Before doing this, however, it
is necessary to provide an overview of the kinds of programs employed
in the other provinces.

It is useful to begin by examining the sources of school board reve-
nue by province for a recent year (1968). In both Newfoundland and
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SOURCES OF' Scnoo1. BOARD REVENUE, 10 PROV I N CES
1968

Province Gratits /.oral Other Total

Percentage Distribution MILLIONS
Newfm. idland 90.0 2.0 8.0 41.5

Prince Edward Island 70.0 2P.7 1.3 11.9

Nova Scotia 53.9 45.0 1.1 82.1

New Brunswick 99.7 .... 0.3 55.3
Quebec 57.1 41.3 1.6 913.5
Ontario 46.0 51.0 3.0 1242.3
Manitoba 77.0 20.5 2.!, 131.0

Saskatchewan 43.0 53.6 3.4 137.2

Alberta 50.8 45.5 3.7 262.8
British Columbia 41.0 56.3 2.7 284.5

,111 Provinces 52.1 45.3 2.6 3162.1

New Brunswick the provincial government pays virtually the total
costs of education.
Among the mixr eight provinces the provincial share varies from 70
1,er cent to 41 per cent. Only in Ontario, Saskatchewan and British
Columbia does local government contribute more than half of school
board revenue.

Several Canadian provinces use variations of the foundation pro-
grant concept for allocating provincial funds to local school boards.
Alberta and British Columbia have variations of the Mort Plan in
that they define the minimum prograth in terms of a weighted teacher
or classroom. Saskatchewan, Manitoba and Quebec all have plans
which use features of the Maryland Plan. Ontario which, until recent
years, had a form of the Mort Plan has now ddopted a variable per-
centage scheme but retained some features of its former plan. In the
last two or three years several of the provinces have introduced some
type of budgetary controls curbing local initiative in exceeding the
foundation program.

New Brunswick, one of our At'arair Provinces, covers 28,000
square miles, similar in physical ciia acteristics and resource endow-
ment to Maine. It has a preominantly rural population of about
640,000, 60 per cent English-speaking and 40 per cent French-speaking
and a per capita personal income substantially below the national
average. Until. 1967 the Province t I over 400 school districts, tmmy
containing one-room schools mid t. ch child's educational opportu-
nities depended essentially on the vagaries of property tax geography.

In the early 1960's the Governmi. of New Brunswick set up the
Royal Commission on Finance and 'Municipal Taxati Jli co stIldy all
aspects of .provincial-local finances and functional assignments. The
result, beginning in 1967 was a complete reorganization of provincial-
local relationships lnd finances including assumption by the Province
of full responsibility for financing elementary and secondary educa-
tion,' and the financing and provision of health, welfare and justice.
To accomplish these purposes there was a complete restructuring of
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the provincial-local tax system including the elimination of outmoded
taxes such as the personal property and poll taxes and the levying
of a uniform province-wide real estate tax at an effective rate of 1.5
per cent of market value, to be determined by provincial assessors. In
addition the Province took over the billing and collection of all prop-
erty taxes.

The existing school districts were consolidated into 33 districts or-
ganized in seven regions each having a regional .superintendent whose
role it is to provide leadership in those districts which required up-
grading and, in all cases, to provide contact and liaison between the
districts and the Department of Education.

The responsibility for the administration of education in each of
the 33 distracts is delegated to a board of school trustees. Ti- ce boards
have either nine or fiLeen members, six or nine of which, rc p'ctively,
are elected while the remainder are appointed by the Lieutenant-
Covernor-in-Council.

Funds for operating and capital expenditure are distributed to the
school districts on a budgetary basis by the Department of Education
and each board of trustees is responsible for administering the finances
of its district. Budgets are submitted by each district to the Minister
not later than November 15 each year. Overall budgetary policy is
discussed at a conference of Departmental, Regional and District per-
sonnel in December and this is followed by individual discussions be-
tween departmental and district officials at which realistic operating
budgets are established. The budgets of all school districts are then
submitted to Treasury Board as part of the Department of Education
budget. The districts are usually advised in April of the actual budget
allotments which are finally approved by the provincial Legislature
and distribution to the districts begins on a monthly basis in July.
Beginning in 1970, the Province initiated a centralized payrolling sys-
tem for issuing bi-monthly salary cheques to approximately 8,000
teachers and 2,000 non-teaching employees.

Centralization of financing in New Brunswick has undoubtedly ad-
vanced the goal of equalization of educational opportunity in a way
that no provincial-local cost-sharing arrangement seems capable of
doing, at least not in Canada. Since there are no more than slight
variations in costs per child between school districts, there has un-
doubtedly been a considerable reduction in the wide discrepancies
in resources available for each child's education across the Province.
To this extent, the goal of more equal provision of educational serv-
ices seems to have been advanced. At the same time, load decision-
making in important policy areas such as the hiring of teachers has
been retained, albeit after a sweeping consolidation of local school
hoards.

The process of equalization has been a Wilful and costly one for
New Brunswick. In order to improvt. the :ducational and other pro-
grams of those in areas poorly served in the past, it has been necessary
to raise taxes. Moreover, people in the larger and more affluent, mainly
English-speaking areas of the Province have had to "mark time" Our-
ing the "evening-up" process and this has made them unhappy. Ai-
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though the ambitious program he fathered goes on, Louis Robichaud's
Liberal Government was defeated at the polls in November 1970.

Early in this paper two problems of fiscal federalism were identi-
fied which, if not solved or alleviated, have serious consequences for
the financing of education, in particular. The first is dynamic imbal-
ances between spending responsibilities and revenue sources at the
federal-provincial level. The pattern of arrangements which has
evolved in Canada for meeting this problem has consisted of tax-shar-
ing agreements under which both the federal government and the
provinces exploit the lucrative income tax to which they have joint
constitutional access. By successive reductions in its own taxes through-
out the sixties, thereby giving the provinces more "tax room," the
federal government implicitly recognized that provincial priorities
in education, health and welfare should have precedence over fed-
eral priorities.

Where the federal government has identified national priorities
in the social service field it has assumed a form of flexible leadership
by using loosely defined conditional cost-sharing grants until the pro-
grams are established and then relinquishing control over these fields
to the provinces. In this way, provincial needs and asph ations have
been better accommodated and the principle of "fiscal responsibility"
better served.

The second major problem of fiscal-federalism affecting the financ-
ing of education consists of intergovernmental differences in fiscal ca-
pacity necessitating redistribution. By means of the federal-provincial
revenue equalization program, each province can, without subject-
ing its taxpayers to above average tax rates, receive revenue equal to
the national average regardless of its own revenue sources.

It would be less than honest to suggest that these reasonably effec-
tive and simple solutions to the problems of fiscal balance and equity
came about by either design or by generosity on the part of the fed-
eral government. In fact, the Province of Quebec has held out inces-
santly against most federal-provincial fiscal arrangements viewing
them as infringements on her constitutional rights. In recent years,
some of the other provinces have been almost as insistent in their de-
mands for fiscal decentralization. In short, the major factor in deter-
mining the pattern of intergovei mnental fiscal relations in Canada
has tlen the desire to preserve our national unity.

Despite numerous transitional problems, it appears at this time
that the New Brunswick program of provincial financing of educa-
tion has resulted in more equal provision of educational services
among the children of the Province, while at the same time preserv-
ing a significant amount of local decision-making. Many of the prob-
lems encountered in New Brunswick stem from the fact that the
scheme was not phased in gradually and from the persistence of di-
visions among the population which are centuries old,

The measures to achieve better fiscal balance and equalization at
the federal-provincial level have resulted in a decentralization of fi-
nancial power into the hands of the provinces on their own terms, The
New Brunswick program is a rather dramatic example of the utilica-



Financing Education in Canada 53

tion of this power by one province to improve the distribution of
educational service among its people. Other provinces are moving
toward a similar end in gradual steps. For example, Prince Edward
Island recently initiated its own version of the New Brunswick pro-
gram, Alberta has just enacted a province-wide property tax, the Min-
ister of Education of British Columbia has predicted province-wide fi-
nancing during the seventies and several provinces have adopted
province-wide negotiation of teachers' salaries. All of this suggests that
within a decade ur so most Canadian provinces will have achieved es-
sentially the same end as New Brunswick.

FOOTNOTE

!All statistics Tuned in this paper were obtained from or derived from pub-
lished reports of Statistics Canada. Educational data was obtained from reports of
the Education Division of Statistics Canada.

4



Accomplishing Fiscal Neutrality
CHARLES S. BENSON

Professor, University of California, Berkeley.

To speak of accomplishing "fiscal neutrality" requires that we first
have an understanding about what the term means. The heuristic use
of the concept of fiscal neutrality in Serrano and related cases has
no thorough development in the literature of public finance. I sug-
gest we are free, those of us who are interested in social policy, to
define the term in any sensible way that we wish.

TAX NEUTRALITY

It is true that economists have established a principle of neutrality
in analyzing the relative worth of different instruments of taxation. A
"neutral" tax is one that is free of "side effects." Whereas a tax exists
mainly to transfer command of economic resources from private sector
to public, the use of a given tax may create certain specific incentives
for households to modify their behavior in the marketplace, either in
their capacity as producers or consumers.1 Such kinds of influences on
households, insofar as they stand aside from the general transfer-of-
economic-resources process, are generally regarded as undesirable fea-
tures of a particular tax instruments

What arc some examples of side effects? A progressive income tax
may discourage entrepreneurs from taking risks and salaried persons
from engaging in some especially demanding kind of work. The idea
is that after one has reached a comfortable level of income, a person
finds that much of the extra income derived from a risky venture or
from some especially difficult assignment must be surrendered to gov-
ernment; hence, the fact that one can keep only half of any additional
income, say, reduces willingness to put oneself out. It is a psychologi-
cal response, and possibly one of importance.

55
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Excise taxes serve to raise the prices of commodities on which they
are levied and, reteris paribus, reduce consumption of those articles.
Excise taxes drive a wedge between market price and cost of produc-
tion; thus, they make impossible an attainment of maximum level of
weliare, for such a maximum implies no such interference in exercise
of household tastes. Property taxes have effects on location of inch's-
trial and commercial properties; accordingly, they effect, inter alia,
commuting patterns."

None of the side effects cited as examples reflect economic ration.
ality. If a government chooses to use a progressive income tax, it does
so on grounds of equity and revenue productivity. The fact that the
tax may constrict risk .:aking and the matching of high level skills
to eseecially demanding work assignmentsthe establishment of a
negative incentive on work effort in generalis deplored. Tax neu-
trality, then, is a criterion of relative worth of tax instruments. That
non-neutral taxes are used reflects the condition that the most neutral
kinds of tax instruments, such as the value added tax, are deficient
on equity criteria.

FISCAL NEUTRALITY DEFINED

Fiscal neutrality implies a principle broader than tax neutrality,
for it deals simultaneously with the revenue-raising process and with
the distribution-of-benefits process. In their findings in the Serrano
case, the majority of members of the California Supreme Court ex-
pressed dismay that a property-poor school district -lacked means to
purchase high quality school service. They noted that poor districts
would have had to levy a tax rate more than double state average to
enjoy the benefits of high educational expenditure. It is immediately
clear that the Court had tax burden and service benefits simultane-
ously under consideration. Strange as it may seem, such a logical type
of analysis is new in social policy, at least with respect to the opera-
tions of local government.

The view that fiscal neutrality connotes joint examination of tax
rates and benefits does not, however, bring us completely to a work-
able definition of fiscal neutrality. We need a more precise rendering
of the principle involved. We also must consider the unit, whether
school district, class of taxpayer, household, or student, toward which
the principle is to be applied.

Though I must cast it in negative terms, 1 offer the following as
the general definition of fiscal neutrality: fiscal neutrality exists when
we see no warping or distortion of choice in consumption of tax.
financed goods and services on irrational or socially-undesirable
grounds.' We shall now examine how this principle may be applied
to different units of analysis.

FISCALLYNEUTRAL SCHOOL DISTRICTS

So far, school districts are the units most commonly mentioned
in discussions of fiscal neutrality. The California Supreme Court could
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find no compelling reason for fiscal decisions of school districts to be
50 thoroughly constrained by the amount of locally-taxable property
per student contained within the boundaries of those units of gov-
ernment. The existing wistem appears to Lail the test of rationality,
for no one has so far suggested a logical connection between require-
ments of a district for school services and the existenceor lack of
existence, sayof a large private public utility within its borders.
The Serrano case, hence, might have been argued strictly on rational-
ity groundsthis is what choice of school district as unit of analysis
means to me. It is irrelevant if a property-poor school district happens
to be populated by upper-middle income households. The penalty
suffered by the district, i.e., by failing to have commercial and indus-
trial properties available to tax, exists without regard to the income
level of the people who live in it.

CLASS OF TAXPAYERS AS UNIT OF ANALYSIS

Yet, we should not forget that plaintiffs in Serrano were poor peo-
ple and that their case was pressed by poverty lawyers. In its ruling
on demurrer the California Court held that education is a funda-
mental interest which, under equal protection clauses of the United
States and California Constitutions, should not be distributed under
a suspect classification. The suspect classification displayed to the
Court was district wealth. However, the Court appeared to assume
that wealth of school district was a proxy for household income. Thus,
the existing system of finance was seen as one which penalizes poor
people.

One might go on to say that an educational system which favors
the rich and penalizes the poor is fiscally non-neutral in that it ac-
cepts a distortion of choice on the basis of a socially undesirable cri-
terion. To so assert would be to hold that the development of human
talent is a process of sufficient value that it should stand free of inter-
generational forces, such as parental income, as long as privacy is not
unduly invaded.5

We must now begin to think about how the selection of a unit of
analysis affects policy to accomplish fiscal neutrality. If the unit is
the school diss,rict, then a property-based district power equalizing
scheme might be saki to serve the purpose. Assume that district ex-
penditure decisions are made by a cabal without regard to educa-
tional tastes of the inhabitants of the district or lien.' income. Let
members of the cabal, however, prefer lower local tax rates to higher,
other things equal. District power equalizing would allow the cabals
in all the districts of the state to make their decisions on school pro-
grams without having to take account, presumably, of local taxable
wealth.

Suppose. on the other hand, that the unit of analysis is class of
taxpayer and suppose, further, that the objective of fiscal neutrality
is to see that poor people have equal means to express their tastes for
education as do the rich. Then property-based district power equaliz
ing simply would not serve the objective. If some poor families today
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are excluded from superior educational opportunities by lack of means
to purchase land in affluent, educationally-minded suburbs or to pay
the rents that high land values in those places connote, then they
would he excluded tomorrow by inability to pay the top tax rates of
DPE schedule. I would expect, furthermore, to see poor families who
today live in middle inc itte communities segregate themselves into
low income communities where school taxes would be low. I would
also look for a clustering of commercial and industrial properties and
retirement villages into low tax areas, but, unlike now, the tax yield
of such properties would not offer benefits to local residents.

Fiscal neutrality in terms of class of taxpayer might be served by
DPE with a different local tax base, namely, surtax on Federal income
tax liability. The surtax rates could run in the range of 5 to 15 per-
cent. Because Federal income tax liability recognizes size of fami:y
and special family hardships (e.g., unusual medical expenses), and
because the schedule of rates is quite progressive up to high income
levels, DPE based on income tax liability, though not a completely
neutral system by class of taxpayer, would be, nevertheless, a system
under which a group of poor families could elect to live in a come
munity that sought to receive high quality educational services, for
the high DPE surtax rates of that community would be laid on a
small or non-existent income tax liabilities of the poor families. The
plan would also favor persons of moderate income who desire to have
the combination of expensive housing and good education (both kinds
of items being favorable for the development of youth, one would
think). Taxation of residential property for schools would be aban-
doned. Non-residential property might become subject to taxation
for schools at a statewide rate. This would make taxation of industrial
and commercial properties itself more rational, for the benefits from
school levies received by the owners of such properties are not ordi-
narily drawn from a single school district but from the collectivity of
districts.

FISCAL NEUTRALITY AND THE
INDIVIDUAL HOUSEHOLD

At the present time, the quality and type of educational services
consumed directly by a household are intimately linked to its choice
of place of residence. This condition is especially characteristic of
states which have maintained an administrative structure that includes
large numbers of small school districts, but it may exist as well-in
states with a county district structure if families are restricted in choice
of school by attendance areas within the county.

There is no logical connection between household desires with
respect to place of residence and household demand for educational
services; hence, fiscal neutrality demands that the nexus be broken.
For all except the very richest, education is an item of group con-
sumption. Power to choose one's group may be equally important as
power to command an adequate supply of dollars to purchase serv-
ices. In states which have large school districts, such as counties, the
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solution is relatively simple, in principle: allow choice of school in-
dependently of intra-county attendance cones."

For states which have many small school districts, the approach
must be somewhat more complicated. I suggest the following plan.
Along with IRE based upon surtax on Federal income tax liability,
add the following provisions. 1) Allow families to choose any school
for their children to which school or public transport is available or
to which the household is able to provide its own means of transport.
2) School tax payments levied on a household should follow pro rata
the children of the household to whatever school they attend. 3) The
tax rate paid by the family should be a weighted average of the tax
rates levied in all the districts used by the given family. 4) However,
the school tax rate paid by any family should never be less than the
rate it would pay if it chose to enroll all its children in its district of
residence.

The last provision exists to assure that parents are not allowed
to achieve a school tax rate advantage over non-parents, i.e., by send-
ing all their children to a low tax rate district. This might be, of
course, a bona fide choice for some households. In that case, the given
family would be paying an excess amount of tax as compared with
the families of the same income who lived in the district to which
they were sending their children to school. This sum might be credited
to them to allow them to purchase supplementary educational serv-
ices. Or it might be deposited in an "educational improvement fund"
of the district.

These proposals, I believe, would go quite a long way toward
freeing choice of educational services from choice of residence. For
example, I might wish to live in a small school district because of the
view, congenial neighbors, etc., but I might wish to send my children
to central city schools to benefit from the more diversified program
their economies of scale allow them to offer. The plan I have proposed
would allow me to do so, and the maximum extra sum I would pay
would be the differential, if any, between the central city's school tax
rate and that of my home district, plus possibly transport.

This set of proposals admittedly places government in a position
of risk. A given district might enjoy a high demand for its services
and build physical facilities to accommodate that demand. Later, it
might suffer a loss of esteem and find itself with excess capacity. How-
ever, risk carries with it gains as well as losses, and I feel that some
competitive pcssure in the public sector is generally a good thing.
Moreover, the possibility of having excess capacity could be mini-
mind by making use of a certain amount of leased space, along with
portable facilities.

THE STUDENT AS THE UNIT OF ANALYSIS

In some cases the tastes of students may differ from those of par-
ents in the matter of quality and type of educational services desired.
As long as too much in the way of social benefit was not sacrificed
and as long as parents did not become too upset, I would favor stu-
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dents having more choice about their educational experiences from,
say, the junior high years on. One case where this might be important
would he the following. Suppose I choose to live at some distance
from a central city in a cluster of small school districts. Let me assume,
to make the case as value-free as possible. that I have good reason to
do so and that all members of my family approve my choice of resi-
dence except for the fact that my children want to have more highly
specialized educational services than any of the surrounding small dis-
tricts can give them. Thus, not even providing for fiscal nentrality
of the individual household serves to protect their choice against an
irrational constraint.

Chokes of students can he served, at least to some degree, by es-
tablishing regional educational authorities which, exploiting econo-
mies of scale, would offer very specialized courses on an optional basis.
Specifically, the regional authorities might issue a "spring catalogue,"
listing courses ordinary and exotic. Whenever a sufficient number of
students signed up to take a given course, they would be guaranteed
it, let us say, at the most convenient place available. In this manner,
those persons in their teens who have any strong measure of desire,
intellectual or otherwise, to study some particular thing, be it harpsi-
chord or design of computers or boat building, should be able to find
instruction, either in an academic or practical manner, as made sense
in their particular case. The program would allow more specialization
by subject and instruction of a deeper, more intensive sort as well.'

4 CONCIAMING NOTE

We have offered a definition of fiscal neutrality and we now see
that plans to provide fiscal neutrality may be different as the unit
school district, income class, household, or studentwhich is to be
protected is different!' However, plans to provide fiscal neutrality can
in a certain sense be additive. That is, as we accept a progressively
smaller unit of analysis, going, say, from school district finally to stu-
dent. we move from property-based DPE to income-based DPE, com-
bined with choice of enrollment across district lines and combined
further with regionalized provision of specialized educational services.

Two short additional comments must be made. Full state funding
is another approach to fiscal neutrality and it is an approach much
simpler, in principle, than the one we have worked through here.
The other comment is that we must recognize in concentrating on
education that we are adopting a very partial approach to fiscal. neu-
trality. True fiscal neutrality would deal simultaneously with all local
public services.

FOOTNOTES

'Taxation is employed as an instrument of fiscal policy as well, though mainly
by central. not state or local. governments.

On the other hand. the effect of VXCiSes Olt liquor and tobacco products in
curbing their consumption may be regarded as socially desirable.

:IA thorough discussion of lax criteria is given in Carl S. Shoup, Public Finance.
Chicago, Aldine Publishing Company, 1969, Part 11.
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4Compalsion as well as 0114re has its place in social police. This article is about
choice. not compulsion. because the basic economic principle of neutrality implies
choice.

5F.X1111p104 of undue invasion of pri)acv might be the attempt by the Slate to
determine 11w mating process or 10 control the amount of reading materials. etc.
that educationally-minded families give to their children.

dAt this point. the reader will see that the objective of fiscal neutrality possibl)
may stand conflict with that of social class integration. The matter ()I trying to
reconcile conflicting objecti)es is for separate study.

1This proposal is to be found in the Report of the New York State Commission
on quality. Cost, and Financing of Elementary and Secondary Education (Fleiscb-
mann), 1912, 1'ohnne 1, Chapter 2.

sasome readers may feel that discussion of student choice goes beyond the defi-
nition of anything "fiscal." However, the student is the one and only direct client
of educational programs. From his point of view, it makes little difference whether
his opportunities are restricted by lite fact that he lives in a poor school district or
by the fact that he lives in a school district too small to give him specialized serv-
ices sunder any conceivable set of tax rates, Fiscal opportunities can relate to costs
as well as to wealth.

C. .5
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Educators and laymen alike have long recognized that not all edu-
cational programs are equally costly. From the time of Ellwood P.
Cubberley's first school finance studiesi at the turn of the century to
the present time, some school districts have spent substantially more
money than other districts to educate the same number of students.
The development of specialized educational programs to meet more
adequately the needs of particular types of students has also served to
call attention to the fact that some students require relative' more
expensive programs to approach equality of educational oppor nity.
Until the recent efforts of the National Educational Finance Prnjert
however, very little has been known with regard to the magnitude
and nature of the cost of providing educational programs tailored
to meet the needs of specific types of studentsstudents who deviate
from the average or normal child in mental, physical, or social char-
acteristics to such an extent that they require a modification of school
practices, or special educational services, in order to develop to their
maximum capacity.2

As the concept of equality of educational opportunity has been ex
panded to require that every child be educated to the limits of his
abilities, the development of special education programs has kept
pace. Early programs for the deaf, the blind, the hard of hearing and
the partially-sighted were developed in private schools many years
ago. Recently, the programs have been supplemented in the public

63

C



64 School Finance in Transition

schools of the various states by extensivclitirogam offerings for the
educable and trainable mentally retarded, the orthopedically handi-
capped, the socially and emotionally maladjusted, the intellectually
gifted, the speech handicapped, and for students with various types of
learning disabilities. And as these special educational prowams
evolved and became defined according to the differing categories of
exceptional children receiving spedal educational services, changes
in the methods of delivering educational services also evolved so that
today a broad array of educational delivery systems are used to pro-
vide educational services to students with similar exceptionalities.
Whereas traditionally the characteristics of the students were the
primary criteria for defining a special educational program, increas-
ingly, the characteristics of the delivery system used to provide that
program are being recognized as representing ,.mother crucial dimen-
sion in defining special educational programs.

If it is to be meaningful for financial planning purposes, any at-
tempt to assess variations in educational program cost must consider
not only the different types of exceptional children for whom pro.
grants are provided, but must also consider variations in the educa-
tional services provided to those children. Furthermore, if the assess-
ment of variations in educational program cost is to be of much use
to those who make programmatic decisions, it must be related to evi-
dence concerning the effectiveness of the differing program alterna-
tives.

Typically, school funds have been accounted for on a district-wide
rather than on a school -by- school basis. Thus, if different delivery
systems are used in different schools in a given district to provide edu-
cation for the same category of exceptional children, it is extremely
difficult to develop the data necessary to assess the variation in costs
that are attributable to the type of delivery system. Furthermore, only
a small percentage of school districts maintain expenditure accounts
which enable one to determine the cost of educational programs for
a particular category of students defined in terms of either grade level
or type of exceptionality. Hance, at the present time it is exceedingly
difficult to evaluate the financial inputs to the various educational
programs provided in American schools.

But if it is exceedingly difficult to evaluate the financial inputs,
it is next to impossible to assess the program outputs which are nec-.
essary for any cost-benefit analysis of special educational programs.
Until such time. as school districts maintain financial, personnel and
pupil records au a programmatic basis, the assessment of variations
in educational program costs will be an inexact and haphazard affair.
And until such time as school districts develop meaningful measures
of program effectiveness, financial and program planning for educat-
ing exceptional children will likewise be haphazard if not chaotic.

PROCEDURES FOR ASSESSING VARIATIONS
IN EDUCATIONAL PROGRAM COSTS

The process of assessing the variations in costs associated with
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different types of educational programs in a gken state consists of
identifying the differentiated educational program structureinclud-
ing the types of delivery systems for which cost differentials and cost
indices are desired, selecting a simple of school districts to be included
in the study, collecting the (1;11;1 necessary for computing the varia-
tions in program costs, developing program cost configurations, and
projecting potential program populations. Although the specific de-
tails of the process will vary from si ate to state depending upon the
availability and composition of the necessary data, and the program
structure and delivery systems selected for analysis, the following gen-
eral description of the procedure provides ;, composite overview of
the methods employed in several of the studies to date.

Identification of Differentiated Educational Program Structure

Identification of the differentiated educational program structure
to be analyzed is the first step in the process and one with many hid-
den pitfalls. The literature in the field of special education generally
supports a taxonomy of special education programs which 'includes
programs for the intellectually gifted and for the intellectually handi-
capped: programs for the speech handicapped, visually handicapped
and auditorily l'andicapped; programs for the orthopedically handl.
capped, programs for students with learning disabilities, programs for
the emotionally disturbed and/or socially maladjusted, and in many
cases programs for students with multiple handicaps. In addition,
many of these categories are further subdivided. Thus, programs for
the intellectually handicapped are often identified as being directed
to the educable mentally retarded and the trainable mentally re-
tarded, and programs for the auditorily handicapped are identified
as being directed to the hard of hearing or partially (leaf and the (leaf.
Furthermore, these various programs arc provided at several levels of
the educational system.

Preschool programs are often categorized as early childhood special
education programs and kindergarten programs and at the secondary
level occupational education programs are often distinguished from
regular educational programs. Table 1 illustrates a typology of edu-
cational programs which provides a high level of detail. The use of
such a typology will, if the needed data are available, result in a com-
prehensive and detailed set of cost differentials and cost indices which_
could be very useful in the financial planning of an educational sys-
tem. But it should be noted that the data requirements posed by a
detailed structure like that in Table I are very high indeed. In the
first place, the adoption of a particular program structure has impli-
cations for the sin of the sample of school districts to be included in
the study since each program must occur with sufficient incidence to
enable meaningful conclusions to be drawn from the data. Secondly,
the usefulness of a particular program structure must he evaluated
in terms of its consistency with the availability and composition of
the data necessary to compute the cost differentials and indices. A
third consideration relates to the use to which the resultant data are
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to be put. The level of detail necessary for projecting costs for state
support programs may he very different from that needed to evaluate
the cost differentials between various program delivery systems. A final
consideration is that the program structiu e which is adopted should
be sufficiently detailed to identify .he meaningful distinctions between
programs being offered in the ,t..t yet not so detailed as to create
artificial distinctions which an: tut evidenced in the program delivery
systems.

TABLE.

TTPOLOGY OE EDUCATIONAL PROGRAM STRUM/RR

I. Preschool Programs

A. Early Child1,011.1 Special Education
11. Kindergarten

II. Elementary Programs

A. Regular Program
11. Programs for the Intellectually Gifted
C. Programs for the Intellectually Handicapped

1. Programs for the Educable Mentally Retarded
2. Programs for the Trainable Mentally Retarded

D. Programs for Students with Learning Disabilities
E. Programs for the Emotionally Disturbed any! Socially Maladjusted
F. Programs for the Speech Handicapped
G. Programs for the Visually Handicapped

I. Programs for the Partially Sighted
2. Programs for the Blind

H. Programs for the Auditorily Handicapped
1. Programs for the Hard of Hearing
2. Programs for the Deaf

I. Programs for the Orthopedically Handicapped
J. Programs for Students with Multiple Handicaps

Secondary Programs

A. Regular Program
B. Programs for the Intellectually Gifted
C. Programs for the Intellectually Handicapped

I. Programs for the Educable Mentally Retarded
2. Programs for the Trainable Mentally Retarded

D. Programs for Students with Learning Disabilities
E. Programs for the Emotionally Disturbed and Socially Maladjusted
F. Programs for the Speech Handicapped
G. Programs for the Visually Handicapped

I. Programs for the Partially Sighted
2. Programs for the Blind

H. Programs for the Aottlitorily Handicapped
I. Programs for the Hard of Hearing
2. Programs for the Deaf

1. Programs for the Orthopedically Handicapped
Programs for Students with Multiple Handicaps

K. Occupational Education Programs

r

.
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Identification of Differentiated Program Delivery Systems
The second step in the process of as trig variations in educa

tional program costs is identification of the alternative delivery sys-
tems which may be employed to provide the programs under consid-
eration. Although this step is often not expo caly considered in prac-
tice, the magnitude of the differentials in educational cost are inex-
tricably linked to the type of delivery system used in providing the
various educational programs. 'Table 2 presents a typology of delivery
system, cfsr educational programs which includes delivery systems
based upol regular classroom organization, special classroom organi-
zation, special day schools, resid.mtial schools, and homebound or hos-
pitalized ;nstructional systems. Delivery systems based upon regular
classroom organization are those in which the exceptional child is
"mainstrezi.ned," i.e., spends all or a major portion of the school day
in a regular classroom. Variations on this theme include the regular
classroom itself where regular students receive instruction and no
special educational services are provided for the exceptional child;
regular classrooms with special consultants where the regular class-
room teacher is provided with consultative support concerning the
teaching of exceptional children in the classroom; regular classrooms
with itinerant teachers where the exceptional children in the regular
classroom receive a portion of their instruction from an itinerant spe-
cial teacher; and regular classrooms with a resource room where the
exceptional child spends a portion of his or her day receiving instruc-
tion from a special education teacher in a specially equipped resource
room. The special classroom organizational pattern can be subdivided
into two typesthe full-time segregated special education classroom
and the part-time classroom where the exceptional child spends the
major portion of his or her day in the special classroom but attends
"specials" such as art and music with regular children.

The conclusion that an educational program directed toward chil-
dren with special educational requirements varies in cost from the
regular educational program provided at a given school is based upon

TAnt.r. 2

TvroLoGv OF EDUCATIONAL PROGRAM DFLIVERY Sis'rEMS

I. Regular Classroom Organization
A. Regular Classroom

Regular Classroom with Special Consultant
C. Regular Classroom with Itinerant Teacher
D. Regular Classroom with Resource Room

H. Special Classroom Organization
A. Part-Time Special Education

Full.Tinte Special Education

III. Special Day School

IV. Residential School

V. Homebound or Hospitalized



68 School Finance in Transition

the assumption of differing delivery systems for the (filleting programs.
Thus, by explicitly considering the types of delivery systems used in
special education programs when designing a study. the meaningful-
ness of the cost dillerClitialS atid cost indices obtaincd can be substan-
tially enhanced. Instead of obtaining a composite cost differential
based on a mix of delivery systems for a given special education pro-
gram, discrete differentials for various delivery systems for a given
special education program can be obtainedthereby greatly expand-
ing the utility of the study as a financial planning tool. Again it must
be noted that the degree of detail adopted in the typology of delivery
systems imposes requirements on the data collection phase of the study
which can be very high and, as with the educational program struc-
ture, a balance based upon the particular needs of those who will uti-
lize the results of the study should be sought. Ideally, an educational
program structure can be developed which reflects the discrete pro-
gram delivery systems and which is not so detailed as to be unman-
ageable.

Selection of School Districts

The third step in the process of assessing variations in educational
program costs is to select a representative sample of school districts
which reflect those educational program attributes thac are considered
important. The size of the sample of school districts must be sufficiently
large so as to include all of the educational programs and delivery
systems which have been included in the program structure with suf-
ficient frequency to permit meaningful conclusions to be draw's. The
sample should be composed of school districts which provide kinder-
garten and regular educational programs of acceptable quality for
grades 1.12 and likewise provide acceptable special educational offer-
ings. The sample should also be structured so as to reflect the social,
economic and demographic characteristics of the state and its geo-
graphical diversity.

Assessment of Variations in Educational Program Costs

The fourth step in the assessment of variations in educational pro-
gram costs is collection of the data and computation of the cost differ-
entials mid cost indices. The first item of data which must he collected
for the study is the full-time equivalent student enrollment in each
educational program in each school district by grade level. Average
daily membership is preferable to average daily attendance in devel-
oping hill-time equivalent enrollment data since the planning of edu-
cational programs should generally. be based upon the number of chil-
dren enrolled in the schools, not upon the exigencies of attendance
patterns. Students in part-time programs such as a halfday kinder-
garten class must be converted to full-time equivalencies for compu-
tational purposes.

The second Rom of data which must be collected for the study is
the current expenditure for each educational program in each school

oft
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district by grade level. Since most school districts do not maintain ac-
counting records based On educational program structures, this step
usually requires that current expenditures be allocated to programs
and grade levels within the school district. Various rules can he used
to allocate different categories of expenditures to program and grade
level depending upon the availability of supporting data and the
accuracy desired in the final results. For instance, if records show
%silk!' students are transported and the distance each student is trans-
ported, transportation costs can be allocated accurately to iifograms
by calculating the transportation mileage for students in a particular
educational program as a percentage of the total transportation mile-
age for all students in the school district. Many categories of expen-
diture may he assumed to apply equally to each student regardles, of
the educational program they are receiving, unless evidence to the
contrary is provided. Instructional costs represent the largest single
category of expenditure which influence cost differentials and cost in-
dices and the allocation of instructional costs is a primary determinant
of the final results. The number of full-time equivalent teachers in
a special elication program as a perceotage of the total number of
full-time equivalent teaching stall is one method which has been used
to allocate instructional costs among programs. If this is done, it must
be remembered that the type of delivery system employed will affect
the full-time equivalency of the teaching staff in a particular program.
For instance, in the situation where a program for the educable men-
tally retarded is delivered through the use of a regular classroom with
an itinerant teacher, the full-time equivalent teaching stall serving the
educable mentally retarded includes not only the itinerant teacher,
but also that portion of the regular teacher which represents the per-
centage of students in the regular classroom who are educably men-
tally retarded. Thus, for a teacher with a class of twenty-five students,
of which five are ENIR's, 20 percent of the regular teacher's time would
he allocated to the special program for educable mentally retarded

-students and 80 percent of the teacher's time would be allocated to
the regular program.

After current expenditures have been allocated to programs and
grade levels, the cost per student by program within grade level is cal-
culated by dividing the total program cost by the number of full-
time equivalent students in the program. The difference between the
regular program cost per student and the special program cost per
student represents the cost differential for the special program. The
cost index is computed by dividing the special program cost per stu-
dent by the regular program cost per student. Table 3 illustrates the
variations in educational program costs for educable mentally retarded
elementary school students and regular students in six school dis-
tricts. District C has the highest special program cost per student of
$1,152 and also the largest cost differential of S528. The resulting cost
index is 1.85. District B has the lowest special program cost per stu-
dent hut, since it also has the lowest regular program cost per student,
its cost differential and cost index arc higher than District A's. Note
that District A and District 1) have special program costs which are

fro/
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almost identical but, because of the great difference in their regular
program costs, the cost differential and cost index of District A are
the lowest of the six districts whereas District 1) has a cost index higher
than any other district with the exception of District C. The mean
special program cost per student is $957 and the mean regular program
cost per student is $570. The mean cost differential is $386 and the
mean cost index is 1.69 for the six school districts.

TABLE 3

VARIATIONS IN EnticATIoNAL PROGRAM Cows
Cost PER FULI..11SIE EQUIVALENT ELEMENI'ARY unENT IN SPF.ciAL EDUcAON

PRoLRASIs FOR THE EDUCABLE MENTALLY RETARDED

District

Special
Program Cost

Per Pupil
Program Cost

Per Pupil
Cost

Differential
Cost

Index

$ 851 $600 $251 1.42
795 460 335 1.73

1.152 624 528 1.85
847 476. 371 1.78
999 572 427 1.75

F 1.096 690 406 1.59

High
Low 11 li A A

Mean 957 570 386 1.69

Assessment of Program Cost Configurations

Examination of the differences in cost configurations of special
educational programs is the next step in the process of assessing varia-
tions in educational program costs. By comparing the regular and
special program cost per pupil by category of expenditure for the
lowest, the mean, and the highest cost school districts, the sources of
cost variations can be analyzed.

Table 4 presents the program cost configuration for elementary
special educational programs for the educable mentally retarded for
the districts whose cost differentials and cost indices were described in
Table 3. The cost indices shown in Table 4 are based upon the
regular program cost for each particular category of expenditure in
the school district under consideration. The highest cost school dis-
trict spent considerably more for administration of its EMR program
than for its regular program-3.44 times as much in factyet it spent
less on the administration of its EMR program than did the lowest
cost district$36 as opposed to $40. The highest cost district spent
$781 per pupil for teachers' salaries for its EMR staff, which is 2.71
times the cost per pupil for its regular staff. The lowest cost district
spent only $320 per ENIR pupil lot teachers' salaries, which is 1.53



times the cost per regular pupil for teaching staff salaries. The cost

in the lowest cost district the cost was $5.1, or 1.50 times the regular

per EMR pupil for operation and maintenance of plant was $107 in
the highest cost district, or 3.13 times the cost for its regular program;

per pupil cost. The highest cost district appears to have concentrated
a large portion of its costs in teachers' salaries and operation and main-
tenance of plant; the cost indices indicate these to be the areas where

cost district, therefore, evidently uses a delivery system for its ENIR
the EMR.program differs most from the regular program. The highest

program which is characterized by a low teacher/pupil ratio and thus
has relatively few pupils in a given classroom compared with the regu-
lar

system not radically different from that used in the regular
classroom-possibly a regular classroom with a special consultant.

Instruction

Management

Instructional Support

Services

Transportation

Excpaetnegdoit41.r:

Total -
Current

Operations

Current Operation 1,15182

Administration
Clerical & Secretarial

Teachers
Teacher Aides

Guidance & Counseling
Supplies & Equipment 8168 28..411'61

Other

OtherOperation

&

Fringe Benefits

Food
Health

Maintenance

BY FUNCMON FOR ELEMENTARV
PROGRAM Cost Cos

781 2.71

Pupil index

FOR THE EDUCABLE MENTALLI

C04/ Cost Cast%Cost

107 3.13

13 1.00

41 18.18

27 1.00

53 1.00
24 12.00

15 1.32

10 9.00

9 1.80

Highest

Cost Differentials

TABLE 4

School District

6 'A:

FICURATI,.

$ 31 1.30

Pupil index

598 1.25

957

141 2.94
31) 1.73
49 1,00

18 1.00

17 1.67

19 1.46

15 1.09

14 1.00

11 11.00

9 1.00

5 1.00

Mean

olitr).DUCATION

$ 40 1.60

Pupil Index
Cost/ Cost

320 1.53

795

164 1.00

34 1.36

20 1.11

59 9.28

54 1.50
45 1.46

30 1.00

12 ''.00

7 1.21

8 3.58

2 1.00

Lowest
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Projection of Potential Target Populations

The final step in the study of variations in educational program
costs consists of projecting the potential target populations by area of
exceptionality thereby enabling future cost projections to be made.
If the cost study is to be used for developing cost estimates for state
support programs for special education, the projection of potential
target populations, taking into consideration the increasing emphasis
on early identification and treatment of exceptional children, will pro-
vide the data necessary for assessing future revenue requirements.

COST DIFFERENTIALS AND COST INDICES FOR
SPECIAL EDUCATIONAL PROGRAMS

Cost differentials and cost indices for special education programs
were compiled in the pioneering effort of the National Educational
Finance Project and in several more recent studies undertaken by
various states. Because of the difficulties inherent in obtaining ex-
penditure data organized by educational program and type of deliv-
ery system, in the more recent efforts in the states it has generally been
necessary to resort to procedures for allocating expenditures which
are not comparable to those used in the national project. The Na-
tional Educational Finance Project research found that all components
of expenditure contributed to the cost differentials in programs for
exceptional children with the exception of clerical and secretarial serv-
ices and expenditures for food services. The generally less detailed
systems for allocating expenditures in the state studies probably un
derstate the true cost differentials and cost indices. For instance, in
the state studies the allocation of expenditures for the operation and
maintenance of plant is often made on the basis of the total student
population assuming all students occupy au equal amount of space,
whereas the NEFP research allocated operation and maintenance of
plant on the basis of actual allocations of space to special educational
programs.

