- DOCUMENT RESUME
ED 101 478 | 80 EA 006 763

TITLE School Finance in Transition. Proceedings of the
National Conference on School Finance (16th, Atlanta,
Georgia, April 1-3, 1973.)

INSTITUTION Florida Univ., Gainesville. Inst. for Educational
Finance.; National Educational Finance Project,
Gainsville, Fla.

SPONS AGENCY Bureau of Elementary and Secondary Education

. (DHEW/OE) , Washington, D.C.

PUB DATE Apr 73

NOTE 227p. :

AVAILABLE FROM 1Institute for Educational Finance, 1212 S.W. 5th

' Avenue, Gainesville, Florida 32601 ($2.75, PB; $3.75,

HB)
EDRS PRICE MP-$0.76 HC-$12.05 PLUS POSTAGE
DESCRIPTORS Capital Outlay (for Pixed Assets); *Educational

Economics; *Educational Finance; Educational
Legislation; Elementary Secondary Education; Equal
Education; *Finance Reform; Full State Funding;
Private Schools; Productivity; *Scuool Support;
*School Taxes; State Aid; Supreme Court Litigat. - ng
Teicher Supply and Demand

IDENTIFILCRS Elementary Secondary Education Act Title V; ESEA
Title V . .

ABSTRACT ' .
This document contains the proceedings of the 16th
annual National Conference on School Finance. The Conference
participants included representatives of State education agencies,
professional associations, and State legislatures, as vell as
professors of school finance, Topics discussed include fiscal
neutrality, cost differentials and cost indices, the supply and
demand of educational personnel, measuring productivity in education,
full State funding of capital outlay, public funds and nonpublic
schools, equal educational opportunity, educational legislation, and
court decisions. Presentations also consider alternative fiscal
solutions to equity problems in public school finance, the prospects
for alternative tax sources for education, and school finance reform
in the States. (Author/DN) :




8

EDI0147

School Finance In Transition

US DEPARTMENT OF HEALTH
EODUCATION A WELFARE
NATIONAL INSTITUTE OF

EOUCATION

THIS DOCUMENT nAS REEN REPRO
QUCED EXAT, Y AL RECEIVED o kK OM
THE PERSON UK ORGANIZAY ON ORIGIN
ALING AT PONT, O viE % GR OPINIONS
STATED DG MDY NBUE AR, Y KEPRE
SENTOFEICIAL NATVIONGL INSTITUTE OF
EDUCATION PO IUN OR POLICY

Proceedings of the 16th National Conference on School Finance

April 1.3, 1978
Sheraton Biltmore Hotel
Atlanta, Georgia

7 AAY

|
™M Sponsored by the

e  National Educational Finance Project
{» and the

Institute for Educational Finance

W 1212 S.W. 5th Avenue
) Gainesville, Florida 82601
-
at

E




CONFERENCE PLANNING COMMITTEE

KERN ALEXANDER, National Educational Finance Project

JEAN FLANIGAN, National Education Association

JAMES GIBBS, School Finance Task Force, U.S. Office of Education
BYRON HANSFORD, Council of Chief State School Officers

ALAN HICKROD, Illinois State University

K. FORBIS JORDAN, Y ational Educational Finance Project
WILLIAM McLURE, University of 1llinois

HARIT.Y PHILLIPS, School Finance Task Force, U.S. Office nf Edu- .
cation

JAMES ROSE, University of Colorado




NATIONAL EDUCATIONAL FINANCE PROJECT

KERN ALEXANDER, Project Director
ROE L. JOHNS, State Assistance Director
K. FORBIS JORDAN, Research Director

PROJECT COMMITTEE

FLOYD CHRISTIAN GARVIN H. JOHNSTON

_Commissioner of Education, Superintendent of Public
Florida — Ad .inistering Instruction, Mississippi

State .

KENNETH MADDEN DON BARNHART
Commissioner of Education, State Superintendent,
Delaware - South Dakota

LYMAN GINGER J. W. EDGAR
Superintendent of Public Commissioner of Education
Instruction, Kentucky Texas '

PROGRAM ADMINISTRATORS

U.S. Office of Education
HARRY PHILLIPS
AMES GIBBS
DAVID PHILLIPS

Financed by Funds Provided Under The Ele-
mentary and Secondary Education Act of 1965
(Public Law 89-10, Title V, Sec. 505) and Spon-
soring States.

This public document was promulgated at the
cost oF $5.93 per copy to provide information to
and strengthen state education agencies,




CONTRIBUTORS

KERN ALEXANDER, Professor of Educational Administration and
Director, Institute for Educational Finance, University of Florida,
Gainesville

W. MONFORT BARR, Professor of Education, Indiana University,
Bloomington

CHARLLES S. BENSON, Professor of Education, School of Education,
University of California at Berkeley

WILFRED J. BROWN, Coordinator of Economic Studies, Canadian
Teachers' Federation, Ottawa, Ontario

BOBRB N. {7AGE, Director of Institutional Rescarch, University of Mis-
sissippi, Oxford

JOHN J. CALLAHAN, Advisory Commission on Intergovernmental
Relations, Washington, D.C.

ALFORD R. SKIP CAREY, JR., Executive Director, State of Mary-
land — Public School Construction Program

PAUL D. CARRINGTON, Professor of Law, University of Michigan,
College Park

CARL ]. DAEUFER, College of Education, Curriculum Research De-
velopment Group, University of Hawaii, Honolulu

EDD DOERR, Director of Educational Relations, Americans United
for Separation of Church and State, Silver Spring, Maryland

ROBERT J. GOETTEL, Associate Director, Educational Finance and
Governance Program and Administrative Director of the Policy
Institute, Syracuse University Research Corporation

JAMES A. HALE, Assistant Professor of Educational Administration,
University of New Mexico, Albuquerque

G. ALAN HICKROD, Professor of Educational Administration, Il-
linois State Univcrsi%

RODNEY J. KUHNS, -Business Manager of Area Schools, Towanda,
Pennsylvania _ '

THEODORE H. LAVIT, Attorney-At-Law, Lebanon, Kentucky

JACK 1. MARCUSSEN, Work-Study Programs Coordinator, Mil-
waukee Public Schools, Milwaukee, Wisconsin

S.P. MARLAND, JR., Assistant Secretary for Education, Department
of Health, Education, and Welfare, Washington, D.C.

THOMAS H. MORAN, Department of Educational Administration,
University of Wisconsin, Madison

JAMES A. PAPKE, Professor of Economics, Purdue University, Lafay-
ette, Indiana

SCOTT N. ROSE, Assistant Superintendent for Business Affairs,
School Board of Brevard County, Titusville, Florida

RICHARD A. ROSSMILLER, Professor, Department of Educational
Administration, University of Wisconsin, Madison

WILLIAM H. WILKEN, Assistant Professor, Political Science De-

artment, Georgia State Univorsity, Atlanta

WILLIAM R. WILKERSON, Associate Professor of School Admin.
istration, Indiana University, Bloomington

r—
J

i




TABLE OF CONTENTS

GETTING BACK TO Basics
S. P. Marland, Jr. . . . . .

ScHooL FINANCE REFORM IN THE STATEs: WHAT SHoutD BE DoNE?
John W. Callahand and
William Wilken .

ALTERNATIVE TAX SOURCES FOR EDUCATION: PERSPECTIVE AND
ProsvrECTS
James A. Papke .

APPROACHES TO EQUITABLE FINANCING OF EpucaTioN IN CANADA:
FEDERAL PROVINCIAL TAX-SHARING AND PROVINCIAL FINANCING
Wilfred J. Brown .

AccoMpLISHING FiscAt, NEUTRALITY
Charles S. Benson

Cost DIFrFERENTIALS AND CosT INDICES: THE ASSESSMENT OF VARI-
ATIONS IN EpucaTtioNaL ProGgRAM CosTs
Rossmiller and Moral .

. EDUCATIONAL PrRSONNEL: SUupPLY AND DEMAND (THFE TEACHER
Case Unper OLiGoroLy)
James Hale .

MEeAsurING PropuctiviTy IN EDUCATION
Bob N. Cage

ConsTiITuTioNALITY OF THE TiTLE | ESEA FOorRMULA: INVERTED
AND REGRESSIVE
Theodore H. Vavit and
Kern Alexander .

RE(,FNT CourT DE~Is10NS AND ScHOOL CAPITAL OUTLAY
Wilkerson and Barr .

THE \Lum AND EXPFRIEN(‘F FuLL STATE FUNDING OF CAPITAL
OuTtLAY
Alford R. “Skip” Carey, Jr. .

PusLic Funps AND NONPUBLIC SCHOOLS
Edd Doerr .

“EqQuAL JusTicE UNDER LAW"” AND ScHooL FINANCE: AN APPRECIA-
TION OF RODRIGUEZ
Paul D. Carrington . . . . . . .

ALTERNATIVE FiscAL SoLuTioNs To EQuity PRoBLEMS IN PusLic

School. FINANCE
G. Alan Hickrod . . . . . . . .

ApstRACTS OF NATIONAL Sciioon FINANCE CONFERENCE AWARD
WINNING DiSSERTATIONS

Page
1

31

17
556

63

79

93

109

135

145

151

159

179




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 schcol 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 vo state school finance proposals 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 he 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 Co-Chairmen wish to express their appreciation to the
members of the Conference Pianning Committee for their assistance
and to the staff of the Institute who contributed to the Conference and
roceedings: Nelda Cambron, Carol Hanes, Thomas Melcher, Hans
ercer, Juhan Mixon, James Stultz, Steplien Thomas, Sandra Watson,
-and {eny Wiblemo.

April, 1973

K. Forbis Jordan
Kern Alexander
Co-Chairmen




Getting Back to Basics

s. Pc MARMND' JR‘

Assistant Sccretary for 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 expericuce, said he has come to the
conclusion that he doesn't believe in trying to achieve human perfec-
tion through government action.

“1 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 thin?.s better,” as
Lippmann puts it, scems 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 cducation revenue sharing al-
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 Nution 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, and—perhaps most important—restore 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 nm‘i the Ex.
ecutive Branch.
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1 think that appraisal should go something like this:

We can amcliovate the problems of America, but we cannot oblit.
erate 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 helieve will be &« 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 Alired North Whitehead observed,
that all truths ave 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 10 God and the States than to our everlasting bureaucracy,
particularly when, not long ago, reform of education, among other
thinﬁs. scemed to be rapidly turning into a Washington monopoly.

ow, many billion dollars later, some people question whether
the Federal Government should intrude at all in educational matters,
other than contimuing to mail out checks. These theorists are busy
formulating a newer l‘imt equally invalid species of the truth. They
see revenue sharing and the general thrust for governmental decen-
tralization reducing the Federal educacion establishment to the somn-
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 oveireactive, oversimplifiedd version of the Federal
future. It coull well be, for example, that the Supreme Court’s de-
cision of March 21 will have the effect of stimulating a great 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 education—consistent with the prin-

' cil)le of preserving the control by local school boards over local
schools.”

There are several way: the Federal Government could help do
this. In the grants consol'dation proposal before Congress, for cx.
ample, there are five are-s in which the States and localities would
be directed to spend the shared revenues—the disadvantaged, the
handicapped, vocational education, impact aid, and supporting serv-
ices.

A fifth area of aid—the priority to achieve equality of educational
opportunity—could 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




Back to Basics 3

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 nltimate 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: 1 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 petitioncd. 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 ogponems of revenue sharing, thai the States simply
aren’t up to the ljo » 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 incquitable support to educa-
tion—and some undoubtedly are—the 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 se¢ fiscal reform in eduention, I do
not want it at the price of further abdication of educational leader-
ship to the bench at any icvel.

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 responsibility—one many of
them have not discharged with distinction in the past—to lift up the
poorer school districts with increused 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, I 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 finznce calls for intervention from the Federal bench, but
all nine justices were agreed that the Texas school finance system,

P
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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 results 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 K)nger 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 costs. The plan will be offered to
the people in a special clection May 1.

I am confident that ieform 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 helps—but 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. Hlustrative is the new policy position
adop(tied by the National Governor's Conference last June 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 cducational opportunity must begin
immediately, progress rapidly, and have the aggressive leader-
ship of clcctc(l officials in State Government.”

“. .. Review of the issues and approaches underscores onc
critical point—the wide variety of alternatives prevents a ‘best
solution.” Nevertheless, States must focus on one prime objec-
tive—elimination of local wealth as the major determinant in
educational opportunity.”

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

The Wisconsin legislature, for exanple, 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-

4
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Rack to Basics 5

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

In Calilornia, Goverunor Reagan lust December won a five-ye.~
battle to reform the State’s educational fimincing system when the
legislature enacted a St billion-plus tax-shift lﬁ;m increasing the
State’s share of the cost of public 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 here,

Governor Milliken of Michigan has, of course, been a long-time
proponent of reform and was, I 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 samne number of dollars per pupil in virtually

__cvery school_glistrict in the State.

Governor Wendell Anderson of Minnesota was able, just about
the time of the Serrano decision, to persuide 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 m.illion 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 inequitics 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 Fegzral 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 ncw role that will best fit
our capacities ‘1nd hy wan 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 entive 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, dliscretionary funds, and research, linking the problems and
experiences of the States and communities into a national network

A sy
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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 OF exercise stewardship over these funds and develop
grants management procedures as distinct from educaiional leader-
ship proce:tures. Consumed by these responsibilities, the agency’s ca-
»acity to render technical assitance waned. But now the movement
yom a categorically based funding posture toward a rore 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 wonld
be quite apart and distinct from the programmatic role—and bear in
mind that there will continue to be categor’ =1 programs under reve-
nue sharing. Actually, we will still be respensible for several billion
dollars’ worth, including a greatly expanded higher education student
aid effort as well as continuing discretionary resource: for educational
reform. Thus, technical assistance wonld 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 « center for professional expertise in
teaching and learning as distinct from paper passing;

Corress)ondingl , 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 coursc, be entirely advisory ir: contrast to the authoritarian regu-
lation-enforcing characteristics of the categorical design. This intri-

uing metamorphosis is a direct expression of the philosophy under-
ying 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. -

* “I'he conception really isn't all that new as far as the Office of Edu-
cation is concerned, however, and we intend to huild 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

23




Back to Basics 7

hav2 expanded under the new Emergeuncy School Assistance Program;
our Right to Read specialists, in another area of technical assistance,
find themselves at this point literally swamped with 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 1 State Program Reviews
which were designed to determine how the States 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 expanded—at the States' request, of course
- —to embrace review and recommendations in all areas of State agency -
administrative functions. SMR 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 giving us a
'-i;articularly extensive and valuahle insight into the possibilities for

ederal technical assistance.

The Task Force was established in direct response to a command
from President Nixon to design solutions to elementary and second-
ary 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 10-person 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 onsite 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 Frocedures and of major
legislation introduced this yeur. As part of a long-range strategy, a
series of substantial papers are now underway, partly by staff and
Fartly by outside experts, dealing with problems and issues ranging
rom 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 integrul and con.
tinuing Vsart 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 terins;
ubout the variations in educational costs associated with different
curriculum approaches and different children including the gifted,
the han(cllicapped, the geographically dispersed, and always the disad-
vantaged. .

Tl?e 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 perfectly applicable in Ohio or Nevada or New Mexico.
1 believe the Education 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-
vitte 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 swcc,) aside all that bars 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 Maryland 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 delivery—on call—of sound, workable solutions
to the cternal problems which -dog our pursuit of educational excel-
lence.

Y




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

Joun J. CALLAHAN AND WiLLiaM H. WILKEN

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

Powerful audicial 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 Minne-
sota, Kansas, North Dakota and Utah.? Equally important, significant
gvisions are now being discussed in states ranging from Maine to
regon.?

egardless of the state, most rroposals for school funding reform
share a common ob{ective: equalization of school district taxes and
expenditures. Accorc inﬁly. 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, espe.
cially for school districts in maior 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, must meet excertional operating
costs, and are cleeply in debt.* 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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10 School Finance in Transition

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 Calluhan suggest that one widely dis-
cussed reform, full state funding, is likely to reduce major cities'
school expenditures while increasing their school taxes.® 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

r pupil revenue yield of local educational tax effort.® Correspond-
ingly, it asserts that several other widely discussed criteria~income,
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.® Focusin
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 finaice a function of state wealth. Simulation
analysis, however, suggests that this prescription may be much less
equitable than it seems.

Assuine, cor instance, that states with major city school districts
decide to guarantce rnrity 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 197172
expenditurce 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

ercent. Additionally, almost all majo- city school districts would be
orced to raise their tax rates—and owing to their relative property
wealth, olten 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 197172 levels? In either
event, most signs point to the fact that major city school districts

A
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School Finance Reform )

‘Tantk |
ACTUAL AND SIMULATED STATE Aid AND ‘TAX Rates By City®

_ State Aid Per Pupil Educational Mill Levy

T Simulated, Simulated,
Actual District Power Actual  District Power
City by Region 1971.72 Equalizing 1971-72  Equalizing
NORTHEAST -
Baltimore $420 $352 12 16
. Boston 242° 226 20 20
Newark 363 365 38 27
Buffalo 676 627 . 14 12
New York 559 556 16 24
Rochester h74 663 17 17
MIDWEST .
Chicago - 399 39 13 16
Indianapolis 266 236 16 18
Detroit 362 168 10 34
Minneapolis 391 422 18 19
St. Louis 247 - 185 1l N |
Cincinhati 147 108 10 32
Cleveland 139 112 11 25
Columbus 162 184 - 14 19
Dayton 177 112 11 M
Milwaukee 184 228 18 24
SOUTH
Miami 391 502 11 10
Atlanta 246 410 12 24
New Orleans 349 166 . 3 16
Dallas 275 194 9 14
Houston 822 t91 9 14
San Antonio 875 178 9 12
WEST
Los Angeles 318 376 13 15
Long Beach 184 303 10 14
Riverside 332 - 827 1 1
San Dicgo 278 325 11 11
San Francisco 207 307 10 24
Oakland 230 380 13 14
Densey 192 229 17 18
Portland 157 108 14 25

Source: National Education Association Research Division, “Local School System
Budget Surveys,” (1971.72). State data are drawn from selected state sources,
SFor example of calculations, see Appendix.

would be placed at a fiscal disacvantage 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 tuax effort in m: lior 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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12 ’ School Finance in Transition

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.

Tame 2

Crey-Stare Per Pueit. ‘TAX Yierbs, 1971-72

Revenue Yield Per Mill of
Property Tax Effort

City by Region City State  City/State Ratio
NORTHEAST
Baltimore §23.38 $34.74 67
Boston 20.79 . 26.66 78
Newark 11.76 26.72 44
Paterson, Clilton:PPassaic N.A. N.A. N.A.
Buffalo 25.19 314.99 72
New York City 50.04 - 49 143
Rochester 38.13 349 109
Philadelphia 2273 19.77 15
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 17
St. Louis 28.15 23.07 122
Cincinnati 30.18 25.15 120
Cleveliand 31.94 25.15 127
Columbus 21.88 25.15 87
Dayton 26.66 25.15 106
Milwaukee 2991 27.95 107
SOUTH '
Miami 5.7 28.57 125
St. Petershurg 2114 28.57 74
Atlanta 48.28 17.12 262
Louisville .11t 20.16 13t
New Orleans 42.56 25.64 166
Dallas h7.60 16.99 339
Houston . 44.31 1699 249
San Autonio 25,99 16.99 153
WEST
Los Angeles-long Beach 60.09/40.07 45.58 132/88
San Bernardino-Riverside-Ontiario  53.88 45.53 118
San Dicgo 49.63 45.53 109
San Francisco-Oakland 112.63/66.01 4H.53 247/145
Denver 47.75 20.66 164
Portland 35.20 $2.38 100

Source: National Educition Association Research Division, “Local School System
Budget Surveys,” (1971:1972). State data are druwn from sclecied state education
departnient 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 H)m-l, 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 M!-.nicipal Overburden

Equalization on the basis of educational tax yicld not only fails
to recognize that cities have a high concentration of poor people, but
also ignores the fact that cities facc extraordinary noneducational
needs and demands. As Table 5 shows, the nation’s {argest 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 ve-
sponsibility for the tunction, 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
roportion of local budgets that cities can allocate to education. As
able 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 Tuble 7 shows, m.'hior city school districts not onry have consider-
able 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
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TAnLE 8

CITy-10-STATE RATIOS OF PER PuPiL PROPERTY VALUES AND PER CAPITA
’ Income, 1970-1972

City-to-State Ratio of:
N 2)
Per Pupil
Property Per Capita
Values, Inconie,
City by Region 1971.72 1970 (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 15 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
Da{ton 106 96 110
Milwaukee 107 109 98
SOUTH
Miami 125 110 114
St. Petersburg 74 107 69
Atlanta 282 127 222
Louisville 131 118 111
New Orleans 166 115 144
Dallas 339 128 265
Houston 249 118 211
San Antonio 158 86 - 180
WEST
Los Angeles-Long Beach 132/88 12110 118/80
San Bernardino-Riverside-Ontario 118 06 123
San Diego 109 96 114
San Francisco~-Oakland 247/145 116/106 213/187
Denver 16} 119 135
Portland 109 118 : 92

Source: Nationa! Education Association Research Division, “Local School System
Budget Surveys,” (1972). Sales Management’s Survey of Buying Power, (1971;

any othrr pressing service. Indeed, by further raising taxes, central
cities are promoting the continucd flight of middle and upper income
families and taxable property values srom city to suburban arens. The
loss of tax base, in turn, creates further tax pressure on the central city.

aZ |
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Tasner 4
Crrv-STATE PROFORTIONS OF Poor anp Ricn Famivuigs, 1969

% of Families Having o, of Families
Income Less Than Earning More
Poverty Level Than $15,000
1959 1969
Gity by Region City State City ~State
NORTHEAST
Baltimore 14.0 7.7 16.7 28.6
Boston 117 6.2 18.1 25.2
Paterson, Clifton-Passaic 9.2 6.1 219 29.5
Newark 184 6.1 124 295
Bufialo 112 85 14.1 26.5
New York City 115 8.5 23.6 26.5
Rochester 89 8.5 205 26.5
Philadelphia . 11.2 79 18.2 18.3
Pittsburgh 1.1 79 16.3 183
Providence 117 85 174 189
MIDWEST
Chicago 10.6 7.9 233 54
Indianapolis 7.1 74 249 194
Detroit 13 73 226 26.7
Minneapolis-St. Paul : 6.9 8.2 22 20.3
Kansas City 89 115 20.2 171
St. Louis 14.3 115 13.0 17.1
Cincinnati 128 76 176 21.6
Cleveland 134 76 153 15.3
Columbus 9.8 76 18.5 18.5
Dayton ) 10.6 7.6 19.0 19.0
Milwaukee - 81 74 19.2 198
SOUTH
Miami 109 12,7 215 168
Tampa-St. Petersburg 10.7 127 142 168
Atlanta 159 16.7 189 152
Louisville 13.0 19.2 15.1 116
New Orleans 216 215 199 128
Dallas 10.1 14.6 25.1 165
Houston 10.7 14.6 229 165
San Antonio 175 14.6 13.3 16.5
WEST
Los Angeles-Long Beach 9.7 84 2.9 26.7
San Bernardino-Riverside-Ontario 102 84 209 26.7
San Diego 9.3 84 244 26.7
San Francisco-Oakland 10.7 8.4 25.8 26.7
Denver 9.4 9.1 214 19.7
Portland 8.1 8.6 20.5 18.0
Seattle-Everett 6.2 76 26.5 228

Source: US, Bureau of the Census, 1970 Census of Population: Generai Soctal
and Economic Characteristics, PC-1C, ‘Tables 184, 188,
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TAnte h
Cityv-STATE PER CAPITA NON-EDUCATIONAL EXPENDITURE COMPPARISONS, 1969.70

City-State Per Capita Expenditure Ratio, 1969-70

Health/

City by Region Police Tire Refuse Sewers  Hos-
pitals
NOR'THEAST

Baltimore 281 24 192 54 224
Boston 240 " 158 179 122 339
Newark 251 286 228 NA., I78
Paterson.,

Clifton-Passaic 126/87/101 194/170/1.)9 74/!!8/10.) NA, NA.
Buffalo 95 7 153 55 N.A.
New York City 160 153 151 73 180
Rochester 72 144 188 547 N.A.
Philadelphia 274 262 - 217 7 396
Pittshurgh 267 n 201 NA. NA.
Providence 154 162 190 58 68

MIDWEST
Chicago ™ 198 174 228 N.A. 4
Indianapolis 200 193 195 2239 N.A.
Detroit 202 169 289 72 78
Minncapolis-St. Paul 165/153 2387269 248/247 149/144 N.A.
Kausas City 164 197 167 177 %0
St. Louis 281 204 250 NA. 280
Cincinnati 190 269 196 185 160
Cleveland 259 239 314 95 218
Columbus 167 182 135 196 141
Dayton 158 252 213 105 N.A.
Milwaukee 194 169 258 116 N.A.
SOUTH
Miami 134 152 213 108 108
‘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 184 202 172 208 NA.
Dallas ' 175 191 184 148 N.A.
Houston 129 195 99 194 N.A.
San Antonio 107 103 120 136 NA.
WEST
Los Angeles-
Long Beach 144.127 122.145 156158 NA. NA.

San Bernaidino-
Riverside-Ontario Y4/75/75 136/119/139 IM/IM/ISJ 124/101/37 NA.

San Dicgo 74 77 N.A.
San Francisco-Oakland 156/127 225/154 99/ 4I N.A. 219
Denver 169 199 262 101 206
Portland 185 230 214 155 N.A.
Seattle-Evevett 210 206 298 143 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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TaAnLE 6

Ciry STATE. COMPARISON OF PROPORTION OF EXPENDITURES USED
FOR Entcation, 1969-70

Percent of Local Expenditures
Being Used for Education, 1969-70

Gity by Region City State
NORTHEAST
Baltimore 34 49
Boston 26 45
Newark 28 44
Paterson, Clifton-Passaic ) 34 44
Butfalo 34 33
New York City 20 33
Rochester 31 33
Philadclphia 35 54
Pittshurgh 34 54
Providence . 35 51
MIDWEST
Chicago ' 30 47
Indianapolis 41 o4
Detroit 37 650
Minneapolis-St. Paul 29 48
Kansas City 33 52
St. Louis 30 52
Cincinnati 23 © 45
Cleveland 39 45
Columbus 33 45
Dayton 38 45
Mifwa\.kee 29 40 -
TTSOUTH
Miami 37 48
Tampa-St. Petersbur 42 18
Atlanta : 39 48
Louisville 23 56
New Orleans 36 51
Dallas 39 H2
Houston 45 5
San Antonio 43 52
WEST
B Los Angeles-Long Beach 28 35
San Bernardino-Riverside-Ontario 3 35
San Diego 33 35
San Francisco~Oakland 23 35
Denver 34 7
Portland 39 53
Seattle-Everctt 29 52

Source: Seymour Sacks and John J. Callahan, *Central City-Suburban Fiscal Dis.
parities.” Appendix D, U.S. Advisory Commissiun on Intergovernmental Relations,
Financial Emergencies in American Cities, (1973 forthcoming).
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TasLe 7

CITy-STAlE CoMpPARIsuw v Totat. Locat TAx Rates Per $1,000
Personat, INcoME, 1969-70

Total Local Taxes Per 81,000
Personal Income, 1969-70

City by Region City State
NORTHEAST
Baltimore 8.40 6.00
Boston 11.70 6.90
Newark 10.00 6.70
Paterson-Clifton-Passaic 6.30 6.30
Buffalo 7.20 - 8.00
New York City 9.50 8.00
Rochester 7.30 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 .50 5.30
St. Louis 9.10 5.30
Cincinnati 7.20 5.40
Cleveland 9.70 5.40
Columbus 6.10 540
Dayton « 160 5.40
Milwaukee 9.00 6.60
SOUTH
Miami 5.10 430
Tampa-St, Petersburg 4.20 4.%0
Atlanta 7.00 3.80
Louisville 5.80 3.00
New Orleans 4,80 3.7
Dallas 5.20 4.60
Houston 5,00 4.60
San Antonio 390 4,60
WEST
Los Angeles-Long Beach 7.80 750
San Bernardino-Riverside-Ontario  7.50 7.50
San Diego 570 7.50
San Francisco-Qakland 10.20 7.50
Denver 7.30 7.00
Portland 6.90 6.10
Scattle-Everett 490 410

Source: U.S. Burcau of the Census, Government Finances, 1969-70, ‘T'ables 18, 26,
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Tantg 8
DIFFERENTIAL ASSESSMENT RATiOS BY TveE oF Proverty, 1966.67

Assessment Ratio for:
High Value lLow Value

Al Residential Residential  Residential
City by Region Property  Property Property  Property
NORTHEAST
Baltimore 68.6 67.1 60.8 86.9
Boston 37.1 31.7 238 394
Newark 73.7 70.1 58.7-- 75.8
Paterson-Clifton-1*assaic 71.1 734 65.7 797
Buflalo 69.1 61.8 [Tl 794
New York City 49.0 44,0 35.6 50,0
Rochester 389 394 30.0 464
Philadelphia 58.1 58.5 53.1 67.8
Pittsburgh 436 410 33.8 485
Providence 67.9 65.5 60.5 76.6
MIDWEST
Chicago 394 36.3 28.1 416
Indianapolis 323 304 26.7 364
Detroit 40.3 422 34.5 479
Minneapolis-St. Paul 10.0/9.0 9.7/8.4 8.1/64 109/9.8
Kansas City _ 264 26.1 20.8 304
St. Louis 410 36.2 30.0 437
Cincinnati 44.5 442 379 486
Cleveland 36.3 35.0 30.6 385
Columbus 38.2 384 35.0 41.6
Dayton 33 36.8 30.8 434
Milwaukee 51.1 492 47.0 60.1
SOUTH
Miami 716 83.6 724 96.8
‘Tampa-St. Petersburg 49.3 49.9 44,9/68.4 56.5/92.6
"~ Atlanta 25.3 189 16.1 218
Louisville 91.8 92.6 82.6 100.4
New Orleans 218 22.6 18.0 28.7
Dallas 18.1 19.5 16.5 22,0
Houston 17.7 18.9 16.5 212
San Antonio 2.3 242 € NA. NA.
WEST
Los Angeles-Long Beach 19.6/190  17.6/19.8 170/169  24.1/223
San Diego 20.7 22.9 18.9 © 229
San Francisco-QOakland  11.1/14.7 9.7/14.7 7.0/13.3 11.6/16.4
Denver 28.7 28.9 26.6 317
Portland 20.6 215 18.6 24.3
Seattle-Everett 16.3 15.7 13.6 175

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 unswer has to be negative. Indeed, cities have at-
tempted to follow tax policies that would alleviate these tax burdens,
yet many eventually may prove .ounterproductive. As Table 8 indi-
cates, many major cities atteinpt to cope with the overburden problem
by overassessing higher-priced residences and nonresidential property.
This practice, of cours:, increases tax burdens on more wealthy prop-
ertics 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 suburbr residents. ‘Thus, munici.
pal income taxcs have been adopted ir. 12 of the 47 largest cities in
the 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. Moreover, in a num-
ber of other cases, overlying governinents, 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 lucal 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 problen's in reducing city tax burden, urban areas
have increasingly turned to higher levels of government for assistance.
Indec, analysis done since Y57 indicates that cities are %enerally re-
ceiving higher levels of overal! sti.te and federal aid since 1957. At the
same time cities’ expenditures have increased at an even faster rate
so that State and Federal 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 siill 2 minor part of many noneduca-
tional functions, cities will continue to be financing functions that do
not reccive overly substantial external support. Thus, higher levels of
government have not aided city-type functions at the same rate as
education. :

EQUALIZA 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
scllool districts exceed ull other school districts in all but *wo cost
categories: administration and transportation. And as ‘Table 10 shows,

(8 1oy
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TARLE ©
Crry Arrka EXPENDITURES, 1969-70

City Area Expenditure, 1969-70
Proportion Attributable to

City by Region ~ Awmount City and School District
NORTHEAST .
Baltimore §638 1009,
Boston 531 100
Newark 785 91
Paterson-Clifton-Passaic 381 100
Ruffalo 528 70
New York City 8% %
Rochester 699 76
Philadelphia 495 96
Pittsburgh 450 7
Providence 392 97
MIDWEST
Chicago 498 76
Indianapolis 355 76
Detroit 474 87
Minncapolis-St. Paul 540 64
Kansas City 485 85
St. Louis 463 87
Cincinnati 761 92
Cleveland 512 80
Columbus 398 82
Dayton 450 87
Milwaukee . 562 72
SOUTH
Miami 481 70
Tampa-St. Petersburg 372 79
Atlanta hod 82
Louisville 508 100
New Orleans 334 92
Dallas 352 86
Houston 305 83
San Antonio 252 84
WEST
Los Angcles—LonE Beach 624 60
San Bernardino-Riverside~
Ontario 635 66
San Dicgo 484 67
San Francisco-Oakland 768 . 89
Denver 502 95
Portland , 486 79
Secattle-Everett h24 69

Source: Seymour Sacks and John J. Callahan, “Central City-Suburban Fiscal Dis.
parities," Appendixed D, U.S. dvisoré Commission on Intergovernmental Relations,
Financial Emergencies in American Cities, (1973 forthcuining),
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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, auxiliury services, attendance,
maintenance of plant, and fixed charges.