The National Educational Finance Project's stud) of cost differ-
entials in .educational programs for exceptional children utilized a
national sample of districts selected as being exemplary in their pro -
gramming and which probably represented districts with among the
highest per pupil expenditures for special educational programs in
the state. Thus, the difference in samples also serves to undermine the
comparability of the state and national studies.

The National Educational Finance Project used a composite regu-
lar program cost which included both the elementary and secondary
levels as the base for determining cost differentials and cost indices.
Several of the state studies have related elementary special education
program costs to elementary regular program cost and secondary spe-
cial education program costs to secondary regular program cost. Still
other state studies have related special education program costs re.
gardless of level to the elementary regular program cost. Furthermore,
the educational levels used were generally not comparable. In one
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state study the elementary grades were defined as K-6 while another
defined them as 1.8 and a third as 1-6. The secondary level was vari-
ously defined as 7-12, 912 and as 1012 in a state where a middle level
of 7-9 was included.

Another area of incomparability in the various studies conducted
to date concerns the definitions of special educational progams and
the exceptionalities included. The studies also examined different
school years 'and reflect differences in the cost of hiring associated with
the different geographical areas they represent and the different years
in which they were conducted. Keeping in mind these differences, some
of the findings of these studies are summarized in Table 5.

Regular Educational Program

The National Educational Finance Project study computed the
regular educational program cost to include both the elementary and
secondary grade levels. The mean regular program cost per pupil
was $692 and the cost ranged from a low of $468 per pupil to a high
of $1,193 per pupil. The state studies generally have found regular
program costs slightly lower than those found in the NEFP study.

Programs for the Intellectually Gifted

The NEFP found a mean cost index of 1.13 for programs for the
intellectually gifted while the only state study which included pro-
grams for gifted pupils found a mean cost index of 1.88 for elementary
gifted programs and 1.49 for secondary gifted programs.

Programs for the Educable Mentally Retarded

A mean cost index of 1.92 was found in the national study with
a low index of 1.14 and a high index of 3.21 for educable mentally
retarded programs. The state studies reported mean indices of 1.48
for elementary (K-6) and 1.68 for elementary (1.8) educable mentally
retarded programs while the secondary' indices were 1.35 and 1.49,
respectively.

Programs for the Trainable Mentally Retarded

The NEFP reported cost indices ranging from a low of 1.18 to a
high of 3.62 and a mean of 2.20 for trainable mentally retarded pro-
grams whereas the state studies reported indices of 1.66 for elemen-
tary (K-6), 1.73 for elementary (1.8), 1.24 for secondary (7-12), and
1.48 for secondary (9-12).

Programs for Students with Learning Disabilities

Programs for students with learning disabilities were reported to
have cost indices of 2.31 for elementary (K-6), 1.52 for elementary
(1.8), and 2.25 for secondary (7.12) by the suite studies. (The econd
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ary [9.12] differential was not included in any study.) The cost indi-
ces found by the NEFP were 2.50 for the mean, 1.40 for the low and
5.20 for the high.

Programs for the Socially and Emotionally Maladjusted

The NEFP study reported cost indices ranging from a low of 1.58
to a high of 11.64 and with a mean of 3.70 for programs for emotion-
ally disturbed students. The state studies found indices of 1.97 for
elementary (K-6), 1.60 for elementary (1.8), 1.96 for secondary (7-12)
and 1.35 for secondary (9.12) for socially and emotionally maladjusted
students.

Programs for the Speech Handicapped

Cost indices for speech programs of 1.62 for elementary (1.8) and
1.91 for secondary (9.12) were reported by one state, while another
state reported indices of 1.36 for elementary (1.6), 1.52 for middle
(7.9) and 1.57 for secondary (10.12) using the regular elementary pro-
gram as the base for all three indices. The National Educational Fi-
nance Project found indices of 1.09 for the low 2.12 for the high and
1.25 for the mean.

Programs for the Visually Handicapped

Visually handicapped programs had cost indices of 1.83 and 1.79
for elementary (K-6) and (7.12), respectively, and 2.48 and 1.70 for
the comparable secondary programs in the state studies while a mean
cost index of 3.48, a high index of 11.45 and a low index of 1.05 were
found in the National Educational Finance Project study.

Programs for the Auditorily Handicapped

The national study found cost indices of 8.15 for the mean, 1.05
for the low and 5.88 for the high in programs for the auditorily han-
dicapped. One state study found a mean cost index of 3.03 for ele-
mentary (K-6) hard of hearing programs and 3.05 for secondary (7.12)
hard of hearing programs. A second state study found cost indices of
1.65 for deaf and 1.62 for had of hearing programs at the elementary
(1.8) level and 1.22 for deaf and 1.25 for hard of hearing at the sec-
ondary (9.12) level.

Programs for the Orthopedically Handicapped

The national project found the mean cost index for orthopedically
handicapped programs to be 3.26 with a range from a low of 1.52 to
a high of 4.64. The state studies found indices of 1.75 for elementary
(K-6), 1.54 for elementary (1.8) and 1.33 for secondary (7.12). The
state studies did not include an orthopedically handicapped program
at the secondary (9.12) level,

1.1"c)
I.J



76 School Finance in Transition

Programs for the Multiple Handicapped

The NEFP found a mean cost index of 2.80 for multiple handi-
capped programs with a low index of 1.90 and a high index of 186,
Only one state study included multiple handicapped programs and
that was only at the elementary level where a cost index of 1.65 was
found.

Special Educational Programs.

Several state studies calculated cost indices for special educational
programs generally without distinguishing the indices for each of the
programs included. One state found cost indices of 1.71 for elementary
(K-6) and 1.51 for secondary (7-12). Another stare found indices of
1.76 for elementary (1-8) and l.80 for secondary (9-12). A third state
found elementary (1-6) special educational programs to have a mean
cost index of 2.21, middle (7-9) special educational programs to have
a mean cost index of 2.30 and secondary (10-12) special educational
programs to have a mean cost index of 2.71 using the regular elemen-
tary program as the base for all three indices. A fourth state study
found an index of 1,88 for all special educational programs using the
cost of the regular elementary program as the base.

Occupational Educational Programs

Cost indices of 1.60 for secondary (7-12) and 1.55 for secondary
(9-12) were found in two state studies. The NEFP did not include cost
indices for occupational programs. A third state study found a cost
index of 1.60 based on the cost of the 'regular elementary program.

THE APPLICATION OF COST INDICES

Considerable misunderstanding exists with regard to the applica-
tion of cost indices in planning for the financing of educational pro-
gras. Cost indices are most appropriately used for state-wide planning
purposes. The availabality of accurate cost indices for the state as a
whole should permit more accurate estimates of the amount of reve-
nue needed to provide adequately for the special educational needs
of all pupils. It must be emphasized, however, that an average is just
that. Aperoximately one-half of the school districts in the state will
be spending more than the state-wide average and the remaining one-
half will he spending less. It is clear that using the average cost index
for all educational programs, state-wide, as a basis for allocating funds
to individual districts will not necessarily provide adequately for the
specific educational needs of pupils in those districts. Even using the
average cost index for a particular educational program state-wide as
a basis for allocating funds confronts the same problem.

A second limitation of cost indices lies in the fact that they reflect
current educational practice. The cost indices developed in most stud-
ies in no way reflect the efficacy or efficiency of the educational pro-
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grams upon which the cost indices are based. Thus, cost indices typi-
cally reflect what is currently being clone rather than what could be
or what should be done in the way of educational programming.

A third limitation is closely related to the second. Cost indices
show the relative cost of educating pupils in special programs com-
pared with the cost of educating pupils in regular programs. They
provide no information as to how wisely and how efficiently funds
are being expended for either regular or special educational programs.
A particular special education program may be offered to equal num-
bers of students, provide the same educational services and cost the
same amount per pupil in two school districts where the regular or
base educational programs differ in efficiency and effectiveness. As a
result, the cost indices for the special educational program may vary'
widely. This points to the need for a well developed, carefully moni-'
tored evaluation of all educational programs based upon the desired
outcomes if cost indices are to be interpreted properly.

Finally, it should be noted that for a variety of reasons, costs will
differ between districts for identical programs. For example, in some
districts, the cost of transporting pupils involved in special programs
will be much greater than in other districts. A very important factor
in determining the relative cost of educational programs is the pupil/
teacher ratio. Some districts will have too few pupils to operate a
program at maximum efficiency, but pupils who live in such districts
certainly should not be denied access to the educational programs
they need simply because there arc not enough of them to operate a
class at maximum efficiency. Differences in salaries and in the cost of
educational supplies and materials will be found between districts
and these differences also will be reflected in the educational program
costs.

While educational cost indices and cost differentials provide a
valuable planning tool, we wish to point out their limitations and to
emphasize the importance of securing the most detailed information
concerning program inputs and their relationship to program effec-
tiveness and efficiency in order that planning decisions will be based
on a full appreciation of the implications of the supporting evidence.

FOOTNOTES

lEllwood P. Cubberley, School Funds and Their Apportionment, (New York:
Teachers College, Columbia University, 1905).

2This definition of the exceptional child is a paraphrase of that of Samuel A.
Kirk. See Samuel A. Kirk. Educating Exceptional Children (Iloston: Houghton.
Mifflin. 1962), pp. 4.5. Although the definition includes children who suffer en-
vironmentally-related disadvantages, compensatory programs for the socially, eco-
nomically, and /or culturally disadvantaged are generally excluded from the cost
differential studies discussed in this paper.
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Supply and Demand

The Teacher Case Under Oligopoly

JAMES A. HALE

Assistant Professor of Educational Administration, University of New Mexico.

In the past few years I have had the opportunity to again consider
some of my undergraduate training in economics. Not so much in
the classical, neo-classical and Keynesian sense (or non-sense) of those
earlier days, but more the writings of Becker,' Schultz,3 Hansen,3
Weisbrod,4 Bowman' and others relating to both the qualitative and
quantitative aspects of investment in human capital (education). And,
I might add, I find those notions most attractive primarily because
they deal with people, and people developmentwhich is a significant
conceptual leap from the classical concept that the marginal produc-
tivity of labor equals one. However, the purpose here today is neither
to explore Balogh and Streeten's treatment of the Cobb-Douglas pro-
duction functions and their accounting for the unaccounted factors
relating it to the Gross National Product, nor to assess Bowles' linear
programming model for the educational sector.' I do feel that the
Arrow-Capron model explaining the market dynamics of the scientist-
engineer shortages of another decade does have some relevance to our
purpose of exploring the supply-demand relationships for educational
personnel, as to sonic of the more esoteric neo-classical notions of
yesterday.

First, I shall briefly describe the Arrow-Capron model and provide
a limited critique of its constructs as they may or may not apply to
our purpose. Second, I would like to explore other framework for
assessing the supply-demand relationships for educational personnel
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which may prove fruitful to our understanding of the dynamics of
those relationships. And finally, I would like to suggest several topics
for our consideration relative to what the future might hold for both
our professional hiring practices within school districts and our
teacher-training practices at colleges and universities.

Now, with that introduction and my having displayed my erudi-
tion with the contemporary literature on the economics of education,
and concomitantly punching again my cademic union card, let me
auspicate the presentation by suggesting that we view what follows
as a series of puzzles. And further, that we focus our thinking upon
a few attempts to piece together a somewhat clearer picture of a por-
tion of that reality which projects the conditions of supply and de-
mand for public school teachers.

A time-honored technique employed by men to relate to each
other either abstract or quasi-abstract notions has been to argue from
analogy (in literature class we called it a metaphor and in Sunday
school class we called it a parable). Those who select to employ this
technique take care in developing the analogy such that little or noth-
ing is lost in the translation from analogy to reality. With that cau-
tion in mind then, let us proceed to review the Arrow-Capron model
for purposes of analogy.

THE ENGINEER-SCIENTIST SUPPLY & DEMAND PUZZLE

First, let us tstablish the conditions which precipitated the Arrow-
Capron analysis. Based upon data from the Blank and Stigler study
of The Supply and Demand of Scientific Personnel" and the Beste"
case study of the chemical industry, Arrow and Capron sought to ex-
plain the dynamics of the supply-demand relationship and the asso-
ciated "shortage" of the trained engineer-scientist population in the
United States during the 1950's.

Drawing primarily from Marsha llian analysis of the equilibrating
process, the model builders first assumed stability of the market mech-
anism and postulated that (in the classical sense) the shortage ob-
served during the equilibrating process is transitory and tends to dis-
appear as the price approaches equilibrium. That is to say, as in Fig-
ure 1, if p, represents the average salary of the scientist-engineer pro-
fession then q, is the number of trained individuals who will be
available for employment. However, the market demands q2 number
of individuals at price p, and therefore the industry is experiencing
a shortage of trained individuals in the amount of q, minus q1. The
obvious short-un equilibrium average salary is P and the price differ-
ential of P p, is the causative factor of the shortage and market
forces then operate to pressure' average salary p, toward P. However,
they hasten to add that if the demand curve is steadily shifting upward
at the same time that a shortage in supply exists, then the short supply
will persist and the price will continue to rise.

The latter condition is presented in Figure 2 where D, represents
the original demand curve for engineers and D2 re ,resorts the new
demand arising from changes in external conditions. The equilibrium
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Figure I
Supply and Penland for ScientistsEngineers (ArrowCapion)

position attained through market forces in Figuee 1 is now a position
of short supply in Figure 2. Arrow and Capron suggest that this con
dition will also be accommodated through market forces as salaries arc
adjusted to attract more individuals to enter the field. And, they seem
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Figure 2
Increase in Demand for ScientistsEngineem (ArrowCapron)

E3



.v2 School Finance in Transition

to be aware of the training time-lag constraining that adjustment as
they proceet' to model the dynamic shortages and price rises as func-
tions of the e.-1,ticities of supply and demand.

I shall not prevail upon you patience by reviewing the calculus
of the Arrow. apron model but they are essentially computing the
magnitude of the dynamic shortage as functions of:

(1) the Tate (s1 ittcveast in demand,
(2) the reaction speed of the market, and
(3) the elasticity or supply and demand.

Finally, their argument is that the interaction of rising demand with
price movements, tvhich do not instantaneously equate supply and
demand, provides a plausible interpretation of the scientist-engineer
shortage of the 1950's.

CRITIQUE: VIS-A-VIS THE EDUCATION PUZZLE

I find the ArrowCapron model most attractive for its simplicity.
.1tid, if they were to look at more contemporary dad I wonder if the
model would accommodate the oversupply of engineers in the space
industry resulting from N.A.S.A. program cutbacks and the cancella-
tion of the S.S.T. Certainly they could test the contrary case but I
suspect demand elasticity would not highly correlate to price.

I do feel that the model may have some application to the supply-
demand relation ,ps experienced within the education industry.
howeve, 1 do no: feel that we can accept the model as it exists be-
cause of the competitive market assumption upon which the model
is based. If we consider inter-school district competition for teachers
then we may give more weight to the pricing function. But, if we are
considering the whole industry, as the model does, then I feel we
have to look for another model since we cannot meet the assumption
that industry prices (salaries) are a function of the competitive mar-
ket. The education industry simply has too many individuals provid-
ing second or supplementary. family incomes on a job that follows
their children's school calendar; and for those reasons alone we can-
not assume individual job choice to be a function of price.

And too, as Arrow and !:apron point out, the price-mechanism
cannot be expected to function if indeed there is external interference
with the mechanism, i.e., if prices are controlled. I would suggest that
in the education industry that is exactly what happens and thus accen-
tuates my concern for a different set of assumptions to precede supply-
demand analysis.

THE EDUCATION INDUSTRY PUZZLE

It is a common practice among those who piece together picture
puules to first assemble the edge pieces, and beginning with the four
corners to complete the perimeter and then attempt to fill-in the cen-
ter through color and pattern discriminations. I too began this puule
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of supply-demand relationships by looking for edge-pieces, i.e., what
econometric model or framework might I use to overlay the data. The
most obvious solution seemed to be the Arrow-Capron model so

. proceeded to determhie what data 1 might use to explicate the model
for our purposes. However, alter assembling numerous NEA Research
Bulletins and other data-laden publications, 1 reviewed the Arrow-
Capron model onl) to discover the weakness of their assumptions for
our purposes as outfitted Id love. Therefore, 1 out to employ the
Gestalt approach to punle building, i.e., look t. r whole relationships
among the pieces. (1 think that process is what my intermediate sta-
tistics professor once called the "bi-optic trauma analysis"the data
hits one between the eyes.)

NUM

Figure 3
'reacher Education Graduates as a Percent of New Teachers Employed

in Selected States
Source: Teacher Supply and Demand in Public Schools, 1972,

NEA Research Report 1972.118.

One of the more direct approaches to assessing market conditions.
for a product is to determine how well the product is movingthat
is in our case, to what extent are college graduates holding teaching
certificates gainfully employed within the education industry. rgure
represents the data from a 1972 NEA study on "Teacher Supply and
Demand in Public Schools." By establishing demand as 100% deter-
mined need (as reported by school districts) and then plotting the
teacher education graduates as a percent of new teachers employed
one is immediately confronted by two facts. First, there has never
been a shortage of secondary teachers for the years reported. That
fact is readily mediated when one remembers that the graphs repre-
sent aggregated data. A closer inspection of the data reveals that we
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have consistently over produced secondary teachers of agriculture, art.
biology, physical education, and social studies, among others, while
a short supply is evidenced for some years in the areas of chemistry,
mathematics, library science and a few others. Currently our deficient
supply seems to be in the areas of mathematics and special education
although not critically so.

The second obvious fact illustrated by the graph is that about 1970
the elementary teacher supply-demand relationship was equilibrated.
Again, this does not mean some districts were not experiencing un-
filled positions, but that industry-wide the supply was and continues
to be sufficient to fulfill demand. This relationship is further demon-
strated in Figure 4 which depicts the long-run supply and demand for
elementary teachers. Note that until 1970 the demand curve was up-
ward sloping and almost paralleled the supply curve. However, we
are not relating supply and demand to price at this juncture so one
must be careful not to read more into Figure 4. than it represents.
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Imprint Supply and nentand far Elementary Teachers

Now one may expect that even the NEA would. report an over-
supply of teachers when confronted with their own data. Not so, they
proceed to rationalize what they call the Quality Criterion and duti-
fully calculate a dubious statistic demonstrating not an oversupply,
but a demand for almost one-million more teachers. Let me hasten to
add that I find no quarrel with their reducing the pupil-teacher ratio
from 34:1 to 24:1 at the elementary level and a similar reduction for
the secondary level. I'm not sure how that relates to quality but I can
agree that it would increase the demand for teachers.

.C14.,
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THE INDIFFERENCE CURVE PUZZLE

Although 1 have no evidence of wide-spread practices of a pupil-
teacher ratio of 34:1, 1 feel that musing the merits of pupil-teacher
ratios is beyond the scope of this discussion. We must however, note
that the pupil-teacherratio is one of the trade-offs local school boards
make, among others, when faced with increased demands for teacher
salaries. 1 do think that fruitful research could be done to determine
tbe extent to which teacher positions arc traded, both individually and
simultaneously, against pupil-teacher ratios and so called paraprofes-
sionals. I would further suggest the indifference map model may be
an appropriate framework for that analysis. Although I had hoped
to provide some data relative to that important dimension of our
topic, time prohibited my inquiry.

Essentially. the model is a set of indifference curves that, taken
over time, allows one to determine the substitution propensities asso-
ciated with various decisions to employ public school teachers. I would
further suggest that for a primer on this subject one consult ON:, ap-
pendices of Benson's earlier edition" and advance to Allen" for the
computational aspects. Because 1 have not prepared data for your
consideration relative to indifference mapping 1 shall not explore its
structural aspects further but turn to another puzzle for your comic!.
eration.

THE OLIGOPOLY-OLIGOPSONY PUZZLE

Leftwich" has clearly articulated three classifications of oligopolis-
tic industries. Those classifications include:

Class 1: Organized, collusive oligopoly,
Class II: Unorganized, collusive oligopoly, and
Class III: Unorganized, noncollusive oligopoly.

I shall not review the underlying assumptions of each class but
will proceed by suggesting that the assumptions of Class Ill seem to
correlate highly to the modus operandi of the educational industry
and its firms, the local private and public school districts.

Oligopoly describes those market situations in which there are few
enough sellers of a particular product, such that the activities of one
seller are of sufficient importance to other sellers. Although it may
not have been true in the past century, I think we have sufficient evi-
dence to suggest that public elementary and secondary education dom-
inates the field today.

The assumptions of the Class III oligopoly are:

(I) The industry is unorganized and noncollusive. That sim-
ply means there are no formal cartel-like arrangements as
one would expect in (:lass I. This designation does not
deny the National or State School Boards Associations be-
cause they do not transfer management decisions and func-
tions of their individual districts tollie-scentral association.
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Although I ani paralleling the public sector to the private
sector, 1 see no 'reason for toot developing a Class 1V which
would accommodate professional associations and thus be-
come an organized, gioncollusive class of oligopoly.

(2) Independent action of hiclividual firms (school districts)
is characteristic. 1 think we have sufficient evidence of pro-
gram and policy differentiation between.school districts to
accept this assumptionwithout explication.

Given the above definition and assumptions, I would further sug-
gest that the education industry is that special case of Class III oli-
gopoly characterized by price, rigidity. Therefore, the industry must
meet the following assumptions:14

(1) The industry is a mature one, either with or without
product differentiation.

(2) If one firm lowers price others will follow. Although I do
not see school districts cutting the total operational funds
so much, I do see them following each other relative to spe-
cific economy moves, e.g., closing their doors for part of the
scl'ool year, eliminating selected programs, etc. And, we
have some evidence of taxpayer revolt when we consider
the number of bond and millage elections lost over the past
6 or 7 years.

(3) If one firm raises prices, other firms will not follow. Al-
though Mort and his students significantly stimulated ex-
penditures for education within school districts, today I
think we exeerienfe less acceptance of the assumed cost-
quality relationship. And, school boards are increasingly
pressured to restrain product cost as evidenced by the ac-
countability debates and the capital outlay example above.

Technically speaking, public school (Usti icts do not compete with
each other for product production (students) and therefore the latter
two assumptions may only be applicable to private ed!cation.

Let us proceed now with the demand for resources within an
oligopolist,c industry. Oligopsony is a resource market situation in
which there are only a few buyers of a particular resource which may
or may not be differentiated. That is, trained teachers may .teach in
either the private or public sector of the education industry. The
market is further characterized by having one buyer taking such a
large portion of the total supply of the resource so that it is able to
influence the market price of the resource.

Figure 5 illustrates the supply-demand relationships of the Class Ill
oligopolistic industry. The significant difference between this rein-
tionship and the competitive market. relationship is the "kinked"
demand curve. The "kinked" demand curve is an analyt*.al way of
interpreting the Class III oligopoly assumptions. For example, if school
districts are faced with a higher per teacher cost they are likely to
offer fewer new contracts than they would prefer. And thus they may
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Figure 5
Supply Demand Relationship for Public School Teachers

re-align the districts programming by not initiating new programs.
closing marginal programs, increasing pupil-teacher ratios, and other
such strategies.

The "kinked" demand curve further illustrates that if cost per
teacher unit is less than P, then the district may expand its profes-
sional teaching staff by initiating new programs, providing more sup-
plemental services, lowering pupil-teacher ratios, and so forth.

Figure 6 represents an application of the oligopolistic concept to
the supply and demand for public elementary teachers for the ten
year period 1960 to 1970. The supply-demand relationship was deter-
mined by first plotting the long-run supply curve. Then the points
of intersection along that curve were correlated with the average ele-
mentary teachers salaries for various years. The disconnected demand
curves d d2, and d, illustrate the short supply conditions for those
years. For example, the conditions at d were such that, at the estab-
lished price of approximately $5,100 average salary the industry ex-
perienced a short supply of elementary teachers amounting to ap-
proximately 35,000. This does not mean that approximately 35,000
more elementary teachers were needed in the qualitative sense; only
that the industry was seeking that number of trained individuals for
declared positions.

Increasing elementary school enrollments and lack of supply re-
sponse did little to improve the conditions within the next year
period (d2). However, conditions improved somewhat by 1968 (d,)
evidenced by the narrowing of the gap between supply and demand.
The final 2 year period closed (d4) with conditions equilibrated.
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Supply anti flentand for Elementary Teachers as a Function of Price

Source: NEA Publications, 1971-R4 & 19738

If the shifting "kicked" demand curve illustrated in Figure (i seems
to parallel the Arrow-Capron analysis presented earlier, it does. The
significant difference being the set of lssumptions underlying each
model and especially the to control assumption of the oligopoly
model. I am suggesting that wages in the education industry are
overtly controlled rates where Arrow and Capron were suggesting that
competitive market forces established the engineer-scientist wage rates,
And, unlike the Arrow-Capron analysis to the effect that increases in
beginning salaries tend to adjust salaries of all engineers in the long-
run; any increases in salaries of beginning teachers immediately ad-
justs all teachers salaries in the short-run.

Now let me turn briefly to the local school district puzzle.

DEMAND FOR INPUTS PUZZLE

In its simplest form, the overriding constraint facing the produc-
tion capability of the firm is the total dollars available for production
as a function of output costs. That is to say, as in equation (1),

(1) C =10),
where, C is total cost and 0 is output costs.

Further, (0) is a function of associated pi Auction cost elements in-
cluding wages, machines, plain, capital, and other, This relationship
may be sho%vn as:

(2) (1= f(W, M, P, C, X)
where, %V = wages, . = machines, P = plant, C capital, and
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X = other.
Combining equations (I) and (2) yields:

(3) C =1(W, M, P, C, X).
Having developed the production function in this manna, the

firm proceeds to vary its independent variables (cost elements) such
that it maximizes production and minimizes costs.

A similar analysis may be made for the school district. The otal
dollars available for education (production) in any one time period
are a function of federal, state and local revenue sources, and the fac-
tors of production likewise include wages, machines, plant, capital,
time and other. Thus, at this conceptual level, although we may be
consideriu. total cost (C), the condition is equivalent to Thomas'
output on .rated production function."

It is lot uncommon for school district budget-builders to first con-
sider total dollars expected to be available before they engage the
often arduous task of programming those dollars toward the associ-
ated cost elements. Even those individuals who employ the Zero Based
Budgeting techniques have some notion about their expected total
revenue throughout the fiscal programming process.

Although it is beyond the scope of this paper to explore the func-
tional relationships between sets of cost elements," the ceteris patibus
assumption ("other things" being-equal) is not being made. Although
the indifference mapping suggested earlier is an example of cost
variable relationships and trade-off matrices, the purpose here is to
establish the context within which one may investigate factors af-
fecting demand for professional educational personnel. Therefore,
it is conceded that total revenue dollars in any one time period
determines the maximum number of dollars available for professional
salaries which arc then reduced as a function of decision-makers past
and present propensities and requirements to allocate portions of those
dollars to other production cost elements.

For purposes of example, let us assume that the cost elements of
equation (3) above, for a particular time period, have been dollarized
such that we now have the relationship established in equation (4),

(4) C = Wt -4- Y,
where C = total cost of education, Wt = teachers wages and
Y = all other costs.

Therefore. the total dollars available for teachers wages becomes,
(5) C Y = Wt.

In this manner the total dollars available for teachers wages be-
comes fixed for any given time period. The issues surrounding the
establishment of equation (5) and the subsequent analysis below are
best mediated by exampling historical data. In this way we do not at
this point of development become entangled in the economics of col-
lective bargaining and the decisioning rules applied to cost-element
trade-off matrices.

Figure 7 illustrates the relationships established by a particular
school district between total cost (C), total instructional wages (I.)
and K-12 teachers wages (Wt) for the period 1964 to 69. Excluded
from teachers wages are personnel costs for administration, special edit.
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Relationship Between Total Cost, Instructional Wages and K-12
Teachers Wages, 1964.68

cation, vocational education, guidance and other professionals which
are reflected in the :gure as the difference between I and We The
difference, between C and 1,, include costs for support prsonnel, capi-
tal outlay, debt Jervice, and other expenses. The example district was
allocating approximately 50 million dollars for K-12 regular program
teachers salaries in 1964 and over 70 million dollars for those salaries
four years later.

At the time the school district was making its preliminary cost
calculations for each of the cost elements, it was faced with the supply
and demand relationship demonstrated by Figure 8. That is, for 1964
the district could (did) employ approximately 7500 teachers for the
K-12 regular program at an average cost of just under $7000. For 1968
the district was employing almost 9000 teachers in the K-12 program
at an average cost of approximately $8000. The "kinked" demand
curve satisfies the market assumptions and further demonstrates the
decision sets one would expect should the average price of teachers
increase or decrease in the short-run.

No data were available to me relative to the "shortage",of teachers
in the K-12 program for the period used. 1 do suspect that some short-
ages did exist for 1964. If that suspicion is correct the demand curve
d1 would be disjointed as presented in Figure 6 earlier.

OTHER PUZZLES

I shall not extend this discourse much farther so that we might
have some time for discussion purposes. In the introduction it was
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Supply and Demand for Teachers (K-12) in a Particular School District, 1964.68

suggested that the supply-demand relationships for educational per-
sonnel facing us today may have some implications for our hiring prac-
tices. Certainly it is not naïve to assume that personnel officers and
school principals will have an increasing number of applicants for
their open positions. In that regard we would expect more selectivity
being employed by those individuals. However, the question arises.
selectivity relative to what? What professional qualities do we look
for in an elementary or secondary teacher? And, if for example, one
established criteria suggested by the Bulkhead studies" and by Levin";
'to the effect that pupil achievement is highly correlated to the teacher's
verbal ability, then what will be the courts response to such discrimi-
natory criteria? And, what protectionist provisions might we face in fu-
ture collective bargaining agreements?

Also, what might be the implications for our teacher-training prac-
tices at colleges and universities? Should we, for example, begin lim-
iting our enrollment in teacher training programs? Some would re-
spond with a resounding yes! Others rationalize, as does NEA, that
lower pupil-teacher ratios are necessary and projected and dm train-
ing should continue; or, we should train to replace the less qualified
individuals now teaching, or at least cause the less qualified to enter
skill development in-service offerings. However, we arc also hearing
some proposals to allow school districts to certificate their own teach-
ing staff.

I think that I have probably raised more than enough issues for
our exploration in the time left, and I'm sure the panels have others.
Two decades ago it would have been heresy to examine and critique
educational qualities in the manner we do today. And, it places the

w
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teacher somewhat in the position that Daniel Webster found himself
following tne Compromise of MO, when Whittier wrote about him
in his lealmtl poem:

So fallen, SO lost,
The light withdrawn which he once wore,
The glory of his grey hairs gone
Forever more, Forever more.
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Measuring Productivity in Education
BOB N. GAG!,

Director of Institutional Research, University of Mississippi.

My remarks today concerning the measurement of school system
productivity will be three-ibld. First, I will attempt to summarize the
research that has recently been done on input-output relationships in
school systems. Second, I will describe a methodology that seems in-
herent in this type of research and describe, hopefully, in layman's
terms the statistical techniques utilized in this research and finally 1
will point out sonic policy implications that seem to follow from the
findings of the research.

INPUT-OUTPUT RELATIONSHIPS

The study of input and output relationships is not new to the
.American businessman, manufacturer or educator. Business and in-
dustry in America have utilized data these areas for over dcentury
with education becoming more inclined within the last five decades.
The definition of output has been difficult for educators because of
the complexity of measuring- human productivity. Schools have con-
sistently "measured" students with standardized and teacher made
tests and have equated this type of productivity with output. Inherent
in this assumption is that school system output can best be measured
by pencil and paper reporting of its students; that is, educators have
not been able to identify other "measureable" means of school system
productivity.

Nlost of the literature relating to school system productivity deals
with studies of variables associated with student achievement. ,Johns
and Nlorphet in llHi9 provided an excellent review of studies dealing
with the economics of financing education and concluded that a strongg,
relationship exists between student achievement as a measure of quar-
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ity of education and expense of education. The Michigan Department
of Education (1970), having made a comprehensive review of studies
reporting on the correlates of school performance, concluded that
standardized achievement tests were most used and perhaps the best
single measure of output.

Strang (1967) and others have claimed that reading proficiency
is not only essential to success in all academic subjects, but that it is
the ClIII7aftCe into almost all Avocations." 'Mt -tisemy of rdiationships

between reading and other academic subjects is reported by Harris
(1962) to have been verified by a number of studies. Success in read-
ing has been correlated with success in problem-solving ability, vari-
ous forms of oral and written communication, spelling, all ninth
grade subjects except mathematics, and with scholastic grade average
in secondary schools. Although achievement tests have not been de-
veloped for all areas of the school curriculum, the ability to read does
affect all areas and tests are available to measure reacting.

Measures of School System Input

Most of the research done on school system input-output relation-
ships has concentrated on variables or characteristics that are 1) di-
rectly school related or controlled and 2) those considered non-school
related variables. School related variables are further classified as
teacher oriented, materials and supplies, class size, and characteristics
of graduates. Per pupil expenditure as a measure of input' encompasses
both school and community. The school system is responsible for
expending; its finances wisely, but is controlled by the community
(local, state and federal) as to amount of revenue it receives.

The non-school variables that have been considered in these types
of study can be further categorized into 1) socio-economic and 2) com-
munity related variables. It is often difficult to classify some variables
within one of these two broad categories, but generally those data
related in any way to socio-economic status are classified in the former
and all others are considered to be the latter.

School Related Variables

Several variables associated with school system input are teacher
oriented and have been shown to be related to student achievement;
for example, years of teaching experience (Thu vas, 1962; Bulkhead,
1967; Katzman, 1967; Levin, 1970), teacher verbal ability (Hanushek,
1968; Bowles, 1969; Levin, 1970), teacher salary (Thomas, 1962; Burk-
head, 1967; Cohn, 1968; KieF'ing, 1969), and teacher certification
(Benson and others, 1965). The amount of materials and supplies
provided by a school system has been identified as related to student
achievement (Fox, 1969; Flanagan and oters, 1962; Kicsling, 1967).
Some studies are quite specific in naming certain materials and facili-
ties, e.g. science laboratory facilities (Bowles, 1969) and number of
booki in the school library (Kiesling, 1967). Average class size and
pupil -teas ier t atio have been shown to be related to student achieve-
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went (Mollenkopf, 1956; Thomas, 1962; Bowles, 1969; Kies ling and
Averch, 1971). Kies ling (1967) also identified percentage of graduates
attending college as related to school achievement.

Project Talent, a massive research ellort involving 400,000 high
,chool students, seeking the correlates of a number of pupil outcomes,
indicated the most important treatment factors found to date (1967)
were teocher teacher experience, number of books in the
school lilbs.ty and Fe: pupil expenditure. These remained important
even when socio-economic factors were held constant.

Teacher quality was found to explain achievement changes for
low income children in California. Teacher quality was defined as
teachers holding certification, teaching in field, and teacher salary.

Cooper and Bemis (1967) in a study designed to examine teacher
personality variation in relation to pupil gains in achievement con-
eluded that teachers who were critical, willing to accept leadership
and interested in influencing and persuading others result in pupil
gains. These variables of motivation, drive for success, and interest
in helping other human beings are illusive measures. In a. era of
competency based teacher training attention must be given to develop-
ing these skills in teachers and assessing them as a part of the compe-
tency based skills expected of teachers.

Per pupil expenditures have been cited as contributing to the re-
lationship between school input and output. The more financial re-
sources behind a student, the more academic achievement seems to
be produced (Flanagan, et. al., 1962; Kiesling, 1969; Bowles, 1969).
There is alternative evidence, as well, showing no relationship'between
per pupil expenditure and academic achievement (Kieshng, 1968;
1970; Burkhcad, 1967; Cohn, 1968). Two recent studies (Rose, 1972;
DeRuzzo, 1972) correlated current expenditure per pupil with aca-
demic achievement and found very low and non-significant positive
correlations.

Lyle (1968) concluded that it takes a great increase in input to
gain a small amount of output and that rather than massive spending
increases, per se, emphasis should be placed upon input-output studies
that yield information on the best combination of services. Thomas
(1962) found correlation between levels of resources and mean test
scores, but also concluded that the manner in which the money was
spent appeared to be more important than the level of expenditure.

NoSchool Related Variables

Those variables considered to be socio-economic in nature have
been studied in much greater detail in recent years. In justifying cud-
Lure as a variable Bernard (1965) stated that the "culturally different"
youth is lacking in those experiences and skills related to high educa-
tional achievement. Educational performance is related to environ-
mental experiences, motivation and self-esteem. The Coleman Report
of 1966 was probably the milestone for this type of study and reported
that socio-economic variables related more to school achievement than
did school variables. The influence of family background was pin.
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pointed as being highly related to student achievement. This study
collected data from some 600,000 students in 5,000 schools located
throughout the country in both rural and metropolitan areas. Highly
correlated with achievement was student attitude, such as his feeling
of control over his own destiny. and family background influences. Of
the small amount of variation that was attributed to school character-
istics, teacher qualities accounted for more than all others taken to-
gether.

Criticism has been made of the Coleman Report because of the
statistical analysis of the data. Bowles and Levin (1968) contended
that once amounts of variation were attributed to socio-economic vari-
ables, the attempt to identify the school's contribution to the remain-
ing unexplained variation was of little value. The procedureof hold-
ing background variables constant reduced the apparent effect of
school variables since school and background variables are intercorre-
lated. George Mayeske (1968) also criticized the data treatment of the
Coleman Report because of the intercorrelated variables. Re-analyz-
ing some of the data, he found school variables more highly corre-
lated to achievement than did Coleman.

Members of the Harvard University faculty initiated a seminar
concerning the Coleman report and have widely published and dis-
cussed the report. Mosteller and 'Moynihan (1972) edited a publica-
tion which pulled together much of the seminar participants' re-
analyses. In general. the results of the re-examination affirmed the
overall conclusion of the Coleman Report: that is, what the child
brings with him to school is most important. Schools have .been able
to provide little influence on achievement that has been completely
independent of the child's socio-economic background.

Studies other than Coleman (1966) have emphasized the relation-
ship between family income, social class, family background and .the
school achievement of children (Parelius, 1967; Burkhead, et. al..
1967; Pierce and Mallory, 1968). As mentioned previously it is difficult
to classify as socio-economic or community some of the variables being
used. Dunnell and Greene, two separate studies in 1970, speak of
socio-economic environment which perhaps marries the two more
comfortably than others.

Still another source supporting the influence of socio-N-onomic
variables on school performance is Christopher Jencks. In re-evaluat-
ing some of the Coleman data Jencks (1972) concludes that schools
do almost nothing to close the economic gap between rich and poor.
To quote, 'lime character of a school's output depends largely on a
single input, namely the characteristics of the entering children," (p.
53);. Jencks challenges the efforts made or proposed by educators
to create equal educational opportunity for American school children
in the public schools.

In mummify, research has hem cited to support and in some in-
stances negate the effect of school input variables on student achieve-
ment or school output. A greater emphasis has recently been placed
on die effect of socio-economic and community related variables on
school achievement. Educators are at a strategic point in time as we
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face the challenge of criticism concerning the tiled of the public
school system on equating educational opportunity and in producing
evidence that our schools are in fact "productive."

IDENTIFICATION OF VARIABLES
Liherent in all input.output productivity studies is the need to

identify, quantitatively, th,%se variables that represent the school sys.
tern in terms of its facilitie., faculty, stall, students, as well as the so-
cial and economic makeup ('I the community. Any data available
from the Census, state dcpartaients of education or other government
agencies can be titilind as "input data". if it can be broken out as
being demographically consistent.

The question of what is relevant output data remains pertinent.
Most studies, as cited earlier, have used achievement data at some
particular grade level as the measure of school system productivity.
Various of achievement data, such fourth grade reading
achievement on the California Achievement Test Battery, fifth grade
reading achievement on the Men opolitan Achievement 'rest, and
ninth grade composite score on the School and College Aptitude Test
have been utiliied in three recent studies completed for the N.E.F.P.

Tlw basic research design employed tor these studies has chosen
one or more input variables and regressed these against an output
variable, The statistical techniques of linear and curvilinear regres-
sion analysis have been used to establish the relationship between
these variables. Linear regression models assume a moderate to high
correlation (AO to .95) between the two sets of variables before any
prediction analyses can be made. If the data do not fit a straight line
or linear model, then curvilinear techniques are used to provide a
better fit.

Once the regression line is determined and plotted those school
districts which fall above the line are considered to lie high prothic-
tive school districts and those which fall below the line are considcred
to be low productive. Sixth grade reading achievement on the verti-
cal axis was plotted against current expense per pupil on the hurl-
/mud axis and a regression line fitted to the data, The 12 districts
above the line represented school districts which have produced higher
mean sixth grade reading achievement scores than one would vedict
based upon the current expense per pupil in that district. The inverse
was true for the 12 school districts below the line. Based upon their
current expenditures per pupil, their mean sixth grade reading
achievement Was hiwer than %mild be expected.

These statements lose their validity when the. correlation between
the input and output variables approach /elm That is. it the corre-
lation or relationship between the two sets of data is not sighilicant
(again .44to .95), then little confidence can is placed on the cafer

gori/ation of these districts into high and low productivity groups.
When the linear relationship between one input measure and one

output measure is low and mm-significant, the possibility exists that
the relationship may be 1) curvilinear or 2) that a combination al
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two or more input variables would correlate higher with the one out-
put measure. A linear regression line fit the data very well, however,
when a squared term was introduced into the equation, the best fit
was determined to be curvilinear, not linear. The measure to deter-
mine best fit is the Pearson coefficient of correlation and in an exam-
ple such as this can be increased substantially by using curvilinear
analysis.