TanLe 10

PR Puris, Ebucational. Costs BY EXPENDITURE CATEGORIES
LARGE Crries, CENTRAL CiTIES, SUBURES, AND RURAL. AREAS
19681969

Per Pupil Expenditure )
, B Plant Fixed
District Type Total Instruction Health  Operation  Charges

Large Central Gty $719 $523 4] $60 $65
Central City 675 498 6 h4 56
Suburban 670 490 6 55 60
Rural 562 411 3 42 87
Total US. 632 - 464 5 50 47

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

No doubt, part of the expenditure gap betwceen 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 costfac-
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 {ace extraordinary need, with nearly one-third of their pupils

="~ having mental handicaps, physical handicaps or special learning dis-
orders. Additionally, they must educate large numbers of pupils re-
quiring either vocational or compensatory education,

Lol
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Tanr 1
Crry-StATs TEACHER SALARY SCHEDULE DIFFERENTIALS BY ScilooL INSTRICT Sizk, 1972

.. ADistrictSize
Schoul Districts All Surveyed

100,000+ Pupils Districts

Salary Minimums and Masimums by Degree (N =27) (N = 1179)
Bachelor's Degree

Mean Minimam Salary : $ 7503 $ 7.061

eh Systems Paying $7,5004 o220, 14.00,,

Meun Maximum Salury 11,684 10,299

% Systems Paying $138,000+ 25,99, 8.49,
Master’s Degree

Mean Minimum Salary 8.215 7.837

% Sysicms Paying $8,500+ 29.6%, 2249,

Mean Maximum Salary 18,170 11,973

% Systems Paying $15,0004 25.99, 949,
Six Years of College

Mecan Minimum Solary 8,805 8,501

v, Systems Paying $9.0004- 32,07, 32.19,

Mean Maximum Salary 14.208 18,308

o, Systems Paying $16,000+ 24,09, 11.0%,
Doctor's Degree or Seven Years College

Mean A\ﬁ{immum Salar 9,186 8.943

of, Systems Paying $9.750+4 26.19, 24,19,

Mean Maximum Sajury 14,371 13.805

9% Systems Paying $17,000+ 21,79, 18449,

Source: Natlonal Education Association Rescarch Division, Salary Schedules for
Teachers 1970-71, ‘T'able 6A, 68,

Not only do these students make up a considerable proportion ol
central city enrollments, as Table 14 indicates, they are more heavil
concentrated in city areas than in other parts ol most states. Indeed,
looking at the relative city and state concentratious of compensatory
education pupils it is not uncommon to see city concentrations exceed
the state average by « 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 morve 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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TAamy 12
Crry STATE. COMPARISON OF TEAGHER SALARIES, 197]

Average Classramn Share of Teachers Earn-
Teacher Salary ing More Than $15,000

District by Region City Mate City State
NORTHEAST
Baltimore ) $9373 $10,091 15.19, 6.2%4,
Boston 9,900 9500 . NA, 48
Newark 10,207 10,050 24,1 8.7
PatersonClifton-Passaic 9,802 10,050 47 22.0
Buffalo 10,085 11,100 13.1 220
New York City 10971 11,100 33.9 22.0
Rochester 10,524 11,100 224 22,0
P’hiladelphia 11,170 9,300 36.4 122
MIDWEST
Chicago 11,017 10,233 29.3 9.6
Indianapolis 9927 9,272 34 1.6
Detroit 11414 10,647 454 11.0
Minncapolis-St. Paul 10,184 9,271 26.9 8.0
Kansas City 10,001 8,375 32 0.0
St. Louis 9,858 8,378 2 0.0
Cincinnati 9,944 8,798 6.1 32
Cleveland 9,681 8,798 58 32
Columbus 9,236 8,798 6.9 3.2
Dayton 10,030 8,798 1.7 32
Milwaukee 10,575 9,640 16.0 42
SOUTH
Miami 9,999 8,805 139 2.0
Tampa-§t. Petersburg N.A. N.A. NA. N.A,
Atlanta 8,962 7,718 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. A
Houston 8,962 8,325 N.A. A
San Antonio 8,113 8,325 NA. ]
WEST
Los Angeles-Long Beach 11,555 11,022 3448 200
San Bernardino-Riverside ’
Ontario N.A, N.A. N.A. N.A.
San Diego 11,158 11,022 49 200
San Francisco-Oakland 11,465 11,022 7.6 20.6
Denver 10,014 8,260 21.7 18
Portland 9,762 9,298 N.A. g
Seattle-Everett 10,791 9,250 33.9 59

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.

a1
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Taste 13

SHARE OF ‘TOTAL ENROLLMENT 1y Sercial, Neep Catecory, 197172

Share of Total Enrvollment: o ]

“Physically” " Witha
or Special Total
Mentally lLewning Title ! Vocational Apecial
City by Region  Handicapped  Disorder Lligible Techmcal Students
NORTHEAST
Boston 379, 4.7¢0; 36,10, 1.5%, 48,0
Butfalo 4.0 N.A a4 9.0 444
Pinshurgh 3N 5 18.9 7.2 60.5
MIDWEST
" Chicago &5 A 60.8 27.1 9.5
Detroit 20 3 3.7 ) 0 36,2
Minneapolis KK 78 16.8 29 31.3
St. Louis Y g 20.8 . 42.2
Cleveland 1.4 A 43.1 6.7 hl2
Milwaukee 27 N.A 37.2 N.A. 394
SouTrH
T Adanta R A 7.3 4.9 13.1
Houston 2,2 NA 25.7 73 35.2
WEST
" Los Angeles 19 52 34.6 129 54.6
San Dicgo 1.5 5 9.5 6.1 176
San Francisco 2.2 8 524 19 37.3
Detser 1.6 9 16.4 52 46.1
Portland 5.2 23 52,7 10.2 704

Source: Authors' survey of pupil entollments in member cities of the Great Cities
School Council, 1972. U.S. Department of Health, Education, and Welfare, Public
Assistance Statistics of 1972 (SRS 73-08100), Table 7. '

The strain this education overburden places on urban districts
might be expressedd 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
vield will not by itself insure fiscal justice for most major city school
districts, ‘This, of course, is not to assert that tax effort-revenue yield
parity is undesirable as an equalization mechanism. Rather it is to
argue that it is insufficient as an cqualization mechanism. But how do
we create an iulcqlmtc mechanisme?

” "y
A id




“.ﬂ.—uomm j0 weunredaq "§ “3L6T TRUNOD [00PS

-, 3qel, (001§0-SL SUS) ZZ6I jo msnwis oumsissy njqud AP\ PuE nonemnpy
QM) X319 I JO IND BqmIm W suers idnd yo Loams s joqmy Ja2:n0g

School Finance in Transition

61 9.9 8% L3 pueniog

091 612 gL #91 »aug

zt %32 o€l 8t PUEIEO

#91 8% o€l €28 osDUeRI] Ueg

93 L o€l <6 o2aq ueg

93l 993 ol 9 sapduy so7
ISIM

vs ) 2 3S x4 WOXSNOEY

68 oy o sL ewepy
H1a0S

A | LTL 86 13 Jnesny

£9 €99 <9 sy PUERAID

66 55°g s 863 SO 1§

0z 063 &S 891 siodesuutyy

63t 163 vt L2ZE BoxRQ

rse 1Z¥ Zst 955 odenry)
LSTMANY

83 0 13t 6's¥ y2mgsng

02 s6'1 191 203 orzyng

%18 %€ %801 %ot uorsofg
ISVIHLION
uaujjosuy (@AD () (n sy j00yrs

21918 jo %, sp 21018 jo % sv uawjosuy JUIW0iuY J00YIS
i o7 ususjjosuy 21018 fo % 52 0207 jo % sv
Q12 a4V 23y jo0y>y sa118ng 7 a1 L

ZL61 *SIONUSI TOOHI§ AG STUINg T L] ANV DQIV 30 SNOLVIINIINGD




Schoal Finance Reform 27

TanLe 15
Ciry FiscAl AND TEACHER quumsm;ws ARISING FROM NEFP WEIGHTINGS
1972

Expediture Per Pupil

City by Region in 1972 NEFP Requirement
NORTHEAST _

Boston $ 918 $1.271

Buftalo 1,293 1,917
MIDWEST '

Chicaj ' 1,024 1,789

Detroit 803 - 1,159

Minnearolis-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 1,047

San Francisco-Oakland 1,388 2,163

Denver 1,143 1,643

Portland 852 1,500

TABLE 16
Crry PROPERTY VALUES WEIGHTED AND UNWEIGHTED FOR EDUCAT.uNAL Negp

Per Pupil Property Value in 1972

Weighted for Education

City by Region Unweighted Need on NEFP Basis
NORTHEAST

Baltimore $ 20,794 $15,024

Buffalo 27,305 18,417
MIDWEST
~ “Chicago 52,490 30,046

Detroit : 40,063 22787

Minneapolis-St. Paul 57,010 39,249

St. Louis 44,208 30,338

Cleveland 60,260 38,728
SOUTH

Atlanta 47,612 38,558

Houston 38,120 26,887
WEST

Los Angeles-Long Beach 60,096 37,686

$an Diego 50,000 38,826

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
wovide 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 finunce—

1. should continually empbasize the need, cost, capacity, and

* cflort differentials that cities face, differentials whicit make
them deserving ol additional external assistance.

2. should press for a pupil weighting system that reflects the
differential educational needs in large citics. Weights along
the 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 tor educational inputs not always re-
quired by other school districts.
sLould 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. Gonsequently, 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 intv
account the higher tax cffort in cities, should be a basic com-
ponent of a revised aid formula.

6. 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 thev 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. Gities should be esrcciu ly careful ol not ending
up paying the major share ot school finance revision pro-
grams,

L8 Kand
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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 cach school district
by multiplying the average pev pupil state aid in 197172 by the local
to state school tax effort ratio for the same fiscal year, Tax rates were
determined for cach 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 correspoud 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 of interactance between guaranteed reve-
nue yields and potential changes from present levels of tax effort.

FOOTNOTES .

1. Serrano v, Priest, 5 Cal. 3d 581, 96 Cal, Rptr, 601, 487 P. 24 1241 (Sup. Ct,

1971, Also. Milliken v. Green, ... Mich, .. ., 203 N.W. &0 457 (Sup, Ci.
1972). And, Robinson v Cahill, ... . . N.J. .. . (Sup, C1. 1973),

| 2, Sce, for example, Education Commission of the Stites, Newsletter, selecied
dates,

3. 1hid,

4, The Urhan Institute, Puhlic School Finance: Present Disparities and Fiscal
Alternatives (Washington, 1972),

5, Betsy Levin and ‘Thomas Muller, The Financing of Schools in Minnesota
(Washingrov, 1973). Willlam H, Wilken, Minnesola School Finance: The Need for
Continued 1'eform (Washington, D.C..: National Education Association, 1973),

6. Joel 8. Berke and John J. Callahan, “Serrano v. Priest: Milestone or Mille
stone.” Journal of Public Law, 21 (Summer, 1972), pp. 28-71.

7. National Legislative Conference, 4 Legislator's };mullwuk to School Finance
(Denver: Educition Commission of the States, 1972),

8. John Coons. William Clune and Stephen Sugavman, Private Wealth and
Public Education (Cambridge, Mass.: Helknap Press, 1970), pp. 201-242,

9. Ibid., p. 242,
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Alternative Tax Sources for Education:
Perspectives and Prospects

JAMES A. Papke

Professor of Economics, Herman C. Krannert Graduate School of Industrial
Administration, Purdue University,

The topic under review today could be retitled “Financing Educa-
tion Ten Years From Now—What 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 earl
1960's and 1950's provide useful insights and a backdrop for a loo
into the future.

First, the basic character of educational finance appcars 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 {)rovided 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 {'umped from $12 billion to over $37 billion, and
now exceeds $40 billion. No small part of this expansion was due to

3
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TABLE |

STATE AND LOCAL EXPENDITURE FOR ELEMENTARY AND SECONDARY EDUCATION,
By GOVERNMENTAL SOURCE OF FINANCING, SFLECTED YEARS 19571070

Percent Financed From

Fiscal Amount Federal State Local
Year (in millions) Aid funds funds
1970 $37.161 10.1 kLR 511
1969 85,687 8.6 4.8 50.6
1967 23,986 10,2 8.6 51.%
1957 11,994 31 36.7 60.3

Source: Governments Division, US. 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-
Lility. And though there have been notable swings in the role of
the Federal governmciit (eg., the 1965 Flementary and Secondary
Education Act), the record suggests that, for the most pirt, 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 onc-half of the $33 billion local property tax bill to
fund roughly 50 per cent ot total school expenditures. In a word, it
was and is virtually impossible to separate school finance from the
local property tax. Further, hecause 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 arca, 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 taxcs
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. . . "' Somewhere along the
line, new life was breathed into the property tax and rather than dis.
appearing or withering away as some had prophesied, it has continued
to outperform and overshadow other sources of State-local revenues.
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Tane 2

SCHOOL SHAarE oF Local, PROVERTY “TANES,
SELECTED YFArs H52.1970

Percent distribution by type of government

Local
property

Fiscal taxes Sehool Townships and

Year (milliony) districts Cities Counties  special districts
1970 $32,963 50.3 uk? 8.1 7.0

19649 20,6492 50,0 I 8.1 7.8

1967 25418 489 248 I8.5 78

19537 12,085 42.8 29.7 1.0 8.4

1952 8.232 39.2 2.7 1.8 8.3

Source: Computations based on data from Gavernments Division, U.S. Burcan
of the Census,

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 Interpoy-
crnmental Relations, respondents picked the property tax more olten
than any other tax as the worst tax.z When asked what woukl he the
best way to raise additional State vevenue, 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 {)refcrcnccs, at least one source projects property tax yields ol
S50 billion by 1975 and $70 billion by 1980, the latter would consti-
tute over a 119 per cent increase above 1970 levels.

With these few retrospective comments, what can we say about
how the system of educational finance will look ten years in the fu.
ture? Is the past really prologue? Will 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 some signifi
cant current trends that seem likely to extend into the future. In ad
dition, some 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 finatc.
ing education cannot, however, be meaninglully explored if it is ig:
nored. As all are now aware. in rejecting by one vote last month the
challenge to the system of financing public schools in "T'exas, the U.S.
Supreme Court also gave respite to the forty-cight other States under
pressure to reform school 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 he relied
upon to provide the majority of support of a school district's expeni-
tures. What then would have been the alternative approaches to a
full-ledged 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 coutext, the Advisory Commission on Intergovernmental
Relations prophetically stated in a January, 1973 release.!

“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. 1f the Supreme Court sustains
Rodriguez, this act will spur corrective State action.”

7'he Commission concluded *. .". that the interests of our federal
system are best served when Statcs retain primary responsibility for
sh.»ping policies dealing with general property tax relief and intra-
state equalization of school finances—two 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 arid pres-
sures at work to revitalize educational finance, with or without a Court
decision there is a finite number of options availuble. 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 major 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 wonld local control of educational policy. The realities
of intrastate disparities in tax bases (e.g., “bedroom” communities
versus sho ping 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 generallr of the “piggy-

sting State levy.

back’” variety, where the local rate is added to an ex
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School. districts in only two of these States—Louisiana and Pennsyl-
vania—shared in these local nonproperty tax options.

All States presently provide financial assistance to local school dis-
tricts. A seconrl approach to structural change in the educational fi-
nancial system woulld retain the local property tax in its present role
but modify the basii for 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-
e amental units is never a simple task, particularly where it invo?ves
changes in what has hecome 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 mate it a more effective and equitable revenue instrument
for funding a portion of local school costs. Primary emphasis here
would 1 on improvements in dproperty assessments and taxing pro-
cedures among taxing units and types of property. Any eftorts along
these lines should be applauded and encouraged, and school financing
has a big stake in the upgrading of the organizational hase of prop-
erty tax administration.

There are currently some 14,500 primary property assessing areas
in the U.S.; Illinois, Inciana, Michigan, North Dakota and Wis-unsin
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 Staces do not ever require the use of tax maps for assess.
ment purposcs. 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 equipment
to achieve prompt, effective, anc¢ evenhandcd property tux adminis.
tration.

The fourth available option involvés 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 structuves as well as those of their local governments.

Do 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 elfort and tax capacity, Applying the *least
stringent”* capacity test—the anwwet of potential revenue i State could
vaise if it made the same tax elfort as the highest tax effort State in
its region—in the aggregate an estimated $16 billion of untapped State
tax revenie would be aviilable® This amount would he more than
sufficient to cover the additional required outlay (S13 billion) for
State financing of 90 per cent of public school costs; alternatively, this
revenue would provide the necessary vesources 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 test—the amount ot po-
tential revenue a State could raise if it made the same tax effort as
the nation’s highest tax effort State—generates 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.