When more than two input measures are used in this type of
analysis, it is impossible to graphically display with accuracy what
the relationship looks like. We would have to talk about planes rather
than lines; however, with the aid of the computer three dimensional
graphs of the relationships of three variables can be generated for
display purposes.

The choice ,f the input or independent variable when dividing
school district tato high and low productive groups is of extreme
importance. less this measure correlates highly with the output
measure, a soostantial amount of variation in school achievement
among school districts may not be accounted for. Variation or vari-
ance, to use the statistical term, is defined as the square of the coeffi-

ocr cient of correlation between the two sets of data. The coefficient of
correlation (r) = .71 between an input and output measure, 14= .50
or as a percent, 50(,);,. 'thus, in this example only one half of the varia-
tion in achievement scores among school districts was statistically re-
laced to current expenditures per pupil.

An advisable way to choose the one or more input variables to
regress against an output measure is to compute all possible inter-
relationships or correlations of all input and output measures. Find
which input variables have the highest correlation with an output
measure and at the same time have low intercorrelations among them-
selves. This can be clone with just school related input variables, or
with just community and socio-economic variables, or with the entire
set of input variables. A question of philosophy arises here. Should
one determine high and low productive groups based on input vari-
ables that a school system can control, given they have the finances,
or based on community and socio-economic variables that a school
system cannot control? If the former, one could argue that school vari-
ables alone do not consider the one underlying link that completes
the chain and that is financial ability of the community to pay for
its education. IF, on the other hand, high and low productive groups
arc chosen based on only community variables, then one could argue
that the school's wise utilization of what resources it has available is
not credited for any effect on the achievement level of the students.

It seems most advantageous to find which input variables, regard..
less of origin, most highly predict the output measure and to use them
judiciously in the regression analysis. One important variable has
seemingly been omitted from this type of research, however, and that
is time. Benchmark or one-shot data analyses arc fine, but should
serve only as that. The expectation is that longitudinal analysis will
be conducted to show change over time and the trends that undoubt
edly occur.



Productivity in Education 99

An example of actual data will be used to describe the dividing
cif school districts into high and low procbictive groups. These data
are from the 87 school systems in Florida where the school system
is coterminous with the government entity of county. Of the several
output measures available for use. School and College Aptitude Test
Total scores for 1970 were chosen. The Total score is the sum of
the Verba". and Quantitative subtest scores. These data were obtained
from ninth graders in the spring of the year.

The SCAT-Total score was correlated with 2 input measures rep-
resenting school related. community and socio-economic variables.
Three "vat tables, adult education level of the school district. the per-
cent of non-white students in grades K-12. and family median income
in the school district had the highest correlation either positive or
negative with the SCATTotal score. When multiple regression analy-
sis was applied to the variables the adult education level of the school
district and "the percent of non-white students in grades K-I2 ac-
counted for the maximum amount of variance among the output
measures. Because of the high correlation between adult education
level and family median income, the Tatters contribution was over-
ridden or masked out by the adult education level variable. The mul-
tip c coefficient of correlation was .86 explaining approximately 74%
of clic. variation among the county school systems SCAT-Total scores.

On the average a county having a high mean on the SCAT-Total
score .ilso had a high mean adult education level and a low percent
of nowyltite children. Of the difference in county SCAT-Total scores
across the state of Florida, 74% of the difference or variation in scores
could be related to adult education level of the community and per-
cent of non-white students in the school system.

A partial listing of 1) actual mean SCAT-Total scores, 2) predicted
SCAT-Total scores based upon the two input variables adult educa-
tion level of the county and the percent of non-white students attend-
ing school in grades K-12, and 3) the residuals or differences between
the actual SCAT-Total score .and the predicted SCAT-Total are
shown in Table 1. Residual values bear a minus sign when the actual
SCAT-Total score is less than what. is predicted (as in district #1) or
are positive when the inverse is tree (district #2). One asterisk beside
the residual value indicates that this district's actual SCAT-Total
score was less than its predicted score by more than 1/2 standard devi-
ation and is placed in the low productive group. Two asterisks indi-
cate the actual SCAT-Total score was higher than its predicted SCAT-
Total score by inure than 1/2 standard deviation and is considered a
high productive district. The choice of 1/2 standard deviation' for a
cut -oil is arbitrac ). In this study it classified approximately of the
counties in the high group and tit in the low group. This is consistent
with the grouping of a normal distribution which the set of residuals
approximates.

The means and standard deviations for each of the remaining 40
input variables were calculated for the high productive districts and
the low productive districts. The F statistic was calculated to ascer-
tain any statistical differences between groups on each of the 40 vari-
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I' A111.1 I

SCI1001. ASO (:01.1.1.4:F .11.1O POE 1 FST SCORES-TOTAL. PREDICTED SCORES.
CAIA:ULATFI) RI.sIDUALS, .11)1.14 1'1111:CA110N I.FVFI. ANU l'FItUFS r (n:

SinENTS (K.12) FOR 35 Fi.0i00,% (:01511. 84:0040. sysTEms

Dish ia
Number

Actual
sC.4 T
Seine

Predicted
SC..tt
Storrs

ifrviduut,
(Dille truce.%)

.4 dull
Eduration

revel

Percent
NonIVIati

(X12)

I 58.35 59.01 1.29 2.10 5.61
_" r4;.40 56.20 0.21) 1.111) 12.77
3 57.03 58.117 1.94 2.10 9.46

50.89 511.25 '2.36 2.30 10.15
5 53.33 53.03 0.30 1 mu 31.19

6 55.93 50.17 - 0.21 2.10 25.75
7 19.65 51.34 -1.090 0.00 29.35
8 8.78 52.18 3.0 9.50 18.68
9 5339 55.0-1 -1.450 2.00 31.14

to 53.38 55.55 -2.17* 2.00 28.18

II 54.00 51.97 2.03 1.20 39.70
12 52.76 52.01) 0.67 9.90 23.87
13 11.37 40.73 0.04 8.90 78.18
1 1 55.1.1 52.84 . 2.30 9.10 10.21
IS 6.71 51.1-1 -4:130 9.80 28.18

16 5:1.90 5335 0.11 I 0.IN) 2697
17 47.02 5.82 1.20 8.90 48.02
I8 55.56 54.32 1.2.1 9.90 10.8!)
19 49.7 53.19 3.5* 10.10 23.26
20 .55.21 54.58 0.63 111.70 18.68

21 54,47 53.78 0.69 11.00 26.83
22.. 55:19 56.87 - I .3s* 11.90 19.37
23 55.02 53.78 1.24 8.90 2.39
21 50.14 55.74 0.70 12.10 28.22
25 5339 9.37 4.22" 9.70 37.39

20 13.55 41.31 2.21 8.811 7:1.51

27 53.16 51.48 1.98 8.90 15.75
28 50.73 55.08 1.115 11.70 23.95
29 59.46 57.16 2.00 12.10 18.28
3o 55.81 55.65 0.16 12.60 3437

31 031 50.57 -4.03* 11,18) 32.68
$2 53.2 I 50.12 2.79** 8.611 18.41
13 13.78 44.75 0.97 9.18) 56.03
31 50.55 56.56 -11.01 12.10 23.49
15 53.45 54.01 -0.56 I 1.00 32.50

_ .... _......

aides.
As seen in Table 2 front the Florida productivity study, the input

variables of percent of students attending some form of Lost high
school education, the percent of teachers in the school district for two
years or les,. (negative relationship) and percent of teachers in the_
school district from 7-14 years, were significant contributors to the dif-
ferences between high and low productive groups.

lIvo other recently completed studies mentioned earlier used data
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from school systems in Delaware and Kentucky. Rose (1972) who con-
ducted the Delaware study also found that adult education level of
the community, teacher experience and pre )aration, percent of mi-
nority enrollment, and percent of high school graduates pursuing fur-
ther education to be significant contributing variables distinguishing
between high and low productive groups of school districts. Rose used
reading achievement at the fifth grade level for his measure of output.

DeRuzio's (1972) study in Kentucky found that the number of
economically deprived students in the school district eligible for Title
1 funds was the best single predictor of school achievement. This again
was a negative relationship. Average teacher salary and percent of
school budget expended for instructional purposes were the next two
highest contributors to a difference between high and low productive
districts. Deltutto's output measure was fourth grade reading achieve-
ment scores.

RESEARCH FINDINGS

Several thiio can be learnrcl from this type of research. Perhaps
most important is that educational achievement and attainment m
our public school system is not as completely dependent upon sock)
economic factors as current sociologists would have us believe. School
related variables of teacher experience, training and maturity do re-
late and account for a substantial amount of the variance in the
achievement of school children.

Those currently pursuing this type of research are upon the thresh.
old of ascertaining more clearly and concisely those attributes held by
teachers that positively effect achievement in children. There are
teacher qualities of attitude toward profession, attitude toward chile
dren, and commitment to the profession that need to be assessed and
used in these analyses. The quality of performance and the best teach-
ing style to produce the maximum amount of learning for a particular
group of learners are but two more of the areas that need attention.
Robert Soar in 1972 documented that higher level cognitive growth
in children is produced by a different teaching style than lower level
cognitive growth. This implies perhaps that the generalist concept of
teacher training for the early grades may need to be reconsidered. Or,
prospective teachers need to develop a variety of teaching styles for
teaching children at the various levels of the cognitive taxonomy.

1 think the lay public needs to be critical of educational perform-
ance. They need to stir us to act, to seek out better ways to teatil all
children. I can offer no excuse why nationally only approxim itely
70% of our "Johnies can read." Nor, on the other hand, am I con-
vinced that our schools today should be just a "nice place to be."

This type of research suggests a compromise between the adamant
critics and professional educators. A host of research (Gordon, 1969;
Gray, 1971; Hess, et. al., 1968; and Schaefer, 1969) supports the cone
cepts that the educational experiences received at the pre-school level
are the most critical of any stage in development. If the input of syste-
matic learning experiences for this age group can produce successful
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output measures and these can be documented on a longitudinal basis,
then serious consideration should be given to publicly supporting pre-
school education. If the evidence is sufficient to say that children bring
to school those experiences (or lack of experiences) that destine their
educational achievements, then the public should be willing to sup-
port free public education for three and four year old children.

Finally. from a research and statistical point of view, the method-
ology by which we study inpui-output relationships needs to be im-
proved. The use of path coefficients. canonical correlations, and this-
ter analysis shGuld enhance the usefulness and significance of the
data. A closer look at various econometric techniques should also im-
prove our schema for educational productivity studies. The produc-
tivity of a school system is reflected in its students, both in number
and in quality. who in turn as graduates determine to a large extent
the productivity of the community. The people of the community in
turn have children who enroll in the school system to complete the
cycle. Measurements need to be taken at all points on this continuum
so as to account for the totality of relationships and timing of inputs.
Low achievement scores in a school may reflect the value system of the
adults in the community, not the school faculty or its facilities.

The procedures described here can be used at the school or system
level as well as at the state level. This was substantiated yesterday in
the presentations of Bill McClure and Dick Rossm.11er. Providing the
best way to spend the educational dollar remains a high priority.

The use of inout-output relationship research remains a feasible
way to provide a dynamic model for decision making. School related
variables of teaching styles, delivery systems, teacher attitudes and
motivation, as well as others. should be studied more closely to de-
termine the maximum output for x numbers of expended. A
decision model based on reliable and specific program data can be the
most useful tool an administrator can use.

To sumntarize, the research to date implies that teacher profes-
sional maturity relates to high student achievement. Or its corollary,
school systems having high teacher turnover within the first two years
have lower student achievement. The educational dollar can perhaps
be well spent in a salary schedule that provides incentive for the pro-
fessional teacher to stay in the system. Second, the research implies
that high adult education level in the district is related to high sal.
(lent achievement. Perhaps the gAncational dollar can be well spent
on improving the educational level of the adults in the community.
The apparent spinoffs of such an educational program could affect the
pre-school children and help resolve my earlier concern of public sup-
ported education for three and four year olds.

Finally, the research implies that the higher the percentage of non.
white student enrollment in grades K-12, the lower the achievement.
Should the educational dollar be spent on busing to equalize this
ratio or should school funds be allocated to school systems based upon
their ratio?

J..
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The Constitutionality of the Title I ESEA
Formula: Inverted and Regressive

Allocations
THEODORE H. LAVIT AND KERN ALEXANDER

Mr. Lavit is a graduate of the Vanderbilt University Law School and is a
member of the Kentucky liar. He practices law ili Lebanon, Kentucky. Mr. Alex.
ander is a professor of Educational Administration, University of Florida, Gaines-
ville, Florida.

In the case of Downs v. Marland, which is now pending in the
United States District Court, Western District of Kentucky, at Louis-
ville, the Plaintiffs are school age children from a low-income family,
who, with their mother, are seeking a declaratory judgment restrain-
ing the U.S. Commissioner of Education from unconstitutionally allo-
cating and distributing funds under Title I of the Elementary and
Secondary Education Act of 1965, 20 U.S.C. 241a. The children and
their mother maintain that the formula under which Title I is allo-
cated to the various states is discriminatory and is unconstitutional
as being violative of the Due Process Clause of the Fifth Amendment.

Title I was enacted in 1965 with the purpose of expanding and
improving educational programs for educationally deprived children.
That Act provides for financial assistance

"to local educational agencies serving areas with concentrations
of children from low-income families to expand and improve
their educational programs by various means . . . which con-
tribute particularly to meeting special educational needs of edu-
cationally deprived children." 20 U.S.C. 241a

The purpose of the Act is therefore to provide federal financial
assist:.nce for the education of educationally deprived children. These
children are uniformly identified as children from low-income families,

109
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The purpose of the Act certainly constitutes a valid governmental pur-
pose and is not in contest in the case of Downs v. Marland. The
constitutional question arises from the method by which funds arc
allocated among the states to effectuate the stated purpose of the Act.

Title I provides for funds to be allocated among the states in the
hollowing manner:

"Mlle mashninn grant which a local educational agency in a
State shall he .eligible to receive under this part for any fiscal
year shall be . an amorist equal to the Federal percentage
(established pursuant to subsection (c) of this section) of the
average per pupil expenditure in that Slate if greater, in the
United States, multiplied by the number of children in the
schoot district of such agency who are aged five to seventeen,
inclusive, and are (A) in families having an annual income of
less than the low-income factor. (established pursuant to sub-
section (c) of this section), (B) in families receiving annual in-
come in excess of the low-income factor (established pursuant
to subsection (c) of this section) from payments under the pro-
gram of aid to families with dependent children under a State
plan approved under Title IV of the Social Security Act or
(C) living in institutions for neglected or delinquent children
(other than institutions operated by the United States) but not
counted pursuant to paragraph (7) of this subsection for the
purpose of a grant to a State agency, or being supported in fos-
ter homes at public funds, 20 U.S.C. 241c(a)(2)(emphasis added)

The Federal percentage in subsection (c) is fifty percent and the
low-income factor provided in the same subsection is $3,000 for the

. fiscal year ending June 30, 1973.
More simply stated, the formula provides for grants to states based

on the .number of educationally deprived children (children from
families with $3,000 annual income or less) times fifty percent of the
average per pupil expenditure of either the state or the United States,
whichever is greater.

The net effect of this formula is that although it identifies an edu:
cationally deprived child in Kentucky in the sante manner as it identi-
fies a similar child in New York, it nevertheless grants substantially
more funds to the educationally deprived child in New York. The
child with the same educational needs such as the ?hand& in Downs
v. Mariam& from Marion County, Kentucky, is giver. much less federal
assistance than his counterpart in the wealthy state of New York,
thereby violating the Due Process clause of the Fifth Amendment,

THE ISSUE

The issue raised in Downs v. Marland, simply stated, is whether
the United States Congress, through the Title I formula, can consti-
tutionally provide the educationally deprived child in the wealthy
high expenditure state with greater resources than the educationally



rti

Constitutionality of Title 1, ESEA 111

deprived child in the poor, low expenditure state of Kentucky.
The Plaintiffs in Downs v. Mar land did not seek to require the

Congress to fiscally equalize by providing more funds to educationally
deprived children in the poor. low expenditure states than in the
wealthy, high expenditure states, but merely demanded that the Court
declare that the Title I formula be declared unconstitutional because
of its effect of disequalizing among the children by distributing more
funds per targeted child to the wealthy states than to the poor states.
In other words the Plaintiffs, in Downs v. Marland, as educationally
deprived children, from the poor, low expenditure state of Kentucky,
sought only to be provided the same Title I resources as other educa-
tionally deprived children living in wealthy, high expenditure states.
The Plaintiffs therein, on behalf of themselves and as a class action, for
and on behalf of all the Kentucky school children similarly situated,
contended that they are discriminated against by the Title I alloca-
tion formula simply because they resided and attended school in a
relatively poor state.

EFFECTS OF THE FORMULA

To fully fund the Act to its maximum authorization for all states
would create the following disparities between selected rich and poor
states.

CHART I
MAXIMUM TTILT: I AUTHORIZATIoN TO LOCAL EDUCATION AGENCY

PER EDUCATIONALLY DEPRIVED CHILD FOR 1972

New York $652.80
RICH Connecticut

New Jersey $495.54
Rhode Island $447.10

Kentucky $383.48
POOR Arkansas $383.48

Mississippi $383.48
Tennessee $383.48

The Bureau of the Census for 1971 has calculated the per capita
personal income of the following selected states:

New York $5,021
Connecticut 5,032
New Jersey 4,832
Rhode Island 4,077
Kentucky 3,288
Arkansas 3,036
Mississippi 2,766
Tennessee 3,325
(U.S. Bureau of Economic Ana ly-
sis Survey a/ Current Business,
August, 1971)

4 41
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For the U.S. Congress in 1972 to have fully funded the progrant
ias authorized would have resulted in the wide disparities indicated

in Chart I. New York would have received $249.12 more per educa-
tionally deprived child than would any of the poorer states whose
expenditures were at the national average or below. New Jersey, un-
der the formula, would have received over $112 more per deprived
child than the poorer states. In the Downs case the Plaintiffs therein
acknowledged that comparing states' maximum authorizations may be
somewhat illusory since Congress seldom, if ever, appropriates the
maximum authorization. Chart 1, nevertheless, indicates the precise
effect and impact of the formula as the law prescribes, excluding tem-
porary amendments and aepropriation limitations.

When the state per child formula allotments are compared using
actual appropriations and excluding temporary amendments, the poor
states again receive proportionately much less than the wealthy states.
(See Chart II for comparisons)

CHART II
AMOUNT APPROPRIATED FOR TITLE I LOCAL EDUCATION AGENCY GRANTS pER EIHMA

tioNALLY DEPRIVED CHILD (WITHOUT TEMPORARY AMENDMENT) 1972

New York $251.80
RICH Connecticut $182.10

New Jersey $197.24
Rhode Island $177.96

Kentucky $152.64
l'OOR Arkansas $152.64

Mississippi $152.64
'Tennessee $152.61

Charts 1 and 11 show the true effect of the Title I allocation for-
mula indicating that in using either fully authorized funding or the
actual appropriation, the educationally deprived children in wealthy
states receive substantially more funds than do the same children in
poor states. According to the Title I formula the state of New York
would receive $99.16 more per educationally deprived child than the
state of Kentucky. As one can readily see, this amount per targeted
pupil is not a mere "mathematical nicety." The difference represents
about 65 percent of Kentucky's entire Title I allotment per education-
ally deprived child. The educational importance of this wide varia-
tion in per child allocation can he better illustrated by noting that for
a classroom of 25 educationally deprived pupils there is a variation in
allotments of some $2,475 per year. This much additional money can
be the difference between an enriched and an inferior educational
program. The disparity created by the Title I formula represents
a financial deprivation for the targeted children in Marion county.
Kentucky, of no less than $149,000 per year. For the five Downs Chi!.
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den alone, the formula provides over $495 per year less than for the
same five children if they were attending school in the state of New
York. If all the 226,878 educationally deprived children in Kentucky
were valued the same by the formula as the educationally deprived
children in New York, the state of Kentucky would receive an addi.
tional Title I allocation of over $22.4 million.

The actual amounts appropriated per Title I child during fiscal
year 1972 do not present a true picture of the formula under contest
in the Downs case. Although is is acknowledged that this was the
amount actually allocated, the variations among states are measurably
reduced by a one-year temporary "fail safe" clause to prevent states
with out-migration of educationally deprived children from receiving
less than they received in a designated base year. That amendment is
not continuing, and was, in fact, attached to the Appropriations Act
and not the body of the Title I formula.' Flowerer, even with the
Amendment, the educationally deprived child in New York is given
$81 more than the same educationally deprived child in Kentucky.

THE TITLE I FORMULA IS NEITHER COMPELLING
NOR RATIONAL

In the Downs case the Plaintiffs contend that the government.
under Title I, has no rational basis to treat these Plaintiffs differently
from their counterparts in wealthier states.

STANDARD

The government, in Downs, in defense of the Title I formula
claims that the "rational relationship" standard should be applied
instead of the compelling interest standard. This standard merely
provides that the classification must be reasonable and must fairly
and substantially relate to the object of the legislation.

I. The Title I Formula Has No Rational Relationship to the
Expressed Purpose of the Act.

In defense of the Title I formula, the government claims that the
rational relationship standard should be applied instead of the cont.
'Jelling interest standard. It is the contention of the Downs children,
however, that the method of allocation used in Title I is not reason
ably related to the purpose of time Act and cannot even withstand the
lesser requirement of rational relationship.

Aid provided by the federal government to educationally deprived
children is not a "gift" nor a" "privilege" which the government can
grant, take away, or treat the recipient unequally. Not only will the
Courts prevent time government from being a "Indian giver" but also
they will restrain the government from being unfair in the distribu-
tion of its revenues. This is to say, that once the government has
undertaken to provide a distribution of funds, time recipients thereof
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are entitled to them as a matter of "right." Goldberg v. Kelly, 397 U.S.
262 (1970): Shapiro v. Thompson, :19.1 U.S. 618 (1969); Sherbert v.
rerner, 394 U.S. 398 (19(13); Slochower v. Board of Higher Education,
350 U.S. 55l (1956). All children in the designated class are entitled
to that same rightunder the holding in Slohower, supra.

With the declaration of policy set forth in Title 1, the Congress
assumed a responsibility for the education of educationally deprived
children in all states. The Congressional Declaration of Policy stated:

An recognition of the special educational needs of children of
low-income families and the impact that concentrations of low-
income families have on the ability of local educational agencies
to support adequate educational programs, the Congress hereby
declares it to be the policy of the United States to provide fi-
nancial assistance to local educational agencies serving areas
with concentrations 01 children front low-income families to
expand and hit prove their educational proems by various
means which contribute particularly to meeting special educa-
tional Mai of educationally deprived children." 20 U.S.C. 241a

Pursuant to the purpose of educating educationally deprived chil-
dren, the Congress identified these children uniformly, as a class,
among all the states by designating a family low-income factor, 20
U.S.C. 241c (c). The Congress thereby created a special and discrete
class of children to whom the benefits of Title I were to accrue. This
classification is obviously reasonable and rationally related to the pur-
pose of the legislation. However, Congress at this point, after specifi-
cally naming and identifying a discrete class of children, perniciously
created an allocation formula which treats equals unequally. In Rey.
molds v. Sims, 377 U.S. 533 (1964), the Supreme Court stated that:
"The concept of equal protection has been traditionally viewed as
requiring the uniform treatment of persons standing in the same rela-
tion to the government action questioned or challenged." By Congress
itself identifying the group of children to be aided, a primary error
in San Antonio v. Rodriguez, as observed by Justice Powell noting a
lack of a discrete class, is removed from Downs.

There can be no doubt that the educationally deprived children
under Title I stand in the "same relation" to the government because
the Congress has specifically identified the class and the persons to
be included in the class, 20 U.S.C. 24k (a)(B)(2). However, Congress
thereafter enacted an allocation formula which treated that same class
unequally. To treat liersons standing in the same relation to govern-
ment unequally was held unreasonable by the Supreme Court as early
as 1920 in Royster Guano Co. v. l'irginia 953 11.S. 412, when it stated
that a classification "must be reasonable, not arbitrary, and must rest
upon some ground of difference having a fair and substantial relation
to the object of the legislation, so that all persons similarly circum-
stanced shall be treated alike."

In 1971, the Supreme Court, applying the same rational relation-
ship standard, held an Idaho statute unconstitutional because two
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persons, standing in the same relation to government, were treated
unequallyReed v. Reed, 404 U.S. 71 (1971). Therein, the Court
applied the rational basis test to Idahir's legislation which provided
that "males must be preferred to females" in the designation to per-
sons to administer intestate estates, 101 U.S. 76. The Court held that
the Idaho statute violated the Fourteenth Amendment based on sex
d:scrimination in that disputes over administration of the estate of
estie who dies intestate could be eliminated by some other statute or
plan without the necessity of relying upon an arbitrary classification
by sx. In Reed v. Reed, the Court applied a less stringent test than
the "compelling interest" test. This less stringent test, or reasonable
basis test, was used to strike down discrimination of a fundamental
rightthe right to be free of sex discrimination. Here, Justice litirrr
stated that the Idaho legislation had no relationship to the objective
of the statute. Further, the Com t stated:

"In applying that clause [equal protection], this court has con-
sistently recognized that the Fourteenth Amendment does not
deny the States the power to treat different classes of persons
different ways. (citations omitted) The equal protection clause
of that Amendment does, however, deny the States the power to
legislate that different treatment be accorded to different per-
sons placed by statutes into different classes on the basis of cri-
teria wholly unrelated to the objective of that statute." supra.

As in Reed, Title I identifies and creates a class of persons stand-
ing in the same relation to government and then through the allo-
cation formula treats them unequally. What relationship to purpose
does the granting of Title 1 funds to a poor eligible child in the
wealthy state of New York have when the basic and fundamental
education needs of a poor eligible child in the relatively poor state
of Kentucky are greater? What relationship does the formula of Title I
have to the objectives provided in 20 U.S.C. 4241a "Congressional
Declaration of Policy"? The above policy certainly is inconsistent with
the formula. A strong argument can be stated that the formula is in-
verted and regressive and rather than being based on wealth, the
formula should be based on need. However, the case of need has not
been contended by the Plaintiffs in Downs v. Marland.

For instance, the defendants in Downs would assert that there is
no question of the existence of some discrimination or variation or
disparity, but applying Lindsh'y v. Natural Carbonic Gas Co., 220 U.S.
61 (1911), a comparison is made between education involved in this
case and the New York statute enacted to safeguard the natural min-
eral springs against waste and impairment. Therein, the Gas Com-
pany was engaged in collecting and vending as a separate commodity
the carbonic acid contained in natural mineral waters existing in a
common underground reservoir.

The Court in Lindsley held that the landowner was not deprived
of any rights secured through the Fourteenth Amendment by the New
York Statute prohibiting the extracting of carbonic acid gas.

1 4 If'
k.)
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"[T]he statute is directed against pumping from wells bored
or drilled into the rock, but not pumping from wells not pene-
trating the rock, and . . it is directed against pumping for
the purpose of collecting the gas and vending it apart from the
waters, but not against pumping for other purposes . ..." supra
at page 78.

The gas company contended that the statute was arbitrary in
its classification and therefore it was denied the equal protection
of the laws to whom it affects. The court held that the lourteenth
Amendment does not take from the state "the power to classify in the
adoption of police laws," supra at page 79.

The Court in Lindsley listed four tests in determining whether the
classification was purely arbitrary in "such a case," supra. It would be
shallow if we failed to grasp the meaning of the phrase "such a case."
The Court was speaking of the right of the state to classify in police
power cases. There were no mechanics involved or discrimination in-
tended at a targeted group of school children of our nation. The Court
concluded that the classification wits reasonable because it "may rest
tqxm some substantial difference between pumping from wells pene-
trating the rock and pumping from those not penetrating it . . , and
this difference may afford a reasonable basis for the classification,"
supra.

Besides, said the Court: "The allegations of the bill shed but little
light upon the classification in question," supra.

In Lindsley, the Fourteenth Amendment was in issue over a statute
which fell within the police pewer of the State of New York. In
Downs, the Court is dealing with a federal statute which does not
cover an entire classification of children. It covers a targeted group,
a situation much different from that of San Antonio v. Rodriguez as
well as Lindsley. It attempts to assist local school children by identify-
ing a specific group of children (ages 5 to 17 in families havint; an
annual income of less than $3,000) and apply a formula for distribut-
ing Title I funds.

Under the circumstances in Lindsley, the Plaintiffs in Downs
would he the first to agree that the application of the reasonable basis
test was appropriate.

Dandridge v. Williams. 397 U.S. 471 (1970) is cited by the damp
dants in Downs and the following particular language has been pin-
pointed by the defendants therein:

"In the area of economics and social welfare, a state does not
violate the Equal Protection Clause merely because the classi-
fications Made by its laws are imperfect." 397 U.S. at page 485

To begin with, the Plaintiffs in Downs have contended that Dan -
dridge is not applicable to their cases because education is of greater
import and has been of great import to the Supreme Court than cases
involving welfare paymentscompare Brown v, Board of Education,
347 U.S. 489 (1954) with Jefferson v. Hackney, 406 U.S. 535 (1972).
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In Dandridge, the State of Maryland enforced a regulation which
limited or imposed anoverall ceiling of 5250 per month as the total
amount of welfare assistance any one family unit could receive under
its aid to families with dependent children program (AFDC). As a
'result, while most families received benefits sufficient to meet their
state-defined standards of need, the large families (whose needs ex-
ceeded S250 per mouth) received less than their computed need.

The Plaintiffs in Dandridge succe.sfully attacked the Fourteenth
Amendment initially but were reversed by the Supreme Court which
held that the maximum grant regulation did not violate the Four-
teenth Amendment because' it was of a .social and economic nature
and therefore could be reviewed only under "traditional standards of
restrained equal protection review." The Court stated that "a statu-
tory discrimination will not be set aside if any state of facts reasonably
may be conceived to justify it," supra.

But the Court went further. justice Stewart recognized the differ-
ence between the regulation of business and welfare and, although
he refused to apply. a different constitutional standard, he thought
the regulation was attempting to relieve the "disincentive to work"
however imperfect. lit the Court's opinion this made the Nlayland
regulation reasonable.

For the first time the Court in Dandridge had now decided a case
involving maximum grant legislation or regulation. And in this re-
gard, the Court held that since the focus of the act was on the family
unit rather than on individual dependents eligible children born into
families receiving a maximum grant were not excluded from cover-
age but were merely forced to share the same benefits with other
household members. The Court stated at page 48.1, 11.16 that the
"stria review test applied to a constitutionally protected freedom."

Therefore, the Court's primary point of law was to indicate that
the reasonable basis test was used to uphold the Nlaryland regulation
because there was no discrimination of the family unit which was the
principal object of the regulation. In other words, each family unit
so designated under the regulation received the maximum of 5250.
The focus of the regulation had nothing to do with an individual's
needs and there could be 110 discrimination against families because
each family unit was treated equally.

In Downs v. Marian& there is a wide difference between the dis-
crimination alledged by the Plaintiff in Dandridge and that practiced
by the government through the use of the formula in Title 1. Not
only does Title I identify a targeted age group of children but also
it classifies a certain group within those age limits and on a low-income
factor which is 53,000. After the targeted group is identified its mem-
bers received different benefits because of where they happen to live.
Under that formula a poor child is much better off in the State of
New York than he would be in the State of Kentucky in tants of
recipient power.

The Dandridge Court simply bought the defendant's argument
and applied the reasonable and rational test and found affirmatively
that (1) the needs of the ntaximum provisions encouraged gainful ern.
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ployment; (2) maintained the balance between welfare families and
the wage earner; (3) encouraged family planning; (4) allocated pub-
lic funds in a manner which would meet the needs of the largest num-
ber of families; and (5) treated all family units precisely the same or
equally in the maximum grant range.

Dandridge is markably different from Downs for several reasons:
First, the unit of classifications utilized by the State of Maryland was
the family unit but, secondly, and probably more important, the Mary-
land regulation was involved with the vague standard of need con-
cept which suggest a lack of "judicially manageable" standards. Ap-
propriate standards of need arc illusive and the courts have been
traditionally hesitant to substitute their judgment on an.area as vague
as welfare or educational needs, Mchints v. Shapiro, 293 F.Supp. 327
(1968) affirmed, 394 U.S. 122 (1969).

In McInnis children tioni school districts of better than average
wealth sought more funds than children in other school districts be-
cause of an alledged greater educational need. The Court therein
held that there were no "judicially manageable" standards on which
it could rely to provide more funds to children in one district than
in another.

The issues in both Dandridge and McInnis are, therefore, basically
different from the issues raised by the Downs children. In both of
those cases the Plaintiffs asked the C01/11 to hold statutes unconsti-
tutional because the Plaintiffs did not receive more funds than their
counterpart in the sante classification. The issue of need was not
raised in Downs. Therein, the Plaintiffs only pled to be treated
equally with other children within the same classification.

Although redundant, it is important to bear in mind the equality
standard which the Court focused on in Dandridge and similar stand-

i ards upon which the Plaintiffs requested relief in Downs. The consti-
tutionality of the formula under Title I is an issue in Downs and in
order to apply the correct standard for judging this formula, the Court
should consider whether the formula classifies the amount a child
receives by the wealth of the state he happens to reside in. In Dan-
dridge the entire group of individuals eligible for welfare were poor.
The Plaintiffs in Dandridge were merely attacking the limitations on
large families to a basic monthly allotment without consideration
given to the number of people in the family unit. But in Downs, the
Congress created the statute which admittedly discriminates (but ac-
cording to the government, "not substantially"). In Dandridge the
State of Maryland had no role in the creation of large families which
was the element which led the plaintiffs to comulain. And yet, the
element which brought the plaintiffs in Downs to the bar of justice
was born of our Congress and thrust upon a disadvantaged minority
through the Title I lormula. The class effected could not prevent
the results of discrimination, as could the effected Llas... in Dandridge,
said the Court therein. Justice Stewart recognized in Dandridge that
education is not completely an economic anti social welfare issue:

"ftliere we deal with a state regulation in the social and eco.
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nomic field, tiot affecting freedoms guaranteed by the Bill of
Rights that claims violate the Fourtetmth Amendment only
because the regulation results in some disparity in grants from
welfare payments to the largest AFDC families." Dandridge v.
Williams, 397 U.S. 471 at page 484

In a dissenting opinion, justice Marshall indicated that he was
grateful that the majority was protecting all of the fundamental in-
terests of the plaintiffs therein and that he was sure that all the plain-
tiffs had to worry about thereafter was merely the acquiring of enough
funds for basic needs of clothing, shelter and food!

In Richardson v. Belcher, .104 U.S. 78 (1971) the Court applied
the rational basis test citing the Dandridge case, upholding the con-
stitutionality of the disability provisions of the Social Security Act
which were reduced because the Plr.intilf there was a recipient of State
Workmen's Compensation benefits. The Plaintiff alledged that this
was unconstitutional denial of the due process rights under the 'Fifth
Amendment,

The government in Richardson v. Belcher, supra, defended the
practice as being reasonable and rational because without the offset,
a typical worker injured in the course of his employment would re-
ceive benefits in excess of his take home pay prior to his disability.
The government contended that such a situation enduced the worker
to become non-employable.

The Court states at page 79:

"If the goals sought are legitimate, and the classification
adopted is rationally related to the achievement to those goals,
then the action of Congress is not so arbitrary as to violate the
Due Process Clause of the Fifth Amendment."
"While the present case, involving as it does the federal statute,
does not directly implicate the Fourteenth Amendment Equal
Protection Clause, the classification that meets the test articu-
lated in Dandridge is perforce and consistent with the Due
Process requirement of the Fifth Amendment." (citing Bolling
v. Sharpe, 347 U.S. 97 [1954]).

The Court in Richardson v. Belcher, went further at page 79 and
stated the following:

"To characterise an Act of Congress as conferring a 'public
benefit' does not of course, immunize from the scrutiny of the
Fifth Amendment."

As we relate Richardson v. Belcher to Title 1 funding formula, it
should be noted that in Richardson the Federal government assumed
the role of equalizer by bringing the disabled Social Security recipi-
ents up to an established amount per month of $329.70. Were the
State of West Virginia unable to produce as great a Workmen's Com-
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pensaition benefit, thenthe federal contribution would increase, thus,
equalizing the hind available to the recipient. just the opposite is
true tinder the Title I formula. The more a state expends the more
it is granted front the federal government. The poor state cannot ex-
pend as mulch. and therefore it receives less. Inversely, the wealthy
state has the ability to extend inure and so it receives more. Thus,
the relationship between Richaason and Belcher and the Title I
formula becomes even more graphic in terms of the opposing roles
of the government. Under Title I the federal government is cast in
a role of the disequalizer and disequalization increases as the disparity
of wealth between the states is increased.

In Flemming v. Nestor, 363 U.S. 603, (1960) the Plaintiff, after
accruin:.; old age benefits, was deported because of membership in the
communist party, a condition prohibited by the Social Security Act.
The Plaintiffs contended that his depsrtation was unconstitutional
and the curtailing of accrued old age benefits was a violation of his
Fifth Amendment rights. The Court held that the Social Security Act
which curtailed said rights was not unconstitutional in that there was
no arbitrary classification lacking in rational justification that would
render the statute invalid.

The Court concluded that there was obvious relevance to the pur-
pose of the act from the fact that the Plaintiffs held residence abroad,
was a deportee and presumably a foreign resident. In this regard, the
Court stated:

"One benefit which may be thought to accrue to the economy
from the Social Security system is the increased over-all national
purchasing power resulting from taxation, of productive ele-
ments of the economy to provide payments of the retired and
disabled who might otherwise be destitute or nearly so, and
who would generally spend a comparatively large percentage
of their benefit payments. This advantage would be lost as to
payments made to one residing abroad." 363 U.S. at 618

Further, the Court found that it was irrational for the Congress
to conclude that the public purse of the United States would not be
utilized to contribute, support to those deported or residing in another
country.

Applying Flemming v. Nestor to Title I, we arc confronted with
an entirely different situation. The children living and attending
school in Kentucky and other poor states are very much a part of the
United States, its economy, and its future. The purse of our country,
today as well as tomorrow, depends upon the education these children
receive and to deny them equal educational benefits would undoubt-
edly have a profound detrimental effect on their private lives as well
as on the welfare of the country as a whole.
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II. The Funding Formula for Title I is Subject to the Due
Process Clause.

(a) INTRonucTioN.
In Shapiro v. Thompson. 94 U.S. 618 (1969), the Court struck

down a one year residency requirement imposed by a state upon
welfare applicants as a condition for obtaining benefits. One of the
principal arguments advanced by the state Was that: "It had a valid
interest in preserving the physical integrity of its programs." 394 U.S.
at page 633. The Court responded as follows:

"But a state may not accomplish such a purpose by invidious
distinctions between classes of its citizens. It could not for ex-
ample reduce expenditures- for education by barring indigent
children from its schools." supra (emphasis added)

Thereafter, the Court in Shapiro rejected the rational relation-
ship argument advanced by the state which allegedly connected the
waiting period and the states objectives. The Court held that by
moving into a new state, or the District of Columbia, an individual
was "exercising a constitutional right and any classification which
serves to penalize the exercise of that right, unless shown to be nec-
essary to promote a compelling governmental interest is unconstitu-
tional," supra at page 634.

The Court in Shapiro cwicluded the Opinion:
"The waiting period requirement in the District of Columbia
Code . . . is also unconstitutional even though it was adopted
by Congress as an exercise of federal power. In terms of federal
power the discrimination created by the one-year' requirement
violates the Due Process Clause of the Fifth Amendment.
"[W)hile the Fifth Amendment contains no equal protection
clause, it does forbid discrimination that is so unjustifiable as
to be violative of due process." Schneider v. Rusk, 377 'U.S. 163,
168 (1964); Bolling v. Sharpe, 347 U.S. 497 (1954)."

In Flemming v. Adams, 377 F. 2d 975 (1967) the Court stated at
page 977:

"The U.S. Constitution does not secure to the appellant the
right to an education; rather the Constitution secures the ap-
pellant's right to equal treatment where the state has under-
taken to provide public education to the person within its
boundary.

If the Congress has undertaken to provide funds for public edu
cation, it has the duty to do so in a manner consistent with due pro
cess of the laws under the Fifth Amendment in order to afford the
same protection to the targeted school children under Title I regard.
less of their state's wealth.

4 ortril
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III. The Culturally Deprived Child's Education is Based on
Wealth Under the Title I Formula.

Citing Harper v. Virginia State lid. of Elections., 383 U.S. 663
(1966), the Serrano opinion at page 1250 stated that lately "the Su-
preme Court has demonstrated a marked antipathy towards legislative
classifications which discriminate on tile basis of certain 'suspect per-
sonal characteristics.' " In Harper the high court stated that "lnrs
drawn on the basis of wealth or property like those of race (citations
omitted) are traditionally disfavored." 383 U.S. at 668,

Harper added:

"To introduce wealth or payment of a fee as a measure of a
voter's ,ualification is to introduce a capricious or irrelevant
factor." supra.

Harper also stated that once wealth is determined to be a classi-
fication it becomes suspect "and thereby demands a more exacting
judicial scrutiny." 383 U.S. at 668.