Even 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 furthier the relative contributions of the three
tax bases. State personal income taxes are stiil providing only about 11
per cent of the total yield of State-local taxes, and general sales taxes,
though soraewhat higher, account for less than 20 per cent. In con-
trast, propecty 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 ol Columbia is
the following:

T . RV U

Property tax as per cent

of State-local tax No. of
collections States
1.ess than 209}, 4
20:29.9 1"
$0.39.9 13
40-49.9 16
50-59.9 6
Over 6097, 1

Impetus tor more adoptions and more intensive usc of existing per-
sonal incoine taxation might increase as a result of the 1972 Federal
revenue shaving program. Not widely publicized is a provision of the
program which perniits 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 ac-

)
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counting for at least 5 per cent of the taxpayers in the U.S. must re-
quest Federal collection of their income taxes for siggybacking to
begin. If the 5 per cent requirement is not met by }:umm'y 1, 1974,
its introduction will be delayed year to year until the requirement s
satisfied, In addition to the savings in wdiinist ative and enforcement
costs to State governments, piggybacking should simplily taxpayer
compliance. If greater reliance is placed on income taxation, the ob-
jectives of hoth equity and revenue adequacy (i.e., the automatic re-
sponsiveness of tax collections to economic growth) will be served,

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

State income tax oo . ..25 per cent
States sales tax . .. _ . 46 per cent
State property tax ... 14 per cent
Other © e e B oper cent
Don’t know e 10 per cent

To summarize to this point, there will probably be significant shift.
ing in current State-local tax relationships, particulariy away from the
local property tax. Experience in hoth the economics and the politics
of providing property tax relief and replacement is gaining, though
the politics often intrudes on the economics. "Fhus, for example, the
political attitudes surrounding the necessity and feasibility of provid-
ing general, across-the-hourd 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
p(l:siti;m to provide the revenue required to adequately firance public
schools.

BARRIERS TO CHANGE

‘The remarks above are suggestive of some developments that may
ocenr in State-local tax systems and indirvectly in school finance. Per-
haps a few remarks are in order on some of the obstacles to their
achicvement, '

Reference was earlier made to “untapped tax capacity.” T'he 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 among 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
.lﬁegation 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 scems to have been massaged and mesmerized into be-
lieving that all tax changes—including reforms—are bad and that
maintenance of the status (uo is the best that can be hoped for.
These attitudes portend difficult times ahead unless the basic issues
of tax policy and fiscal reforms are 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 issués -
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, communicativn 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 197071 school year. Second, Federal
r venue sharing seems to be ‘?roviding the rationale for cutbacks in
existing Federzﬁ grants. New York State has estimated its potential re-
ductions at approximately $36 million.!* Third, the President’s 1974
budget proposes the replacement of some thirty existing categorical
grant-in-aid programs into five broad categories—for 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-

TARLE 8
Scnoot, FINANCE DATA, 1970:1971 ScHoon YEAR

(Billions)
Total expenditures for public schools $45.5
Current expenditures $39.6
Capital outlay 4.6
Interest on school debt 1.3
Revenue receipts for public schools 4.5
Local governments 223
State governments 17.6
Federal government 38
Intermediate sources 9
Local nro?erty tax collectionsa 420
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 (c.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 McCullock 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 structurés” for the support of
education is that it inhibits the creativity of the government and sup-
Eresses the creative impulses of the citizens who support it. Such inhi-

ition 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

WiLrrep . Brown
Canadian Teachers' Federation, Ottawa, Ontatio.

As in other areas of activity, there are many similarities between
the Uniied States und 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 widlely 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-
l)rovincinl tax-sharing arrangements by means of which the provinces
ave been given access to fiscal resources sufficient to carry out their
educational and other constitutional responsibilities. It is then pro-

sed to discuss some aspects of onr provincial-local arrangements
or financing elementary anc 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 US. Constitution, gave each province the right and responsi.
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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 GIIJ\ICP in 1961 to 8.6 per cent in 1971.!
In relaticn to Personal Income, the comparable percentages were 6.4
in 1961 and 10.9 per cent in 1971.

While a tremendous expansion in postsecondary 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
or elementary and sccondary education increased from 3.6 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-
d}ll‘ep 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 heen the assumption by the
provinces of a much larger share of local school spending:

Publicly. Change ALL Change
Controlled 1958 FORMAL 1958
Elementary & to EDUCA- to
Sotirees of Funds Secondary 1968 TION® 1968
(1968) (1968)
A. Local government taxation 39,89 (-92) - 25.89, (~149)
B. Provincial and territorial
overnments 522 (+11.6) 54.6 (+123
C. Federal government 52 (+0.7) 15 +34
D. Non-government (private) 238 (-3.1) 8.6 -0.8)
TOTAL 100.0%, - 100.0%, -
SMILLIONS 3,695.5 5,663.9

*Includes elementary and secondary, teacher-training, university and vocational
education.
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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 o} 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 provi(leso 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 a: 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 desited 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 ol the provinces. The ex-
{):msiun of education has already been documented and there have
»een similar expansions in health and welfave.

In an attempt to keep pace with the explouing demands for serv-
ices in their domain, provincial and local govertments 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 yields 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-
penditure over the period 1938 to 1965, The revenue elusticity 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 112, ‘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 in 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
novided in wealthier communities, To the extent t'mt 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-heing of individuals or the fiscal capacities of
provincial governments to provide comparable standards of social
services.

FEDERAL-PROVINCIAL FISCAL ARRANGEMENTS

‘The Canadian approach to solving the problems of aggregate im-
balances between spending needs and revenue sources and to offsettin
inter-provincial disparities in standards of social services has cvolve
from the historical circumstances out of which the federation emerged
and from subsequent events. "The modern history of Canadian inter-
governmental fiscal relations began in 1940 with the reporting of the
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Royal Commission on Dominion-Provincial Relations (Rowell-Sirois
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 rccommend rationalization of
federal-provincial finances. Despite the rejection of the Rowell-Sirois
report at the time, the debate and controversy surrounding its rec
ominendations created an atmosphere in 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 recommencled
by the Rowell-Sirois Commission.

Tax Rental (1942-1962)

Early in World War 11, the federal government was able to per-
suacle 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 economic 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 carly 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 degrec 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-
creasc revenues significantly during the course of an agreement. Sec-
ond, tax rentals violate the princi‘p e 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 fnrticipate on grounc!s that the concept of tax ren-
tal was incompatible with its constitutional rights.
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Tax-Sharing (1962-1972)

The disadvantages of tax rental led to their replacement in 1962
by a form of tax-sharing arrangement. After negotiating a matually
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. Thas, 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 Frovinces 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 serics of tax rental and tax-sharing agreements
there has been an incessant straggle by the provinces to increase their
share of the tax pie and the federal government has, in fact, given u
mnore and more of the federal “basic tax” to the Iprovinces. 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

‘I'he 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 granted to the provinces
for postsecondary education and will be discussed more fully fur-
ther on.

The suciessive 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 tuxpayers. In fact, except in those

rovinces 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 cach 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 the 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 alrprovinces. 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 attem;l)ts 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: :

rey
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Newfoundland : 26.2%
Prince Edward Island 20.7
Nova Scotia 17.7
New Brunswick 21.1
Qucbec 9.2
Manitoba 8.0

- Saskatchewan 16.8
7 Provinces 12.8%

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 bly $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-
rovincial arrangements for ensuring the provinces a high degree of
gscal 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 becn adopted with re-
gard to these programs are indicative of the philosophy of the Ca-
nadian Govermmnent toward involvement in the provincial domain.
By conditional grants, I mean costsharing 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 share being larger in the less affluent provinces.
There has been no attempt in Canada to build a “fiscal neced” com-

nent into our conditional grants at the federal-provincial level as
ﬁgs 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 gramts are for three programs in
health and welfare: The Canada ﬁfssislance 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-

lied 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 amli then withdrew -t
altogether in 1969 pending major tax reforn. 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-Sccondary Educa.
tion 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 incn  ~ tax and one equal.
ized point of the corporation income tax bas- 1o ad earlier in the de-
scription of general tax abatements. If necess.ry, 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-sccondary 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 finuncing. Before doing this, however, it
is necessary to provide an overvicw of the kinds of programs employed
in the other provinces.

It is useful to begin by examininF the sources of school board reve-
nue by province for a recent year (1968). In both Newfoundland and
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SOURCES OF SciH00.. BoArn REVENUE, 10 PROVINCES

1968
T previncial )
Province Grants l.ocal Other Tatal
___Percentage Distribution SMILLIONS
Newfor ulland 90.0 20 8.0 41.5
Prince Edward Island 70.0 297 13 119
Nova Scotia 53.9 450 1.1 82.1
New Brunswick 99.7 03 55.3
Qucbec 57.1 41.3 1.6 913.5
Ontario 46.0 51.0 3.0 1242.3
Manitoba 770 20.5 25 131.0
Saskatchewan 43,0 53.6 34 187.2
Alberta 50.8 45.5 3.7 262.8
Rritish Coltumbia 410 56.3 27 284.5
26

AN Provinces 521 453

3162.1

‘New Brunswick the provincial government pays virtually the total
costs of education. ,

Among the ou.er cight provinces the provincial share varies from 70
per cent to 41 per cent. Only in Ontario, Saskatchewan and British
Columbia does local government coniribute more than half of school
board revenue.

Several Canadian provinces use variations of the foundation pro-
gram concept lor allocating provincial funds to local school boards.
Albera and British Columbia have variations of the Mort Plan in
that they define the minimum program 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 cf the Mort Plan has now adopted a varizble 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'antic Provinces, covers 28,000
square miles, similar in physical clia acteristics and resource en:low-
ment to Maine. It has a precominzntly rural population of about
640,000, 60 per cent English-speaking and 40 per cent French-speakin
and a per capita personal income substantially below the nationa
average. Until 1967 the Province ' 1 over 400 school districts, many
containing oncroom schools aned o ¢h child’s educatianal opporwu-
nities depended essentially on the vagaries of property tax geography.

In the enxly 1960's the Governme. 't of New Brunswick set up the
Royal Commission on Finance and Municipal Taxatin to study all
aspects of provincial-local finances and functional assigninents. The
result, beginning in 1967 was a complete reorgrnization of provincial-
local relationships nnd 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 tliese 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 it 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 districts is delegated to a board of school trustees. T :se boards
have either nine or fi"cen members, six or ninc of which, rc jvctively,
are elected while the remainder are appointed by the Lieutenant.
Governor-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 cousiderable 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 advanred. At the same time, local 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 piiaful and costly one for
New Brunswick. In order to improve the :ducational and other pro-
grams of those in areas poorly served in the past, it has been necassary
to raise taxes. Morcover, People in the larger and more affluent, mainly
English-speaking arcas of the Province have had to “mark time™ ur.
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 preblems 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 pricrities
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 aspitations have
been hetter 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 difterences 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 equit
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 heen almost as insistent in their de-
mands for fiscal decentralization. In short, the major factor in deter-
mining the pattern of intergoveinmental fiscal relations in Canada
has "<en the desire to preserve onr 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 cncountered 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 utiliza-
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tion of this power by one province to improve the distribution of
educational service among its people. Other provinces are movin

toward a similar end in gradual steps. For example, Prince Edwarc
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 his prc(lictcd 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 or so most Canadian provinces will have achieved es-
sentially the same end us New Brunswick.

FOOTNOTE

IAIL statistics quoted in this paper were obtained from or derived from pub-
lished veports of Statistics Canada, Educational data was obtained from reports of
the Fducation Division of Statistics Canada, :




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. 1 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.

v TAX NEUTRALITY

It is true that economists have established a principle of neutralit
in analyzing the relative worth of different instruments of taxation. /
“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.! Such kinds of influences on
households, insofar as they stand aside from the general transfer-of-
economic-resources process, ave generally regarded as undesirable fea-
tures of a particular tax instrument.?

What are 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




Schaol Finance in Transition

Excise taxes serve to raise the prices of commodities on which they
are levied and, ceteris paribus, reduce consumption of those articles.
Excise taxes drive a wedge between market price and cost of produce
tion: thus, they muke impossible an attainment of maximum level of
weliare, for such a maximum intplies no such interference in exercise
of houschold tastes. Property taxes have cffects on location of indus-
trial and commercial properties; accordingly, they elfect, inter alia,
commuting patterns,®

None of the side effects cited as examples reflect economic ration-
ality. 1f a government chooses to use a progressive income tax, it does
so on grounds of cquity and revenue productivity, ‘The fact that the
tax may constrict risk -aking and the matching of high level skills
to espectally demanding work assignments—the establishment of a
negative incentive on work elffort in general—is Jeplored. 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 simultancously with the revenucraising process and with
the distribution-of-benefits process. In their findings in the Serranc
case, the m:ljoritr 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 bencfits 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 govermnent.

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

Though I must cast it in negative terms, I offer the following as
the gencral definition of fiscal neutrality: fiscal neutrality exists when
we see 1o warping or istortion 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 applicd
to different units of analysis.

FISCALLY-NEUTRAL SCHOOL DISTRICTS

So far, school districts are the units most commonly mentioned
in discussions of fiscal neutrality, ‘The California Supreme Court could

o0




Fiscal Neutrality 57

find no compelling reason for fiscal decisions of school districts to be
50 lhomugh}y constrained by the amount of locally-taxable property
per student contiained within the boundavies of those units of gov-
erument. ‘The existing system appears to lail the test of rationality,
tor no one has so far suggested a logical conuection between require-
ments of a district for school services and the existence—or lack of
existence, say—of a large private public utility within its borders.
The Serrano case, hence, might have been argued strictly on rational-
ity grounds—this is what choice of school district as unit of analysis
means to me. It is irvelevant if a property-poor school district happens
to be populated by upper-middle income houscholds. 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 plaintifls in Serrano were poor i)eo-
ple and that their case was pressed by l‘)ovcrly lawyers. In its ruling
on demuwrer 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 appeiared to assume
that wealth of schoo! district was a proxy for houselold income, Thus,
the existing system of finance was scen 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 undesivable cri-
terion. To so assert would he 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. '

We must now begin to think about how the sclection of a unit of
analysis aftects policy to accomplish fiscal neutrality, If the unit is
the school district, then a property-hased district power equalizing
scheme might be saia 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 “heir income. Let
members of the cabal, however, prefer lower local tux 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 ucutrality
is to see that poor people have equal means to express their tastes for
edacation as do the rich. ‘Then property-hased district power equaliz
ing simply would not serve the objective. If some poor families today
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are excluded from superior educational opportunitics 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 be 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 me 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 propertics would not offer benefits to local residents.

FiscaY ncutrality in terms of cluss 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 eernses). and
because the schedule of rates is quite prngressive 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 com-
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 comniercial 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 (1uality and type of educational services
consumed directly by a household are intimately linked to its choice
of place of resi({;ncc. This condition is especially chavacteristic 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 demnands that the nexus be broken.
For all except the very richest, education is an item of group con-
sumption. Power to choose onc's group may be equally important as

wer to command an adequate sup;l)ly 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 zones.®

For states which have many small school districts, the approach
must be somewhat more complicated. 1 suggest the following plan.
Along with DPE 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 weigiited 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 accommocdate that demand. Later, it
might sufter a loss of esteem and find itself with excess capacity. How-
ever, risk carries with it gains as well as losses, and 1 feel that some
competitive pressure in the public sector is generally a good thing.
Moreover, the possibility of having excess capacity could be mini.
mized 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 pur-
ents in the matter of uality and ty%n: 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, 1 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 be the following. Suppose 1 choose to live at some (‘isl:mcc
from a central city inacluster ol small school districts. Let me assug,
to make the case as value-free as possible, that 1 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 ol the survounding small dis-
tricts can give them. ‘Ihus, not even providing for fiscal ncutrality
of the individual household serves to protect their choice against an
irrational constraint.

Choices of students can he served, at least to some degree, by es-
tablishing regional cducational authorities which, exploiting econo-
mies of scale, would offer very specialized courses on an optional basis.
Specifically, the vegional authorities might issuc i “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 hoat building, should be able to find
instruction, either in an acaderic 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.”

» CONCLUDING NOTE

We have offered a definition of fiscal neutrality and we now see
that plans to provide fiscul neutrality may be different as the unit—
school district, income class, household, or student—which is to be
rotected 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-lmscd 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 fundin
is another approach to fiscal neutrality and it is an ap woich much
simpler, in principle, than the one we have worked through here.
The other comment is that we must recognize in concentriting on
education that we ave adopting a very partial approach to fiscal neu-
trality. ‘Tvue fiscal neutrality would dcni simultaneously with all local
public services.

FOO'TNOTES

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

20n the other hand. the effect of excises on liquor and tobacco products in
curbing their consumption miy be regarded as socially desirable,

A thorough discussion of tax eriteria is given in Carl 8. Shoup, Public Finance,
Chicago, Aldine Publishing Company, 1969. Part 1L
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ACompulsion as well as choice has s place in social policy, Fhis article is about
choice. not compulsion, because the basic economic principle of nentrality implies
choice.

SExamples of undue invasion of privacy might be the attempt by the State o
determine the mating process or 1o control the amomnt ot reading watevials, e,
that educationally-minded fawilies give to their ehildren,

SAL this point, the reader will see that the objective of fiscal nentrality possibly
may stand in conflict with that ol social class integration, ‘The matter ol wying to
reconcile conllicting objectives is lor separate study,

“This proposal is to be found in the Report of the New York State Commission
on Quality. Cost, and Financing of Elementary and Secondary Education (Fleisch-
mann), 14972, Volinne 1, Chapter 2. .

*Same veaders may feel tlun discussion of student choice goes beyoud the defi-
nition of anything “ftiscal.” However, the sindent is the one and only divect client
of cducational programs, From his point of view, it makes little diflerence whether
his opportunities are restricted by the 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 sery-
ices under any conceivable set of tax rates, Fiscal opportunities cin relate to costs
as well as to wealth.




Cost Differentials and Cost Indices: The
Assessment of Variations in Educational
Program Costs

RicHARD A. RossMiLLER AND Tuomas H. MoraN
Department of Educational Administration, University of Wisconsin, Madison.

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 studies! 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 stucdents has also served to
call attention to the fact that some students require relativel more
expensive programs to approach equality of educational oppor nity.
Until the recent efforts of the National Educationai Finance Prnjert,
however, very little has been known with regard to the magnitude
and nature of the cusi ot providing educational é)rograms tailored
to meet the needs of specific types of students—students 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.?

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 cducation programs has kept
pace. Early programs for the deaf, the blind, the hard of hearing and
the partiallysighted were developed in private schools many years
ago. Recently, the programs have been supplemented in the public
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schools of the various states by cxlcnsiw?rogram olferings for the
educable and trainable mentally retarded, the orthopedically handi-
capped, the socially il emotionally maladjusted, the intellectually
gitted, the speech handicapped, ad tor students with various types of
learning disabilities. And as these special educational  programs
evolved and became defined according 1o the differing categories of
exceptional children veceiving special educational services, changes
in the methods of delivering educational services also evolved so that
today a broad mrray of educational delivery systems are used to pro-
vide educational services to students with similar exceptionalities,
Whercas traditionally the characteristics of the students were the

vimary criteria for defining a special educational program, increus
ingly, the characteristics of the tlclivcry system used to provide that
program are being recognized as representing another crucial dimen-
sion in defining special educational progriunms.

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-
grams 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 rclated to evi-
dence concerning the clfectiveness of the diflering program alterna-
tives.

T'ypically, school funds have been accounted for on 2 district-wide
rather than on a school-by-school basis. Thus, if difterent 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 cducational programs for
a particular category of students defined in terms of either grade level
or type of exceptionality. Hence, at the present time it is exceedingly
difficult to cvaluate the financial inputs to the various educational
programs provided in American schools,

But if it is exceedingly dithcult to evaluate the financial inputs,
it is next to impossible to assess the program outputs which are nec-:
essury for any cost-benefit analysis of special educational programs,
Until such time as school districts mamtain financial, personnel and

upil records on a progranunatic basis, the assessment of variations
in educational progriun costs will be an inexact and haphazard affair.
And until such time as school districts develop meaningful measures
of program elfectiveness, 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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diffierent types of educational programs in a given state consists of
identilying the difterentinted educational program structure—includ.
ing the types of delivery systems Tor which cost diflerentials and cost
indices are desired, selecting i smple ol school districts to be included
in the study, collecting the datia necessary tor computing the ' varia-
tions in progriam costs, developing program cost configurations, and
projecting potential program populations. Although the specific de
tails of the process will vy from state to state depending upon the
availability aud composition of the necessary datia, 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 fust step in the process and one with many hid:
den pitfalls, The literature in the fickl of special education generally
supports a taxonomy ol special education programs which ‘includes
programs for the intellectually gifted and for the intellectually handi-
capped: programs for the S{)CCCII handicapped, visually handicapped
and auditorily Fandicapped; programs for the orthopedically handi.
capped, programs for students with learning disabilities, programs for
the emotionally disturbed sunl/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 lor the awditorily handicapped are identified
as being directed to the hard of hearing or partially deaf and the deaf.
Furthermore, these various programs arce provided at several levels of
the educational system.

Preschool programs ave often categorized as carly childhood special
cducation programs and kindergarien programs and at the secondary
level occupational education programs are often distinguished from
regular cducational programs, Table 1 illustrates a typology of edu-
cational programs W'Ii(‘h provides a bigh level of detail, ‘The use ol
such a typology will, if the needed data arve available, result in a com-
prehiensive and detailed set of cost differentials and cost indices whieh
could be very useful in the financial planning of an educational sys.
tem. But it should he noted that the data requitements posed by a
detailed structure like that in ‘Table 1 are very high indeed, In the
first place, the adoption of a particular program structure has impli-
cations for the size of the sumple of school districts to he included in
the study since each program must occur with sufficient incidence to
cnable meaningful conclusions to be drawn from the data. Secondly,
the usefulness of a particular program structure must be evaluated
in terms of its consistency with the availability and composition of
the data nccessiry to compute the cost diflerentials 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 be xery different from that needed to evaluate
the cost differentials between various program delivery systems, A final
consideration is that the program structwe which is adopted should
be sufficiently detailed to identify - ¢ meuningful distinctions between
programs heing oitered in the ‘tu: yet not so detailed as to create
artificial distinctions which are net evidenced in the program delivery
systems.

Tane |

TyroLoty OF EpucaTiONAL PROGRAM STRUGTURK

I. Preschool Programs

A. Early Childl.om! Special Education
B. Kindergarten

1L, Elementary Programs

A. Regular Program
B. Programs for the lntellecumllr Gifted
C. Programs for the Intellectually Handicaiped
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 an! Socially Maladjusted
F. Programs for the Speech Handicapped
G. Programs for the Visually Handicapped
1. Programs for the Partially Sighted
2. Programs for the Blind
H. Programs for the Auditorily Handicapped
1. Programs for the Hard ot Hearing
2. Programs for the Deaf
1. Programs for the Orthopedically Handicapped
J. Programs for Students with Multiple Handicaps

{;1.-Secondary Programs

A. Regular Program
B. Progvams for the Intellectually Gifted
C. Programs for the Intellectually Handicapped
1. Programs for the Educable Mentally Retarded
2. Programs for the "I'rainable 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 isuallz Handicaps;ed
1. Programs for the Partially Sighte
2. Programs for the Blind
H. Programs for the Anditorily Handicapped
I. Progroms for the Hard of Hearing
2, Programs for the Deaf
1. Programs for the Orthopedically Handicapped
A. Programs for Students with Multiple Handicaps
. Occupational Education Programs
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Identification of Differentiated Program Delivery Systems

The second step in the process of as: g variations in educa-
tional program costs is identification of the alternative celivery sys-
tems wLich may be employed to provide the programs under consid-
eration. Although this step is often not exphcitly considered in prac-
tice, the magnitude of the differentinls in educational cost are inex-
tricably linked to the type of delivery system used in providinﬁ the
various educational programs. Table 2 presents a typology of delivery
system+ for ecducational programs which includes delivery systems
basec. upoi: regular classroom organization, special classroom organie
zatior, speci « day schools, residential schools, and homet.ound or hos-
pitalized instructional systems. Delivery systems based upon regular
classroom organization are those in which the exceptional child is
“mainstrex 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 consultaiive support concerning the
teaching of exceptional childrer 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 orgunizational pattern can Ee subdivided
into two types—the full-time segregated special education classroom
and the parttime classroom where the exceptional child spends the
major i)ortion 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 progrum directed toward chi'-
dren with special educational requirements varies in cost from the
regular educational program provided at a given school is based upon

Tantk 2
Tyrorocy oF FbDUCATIONAL. PROGRAM DELIVERY SYSTEMS

L Regular Classroom Organization
A. Regular Classroom
B. Regular Classroom with Specia! Consultant
C. Regular Classroom with Itinerant ‘Feacher
D. Regular Classroom with Resource Room

11, Special Classroum Organization
A. Part-Time Special Education
B, Full'lime Special Education

111, Special Day School
IV. Residential School
V. Homebound or Hospltalized
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the assumption of differing delivery systems for the diflering programs.
"Thus, by explicitly considering the types of delivery systems used in
special edncation programs when designing a study, the meaningful-
ness ol the cost difleventials aud cost indices obtainad can be substan-
tially cnhanced, Instead of obtaining a composite cost differential
based on a mix of delivery systems for a given special education pro-
gram, discrete dilferentials for various delivery systems for a given
special education program can be obtained—therchy 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 requivements on the data collection phase of the study
which can be very high and, as with the educational program struc-
ture, # 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 progess of assessing variations in educational
program costs is to select a representative sample of school districts
which reflect those educational program attributes thi. 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 structine with suf-
ficient frequency to permit meaningful conclusions to be drawn, The
sample should be com[)oscd of school districts which ')rovide kinder-
garten and regular educational programs of acceptable quality for
grades 1-12 and likewise provide acceptable special educational ofter-
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 and cost indices, ‘The first item of data which must be 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 full-time equivalent enrollment data since the planning of edu.
cational programs should generally be based upon the number of chil-
dren envolled in the schools, not vpon the exigencies of attendance
patterns, Stucents in part-time programs such as a hall-day kinder-
garten class must be converted to fulltime equivalencies for compu-
tutional purposes,

The sccond item of data which must be collected forr the study iy
the current expenditure for each educational program in each school
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district by grade level. Since most school districts do not maintain ace
counting records based on edncational program structures, this step
usually requives that curvent expenditures be allocated o programs
and grade levels within the school district, Various rules can be used
to allocate diflerent categories of expenditures o program and grade
level depending upon the availability of supporting data and the
accuracy desived i the final results. For instance, il recovds show
which students ave transported and the distance each student is trans.
ln)rlcd. transportation costs can be allocated accurately to programs
¥ calenlating the transportation mileage for students in a particular
educational program as i percentage of the total transportation mile-
age lor all students in ‘the school district. Many categories of expen-
diture may be assimed 1o apply equally to each student regardles, of
the educational program they are receiving, unless evidence to the
contrary is provided. Instructional costs represent the lavgest single
category of expenditwre which influence cost differentials and cost in
dices and the allocation of instructional costs is a primary determinant
of the final results. ‘I'he number of fulltime equivalent teachers in
a special ewncation program as a perceotage of the total number of
full-time equivalent teaching stafl is one method which has been used
to allocate instructional costs among programs. 11 this is done, it must
be remembered that the type of delivery system employed will affect
the full-time cquivalency ol the teaching staft 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 staff serving the
cducable mentally retarded includes not only the itinerant teacher,
but also that portion of the regular teacher which represents the per-
centage ol students in the regular classsoom who are educably men.
tally retarded. Thus, for a teacher with a class of twenty-five students,
of which five are EMR’s, 20 percent of the regular teacher's time would
be allocated to the special program for educable mentally vetarded
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 stindent 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 diflerential for the special program. The
cost index is computed by dividing the special progrant cost per stu-
dent by the regular program cost per student. Table 3 illnstrates the
variations in educational program costs for educable mentally retavded

" clementary school students and regular students in six school dis

Q

tricts. District G has the highest special program cost per student of
$E152 and also the largest cost differential of 8528, ‘The resulting cost
index is L85, District B has the lowest special program cost per stue
dent but, since it also has the lowest regular program cost per student,
its cost diflerential and cost index are higher than District A's. Note
that District A and District 1 have special program costs which are

e
(Y

ERIC
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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 1D las a cost index higher
than any other district with the exception of District €. 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.

‘Tank §

VARIATIONS IN EbpucaTional Procram Cosrs
Cost PER FULL TIME EQUIVALENT ELEMENTARY STUDENT IN SPECIAL EbucAmion
PROGRAMS FOR THE FDUCABLE MENTALLY RETARDED

Special

Program Cost  Program Cost Cost Cost

District Per Pupil Per Pupil Differential Index
\ $ 851 §600 $251 142
[} 795 460 335 1.73
C 1.152 624 h28 1.85
D 847 476 371 1.78
L - 999 572 427 1.75
¥ 1.096 690 406 1.59
High C F C C
Low B B 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 analyzeﬁ.

Table 4 presents the program cost configuration for elementary
s‘)cciul educational programs for the educable mentally retarded for
the districts whose cost differentials and cost indices were described in
Table 8. The cost indices shown in Table 4 are based upon the
regular program cost for cach particular category of expenditure in
the school district under consideration. ‘The highest cost school dis-
trict s(pem considerably more for administration of its EMR program
than for its regular program—3.44 times as much in fact—yet it spent
less on the administration of its EMR n‘oFram than did the lowest
cost clistrict—$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 puL»il for its regular staff. The lowest cost district
spent ouly $320 per EMR pupil for teachers' saluries, which is 1.53

(VY] 03
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times the cost per regular pupil for teaching staff salaries. ‘T'he cost
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;
in the lowest cost district the cost was $51, or 1.50 times the regular
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 arcas where
the EMR program differs most from the regular program. The highest
cost district, therefore, evidently uses a delivery system for its EMR
rrogram which is characterized by a low teacher/pupil ratio and thus
1as relatively few pupils in a given classroom compared with the regu-
lar program organization. The lowest cost district apparently used a
delivery system not radically different from that uscdl in the regular
classroom -possibly a regular classroom with a special consultant,

‘T"AnLE

ProGRAM Cost CONEFIGURATY.
FEXPENDITURE BY FUNCTION fOR ELEMENTARY «. EDUCATION
PROGRAMS FOR THE EOUCABLE MENTALLY ¢ « TARDED

School District

) ) _{-_Iighesl Mean Lowest

Expenditure Cost/ ™ Cost ~ “Cost/~ Cost Cost/  Cost

Category Pupil  Index Pupil  Index Pupil  Index
Management :

Administration $ 3 344 $ 3l 1.30 $ 40 1.60

Clerical & Secretarial 9 1.80 18 1.00 34 1.36
Instruction .

‘Teachers © 78t 2.7 598 1.25 320 1.58

Teacher Aides 15 1.82 17 1.67 7 1.2]
Instructional Support :

Supplies & Equipment 18 296 15 1.09 20 1.1

Guidance & Counseling 18 2.25 9 1.00 8 - 358

Other 41 18.18 19 1.46 59 9.28
Institutional Operations

Operation &

Maintenance 107 3.13 141 294 54 1.50
Fringe Benefits 27 1.00 30 1.73 45 140
Other i3 1.00 49 1.00 164 1.00

Services
Health 24 1200 5 1.00 2 1.00
Food - 53 1.00 14 1.00 30 .00
‘Transportation 10 9,00 It 1100 12 00
Total—
Current Operation 1,152 957 795
vy
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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 arca ol
exceptiomality thereby enabling future cost projections to be made.
It the cost study is to be used for developing cost estinates 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
virious states. Because ol the difficulties inherent in obtaining ex-
penditure data organized by educational program and type of deliv-
ery system, in the more recent clforts 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 a 1 components
of expenditure contributed to the cost differentials in programs lor
exceptional children with the exception of clerical and secretarial serv.
ices and expenditures lor food services. The generally less detailed
systems for allocating expenditures in the state studies probably ut:-
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 hasis of the total student
population assuming all students occupy an equal amount of space,
whereas the NEFP research allocated operition and maintenance of
plant on the basis of actual allocations of space to special educational
progrims.

The National Educational Finance Project's stucddy of cost differ-
entials in -cducational programs for exceptional children ntilized 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 c()m\msile regu-
far programn cost which included both the elementary and secondary
lcvells as the base for determining cost differentials and cost indices.
Several of the state studies have related elementary special education
program costs to elementaty regular progriam 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 onc

P
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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, 9-12 and as 10-12 in a state where a middle level
of 7-4 was included.

Another area of incomparability in the various studies conducted
to date concerns the definttions of special educational programs and
the exceptionalitics included. “The studies also examined different
school years und reflect differences in the cost of hiring associated with
the difterent geographical arcas they represent and the different years
in which they were conducted, Keeping in mind these differences, some
of the findings of these studics are sunmarized 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 rogram 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 rmve 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 $.21 for educable mentally
retarded programs. ‘T'he state studies reported mean indices of 1.48
for elementary (K-6) and 1.68 for clememnr?' (1-8) educable mentally
retarded programs while the secondary indices were 1.5 and 1.49,
respectively,

Programs for the Trainable Mentally Retarded

‘The NEFP reported cost indices vanging from a low of LI8 to a
high of 3.62 and a mean of 2.20 for trainable mentally retarded pro-
grams whercas 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 disabilitics were rcrorlcd to
have cost indices of 2,31 for elementary (K-6), 1.52 for elementa
(1-8), and 2.25 for secondary (7-12) by the state studies. (The econd-

V'O
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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
am(ll 1.35 for secondary (9-12) for socially and emotionally maladjustec
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 sécondary (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 Jow 2.12 for the high and
1.25 for the mean.