Although the Supreme Court has given special attention to cases
involving race and wealth, this does not mean that the particular
classification was stricken. It is the effect that the classification has
on the interest which has determined the Court's treatment. For in-
stance, to classify by wealth for purposes of voting is unconstitutional.
Harper v. Virginia Bd. of Elections, 383 U.S. 663 (1966). But the Court
held that to classify by wealth for purposes of progressive taxation
is constitutional. Similarly, to classify by race for purposes of marriage
is unconstitutional, Loving v. Virginia, 385 U.S. 1 (1967); but to do
so for school integration purposes may be valid.

Professor Bernard Schwartz in his Constitutional Law, A Text-
book, (1972) discurted unreasonable classifications stating:

"The most important traits coming within the concept of in-
herently unreasonable classifications arc connected with the
}.goad notion of human equality. Whatever else that notion
may mean, it includes denial that differences in race or creed,
wealth or status, or sex are legally significant. These differences
ate all constitutionally irrelevantmere accidents of birth or
condition, which fade into insignificance in the face of our
co.mmou humanity. To such difference, the law must remain
blind, not distinguishing the basis of who a person is or
what he is, or what he possesses.
From this point of view, the first justice Harlan made his cele-
brated assertation that 'our constitution is color-blind.'
senting in Messy v. Ferguson, 163 U.S. 537. 559 (1896)). But
that same constitution Is also creed-blind, wealth-blind, status-
blind, and sex-blind. The law regards man as man and takes
no account of those traits that are constitutional irrelevancies.
Law, that classify on the basis of such traits must be repug-
nant to equal protection." (emphasis added)
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At this point our inquiry must turn to the benefits which the vari-
OM targeted groups of school c!iildren in their respective states receive
under the Title. I formula that will justify unequal treatment of the
admitted disparity. These reasons may he perceived by Congress to
justify the classification by wealth as it did in Fleming v. Nestor, 363
U.S. 603 (1960). The Court held therein that the plaintiff forfeited
his old age benefits under the Social Security Act by joining the Com-
munist Party and being deported as a result thereof.

But tinder Title I, what purpose is being served by the disparity
in the formula? We assume that wealth is a criterion for dr
don of more money to such states as New York, Illinois, ,t( Cali-
fornia than to states such as Kentucky, West Virginia, and New Mex-
ico. Is it just by chance that the latter three states are rural and agrar-
ian in nature as compared to the former three states being more
urban? Or is it not a truism and common knowledge that revenues
raised by New York, California, and Illionis for school purposes are
greater because there is more per capita income in those states and
that there is more wealth to tax in those states and that, as a direct
result thereof, there is a greater input into the educational systems of
those states and that such inputs add greatly to the educational ad-
vantages of their children as compared to the school children of Ken-
tucky, 'Vest Virginia, and New Mexico? Because of all of the fore-
going, the formula in Title 1 rewards the educationally deprived
children in the wealthier states (who have an average annual ex-
penditure per child above the national average) with more dollars
than the same targeted group of educationally deprived children
in states which expend less than the national annual average per
pupil expenditure such as Kentucky.

The constitutionality of Title I in Downs v. Marland is not being
fought on the question of need as it was in McInnis v. Shapiro, 293
F.Supp. 327 (N.D.111. 1968) aff'd sub nom. However, it must be ap-
parent that the Title 1 funding formula is really inverted and
amounts to regressive legislation. For instead of assisting to a greater
extent the recipient school children in the state of Kentucky and
other pomer states who enjoy less dollars for education from their
state, the Title I money is distributed to recipients in New York, ad-
mittedly in greater proportions. The need of the targeted school chil-
dren in Kentucky is obviously more. Educational input as it affects
each of the school children in Kentucky is less. The formula admits
this. The state of New York has greater input per school child and
is able to.provide and afford greater educational benefits as a direct
result of its wealth. And yet the need is greatest where the wealth
is least.

There are many factors isolated by the opinions of the Courts
which may be used in identifying unconstitutional classifications:

1. Whether the group whose interest is injured and so politically
disadvantaged that It cannot adequately protect its own interest from
excessive and unjust impairment, Railway Express Agency, Inc, v.
New York, 336 U.S. 106, 112 (1949). Therein, Justice Jackson stated
that:
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"'Special care must be exercised when the minority is such that
it is unrealistic to rely upon 'the operation of those political
processes ordinarily to he relied upon to protect minorities.' "

At least two federal courts have identified the poor as a minority
which is too defenseless to be able to enforce adequately its rights.
Rothstein v. 303 F. Stipp. 339, 347 (S.D.11 Y 1969), vacated
and remanded, 398 U.S. 275 (1970); Hobson v. Hansen, 269 F.Supp.
401, 508 (D.1).C. I96) a(ld sub nom. Smack v. Hobson, 408 F.2d 175
(1).C. Sir. 1969).

2. Whether the very act of classification will deter the exercise
of constitutionally protected rights by denying satisfaction of an
portant want to those who have recently exercised one of those rights;
Shapiro v. Thompson. 394 11.S. 618 (1969). Our situation applies just
as it did in the welfare residency requirement case.

3. Whether the classifying trait is one over which the affected in.
dividual has no control; Levy v. Louisiana, 391 U.S. 68 (1968), Glona
p. American Guarantee 1M Liability Ins. Co., 391 U.S. 73 (1968) Oh
legitimacy). Race also falls into the category of immutable traits.

4. Whether the classification may stigmatize a group discriminated
against, Brown v. Board of Education, 347 U.S 483 (1954),

And in Skinner v. Oklahoma, 316 U.S. 535 (1942) the.Court struck
clown a law distinguishing larcenists from embezzlers for purposes of
mandatory sterilization, holding that there was no factual basis for
such a distinction. Despite the fact that this classification was not
suspect it still was "invidious" as a standard for depriving some peo
ple of a fundamental interest because there was no factual link be-
tween the classifying trait and the state's alledged objective.

(The foregoing analysis was taken from 84 Harv. 14. Rev. 1, 66.
67 (1970)).

The first unconstitutional classification applies to Title I in that
the poNtically disadvantaged group is composed of poor school chil-
dren. The Title I formula refers to this grup as "educationally de-
prived school children" and as this paper points out the school chil-
dren have been the subject of special protection by the Court.

As concerns the second factor in identifying the suspect trait above,
we raise the issue of whether or not education is a fundamental inter-
est. But we do not consider the issue of fundamentality critical since
government must treat persons standing h! the same relationship with
government equally. The Court must decide whether there is a denial
of due process rights by failure to distribute equal funds to like classes
of children based OH state wealth. It cannot be denied that special
prolgums paid for by Title 1 funds benefit recipient school children
in the wealthier states to a higher degree than they do in the state of
Kentucky or at least in those states whose annual average per student
expenditure exceed! the national average.

Concerning the bird factor, the children in the poor states have
no control over the distribution of funds under Title 1. They rm.
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not help themselves as the plaintiffs could in Dandridge v. Williams,
397 U.S. 471 (1970).

Finally. concerning the fourth factor used in identifying a suspect
trait, certainly language in Serrano v. Priest, 487 P.2d 1241, at page
1259 (1971) applies:

"[lit has been suggested that 'a poor child assigned willie-nillie
to an inferior state school takes on the complexion of a pris-
oner, complete with a minimum sentence at 12 years.' " (citing
Coons, Clune & Sugarman, 57 Cal. L. Rev. 305 at page 388)

The Title I formula under contest classifies children on the basis
of wealth. Per pupil expenditures of the states are undeniably re-
lated to the wealth of the states as indicated in the previous charts,
Further evidence that high and low. expenditures are a function of
wealth can be shown by simply correlating state per pupil expendi-
tures for all SO states against the states' per capita personal income.
Rather conclusively, these data show a correlation of over .7 which
is significant at the .01 level. In other words, the possibility of this
relationship happening by chance is less than one in a hundred. To
categorize children in a targeted popul o ion according. to the expendi-
tures of their state for education is to make the child's education a
function of the wealth of the sue. To provide funds proportional
to the state's fiscal inability is certainly a factor which is irrelevant
to the education of an educationally deprived child. While it may
be rationally argued that a child from a poor state should be given
more federal funds in order to equalize expenditures between poor
and wealthy states, there is no constitutional justification for the fed-
eral government to allocate less money to the children from poor, low
expenditure states.

The unequal treatment of equals is therefore clearly present in
the Downs case. The children arc identified by Title I criteria as being
educationally deprived from low-income families. The criterion (chil-
dren ages five to seventeen from families with incomes of $3,000 or
less) for identifying these children is uniform among all states, as es-
tablished by Congress itself. However, once the children needing this
special educational assistance are identified, the Title I formula pro'
ceeds to treat the children within the class differently. Those educa-
tionally deprived children from wealthy states are given more money
than those from poor states,

The Formula in Review, The uniqueness of the case at bar is that
the Congress, through the Title I formula, specifically circumscribes
a specific class of children to be the recipients of federal aid and then
it without reason or rationale discriminates within the class. This in
itself is sufficient to hold the act unconstitutional if the time honored
standard of equal protection, "equal treatment of equals," is followed,
whether the court subscribes to either the "compelling interest" or
the "rational relation" standard. The discrimination is certainly in
vidious when one considers that the government does not just treat

P., ice
t'.
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the children unequally. but there is a pattern to its inequality, it pro-
vides the rich more and the poor less.

IV. The Protection of a Discrete Class of School Children,
Should Receive the Court's Special Solicitude.

Coons, Chine & Sugarman. 57 Cal. L. Rev. 305, 389-391, state that
there is a case for treating children as people in a victimized class. In
Brent v. Massachusetts, 321 U.S. 158, 165 (1944), the Court stated: "It
is the interest of youth itself, and of the whole community that chil-
dren be both safeguarded from abuses and given opportunities for
growth into free and independent well-developed men and citizens."

Under Title 1, we are not only dealing with children but a targeted
group of "educationally deprived children"poor children. And the
argument in favor of the children as a special handicapped class takes
on greater moment when considering that, within that class, special
funds are distributed to them based on state wealth.

This problem was considered in 82 Harv. L. Rev. 1065, 1124 (1969)
"Developments in the LawEqual Protection (a) Suspect Classifica-
tions":

"Consequently, when politically disadvantaged minorities arc
affected, the legislative judgment should be more critically re-
garde(' for such disadvantaged groups yield less influence in
legislative councils than their proportion in the population
would seem to warrant."

The footnote to the above quotation is also noteworthy:

"That minorities might be unable to find protection in the po-
litical process and that therefore the Court might appropriately
regard their interest with special solicitude was in fact sug-
gested by Mr. Justice Stone in his famous footnote to the
United States v. Carolene Prod. Co. 304 U.S. 144, 153 n. 4
(1938): '(P]rejudice against discrete and insular minorities may
be a special condition which tends seriously to curtail the op-
eration of those political tirocesses ordinarily to be relied upon
to protect minorities, att. which may call for a correspond-
ingly more searching judicial inquiry.' See Hobson v. Hansen,
269 F. Stipp. 401, 507.08 n 198 (l).D.C. 1967), aff'd. sub. nom.
Smut* v.-Hobson, No. 21, 167 (D.C. Cir. Jan. 21, 1969). In this
sense, those whose political strength has been diluted either by
lack of home rule as in Hobson or by malapportionment may
be seen as members of a disadvantaged minority. With regard
to the proper scope of judicial review, Eugene Rostow has re-
marked: 'The freedom of the legislatures to act within wide
limits of constitutional construction is the wise rule of judicial
policy only if the processes through which they act are reason-
ably democratic.' Rostow, The Democratic Character of Judi-
cial Review, 66 Harv. L. Rev. 193, 202 (1952)."

r..r r
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The above article added that race and lineage are such basic char-
acteristics "over which an individual has no control and for which
he should receive neither blame nor reward," supra at page 1127. How-
ever, Plaintiffs in Downs contend that there should be added to these
characteristics the targeted group of school children identified by an
Act of Congress. These individuals likewise have no control over the
manner in which the Title 1 monies are distributed and they should
not be blamed or disparaged by the Title I formula with respect to
the amounts allotted the targeted group living in Kentucky when
compared to those same targeted children living in New York.

V. The Due Process Clause of the Fifth Amendment Applies
to Invalidate the Title I Formula.

Despite the fact that the due process and equal protection clauses
are not always interchangeable as indicated in Bolling v. Sharpe. 847

U.S. 499 (1954), the present situation warrants invocation of sub-
stantive due process.

As it applies to the Title 1 formula the critical language in Bolling
v. Sharpe is as follows:

"In view of our decision that the Constitution prohibits the
states from maintaining racially segregated public schools, it
would be unthinkable that that same Constitution would im
pose a lesser duty on the federal government." supra.

The government would contend that because the equal protection
and due process clauses are not always interchangeable phrases (keep-
ing in mind that the equal protection clause is explicit and that the
due process clause is implicit, states Bolling v. Sharpe), that the hold-
ing in Bolling does not require that all federal laws adopted for le-
gitimate social purposes be subject to as strict an equal protection
analysis as state legislation under the Fourteenth Amendment. But
the government cannot show that legitimate social purpose is served
in Title I by classifying educationally deprived children according to
wealth.

Because of Bolling v. Sharpe, 347 U.S. 497 (1954) and Shapiro v.

Thompson, 394 U.S. 618 (1969). each of which cases fell on the heels
of similar cases from state jurisdictions under the Fourteenth Amend-
ment, the government could contend that, unless the case is a com-
panion case in a similar state situation, the due process clause cannot
possibly apply to the invidious discrimination fostered by the Title I
formula. This theory is, on its face, void of any legal merit. No cases
can be cited to support it and one could easily have stated that, since
Bolling v. Sharpe and Shapiro v. Thompson were decided in the 50's
and 60's, the law should not be otherwise in the 70's and 80's.

There are numerous cases outside the District of Columbia in
which the Courts have applied the Due Process Clause. To such cases
the Supreme Court has required that the state show a lack of any
other alternative to accomplish its legislative or regulatory goals. Cats-



128 School Finance in Transition

treaux v. Romney, 448 F.2d 731 (1971); Skinner v. Oklahoma, 316
11.S. 535 (1942); Yick Wo v. Hopkins, 118 U.S. 356 (1886); Griffin v.
Illinois, 351 U.S. 12 (1956) and Reynolds v. Sims, 377 U.S. 533 (1964).
Certainly here the federal government has the %Try reasonable al-
ternative of treating all the culturally deprived children equally by
allocating each the same amount of money.

The government may further argue that the Fifth Amendment is
not applicable to the safeguarding against discrimination based on
wealth and would state that the Plaintiff's' argument in Downs ignores
the Court's assertion in Bolling v. Sharpe, 347 U.S. 497 (1954), that
the guarantees under the Fifth and Fourteenth Amendment are not
coextensive.

But there are no cases to indicate that the Fifth Amendment guar-
antee of due process does not protect the interest of education when
discrimination is fostered on school children through an Act of Con-
gress which refers to said children as "educationally deprived under
a wealth classification."

It is true that the Equal Protection Clause in the Fourteenth
Amendment is more explicit than the Due Process Clause of the Fifth
Amendment. This simply means that what is protected by the equal
protection clause in the Fourteenth Amendment is not implied.

In Shapiro v. Thompson, 394 U.S. 618 (1969), the Supreme Court
applied the Due Process Clause in holding a one-year waiting period
for welfare assistance unconstitutional. Here the District of Columbia
waiting period I,' .1 been adopted by Congress as an exercise of fed-
eral power. As to application of the Due Process Clause the Court
said;

"In terms of federal power, the discrimination created by the
one-year requirement violates the Due Process Clause of the
Fifth Amendment. 'While the Fifth Amendment contains no
equal protection clause, it does forbid discrimination that "un-
justifiable as to be violative of due process" [Citations omit-
ted. For the seasons we have stated in invalidating the Penn-
sylvania and Connecticut provisions, the District of Columbia
provision is also invalidthe Due Process Clause of the Fifth
Amendment prohibits Congress from denying public assistance
to pour persons otherwise eligible solely (xi the ground that
they have not been residents of the District of Columbia for
one year at the time their applications are filed." 394 U.S. at
642.

While the situations die certainly not identical, the words of the
Supreme Court in Shapiro bear striking application to the Title I
formula, The targeted children in states, at or below the national
average, are denied equal Title I funds solely on the grounds that
they reside in a poor state. The elements of poverty and residence
are present in both situations.

This argument was reinforced in Gautreaux v. Romney, 448 F.2d
731 (1971). Here the United States Court of Appeals for the Seventh
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Circuit held that the Department of Housing and Urban Development
had knowingly acquiesced in Chicago Housing Authority's discrimi
tummy housing program. HUD violated the Fifth Amendment by its
approval and funding of segregated CHA housing sites. Although
Gautreaux involves racial segregation. it is nevertheless a clear ex.
ample of the power of toe courts to invoke the Due Process Clause
to prevent discrimination by an agency of the federal government.

The discrimination in the Title 1 formula bears striking parallel
with the Hobson cases, 2 F.Supp. 101, affirmed, sub nom. Smack v.
Hobson, 132 U.S. App. D.C. 372, 408 F.2d 175 (1965) en bane: Hob.
son v. Hansen, 327 F'.Supp. 844 (1971), emanating from the District
of Columbia. In both situations the court invoked the Due Process
Clause of the Fifth Amendment to hold racial and economic discrimi
nation in the District of Columbia public schools unconstitutional.
The first Hobson case in 1967 did not require equal expenditures
among the schools of Washington, D.C., but assumed the other por
lions of its decree requiring desegregation and proscribing tracking
of students would have the secondary effect of equalizing the overall
resource allocation among the District's public schools. The financial
equalization of expenditures did not, however, come about automati-
cally. In 1970. the plaintiffs in Hobson 11, 327 F.Supp. 844, (1971)
requested a specific remedy to alleviate the disparity in per pupil ex
penditures which continued to exist. The court found a pattern of
higher expenditures per pupil among the schools in the more affluent
sections of the District. In arriving at this finding the court merely
analyzed the expenditure patterns, in much the same pattern as under
Title 1, and concluded that:

". . . these figures make out a compelling prima facie case that
the District of Columbia school system operates discrimina-
torily along racial and socioeconutnic lines (emphasis added)

The words "socio.economic" are emphasized because of their obvi.
ous applicability to the children discriminated against under Title 1.
In the District of Columbia the schools in the wealthier areas of the
city had both higher expenditures per pupil and also higher achieve
ment test scores, Hobson v. Hansen, supra, p. 858. The Court in Hob.
son not only invoked due process of the Fifth Amendment to hold the
District's financing stem unconstitntional, but it further proposed a
remedy which mandated that the school board not deviate more than
five percent front the mean per pupil expenditures for teachers' sala.
ries and benefits. The situation in the District of Columbia is to a
great extent a microcosm of the nation as viewed in Downs v. Mar.
(and. It should lie again pointed out that the high expenditure and
wealthy states of the North and West are also the high achievement
states, indicating a nationwide pattern of affluence, hip expenditures,
and superior knowledge which is reinforced and increased by the
Title I formula. herefoe, there is substantial reason to invoke the
"Due Process Clause- of the Fifth Amendment to correct this grave
and invidious discrimination,

130



130 School Finance in Transition

THE GOVERNMENT'S RATIONALE FOR TREATING
EDUCATIONALLY DEPRIVED CHILDREN UNEQUALLY

In Downs v. Marlaiul, the government advanced three basic rea-
sons in attempting to constitutionally justify the Title 1 formula.

The first and foremost argument is that "it costs more to provide
the same attention to the deprived child in a high cost of living state
than it does in a low cost of living state." This is the same argument
advanced by many wealthy school districts, when faced with the ne-
cessity to defend their educational affluence. Even though one might
perceive this to be true in the district, there is simply no evidence
to indicate that the poor state with low expenditures has as good an
educational program as a rich state with high expenditures. In McIn-
nis v. Shapiro, 293 F.Supp. 327, 331 (1968), the federal district court
commented that: "Presumably, students receiving a $1,000 education
are better educated than those acquiring a ,4;600 schooling."

Certainly, it would be foolhardy to maintain that less money
would result in better education. Only last year, an Associate United
States Commissioner of Education in a speech before the Great Cities
School Council effectively denied the government's contention that
richer states should receive more because they have an alledged higher
cost of living. He said:

"Wide variations in school expenditures exist within and
among states. These variations often result from the differences
in financial resources available to different communities . . . .

Although research has not demonstrated the precise relation-
ship between the amount of money a community spends on
education and the quality of its schools, it is assumed that larger
expenditures generally eoduce better education." (emphasis
added) Duane J. Nlatthefs, The Emergency in School Finance,
Council of Great City Schools, March 15, 1972, Washington,
1).C., p. 4.

The Associate Commissioner's refutation of government's cost of
rising argument is echoed by a federal district court in Hargrave v.
Kirk. 313 F. Supp. 944 (1970); vacated and remanded on other
grounds sub. nom; Askew v. Hargrave, 401 U.S. 476 91 S.Ct. 856 (1971),
the Court said:

"It may be that in the abstract the difference in dollars avail-
able does not necessarily produce a difference in the quality of
education. But this abstract statement must give way to proof
to the contrary."

With most of the poorer low expenditure states in the South, and
the wealthier, high expenditure states in the North and far West, it
would be logical to assume that if the government's argument is true,
that the educational systems of these areas of the country would be
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equal in quality and product regardless of expenditure. In other
words, the difference in the expenditures lies in the high cost of Hy-
ing rather than in superior educational programs. This assertion is
contradicted by data from the famous Coleman (James S. Cole-
man, et al., Equality of Educational Opportunity, U.S. Government
Printing Office, Washington, 1966, pp. 219.220) report. Regard-
ing the pupil achievement in the North. West and South. the study
said:

"The regional variation is rather consistent for both Negroes
and whites. Consistently lowest for both groups is the nonmetro-
politan South. Consistently highest is the metropolitan North.
In general, both whites and Negroes show higher achievement
in the North and West than in the South and Southwest, and
higher achievement in metropolitan areas than outside metro-
politan areas."
"The regional variation is much greater for Negroes than for
whites. The achievement disadvantage suffered by whites as a
result of living in the rural South compared to the urban North
is three or tour points in the standard scores, or about 15 per-
centile points in the distribution of white scores. The achieve-
ment disadvantage by 12th grade Negroes as a result of living
in the rural South compared to the urban North is seven or
eight points in the standard scores, or about 30 percentile
points in the distribution of Negro scores."

This study suggests that wealthier, high expenditure, northern
states are also the states with better education programs and products.

The Bureau of Labor Statistics of the U.S. Department of Labor
has no data to support the cost of living argument by the government
(See: The Consumer Price Index, A Short Description, 1971, U.S. De-
partment of Labor, Bureau of Labor Statistics). The Bureau produces
no Consumer Price Index for any state. About the only data which
are available are between and among metropolitan areas. Coleman's
data however, would indicate that it is metropolitan areas which
have the highest pupil achievement. (John E. Coons, William 14.
Clune, III and Stephen D. Sugarman, Educational Opportunity: A
Workable Cons!itutional Test for State Financial Structures, Vol. 57
Calif. L. Rev. 305, April, 1969, p. 310. See also: Bowles and Levin,
The Determinants of Scholastic AchievementAn appraisal of Some
Recent Evidence, 3 J. Human Resources, (1968] have commented:
"Thus far, no one has come near demonstrating the actual cost-benefit
relation of educational expenditures."

The data today just Jo not support the cost of living interest ad-
vanced by the government to justify providing more funds to wealthy,
high expenditure states. All evidence, in fact, is to the contrary, where
we find high expenditur.i, we also find better education and superior
educational products. From the evidence, or lack of it, no one can
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rationally assume that more dollars do not buy a better education
or that less dollars buy au equivalent education.

The second argument advanced by the government is that the
Title I formula operates as an incentive for states to appropriate
more state and local resources to public education. This assertion
could be true except for two obvious facts to the contrary, the first
of which is the formula itself. Under the formida a ::fate can now
reduce its expenditure to nothing and it will still get the national
average. Incentive is, therefore, obviously not a rational defense be-
cause the formula itself contradicts this purpose. If incentive were the
justification, the formula would only be an incentive for those wealthy
states already above the national average. As for the poor states, it
is not reasonable for the Congress to assume or by formula attempt
to force the states of Kentucky or Mississippi to put forth nearly twice
the fiscal effort of the wealthy states to raise equivalent expenditures
per pupil. To place such an imposition on the poor state is not fair
to the school child or the taxpayer.

The second reason that we can safely assume that the basic Title I
formula was not intended to be an incentive grant is that the Con-
gress, in fact, enacted a separate provision in the Title I law to pro-
mote incentive. This portion of the Act was Part BSpecial Incen-
tive Grants, 20 U.S.C. 241d. If the Congress intended the basic grant
to he an incentive grant, why did it feel it necessary to provide an-
other separate, unrelated formula to encourage state incentive? tinder
this provision. which is strictly designed to encourage tax effort, the
fiscal ability of the state is taken into account. This is accomplished
by establishing an effort index not only from expenditures, but also
the personal income of the state. This formula effectively holds wealth
constant and rewards the state's true tax effort for education. It does
not simply give the rich states more because they spend more as does
the basic Title I grant provision which is under contest here.

Wealthy states in many instances, have low fiscal effort for educa-
tion, but have comparatively high expenditures. In fact, nationwide,
there is a tendency for the poorer states to put forth greater effort for
education than the wealthy states (Kern Alexander and K. Forbis
Jordan, Constitutional Reform of School Finance, Lexington Books.
Lexington, Massachusetts, 1979, p. 89. See also: Serrano v. Priest, 96
Cal. Rptr. (101, 487 P.2d 1241, 1252 [1971j). To simply give more
money per child to the high expenditure states does not encourage
effort, it simply gives more money to the wealthy than to the poor.

The government further contends in Downs that the formula, as
now derived, is "a pragmatic one from the Federal Government's
point of view." At the outset, it should be observed that pragmatism
itself is not necessarily reasonable nor rational. It is undoubtedly true
that school segregation, Brown v. Board of Education of Topeka, and
nonreappoctionment, Baker v. Carr, were politically pragmatic but
certainly not constitutional. Be that as it may, the government in de-
veloping the "pragmatism" argument poses the hypothetical that "If,
for example, the Title I grants were awarded on an increasing basis
as the level of state expenditures decreased, the most economic and
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efficient state results would be reached by providing as little as pos-
sible for education, shifting the burden to the Federal Govermnent."

This example completely misses the mark; the situation drawn
and the conclusion reached are unrelated to the constitutionality of
the issues raised. For instance, the plaintiffs in Downs v. Mar land
have never contended to assert a right to more money because they
attend school in a low expenditure state. It is clear from the purpose
of the Title 1 torniula that it was not intended to relieve state and
local taxes, and the plaintiffs in Downs v. Marla;id would certainly
anTee that the Title I formula should not be used to this end. They
do not ask that educationally deprived children in poor, low expendi-
ture states he given more money than their counterparts in wealthy,
high expenditure states; they simply plea that educationally deprived
children be treated equally. regardless of where they live or the eco-
nomic condition of their state. The Downs children, as equals, seek
only to be treated equally.

WO' l'N 'E

I. As out-migration of educationally deprived children has occurred, some states
have faced the possibility of having an ti%ecall reduction in total Title I resources.
In 1967 a "floor" provision was placed in the Title l law which guaranteed all
states would receive at least as much as they received in the base year of 1967
until appropriations reached the $1.5 billion level. Section 144, Public Law 89-10.

In addition, in 1967, a temporary one-year amendment was attached to the ap-
propriation bill, not to the body of Title t formula, which, also, guaranteed that
"No state shall receive less than the amount expanded during the previous year."
(Public Law 89.697.)

The provision providing a base allocation of at least the 1967 amount was
soon out of date and the states with out-migration were unable to change the
basic Title I formula. so each year they fought to amend the appropriation bill
with the "fail safe" clause. In 1968, the provision was attached which provided
"No state shall receive less than received the previous year." (Public Law 90.132.)
In 1969 another temporary "floor" was attached to the appropriations bill, this
time providing that "No state shall receive less than 92 percent of the money re-
ceived the previous year." (Public Law 90-557.) In 1970 the language was the same
as the 1968 provision. (Public Law 91.204.) In 1971 the amendment guaranteed
no state would receive less than in 1968. (Public Law 91-380.) In 1972 a similar
attempt to amend the appropriat4ms bill was made but was challenged on the
now on a point-of-order, (Public Law 92-480.) Following this the guarantee was
salvatted by a supplemental appropriation in Public Law 92.148. There are no
"floor" provisions in the law for 1973 other than the original Section 144. Public
Law 89-10 provision in the basic Title I law which guaranteed a 1907 minimum
level of funding for each state.
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Recent Court Decisions and School
Capital Outlay

WILLIAM R. W1LKERSON AND W. MONFoRT BARR

School of Education, Indiana University, Bloomington. Indiana.

"lf we think there are inequities in state systems for funding
current expenditures of public schools, wait until we examine
the way we finance school buildings!" Governor Calvin Ramp-
ton, address to Utah Conference on School Finance, April, 1972.

Governor Rampton spoke with full knowledge that in half of the
states in the nation funds available for school buildings and debt
service were a function of the wealth of a child's parents and neigh-
bors. Governor Rampton also indicated awareness that school facili-
ties affect the quality of a child's education.

Literally hundreds of decisions in courts of record chart the guide-
lines regarding the issuance of bonds for school building purposes and
the acquisition of school property. Many of these decisions reflect the
conventional wisdom of the nineteenth century. During the last half
century a number of decisions have centered around Jchool construc-
tion by state or local school building authorities, leasing of facilities,
and lease purchase. Our interest today, however, is not in these deci-
sions. Rather it is in the broad area of state and local funding of
public schools. with particular attention to the implications for capi-
tal outlay financing of recent "landmark" court decisions in Califor-
nia, Minnesota, Texas, New Jersey and other states. Alexander and
Jordan have referred to these as second generation decisions. The cen-
tral theme of these decisions is that the quality of a child's education
cannot constitutionally be contingent upon the wealth of the local
school districil

Shannon has referred to these decisions as the "Western Tide" of
131
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public school financing reforni.2 While none of these decisions has
become the "law of the land" as yet, the "Serrano theory" of school
finance first clearly expressed in the California case of Serrano v. Priest
has palmated recent decisions.

One charateristic of the recent "landmark" court. decisions and
other cases awaiting decisions is their preoccupation with current op-
crating costs ;mil their virtual exclusion of consideration of the costs
of other programs and the whole gamut of costs of school services.

Vise calls attention to some of the exclusions which characterize
financial data presented in recent court decisions. Current expenses
for the operation of the instructional program exclude such items as
pupil transpirtation, school lunches, debt service, capital outlay, and
lease rental payments. I During 1971.72 capital outlay and interest
on school debt in the nation's public schools exceeded $13 billion, a
sizable exclusion which can not long be ignored.

All states except Hawaii have consistently violated the basic con-
cept that the costs of all public school prop ams and services are an
integral part of our state and local public school finance systems. The
concept has been equally violated in the recent landmark court de-
cisions.

Rossmiller has pointed out that there can be little doubt that the
quality of buildings and equipment available to support a child's
education affects the quality of educational opportunity offered to
the child.4

Another series of court decisions has implications for state and
local funding. The desegregation cases, particularly the Richmond,
Virginia, decision which ;las been appealed to the United States Su-
preme Court. have implications for state and local systems of public
school financing of school facilities, debt service, and busing. The prec-
edent shattering decision of Federal District Judge Robert H. Mei%

hige, Jr., ordered the merger of the school systems of Richmond, Vir-
ginia, and two neighboring counties. An attorney for the defense re-
garded the decision as of major importance, since it offered a way of
equalizing funds between cities and suburbs!.

The recent action of the United States Supreme Court in over-
turning the Rodriguez (Sail Antonio, Texas) decision may at first
glance appear to classify the second generation court decisions as moot.
This is not necessarily true. The inequities which these decisions at-
tacked still remain. State and local finance policy may not be uncon-
stitutional, but it remains inequitable and immoral. Presumably re-
lict must be sought by legislative action and not through judicial
review.

Let us now turn our attention to a summary of the inequities of
financing capital outlay and debt service and among the states.
This will be followed by applitation of the theory developed in recent
court decisions to the state and local funding of school facilities and
equipment and related debt service and/or lease-rental obligations.

Table 1 shows that only 25 of the 50 states were allocating state
funds to local districts for either construction or debt service. Only
three states were sharing per pupil costs for capital outlay at the 50

rib
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TABLE I

PERCEN 1. (ii! S I ATV SUPPORT OF CAPITAL OtrrLAY, 1968.1969

Slate
Capital
outlay

Perrelif
state support

is of
capital outlay

-^

Rank

---_-__
Shit f' SUPPOrf
(capital outlay

debt service)

Hawaii $188.43 $188.43 100.0 1

gentucky 45.74 32.45 70.9 2
Condecticut 53.78 28.12 52.3 3
Vermont 102.45 49.60 48.4 4
Delatare 282.91 1;18.35 48.2 5

Indiana 86.96 41.42 47.6 6
Florit:a 97.08 44,45 45.8 7
Georgia 63.35 27.93 44.1 8
New York 144.15 59.46 41.2 9
South Carolina 72.79 27.16 37.3 10

Pennsylvania 67.54 23.14 34.3 11
Massachusetts 71.15 22.79 32.0 12
Maryland" 218.29 64.38 29.5 13
Mississippi 57.12 12.18 21.3 14
New Hampshire 104.53 21.35 20.4 15

'Tennessee 61.91 12.43 20.1 16
New Jersey 122.04 21.80 17.9 17
Washington 105.00 17.15 16.3 18
Maine 113 9.8 18.12 16.0 19
Rhode Island 164.20 25.91 15.8 20

North Carolina 53.96 7.60 14.! 21
Utah 127.93 14.89 11.6 22
Alaska 286.14 23.87 8.3 23
Alabama 46.98 2.49 5.3 24
Missouri 109.58 2.02 1.8 25

Source: NEFP, National Capital Outlay Study and NEA Estimates of School
Statistics. The above table is supplemeutal to tables appearing in Barr, W. M.; Jot,
dan, K. F.; Hudson, C. C.; Peterson, W. J.; and Wilkerson, W. R., Financing Public
Elementary and Secondary School Facilities in the United States, Bloomington, Indi-
ana, June, 1970.

Amount per pupil.
"Maryland initiaml full state funding of capital outlay in 1971.
Other states reported no grants for capital outlay or debt service.

percent level or better; nine of the 25 states were granting less than
25 percent of capital outlay costs.

Capital outlay and debt service requirements vary much more
widely among school districts within a state than do requirements for
current expenditures. The fact that 25 states do not share at all in
the funding of these essential elements indicates extreme disequaliza-
don of both lord fiscal capacity and local tax burden.

,01 #.1
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ANALYSIS OF REPRESENTATIVE
EXISTING STATE PROGRAMS

State programs for financing school 'construction or debt service
can be generally categorized as follows:

1. Total state support.
2. Construction grants based upon a fixed or variable percentage

of approved project cost.
3. Construction or debt service grams which are closely related to

or part of, a foundation program.
4. Flat or variable grants ior debt service.
5. State loan programs.
6. No state participation.

Total state funding programs, such as those now existing in Ha-
waii and Maryland, probably can satisfy all of the requirements of
fiscal neutrality if local debt service is also assumed by the state. Let
us examine data from selected states which use differing methods for
funding school buildings.

Delaware. Delaware's program for financing school construction
was analyzed recently in an NEFP study.6 Delaware has, for several
years, granted 60 percent of approved project costs to local districts,
v.:0. the local snare obtained from bond issues. Even with relatively
heavy state support, the following key findings point out that equali-
zation was not attained.

1. While the typical Delaware school district had sufficient local
debt leeway to permit construction of needed buildings, leeway was
not uniform and some poorer districts could not raise the required
local share because of the debt limitation of ten percent of assessed
valuation. With average per pupil debt leeway for all districts valued
at 100, leeway range, expressed as an index number, ranged from a low
of 12 to a high of 206. Expressed in dollars, the range was $101 to
$1,735 per pupil.

2. The range of debt service tax rates was from 60 to 4F 90 per
$100 of full valuation,

3. As might be expected, rich districts typically had high bonded
debt per pupil, relatively low debt service tax rates, and high debt
leeway. The reverse was generally true for poorer districts. Variations
in prior effort and in need for facilities were other significant determi-
nants of a given district's standing with respect to debt, leeway, and
tax rates.

Kentucky. The Kentucky program provides for allotment of $1,$00
per classi oom unit as part of the foundatio Program. Local districts
may use these funds for construction or debt ser.ice, and in certain
cases, for current operation purposes. Local districts may also estab-
lish a special voted building levy, and may allocate current operation
funds fur construction.

13
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Two recent studies of the Kentucky program provided the follow-
ing findings:7. "

1. There is wide disparity among districts in terms of bonding and
tax leeway and in terms of local effort.

2. Some districts, particularly those with rapid increases ,n enroll-
ment, have little means to finance needed projects even with heavy
local effort.

3. Other districts have little need for new construction and receive
more money from the state than is needed for construction or debt
service.

4. Capital outlay funds are frequently transferred to the general
fund, primarily by districts who did not have immediate building
needs.

5. The state was assuming nearly 80 percent of the costs of cur-
rent operation but less than 40 percent of the costs of school construc-
tion and debt service in 1970-71.

6. The bonded debt per pupil ranged from 0 to $1,958. Debt lee-
way ranged from $66 to $1.384 per pupil.

7. Local willingness to incur debt or to establish special voted
building funds was instrumental in determining local capacity.

Indiana. Hat grants of S40 per pupil are allocated to each Indiana
school district, with proceeds to be used for debt service. Excess funds
not needed for debt service may be used for current operation. Analy-
sis of 1971.72 statistics for the ten wealthiest, ten poorest, and 20 dis-
tricts with approximately average wealth revealed the following:

1. The median debt service tax rate for the ten wealthiest school
districts was zero, for average wealth districts was 420, and for the
poorest districts was $1.13 per 5100 of taxables.

2. The range of total tax rate for school building purposes for the
40 selected districts was zero to $2.56 per $100, with poorer districts
having higher rates. Debt per pupil ranged from zero to $2;690. The
district with highest debt per pupil. one of the wealthy districts, had
a total school building tax rate of only 770.

Hile,9 in his 1971 study, listed the following among major findings
in his analysis of the Indiana program.

1. Ninety-one districts (of 301) had debt service requirements
which were less than the amount granted by the state. Approximately
22 percent of the flat grant funds was used for current operation; In-
dianapolis allocated more than $2 million of grant proceeds to op-
eration.

2. Local tax effort for facilities ranged from zero to $3.36 per $100.
Illinois and Iowa. Loud school districts in Illinois early virtually

the entire burden of school construction financing, since grants are
made only for special education facilities. Districts which have ex-
hausted their bonding power can obtain loans from the state.

liattint" observed, after studying a sample of 134 Illinois districts,
that median per pupil expenditure for debt service 1..as $42.14 with
a range of zero to $223.21.
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Whiten studied school construction financing in Iowa, where local
property taxation 1111111tilICti all hinds for capital outlay and debt serv-
ice. Iowa, in addition to restricting percentage of debt in relation to
assessed valuation, also limits the funding of debt service. Among his
findings were:

I. Seventeen of the 453 school districts had no debt service. The
highest per pupil expenditure was $154.39, while the median was
S50.47. All of the districts with no debt service had above average
assessed valuation and below average enrollment.

2. The wealthier school districts spent more per pupil for debt
service than did the less wealthy.

3. The tax rate necessary to fund the state average debt service
per student ranged from 1.3 mills to 9.7 mills with the poorer districts
needing to exert greater effort.

Summary. This admittedly cursory examination of data from se-
lected states utilizing varying programs for financing school buildings
shows that none of the programs do very much toward achieving
equalization of either local tax effort or ability to finance needed con-
struction.

IMPLICATIONS OF THE SERRANO
THEORY FOR CAPITAL OUTLAY FUNDING

Funding .1 public school facilities clearly violates the principle
that the level of spending for a child's education may be a function
only of the wealth of the state, not of the school district in which that
child happens to residea principle which the United States Sppreme
Court struck down in its recent decision. Possible exceptions exist in
Hawaii and in Maryland. None of the "landmark" court decisions
have been concerned with the state and local finance systems for fund-
ing construction of facilities, debt service, or lease-rental payments.
Plaintiffs' contentions were confined to consideration of funding cur-
rent operating expenses of public schools.

California. Let us consider the Baldwin Park Unified School Dis-
trict and the Gorman Elementary District in Los Angeles County,
California. The local property tax base in 1968.1969 was $147,902
per pupil in average daily attendance in Gorman District and was
$3,706 in Baldwin Park, a ratio of 0 to 1. The basic state aid and
equalization aid to California school districts is not available for
capital outlay and debt service funding. The state loan plan is avail-
able to "poor" districts and could result in eventual forgiveness of
part of the loan in districts such as Baldwin Park. However, there is
no way that inequities in the quality of facilities as well a!, of programs
can be avoided, using conventional California financing.

Texas. The seven San Antonio school districts, in Bexar County,
Texas, showed! a 9 to 1 range in local assessed valuation per student.
Texas has no state grant or loan program for school facilities. Con.
sequently the 9 to 1 ratio in local wealth results in unmitigated in

.10
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equities. The range among all school districts in Texas was from
$71,311 assessed valuation per pupil to $1,581, a range of 45.1 to 1.
Since capital outlay and debt service are a function only of local
wealth in Texas, the inequity in financing is readily apparent.

Even though the Rodriguez decision was not upheld, extension
of the theory to statelocal funding of facilities and attendant debt
service may he anticipated. What would be the probable effect?

1. Full state funding of capital outlay and debt service might be
required.

2. Alternative funding plans may be considered, ranging from
power equalizing through percentage equalizing to a federal surtax.

3. State bonding might supplant local bonding.
4. Reorganization of local school districts will undoubtedly result.
5. Local control of school construction decisions may be further

eroded.

Application of Serrano theory to the funding of school facilities
or attendant indebtedness will necessarily encounter problems which
may differ from those encountered in financing current operating
programs. Rossmiller has pointed out some of the complications which
may affect full state funding of school facilities.'? The measurement
of need may include depreciation, approved project cost, or debt
service.

1. Need varies among districts.
2. Need does not occur in regularly predictable patterns.
3. Facilities are entirely locally financed in many states.
4. Bond ratings vary among districts.
5. Debt can smooth the tax burden.

Approximately 35 states have had some experience with state
participation in financing school construction through grants, loan
plans, or authority financing. Other states have simply depended on
local financing of public school facilities.

Per pupil expenditures for capital outlay in 1968.1969 ranged from
about $45 per pupil in average daily attendance in Arkansas to about
S286 in Alaska. The range within a state was from zero to several
hundred dollars per pupil. State support ranged from zero to ap-
proximately 70 percent, excluding Hawaii. Local support ranged from
zero in Hawaii to 100 percent. These wide variations indicate the
complexities of applying Serrano theory to funding public school
construction. The appropriate relief seems to be full state funding
of public school capital outlay and debt service,

A FINANCE MODEL
Special Study No. 7 of the National Educational Finance Project

suggested eight models for financing capital outlay. Program No. 5 was
entitled State and/or Federal Assumption of School Building Costs."
A possible adaptation of this model would be the inclusion of exist-
ing debt hervicc as well as of construction costs.

111
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Suggested operating procedures of the above full state funding
model included:

1. The state wouli be authorized to fund the costs of approved
twmtruction projects and of existing debt service.

2. Local school districts would develop and submit plans for the
construction project to the state education agency for review and ap-
proval.

3. Upon approval by the state. funds would be advanced by the
state to local districts for site purchase and architectural and engineer-
ing fees.

4. Total project cost would he determined as a result of bids and
contracts.

5. The local school district would be responsible for the construc-
tion program.

6. A schedule for disbursement of the grants would be drawn up
by the state in accordance with the construction schedule.

7. The local district would be responsible for payments during
construction, final acceptance of the completed project, and final pay-
ment upon completion, using granted funds.

Among the positive features of the full state funding model would
be:

1. Only needed projects at logical attendance centers would be
funded.

2. Full state funding would meet the requirements of equitable
financing.

3. Local school districts would retain the responsibility for plan-
ning and operating the school facility.

4. Sulyttitution of state for local credit would reduce interest costs.

Among the negative features would be:

1. Local decisionmaking might be eroded.
2. Local leeway for innovative features could be curtailed.
3. The state budget would hear the impact of costs associated with

school facility construction.
4. Prior local effort would not be rewarded unless debt service

was included in the program.
5. Local decision-making without local fiscal responsibility might

he unwise public policy.

SOURCE OF FUNDS

If state funds are to be allocated, what are appropriate sources
4)f funds?" Among those readily apparent are:

1. A state-wide property tax.
2. State bond issuesgeneral obligation or revenue.
3. Allocations from the general fund,
4. Earnings on investment of state funds,

6.11..'11#1
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5. Increased rates on existing state taxes.
6. New state taxes.
7. Federal funds.
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RECENT COURT CASES
In a 1972 lower court case Jensen v. State of Indiana, unequal dis-

tribution of funds within a school district became an issue. The ratio
of funds among Indianapolis high schools ranged from 2 to 1. The
same situation occurred in Hawaii where "equal dollars-equal schol-
ars" was not the rule.

Even with their emphasis on equity the recent court cases did not
stipulate several principles. 1. The property tax was not outlawed
for school purposes. 2. Equal expenditures per pupil were not re-
quired. 3. The relationship between quality of programs and expendi-
ture pet pupil was asserted but not proved. 4. Full state funding was
not required. 5. Total school expenditures were not taken into con-
sideration.

Regardless of the disposition of the Rodriguez case, the current
controversy will eventually result in changes in existing state-local
funding of public schools. The concepts expressed by Coons, Clune,
and Sugarman are provocative, and will have their influence in legis-
lative halls as well as in the courts. (Our present systems of state-local
funding of courts may be constitutional but they are certainly in-
equitable.) As researchers and leaders in school finance theory it is
our obligation to strive for equalization of educational opportunity
and for equitable funding in every -tate in the nation.
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The Maryland Experience: Full State
Funding of Capital Outlay

ALFORD R. "SKIP" CARLY, JR.

Executive Ditetor. Maryland Public School cunitucliou plogrum,

Any discussion of Maryland's program of full funding of public
school construction can be fruitful only through a general under-
standing of the totality of the State program; that is, how it developed,
what it provides, how it differs from previous State-aid programs for
construction, and how it is administered.

Prior to July I, 1967, State aid for assisting the Maryland local
sub-divisions with schoolhousing consisted of the State paying $70
pi.; new pupil in the system and $22 per continuing pupil to the ex-
tf:nt that this amount exceeded the yield from a tax of 5 cents per
hundred dollars of assessed valuation, obviously an inappropriate
amount of aid for construction costs in the 1960's.

Beginning on July 1, 1967, the State of Maryland began to share
in the costs of school construction in a manner somewhat Imilar to
its sharing in the current expense operations of public schools, but at
a SO% level. The formula for this aid was relatively easy to use but

difficult to explain; nevertheless, I shall try a capsule summary.
Each construction project was sired according to the number of

pupils it housed. The amount of the construction costs to he shared
by the State was then determined as the product of "pupils housed"
and $1500 discounted by 20'';,. The $1500 was a 1967 estimate of the
cost of providing educational space for one pupil. Again, this was an
inappropriate amount for construction costs in the 1970's. Under this
sharing plan, no local subdivision received less than 35% of the cal-
culated amount per construction project, and some of the less wealthy
counties received as much as 70% State aid. I think it is worthy to note
that the State of Maryland did not share at all in those costs of con-
struction which exceeded S1500 per "pupil housed."

/45



146 School Finance in Transition

In addition to sharing in the costs of construction, the State also
shared in 80% of the outstanding debt repayments of the local sub-
divisions for construction projects underway prior to July 1, 1967,
the date when the construction aid just described became effective.

The amount of State aid generated by the above formulas and dis-
tributed to the local sub-divisions for Fiscal Year 1968 through Fiscal
Year 1971 was found to be inadequate and unrealistic in terms of
present-day construction costs. During 1970, a commission appointed
by Governor Mandel, under the Chairmanship of Senator Harry
Hughes, studying the overall problem of financing education reached
the conclusion at the end of their study that the State of Maryland
could not then afford to assume all of the costs of public education.
The commission recouunended that as a first step in the movement
toward greater State aid consideration should be given to the full
funding by the State of the construction programs of the local educa-
tional agencies.

Such a program was recommended by Governor Marvin Mandel
in his State of the State message of February 1, 1971; and during the
General Assembly, two acts were passed: (1) establishing the public
school construction program, and .(2) authorizing the sale of State
bonds to the extent of 150 million dollars to finance the first 17
months of the program. This legislation increased State aid from a
program of sharing in 80% in the first $1500 per pupil of the costs
of construction to a 100% share of all construction costs, as well as,
100% of the costs of retiring outstanding bonded indebtedness exist-
ing on July 1, 1967. With this assumption of costs, the local govern-
ments would no longer need to sell local bonds for school construction.

The legislation establishing the State bond authorization of 150
million dollars was a standard State bond bill, with the required pro-
vision for a State real estate tax to guarantee retirement of the bonds.
Historically, Maryland has been able to meet its annual obligations
without use of this taxing authority. The legislation which established
the program is unique and is worthy of examination in some detail.

Most legislation establishing State-aid programs specifies the for-
mula for distribution of the State aid and describes rather specific
parameters for the program operation. However, the bill which es-
tablished the Maryland Public School Construction Program gave
authority and responsibility to the State Board of Public Works to
establish the rules and regulations which would determine the pa-
rameters of the program. As in most states, the State Board of Edu-
cation (under Public School Law) is charged with full responsibility
for the administration and supervision of public schools including
construction. In effect, the new legislation said that the State Board
of Public Works rather than the State Board of Education would es
tablish the rules and regulations for schoolhouse construction; and
if there were any conflict with existing legislation, the action of the
State Board of Public Works would prevail.

To implement Chapters 624 and 625 of the Acts of 1971, Governor
Mandel appointed a committee of 15, chaired by Lieutenant Governor
Blair Lee, to recommend rules and regulations. The rules and regular
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dons adopted by the Board of Public Works on June 29, 1971 were
.substantially those recommended by Lieutenant Governor Lee's Com-
mittee.

The rules were as follows:

1. Establish an interagency committee to administer the program,
said committee consisting of the State Superintendent of Schools as
Chairman and the Secretaries of the Departments of General Services
and State Planning,

2. Provide for an annual and a projected 5-year capital improve-
ment program for each local subdivision,

3. Establish eligible expenditures as:

a) construction costs of instructional, administrative, and auxil-
iary support buildings,
b) purchase or lease of facilities, including transportable build-
ings, when such is necessary to meet short-term needs,
c) costs of renovation or remodeling of existing school buildings
when deemed by the Interagency Committee to he other than
mere maintenance or repair,
d) architectural and engineering fees to the extent of the State
Fee Schedule.
e) costs of capital equipment and furnishings necessary in elac-
ing a building in operation (with the Interagency Committee
to determine those items eligible for purchasing from bond
monies),
f) costs of on-site development,
g) costs of physical education facilities with a 1A1 limitation of
State assistance for the construction of swimming pools,

4. Define as ineligible expenditures those operational costs of:
a) program development or inspection of construction projects,
b) purchase of site,
c) off -site development,
d) remodeling of stadiums, and lighting systems for outdoor
athletic fields,
e) fine art embellishment,
f) exclusively noneducational use portions of building,

5. Assign responsibility to the Interagency Committee to review
and approve site acquisition proposals, plans and specifications for
projects, contract awards (including change orders),

6. Provide for the right of appeal of commitee decisions to the
State Board of Public Works,

7. Subject employment of architects to State approval,
8. Provide for a monthly advance of funds based upon a prior

approved schedule of payments,
9. Authorize the Department of General Services to contract with

the local educational agencies for assistance in carrying out a school
capital improvements project, and finally,

10. Provide for emergency funding when a school building is
lost from fire or other disaster.
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To describe how it functions in accordance with the Rules, Regu-
lations and Procedures for the Administration of the Public School
Construction Program in the State of Maryland, you must understand
the tripartite agency designated to administer the statewide school
construction program known as the Interagency Committee on School
Construction. The Secretaries of the Departments of Planning and
General Services and the State Superintendent of Schools are repre-
sented by designees who act for them in the day to day operations of
the agency under the direction and supervision of the Executive Di-
rector who represents the State Board of Public Works. The Com-
mittee meets on a monthly basis and passes on the recommendations
of the Executive Director and designees as to approvals of architects,
sites, drawings, contracts and matters of policy.

Each fiscal year the local boards of education submit a capital im-
provement program for their respective subdivision. These individual
programs are reviewed by the Committee staff and a statewide con-
struction program is recommended to the State of Maryland Board of
Public Works. After review and approval by the Board of Public
Works, a bond bill is prepared for the State Legislature to act upon.
The Legislature authorized bond bills of 150 million in 1971 and
300 million for 1972 and at the present time a 220 million bond au-
thorization bill for 1973 is pending before the Legislature. You can
see the magnitude of this program-670 million in three years with a
projection of almost a billion dollars for construction in five years.

The State of Maryland School Construction Program was designed
to allow the greatest amount of initiative and control at the local level
in the development of school facilities. The local education agency
is responsible for the initiation of the project; the development of
educational specification; the selection of sites and architects; the
bidding and awarding of construction contracts. In the case of the
architectural and construction agreements, the local educational
agency is the Owner. The local education agency retains title to the
site and the completed facility; the State agencythe Interagency
Committeeis responsible for review and approval of all steps in the
construction process of a facility.

The agency is staffed with 32 peoplemost of them professionals
architects, educational consultants and planners.

The responsibilities of the three agencies involved in the pro-
gram, Education, State Planning and General Services are as follows:

1. The Education Section is primarily responsible for development
of educational specifications, the architectural program and the con-
cepts leading up to and including the schematic design of the project.
Nluch of this development work is done in the field in conjunction
with the local educational planning staff.

2. The Planning Section is primarily responsible for the develop-
mein and up-dating of the master plans for education of each sub-
division, the annual and five year capital improvement programs, the
verification for the location and siting of schools and other demo-
graphic data.



Capital Outlay in Maryland 149

3. The General Services Section is primarily responsible for the
review and approval of the design development and construction
drawings, fire and building code requirements, contract reviews, and
recommendations for contract award approvals.

The responsibilities of the Executive Director include direction of
the entire stall and operation of the Agency on a daily basis. He rep-
resents the Committee at all Legislative hearings relating to school
construction and is responsible for any administrative bills relating
to school construction such as the bond bills. He is directly responsi-
ble to the Governor, the State Comptroller and the State Treasurer.
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Public Funds & Nonpublic Schools

BY EDD Donut

Educational relations director of Americans United for Separation of Church
and Slate and managing editor of Church 6, Stale magazine, 8120 Fenton Street,
Silver Spring, Md. 20910

Should public funds be used to aid or support sectarian and/or
secular nonpublic schools? For nearly two centuries controversies over
this question have raged in the United States, Canada, Gre
France, Belgium, the Netherlands, and other countries, gc,. r.tting a
great deal of emotional heat, interfering with educational progress,
and causing bitter social divisions.

In the last dozen years or so, the controversy has embroiled Con-
gress and half of our state legislatures as intensive campaigns have
been waged to get laws passed to provide federal or state aid directly
or indirectly to parochial and Private schools. Victories for the "pa-
rochiaid" lobby have invariably led to litigation. There have even
been six state referendum elections on the issue inthe last six years
(New York in 1967; Michigan and Nebraska in 1970; Maryland, Ore-
gon, and Idaho in 1972). State aid for nonpublic schools was voted
down decisively in each instance despite the fact that in each the
parochiaid lobby outspent the antiparochiaid coalitions by very wide
margins.

(Parenthetically, it might be mentioned that in the most recent
school year for which we have complete Figures, 1970-71, of the 51,-
175,089 students in U.S. elementary and secondary schools, 89.7%
attended public schools and 10.3% attended nonpublic schools, with
82.8% of the latter attending Roman Catholic schools.')

As spring arrived in 1973 parochiaid battles we,e occurring in the
Hawaii, Kentucky, Maryland, Massachusetts, Missouri, Nebraska,
Washington and Wisconsin legislatures. But the most significant ac-
tion is taking place in the courts and in Congress. The House of Rep-
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resentatives is considering a proposal, ll R.9, to provide approxi-
mately SI billion annually to nonpublic schools through the device
of federal income tax ci edits to reimburse parents for nonpublic school
tuition. The current proposal would reimburse parents for 50% of
tuition up to a maximum credit per student per year oi $200. The
President has supported this proposal vocally .,el frequently. and
the powerful 101)1::. working for passage of the plan claims that it
has enough votes to get it through the House.

The whole question may be rendered academic, however, by the
United States Supreme Court, which appears to be an immovable
block in the path of the advocates of public aid for nonpublic schools.
In 1971. in Lemon v. Kurtzman (103 U.S. 602), the Court struck down
as unconstitutional Pennsylvania and Rhode Island programs of aid-
ing parochial and private schools through the "purchase of secular
educational services" and "teacher salary supplement" gimmicks. In
1972. in Wolman v. Emex (93 S.Ct. 61), the Court found the tuition
reimbursement plan unconstitutional. Meanwhile, a three-judge fed-
eral district court in Vermont acted in 1972, in Americans United v.
Oakey (No. 6393, 40 U.S.L.W. 2597, D. Vt.), to strike clown a state
law providing for the "let. ling" at public expense of teachers, books,
and other seces to nonpublic schools. This titling was not appealed.
The Supreme 0 art also ruled in 1972, in lirusce v. Missouri, that a
state's refusal to provide aid to nonpublic schools does not violate
the parents' free exercise of religion or deny them due process or equal
protection of law.

With most major parochiaid plans shot down by the courts, the
parochiaid advocates seem to view the tax credit tuition reimburse-
ment method as their last and best hope. This plan, however, is at
this moment before the Supreme Court on appeals from three-judge
federal district court rulings in Ohio and New York. The Ohio court
found the plan to be unconstitu ional in 1972 in Kosydar v. Wo lman,
while the New York court upheld a similar plan in 1972 in Pearl
v. Nyquist. The Supreme Court will probably rule in these cases be.
fore summa,.

If the ..x credit tuition reimbursement plan is struck down, the
parochiaid lobby may attempt to seek an amend aent to the United
States Constitution to allow such aid. Alternatirdy, it may fail back
on "shared time" or "reverse shared time" plans. These involve hav-
ing public schools take over part of the nonpublic school teaching
load, either by bringing nonpublic students i , the public schools
for part of the day or by sending public school p. sonnet into specially
leased space in the nonpublic schools. The latter plan, known as "re-
verse shared time," is currently being challenged '!y Americans United
in federal courts in Michigan, Kentucky, and New Hampshire, t
by the American Civil liberties Union in Oregon.

Wt snould note, at this point, that successful litigation to end
programs of public aid for nonpublic schools has rested on two pillars,
race and religion. Following the Supreme Court's 1954 Brown decision
against racial segregation, several state legislatures attempted to pre-
serve segregation by various devices for providing state funding for
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private schools. These plans were all quashed because they involved
government in sponsoring racial segregation. The courts were not con-
fused by ingenious indirect or "parent aid" gimmicks. Following the
racial segregation cases, the federal courts took on the problems of
public financing of the religious schools which enroll over 90% of
the students in nonpublic schools. In Lemon and Wolman the Su-
preme Court struck down state aid to nonpublic school plans on First
Amendment grounds. The Court in these cases spoke of "excessive
entanglement" between religion and government, of the sectarian na-
ture of the schools aided, of the transparency of devices to circumvent
the constitution, of the potential for political division along religious
lines, and of the limited and sectarian nature of the class of benefi-
ciaries of the legislation (Wo ltnan).

ALTERNATIVES AND COSTS

While waiting for the Supreme Court and lower courts to rule on
tax credit, "reverse shared time," and other parochiaid plans, we can
turn to an analysis of the alternatives for nonpublic school finance
and of the economic and social costs of these alternatives.

There are only two basic policy alternatives for public financing
of nonpublic schools. We can either provide no public support for
nonpublic schools, or we can provide some support. if the latter course
is followed, it should be obvious that there will be prolonged and
perhaps even permanent controversy over how much aid will be pro-
vided. If some aid is provided the nonpublic school lobby will surely
exert tremendous pressure for greater and greater support, moving
toward parity of public support with the public schools. The expert-
ences of Canada, Britain, the Netherlands, Australia, Belgium, and
other countries bear this out. One obvious social cost of the struggle
over the if and how much of public aid for nonpublic schools is the
religious, class, and racial divisiveness that it causes.

THE COSTS OF TAX AID TO NONPUBLIC SCHOOLS

Before dealing with the possible economic (osts of providing pub-
lic aid to nonpublic schools, we need to examine the claim that such
aid would make economic sense because nonpublic schools can be op-
crated more cheaply than public schools. While secular private schools
generally cost tunic to operate than public schools, it is true that in
actual dollars paid out, denominational schools up to the present time
have generally operated somewhat more cheaply than public schools.

The reasons for this are not hard to find. A great many parochial
schools have less favorable teacher-pupil ratios than public schools.
Some, with small enrollments, mix several grade levels together in
one room. Church-related schools pay teachers lower salaries than
those paid by public schools; in the case of Catholic schools, teachers
and administrators were traditionally nuns and brothers paid bare

In the period since this paper was presented the Supreme Court has ruled
unta,..rably on the "tax credit" option.
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subsistence wages, and these underpaid people, while their numbers
are dwindling, still account for about half of Catholic school teaching
personnel. Nonpublic schools are generally academically selective, es-
pecially on the secondary level, and thus have fewer hard to teach
or problem students than the public schools. Further, nonpublic
school programs generally fall well behind the public schools in pro-
viding expensive vocational, arts, remedial, driver education, physical
education, guidance, and other enrichment offerings. No wonder pa-
rochial schools claim they are cheaper to operate!

But if nonpublic schools upgrade their programs, services, salaries,
and teachor-pupil ratios to compare favorably with public school pro-
grams, their costs will match those of public schools. They would
probably even exceed public school costs because of the obvious econo-
mies of scale enjoyed by the public schools. The various nonpublic
schools operating in our metropolitan areas generally serve smaller
and more widely scattered populations, and therefore are less efficient
and require more expensive and extensive transportation services. This
was admitted with regard to Catholic schools in early 1972 by the
Rev. C. Albert Koob, president of the National Catholic Educational
Association. "By 1980," Koob reported, "we'll be lucky if we can keep
the cost under $1,000 for an elementary school student and $2,000 for
a high school stodent."2

The average public school per pupil cost for 1972-73 is $1,084 for
pueils in Average Daily Attendance, or $966 per pupil in Average
Daily Membership.3 If the tax credit parochiaid scheme is upheld by
the courts and passed into law by Congress and state legislaturesas
credits against federal and state income taxes, not to mention credits
against property and sales taxes, as in the Ohio grogram struck down
in Kosydarit is easy to see that more than $5 billion annually could
soon be flowing to nonpublic schools. This figure, then, would be
the cost of tax aid to nonpublic schools. This sum would be available
for nonpublic schools only by raising taxes or by cutting other public
programs, such as public education.

This $5 billion figure assumes that nonpublic enrollment would
remain at five million students. It is more likely, however, that massive
tax aid to nonpublic schools would cater these to expand and pro-
liferate, for a variety of religious, racial, and other reasons. A Gallup
study in 1969, while showing that Americans oppose tax aid for non-
public schools by i margin of 59% to 37%, showed also that, if non
public schools were free, 40% of pareots nationally and 59% of par-
ents in metropolitan areas would prefer to place their children in
parochial or private schools." Thus, not only amid public aid to non-
public schools cost American taxpayers an additional $5 billion an
nually, but it would probably destroy the American public schools.
This is precisely what happened when the public treasury in the Neth-
erlands was opened to the parochial schools 50 years ago.

Parochiaid, then, could rather quickly cost Americans billions
of dollars annually and destroy our public schools. But the financial
and social costs of parochiaid would be even higher. Splintering and
balkanizing education into a multiplicity of larger or smaller sectarian,
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racial, ethnic, ideological, and other sorts of enclaves would surely
reduce overall educational efficiency and raise overall educational costs.

Socially, this fragmentation would increase the divisions and cen-
trifugal forces straining the seams of our society. Government spon-
sored and supported sectarian segregation in education in Northern
Ireland is an obvious example of where this can lead. Since parochial
schools tend to closely approach 100% denominational homogeneity
of faculties and student bodies, (Catholic schools are 97.3% Catholic
in enrollment6; Protestant and Jewish schools are similarly homoge-
neous) it should be obvious that tax support for nonpublic education
would deprive increasing numbers of students of the healthy plural.
ism, diversity, and religious neutrality of our public schools.

In addition, nonpublic school aid would subject all citizens to tax-
ation for the support of private schools which are, in theory and prac-
tice, religious institutions. It would also tend to increase interfaith
tensions both in legislative bodies and in our communities.

Further, the tax credit parochiaid plan would aid only those non-
public schools serving families above a certain poverty level. It would
be of no benefit to nonpublic schools serving the poorest families in
our society. This plan would cause worse class cleavages than most
other aid plans.

The financial, social, and educational costs of a policy of public
support of nonpublic education are thus seen to be quite high.

THE COST OF A NO-AID POLICY

What would be the financial and social costs of a policy of no
public aid for nonpublic schools?

First of all, nonpublic schools are not going to close wholesale if
public aid is not granted them. Further, they will probably continue
their slow and gradual decline until they reach a lower plateau. Ac-
cording to the Notre Dame study done for President Nixon's Com-
mission on School Finance, total nonpublic enrollment is expected to
decline approximately 46% between 1970 and 1980.e This decline will
involve a Catholic school enrollment drop of about 52% for the dec-
ade and a non-Catholic nonpublic enrollment decline of about 2.5
million students by 1980. Some of this decline will be due to lower
birth rates, but the bulk of it will be due simply to changing parental
preferences.

This nonpublic enrollment decline, which began around 1965,
should produce no burdensome costs, however. Birth rates have
dropped so sharply in the last five years that transfers from nonpublic
to public schools are being and can be readily absorbed. During the
twelve year period during which our present school jiopulation was
born, 195466, births averaged 4.13 million per year, But from 1966
to 1972 the average number of births per year fell to 3.6 million per
year./ (The Catholic birth rate, incidentally, is falling more rapidly
than that of the general population, due to a widespread but belated
acceptance of birth control.) According to the latest N.E.A. figures,
the total school age population slid from 52.5 million in July 1970

e*.
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to 51.78 million in July 1972, a decline of 718,000 children or 1.4%."
And while students were shifting from nonpublic and public schools
from 1971.72 to 1972.73, total public school enrollment fell from 45,-
887,095 to 45,821,743, a drop of 65,952. According to Martin A. Lar-
son's 1972 study When Parochial Schools Close, total school enroll-
ment, public and nonpublic:, in 1979 should be less than 47 million."
Thus all expected shifts of students front nonpublic to public schools
should be rather easily accommodated in our public schools, with room
to spare.

The percentage of students in nonpublic schools varies, of course,
from state to state and within states. New York, with 17.7% of its
students in nonpublic schools, would seem to be the state with the
biggest adjustments to make. Yet Governor Rockefeller's Fleischmann
Commission reported in 1972 that it would be $415 million cheaper
for New York State to absorb parochial school transfers into public
schools between 1972 and 1980 than to provide state aid sufficient to
make up projected parochial school deficits.") The Fleischmann Com-
mission strongly recommended against providing state aid to non-
public schools.

Shifts of students from nonpublic to public schools will not only
be accommodated to greater or lesser extents in existing public class-
rooms, but state funds will be automatically redistributed to ease any
burdens on the local tax structure. Of course, as the Supreme Court
agreed when it reversed Rodriguez in March, most state school finance
systems need reform. Increasing the percentage of a state's children in
public schools will surely increase public pressure for such reform. It
should also lead to pressure for legislation to secure special state
and/or federal aids to school districts facing abnormal enrollment
increases. Such "influx aid" was recommended by the Fleischmann
Commission.

It seems safe to conclude that the shift of 2.5 million nonpublic
students to public schools by 1980 should require little or no outlay of
additional public funds.

The social effects of the expected shift of students from nonpublic
to public schools should generally be beneficial. Interfaith, intrafaith,
and community tensions and conflicts over parochiaid proposals and
legislation should diminish. Communities should pull more closely
together. Interfaith and interracial contacts among children should
hicrea%e. increasing the percentage of a community's children in pub-
lic schools should increase parental pressure for educational reform
and for move adequate holding for public schools. School bond and
millage referenda should pass more easily. Patents of .fiutner non-
public school children will be relieved of the burden of tuition pay-
ments. Churches abandoninli parochial schools will reali/e savings
which can be applied to religious education and other church endeav-
ors. Qualified former nonpublic teachers can be hired by public
schools, while suitable nonpublic school buildings can be purchased
by public school districts. Shifts of children into public schools should
make education more efficient and reduce the expenses of school trans-
portation, since abht half of the states provide some form of taxpaid

1
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transportation for nonpublic schools.
Concern for various alternatives in education can be met within

a public school system, as the San Jose, California, experiment funded
by the 0E0 is demonstrating.

Nonpublic schools will undoubtedly survive in some strength so
long as they meet the strongly felt needs of their patrons and spon-
sors. Consolidations and reforms of nonpublic schools should enable
them to operate more economically and to draw greater tax-deductible
support from their patrons. Nonpublic schools should engage in more
cooperative endeavors among themselves.

In sumnidi y, I believe that the vast majority of informed persons
would have to agree that a policy of providing public aid to nonpublic
schools would have unacceptably high financial, social, and educa-
tional costs, while confining public support to public schools will
prove in the long run to be the most economically, socially, and edu-
cationally desirable policy.
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"Equal Justice Under Law" And School
Finance:

An Appreciation of San Antonio Independent
Schools v. Rodriguez

PAUL D. CARRINGTON

Professor of Law. University of Michigan.

San Antonio Independent School District v. Rodriguez is the lat-
est chapter of a saga which might be described as the elevation of the
American dream to a principle of constitutional law. The legal form
of the dream is the right to equal educational opportunity.

In undertaking to give vitality to that right, our courts have, as
perhaps never before, expressed an ideal which lies at our nation's
heart. That every child should have a fair opportunity to rise above
his humble origins and claim the rewards that his efforts and abilities
leseive is the essence of the American tradition. It is perhaps our
highest expression of the Judeo-Christian ethic preached from our
pulpits. It is the message of the Statue of Liberty and the feature of
our national ideology which most commends us to people around the
world, It is an idealism that was powerfully activated by the events
surrounding World War II, as we reacted against the despotic deism
of our adversiarks, and gained heart that we might, collectivelyas well

. as individually, attain almost any goal by sufficient national effort. It
is an ideal that forms the best reason for our vast commitment to pub-
lic education. It is the best basis for our national self-esteem.

Ennobling as such idealism is, it is to be expected that the prin-
ciple of equal educational opportunity has gained a powerful -hold
on those who are privileged to devote their careers to the most exalted
of our political institutions, the Supreme Court, which, even over its
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portals, proclaims its commitment to "equal justice under law." Yet in
the most recent and much-noted decision of the Court in Rodriguez,
the argument for equal educational opportunity failed to carry the
day. Some have seen the decision as a major reversal of the Court's
commitment to the ideal. This view is somewhat supported by the
fact that the decision was made in accordance with party lines, the
five Republicans rejecting the egalitarian position, and the four Demo-
crats accepting it. On the other hand, there are a number of circum-
stances which suggest that such an interpretation is unsound.

As a proposition of federal law, the right to equal educational op-
portunity is derived entirely from the clause of the Fourteenth Amend-
ment which forbids the states to deny their citizens the equal protec-
tion of the laws. That amendment was, of course, adopted for the
rather explicit purpose of assuring that the newly freed black citizens
in the South would not be disadvantaged by the laws of the states.
By its terms, the equal protection clause grants no particular rights
to any citizens; rather, it speaks to how the legislatures may classify
them for purposes of conferring rights and duties of a substantive sort.

For most of its history, the equal protection clause has been little
used. It was given new vitality by the Warren Court, beginning with
perhaps its most important decision, Brown v. Board of Education,
the case which first recognized a right to equal educational opportu-
nity. "Today," Chief Justice Warren then said, "education is perhaps
the most important function of state and local governments. Com-
pulsory school attendance laws and the great expenditures for educa-
tion both demonstrate our recognition of the importance of education
to our democratic society. It is required in the performance of our
most basic public responsibilities, even service in the armed forces.
It is the very foundation of good citizenship. Today, it is a principal
instrument in awakening the child to cultural values, in helping him
for later professional training, and in helping him to adjust normally
to his environment. In these days, it is doubtful that any child may
reasonably be expected to succeed in life if he is denied the opportu-
nity of an education. Such an opportunity, where the state has under-
taken to provide it, is a right which must be made available to all on
equal terms." The Chief Justice further explained that the separation
of the black children by the state "generates a feeling of inferiority
as to their status in the community that may affect their hearts and
minds in a way unlikely ever to be undone." It was clear that the
Court in Brown regarded the educational sv:tera as the linchpin of
the caste system, which the Fourteenth Amendment .W.413 intended to
dissolve, and which 'postwar America was determined to break.

The Brown decision was, of course, more than a judicial decision;
it was a battle cry for a social movement which touched the lives of
all of us. Schools and children were a central focus of that movement.
It is perhaps useful to recall that ten years ago next month, the great-
est champion of that movement, and perhaps the greatest Atlantan,
thundered his peroration to the Civil Rights March of 1963 by pre-
dieting from the steps of the Lincoln Monument that on the red hills
of Georgia, black children and white will soon join hands to sing
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a hymn to their dual liberation.
But, by the time of his assassination almost exactly five years ago

tonight, the movement led by Martin Luther King had changed its
focus. Social, political, and legal change seemed to require economic
change. The Civil Rights March gave way to the Poor Peoples' March
and Resurrection City. King's presence in Memphis on that fateful
clay, at the side of the garbage workers, bore testimony to his own
change in goals. As the civil rights movement became a war on pov-
erty, it lost some of its sharpness of focus; but it gained some addi-
tional strength by broadening the base of its appeal to include chi-
cams, Indians, Appalachians, and the urban poor.

The equal protection clause developed with the social movement
and the midsixties witnessed the beginning of a series of cases up.
holding the rights of indigents. It was certain that the Court would
have to consider the relevance of the right to equal educational op-
portunity to poverty. The issue first took shape in the minds of many
of us with the publication of a book by Arthur Wise which bore the
arresting title, Rich Schools, Poor Schools. Wise and others brought
to our notice the significant disparities which had developed in the
taxable resources available to the nation's many school districtS. As
you are well aware, our schools have always been financed, to varying
degrees, but in almost every state by a locally imposed tax on prop-
erty. Because this fact, together with the differing propensities of local
districts to tax themselves, r

joduces
great disparities in school spend-

ing. the relevance of Chief justice Warren's rhetoric about equal edu-
cational opportunity was obvious. On the face of it, a five hundred
dollar education is not equal to one that costs three times that much,
and it is easy to assume that the children receiving the cheap educa-
tion are the poor who most need the help of public schools if they
are to participate in the national ideal.

The first efforts to invoke the right on behalf of poor children were
unsuccessful. Counsel representing school districts which served the
urban poor filed a series of suits seeking to compel the states to pro-
vide additional funds for the education of pool children who were ad-
versely affected by the inrmisingly common problem of school failure,
which was and is plaguing the urban schools. Tile first of these cases
to rcach a decision was that brought in Illinois and the trial court
dismissed it, finding that it had no plausible basis for defining the
limits of the plaintiffs' needs for additional money. The Warren Court
summarily affirmml.

It was at this point that a small group of scholars led by Professor
Coons of the University of California presented the theory which was
argued by the Rodriguez plaintiffs. They contrived to escape the ap-
parently insurmountable problem of giving legal definition to the fis-
cal needs of schools by recasting the right to equal educational op-
portunity in a different form which would require no judicial meas-
urements of need. They succeeded by expressing a negative principle
or a prohibition, which might be expected to permit the courts to
apply the egalitariau.criterion of the Fourteenth Amendment without
appraising the sufficiency of any appropriation. The states might, at:.
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cording to their .onception, use any formula for the distribution of
school money, provided that the distribution not be keyed to the
wealth of the district in which the school children live.

There can he no doubt of the great charm of this "no wealth" prin-
ciple. It can be simply stated, rather simply applied, and is faithful
to the rhetoric of equal educational opportunity. Moreover, it is pre-
sented as conservative in the sense that it involves very little political
judgment by the courts and leaves a substantial range of freedom for
state legislatures in choosing systems of school finance. In a truly re-
markable triumph of legal scholarship, the concept was quickly
grasped by the Supreme Court of California last year in Serrano v.
Priest. Despite the fact that the school finance systems of every state
but Hawaii were subjected to fundamental challenge, the decision was
widely hailed on all sides. The press, Jegislative groups, educators at
all levels in the administrative hierarchy, and taxpayer organizations
were all enthused. Liberal civil rights adherents rejoiced at the ap-
parent triumph of egalitarianism and conservative property owners re-
joiced at the apparently impending demise of the local property tax.
A series of lower federal courts adhered to the Serrano decision, in-
cluding the court which initially dethled the Rodriguez case, and a
state trial court in New Jersey. And, most recently, the Supreme Court
of Michigan reached the same result, although departing from the
formulation of principle presented in Serrano.

The legal analysis which underlies the no-wealth principle can be
summarized. As presented by Professor Coons and his associates, it
rests upon the principles of equal protection which were developed
by the Warren Court. Prior to the Brown case, the traditional test of
proeriety of a legislative classification challenged under the equal pro-
tection clause had been whether it rationally served a legitimate legis-
lative purpose. The Warren Court excepted from this generally per-
missive test certain kinds of legislation which were said to be subject
to strict scrutiny; this meant that the legislation in question would
have to be justified by a "compelling state interest,' a justificaion
which almost always proved impossible to supply. Whether a particu-
lar law was subjected to strict scrutiny, or the more relaxed traditional
test, depended on whether it affected a fundamental interest of the
citizens classified, or whether it made an invidious or suspect distinc
tion in its classification.

While both terms, "fundamental interest" and "invidious discrimi-
nation" are somewhat problematic, Professor Coons and his associates
argued that traditional school finance systems involve both: the chil-
dren of poor districts are, he and his colleagues assert, denied a fun-
damental interest by a suspect classification as long as the quality of
their education is a function of local wealth.

It was important first to establish that education was a fundamen-
tal interest different from other services provided by local government,
lest the plaintiffs be said to he striking at the foundations of the whole
of local government. They feared to he asked whether their analysis
of equal protection would require that all services now provided by
local government be equalized statewide. The Supreme Court had



Equal Justice and School Finance 163

relied upon the fundamentality of the interest involved to apply strict
scrutiny to state laws affecting the rights of indigents to counsel in
criminal proceedings, to travel, and to vote in state elections. Although
tendering other make-weight distinctions, Professor Coons and his
associates ultimately sought to liken the right to education to the right
to vote and the right to counsel, and to distinguish it from the right
to sewers and police protection, primarily on the ground that educa-
tion is essential to the exercise of other constitutional rights, such as
the right to vote and the right to speak, and is therefore fundamental.
This analysis carried the day in the Supreme Court of California.

Secondly, it was contended that the Texas system of school finance
involved a suspect or invidious discrimination. The concept of in-
vidiousness arose in cases involving racial discrimination, but has been
invoked in cases which involved legislation which was deemed burden-
some to indigents. It was never asserted that the plaintiffs in the school
finance cases were themselves indigent. Rather it was asserted that the
disadvantages created as a result of the inequities of school finance
fell indirectly more heavily on poorer citizens than wealthier ones,
because the latter were better equipped to take evasive action. Richer
citizens may, indeed, choose to live in richer districts, whereas poor'
ones are less able to do so.

Indeed, two Justices were persuaded that school finance legislation
should be subject to strict scrutiny. In supporting the contentions of
the plaintiffs, Justices Marshall and Dou 51as agreed that the plaintiffs
asserted a fundamental interest in their right to aim education and that
the classification was suspect. Justice Marshall asserted that discrimina-
tions based on group wealth, as distinguished from the individual
wealth discriminations involved in the indigency cases, were the more
grave because they were even further beyond the control of the in-
dividual or his family. Moreover, he emphasized, it will be as difficult
for citizens of poor districts, as for indigent citizens, to invoke the
state's political process to obtain redress because they will be opposed
by those who benefit from the existing scheme of distribution.

As to the third possible issue to be raised under the Warren Court's
formulation of the strict scrutiny test, the State of Texas concedeu that
there was no compelling justification for the existing scheme of Texas
school finance. Thus, if the plaintiffs had prevailed on the fundamen-
tal interest and invidiousness arguments, they might have prevailed
forthwith.

But only two Justices were willing to adhere to the analysis so care-
fully and imaginatively provided by counsel. There were, however,
two other Justices, White and Brennan, who were prepared to vote
with the plaintiffs, in favor of the claim to equal educational oppor-
tunity. In an opinion by Mr. Justice White, they invoked the more
traditional language of equal protection cases and declared the Texas
school finance system to be irrational. Texas argued that the system
reflected a compromise between the obligation of the state to provide
an education and the right of local communities to spend their r'vn
money on their own children. This was rejected on the ground that
the system was not a plausible method to effectively promote local
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control of schools. Justices White and Brennan did not go so far, it
may be noted, as Justices Marshall and Douglas; the latter Justisces
declared that the Texas contention was bogus, being belied by the
lack of actual control exercised by local school boards in that state.
But Justice White did emphasize that Texas had not been as earnest
as it might have been about local control because there is, indeed,
very little local control to be exercised over school spending in a
district which has few taxable resources. Although they did not them-
selves take notice of the fact, the analysis used by Justices White and
Brennan seems to demand less justification by the state of its legis-
lation than the strict scrutiny test of the Warren Court would re-
quire, but more than would have been required by traditional equal
protection law. Their opinion reflects a trend of the Burger Court
to develop an intermediate position between strict scrutiny and the
traditional minimal rationality test. Justice White's opinion would
seem to apply with equal force to other local government activities,
but would not proscribe all wealth relationships. His opinion was to
some degree anticipated by that of Justice Mennen Williams of the
Michigan Supreme Court.