Programs for the Visually Handicapped

, Visually handicapped programs had cost indices of 1.88 and 1.79
for elememar{ (K-6) and (7-12), respectively, and 248 and 1.70 for
the comparable secondary progrims in the state stiudies 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-
mentnr’y (K-6) hard of hearing programs and 3.05 for secondlary (7-12)
hard of hearing programs. A second state study found cost indices of
1.65 for deaf and 1,62 for hard 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 progrums to be 3.26 with a range from a low of 1.52 to
@ high of 4.64. "I'lie 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 sccondory (9-12) level..
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Programs for the Multiple Handicapped

‘The NEFP found a mean cost index of 2.80 for multiple handi-
capped progrims with a low index ol LY0 and a high index of 3.86.
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 Progl'.t.lms ,f

several state studies calculated cost indices for special educational
programs geuerally withont distinguishing the indices for each of the
programs included. One state found cost indices of 1,71 lor clementary
(K-6) and 1.51 for sccondary (7-12). Another state found indices of
176 for elementary (1-8) and 1.80 for secondary (9-12). A third state
found elementary (1-6) special educational programs to have a nean
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 threc indices. A fourth stute 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 sccondary 37-12) and 1.55 for secondary
(9-12) were found in two state studics, The NEFP did not include cost
indices for occupational l)rogr:mls. A third state study found a cost
index of 1.60 bised 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-
grams. Cost indices ave most appropriately used for state-wide planning
purposes. The availabality ol accurate cost indices for the state as a
whole should permit more accurate estimates of the amount of reve-
nue necded to provide adequately for the special educational needs
of all papils. It must be emphasized, however, that an average is just
that. Approximately one-half ol the school districts in the state will
be spending morve than the state-wide averige and the rentaining one-
half will be 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 diswricts will not necessarily provide adequately for the
specific educational needs of pul)ils in those districts, Lven using the
average cost index for a particular educational program stute-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-
ics in no way reflect the cfficacy or efficiency of the cducational pro-
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grams upon which the cost indices are based. Thus, cost indices ly%i-
cally reflect what is currently being done rather than what could be
or what should be done in J;e 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 speciul educational programs.
A particular special education program may be offered to equal num-
bers of students, provide the same educationul services and cost the
same amount per pupil in two school districts where the regular or
base educational programs difter 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 ot 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 hetween districts for identical programs. For example, in some
districts, the cost of transporting pupils involved in spectal 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 hased
on a full appreciation of the implications of the supporting evidence.

FOO'TNOTES

1Ellwood P, Cubberley, School Funds and Their Apportionment, (New York:
Teachers College, Columbiu University, 19()5‘).

#This definition of the exceptional child is a paraphrase of that of Samuel A.
Kirk., See Samucl A, Kirk. Educating Exceptional Children (Boston: Houghton.
MitHin, 1962), pr. 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,




Educational Personnel:

Supply and Demand
The Teacher Case Under Oligopoly

James A, Hare

Assistant Professor of Educational Administration, University ol New Mexico.

In the past few years 1 have had the opportunity to again consider
some of my undergracduate training in economics. Not so much in
the classical, neo-classical and Keyncsian sense (or non-sense) of those
earlier days, but more the writings of Becker,! Schultz,* Hansen,?
Weisbrod,* Bowman® and others reluting to hoth the qualitative and
quantitative aspects of investment in human capital (education). And,
I might add, I find those notions most attractive primarily hecause
they deal with people, and people development—which is a significant
conceptual leap from the C{aSSICal concept that the marginal produc-
tivity of labor equals one. Howcver, the purpose here today is neither
to explore Balrgh and Streeten’s treatment of the Cobb-Douglas pro-
duction function® and their accounting for the unaccounted factors
relating it to the Gross National Product, nor to assess Bowles’ linear
programming model for the ecucational sector.” 1 do feel that the
Arrow-Capron model explaining the market dynamics of the scientist-
engineer shortage® of another decade does have some relevance to our
purpose of exploring the sugply-demand relationships for educational
personnel, as to some of the more csotcric neo-classical notions ol
yesterlay.

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 ol
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 Jisplayed 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 velate 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 raral)le). Those who select to employ this
lechni(l]uc 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 thie Arrow-Capron model
for purposes of analogy.

THE ENGINEER-SCIENTIST SUPPLY & DEMAND PUZZLE

First, let us <stablish 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 engincer-scientist population in the
United States during the 1950's.

Drawing primarily from Marshallian anal{.sis of the equilibrating
process, the model builders first assumed stability ol 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 ¢, is the number of trained individuals who will be
available for employment. However, the market demands q, number
of individuals at price p, and therefore the industry is experiencing
a shortage of trained individuals in the amount of ¢, minus q,. The
obvious short-run 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 sume time that a shortage in supply exists, then the short supply
will persist and the price will continue to rise.

he latter condition is presented in Figure 2 where D, represents
the original demand curve for engineers and D, represcats the new
demand arising from changes in external conditions. The equilibrium
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position attained through market forces in Figure 1 is now a position
of short supply in Figure 2. Arrow and Capron suggest that this con.
dition will also be accommodated througli market forces as salaries are
adjusted to attract more individuals to enter the field. And, they seem
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to be aware of the teaining time-lag constraining that adjustment as
they proceed to morlel the dynamic shortages and price rises as func-
tions ol the ¢ asvicities of supply and demand.

1 shall not prevail upon your patience by reviewing the calculus
of the Arrow-Capron model but they are essentially computing the
magnitude of the dynamic shortage as functions ol

(1) the rate of wevease w dennd,
2) the veaction speed of the market, and
(8) the clasticity of supply and demand.

Finally, their argument is that the interaction ol rising demand with
price movements, which do not instantancously cquate supply and
demand, provides a plausible interpretation of the scientist-engineer
shortage of the 1950,

CRITIQUE: VIS-A-VIS THE EDUCATION PUZZLE

I find the Arrow-Capron model most attractive for its simplicity.
And, if they were to look at more contemporary dawa | wonder if the
model would accommodate the oversupply ol engineers in the space
industry resulting from N.AS.A. program cuthacks and the cancella
tion of the S.5.1. Certainly they could test the contrary case but 1
suspect demand clasticity would not highly correlate to price.

- 1 do feel that the model may lave some application to the supply-
demand relation .ps experienced within the -education industry.
However, 1 do no: Teel that we can accept the model as it exists be-
cause of the competitive market assumption upon which the moclel
is based. 1f we consider inter-school district competition for teachers
thien we may give nore weight to the pricing function. But, if we are
considering the whole industry, as the modet does, then 1 feel we
have to look for another model since we cannot meet the assumption
that industry prices (salarvies) are a Tunction ol the com[l)etilive mar-
ket ‘T'he cducation industry simply has too many individuals provid-

-ing sceond or supplementary family incomes on it job that follows
their children's school calendar; and for those reasons alone we cane
not assume individual job choice to be a function of price.

And too, as Arrow and Zapron point out, the pricemechanism
cannot be expected to Tunction if indeed there is external interference
with the mechanism, i.c., il prices are controlled. 1 would suggest that
in the education industry that is exactly what happens and thus accen-
tuates my concern for a diflerent set of assumptions to precede supply-
demand analysis,

THE EDUCATION INDUSTRY PUZZLE

It is 4 common practice among those who picce together picture
puzzles 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. 1 too began this puzle
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ol supply-demand relationships by looking for edge-pieces, i.c., what
econometric model or framework might I use to overlay the data. The
most obvious solution secmed to be the Arrow-Capron model so I
-proceeded to determivie what data 1 might use to explicate the model
for our purposes. However, after assembling numerous NEA Research
Bulletins and other data-laden publications, 1 reviewed the Arrow-
Capron model only to discover the weakness of their assumptions for
our purposes as outlined atove. Therefore, 1 w1 out to employ the
Gestalt approach to puezde building, ic., look t:r whole relationships
among the pieces. (I think that process is what my intermediate sta-
tistics professor once culled the “bi-optic trauma analysis"—the data
hits one between the eyes.)
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Figure 3
Teacher Education Graduates as x‘n‘ Percent of New Teachers Employed
in Selected States .
Soutrce: Teacher Supply and Demand in Public Schools, 1972,
NEA Research Report 1974.R8,

One of the more direct approaches to assessing market conditions.
lor a product is to determine how well the product is moving—that
is in our case, to what extent are college graduates holding teaching
certificates gainfully employed within the education industry, Figure §
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 fucts. 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 aveas of chemistry,

‘mathematics, library science and a few others, Gurrently 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. T'his relationship is further demon-
strated in Figure 4 which depicts the longrun 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 reluting 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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Longerun Supply and Demand for 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
rocecd to ritionalize what they call the Quality Criterion and duti-
ully calculate a dubjous statistic demonstrating not an oversupply,
but a demand for almost onemillion more teachers, Let me hasten to
add that I find no quarrel with their reducing the pupil-teacher ratio
from 54:1 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.
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THE INDIFFERENCE CURVE PUZZLE

Although 1 have no evidence of widespread practices of a pupil-
teacher vatio of $4:1, 1 feel that musing the mevits of pupil-teacher
ratios is beyond the scope of this discussion. We must however, note
that the pupil-teacher-ratio is one of the trade-otfs local school boards
make, among others, when faced with increased demands for teacher
salaries. 1 do think that fruitful vesearch conld be done to determine
vhe extent to which teacher positions are traded, both individually and
simultancously, against pupil-teacher ratios and so called para-profes.
sionals. 1 would further suggest the indiflerence map model may be
an appropriate framework lor that analysis. Although 1 had hoped
to provide some data relative to that important dimension of our
topic, time rrohibited 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. 1 would
further suggest that lor a primer on this subject one consult thy ap-
pendices of Benson's earlier edition't and advance to Allen'* for the
comnputational 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 puzle for your consid-
eration.

THE OLIGOPOLY-OLIGOPSONY PUZZLE

Leltwich®™ has clearly articulated three classifications of oligopolis-
tic industries. ‘Those classifications include: :

Class 1: Organized, collusive oligepoly,
Class 11: Unorganized, collusive oligopoly, and
Class I11: Unorganized, noncollusive oligopoly.

I shall not review the underlying assumptions of cach class but
will proceed by suggesting that the assumptions of Glass 11 scem 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
cnough sellers of a particular product, such that the activitics of one
scller are of sufficicnt importance to other sellers. Although it may
net have been true in the past century, 1 think we have sufficient evi
dence to suggest that public elementary and sccondary education dom-
inates the field today. .

‘The assumptions ol the Class 111 oligopoly are:

(1) The industry is unorganized and noncollusive. "I'hat sim-
ply means there are no formal cartellike arrangements as
one would expect in Class 1. This designation does not
deny the National or State School Boards Associations be-
ciuse they do not transfer mntagement decisions and func-
tions of t?ncir individual districts to.the-central association.
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Although I am paralleling the public sector to the private
sector, I sec no season for not developing a Class IV which
would accommedate professional associations and thus be-
come an organized, noncellusive class of oligopoly.

(2) Independent action of éadividual firms (school districts)
is characteristic. I think we have sufficient evidence of pro-
gram and policy differentiation between school districts to
acrept this assumption-without 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, che indusiry must
meet the following assumptions;

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

(2) If one firm lowers price others will follow. Although I do
not see school districts cutting the total operational funds
so much, 1 do see them following each other relative to spe-
cific economy moves, e.g., closing their doors for part of the
school year, eliminating selected programs, etc. And, we
have some cvidence of taxpayer revolt when we consider
the number of bond and millage elections lost over the past
6 or 7 ycars. '

(8) If one firm raises prices, other firms will not follow. Al-
though Mort und his students significantly stimulated ex-
penditures for cducation within school dlistricts, today 1
think we experienge less acceptance of the assumed cost-
quality velationship. And, school boards are increasingly
pressured to restrain procuct cost as evidenced by the ac-
countability debates and the capital outlay example above.

Technically speaking, public school distiicts do not compete with
each other for product production (students) and thercfore the latter
two assumptions may only be applicable to private cd rcation.

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 etucation 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 111
oligopolistic industry. The significant difference between this rela- .
tionship and the competitive market relationship is the “kinked”
demand curve. The "kinked” demand curve is an analyt’-al way of
interpreting the Glass 111 oligul]x)ly 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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re-align the districts programming by not initiating new prograis.
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,

Figurc 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 relatiouship 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 tcachers safnries for various years. The disconnected demand
curves d,, d,, and d, illustrate the short supply conditions for those

ears, For example, the conditions at d,, were such that, at the estab-
ished price of approximately $5,100 average salary the industry ex-
perienced a short su¥rly of clementary teachers amounting to ap-
proximately 35,000. This cdoes 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 ol supply re
sponse did little to improve the conditions within the next 4 year
period ((12?. However, conditions improved somewhat by 1968 (d,)
evidenced by the narrowing of the g:ql: between supply and demand.
The final 2 year period closed (d,) with conditions equilibrated.




NS School Finance in Transition

AVERAGE SALARY

{la current dollars)

$9000
$8000 ¢
$7000 ¢
46000
$5000
4

L Y a 'y 4 1 " q L % N 2 R

M) ) wdo e 1z

Estinated

Number (000)

Figure 6
Supply ind Demand for Elementiny ‘Teachers as a_Function of Price
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If the shifting “kinked" demand curve illustrated in Figure 6 seems
to paratlel the Arrow-Capron analysis presented earlier, it does. The
significant diflerence being the set of assuinptions underlying each
model and especially the price control assumption of the oligopoly
model. 1 am suggesting that wages in the education industry are
overtly controlled rates where Arrow and Gapron were suggesting that
competitive market forces established the engineer-scientist wage rates.
And, unlike the Arrow-Capron analysis to the cffect that increases in
beginning salarvies 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 shortrun,

Now let me turn brielly 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 ol output costs. That is to say, as in equation (1),

(l? G = f(0),
where, Gs total cost ad 0 is output costs.
Further, (0) is a [unction of associated production cost elements in-
cluding wages, machines, plant, capital, and other, This relationship
may be shown as:

(2) 0= f(W, M, P, (., X)

where, W = wages, ., = machines, I’ = plant, C == capital, and

s
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X = other.
Combining equations (1) and (2) yields:
3 G :/SW, M, P, ¢, X).
Having developed the production function in this manner, the
firm proceeds to vary its independent variables (cost clements) 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
considerin, iotal cost (C), the conlition is equivalent to Thomas’
output or::nted production function.'® -
It is 1wt uncoinmon for school uistrict 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 imlividuals who employ the Zero Based
Budgeting techniques have some notion about their expected total
revenue throughout the fiscal programming process.
Althongh it is beyond the scope of this paper to explore the func
tional relationships between sets of cost elements,® the ceteris paribus
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 clements.
For purposes of example, let us assume that the cost elements of
equation (3) above, for a particular time period, have heen dollarized
such that we now have the relationship established in eyuation (4),
(42 C = Wt + Y,
where C = total cost of education, W, = teachers wages and
Y = all other costs.

‘T'herefore, the total dollars available for teachers wages becomes,
(5) (.; — Y = W,.

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 (52 and the subsequent analysis below are
hest mediated by examplinﬁ ristorical 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-clement
trade-off matrices.

Figure 7 illustrates the relationships established by a particular
schoof district between total cost (C), total instructional wages (I,)
and K-12 teachers wages (W,) for the period 1964 to 69. Excluded
from teachers wages are personnel costs for administration, special edu.
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Relationship Between Total Cost, Instructional Wages and K-12
Teachers Wages, 1964-68

cation, vocational education, gnidance and other professionals which
are reflected in the gure as the difterence between I, and W, The
difference, betwe=n G and I, include costs for support prsonnel, capi-
tal outlay, debt ervice, and other expenses. The example district was
allocating approximately 50 million dollars for K-12 regular proFram
teachers salavies 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 %’64
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. s

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
d, would be dis-jointed ay 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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Figure 8
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 naive 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 sufgested by the Burkhead studies'’ and by Levin?8
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 necessiry and projected and thur 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 p&oposals to allow school districts to certificate their own teach-
ing staff.

gl think that I have probably raised more than enough issues for
our exploration in the ume 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 manrer we do today. And, it places the
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teacher somewhat in the position that Daniel Webster found himself
following tne Compromise of 1850, when Whittier wrote about him
in his Icabod 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

Bos N. Cack
* Director of Institntional Rescarch, University of Mississippi.

My remarks today concerning the measurement of school system
productivity will be three-fold. First, I will attempt to summarize the
rescarch that has recently been done on inputoutput relationships in
school systems. Second, I will describe a methodoiogy that seems in-
herent in this type of research and describe, hopetully, in layman’s
terms the statistical techniques utilized in this research and finally 1
will point out some policy implications that scem to follow from the
findings of the research.

INPUT-OUTPUT RELATIONSHIPS

The study of input and output relationships is not new to the
~Anerican businessinan, manufacturer or educator. Business and in-
dustry in America have utilized data in these arcas for over a’century
with education becoming more inclined within the last five decades,
The definition of output has been ditficult for educators because of
the complexity of measuring human productivity. Schools have con-
sisteutly "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 mnd paper reporting ol its students; that is, educators have
not been able to identity other “measureable” means of school system
productivity.