What can now be said of the application of the right to equal edu-
cational opportunity to school finance? Has the no-wealth principle
been subjected to a mere delay in its meteoric rise, so that further
consideration, or a few Democratic appointments to the Supreme
court, will assure its acceptance? May It nevertheless continue its
sweep through the state courts? My guess is that the no-wealth prin-
ciple has had its clay in the sun, regardless of the political composition
of the courts to which it is proposed. Indeed, I am doubtful that the
efforts to judicialize the state systems of school finance will be re-
warded with many more victories in the foreseeable future, until an-
other and yet sharper analysis can be provided which will be less
drastic and more responsive to the historic aims and values of the
Fourteenth Amendment than any which has yet emerged. Such an
analysis will also have to be supported by stronger proof than has so
far been adduced.

The Rodriguez case was lost not because five Justices are insensi-
tive to the American dream and its legal embodiment, but because
the application of that idealism in the manner proposed did not stand
close inspection. Despite its charm and strong ethical base, the no-
wealth principle suffers from the following frailties:

(1) the children who would benefit from its application may not
be those who need help to overcome difficulties of caste or class;

(2) the children who would benefit may not benefit in durably
significant ways;

(3) the primary beneficiaries may be teachers and other school em-
ployees;

(4) the secondary beneficiaries may include land speculators and
the secondary losers may well include the urban poor;

(5) its application would impose a general drain on the public
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fist:, very probably requiring the diversion of public monies from other
important and desirable services;

(ii) its application might eliminate the last vestiges of effective
local control of educational policy,

(7) its enforcement could lead to a constitutional crisis.

Some of these considerations have direct legal significance; others are
of greater practical than doctrinal importance. Some, but not all, are
identified in the Court's opinion in Rodriguez, which was prepared
by justice Powell. It seems likely that each of them influenced the
decision in some measure. As these considerations become more widely
understood. the no-wealth principle seems likely to lose suppurt,..be-
cause the consequences described are cause for concern to all of us
without regard to party affiliation. And these consequences are becom-
ing increasingly apparent. Many are visible in the report of the Select
Senate Committee of California, which has published its study of post-
Serrano school finance. Some arc visible in the New York Fleischman
Commission Report. Some are visible in the events occurring in Cali-
fornia, Michigan, and elsewhere.

The first, and perhaps the most important, fact that is becoming
increasingly apparent is that the childt,:n who are served by poor
school districts are not generally otherwise particularly disadvantaged.
Obviously, this fact, if it is a fact, bears heavily on the legal contention
of the plaintiffs that they are the victims of invidious discrimination.
lf, as seems intended, the idea of invidiousness is that the Fourteenth
Amendment should be given more rigorous application to protect
those who are in special need of protection because of their general
social, economic, and political disabilities, the children of poor dis-
tricts are not such a class.

The plaintiffs in Rodriguez did make an effort to establish that
they were relatively poorer than the residents of wealthier districts.
Their evidence took the form of an affidavit by Professor Berke of
Syracuse who had classified a number of Texas districts according to
median incomes. Indeed, the poorest group of districts had the lowest
median and the richest group of districts had the highest, but the dif-
ferences were not dramatic and the middle groups were reversed, the
second richeA group having the next to lowest median income level.
More detailed studies of Connecticut and Kansas districts tend to
indiCate an inverse correlation between individual poverty and the
wealth of the taxing district. The Yale Law Journal ha; already con-
cluded that "the popular belief that the poor live in poor districts is
clearly mistaken.''

This point gains force as we consider the problem of urban school
Failure in its relation to the problem of school finance. Thus, the Cali-
fornia Senate Committee identified five urban districts as the scene
of much of the school failure problem in California. None of the five
would have been helped by a significant increase in funds available
for general use by either of the plans protosed by the Committee Re-
port. And one, San Francisco, would undergo a substantial deprive-
lion; ite funds available for unrestricted use would, under either
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plan, have decreased from over $1700 per pupil to about $1100. By
means of a substantial increase in categorical aid and a hefty special
local tax which would have been permitted, San Francisco might have
to keep its school spending at a level within $150 of its present level.
There appears to be no practicable way of complying with the no-
wealth principle without taking public money away from San Fran-
cisco, which is one of the places in the state where it is most needed.
Similarly, in Michigan, any process of equalization is almost certain
to reduce or limit school spending in the southeastern quadrant of
the state, wile: most of the school failure problems exist, in order to
increase spending in the northwest, where school achievement levels
are highest.

The character of the population of poor districts is troublesome
on three additinlal counts. One is that the wealth of the district is
partly dependent on property assessment practices which are by no
means uniform in many states. To the extent that a community suf-
fers its taxable resources to be undervalued, it is difficult to see it as
the victim of invidious discrimination by the state. A second is that
it is becoming increasingly difficult to accept as a standard of relative
deprivation any financial criteria which proclaim the rural popula-
tion to be the disadvantaged. A rural dollar and an urban dollar are
not the same, either in value or social significance. While the no-
wealth principle does not necessarily require that such dollars be
treated as equal, it would create momentum for such an assumption.
Thirdly, it is true within metropolitan areas that the residents of poor
districts are partly self-selected-. The economists who adhere to the
pure analysis of Professor Tieboldt tell us that differing levels of tax-
ation and public spending within a metropolitan area assure freedom
of choice to individuals and optimize the utilization of public services
as each family chooses the combination of taxes and services best
suited to it. To some extent, at least, this pure theory does work, and
to the extent that it does, it is hard to see those families who choose
a poor district as the victims of invidious discrimination. In many met-
ropolitan areas, even the poorest citizens can afford to live as well in
a high valuation district as a poor one, if they are willing to live close
to industrial land users.

The plaintiffs contrived to overcome this weakness in their case
by emphasizing that there are at least some poor, indeed indigent, chil-
tken among the groups which are disadvantaged by the uneven dis-
tribution of school money. There must, indeed, be some poor children
who get Jess school service because their parents, who exercise very
little control over their lives or the lives of their children, reside in
underfinanced districts rather than overfinanced ones. Justice Powell
did not respond directly to their plight, although a concern for such
children is a major preoccupation of the dissenters Marshall and
Douglas. One reason for not doing so is that the no-wealth principle
logically extends far beyond this beleaguered group to benefit many
who can make no such claim to justice, at the cost of many who can
make similar claims. A second reason is that it is wholly unmanage-
able for the Court to attempt to require the states to correct every
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situation ln which the law creates burdens that are more heavy, or
rights which are less available to the poor than the rich. To decree
that all indirect discriminations against poorer citizens must end
would he to decree nirvana. As Justice Stewart, in his special con-
curence, notes: "There is hardly a law on the hooks that den not
affect some people differently front others." And it is very nature
of individual wealth that it empowers the possessor :0 !lain access to
some services, including those provided by goverm::%11 and to avoid
or near easily some burdens imposed by govern :,) ents. Most of the
criminal law, and most of the private law, inevitably falls harder on
the less wealthy. One recalls Anatole France's epigram about the law,
in its majestic equality, forbidding both rich and poor to sleep under
bridges.

Thus, despite the efforts of plaintiffs to describe their plight as
poignant, the fact is that they bear little resemblance to the plaintiffs
in the Brown case who established tlyt they as a group were harmed
by the badge of inferiority which was placed on them by their segre-
gated schools. As Justice Powell proclaimed, "The system of alleged
discrimination and the class it defines have none of the traditional
indicia of suspectness: the class is not saddled with such disabilities,
or subjected to such a history of purposeful unequal treatment, or
relegated to such a position of political powerlessness as to command
extraordinary protection from the majoritarian political process."

A second problem is that the benefits to be derived by the chil-
dren of poor districts front the application of the no-wealth principle
seem likely to be marginal. will be recalled that the plaintiff's analy-
sis depended, in part, on a characterization of the interest they assert.
as "fundamental," and hence entitled to special constitutional pro-
tection.

The plaintiffs sought to carry the day on this question by de-
scribing their interest as the right to an education. While the Califor-
nia court had accepted that characterization in the Serrano case, the
Supreme Court in Rodriguez did not. Justice Powell was alert to point
out that the plaintiffs were being provided w'cl, an education, one
which the state, at least, described as "adequate"; what the plain-
tiffs sought was a more expensive education. It is noteworthy that the
injury they complain of is the reverse of that asserted in the Brown
case. Where the Brown plaintiffs conceded that the dollars invested
in their education were adequate, they complained of the educational
outcome, which common sense observation (Immigrated to be defi-
cient. In Rodriguez, there is no specific grievance about the educa-
tional outcome, but only about the level of financial effort by the
state. The question can and should be asked, what are these dollars
really likely to accomplish for the plaintiffs?

The question of course evokes a consideration of the controversy
surrounding the Coleman Report of 1966 on the relation between
quality and cost of education. Professor Coons and his associates dis-
missed that controversy by asserting that, whatever the relation, the
poor should have the same right as the rich to be disappointed by the
results of school spending. But, that dismissal is.a bit abrupt. The
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plaintiffs' interest ought not be accorded "extraordinary protection
from the majoritarian political process" if it is not fundamental, and
fundamental implies, at least. that the interest . substantial. One
recalls the words of Chief Justice Warren in Brthi,n as he expressed
concern that the children would be aftocted in heart and mind "in a
way nlikely ever to be undone." Are the Rodriga plaintiffs plausi-
bly so harmed?

The assumption implicit in the Coons analysis is that school spend-
ing is an investment in youth which results in increased productivity;
to invest nu- ^ u some children than others thus produces greater
lifetime ea.nings for the advantaged group. The Coleman Report
does not, a some people orposed to ;chool spending have suggested,
prove that sth.euis cannot so invest to increase productivity if that
were their operative goal. But, it does tend to confirm, despite its meth-
odological lunit:. ions, at obvious fact which we may have concealed
from ourselves Ly the excesses of rhetoric in school millage elections.
This is that schools but rarely try to spend money in a manner that
affects the acquisition of basic cognitive skills or other characteristics
which might affect the longterm productivity of youth. And there is
a very good reason why this is so. It is not because school administra-
tors and trustees are indifferent to the need for acquiring reading and
math skills, it is because we really know very little about how to im-
prove them with money beyond that needed for the most rudimentary
of school programs. Except for a few publishing houses no one is
really trying to persuade education spenders that particular expendi-
tures will materially increase the durable cognitive skills of their chil-
dren.

What then do rich school districts spend their money on, that is
denied to the children of poor districts? The California Senate Com-
mittee found that the great bulk goes into the school payroll. About
two-thirds of the difference is spent on lowering class size, and an-
other fifth on higher salary scales. It is unlikely that the proportions
would differ much elsewhere. We can therefore assume that the pri-
mary advantage of attending a wealthier school is that the teacher is
better paid and less harried, that there will be somewhat more aux-
iliary services in the form of school nurses and school social workers,
zttni that there will be a somewhat broader program in such areas as
art, music, and athletics. Common sense would seem to say that these
expenditures are not, in any economic sense, significant investments
in children; rather they are. for most students, consumption items
which add to the pleasures of the moment but have very little to do
with the children's adult lives. To speak of the largest item, class
size, as affecting the minds and hearts of the students in a manner
unlikely ever to be undone would be a bit extravagant.

I hasten to add that I do not perceive such expenditures as waste-
ful r rely because they lack durable significance. I.ike expenditures
on j ilk parks or museums or concerts, they enrich the lives of citi-
zens more than comparable private expenditures on liquor, gasoline,
or cosmetics. Rut we would not, for example, regard acce:,s to a public
golf course as a fundamental interest, and there is no reason to change
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that assessment because the golf course is operated by a school district
rather than a city, To locus more directly on the argument which
was embraced by justice Marshall in his dissent, it is very hard to
accept his assertion that children are disadvantaged in their ability
to exercise their constitutional political rights and their right to free
expression because they attend school in larger classes in a school
which has no orchestra, and is stalled by teachers with fewer graduate
degrees.

Unfortunately, Justice Powell was moved to go beyond the re-
quirements of the case to declare flatly that education is not a funda-
mental interest. Taking a how in the direction of the popular notion
of stilt t construction, he emphasized that education was not a right
identified in the federal constitution. On this basis, he distinguished
the right to an educatton from the right to counsel in criminal pro-
ceedings or the right to vote or the right to travel. In fact, as Justice
1arshall forcefully demonstrates, the Federal Constitution is none too
explicit about some of the other interests which have been treated as
fundamental by the Court. One might also question whether a strict
constructionist ought not he satisfied to find the right to an education
in the state constitutions inasmuch as the equal protection clause is
addressed only to the manner in which the state classifies rights which
it creates. In fact, as Justice Marshall again points out, almost every
state constitution establishes the right to an education. It was this ex-
cess assertion by Justice Powell which brought forth a special dissent
of protest from justice Brennan. And it seems quite possible that the
Court will have to reconsider and withdraw that comment if they are
confronted with a case in which the right to an education is totally
abridged. Such abridgements have occurred in some southern coun-
ties and may occur more frequently in some northern urban areas af-
flicted with financial crises and labor difficulties. I offer Detroit as a
recent close call. Perhaps Justice Powell would propose to deal with
such a situation by applying a more flexible test than the Warren
Court's strict scrutiny test; such an approach would be consistent
with the recent observations and argument of-Professor Gunther of
Stanford.

The third problem which I identified is but a corollary of the
second; yet, it seems to me to deserve some attention. It is that adults,
not children. are the likeliest beneficiaries of increased state expendi-
tures in poor school districts. This fact has little legal significance
unless it can he said to rationalize the inaction of the Texas legisla-
ture in failing to correct the inequity. But it should nevertheless
weigh. on the minds of those who may in the future appraise the
utility of the no-wealth principle.

There is nothing unusual about this phenomenon to those who
are accustomed to the problems of mounting an attack on poverty
through the public budget. I am told that there is a principle known
in Washington as the elephant feeding principle, which dictates that
he who feeds sparrows in the elephant pen must supply enough bread
to sate the elephants so that there will he leftovers for the sparrows.
As the biggest beneficiaries of health insurance are doctors, so the big.
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gest beneficiaries of education expenditures are teachers. Let there
be no mistake that teachers are, by and large, useful citizens who de-
serve to be well paid. Rut it is far from clear that a program which
would equalize the wages and working conditions of teachers has
anything to du with the aims and values of the Fourteenth Amend-
ment.

It is useful to resit)l that almost every teacher in America has an
income above the national mean. Devoting public money available
for other purposes to increasing teachers' incomes does not increase the
general equity of distribution in the society. Indeed, to the extent
that the public money is derived from taxes imposed on taxpayers
who are less fortunate than teachers, it tends toward the opposite ef-
fect. Moreover, it seems likely, although not inevitable, that comp
ance with the no-wealth principle would tend to raise rural teaching
salaries in relation to urban salaries. If so, this would encourage an
ouunigration of teachers which is hardly welcome, and hardly con-
sistent with the substance of the right to equal educational opportu-
nity.

The fourth problem with the non-wealth principle is also pri-
marily a practical, political one, with a legal significance limited to
providing a just reason for legislative inaction. It is that the secondary
consequences of adjustments in local tax levels are not necessarily
desirable. There is still some truth in the old adage that an old tax
is a fair one. Any compliance with the no-wealth principle must have
a substantial impact on the rates of taxation in both rich districts
and poor. Economists assert, fairly convincingly, that lax levels are at
least partly capitalized in the values of land. As tax levels rise or fall,
relative land values change. Hence, a decrease in tax levels in poor
districts will enrich land speculators there; while a corresponding in-
crease in tax levels in rich districts will be costly to owners there. A
shift to a different form of taxation changes the nature of the impact
on those whose taxes are increased, but there must, in any event, be
an impact on some taxpayers somewhere, who will be the luckless
group to take up the financial slack left by mandated tax relief in
the poor districts.

It can be imagined that the secondary consequences could be ad-
verse to poor urban children, The possibility is suggested by the rec.
ommendations of the California Senate Committee. Under either
of the plans suggested by that committee, it was contemplated that
San Francisco might raise a special local levy in order to maintain
current school spending levels. One plan called for about a 50% in-
crease in taxes on San Francisco property; the other called for about
a 70% increase. It seems unlikely that the voters of San Francisco
would opt for such precipitous increases. To the extent that they did
so, however, it would be at the risk of some loss of marginal industry.
It is at least possible that the existence of those jobs in the city is
far more important to the educational growth of the poor children
of California than any possible result of fiscal equalization could be
to the children of poor districts. In any event, whoever may be the
winners or losers in such transfers of capital, it seems clear that the



Equal Justice and School Finance 171

consequences have no positive 'elation with the aims and values of
the Fourteenth Amendment.

A fifth difficulty, which is related to the fourth, is that the imple-
mentation of the no-wealth principle almost surely requires the de-
velopment of some substantial new sources of public revenue for edu-
cation. Indeed, it is no secret that much of the popular enthusiasm
for the Serrano decision was derived from dissatisfaction with the
property tax and an expectation of ( Jiverance from its burdens.

The conventional wisdom is that the property tax is regressive.
Indeed, the champion of the conventional wisdom, our President, has
said that it is "one of the most oppressive and discriminatory of all
taxes." And George McGovern also identified himself with what he
described as a property tax revolt.

Unfortunately, those who object to the property tax have not
manifested any eagerness to pay other taxes which might be regarded
less unfavorably. The voters of Michigan have emphatically rejected
new and more progressive taxation. The California Senate Committee
resigned itself, with some reluctance, to a primary dependence on the
statewide property tax. The New York Fleischmann Commission was
unable to unite behind any recommendation as to new forms of tax-
ation.

In fact, the property tax is not as bad. as the President proclaims.
Its worst features cm be remedied, as the California report clearly
demonstrates. It is old and we are used to it. And there is reason to
believe that the primary hearers of the tax on rental property are
landlords, not tenants, so it may not be so regressive. For these reasons,
the property tax will surely survive, even if it is de-localized, as may
be required in some states, and may result in others.

The real difficulty lies in the fact that the property tax, in what-
ever form, is not likely to be adequate to meet the demands created
by a program of equalization. As can be seen in both the California
and New York reports, it is very difficult to contemplate equalizing
by reducing the expenditures of rich districts. Thus, new monies have
to be found. The California Committee thought that it had developed
a workable scheme that could be implemented for under a billion
dollars of new school money. They did not say where that money was
to conic from; six months, they said, was not long enough to solve
that problem.

In appraising the practical desirability of the no-wealth principle,
it would seem to be useful to know who is going to pay this price. If
the cost is to be borne by taxpayers who are less able to bear the cost
than those who will benefit, the implementation will be somewhat
self-defeating. And, even if the source of the new money is highly pro-
gressive, or even if it came from a private donation to the state, there
would he the question of whether implementation of the no-wealth
principle would be the best use of the available funds. Those who
have never participated in the budgeting process are prone to assume
that public budgets are infinitely elastic. If only the budget-makers
want to, they can find the money for any use. But those with experi-
ence know well that, no matter how generous the supply of funds,
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there are always worthy competing uses to be considered. If the state
of California had a billion dollars to spend for the purpose of pro-
* noting greater equality, and better social and economic opportunity,
it is far trom clear that the expenditures suggested by the Senate Com-
mittee, or those adopted by the legislature last December, are the best
available. Housing and transportation needs, for example, must be
compared to the needs for higher teachers' salaries and smaller class
sizes in poor districts. Indeed, there is a paradoxical feature of the
California report: it proposes to devote a half billion to categorical
aid for disadvantaged youth, but the bulk of that money to be di-
rected to the five urban school districts identified as the scenes of much
school failure would do little more than offset the funds which are
diverted from that district in the pursuit of equalized financing, and
they would have been inadequate for that in San Francisco. Obviously,
from the point of view of those intended to be benefitted by a com-
pensatory program, it would be more desirable to apply the half bil-
lion on to it the existing financial scheme without the other accom-
modations which seem to be required by the Serranodecision.

A lost horizon in the no-wealth discussion has been the historic
function of local school boards. Their primary on has been to
raise money for public use by persuading fell Azens to forego
cosmetics or liquor in favor of spending on cluid,en. Much of the
money so raised is not otherwise available for public use because only
a local school board is in a position to exploit this somewhat selfish
instinct of parents. The biggest beneficiaries of the traditional pattern
of local finance have been the poorer children in the wealthier dis-
tricts, because they have been privileged to share the pleasures of
their wealthier neighbors on an equal basis. Thus, within local com-
munities, the system has been a source of social equality. Consump-
tion items like golf and music have been socialized. If school spend-
ing is to he standardized, this source of public revenue is eliminated,

iand the parental spending is diverted into the private sector where
economic class lines are sharply drawn.

Let me emphasize this problem by reference to a homely example
of concern to me, For many years, the Ann Arbor Schools have de-
voted three to five percent of their budget to a first class music pro-
Frain, providing instrumental instruction to all children beginning
in the elementary grades, and producing school orchestras and choral
groups second to none anywhere. This investment of funds has been
the result of long-term efforts by perhaps two percent of the parents
of Ann Arbor, who care enough about quality music to speak up for
it. The result of their efforts has been the enrichment of the lives of
many children, some poor, some not so poor, and many from families
whose interests in music was outgrown when Tommy Dorsey went
off the air. To be sure, this social benefit weighs lightly against the
great social needs of our time. I one would choose to spend money
on such a program as an alternative to mass transit. But as long L, it
is the rich people of Ann Arbor (rich culturally, as much as economi-
cally) who are willing to pay the price themselves, or who are willing
to bear political responsibility for raising the revenue by taxing their
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neighbors, who is hurt by such expenditures? What kind of egali-
tarianism is it that compels those super-caring parents to devote their
efforts to upgrading private music lessons, where the poor and the
musically ignorant 1%111 be shut out? The response of some casual
equalizers is to direct these parents to Lansing, where they can urge
a first-class music program for all the children of the state. Bless them,
it would indeed be wonderful to share that program so widely. But
in Lansing their voices will be among the smallest of the many clam-
oring to be sponsored in the state budget. First class, elite, music in-
struction has no better chance in Lansing than a palm tree. Indeed,
even within Ann Arbor, the continuation of the program has been
threatened by the reluctance of Ann Arbor Schools to continue spend-
ing so significantly above average levels. Perhaps such islands of elitism
in the public sector are all doomed, anyway, but it is hard to see that
their abolition will, as a practical matter, advance the historic aims
and values of the Fourteenth Amendment.

Thus, if the state is unwilling to exploit the protective instincts
of middle class parents for a constructive use, others will exploit it
for profit. Meanwhile, I would emphasize, money which these parents
would not be supplying to the public would be partly replaced by
money which must be taken from other public uses, perhaps public
transportation or housing. At the least, this would seem to provide a
reason for some legislative reliance on the local property tax, sufficient
to withstand justice White's inspection, assuming the foundation
grant provided by the state can he demonstrated to provide a reason-
ably adequate basic program for all children.

The sixth practical difficulty listed was the fate of local control if
the no-wealth principle is embraced. It will be recalled that Texas
sought to justify its program as a rational accommodation to the need
for local control, that Justice White expressed the view that there
was no reasonable relation between that policy and the Texas law, and
that Justice Marshall challenged the sincerity of the assertion on the
ground that there is no local control in Texas, anyway.

The position of justice White that there is no necessary relation
between local financing and the measure of local control is not with-
out support. A study by the Urban Institute found no correlation
between the measure of local autonomy and the proportion of school
money provided by the states. Experience in Scandinavia confirms
that local control can be exercised over centrally provided funds. Nev-
ertheless, common sense indicates that there must be some relation be-
tween local control and local funding. While state legislators can take
political responsibility for raising the revenue and might refrain from
exercising authority over its expenditure, there is steady political pres-
sure to intervene. As Professor Simon of Yale has pointed out, this
tendency is likely to he powerfully activated by the probable develop-
ment of state wide collective bargaining. If the state is the primary
source of funds, the economic pressure must be applied at that level,
and the bargaining process will prove difficult to contain. Contracts
will often control a variety of issues such as class size, level of auxil-
iary services, tenure practices, and discipline, which are now cone

1'1
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trolled in significant measure at the local level.
The forecasts arc to some extent confirmed by contemporary be-

havior. State school officials greeted the Serrano decision with a una-
nimity and vigor which bespoke an enthusiasm for egalitarianism not
theretofore revealed by their actions. Their instinctive reach for power
seems also to be reflected in the New York Fleischmann Commission
report. That report advocates full state funding as g means to greater
equality in education, and also strongly advocates greater community
control over education. One of the arguments advanced for full state
funding is that it will enable the state to exercise greater control over
how the money is spent. Insensitive to any paradox, the report then
elaborates, for hundreds of pages, new standards to be imposed on
local schools, including some requiring greater community control.

Concern for local educational autonomy is also confirmed by the
advocates of the no-wealth principle themselves. It will be recalled
that a major reason for the efforts of Professor Coons and his associ-
ates to identify the interest they sought to advance as fundamental was
to leave the rest of local government in tact. Moreover, they also went
to considerable length to develop an alternative method of school fi-
nancing which they have advanced as a more constitutional method
of preserving local choice of school spending levels. This system,
known as District Power Equalization, would, in short, move funds-
from richer districts to poorer districts in such a way that a dollar of
tax would produce the same return in school spending wherever it is
collected, each district receiving an equal public fisc for equal tax
effort. As Justice Powell noted, however, this method of finance has
not been tried. Is it not clear that it would work, that it is politically
viable, or that it is, indeed, really consistent with the no-wealth ideal
inasmuch as spending discrepancies would remain and might be more
closely linked to median family incomes within districts. In addition
to District Power Equalization, Professor Coons is laboriog to develop
other methods of promoting local control in state-funded schools.

Given all these circumstances, it is very difficult to agree with Jus-
tice White that there is no reasonable relationship between local con-
trol and the use of a local finance base. It is equally difficult to agree
with Justice Marshall that local control of education in Texas is a
sham. As Justice Powell noted, the local districts in Texas do retain
the power of eminent domain, the power to choose school sites, the
power to hire and fire teachers, the power to maintain discipline, and,
most relevantly, the power to fund or not to fund a variety of educa-
tional programs. Justice Powell was correct in finding that the Texas
system was a rough accommodation of the conflicting forces identified
by Professor Coleman of Johns Hopkins as: "the desire by members of
society to have educational opportunity for all children, and the de-
sire of each family to provide the best education it can afford for its
own children."

On the other hand, it seems timely to question the desirability of
the goal of local control. This is an heretical question, but a relevant
one nonetheless. It is a fairly well established feature of American
politics that minority interests are more heavily weighed in decisions

fr.,
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made in larger units of government. There are several apparent causes
for this phenomenon. One is that smaller groups tend to produce more
stable political organizations which are less dependent on the support
of marginal minorities. Another is that smalltime political activities
attract less attention and are thus the preserve of the most attentive
constituency, which tends to be the majority groups. It is, thus, hard
enough to turn out minority voters in a presidential election, and
almost impossible in a school board election. Accordingly, although
there will be local exceptions, effective programs of compensatory
education are more likely to emerge from statewide policymaking than
from local policymaking, and still more likely to emerge from federal
policymaking. Reduction of local influence on schools might, indeed,
be the most benign consequence of the implementation of the no-
wealth principle, but it is the consequence which its authors are at
the most pains to minimize or prevent.

Thus, it is especially painful to read the suggestion advanced in
both the California Senate Committee report and the New York
Fleischmann Commission report that local school boards will be re-
lieved of the onerous duty of raising money so that they can devote
more time to school policy. This is visdom reversed. If school politi-
cians like myself, and their camp followers, had solutions to the prob-
lems of school failure which beset our most needful children, those
problems would have been solved. While there is a visible tendency
of educators to sink into uncreative routines, and thus to require oc-
casional external prodding, it is very doubtful that low-visibility, part-
time politicians provide any such constructive stimulation. If local
school boards are not to be permitted to perform their historic func-
tion of raising money that is not otherwise available to the public,
it would seem the better course to eliminate those bodies altogether.

This observation bears on what seems to many the ultimate solu-
tion to all the difficulty, federal funding. Even the federal budget is
finite. If some of it is available to provide for more equal educational
opportunity, how should it be spent? Reasonable minds may differ
about the answer to that question, but few who are attentive to the
consequences would urge that the best course is to put the money in
the hands of local school districts to spend on tax relief and pay or
amenities for teachers. Equalizing the money available to local school
politicians may provide a kind of equality for them and for teachers,
but it won't do much for the children most in need of better school-
ing. This has been made very clear by our experience with Title I of
the Elementary and Secondary Education Act. Although money dis-
tributed under that legislation was earmarked for the educationally
disadvantaged, one local district after another diverted those funds
to non-compensatory uses. The lesson of that experience is that more
federal control, not less, is needed. Generalized revenue-sharing, with
less rigorous federal control, is not responsive to the needs of disad-
vantaged children. Those whose primary commitment is to the social
ideal embodied in the Fourteenth Amendment must find any pro-
posal for unrestricted local spending of federal money to be a mis-
direction of scarce public resources.

.111 101.4 dr)
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The complexity of the local control issue may be illuminated by
a note of comparison. Post-revolutionary French governments, strongly
motivated by the goals of equality and fraternity, emphasized a na-
tional educational policy which obliterated family, community, and
local control. French children, from Provence to Brittany, study by
the same lesson plan. Partly as a result of this system, as is well known,
the French people came not "to care what you do as long as you pro-
nounce it properly." The elimination of French dialects. which were
thought to be sytnbols of class distinction, was a major program of
compensatory education which worked. It worked because of tight
national control. On the other hand, such systems do have a price,
even in equalizing effects. Those families who care the most about
schools and learning, whose children have the most to give to their
peers, go to private schools if they can. It is perhaps not an unrelated
fact that public education in such countries gets little support from
the intellectual and economic elite and is endemically underfinanced.

The seventh and final dlificulty with the no-wealth principle is that
it poses a grave problem of judicial administration. This is very much
a legal consideration, although Justice Powell made no reference to
the difficulty in his Rodriguez opinion, but it was clearly raised by the
decree entered in the trial court. That decree created a significant pos-
sibility of a kind of constitutional crisis which might have been very
costly to resolve.

The court below did allow the Texas legislature an extended pe-
riod in which to create a new system of school financing which would
comply with what the court perceived to be the constitutional require-
ments of equality. One need not suppose that the Texas legislature
would defy the federal court in order to consider the possibility that
legislation might not be forthcoming: legislation does require con-
sensus and it is easily imaginable that none would form. In the event
that the legislature did not act, the court decreed that the state Board
of Education would reallocate the funds derived from local school
taxes in a manner that would conform to the constitution. It seems
almost probable that if this should occur, local districts would repeal
their levies rather than provide funds for use elsewhere. The result
would be that the court and the state board would be left to equalize
spending with a reduced total outlay for schools. Chaos would be the
most probable result. The court and the legislature would have to
share responsibility for closing the schools. In order, presumably, to
save our schools. we would first destroy them. Such arrogance is more
than unseemly. It would be far more harmful to public confidence
in all the institutions involved than continued inequality, however
viewed.

To be sure, the Supreme Court has assumed similar risks in issuing
decrees which called for legislative responses. The reapportionment
cases are the best examples. But the alternatives of at-large elections
or provisional court-drawn districts were far less harmful as ultimate
judicial responses if the legislature should fail to act. judicialization
of the public fist poses a remediation problem of a different order of
magnitude than reapportionment because the courts have no way of
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generating revenue. Or so it would seem. It would, to say the least,
be a new departure in judicial activism for the court to establish and
enforce its own revenue measure. Yet that would seem to be the only
effective alternative open to the court if it were to opt for the no-
wealth principle and yet avoid the risk of a destructive challenge to
the legislature such as the one the trial court in Rodriguez had posed.

Some of the practical difficulties which have been identified might
have been avoided if the architects of the attack on unequal finance
had considered the remediation problem first. One advantage of this
approach is that it might have helped them to maintain eye contact
with the historic Fourteenth Amendment goals which they sought to
serve. Thus, there is one remedy which a court might employ to cor-
rect some financial inequities, which would have the apparent effect
of increasing the resources available to those most in need of better
education. The remedy would be to order the fiscal federation, or
the consolidation for fiscal purposes only,. of rich and poor districts
within a metropolitan area. This remedy could be achieved by court
order without direct challenge to the legislature. and with much less
disruption of continuing educational programs. Although by no means
free of adverse social consequences of the sort identified, the remedy
would he more attuned, in its practical results, to the aims and values
of the Fourteenth Amendment than fuller implementation of the no-
wealth principle in a manner involving all the schools in a state. Un-
fortunately, the more constructive remedy of metropolitan fiscal fed-
eration is so poor a fit with the no-wealth principle that it is unsuited
to enforce it.

It would seem to have been a better service, if it were possible,
for the architects to design a principle that would have fit that rem-
edy. I have elsewhere tried my hand at that task, without, alas, any
apparent success, But there may be reason to hope that the Supreme
Court of Michigan will use such a remedy if the Michigan legislature
does not respond to its initial proclamations declaring the existing
scheme unlawful. Perhaps such a remedy might have commended it-
self to Justice White if 16 had prevailed in Rodriguez.

I have elsewhere declared the advocates of the no-wealth principle
to be quixotic. They did, indeed, mount a myopic attack on a service-
able mill, the local property tax. And there was a significant risk that
they would be more harmful than helpful to the ultimate interests
they sought to advance. It is my impression that this appraisal is be-
coming somewhat more widely shared. As it does so, the no-wealth
principle seems likely to subside. Practical men, alert to all the social,
economic, and political consequences, will join in the Court's ap-
praisal that the cost is too high, if all that we accomplish is an ethical
gesture.

For the time being, therefore, the problem of equity in school fi-
nance remains a legislative problem. It is well that this is so, I think,
because the problem is so complex, so polycentric, that almost any
judicial intervention promises to be counter productive. Courts must
act on principles; principles are realistic only if they nre nkiressed
to simpler problems than those of school finance; only those having
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no such commitments to clear reason, can accommodate all the con-
flicting values involved. Legislatures are such organizations. There was
something quite awry that a novel, complex, and consequential idea
such as district power equalization should be designed for presentation
to a court, for no court is suited by composition or process to give it
a fair appraisal. The legislative work will be tedious, and at times
disheartening. but it will be done.

On the other hand, it should not be assumed that no school finance
litigation will succeed. If the plaintiffs can identify themselves as a
truly broadly disadvantaged group, and can show that they really are
deprived of effective basic educational services, and can limit the focus
of their attack in a manner that makes a judicial remedy manageable,
they may well prevail. All dna the Supreme Court has demonstrated
in Rodriguez is that it will not challenge forty-nine legislatures to a
political variation on the game of chicken, for the purpose of confer-
ring an uncertain benefit, on children who have demonstrated no spe-
cial need, at the expense of unidentified taxpayers and consumers of
other public services. Less demanding plaintiffs may well get a more
favorable reaction.

Meanwhile, we should give the champions of the no-wealth prin-
ciple their due. What could be more becoming to Justice Marshall
than to invoke, on behalf of children who are neither black nor poor,
the very right which he won so bard as the advocate of those poor,
black children in his great victory of thirty years ago? His action and
his words bespeak a commitment to principled decision-making which
is the blood of the judicial enterprise. And of Professors Coons, Clune,
and Sugarman, it must be said that they overran their target because
of what may seem to some of us an excessive commitment to an ethi-
cal ideal. But it is just such ethical idealism which redeems American
law from being a harsh oppressor of the powerless. Over the longer
arc of time, the future is with them.
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"The ultimate wisdom as to these and related problems of edu-
cation is not likely to be devined for all time even by the
scholars who now so earnestly debate the issues."

Justice Powell in San Antonio Independent School
District, et al. v. Rodriguez, et al.

APICES RODRIGUEZ

In the short time that has elapsed since the announcement of the
Rodriguez decision a heavy gloom has descended upon some members
of the school finance reform movement. It seems appropriate therefore
to devote some opening remarks toward lightening this pessimistic
mood. In the first place the writers of the majority opinion did go
out of their way to indicate that they were not endorsing the status
quo. Specifically they said, ". . . certainly innovative new thinking as
to public education, its methods and its funding, is necessary to as-
sure both a higher level of quality and a greater uniformity of op-
portunity. These matters merit the continued attention of the scholars
who already have contributed much by their challenges."1 While the
court was thus inviting the academic community to continue the in-
vestigation of fiscal systems for education, it was also placing the re-
sponsibility for upsetting the status quo squarely on the heads of the
state legislators: ". . . the ultimate solution must come from the law-
makers and from the democratic pressures, of those who elect them."2
Any state legislator therefore who believes now that the "heat is off"
has badly misinterpreted the intent of the court and is indulging in
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wishful thinking. To the contrary, this particular kitchen is only
beginning to get warm.

There are some other points that might be made for the benefit
of those reformers who find their enthusiasm at low ebb after Rod-
riguez. There is still hope for reform in the state courts in suits which
rely upon specific items in different state constitutions." The out.come
of these cases will, it is true, give the school finance world even more
the appearance of a "coat of many colors" than it already has. Much
will turn on the language of the education articles in each of the
state constitutions. It is probable that some of the older constitutions,
particularly dose modeled after the Northwest Ordinance, will offer
more possibilities for litigation than constitutions which have been
more recently revised, or in the case of Illinois, completely rewritten.
A great deal will also rest on the "strict constructionist" versus "broad
constructionist- traditions of each of the state courts. School finance
reformers will also now be.turning their attention to plans for amend-,
ing the federal constitution to make it speak more directly to the
question of whether education is a "fundamental right." The notion
of adding an education article to the federal constitution is not new-,
but it usually has been torn to pieces on the reefs of the church-state
issue before it has had a chance to make even a maiden voyage.

The silver lining in the Rodriguez cloud may be that it will afford
us a sorely needed breathing spell in this hectic race for school finance
reform that has been so obvious in the _last eighteen 'IL-midis. No man
can say with certainty just how many "alternatives" have been pre-
sented to state legislatures since August of 1971 when the Supreme
Court of California handed down the Serrano decision. By referring
to the reporting facilities of organizations like the Education Com-
mission of the States, the Lawyers Committee on Civil Rights Under
Law, the National Organization on Legal Problems of Education, the
various divisions of the United States Office of Education, and of
course the National Educational Finance Project, it is apparent that
the number of serious fiscal proposals before state legislatures can
now be counted in the hundreds. Even those of us who have been
active in this field for some time find it quite difficult to keep posted
on all the proposals being put forward by responsible groups and
individuals. We do, indeed, need time to step back and observe the
forest instead of being lost in the trees. Such is the purpose of this
paper, to consider again the ancient problems of equity in school fi-
nance and then to analyze briefly the strengths and weaknesses of
some alternative solutions that have been proposed for these prob-
lems. That we have been working this forest for no less than seven
decades is perfectly true. Elwood Cubberly first pointed out the equity
problems III school finance at the turn of this century.4 We would
not have the audacity to take up the axe again were it not for the
certain knowledge that each new generation reinterprets these old
equity concerns in a different perspective as the years progress. Surely
none would deny that the recent wave of school finance litigation has
added new and interesting dimensions and this fact, we hope, justifies
yet another logging expedition.
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Before we start felling the trees, however, it might be a good idea
to remind ourselves that the solutions that men pose to serious social
and economic problems do have a way of baknring on them. That
great legendary figure of the North. Paul Bur you. learned this the
hard way. It seems the forests of the North were plagued by swarms
of particularly discomforting mosquitoes. Word reached Runyon that
in Louisiana they had developed a specie of fighting bee that de-
stroyed mosquitoes. Bunyon was delighted to hear this good news and
lie promptly sent for a sample of the bees. For while 'things were
fine and the insect civil war proceeded in excellent fashion as the
southern bees kept the northern mosquitoc,; in check. thifortunatey,
the bees and the mosquitoes started behaving like people; that is, they
got tired of fighting. settled down, and intermarried. To his horror,
Bunyan then discovered that the progeny of this miscegenation turned
out to have stingers on both ends. It would not be t:Ifficult to find
state department personnel, or members of state legislatures, whc
have discovered that imported new ideas in school finance, when
grafted without proper inspection on native stock, turn out to have
strange and bitter fruit. States who have invited outside experts to
investigate their educational fiscal structure would be well advised
to inspect their "southern bees" carefully.

ASPECTS OF THE EQUITY PROBLEM

Rodriguez has not changed the economic and fiscal facts, only the
legal interpretation of those facts. In this section of the paper we
shall endeavor to show that the equity problems persist no matter
what the courts have said about them in the past, or are likely to say
about them in the future. After all, if we are to believe Mr. Justice
Stewart, a method of financing the public schools can he both "chaotic
and unjust" and still remain "constitutional." and it might also be
recall "d that even Justice White, who found for Rodriguez, was con-
strained in another caw to note that ". . . the Constitution does not
provide judicial remedies for every social and economic ill."

First, there i the matter of possible inequities among taxpayers.
Table cne contains some basic data which sets the stage for considera-
tion of this aspect of the equity problem. In this and other illustra-
tions in this paper the author has drawn upon data from Illinois
for two reasons. First, he is inure familiar with that state than with
other states, and secondly, that state has recently completed no less
than six volumes of school finance stitches that provide a good deal
of material for everyone interested in these matters." Parenthetically
it might be .iaid that Illinois is also a particularly good place to study
the many aspects of the general equity problem. States which are
large in size, which have many school districts, and which have ex-
tremes of wealth are particularly prone to equity problems and !lli-
nois, unfortunately, fits all three requirements very well.

It will be observed in table one that if two taxpayers of equal
individual wealth resided in the Maple Grove Elementary School and
the Metropolis City Elementary School the unfortunate taxpayer re-
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TABLE I
BASIC TAXI,AVER Equal l'anntxm

(h.timns DATA)

District

1964 Yotal
FAuc. Tax Bale

(per $100)

1970 oprr,
Expenditure

per pupil

-_-_.
1968 Ass.
Valuation
per pupil

Maple Crave
Elementary 0.41 1,583 387,835

Metro. City
Elementary 1.72 628 11.68(1

Joppa H.S. 0.83 1,901 257,853
Metro. City

Elementary 1.74 814 27,769
Chicago Unit 2.53 1,053 23,407
Brockport Unit 2.73 669 3,612

Note: All except Chicago are in Massac County.

siding in Metropolis City will pay a rate over four times as great as
the taxpayer residing in Maple Grove and yet that unfortunate tax-
payer would receive a bundle of goods and services priced at less than
half of those received by his more fortunate neighbor in Maple Grove.
Lest it be argued that these differences are really cost differentials
and do not reflect quality levels it should be pointed out that these
are neighboring districts located in the same county in southern 1111-

nois. A similar situation exists r. the fortunate citizen in the Joppa
high school district and for his infortunate neighbor in the Metropo-
lis City high school district. Citizens in Chicago versus Brookport.
which are located at opposite ends of the state of Illinois, are not
quite so far apart in terms of tax effort, but their similar tax effort
produces quite different results. This lack rot equity for taxpayers
exists in varying degrees in all states of the Union. Even in the state
of Hawaii, where full state funding has been the rule, some local
amounts of "add-ons" have been allowed in recent years which then
reintroduce the equity problems. Although economists are far from
being in agreement as to how to evaluate this situation, at least some
believe that this state of affairs violates the principle of public finance
known as the "equal treatment of economic equals."

Perhaps, however, one is not interested in this "horizontal" tax-
payer inequity matter but rather in what is sometimes termed "ver-
tical" equity; that is, the equal treatment of economic tinequals. If
such is the case then the soape of the distribution of expenditures per
pupil will likely become the focus of attention. Those who study this
facet of ti,c equity coriplex are usually more concerned with effects
upon students than with "fairness" among taxpayers. Figure one shows
the distribution of expenditures pet pupil in most states outlined
with a solid line. The evidence indicates that this is a skewed distri-
bution.' Malty would argue that the desired distribution is that indi-
cated by the dashed line, that is, a distribution whose variance has
been reduced by making the distribution approach the shape of a
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normal or bell-shaped distribution. This school of thought frequently
concentrates upon "leveling up" expenditure levels for the poorer
school districts, or, in terms of the diagram, shifting the curve to the
right. In some cases this school of thought holds that the expenditure
levels of the more affluent districts must be frozen in order to ap-
proach this desired "normal" distribution. A closely related school of
thought argues that there is some "permissible" variance that society
will be willing to tolerate among economic unequals. It i, !..t.1:1 that
perfect equality is not desired, but that the variance should be held
within socially "permissible" limits. The works of Arthur Wise con-
tain several references to this notion." In this theoretical formulation
equity is to be sought by reducing the variation in expenditures per
pupil, in tax rates, and in wealth among school districts. Many among
this group would also insist that the real desideratum is to eventually
reduce the variance in achievement test scores or in some other meas-
urements of school output. Titus all students would leave the common
schools (K.-12) on a more equal footing than when they entered those
schools, and the race for rewards after the common schools would be-
gin on a more equal basis.

The defense of this particular notion of social and educational
equity is more political than economic, and is of very ancient deri-
vation. Relying on a stream of thought that is traceable at least to
Jefferson, and probably to Aristotle, it is maintained that the body
politic is neither safe nor stable if there exists great variations in
power, wealth, and knowledge. The defenders of this view of society
would seek to establish a broad middle class, well educated citizens,
and active participants in the political process. This "golden mean"
would then become the major underphuung of a democratic society.
Ii Iced, the notion of "one man, one vote" itself assumes a configura-
tion of society not greatly unlike the one sketched here. Extremes of
wealth, knowledge, and power would be allowed, but would be con-
trolled, hence the origin of the normal curve shape. Such an ideology
also assumes correlations among the three factors of knowledge,
wealth, and power, and that assumption would be challenged now by
some educational analysts.°

There is a third dimension of equity that has arisen out of recent
school finance litigation. This has understandably been expressed in
legal and constitutional terms; however, it is not necessary, nor is it
even desirable to always address the issue from the point of view of
those who wear the coif. We have reference to the notion of "fiscal
neutrality." This aspect of equity can also be approached from a
socio-political frame of reference, in fact, as the efforts of Aiken and
Clime tend to show, a defense on strictly economic grounds may prove
difficult." It can be argued that status in an open and democratic so-
ciety should be achieved by individuals through their own meritori-
ous behavior rather than being ascribed to them by the conditions of
their birth. This ascription of opportunity can very well include the
wealth of a school district into which a student happens to be born,
or into which his parents happen to move. Grubb and Michelson/
speak of this in terms of 11. . . disassociating school resources flowing
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Actual
---- Desired

Low
Expenditures, Services, or Product

Figure 1
Permissible Variance Model

to children from certain inequities among their parents . . ." and
correctly point out that the fiscal neutrality concept views children as

. . . Independent of their parents and equal citizens of the state"
Much broader philosophical justifications for this support of achieved
status over ascribed status can be found in Vilfredo Pareto's concept
of a "circulation of elites" or in Arnold Toynbee's similar notion of
a "creative minority.""

On a more practical plane the goal of fiscal neutrality is simply a
state of affairs in which local district wea!th will no longer determine
the level of goods and services that are provided to students in an
area as crucial to their life chances and upward social mobility as is
K12 education, It is also maintained that where local wealth has
acted to create unequal ascribed levels of educational services then
state, governments have a positive duty to redres3 this situatioa. In
fact, it has even been argued by some that this is the first and fore-
most duty of state departments of education." All of this may sound
to some like quite revolutionary talk, but actually the fiscal neutrality
concept is much more conservative than at least some versions of the
previously described 'permissible variance" notion. In the first place,
as Guthrie and Levin are continually reminding us, if we really
arc to take the "permissible variance'' notion seriously then we must
proceed to allocate sonic multiple of the dollars to the poor districts
that we now allocate to the rich districts. To put the matter another
way, for all adolescents to start the race for rewards in life on an equal
footh$ at the time they divest themselves of mortarboard and gown
folowmg high school gradua ion requires that the state governments
make considerable investmen s in students from the poorer districts.
This is true since there has been such a low level of human capital

1. ,ftd
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formation prior to formal schooling. Fiscal neutrality would require
no such large compensatory investment schedule since it restricts state
responsibility to countervailing only local school district wealth. Those
who advance fiscal neutrality as a proper state goal are much more
likely to talk in terms of school inputs rather than in terms of school
outputs. It can not be denied, however, that a state which moves to-
ward fiscal neutrality may also find itself reducing the variance in
expenditures, services, and perhaps even output, but that is not the
major purpose of the fiscal apparatus.

Fiscal neutrality is also conservative in another context. To make
educational service level decisions independent of local wealth levels
is to enhance local control rather than to restrict it. The joint dissent
by justices White, Douglas, and Brennan held that the states, ". .

must fashion a financing scheme which provides a rational basis for
maximization of local control, if local control is to remain a goal of
the system. . . :45 Adoption . of fiscal neutrality would provide a
setting in which, for the first time, poor school districts would have
as much meaningful local control as would rich districts. Fiscal neu
trality certainly does not prohibit, and may in fact promote, different
levels of educational spending due to differences in local school boards
and differences in the preferences of local populations for education
as opposed to other forms of goods and services. In this light it can

4.
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be argued that the notion of fiscal Neutrality enhances local consumer
sovereignty rather than restricts it. Indeed, it is exactly this continued
variance in expenditures that worries most of the critics of fiscal nett-
trality. Later in this paper we shall review such criticisms.

If one does accept the notion of fiscal neutrality as a desirable
goal of state educational fiscal policy then still further questions re-
main to be answered. Bow are we to know when this "neutrality"
has been achieved; in prior. research cattchtcted lay the author and
by others it has been held that a statistical tool from the discipline of
economics. known variously as the Gini coefficient, Gini index, or in-
dex of concentration is an appropriate technique for operationalizing
the concept of fiscal neutrality. It appears to have several advantages
over tilt Pearson product moment correlation and other statistical
wchniqrs.1° Figure two shows how this measurement works. The
cumulative percentage of students ranked by wealth is compared with
the cumulative percentage of expenditures from state and local
sources. It is also possible to make this comparison separately for ex-
penditures locally raised, and then for expenditures raised both locally
arid front state sources. When absolute fiscal neutrality is reached the
lowest 10 per cent of the students ranked by wealth will then receive
10 per cent of the expenditures available for education, the lowest
20 per cent will receive 20 per cent, etc., etc. Such a function is then
the straight line described in figure two. The. conservative nature of
the fiscal neutrality concept is now fully revealed since a truly com-
pensatory fiscal model would require that the lowest 10 per cent of
the students ranked by wealth should receive more than 10 per cent
of the total funds available for education. To the extent that any
given state's educational allocation system then departs from fiscal
neutralitiy a curve will be described which departs from the straight
line, This curve, sometimes called a Lorenz curve, will pass. through
point B rather than point A. In such a case the lowest 10 per cent
of the students ranked by wealth will receive less than 10 per cent
of the state and local funds available for education, the lowest 20 per
cent will receive less than 20 per cent, etc., etc. A numerical value
can be assigned to the degree to which the curve departs from the
straight line by a number of ft,cans. An appendix to this paper pre-
pared by professor R; mesh Chaudhari sets forth one possible calcu-
lation procedure. Readers interested in the computer software neces-
sary for su. u a calculation are urged to correspond with professOr
Chatulliari.17 The Gini coefficient can have either positive or negative
values depending upon what variables are placed upon the ordinate
and the abscissa of the graph. The difference between figure two and
figure three illustrates the effect of state aid in moving a state toward
a conditi in of fiscal neutrality.

EQUITY IN LONGITUDINAL PERSPECTIVE

It seems particularly appmpriate for state departments to conduct
longitudinat investigations of progress toward, or perhaps departure
from, some of these equity goals. In order to encourage such studies

14
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this portion of the paper will extract some data from such a study in
111inois.'s In figures four, five, and six the "permissible variance" no-
tion discussed previously has been used. The operational specification
of this concept was in terms of the so-called "coefficient of variation,"
that is, the standard deviation divided by the mean and multiplied by
100. Division by the mean is necessary to partially offset inflationary
effects on these measurements. Other Widowed techniques could have
been used; for example, one might have placed all the variables into
their logarithms and then compared the simple variances of these re-
sulting log distributions.

Figures four and five indicate that the relative variance has indeed
been dropping in Illinois with regard to expenditures per pupil and
with regard to tax rates for educational purposes. If the equity goal
is to reduce the variance and therefore make it more "permissible' or
"acceptable," then Illinois has moved in that direction. That this
movement has aot been due to equalization of wealth among school
districts can be seen from figure six. While high school districts show
a reduction in wealth variance this is not true for unit districts, nor
is it true for elementary districts. One should not

in
automatically

to the conclusion, however, that this reduction in expenditure and
tax effort variance has been the result of deliberate state fiscal policy.
Some of the reduction might be attributed to selected state fiscal poli-
cies such as raising the minimum teacher salaries allowed in Illinois,

High 100

Low 0
0

Percent
100

Students Ranked. by Wealth
Figure 3

Combined State and Local Resource Effects Shown by Lorenz Curve
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(a to the effects of certain aspects of the general aid formula, However,
it is much more likely that these reductions in variance among school
districts within states are due to broader social and economic forces
operating in the society such as the effects of collective bargaining by
teachers or the rising expectations of rut, areas for better educational
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services. Some support for this broader interpretation can be found
in table two which reproduces data compiled by Marian Bendixsen
for the National Committee for the Support of Public Schools.'D It
will be noted that variation among distrtcts in expenditure per pupil

r did drop strikingly in the United States from 1940 through 1960 but
that the reduction since 1960 has not been so pronounced. The prow
ress of the states on this criterion does vary and may be due in part
to various degrees of district consolidation and reorganization that
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have taken place during this period of time. The particular measure-
ment used, i.e., the range between the 98th and 2nd percentiles, taken
in the form of a ratio, is unfortunately quite sensitive to a few deviate
districts and may therefore not be quite ah reliable as the variance. On
the other hand such a ratio does not need to be corrected for infla-
tionary effects, which is necessary when the variance is used.

TABLE 2
RATIOS OF EXPENDITURES OF 98TH TO 2TO PEACENTILE

(SELECTIONS FROM BENDIXSEN DATA

39.40 19.50 59.60 66.67

United States 15.50 5.53 3.86 3.14
New York 4.03 2.78 1.84 1.98
Illinois 5.30 4.93 2.49 2.46
Michigan 4.77 4.08 3.49 1.88
California 2.86 2.17 1.91 2.27
Colorado 4.38 3.36 1.86 1.73
Nevada 4.36 2.86 1.37 1.14
Utah 1.68 1.33 1.42 1.32
Wyoming 4.97 5.13 1.98 2.08

It might be tempting to some to draw a policy conclusion from
this reduction of variance which could be described as "do nothing
and let time tAke care of the inequity problem." There are at least
three reasons why that would be unsound. In the first place we don't
have enoirg-IFIdngitudinal studies to be perfectly sure of this trend.
Secondly,-In the event that what we are observing. is due primarily
to school district reorganization and consolidation, then there is good
cause to expect this variance to stabilize and reduce not much further.
In many states school district reorganization can not proceed much
further without encountering problems of morale and motivation in-
herent in very large school systems. Illinois, one should very quickly
hasten to add, is not such a state. There are still over eleven hundred
school districts in Illinois and this accounts for much of the equity
problems in that state. But there are logical limits on the degree that
consolidation can solve inequity problems even in Illinois. Consoli-
dation and reorganization can make the greatest contribution when
it possible to merge richer districts with adjoining poorer districts.
Unfortunately we know that in many metropolitan areas the rich dis-
tricts are found contiguous to one another in geographic clusters and
poor districts are likewise grouped geographically together. Very little
progress CAI be made toward greater equity by merging a cluster of
small poor districts into one larger poor district.2° Finally, we are
talking of trends here over at least twenty years and probably longer.
It is unlikely that the social and political forces desiring more equality
of educational opportunity are willing to wait decades for the 'auto-
matic" accomplishment of such a goal.

Figures seven, eight, and nine illustrate the application of the Gini
coefficient. Illinois, like California and a few other states, is plagued
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with so-called "dual districts,- that is separate elementary and high
school district. as well as the normal K-I2 jurisdictions. This greatl
complicates all fiscal an:11Ws in the state. With regard to these %ilia-
tate elementary and high schtail districts. it appears that some limited
progress has been made toward achieving fiscal neutrality; however.
the progress is so slight that one need hardly call attention to it. In
the important category of unit distrit Is. e.g., the K.I2 jurisdictions.
there has been no progress toward achieving fiscal neutrality during
the period under analysis, 1965-I97 I. To put this matter another Way.
in the unit districts of Illinois. the poorer students were receiving just
about the same slice of the pie at the end of the time period that
they were at the beittning of the time period studied. A major limi-
tation upon this knid of analysis must be acknowledged, however.
"Poor" students are operationally defined in this study in terms of the
property valuation per pupil of the district in which they happen to
reside. This may well be a weak specification of wealth in spite of
the tact that it is the definition currently used in most grant-in-aid
lormulas throughout the United States. The literature on the dis-
agreement over how to measure the wealth of districts is large and of
long standing. We shall look at a new twist on this old problem at
the conclusion of this paper. It is certainly possible that elilierent find-
ings might emerge it income were used in the longitudinal studies
rather aim property valuations per pupil. However, in many states
including Illinois, this verges on idle speculation since the possibility
of obtaining a time series of district income data is virtually nil.

ALTERNATIVE SOLUTIONS TO THE EQUITY PROBLEMS

Assuming state legislatures and state departments of education arc
at least mildly interested by the foregoing recital of equity problems,
what alternative solutions are available? School funat.ce analysts have
shown a proclivity for manipulating the allocation side of the general
fiscal equation rather than the revenue side to achieve equity goals.
This may well be a mi.itake since equity goals can also he sought on
the revenue side of fiscal matters. However, a tradition that is seventy
years ohl is not easily broken and this paper wilt also concentrate
upon equity solutions that stress allocation procedures. NVe shall first
describe saute haste choices that a state must make and then explore
the specific problems connected with each of these choices.

Conceptually, one can think of four levels of choice that the state
must make in designing its educational fiscal system. The most basic
choice consists of whether funds will be raised entirely from the state
level, or whether the state will operate a system in winch some funds
are raised locally, and some funds are raised by the state. History aunt
tradition in the United States have largely made this first choice for
us since only one state in the Union, Hawaii, operated with no local
funding until Mg. and with only very limited local funding there-
after. There have been students of school finance in the past, and
there are certainly those in the present who arc not at all happy with
this inherited fiscal structure. These scholars believe, and believe very
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strongly sometimes, that lull state funding is the only ultimate solic
tion to our equity problms.' If. however. society allows history and
tradition to make the choice in favor of partial sta1 funding, or it
we deliberately select partial state funding over hit state funding,
then that very action sets the stage for the next cla.ice that most be
matte. This second choice is whether we shall have in allocation syw
tern based on the notion that one should try to equalize local re-
sources, or whether we should do nothing about unequal local re.
sources.

%%Ali le most states base chosen to establish an allocation system that
does provide state funds inversely to local wealth and thus attempts
to compensate for unequal local resources, it should be pointed out
that even this basic decision is still open to clebati: in some circles. If
one has very strong fiscal convictions of a comervative nature, it can
be argued that selecting a school district in which to reside and in
which to raise one's children is essentially an exercise in consumer
sovereignty by individual families and that the state has no business
interfering in this marketplace transaction." In the terms of this Ide-
ology, citizens should tote with their feet. that is, they should move
to the district that otters them the bundle of educational goods and
services they desire and that they can afford. If they desire snore than
they can afford, then they should simply work harder to get the re-
sources to spend for this pureose.

However. when one considers the spillover and social benefit ef-
fects that K-12 education is presumed to have, and perhaps equally
important, when o to is confronted with the vast wealth inequalities
among school districts in some states, even the most dedicated follow-
ers of the doctrine of "the hidden hand" begin to waver. There are
also assumptions made in the "pure consumer sovereignty model"
aliout the rights of minors and about the case of family geographic
mobility that many would not accept. It is also obviously quite diffi-
cult to square the pure consumer sovereignty model with some of the
equity assumptions made in the first part of this paper.

On a more practical level, it might he recalled that there are a
few states that do rely primarily upon local resources to support their
schools aided only by state flat grants, with no specific equalization
provisions. Connecticut is the example usually cited to illustr -e this
state of affairs. This may be somewhat unfair to that state since Con-
necticut does provide equalisation in a more general sense by provid
ing special purpose grants to districts with concentrations Of disad-
vantaged children.

Once a state has decided that it will operate an allocation system
based upon equalization principles it has reached the third level of
decision-making. At this point three alternatives are open. The first
is to provide for equalization by flat grants, but to increase those flat
grants to stich a site that the poorer districts are brought to near
equality with the vealthier districts entirely from state resources. Ob-
viously such an action increases greatly the amount of state funds
requited, and such states rapidly approach full state funding even
though they may not be so classified by those who devise typology
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systems lor school finance. Ilk slaIL of 'New Mexico is an example of
this kind of at rattgentent. It one wishes to observe the quite different
elle( t. that Ilat grants (an haw when used in conjunction with differ-
ent degiees oI local support a com.nism. 1)1 the two states of New
Mexico and Connecticut is ittstructtve.

This 'Nati( ular large that grant option has not proven %ei point.
tar; however. and moo of the states have selected a second option for
handling then (lints ploblems. litis second option is known vari-
ously as the "foundation approach," or the "minimum adequate fon
cation' or by the name ()I the men who worked to develop it. e.g.. the
-Strayer-flaig-Nfort" approach. As nearly everyone knows who has
ever been subjected to a basic (ourse in school finance. and that in-
chides almost all certified school administrators in the United States,
the essentials at this system are that the state sets an expenditure level
below which no child's education will be allowed to drop: the local
district is then repined to also make a minimum local tax effort, and
the state then makes up the difference between the foundat'on level
and the amount raised by Mc minimum required tax effort. More has
been written on this particular allocation formula than on any other
topic in the whole field of school finance."

Since we do not wish to add here to the already ex:ensive litera-
ture on the foundation approach all that we shall do is to imint out
that local districts need exert very little local incentive to take advan-
tage of the benefits offered by the state under these arrangements.
Specifically. all the local districts have to do is to set the required
tax rate and spend the required minimum amount for a child's edu-
cation. This much they must do since many states have penalty pro-
visions for those districts that tax less than the required rate, and
spend below the foundation. Strictly within the framework of the
equalisation formula. however. these foundation systems place very
little emphasis upon local decision-making or upon local tax effort.
Outside the formula, in the so-called "local leeway" area, there is
of course room for the operation of local incentive and local effort. but
under the Strayerl{ail; -Mort approach that focal effort goes unre-
warded.

A state may de,ide. however, that it wishes to reward local effort
or to stimulate 1wu I incentive to spend for public education. It may
do this in the name of pros iding that "op/a/ exproditurrs should
result from rqual (Wort.- -It such is the case a third option will be se-
lected. This third option will be a system which still disburses money
inversely to local wealth. but which will also take into consideration
the effort the local district is exerting for education. This in turn
depends upon the willingness of a local district to allocate a larger
part of its scarce resources to education rather than some other public
function, or for that matter to reserve thaw resources for utili/ation
in the private sector. Unfortunately there arc some semantic problems
at this point since this third option goes by different names in (*.ilk:r-
ent parts of the country. In various places it has been called per-
centage equalisation. resource eguali/ation, guaranteed tax yield, and
guaranteed valuation. The most recent entry into this local incen-
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Live tategor is "district power equali/ation." There are some Billet
elites among thew local incentise %%stems. bin to detail all these clif-
Icicnrrs take us 1.11 111101111 the ACOIR* of this papet.

FhiS 11% to the loin th loci of decision making which is the
mu." technical of the him levels and has proven the )Host frustrating
to legislator 5. 14)inen. aitil even some professional educators. Ilow-
CVO% if our really wishes to 110(1(1st:1nd the mechanics of educational
fund distribution there is nothing for it but to enter the esoteric and
frequent') abstruse realm 01 equaliiation equations. An important de-
cision at this level may be to select a general limn for the equalisation
equation. Fabl three illustrates the three most common equations
l,rescrrtli used in the United States.

In the first formula: 1: is the loundation level per P is the
pupil wont. capital R is the requited local tax rate, and V subscript i
the local propel valuation !KT pupil. This dilation has liven used
extensiiel in many states since the early 1920s in the East and in
the I930., and .10., in the West. The second two equations are mos
valise of the Icxal incentive pthicy option. In the second equation E
is an exileuditurc per pupil figure that is subject to several definitions.
linen it is the current operating expenditure per pupil in the district.
although it can be defined as the expenditure locally raised; V sub-
script s is the state average valuation per pupil. In the third equation
small taw r is a local tax rate. again subjet t to several definitions
but usually the tax rate for operating expenses and V subscript g is
a property valuation per pupil guaranteed by the state.

Although the "pure form" approach to equalitation formulae is
a useful typological techiiiiie. it does have definite limitations. Each
state uses slightly inherent definitions of the variables and constants,
rearranges those parameters within the equations, and then proceeds
to add weightings of one sort or another. The result is that there is
hardly a state in the Union that does not depart in some important
respect from the equations shown in table three. For example, New
Jersey. Wisconsin, and in some respects Utah all have allocation sys-
tems whk are similar in a general way to the bottom equation of
table three, labelled here a "guaranteed tax yield" approach. A similar
sstem is under active consideration in Illinois." [however, in New
jersey the small case r is not really the actual tax rate in the district.

Tun.F. 3
Mon commorav Um) EQUALIZATION FORMULAE

---
l'hc Foundation or Strayer. Haig Formula:

= FP RV

The Percentage Equalization Formula:

Vi= FP (I 5)
Vs

l'he Guaranteed Tax Yield Formula:
G = [r(Vg Vi)]
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but rather the local operating expenditmes taken as a ratio to the
guaranteed %%dilation hgure. It is tIiti it li011 "COMptiled- tax rate
rather than the actual tax rate.

The Utah system is interesting in many respects and educational
fiscal analysts in that state are to be congratulated for anticipating
many of the deyeklanents elsewhere in the United States. Originally
the allocation system in Isiah had two levels of guaranteed tax yield
operating 011 of a coliventional Strayer-I laig or foundation level
formula. Locally these two levels were labeled the "broad leeway pro-
gram" and the "voted leeway program." The lack of uniformity in
school finance terminology is quite apparent here since the term
"leeway" in the usage of mans educational fiscal analysts refers 10
the ability of local districts to add monies from their own tax bases
unavviqed by the state over and above the foundation kW!. In Utak
this was not the case since in both the "broad leeway" and the "voted
leeway- programs the state govei mein guaranteed a certain yield
liont vault increment of tax effort in excess of the amotmt mandated
for the foundation program. I knee the Utah system could be classified
in the guaranteed tax yieltl category, or more precisely it 7'. a model
mixing the top and bottom equations of table three. Me shall have
more 1.0 say ut these "mixed later in this paw-. Recently
Utah has folded its "broad leeway" program back into the. general
Strayer -1 laig model and now operates a "two tier" system rather than
a "three tier" system. '11w tiled of this is to move Utal..away some-
what front the "reward for local effort" principle which so lung domi-
nated that allocation system. It appears that this was done )11 the belief
that "reward for local ellort" aided the wealthy districts more than was
originally thought. The many states which are now cunt( ',wining
adding incentive provisions to their allocation systems wont do well
to study the Utah experience carefully."

There are also a good many permutations and comb:nations of
the middle equation of table three. While New York at d Pennsyl-
vania have been using the equation in something clew to the form
shown here, there was one year in which Massachusetts -.vas ,fixing a
local share parameter set at .65 rather than .50 (as intik 'nett in the
table). and Iowa was using .25. In that same year Rhode Island and
Vermont operated the equation without a specified local share pa
rameter. For those interested in exploring different equation possi
bilities there is no better place to start than the compilation made
at regular intervals by Thomas L. Johns."

Allocation systems are not always expressed too well by formulae.
For example, while it is possible to express the "district power equali-
sation" notion in a single equations it is perhaps more understand-
able to the average reader if left in the form of the schedules in which
it was originally expressed by Coons, Chine, and Sugarman." Table
four illustrates such a schedule recommended for Illinois by Raymond
Lows." In this system the tax rate the district has selected on the right
is matched with an expen.ature level guaranteed on the left. The
state then makes up the difference when the selected tax rate does
not yield the guaranteed expenditure level when that rate is multi-
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'ABLE I
PROPOS' I) St III OF /IMF TAX RATIo

%MI .511 %DI I 1111- I IS i'tK Writatriv NTH.

Expenditure revel
Per II rightrd Pupil

Rase Tax Rate
(Per $100 AI')

S I.210.00 $ 2.50

S I.127;00 $ 2:25

1000.00 S 2.00

S 87500 $ 1.75

750:00 $ 1.50

S 625:00 S 1.25

$ 520:0 $ 1.08

plied by the local assessed valuation This particular function is linear
that is, a constant rate of increase in guaranteed expenditures is
related to a constant rate of increase in tax rates. Benson and his
associates have experimented with functions which are uon-linear: spe-
c ucally they provide greater guarantees at the lower tax rates than
at the higher tax rates.'"' These "DPE" systems frequently have pro-
visions whereby the district that raises more than the guaranteed
amount is required to contribute the surplus to a pool which is then
used for the less fortunate districts. However, the DPE system need
not contain such a "Robin Hood.' provision, if the state is willing
to finance the added cost of the formula from other sources. Due to
the forceful advocacy of Coons, Clune, and Sugarman and the help-
fl development by Benson, DPE is probably the most ntlar ex-
perimental knot of educational grant-in-aid in the United States. As

..t, however, tut state has adopted a completely UPI? system and as
we shall see later there nut% be good reasons for not depending en-
tirely on the DPP: concept.

'There are not only differences among states but also among school
Infant analysts who try to classify and interpret these many alloca-
tion sstems. For example. Erick Litultuatt in a recent article treats the
second and third equations of table three as the same general form."'

:'`_3
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We are less inclined to do that since in Illinois we do not find that
E and r are closels cos related, and hence the two equations give a
different panel n of mons distribution. Of course it is perfectly pos-
sible for two float jOli to 11;1L similar general theoretical chat ;titer-
istics and set sield quite different (Usti ibutions 01 money due to dif-
ferences in how certain satiable% are defined or simply due to the
constants selected in the equations. Such nuts well be the case in
this situation.

I'o the frequent!) posed inquiry, "how many different kinds of
rqualiiation sirens ate there?", there are two kinds of responses.
If one has in mind the kind of major ixtlicy decisions we have de-
scribed here as "choice levels" that there can not be more than three
or possibly Poor. floweser. at the lowest level of decision-making the.
number. nt.ts %yell be infinite since all manner and kind of pupil
weightings can he introduced and the variables and constants re-
arrang'.tl in many different ways. To any given local school district,
however, decisions maul' at the most technical level are nevertheless
wry important since it may mean millions in state support, especially
to the largeANy:tritts. The fear that a local district sometimes Mani-
fests that it will he "hurt" in a formula change may be well founded
in the long run but in the short run "save harmless" clauses in the
new legislation usually protect the district for at least a year or two
after the adoption of a new formula. 'There is no denying, however,
the powerful motivation that local superintendents have for under-
standing even the most minor changes in the state allocation system.
This partially accounts for the great number of "formula experts"
that enterge from the walls each time a major change in the allocation
system is considered by any state legislature.

Decision-making at the most technical level can, unfortunately, be
quite divisive among educators. Urban districts very quickly learn that
all thesc! formulae can be loaded with different kinds of weightings
which are, in fact, correlates of the poverty found in central cities,
and can hence be of use to them. Rural districts learn to seek out and
promote thc inclusion of variables that will benefit them. In Illinois
there is a continual battle between representatives of unit districts
versus those from dual districts. Professors of educational administra-
tion may not have helped this situation very much since many of them
become much too ego-involved with the formulae they have created,
or helped to create. Members of state legislatures can also come in for
a share of the blame here since the introduction of successful formula
legislation confers a certain amount of status among legislative col-
leagues. A certain amount of this competition in the allocation for-
mula field is probably useful or at least inevitable. On the other hand
when these "formula fights" become too personal and too intense they
weaken the chances of meaningful fiscal reform.

COMBINATION SYSTEMS OR MIXED MODELS

Professors of school finance like many of thk .r other colleagues in
academia try to make the world understandable by putting reality

iat
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into little boxes anti neatly labelling the boxes. !Sut reality has a pet
sistent way of creeping out of those boxes and becoming all mixed up
again. Our modern world of rapid ccnumunications greatly facilitates
this. Organizations mentioned earlier in this paper. especially the
National Educational Finance Project and the Education Commission
of the States have greatly facilitated the flow of school finance infor-
mation between states with the result that relatively "pure" allocation
systems are becoming almost as rate as "pure" races among mankind.
It is therefore likely that any classification system for allocation for-
mulae can have but limited durability and usefulness.

To illustrate this a number of "combination" systems have been
extracted from recent state reports and appear in table five. The first
proposal, put forward in New Jersey. would seek a solution to the
equity problems by establishing a large flat grant and then operating
a percentage equalization system over the top of this flat grant." The
second, suggested by Richard Rossmiller, would operate a guaran-
teed tax yield plan over the top of a similar large flat grant." In
Oregon Governor McCall is proposing a combination of a flat grant

TABLE 5
COMBINATION SYSTEMS

I. Flats Plus Equalization:

A. New Jersey Tax Policy Committee:
1. Pat Grant set at average expenditure per pupil in state.
2. Equalization above Flat Grant by the percentage equalization formula:

Vi
G = E Pw [I .5

Vs

B. Richard Rossmiller:
1. Flat Grata set at 81,000 per pupil
2. Equalization above Flat Grant by Tax Yield formula.

G = l'w R pig Vi]

II. Foundation Plus Equalization:

A. William McLure:

G= F TR --) Pw TR (Vi)
QR

where:

F = Foundation Level
Tr = Tax Rate
Qr = Qualifying Rate
I'w = Weighted Pupils
Vi = l'roperty Valuation per pupil

B. Utah Two Tier System

C. Power Equalization Schedule Operating over present Foundation Formula.

dr, .
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of $900 rith an equalization provision operating to the SI200
A number of proposals also operate from a notion that a basic foun-
dation formula can be operated first. alit: then incentive elements
can be built into the s)stem to operate over the top of the existing
foundation program. Such is the nature of sstems suggested for con-
sideration in Illinois by William NIcIaire.''. and Robert Pyle." The
Utah "two tier" system is also of this "combination" .nature as has
been previously noted.. proposal gaining ground in sonic circles is
the notion of simply grafting a district power equalization schedule
on top of the many existing foundation level schemes. Essentially this
is the Lows approach since the base of the schedule shown in table
four is the actual required tax rate and the required foundation level
in the Illinois Strayer-Haig-Mort type formula. Some of this may be
simply "faddism" as the i)pitlar;ty of the DM system continues to
sweep across the country. On the other hand there have always been
serious stnilents of school finamr who have maintained that some local
incentive elements should he incorporated into the allocation proce-
dures irrespective of whether it is DPF. or some other mechanism for
encouraging "reward for local effort." For example, William Mc Lure
has maintained this position in Illinois for a number of years."

Recent proposals in Kansas 3$ and Florida by Walter Garms and
Michael Kirst also illustrate this mixed model approach." In the
Kansas case a linear district power equalization schedule is proposed
operating from a foundation level of $777 and a qualifying rate of
$1.75 per hundred valuation for districts with enrollments in excess
of 1,000. For districts with less than 1.000 enrollments the foundation
level rises to S1000. The Kansas proposal contains additional aid for
small school districts which is bou al to be controversial. Proeonents
will argue that the proposal accurately reflects the needs, particularly
the sparsity needs of rural small districts ill Kansas, while opponents
will maintain that it simply builds in rewards for diseconomies of
scale and thus insures inefficient spending in the small school districts

The Florida proposal is part of a broad and far-reaching plan for
improving education in that state which includes recommendations
in the personnel, governance and curriculum areas as well as in school
finance. What is of interest to this paper is the provision that all the
remaining local leeway in Florida be power equalized up to the state-
wide property tax ceiling or "cap- of 10 mills. Thus there would re-
main no local leeway not equalized by the state. Should this provision
be adopted. the basic equalization grant system in Florida would re-
semble that in Utah. There would remain, however, sonic important
differences between the Florida system and the Utah system. especially
with regard to categorical aid for disadvantaged students.

The Florida proposal contains sonic other interesting features in-
cluding a sixty-three million dollar cost of living index and a seventy-
seven million dollar state compensatory education program. These
two special provisions are very important parts of the proposed finance
package and they are seen as trade-offs between different kinds of dis-
tricts. The comeensatory education prow am tends to help the rural
districts of Florida, while the cost-of-living adjustment helps the lir-

0 1,
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ban districts. It should he noted that !tower Nuali/ing tax rate tiff-
revenus of 0.70 per hundred valuation to IMO per bundled valuation
is a vely dillelent matter than attemptiog to do the same for diller-
clus as large as 1.1.) per bandied valuation to pet. hundred valu-
ation. This latter iange was noted in a lecent e; for a certain silt"
category of twit districts in Illinois.'" Power equali/ing dillemics this
!mge tould require vastly more state finals than were needed in
Florida. Notiag the mandated seven mills and the state-wide ten still
limit Guilts and First accurately observe: -In effect, local t hone is
already coustraiiid to very large degree. Because of this Florida al-
ready meets the -Serrano- criteria better than most hta WS:. II

WEALTH. NEEDS. AND CATEGORICAL AIDS
In our exposition of the alternatives for treating equity problems

in school finance we have conveniently itmored some very difficult
definitional problems and sonic policy choices not directly concerned
with the selection of allocation sstems. We shall make brief mention
of these here. primarily for the sake of completeness. reali/ing that
none of these items will he given an adequate coverage. First. there
is an ancient problem in the school finance literature concerning what
constitutes an adequate definition of a "poor" school district. Tradi-
clonally this debate was cast up in terms of whether property tax
per pupil was an adequate definition of the "fiscal capacity- of a ills-
trict. or whether additional measures of wealth, particularly different
kinds of income measurements, should be included within the defini-
tion of "fiscal capacity:42 With the passage of years the distinction be-

tween "needs- and -fiscal capacity" became blurred. it was then
argued that income was a good measure of the "human resources' of
a school district and that a human resource poor district was a "needy"
district regardless of its property valuation status." Carms and his
associates have developed some interesting ways of including a "needs"
dimension into pupil weightings if the basic assumption that socio-
economic poor districts are "needy" districts is accepted.4

Due largely to the efforts of Betsy Levin and her colleagues and
Joel Berke and his colleagues we know much more now about the
consequences of introducing an income measurement into grant-in-aid
formulae." It came as something Of a surprise to some to discover
that the introduction of an income measure was of greater use to
rural districts than to turban districts. It is also apparent now that the
specific type of income measurement introduced has a great deal to
do with the resultant pattern of state tumid distribution. Per capita
income will not produce the same distribution as per pupil income,
and family iticome produces one distribution while corporate income
produces another distribution. Considerable regional shifts in state
aid are also likely to occur. In Illinois. Indimia, and Ohio the southern
portions of those states would probably profit from the introduction
of an income measurement into the gram-in-aid formula as would
northern Wisconsin. eastern Kentucky, northern Michigan, etc. Shifts
of this magnitude would Ix! bound to produce considerable political
conflict.

E) #\.
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'0 111111'11 to the "Heeds- (chart' the Miner of that ColltIOVvls'
seems to rest on whether educational "needs" should be determined
directly. Of whether certain socio-economic measurements can he ac-
cepted as surrogate or substitute variables to stand for those educa-
tional needs. The present wt:imiit of professional opinion is probablyon the side of tr,olig to measure these educational needs thrctiv. This
is due to the iiillneme of extensive studies completed by the National
Educational Finance Project concerning cost dillerentials for different
categories of "'wetly- soldents. some of the most important of which
were conducted by William NIcIant. and Richard Rossini Iler.t. The
recommendations of the Fleishman!' (:ommission in New Turk Static
rclittive to including a direct measurement of educational needs in
the form of achievement test scores has also strengthened the case of
those %du world prefer to work directly with educational needs,
rather than with some soioeonomic substitute for these needs.4'

But the inclusion cost differentials in grantin-aid formulae is.
like so man other matters in school finance, still debatable. (:ritics
of this approach argue that the inclusion of these cost differentials in
grartin aid nwillulac constitutes a sort of circular reasoning or at
best a "sell-lulfilling prophecy.- Unit cost studies art. conducted by
the state. and then these same parameters are introduced into the
funding formulae. The result is that the costs established at one point
in time. and frequently on the' basis of a small sample of districts,
are froin- into the allocation ssteni until such a time as the legis-
lature sees fit to change them. Further, there are some very difficult
problems involved iU identifying the target populations on which
these cost diflerentials were first established, and to which they our
subsequently to be alplied. In a sense, giving a cost differential
weighting to a particular kind of student establishes a preminin or a
bounty Oil that kind of student and the state may siuldenlY find that
it has far more special educ..,. students, vocational education stu-
dents, compensatory students, etc., than it ever thought th;.t it had.
Strict scrutiny of classifications to prevent double cllIltillg of rodents
would also be necessary. There would also seen! to be sonic phycho.
logical and sociological problems colinected with labelling students
in groups for funding purposes. None of this is said to discourage
research in the cost dilleremial tradition, but only to emphasite that
important problems remain when this approach to "needs" has been
taken.

. new twist on the old wealth problem will bring us finally to the
consideration of categorical or special purpose aids versus general
purpose aids. Recent studies by Churgin Berke et W., and (;Tubb
and Nlicl.t.lsotil" have reopened the question of whether poor students
are really to be found ru poor school districts, or more specifically
whether income poor students are not also to be found in property
valuatimt wealthy districts. Apparently this was a very important con-
sideration in the majority onion in Ilmirigu:, the majority of the
court acoepting the contention that aid to property valuation poor
districts might not necessarily aid income poor students. At present
this contention seems far froth well elblisheti empirically. However,

r( 1'3
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W 11111st resist the 11.1111 ati011 t establish t est a ble ettlpirit al 11)1)0111e
ses on this subject and comment lather on a possible policy implicit.
tlull IA this claw 0%ns%. It Inas well I r that state itolic make' s will
IlOW Avkil le \atIlill ingelltial 01 slate categot als
for 111 dis,Ithatttagetl.