Most ol the literature relating to school srstcm productivity deals
with studies of variables associated with student achievement. folns
ared Morphet in 1969 provided an excellent review of studies dealing
with the cconomics of financing education and concluded that a strong
relationship exists between student achievement as a measure of qual-
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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 ot school performance, concluded that
standardized achievement tests were most used and perhaps the best
single mcasure ol 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 entragce into akmoast all ¥acations,” Tlhe heory of redationships
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 corrclated with success in problem-solving ability, vari.
ous forms of oral and written commuuication, 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 arcis of the school curriculum, the ability to read does
affect all areas and tests are available to measure reading.

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 und 2) those considered non-school
related variables. School related variables are further classified as
teacher oriented, materials and supplies, class size, and characteristics
of gracuates. Per pupil expenditure as a measure of input encompasses
both scheol and community. The school system is responsible for
expendiny, its finances wisely, but is controlled by the community
(local, state and federal) as to amount of revenue it receives.

The nonschool 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 cousidered to be the latter.

School Related Variables

Several variables associated with schocl system input are teacher
oriented and have been shown to be related to student achievement;
for example, years of teaching experience (Thoias, 1962; Burkhead,
1967; Katzman, 1967; Levin, 1970), teacher verbul ability (Hanushek,
1968; Bowles, 1969; Levin, 1970), teacher salary (Tlomas, 1962; Burk.
head, 1967; Cohn, 1968; Kics'ing, 1969), and teacher certification
(Benson and others, 1965). The umount of materials and supplics
provided by a school system has been identified as related to student
achievement (Fox, 1969; Flanagan and others, 1962; Kicsling, 1967).
Some studlies are quite specific in naming certain materials and facili-
ties, e.g. science laboratory facilities - (Bowles, 1969) and number of
books in the schoo] library (Kiesling, 1967). Average class sizc and
pupilteachier tatio have been shown to be related to student achieve-
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ment (Mollenkopf, 1956; Thomas, 1962; Bowles, 1969; Kicsling and
Averch, 1971). Kiesling (1967) also identified percentage of graduates
attending college as related to school achievement.

Project Tulent, a massive research etfort involving 400,000 high
«chool students, secking the correlates of a number of pupil outcomes,
mdicated the most important treatment factors found to date (1967)
were: teaciier saiaries, teacher experience, number of books in the
school libvacy and per pupil expenditure. These remained important
even when socio-economic tactors were held constant.

Teacher quality was found to explain achievement changes for
low income chlildren 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.
cluded that teachers who were critical, willing to accept leadershi
and interested in influencing and persuading others result in pupil
aing. 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

r pupil expenditure and academic achievement (Kiesling, 1968;
970; Burkhead, 1967; Gohn, 1968). Two recent studies (Rose, 1972;
DeRuzzo, 1972) correlated current expenditure per pupil with aca.
demic achievement and found very low and nonsignificant positive
correlations.

Lyle (1968) concluded that it takes a great increase in input to

ain a small amount of output and that rather than massive spending
increases, per se, cmphasis 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.

Non-School Related Variables

Those variables considered to be socio-economic in nature have
been stuctied in much greater detail in recent years. In justitying cul:
ture as a viriable 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 lamily 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 procedure of hold-
ing background variubles 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 hecause ol 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 ost important. Schools have been able
to provide little influence on achievement that has been completely
independent of the child's socio-cconomic background.

Studics othier 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 classily as socio-economic or community some of the variables being
used, Dunuell and Greene, two separate studies in 1970, speak of
socio-cconomic environment which  perhaps arries the two more
comfortably than others.

Still another source supporting the influence ot socio-zonomie
variables onn school perfornance is Christopher Jencks. In re-evaluat.
ing some of the Coleman data Jencks (1972) concludes that schools
do almost nothing to close the cconomic gap between rich and poor.,
To quote, “T'he charvacter of a school’s output depends lurgely ou a
single input, namely the characteristics of the cutering 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 summary, research has been cited to support and in some in-
stances negate the clfect of school input variables on student aghieve
ment or school output. A greater emphasis has recently been placed
on the 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 criticisin concerning the cllect ol the public

school system on cquating educational opportunity and in prodacing
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evidence that our schools ave in fact “productive.”

.

IDENTIFICATION OF VARIABLES

Lilierent in all input-output productivity stidies is the need to
identify, quantitatively, these vartables that represent the school sys
tem in terms of its facilitic., taculty, stafl, students, as well as the so-
cial and cconomic make-up of the community, Any data available
from the Censas, state deparunents of education or other government
agencies can be utilized as “input data™ if it can be broken out as
being demographically consistent,

The question of what is velevant output data remains pertinent,
Most studies, as cited earlicr, have used achievement data at some
particular grade level as the measure of school system productivity.
Varions forms ol achievement data, such as fourth grade reading
achievement on the California Achievement Test Battery, filth grade
realing achievement on the Metiopolitan Achievement Test, and
ninth grade compusite score on the School and College Aptitude Test
have been utilized in three recent studies completed for the N.E.F.P,

The basic rescarch design employed for these studies his chosen
one or more inpat variables amJ regressed these against an outpat -
variable, The statistical techniques of linear and carvilinear regres-
sion analysis have been used to establish the relationship between
these variables. Lincar regression models assume a moderate o high
correlation (40 to .95) between the two sets of variables before any
prediction analyses can be made. 1 the data do not fit it straight line
or linear model, then cwrvilinear 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 be high produc-
tive school districts and those which fall below the line are cousidered
to be low productive, Sixth grade reading achicvement on- the verti-
cal axis was plotted against current expense per pupil on the hori-
zontal axis and a regression line fitted to the data, The 12 districts
above the line represented school districts which have produced higher
mean sisth grade reading achievement scores than one would predict
based upon the curvent expense per pupil in that district. "The tnverse
wis true for the 12 school districts below the line, Based upon their
current expenditures per pupil, their mean sisth grade reading
achicvement was lower than wonld be expected.

These statements lose their validity when the correlation hetween
the input and output vaviables approach sero, “Fhat is. it the corre
lation or relationship between the two sets of data is not significan
(gain H0-to 95), then little conlidence can be placed on the cate
gorization ol these districts into high and low productivity groups.

When the linear relationship between one input measure and one
output measure is low and nonssignificant, the possibility exists that
the relationship may be By curvilinear or 2) that a combination ol
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two or more input variables would correlate higher with the ove out-
put measure. A lincar 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 lincar, The measure to deter-
mine best fit is the Pearson cocflicient ol correlation and in an exam-
ple such as this can be increased substantially by using curvilinea
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 distric: ito high and low productive groups is of extreme

importance. ~ less this measure corvelates highly with the output
measure, @ sunstantial amount of variation in school achievement
amonyg school districts may not be accounted for. Variation or vari.
ance, to use the statistical term, is defined as the square of the cocffi-
cient of corrclation hetween the two sets of data. The coefficient of
correlation (r) = .71 between an input and output measure, r? = .50
or as a percent, 509, ‘I'hus, in this example only one half of the varia-
tion in achicvement scores among school districts was statistically re.
lated to current expenditures per pupil.

An advisable way to choose the one or more input variables to
regress agiinst an output measure is to compute all possible inter-
relatiouships or corrclations of all input and output measures. Find
which input variables have the highest correlution with an output
measure and at the same time have low intercorrelations among them-

~selves. This can be done 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-cconomic variables that a school -
system cannot control? If the former, one could argue that school vari-
ables alone do not cousider 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
are 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 cifect on the achievement level of the students,

It scems 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 amalysis. One important variable has
seemingly been omitted from this type of research, however, and that
is time., Benchmark or oneshot data analyses are 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.
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An example of actual data will be used to describe the dividing
ol school districts into high and low productive groups. These data
are from the 67 school systems in Florida where the school system
is coterminous with the govermment entity of county. Of the several
output measures available for use. School and Gollege Aptitude Test
—Total scores for 1970 were chosen, The Total score is the sum ol
the Verba! and Quantitative subtest scores. These data were obtained
from nintle graders in the spring of the year,

The SCAT-Total score was corrclnle(z with 12 input measures vep-
resenting school related,  community -and socio-economic variables,
Three vanables, adult edacation 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 SCAT-Total 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-12 ac
counted for the maximum amount of variance among the output
measures, Becanse of the high correlation between adult cducation
level and family median income, the latters contribution was over-
ridden or masked out by the adult education level variable. The mul-
lifp ¢ coeflicient ol correlation was 86 explaining approximately 749
of the variation among the county school systems SCA'T-Total scores,

Ou the average a county having a high mean on the SCAT-Total
score ..Jio had a high mean adult education level and a low percent
of nonwhite children. Of the diticrence in county SCAT-Total scores
across the state of Florida, 749, of the ditference 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 cduca-
tion level of the county and the percent of non-white students attend-
ing school in grades K-1<, and 8) the residuals or ditferences between
the actual SCAT-Total scorew’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 rrcdicled (as in district #1) or
are positive when the inverse is true (district #2). One asterisk beside
the residual value indicates that this district’s actual SCAT-Total
score was less than its predicted scere by more than 14 standard devi-
ation and is placed in the low pro-luctive group. Two asterisks indi-
cate the actual SCA'T-Total score was higher than its predicted SCA'T-
Total score by more than ¥4 standard deviation and is considered a
high productive district. ‘I'he choice of 14 standard deviation for a
cut-oft is arbitrary. In this study it classificd approximately 14 of the
counties in the high group and 14 in the low 171‘oup. This is consistent
with the grouping of a normal distribution whieh the set of residuals
approximates,

‘The means and standard deviations for eaclt 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-

101




O

ERIC

Aruitoxt provided by Eic:

100 School Finance in T'ransition

Tamy |

MEAN Scnoor Asp Cornkck ArLrne Lest SCORES="T'OTAL, PREDICTED SCORES,
CALCULATED RESIDUALS, ADULT EbUCANON LIvel AND PERCENT OF NON-Wn.
Srepents (K-12) vor 35 Froria Corviy SCHoot SysteMs

Actual Predicted Adult Pereent
Disthict NCAT sedr Residuuls Educdation "Non-White
Number Score Seores (Differences) Level (K-12)

i H8.35 59,64 - 1.29 12.10 - h6l

d 640 H6.20 0.20 11.00 1297

3 n7.03 ARO7 —Luo]e 12.10 046

4 6,80 .25 — 2.3 12.50 10.45

H n3.33 H3.03 0.30 1D 3119
t 5503 a7 -0.24 12.10 25.7%

7 19.65 5134 — 1.9 10.00 29.35

N AR.78 5218 — 3400 9.50 18.68
] 53.50 5504 —1.15e 14.00 41.14
10 59,98 4309 —-4.17e 12,00 28,18
il 5000 51.97 2.03ee 11.20 $0.70
12 5076 h2.00 0.67 9.90 24.87
13 4087 40.73 0.64 8.490 78.18
1 IR Ha.84 Lojoee 9.10 10.21
) 46,71 HINE] —4.43e 9.80 28.18
16 93.06 5%.05 0.1 10.90 20,97
17 47.08 45.82 1.200e 8.90 48.45°
I8 3550 .32 .2]00 .90 10.89
19 19.71 53.19 —3.45¢ 10.10 24.20
20 552 5458 0.63 10.70 I8.68
| H5447 5378 0.69 11.00 26 8%
ue 0 1 . nt.e7 - 1.38e 11.40 19.37
23 55,02 5378 |.21¢%¢ 8490 2.30
24 644 H5.74 0.70 12.10 2822
25 53.59 49.87 4. Qee 0,70 47.30
20 13:35 11,34 ’ Q0100 8.80 7351
97 2346 5148 1 oyee R.00 15.79
o 56,73 _B5.GR 1.05 1150 23.0%
20 5940 5746 20000 . 12,10 18.24
30 n5.81 55.65 0.16 12,60 3407
3 16.54 n0NT ~4.03¢ - 09.90 32.68
42 .21 50,12 9. 70ee R0 18414
33 13,78 HMTH --0.07 9,00 H6.0%
3 56,90 Bi.56 - 0.0 12.10 23.49
35 53.45 54.01 — .56 11.60 8250

ables,

As seen in Table 2 from the Florida productivity study, the input
variables of percent of students attending some form ol post high
school education, the percent ol teachers in the school district for two
vears 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.

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

DeRuzzo's (1972) study in Kentucky found that the nunber of
cconomically deprived students in the school district eligible for Title
1 fands was the best single predictor of school achievement. This again
was @ negative relatiouship. 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. DeRuzzo’s output measure was fourth grade reading achieve
ment scores. "

RESEARCH FINDINGS

Several thinss can be learned from this type of research. Perhaps
wost important is that educational achievement and attainment 1n
our puh}ic school system is not as completely dependent upon socio-
cconomic factors as current sociologists would have us believe. School
related variables of teacher experience, training and maturity do re.
Lite 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 uascertaining more clearly murzoncisely those attributes held by
teachers that positively effect achievement in children. There are
teacher qualities of attitude toward profession, attitude toward chil-
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

roup of lcarners are but two more of the arcas that need attention.

obert Soar in 1972 documented that higher level cognitive growth
in children is produced by a different teaching style than lower level
coguitive growth. This implies perhaps that the generalist concept of
teacher training for the carly grades may need to be reconsidered. Or,
prospective teachers need to develop a variety of teaching styles for
teaching children at the vavious 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 seck out better ways to teaci all
children. 1 can offer no excuse why nationally onlz; 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.”

T'his type of research suggests a compromise between the adamant
critics an({ professional educators. A host of research (Gordon, 1969;
Gray, 19715 Hess, et. al., 1968; and Schacfer, 1969) supports the con-
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 tan produce successful

1{ 4G
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output measures and these can be documented on a longitudinal basis,
then serious consideration shonkld be given to publicly supporting pre-
school education. If the evidence is suflicient to say that children bring
to school those experiences (or lack ol experiences) that destine their
educational achievements, then the public should be willing to sup-
port_free public edncation tor three and four year old children,

Finally. from a research and statistical point of view, the method-
ology by which we study inpu-output relationships needs to be im-
proved. ‘The use of path coellicients, canonical correlations, and clus-
ter analysis should enhinee the usefulness and significance of the
data. A closer look at various cconometric 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 commuuity 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
50 as to acconnt for the totality of relationslips 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 schiool or system
level as well as at the state level. This was substantiated yesterday in
the presentations of Bill McClure and Dick Rossm.ller. Providing the
best way to spend the educational dollar remains a high priority.

The use of invut-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 ontput for x numbers of dolli.:, expended. A

decision model based on reliable and specific program data can be the

most useful tool an administrator can use.

© To summarize, 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 o stay in the system. Second, the research implies
that high- adult education level in the district is related to high stu-
dent achievement. Perhaps the educational 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-schooi children and help resolve my earlier coucern of public sup-
ported cducation for three and four year olds.

Finally, the research implics that the higher the percentage of nomn-
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?
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The Cdnstitutionality of the Title I ESEA
Formula: Inverted and Regressive
Allocations

Thurovore H., LAvIT AND KERN ALEXANDER

Mr. Lavit is a graduate of the Vanderbilt University Law School and is a
member of the Kentucky Bar. He practices law in Lebanon, Kentucky, Mr, Alex-
an;ler}iis 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 ol 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 chi%drcn.
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 purposc 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 are
allocated among the states to effecunate the stated purpose of the Act,

'Fitle I provides for funds to be allocated among the states in the
following manuer:

“I'The maximum grant which « local educational ageney in a
State shall be eligible to veceive under this part for any fiscal
vear shall be .. . an amount equal to the Federal percentage
(established pursuant to subsection (¢) of this section) of the
average per pupil expenditure in that State or, if greater, in the
United States, multiplied by the number of children in the
schoot district of such ageney who ave aged five to scventeen,
inclusive, and are (4) in families having an annual income of
less than the low-income factor. (established pursuant to sub-
section (¢) of this section), (B) in familics 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 fmmilies with dependent children under a State
plan approved under Title 1V of the Social Sccurity 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 US.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
fumilies with $3.000 annuitl income or less) times fifty percent of the
average per pupil expenditure of cither the state or the U nited States,
whichever is greater.

The net etfect of this formula is that although it identifies an edus
cationally deprived child in Kentucky in the same manner as it identi-
fies a similar child in New York, it nevertheless grants substantially
mote funds to the educationally deprived child in New York. The
child with the same educational needs such as the Plaintifls in Downs
v. Marland, from Marion Gounty, Kentucky, is giver. much less federal
assistance than his conuterpart in the wealthy suite of New York,
thereby violating the Due Process clause of the Fifth Anendment,

''HE ISSUE

‘The issue raised in  Downs v. Marland, sim})ly stated, is whether
the United States Gongress, thrnupih the Title I formula, can consti
tutionally provide the educationally deprived child in the wealthy
high expenditure state with greater vesources than the educationally
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deprived child in the poor, low expenditure state of Kentucky.