Slate tatemolicals in m..ttctal have 11%14111v been loom' to be
t'illi:111/111.4 1)111 Itillit'S 11Nliall% ill*Vi CO1111)111111 1)1

Stall' dl) 111)1 locus it:wind:iris upon (-mewl-it-al% km
the disadvantaged.'" It is noteworthy that (:alilornia recentiv wrote
11111) law an eimht%-two million dollar stale categorical grant lot the
disadvantaged oet though that same lemislatow has not seen fit to
pass e thel district power equaliiation aiiv ol the other general
purpose educational finance %%stems that haw liven la esented II) them
III the last eighteett months.'" it is also of mote than passing interest
that major slate school f.nance studies in New Volt, t:alifornia. and
Florida have all called for the establishment of huge st tie special pur-
pose grants for the disadvantaged.11 A smaller grant program has been
recommended for

hete ate some good arguments lor seeking et ualitation goals
thtottgh tatemot ical or special potpow grams rather than through the
general purpose grant-in-aid formula. in the first place if there really
is a serious problem of income poor students in property valuation
%scantly districts, as some analvsts now allege. then the siwcial purpose
grant will target money directly to these students. Secondly. the funds
in a special purpose grant call be followed more closely and the ef-
fectiveness of those investments checked more carefully than when

thebinds are comingled with the general flow of state aid. Thirdly.
the special purpose grant tends to satisfy those legislators who claim
that increasing teachers' salaties will simply eat tip any increase put
into the general purpose trmula, and the effects or the additional
molter for the disadvantaged will he lost in the process. Fourthly, re
quirements for innovative new expenditure patterns call be placed
mote easily into special purpose grams attd this tends to counter the
arguments of those %dm express doubt ;it spending more money for
"the same out thing" in the public schools. Finally. if the definition
of "disadvantaged" students is established ill terms of students front
low income [amities, it will be found that ninth of this aid will go
to rural areas of the state. as well as into the central city school dis-
tricts. and this will help greatly in mustering enough votes to pass the
measure in the state legislature.

As would be expected there is a debit side to these state cate-
gorical% for the disadvantaged. In the first place they lend themselves
to a "band aid" approach to serious problems. There is a constant
temptation tot the kgklattire to establish a small and inoostxptett-
tial program and then proceed to imome the basic problem lot several
Years thereafter. Special purpose of categorical grains also tend to
Intik! state department bureaucracies. 01 (1)111SC the legislature nut
control this partially by limiting the amount of funds made avail
able to administer the program, but seriously limiting the :Rimini.
trative overhead money will probably cause the programs to be badly.

q
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supervised. The result will be that the iitent of the legislaure will
then be thwarted. special pm pose Or categorical programs also quickly
attract their own lobby groups among state legislators and frequently
the chief state school officer finds that he has less than the full control
over his own shop. The special purpose or categorical programs tend
to develop a political power base of their own with cousequent prob-
lems for coordination and efficiency within stale departments of edu-
cation.

BRIEF EVALUATION OF THE ALTERNATIVES

A thorough evaluation of all these alternatives would require much
11101°C time and space than can be given the subject here. Nevertheless,
we shall outline at least some cot the 11101°C important weaknesses of the
alternatives described above. Let us start with the full state funding
proposal.

If and when hill state. funding is adopted the effect of the "dem-
onstration phenomena- ends. No longer will it be possible for a su-
perintendent to cry %volt (Am. the fact that the kmrents of the children
in an adjoining district have seen ht to provide better educational
services than do the parents in his own district. We professional ecru-
tutors have played this convenient little game of "catch up" for years
and it has worked rather well. It must be admitted that there is even
a sense in which we don't really want the equity problems discussed
previously completely solved. For years we have traded on the guilt
of the affluent districts to raise the expenditure levels for the poor.
With the outset of full state funding our little game is over, and the
entire responsibility for decisions concerning the level of funding for
education shifts to the state legislature. Some authorities do believe
that the state legislatures will discharge their responsibilities in a
creditable fashion." Regrettably there is no way of knowing whether
this faith is justified or not. The experience of the Canadian province
of New Brunswick is not reassuring, but that particular area has so
many economic development problems that it is probably not a fair
test of hill state funding.'" Certainly the record of state legislatures in
keeping foundation levels current with rising prices is not such as to
give one much confidence in their performance should they take over
the entire funding decision. A good many legislators arc also not
overly thrilled about the prospects of state-wide teacher negotiations
and the concomitant possibilities of statewide labor disputes that
would probably attend full state funding. Nor is it clear that teacher
organisations will endorse a proposal to transfer most or all of the
negotiations from the local to the state level.

The criticism of lull state funding that is offered first is usually
that such a fiscal arangement would destroy local control. We arc in-
clined not to stress this point. however. The amount of research avail-
able on this matter is quite small and understandably so. A generali-
tation as vague as "local control- is hard to operationally define. Some
study has been clone on the subject. however, and these efforts do not
seem to support the contention that local control must necessarily
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suffer as the percentage ul funds provided h state governments in-
creases. We are inclined (c) believe that much %mild depend upon
just how the funds were delivered to local school districts under lull
state fundii.g. if funds were delivered to local districts in large un
restricted block grants that a considerable amount of local control
might remain. flowerer, it is 1 ;u' bum certain that state legislatures
would be willing to pass such unrestricted grants. In any event, it
should he remembered that school finance is very much a part of "po-
litical economy- and that myths are frcitttently just as important in
this area as reality. If enough legislators believe that full !AMC Wild-
mg will destroy local control then the necessar legislation simply
will not pass.

If full state binding is rejected. (or whatever reasons, then we shall
continue to struggle with piolems of partial state support. 'lime ma-
jor question will then become just how much is "partial..? OF to put
this another way. just how much funding will flow through the equali-
/ation systems, assuming twitter that at least must of the states will
continue to operate equaliiation gram-in-aid systems. This is a very
crucial tptesiion. It is far 1110re 1111VEtallt than some of the mote tech-

Cal questions concerning the exact form and detailed nature of the
distribution tumid:ie. Even a formula with relatively weak equaliza-
tion ellects will nvrtheless equalile matters greatly between the
poorer and the richer districts it enough money flows through it. A
number of analsts now agree that the percentage of total funds po-
vided by the state government is more impoitant than the shape or
tom of the equali/ation formula." This is closely related to the mat-
ter of local leeway. Equit can be also accomplished IA limiting the
I.)cal leeway; limiting, that is, the power of the more affluent districts
to use the resources available to them. Those interested in equity goals
might he Ivell advised to concentrate upon these two related matters.
increasing state ail! and limiting local leeway, tattier than becoming
caught up in blood) and fratricidal wars over equalitatio formulae.

in spit, of this imjxrtant consideration we will continue to make
decisii.n. over formulae and therefore treatments of the strengths and
weaknesNes of specific tumuli.' types will likely remain an important
part of the literature. Sensing correctl the rising interest in various
kinds of incentive grant sstenis. including district 1mA-el. equalization.
a number of school finance analysts. e.g.. Jordan. .klexandur. Benson.
and Guthrie, have started pointing out the limitations of those ap-
proaches..'" lit the first place these sstems might result in increased
social stratification and geographic: segregation of social classes as the
dillerent social strata each sought the tax rate they preferred. Should
such a phenomenon occur this would rim directly vomiter to the goal
of increasing upward social mobility. Secondly. local decision-makers
ma not decide to meet the needs id their districts, even it these needs
clearly exist. .s Jordan and Alexander point out. this could easily
haplien in the South where many segregated white private academies
have draiiicd on children of the decision-makers from the public
schools. It takes no great silenth of the imagination to also see this
happening in rural areas of the midwest where far too many "com-

f
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pan store- type %dux)1 boards are primarily colicertted with keeping
tax rates down rather than with providing adequate levels of school-
ing. I'llird, %hat% districts might have a particularly difficult time mt.
der the gum unveil tax yield !town! shut. problems of municipal ot.1-
burden, that is the competing costs of other public services act to
keep educational tax rates down. Fourth, formulae of a guaranteed tax
%kid nature might also stimulate local property taxation and this
would he running tlirectl% counter to a strong trend toward local
popert tax relief. Fifth. there is a special problem of low income
households located ill the property affluent school districts. This has
paitirulaly concerned Ptenson auct his associates. Under 1)11 F.. guar.
anteed tax yield, or some other local inentive system, the more af-
fluent districts might decide to ittcrease their tax effort in order to
obtain more state funds. The low income famil living in the shadow
of a factor% or commercial complex would then Fuld its residential
propert tax Mere:ism% greatly. Mote likel. the low income tomily.
reali/ing this would occur. would simply not rote for the increased
lets and hence the students living in these districts would not be able
to take advantage of the local hiceutive sstin. I'o correct this situa
him Benson and his associals have strongly suggested that a so-called
"circuit breaker" be adopted wherever DPI'. is seriously considered.
fit. "circuit breaker" is a tax credit given to householders where the
property tax exceeds a certain percentage of the family income."
Unlortunately. t.tx credits as broad .is this can cosi the state a good
deal 1,1 revenue. Sixth, students of general local public finance hate
never been especially pleased with these educational "incentive"
grams since they see these grants encouraging local governments to
spend hinds on education that might is ll go into other needed pub-
li services were it not for the stale reward for ellort with regard to
education. Finally. local iucentive systems. perhaps especially percent.
age equali/ation. could have the effect of keeping small inefficient
school districts in business. since the higher costs or higher tax rates
in these small inefficient districts would be rewarded by the state.

II iliac ate ohjectioos to toll state funclittg and there ate also oh-
jectioos to local incentive %%stems. are we theu to return to the foun-
dation program as the most defensible program for school finance? A
good many students of school finance would find that titipleasant as

remark made by I lelih Levin in a slightly different context
plobaLlY adequately describes the standing of foundation systems
among many current students of school finance': . . such subsistence
programs represent insurance against civil disruption much more than
serious attempts at emu:di/Mg o1)portutrities."'.4 Rut traditional Strayer.
llilig.Niort approaches can In' Made to speak to toe equity problems
if the foundation level is raised high enough and if the local leeway
portion beyond the foundation !evil is sufficiently curtailed. Att
teresting use of a "computational rate" rather than all actual qualify
hug rate has been suggested for Illiuois by .\. James Ileitts.'..' This
would have the effect of (Hirt ting much of the state money into imorer
districts raising local property taxes. Some of the difficulties
of adjusting both the founclatiou level and the qualifying rate simul-

frpe %Ply
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taneously are at aided by the Ileitis procedure. Change is so highly
valued, however, in the field of education t hat the more likely "wave
of the future- will be some type of "combination system" 0 " ''mixed
model- discused earlier in this paper.

It should be obvious to the reader by now that the "experts" are
not going to agree on the "best" way to finance the public schools.
lids was made painfully clear in a recent school finance study in Illi-
nois in which the study group split three was in its "final" report.
one gronp advocated full state funding, a second advocated incentive
systems, and a third advocated modifications of the foundation sys-
tems."" In such situations it is under:Amid:dile that legislators, gover-
nors, chief state school officers. and other decision makers might wish
to turn directly to the people for advice on how the electorate wishes
to finance their schools. This apparently is to be the case in Oregon.
Before this paper is printcd and distributed a referendum will have
taken place in that state concerning how schools arc to be financed.
In Illinois a similar bill calling for a referendum has been introduced
into the legislature but its late is uncertain as of this writing."e If
these referenda are limited to what we have termed here "major choice
levels" that th may well provide some guidance where the experts
can not. flowever, it would be a serious mistake to try to cast these
referenda in terms of the inure technical levels of decision-making de-
scribed in this paper. The result would only be a confused and frus-
trated public.

REVENUE AND TAX RELIEF CONSIDERATIONS

Although this paper has been concerned with problems of meas-
uring and defining equity problems, and with exploring suggestions
for overcoming these problems on the allocation side, we wish to
close by making some comments on the revenue side of the fiscal equa-
tion. Occasionally, allocation formulae will be developed with a
thought toward giving some tax relief, although this is not too com-
mon. An examvle of this sort of thing can be found in a recent pro-
posal for Illinois by Ben Hubbard." Basically this proposal is a local
incentive system in the form of a guaranteed tax yieltl. However, it
has been modified so that it also provides for local property tax roll.
hacks to a specified tax ceiling. The general property tax freeze pro-
posals that have been put forward in some states simply lock in the
existing inequities and are therefore of little use in solving the prob-
lems wt. have outlined in this paper. Local property tax ceilings or
"caps,- on the other hand, do have a beneficial effect on the equity
problems since they limit the power of affluent districts to use their
resources and hence move further away front the poorer districts. The
difficulty here is that the poorer districts approach these "caps" or
ceilings much more rapidly than the more affluent districts. The mar-
ginal increment limitations found in many western states, that is, leg-
islation that prevents local property taxes from increasing over a stated
percentage in any given year. may also hobble the more affluent dis-
tricts slightly and hence be of some limited utility in solving the equity
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problems. In a ver global sense, the tax ceilings, free/es, niargiird
increment laws. etc., do contribute to the long 11111 solution of the
etiuitv problem since they discourage local contributions and encour-
age state contributions. These tax iestriction mechanisms ate tradi-
tionall unpopular, of course. with many professional educators.

Politicians who promise to provide general tax relief. :110. at the
same time. promise to equalise educational opportunities are either
financial wi/ards. or the!, arc being somewhat less than holiest with the
electorate. The only way this could occur would be to level down ex-
penditures rather than level up expenditures, and such a system is
usually considered a political impossibility. It is true that it is not
only possible. but probably necessary, to provide relief from local
property taxes at the same time that one provides greater educational
opportunity. After all, the equity problem arises in the first instance
from inequalities in these local tax resources. But this is a far, far
cry front providing genet al tax relief. The solutions we have discussed
in this paper will all require more state funds from some source. Our
estimates for Illinois indicate that the revenue requirements for sub-
stantial equali/ation in that state run almost a full billion in new
dollars, although this could be spread out over four or five years.

These hard-to-come-In new state fonds could be derived from a
state-wide property tax, or perhaps from a state-wide tax only on busi-
ness and commercial valuations, the so-called, "split-roll" proposals.
However. there are sufficiently difficult political and economic prob-
lems connected with the reimposition of state property taxes that the
short run solution is much more likely to be increases in both state
income and state sales taxes. The point to be stressed is that solving
the problw of equali/ing educational opportunity is just like trying
to solve most other social problems; more taxes are almost always re-
quired. This was the reason we spent so much time discussing the
basic nature of the equity problems. Now that some of the judicial
clout has been removed from the scene, elected officials will have to
be presented with compelling argumentation and evidence before we
can expect them to pursue the always unpowlar and often politically
dangerous path of increasing taxes. Recent events in Illinois have not
marls us particularly optimistic about the ability of educators to do
this. Of course, it is perfectly tiossible that these equity problems do
not trouble the average voter and taxpayer very much and, in that
event, we very well still be writing about these problems seven
decades from today.
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APPENDIX A
COMPUTATION OF GINI COEFFICIENT

For measuring equalization. the districts are sorted in ascending
order of wealth which is defined as assessed valuation per pupil in
Average 1)aily Attendance. The cumulative proportions of total open
ating expenditures accounted for by these distric . epresented lip
the vertical axis. The curve thus plotted

Yr%

a Xi...1 Xi
ADA

(wealth )

xn
ADA

(wealth 4)

would be a straight line at 45" to both axes if the total operating
expenditures were equal in all districtspoor as well as wealthy. How
ever, a sagging curve represents lesser expenditures in poor districts
and suggests some inequity. The measure of this inequity as defined
by gini coefficient G is given by the formula:

Area A

Area (A + B)
or after further simplification
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= I 2 Area B
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Area is the ;ilea tinder the curve and if n is the ntinther of districts.
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) t 11111 till I t* I ij tn 1 ' to) the ith district

Then Area 8
ft: (xi - xt_1) + yl)

i=1
2

or 2 Area 8 " " xi-lYi)
iQi

= (xiyo - x0y0 + sly]. - x0y1

x211 x1Y1 x212 x1Y2

xan-1 xn xan " mit-lYn)

to (x211 - x112) (x3Y2 x213)

(xan-1 xn-lYn) xan

t
n =2

(xiYi -1 ' xi -131i) 1

a 1 .1 n); (xi-lYi 2iYi-1)
=

substituting the value of area 8 in eq I
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-7 4
/.. .:

+
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(wealth-44



Alternative Fiscal Solutions 217

Since poor districts get more state aid than wealthy districts, the
curve in this case will be above the diagonal and formula 3 would
result in a negative vahte of G. To avoid confusion we reverse the
sign of G to make it positive. However, Gini coefficient as applied to
state aid must be interpreted differently. The higher the value of G
in this case, the better it is for poor districts and the higher is the
equalization. On the other hand higher values of Gini coefficients for
total expenditure and local revenue indicate lesser equalization.



School Finance Research Studies

As a part of the program of the National School Finance Confer-
ence nominations arc solicited for outstanding research conducted
by doctoral students in the area of school finance. During the 1973
conference the following dissertations were recognized as having made
a contribution to the field of research in school finance.

A STUDY TO IDENTIFY VARIABLES WHICH PREDICT
ELEMENTARY SCHOOL PRODUCTIVITY

BY CARL J. DAF.UFF.R
AuctisT, 1972

CHAIRMAN: DR. KERN ALEXANDER, JR.
MAJOR DEPARTMENT: EDUCATIONAL ADMINISTRATION
INSTITUTION: UNIVERSITY OF FLORIDA

The primary problem of this study was to identify school and non-
school variables which would differentiate high and low productivity
in urban elementary school centers. The problem was investigated in
two phases. Phase one used simple regression analysis to identify a
dichotomous criterion of elementary school productivity through the
measured relationship of pupil achievement and per pupil expendi-
tures. Sixty-eight elementary school centers which served grades one
through six and administered the 1969-1970 district-wide fourth grade
achievement tests constituted the sample in phase one. Phase two em-
ployed stepwise discriminant analysis to find a discriminating function
for each of several combinations of input variables that would predict
high or low productivity. The criterion variable was the identified 30
high and low productive elementary school centers, and the independ-
ent predictor variables used in phase two represented a composite of
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25 school and nonschool input measures and five combinations organ.
i/ed into problem sets for analysis. These hihuled (I) one problem
set %chid! used student rooted variabh.s. (21 two problem sets, one
whit It focused on school %chile tine odic' on all nonschool 'elated vari
able,: aucl (:I) I )WI/Milli W1S G11111,01'1 /MI 111I0 administrative dei-
sion making and inutilet ision making related variables.

Indelientlent %.ariable -rata were obtained from urban district rec-
ord. for school %Cal' I 9(.1:11969. :11111 1111011W data were obtained from
a merger of 1968-I1109 U.S. Office of kimono!' records and the Inter-
nal Revenue records of 19(;0.

In predicting high or low prodotivity, the discriminant analyses
poduced discriminating equalums which classified the itleutifie..1 ele-
mentary school centers into one of the IWO productivity groups.
IVithin each set of equations a maximal mix of predictor 'variables
was ohm.' Yeti. The efficacy of these prediction equations was tested by
calculating both the percent of accurately classified elementary school
centers and the efficiency Of disriinination. or amount of variance ex-
plained by the variables inc hided in the discriminant function of each

problem set.
The major findings and conclusions were:

I. High mid low productive elementary school centers ate ascer-
tainable when using simple regression analysis to measure the relation-
ship of achievement to exixlitlittire.

`' In the composite and admiiiistrative decision making problem
sets, student socioeconomic and teacher preparation predictors tended
to be the maximal discriminating %.ariables of productivity. The find-
ings suggest that %.aryin percentages of pupils bum low income fami-
lies and certificated stall without a degree mav explain most of the
variance between elementary school center productivity groups.

3. In the school related problem set stall sociocultural character-
istics and teacher preparation and experience tended to be the maxi-
mal discriminating sari:dile% of school productivity. The results sug-
gest that vorving percentages of nonwhite professional staff. certifi-
cated stall without a degree and dilleretices in years of teaching experi.
owe may accanint for most of the %qu:nice ill school productivity.

.1. In the administrative nontlecisiou making problem set predic-
tors relating to pupil atteudance and the income level of residents of
a geographical area served by a school center tended to be the maxi-
mal discriminating variable's. The findings suggest that different levels
of average daily attendance b students and varying percesitages of
income above S10,000 may explain most of the variance in elementary
school center productivity.

5. The input-output analytical procedures employed in this study
were generally definitie itt itlemilying input variables predictive of
high and low productivity. The findings suggest that the discriminant
functions derived hi these six problem sets accurately predicted high
or low productivity 110 to 100 pt...cent of the time and accounted for
IkUi to .100 percent of the variance between the productivity groups.
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.1.1 I F. REIATIONSIIIP 11111V1:FN S1,1:1 :1) FIS(:AI ANI)
.CONONIIC F.\( .1 ORS ANI) VOTING BE1t,A%'1014.

IN SC1 10O1. !WI 161.-1. 1 1.1:CTION1

IN Rolit J. (to rit.t., 1970

CtIAINNIA\ : DR. jAmt s vi I v
MAJoR I)I 1.-.NktNitT: 1:.11etA1ioNAI .MAIINIsikArto

1,1NiVi NEIN

The purpose or this st tidy Iva% . ) :11)1)1 llitpilkal tests to COMMUIII%
held notions 01 tilt' ft1OrS Which intlucnrlr voting behavior in school
budget elections. It has been suggested that when large numbers of ,

voters go to the polls at school budget elections, they go to express
their Ernstrations about steadily mounting taxes at the local. state
and national levels. as yell as to protest increases in etlitCatiOlial Costs.
This stitch tests these assumptions by measuring the extent to which
(1) fiscal decisions made 1,5 1)011(1% of education, (2) fiscal cohlitlit
Mehl. not ciiirenti controllable h hoards ill education. awl (l) ex-
vnifitures and lax rates for nonschool governmental units influence
voting behavior in school budget elections.

Data on increases 111 stbool Inn :gets. teacher salaries, school prov-
en) ta rates. debt service payments. the influence of the %tate aid
formula. county and town Inulots and the comitytown property tax
rate were collected front 121i school districts in Neu. York State in
which the first budget submitted to the electorate lot approval in 11169
was defeated, and from 135 randomly selected districts in which the
budget passed. Background data on pupil enrollment, community
growth, and wealth in terms of real property valuation and median
'mudy income as yell number of ners in the election and the
number who cast negative votes were also collected.

The literature on voting beim\ lilt he partisan and school financial
elections suggests that voter affiliation and p;:uticipat;011 fit stable pat-
terns met. time. (:hinges in stable patterns can occur when latent
opinions are aeivated by certain stimuli. It tl.ese newly activated
opinions reach sufficient intensiO, they can l'esult in changed behavior.
particularly a decision to participate in the election, provided the
individual experiences a sense of efficacy, a belief that his vote Will

Fins study sought to determine, then, which fiscal and m1,-
11111161 factors tlo indeed (unction as the stimuli which activate anal
change voter behavior in school budget elections ;Intl what is the e
teIt of their contribution.

To answt1- that question, data lor the state as a whole were ana-
lyted in lour categories (passing-participation, passing-tlissent,
participation and ..ailing(issent) using a multiple regression technique
clesigne.C. to indicate the extent to which each predictor variable
uniquek contlibutes to variations in voter participation and dissott.

results of this analysis were surprising. Only one fiscal factor
the percentage of the budget raised locallyhad an important effect
On the criterion variables L' pla i fling 5 to 19 percent of the 'al iancv
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depending upon the category. Moreover, once the background factors
were excluded. the fiscal and economic factors together accounted for
only ls to 29 percent. More surprising is the almost total lack of hit-
ixatance of the two categories of vat Wiles expected to be strong pre-
dictors consistent with the common notion about causes of voter be-
havior: budget decisions controlled by a hoard of education and non-
school (municipal) fiscal factors.

These results plus the higher wealth of defeating districts suggest
the influence of the regional context of fiscal behavior on electoral be-
havior. Therefore, the 261 districts were grouped by metropolitan New
York City SN1SA, upstate SNISA and non-SNISA and analysis per-
formed for each group independently. Changes from the original
analysis were notable. All variables now explain 23 to 53 percent of
the variation in electoral behavior. But the more striking result is the
differences among regional groups. In rural districts (non-SMSA) the
fiscal and economic factors explain approximately one-fifth of the
variance in dissent, upstate of SALSA 53 percent and metropolitan
New York 47 percent. The influence of decisions controllable by a
board of education becomes more important. The six conclusions of
this study are:

1. Approximately one-half of the variance in voter participation
and dissent is not explained by the factors used in the study.

2. The most consistent stimuli of participation and dissent are
not controllable by boards of education in the year in which the elec-
tion occurs.

3. Teacher salary increases have no effect on participation and
dissent.

4. Non-school fiscal and economic factors are not important pre-
dictors of electoral behavior in school budget elections.

5. The influence of fiscal and economic factors on electoral be-
havior differs according to the geographical area in New York State
in which the school district is located.

6. Participation and dissent in school budget elections are highly
related.

The increase in school property tax rates anti tax levies as a pro-
portion of the total budget over a period of several years were sug-
gested as additional fiscal factors with potential explanatory power.

The findings of this study suggest that the act of voting in a school
financial election is often conceptualized in much too narrow terms.
It is seen only as support of or failure to support a particular spend-
ing plan. While in effect support of the board of education on a fi-
nancial issue is the immediate question at hand, voters are motivated
to participate and cast "yes" or "no" ballots as a result of a configura-
tion of stimuli. School budget elections arc not just an opportunity
for voters to express their concerns about spending for schools or even
poor economic conditions in general. They are all too often the only
opportunity available to most electorates to play a direct role that can
have immediate impact in affecting board of education policy deci-
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sions. The school budget election becomes for at least some voters,
then, a refetendutu on the effectiveness of the schools in general rather
than sitnply a judgment a holt t the wi.dotu of a particular spending
plan.

The specific relationship between non-fiscal stimulus factors and
voting beim ior involves the notion of latent negativism: negative at-
titudes toward the school distt lit are activated at occasional school
budget elections when there are stimuli present sufficiently strong to
=mate the (-Wien to vote. Three non-fiscal factors were suggested
that could activate the latent negativism with the result that voters
withdraw their support front the school district by casting negative
ballots in the school budget elation. They are:

1. Community conflict over a non-fiscal educational issue:
2. Organiied opposition to the board of education:
3. Contests For seats on the board of education.

INPUT-OUTPUT ANALYSIS OF SECONDARY SCHOOLS
IN PENNSYLVANIA

BY RODNEY J. KUHNS, 1972

CHAIRMAN: DR. WALTER J. DELACY
MAJOR DEPARTMENT: EDUCATIONAL ADMINISTRATION
INSTITUTION: PF.NNISYLVANIA STATE UNIVERSITY

In this investigation theoretical input-output models of Penn-
sylvania secondary schools were examined. The purposes of the study
were 1) to explore the predictive relationships among certain specified
manipulative inputs and selected outputs as measured by the Penn-
sylvania Department of Education's Bureau of Educational Quality
Assessment, and 2) to construct and vilidate a better empirical pre-
dictive model. This model should enable managers to discern the im-
pact of various mixes of manipulative inputs on educational outputs.
Manipulative inputs referred to those resources that can be con-
trolled or changed over a short-run planning horizon by educational
decision makers.

If schools are to allocate resources more efficiently, then educa-
tional managers obviously must be

inputs
with more relevant in-

formation concerning the effect of nputs on outputs. The Pennsyl-
vania Plan for statewide assessment was created by legislative man-
date to determine the adequacy and efficiency of public schools in the
Commonwealth. To accomplish this task an educational input-output
model was designed to measure the impact of three broad categories
of educational inputs. They were: I) school and community; 2) in-
structional staff; and 3) student characteristics. Output was measured
by a battery of instruments that include both cognitive and affective
types of learning.

riff-0
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After reviewing the Pennsylvania Plan's findings, a major limita-
tion of the current Pennsylvania input-output model was observed.
Insufficient consideration was given to dynamic organizational vari-
ablesthat is, inputs that could be manipulated from year to year by
administrators to observe the impact On output. Most of the variation
in school outputs was accounted for by inputs that would be difficult
to change or alter in a sortrun planning horizon. For example,
teacher characteristics like sex. age, background, education, experience.
and parental occupational level. ale near immutables over a short time
period. Therefore. educational decision makers wishing to employ
these findings to effect rational change or to alter resource allocation
were seriously impaired due to the selection of inputs utilized in the
model.

There were two primary sources used for data collection. The
Pennsylvania Department of Education, Bureau of Educational Qual-
ity Assessment, generously provided the entire set of 1971 inputs and
outputs. The data used to construct the manipulative inputs were
collected by questionnaires sent to the participating secondary schools.
There were fifty-three schools in the sample with 100 percent response
realized

Multiple linear regression was the analytical model chosen to vali-
date the input-output models. An important result of multiple linear
regrIssion analysis is the capacity to assess the efficacy of each input
variable in the presence of other inputs in predicting or explaining
school outputs. However, a basic problem is to choose a predictor set
front the available predictors (inputs).

There arc a number of methods for selecting a set of "p" predic-
tors from a larger set of "P" predictors. The analytical procedure
utilized in this study was the true step-up regression procedure. In the
absence of a learning theory which specified a priori the order of input
entrance to the model, this step-up regression procedure was deemed
preferable.

Three different input-output models were analyzed and compared
to accomplish the stated goals of this research; the proposed model
using inanity manipulative inputs, the current Pennsylvania Plan's
model, and the amalgamated modela merger of the other two. The
criterion for input selection to the predictor set was at least a one
percent contribution to R.

The major findings were:
1) The amalgamated model, a merger of both sets of inputs to pre-

dict the same outputs, performed substantially better in terms of its
predictive potential (R2) than either of the other two models.

2) The proposed model, containing mainly manipulative inputs,
exceeded or equalled the predictive power of the current BEQA model
on six of twelve regres,ious.

3) A major determinant of student performance, on school output
measures. was nonschool inputs such as family socioeconomic status.

4) Manipulative input performance can be summarized as follows:

4r, rip
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a) Teacher salaries had a positive association with outputs;
b) Preparation coefficient (teacher specialization) was posi

tively related with a few outputs:
c) Teacher load had a consistently negative association with

outputs;
d) Class site, a new index, had mixed predictive effects un out-

puts:
e) Administratke man-hours and outputs were positively as-

soc i a ted:
1) Auxiliary man-hours and outputs were veakly and nega-

tively related;
g) Paraprofessionals related negatively to output;
It) Curriculum units per grade performed perversely by its

negative association with outputs:
i) Students/academic faculty had mixed predictive effects with

strength demonstrated in both directions;
j) Average extracurricular expenditure was only nominallv

related to output:
k) The facilities components, as measured by (I) the building

ratio (crowding) and (2) school site, were relatively weak
predictors of learning outcomes.

') The predictive strength of manipulative inputs was dead) seen
in the amalgamated model where numerous nonmanipulative type in-
puts were displaced or selectively excluded from entering the model.

A basic concern of school finance is the allocation o: ace re-
sources to various competitive educational programs. The general
proposition underlying the development and analysis of the various
input-output models in this study was that specified manageable school
inputs would have a measurable impact upon the prediction of learn-
ing outcomes production. With the identification of those controllable
factors of production that might contribute to improving educational
productivity, the possibility for increasing rationality regarding re-
source allocation is enhanced.

Some of the conclusions that can be derived [ruin this study are
presented below:

I) The amalgamated model. a merger of Nelccted Pennsylvania
Plan inputs and manipulative inputs made a substantially better pre.
diction of learning outcomes production than the other two models
by themselves. Therefore. it is clear that what educators do with cer.
fain resources does taake a difference in learning outcomes. if agree-
ment could be reached on selection of a single output from the multi-
plicity of educational goals and input costs identified, then various
alternative combinations of inputs could he examined in relation to
the costs and the predicted effects.

2) Schools paying higher teacher salaries tended to have higher stu-
dent performance on school output measures. This probably reflected
the schools' ability to attract better qualified teachers or older, more
experienced and more educated teachers.

S) Teacher specialization tended to decrease school outputs. In
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most economic organizations, increased specialization is normally as-
sociated with increased productivity. The relevance of this assumption
in education is questioned by the results of this study.

1) 'Teacher ellecti. (mess in producing learning was related to lower
teaching loads in classroom work. Schools where teachers taught more
hours per week tended to have a negative effect upon school outputs,
other things equal.

5) The school facilities component as measured by the building
ratio (crowding) and enrollment (Ace) were more related to affective
outputs than cognitive. Crowded schools tended to reduce their effec-
tiveness in developing better student attitudes of understanding differ-
imi others, interest in school, and citizenship. Large schools tended to
contribute to lower student self-images but improved their attitudes
toward others different from themselves. These conclusions seem rea-
sonable in that the acquisition of impersonal and more bureaucratic
characteristics. an unfortunate dysfunctional consequence of school
size, probably interferes with the delicate development of sound stu-
dent self concepts. However, the exposure to larger numbers of stu-
dents of different races, religions and subcultures seems to be func-
tional in making students more tolerant of differing others.

6) Curriculum growth and expansion may be dysfunctional. Per-
haps by increasing course selection there has been an inadvertant in-
crease in student confusion in how best to achieve their individually
prescribed goals. Or, increases in course offerings may be creating com-
petitive courses that divert the student's attention away from the ac-
quisition of bask skills and the development of acceptable attitudes.
Obviously, there is more to the production of learning outcomes in
schools than mere increases in curriculum breadth or depth.

7) Utilization of management science models in educatione.g.,
the constrained input-output modelis in its embryonic stage. Al-
though the research findings only provide at best nominal evidence
for moving toward decision models concerning resource allocations,
it does provide revealing insights into the complexities of school
systems.

EFFECT OF HIGH SCHOOL SIZE ON COST AND
INSTRUCTIONAL PROGRAM

BY JACK IRVIN MARCUSSEN, 1972

CHAIRMAN: DR. WII.I.IAM MCI,URF:
MAJOR DEPARTMENT: EDUCATIONAL. ADMINISTRATION
INSTITUTION: UNIVERSITY OF ILLINOIS

There are many facets to the question of school size which school
hoards and superintendents must consider as they attempt to more
efficiently meet the academic, career and social needs of their students.
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The question of prow ant effectiveness and cost, in relation to school
site, has been a continuing concern of those who have recognited the
need for mosolidmion of small schools and se howl systems into larger
cilia:ado:IA units.

Since these early efforts toward rural school consolidation. new so-
cial and economic issues have given impetus to the study of school or-
ganitation, site, student population, program. and economic support.
The financial problem is one that plagues almost every school system
in the nation. The situation grows more critical each year when school
districts must again budget limited resources in an attempt to provide
needed services in a constantly expanding economy.

The major purpose of this study is to identify the critical site
school, defined by the author as that (enrollment) size at which the
cost of the program for a school of any smaller site is too prohibitive
to support an acceptable level of educational opportunity.

The study also seeks to answer severa' other qu,:stions concerning
school site. cost and the instructional program: (1) What percent of
the per-pupil unit cost of the entire instructional program as devoted
to required components of the program? (2) At what point in school
size do casts of operating the total instructional program tend to
level off? (3) To what extent do differential costs of certain subject
matter areas inhibit their inclusion in the instructional program? (4)
To what extent do academic and vocational schools meet the needs
of their respective populations?

A "Program Analysis and Planning Approach" is applied to two
existing schools which serve as the "criterion" schools. The technique
involves four steps: (I) statement of assumptions, (2) cost analysis of
criterion school programs. (3) cost-utility analysis of programs, and
(4) identification of the critical size school.

Three criteria were considered in the selection of the schools used
in this study: (1) program emphasis. (2) socio-economic characteris-
tics of the student population. and (3) location.

The cast analysis is applied to the criterion schools in order to
identify current costs of each course in the program on a per pupil
basis. Current costs include direct instructional costs and indirect cur-
rent costs.

The cost-utility analysis provides for the projection of alternative
school sizes and programs, based on the cost analysis of the criterion
schools. This is accomplished by selecting courses on a priority basis,
required courses first, and pricing out their costs on a fixed budget
basis for each smaller size (simulated) school. The programs of the
simulates: schools are then measured against a set of criteria which
establish r&nimum standards for an acceptable program. The smallest
size (simulated) school meeting those standards is identified as the
critical size school.

It was found that the percent of the total budget allocated to the
required program increases as school size decreases. Likewise, the per-
cent of the total program devoted to required courses increases as
school size decreases. There appears to be some evidence of a breaking
point in school size where the required program tends to dominate
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the curriculum. While small schools attempt to oiler adequate pro-
grams, it can be WM that required courses seriously impede their
efforts Ixqh in a cost sense and consequently, in the number and va-
riety of curricular choices available to students.

Costs for both the vocational schools and the academic schools
tend to level off considerably when enrollment site reaches 1,500 stu-
dents, with au almost total "leveling oft" in schools of 2,000 or over.
A breaking point at which costs cease to spiral upward and tend to
level off seems to occur at approximately 750 enrollment size.

Differential costs of subject matter ares are generally the same
for the academic and vocational schools. High cost subjects include
musk. business education and industrial arts. As might be expected,
vocational education is the most expensive program offering in the
vocational school.

An analysis of the extent to which the criterion schools serve the
needs of their particular student populations indicates that neither
school effectively meets the needs of students who require remedial
courses. Generally, the vocational school appears to better serve its
student population.

On the basis of the data presented, the critical site school for an
academically oriented school appears to be approximately 750 student
enrolliument. Vhile the vocational and academic -criterion schools
used in this study are not similar in site, extrapolation of the data
establishes that a vocational school of approximately 800 to 850 en-
rollment site cyuld meet the criteria necessary to be identified as a
critical site school. Thus it would appear, from an analysis of the data
presented in this study. that the critical site school would fall within
the site range of 750 to $30 student enrollment.

The increasing demands for educational services and the associated
rising costs of education arc well known. As the sources of financial
support reach a point of depletion, educational leaders must search
for avenues of economy.

The analytic technique applied in this study can hopefully serve
as one administrative procedure for analyting costs and projecting
viable alternatives to meet increasing educational needs in a time of
economic crisis. The Program Analysis and Planning Approach can
serve as an evaluation procedure which permits decision makers to
take an in-depth look at their school programs.

This study measured utility objcctises in terms of a program pre-
scription that was considered adequate by the writer. It did not touch
upon actual pupil benefit objectives which involves the measurement
of behavioral changes that are expected to take place in students as
a result of the various course offerings in an instructional program.
This is a much more complicated evaluation of program, size and
cost relationships, which needs to be researched when appropriate
measurement procedures arc developed.
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A STU DV TO IDENTIFY VARI.111.E.S TO PREDICT LOCAL
SCI tool . pRoDucrivrry IN TWO STATES

Ils- Scort N. Ito,F. 1;x1-.. 197"

CnAnatAN: KERN Al ExAxmrt
MAjoa DEP.miNtEsi: Entleivtiosi.u. AuNtmsTRAIos:
INsatmosi: UNtvEksrly or Ftottm.%

This study was 0111' cat two studies sponsored by the National Edu-
cational Finance Projed to identify variables associated with school
district productk itv.

The problem of the study was to find a function of several meas-
urements of socioeconomic. community. and inschool variables which
predicted high and low productivity in two states.

To identif high and low productive districts, pupil reading
achievement was related to per pupil expenditure, deriving a regres-
sion line which predicted the amount of reading achievement ex-
pected for a given level of expenditure. The residual value, difference
between actual achievement and predicted achievement, was used to
measure school district deviation from the expected level of produc-
tivity. Districts that deviated beyond an established minimum were
identified as belonging to either a high productive group or a low pro-
ductive group.

A list of variables postulated as having au association with produc-
tivity was developed through a review of the literature. Variables were
descriptive of sentient socioeconomic background. community and in-
school inputs into the educational process. Data for the variables were
gathered from the two state departments of education and from the
National Educational Finance Project.

Stepwise disci iminant analysis was used to identify the variables
associated with pi oductivity. The statistical technique developed a set
of predictor equations. This predictor function was the best combina-
tion of weighted variables to differentiate between the two produc-
tivity groups. A separate function was developed for each of the
socioeconomic. community and in-school groups of variables. In addi-
tion, a con site function including variables from all three categories
was der lye(

The best combination of variables ill both states was the ompos-
ite function. The accuracy of classification was 81 per cent in State A
and 90 per cent ill State P. Seventy-two per cent of the variation be-
tween productivity groups was accounted for by the composite func-
tion in State A and 90 per cent in State B.

The two states were different in size, populatio characteristics,
economy and geogiaphy. Similarly, the predictor fun..tions were dif-
ferent. Only the variable, percentage of attendance, was common to
both states. Predictor variables of the composite function in State A
were median education level of the adult population. percentage of
pupils eligible for ESF.A Title I programs, and percentage of school
attendance. Predictor variables of the composite function in State 11
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were percentage of personal incomes over $10,000, percentage of school
attendance, percentage of graduates entering post secondary school
education, percentage of teachers with less than 1 years of profes-
sional preparation, percentage 01 enrollment from a minority ethnic
or racial group, average class sir, percentage of teachers with 30 hours
of training beyond the bachelor's degree or with an advanced degree,
and the number of children per nonteaching certified personnel.

Socioeconomic and community variables accounted for more vari-
ati.o titan did in-school variables. 11;:wever, in State B, the in-school
function was able to classify accurately 75 per cent of the districts and
accounted for 9 per cent of the variation between productivity
groups.

Major conclusions of the study were:

(1) The procedure used to study productivity was successful in
that high and low productive districts and the variables that discrimi-
nated between them were identified.

(2) More of the variation between productivity groups was ac-
counted for by socioeconomic and community variables than in-school
variables.

(3) In- school variables acted in combination with socioeconomic
and community vat fables in predicting productivity.

(4) The tiiirerent functions derived suggest that there may be a
unique combination of variables in each state to predict productivity.
Each state should be studied independently to consider the state's
unique circumstances.
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