The Plaintiffs in Downs v. Marland did not seek to require the
Congress to fiscally equalize by providing more funds to ecucationally
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 1 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 Plaintifs, in Downs v. Marland, as edlucationally
deprived children, from the poor, low expenditure state of Kentucky,
sought only to be provided tlxc 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 1 alloca-
tion formula simply because they resided md 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 followiag disparities hetween selected rich and poor
states.

Cuart 1 ’
Maximus Trine 1 Avriorization 70 LocAL EbUCATION AGENCY
Per EpucATiONALLY DEPRIVED CHILD FOR 1972

New York $632.60
RICH  Connecticut $457.5(;
New Jersey $495.54
Rhode Island $447.10
Kentucky $383.48
OOR  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 {ollowing sclected 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

(US. Burcau ol Economic Analy-
sis Survey of . Gurrent Business,
August, 1971)
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For the U.S. Congress in 1972 to have fully funded the program
as 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 reccived over $112 more per deprived
child than the poorer states. In the Downs case the Plaintiffs thercin
acknowledged that comparing states’ maximum authorizations may be

somewhat illusory since Congress seldom, if ever, appropriates the

maximum authorization. Chart I, nevertheless, indicates the precise
effect and imruct of the formula as the law prescribes, excluding tem-
porary amendments and uprroprinlion limitations. .
When the state per child formula allotineuts are compared using
actual appropriations and excluding temporary amendments, the poor
states again receive proportionately much less than the wealthy states.

-(See Chart 11 for comparisons)

Chart 11

AMOUNT ArPROPRIATED FOR Tk 1 Local. EDUCATION AGENCY GRANTS pER EDUCA-
TONALLY DEPRIVED Cinlp (WitHout TEMPORARY AMENDMENT) 1972

New York I $251.80
RICH  Comnecticnt N $182.10
New Jersey | $197.24
Rhode Island o $177.96
Kentucky (I $1612.64
POOR  Arkansas ] $152.04
Mississippi ] $152.64
Tennessee R §152.64

[ T - - v mmmtvmeen  eea

Charts I and 1 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 morve 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 be 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,
Keutucky, of no less than $143,000 per year, For the five Downs chil-
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dren 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 addis
tional Title I allucation 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 variitions among states are measurably
reduced by a onesyear 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.! However, 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 Plaintitfs differently
from their counterparts in wealthier states.

THE RATIONAL. RELATIONSHIP STANDARD

The government, in Downs, in defense of the Title 1 formula
claims that the “vational relationship” standard should be applied
instead of the compelling interest standard. This standard merely
provides that the classification nust 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 govermnent claims that the
rational relationship standard should be applied instead of the com.
elling interest standard, 1t is the contention of the Dowus children,
'lowever. that the method of allocation used in Title 1 is not reason-
ably related to the purpose of the 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

ant, take away, or treat the recipient unequally. Not only will the
gourts revent the 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, the recipients thereot
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are entitled to them as a watter of “right.” Goldberg v. Kelly, 397 U.S.
262 (1970): Shapiro v. 'l'homl;.s-on, 304 US. 618 (1969); Sherbert v.
Perner, 304 U.S. 398 (1963): Slochower v. Board of Higher Education,
350 U.S. 551 (1956). All children in the designated class are entitled
to that sime right—under the holding in Slochower, supra.

With the declaration of policy set forth in ‘Title 1, the Congress
assumed a responsibility fov the education of educationally deprived
children in ill{ states. The Congressional Declaration of Po{icy stated:

“In recognition of the special educational needs of children of
low-income Lumilies and the impact that concentrations of low-
incoe families lave on the ability of local educational agencies
to support adequate educational programs. the Conguess hereby
declares it to be the policy of the United States to provide fi-
nancial 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 contribute particularly to meeting special educa-
tional need of C(lllC:lliollill“y deprived children.” 20 U.S.C. 241a

Pursuant to the purpose of educating educationally deprived chil-
dren, the Congress identified these childven 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 s secifi-
cally naming and identifying a discrete class of children, perniciously
created an allocation formula which treats equals unequally. In Rey-
nolds v. Sims, 377 US. 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 thie government action (uestioned or challenged.” By Congress
itself identilying the group of children (o 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, 200 U.S.C. 241c (a)(B)(2). However, Congress
thereafter enacted an allocation fornula which treated that same class
uncqually. To treat persons 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, Virginia, 353 11.8. 412, when it stated
that a classification “must be reasomable, not arbitrary, and must rest
upon some ground of difference having a fair and substantial relation
to the object of the le‘.;islmion. 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
unequally—Reed v, Reed, 404 US, 71 (1971). Therein, the Court
apphed the rational basis test to Idaho's legislation which provided
that “males must be preferred to females” in the designation to per-
sons to administer intestate estates, 4104 U.S, 76, ‘The Court held that
the ldaho statute violated the Fourteenth Amendment based on sex
dLscrimination in that disputes over administration of the estate of
cue who dies intestate could be eliminated by some other statute or
lan without the necessity of relying upon an arbitrary classification
Y sex. 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 nsed te strike down discrimination of a fundamental
right—the right to be free of sex discrimination. Here, Justice Burger
stated that the lditho legislation had no relationship to the objective
of the statute. Further, the Cowt 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 docs, however, deny the States the power to
legislate that different treatcut 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 1 identifies and creates a class of persous stand-
ing in the same relation to government and then through the allo-
cation formula tveats them unequally, What relationship to parpose
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 1
have to the objectives provided in 20 U.S.C. $241a “Congressional
Declaration of Policy™? The above policy certainly is inconsistent with
the formula. A strong argnment 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 Plaintifls in Downs v. Marland.

For instance, the defendants in Downs would assert that there is
no uestion of the existence of some discrimination or variation or
disparity, but applying Lindsley 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 vatural min.
cral 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 *hrough the Fourteenth Amendment by the New
York Statute prohibiting the extracting of carbonic acid gas.
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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 pm'l:osc of collecting the gas and vending it apart {rom 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 cqual protection
of the laws to whom it affects. The court held that the Fourteenth
Amendment does not take from the state “the power to clasify in the
adoption of police laws,” supra at page 79.

‘The Court in Lindsley listed four tests in determining whether the
classification was purely arb'trary 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. ‘I'here were no mechanics involved or discrimination in- -
tended at a targeted group of school children of our nation. The Court
concluded that the classification was reasonable because it “may rest
upon some substantial difference between pumping from wells penc-
trating the rock ind pumping from those not penetrating it . . . and
this diflerence 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.

n Lindsley, the Fourteenth Amendment was in issue over it statute
which fell within the police power, 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, 1t atiempts to assist local school children by identify-
ing a specific group of children (ages 5 to 17 in families having an
annual income of less than $3,000) and apply a formula for distribut-
ing Title 1 funds.

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

Dandridge v. Williams. 897 U.S. 471 (1970) is cited by the defen-
dants in Downs and the following particular language has heen pin-
pointed by the defendants therein: :

“In the area -of economics and social welfare, a state does not
violate the Eqqual Protection Clause merely because the classi-
fications macle by its laws are imperfect.”” 897 U.S. at page 485

To begin with, the Plaintiffs in Downs have contended that Dan-
dridge is not upf)licnl)le to their cases because cducation is of greater
import and has heen of great import to the Supreme Court than cases
involving welfare payments—compire Brown v, loard of Education,
347 U.S, 489 (195/]) with Jelferson v. Hackney, 106 U.S. 535 (1972).
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In Dandvidge, the State of Maryland enforeed a regulation which
limited or imposed ancoverall ceiling of 3250 per mouth as the total
amount ob welfare assistance any one family unit could receive under
its aigl to lamilies with dependent children program (AFDC). As a
result, while most families received benefits suflicient to meet their
state-defined standards of need, the Large families (whose nceds ex-
ceeded 3250 per month) received less than their computed need.

The Plaintifls in Dandridge successtully attacked the Fourteenth
Amendment initially but were reversed by the Supreme Court which
held that the maxituum grant regulation did not violate the Foun-
teentl Amendment because” it was of a social and economic nature
and therefore could be reviewed only under “traditional standards of
restrained cqual protection veview.” The Court stated that “a statn-
tory discrimination will not be set aside if any state of facts reasonably
may be conceived to justity it,” supra.

But the Court went further, justice Stewart recognized the differ-
ence between the regulation of ‘business and wellare and, although .
he refused to apply. a different constitutional standard, he thought
the regulation was attempting o relieve the “disincentive to work”
however imperfect, In the Cowrt’s opinion this made the Maryland
regulation reasonable.

For the first time the Court in Dandridge had now decided a case
involving maximum grant legistation 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
houschiold members. The Cowrt stated at page 484, n.16 that the
“strict 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 Maryland regulation
because there was no discrimination of the family unit which was the
principal object of the regulation. In other words, cach family unit
so designated under the regulation received the maximum of” $250.
The focus of the regulation had nothing to do with an individual's
needs and there could be no discrimination against families because
each family unit was treated equally.

In Downs v. Marland, there is a wide difference bhetween the dis-
crimination alledged by the Plaintill in Dandridge and that practiced
by the government through the use of the formula in ‘Fitle 1. Not
only does "Title 1 identify a targeted age group of children but also
it clissifies a certain group within those age limits and on a low-income
factor which is $3,000. After the targeted group is identified its mem-
bers received ditterent 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 terms 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 maximum provisions encouraged gainful em-
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ployment; (2) maintained the balance between wellare families and
the wage earner; (3) encouraged family planning; (4) allocated pub-
lic funds in a manner which would mect the needs of the largest num-
ber of Lamilies; and (5) weated all family units precisely the same or
equally in the maximum grant range.

Dandridge is markably different from Downs for scveral veasons:
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 invoived with the vague standard of need con-
cept which suggest a lack of “judicially manageable” standards. Ap-
propriate standards of need are illusive and the comts have been
traditionally hesitant to substitute their judgment on an.area as vague
as welfare or educational needs, Mclnnis v. Shapiro, 293 F.Supp. 327
(1968) afirmed, 394 US. 322 (1969).

In McInnis childven trom school districts of better than average
wealth sought more funds than children in other school districts be-
ciuse of an alledged greater educational need. The Cowrt 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 Mclnnis are, thercfore, basically
different from the issues raised by the Downs children. In both of
those cases the Plaintiffs asked the Court to hold statutes unconsti-

< tutional because the Plaintiffs did not reccive more funds than their

counterpart in the same classification. The issue of need was not
raised in Downs. Therein, the Phlintiffs only pled to be treated
equally with other children within the sane classification.

Although redundant, it is imi)ortam to bear in mind the equalit{
standard which the Court focused on in Dandridge and similar stand-
ards upon which the Plaintiffs requested relief in Downs. The consti-
tutionality of the formula under Title I is an issuc 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
reccives 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 Dan(}rirlge 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, ti.e
Congress created the statute which admittedly discriminates (but ac-
cording to the government, “not stthstantially”). In Dandridge the
State of Maryland had no role in the creation of large families which
was the element which led the plaintiffs to comgplain. And yet, the
element which brought the plaintiffs in Downs to the bar of justice
wits born of our Congress and thrust upon a disadvantaged minority
through the Title 1 lormula. The class effected could not prevent
the results of discrimination, as could the effected class in Dandridge,
said the Court therein, Justice Stewart recognized in D.ndridge that
education is not completely an economic and social welfare issue:

~ “[Hlere we deal with a state regulation in the social and eco-
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nomic field, not affecting freedoms guaranteed by the Bill of
Rights that claims violate the Fourtecath Amendment only
because the regulation results in some disparity in grants from
wellure payments to the Lugest AFDC families.” Dandridge v.
Williams, 397 U.S. 471 at page 4814

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, 404 11.8. 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 Pleintilf 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 oflset,
a typical worker injured in the course of his employment would re-
ceive benelits 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 gouls 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 Amendinent Equal
Protection Clause, the classification that meets the test articu-
lated in Dandridge is perforce and consistent with the Duc
Process requirement of the Fifth Amendment.” (citing Bolling
v. Sharpe, 347 U.S. 497 [1954]).

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

“To characterize an Act of Congress us 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
sliould 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 us great « Workmen's Com-
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pensation benefit, then-the federal contribution would increase, thus,
equalizing the und available to the recipient. Just the opposite is
truce under the "Title 1 formula. "The more a state expends the more
it is granted from the federal government, ‘The poor state cannot ex-
vend as much, and therefore it receives less, Inversely, the wealthy
state has the ability to extend more and so it receives more. Thus,
the relationship between Richardson and Belcher and the Title 1
formula becomes even more graphic in terms of the opposing roles
of the government. Under ‘Title 1 the lederal government is cast in
a role of the disequalizer and disequalization increases as the disparity
of wealth between the states is increased.

lu Flemming v. Nestor, 563 U.S. 603, (1960) the Plaintiff, after
accruing; old age benefits, was deported because of membership in the
communist party, a condition prohibited by the Social Security Act.
The Puintifls contended that his deportation was unconstitutional
and the curtailing of accrued old age bencfits was a violation of his
Fifth Amendiment 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 1, we are 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 cconomy, and its tuture. The purse of our country, -
today as well as tomortow, depends upon the education these children
receive and to deny them equal cducational 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) INTRODUCGTION,

In Shapiro v. Thompson, 394 U.S. 618 (1969), the Court struck
down u onc ycar residency requirement imposed by a state upon
welfare applicants as a condition for obtaining bencfits. One of the
rincipal 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 tollows:

“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 state’s 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 he nec
essary to promote a comrcllmg governmental intercst is unconstitu-
tional,” supra at page 634.

The Court in Shapiro c.acluded the Opinion:

“The waiting period requirement in the District of Columbia
Code . . . is :I}so unconstitutional even though it was adopted
by Congtress as an cxercise 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.
“l[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. 1683,
168 (1964); Bolling v. Sharpe, 347 U.S. 497 (1954).”

In Flemming v. Adams, 377 F. 2d 975 (1967) the Court stated at
page Y77:

“The U.S. Constitution does not sccurce to the appellant the
right to an education; rather the Constitution securcs 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.
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I11. The Culturally Deprived Child’s Education is Based on
Wealth Under the Title I Formula. :

Citing Harper v. Virginia State Bd. 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 the basis of certain ‘suspect per-
sonal characteristics.’ ” In Flarper thie high court stated that “lines
drawn on the basis of wealth or property like those of race {citattons
omitted) are traditionally disfavored.” 383 U.S. at 668,

Harper added:

“To introduce wealth or payment of a fee as a measwre of a
voter's ualification is to imroduce 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.” 883 U.S. at 668.

Alttough the Supreme Court has given speciul attention io cases
involving race and weaith, this does not mean that the particular
classification was stricken. It is the effect that the classification has
on the intercst which has determined the Court's treatment. For in-
stance, to classify by wealth tor purposes of voting is unconstitutional.
Havper 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 purpuses of marriage
is unconstitutional, Loving v. Virginia, 385 U.S. 1 (1967); but to do
so for school integration purposes may be valid,

Professor Bernwrd Schwartz in his Constitutional Law, A Text-
book, (1972) discussed unreasonable clissifications stating:

“The most important traits coming within the concept of in-
herently unreasonable classifications are connected with the
Hroad notion of human equality. Whatever clse that notivn
may mean, it includes denial that differences in race or creed,
wealth or status, or sex are legally significant. These differerces
are all constitutionally irrcievant—mere accidents of birth or
condition, which fade into insignificance in the face of our
common humanity. To such diference, the law must remain
blind, not distinguishing o.. the basis of who a person is or
what he is, or what he possesses.

From this point of view, the ‘rst Justice Harlan made his cele-
brated assertation that ‘our constitution is color-blind.’ (dis-
senting in Plessy v. Ferguson, 163 US. 537, 559 s1896)). 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-
ous targeted groups of school children in their respective states receive
under the Title. I formula that will justify unequal treatment of the
admitted disparity. These reasons may be perceived by Congress to
justify the classification by wealth as it did in Fleming v. Nestor, 363
US. 603 (1960). The Court held therein that the plaintift forfeited
his old age benefits under the Social Securitr Act by joining the Com-
munist Party and being deported as a result thereof!

But wnder Title 1, what purpose is being served by the disparity

in the formula? We assume that wealth is a criterion for th~ . ‘tribu-
tion of more money to such states as New York, Illinois, . 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 vural 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 grour 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 Mclnnis v. Shapiro, 293
F.Supp. 327 (N.D.11L. 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 pooter states who enjoy less dollars for education from their
state, t&le 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 obvivusly morc. Educational input as it affects
each ol the school children in Kentucky is less. ‘The formula admits
this, ‘The state of New York has grcater input per school child and
is able to_provide and afford greater cducatimmll 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 tiie 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, Ratlway Express Agency, Inc, v,
New York, 336 U.S. 106, 112 (1949). Therein, fustice fackson 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 lederal courts bave identified the poor as a minority
which is too defenseless 1o be able to enforce adequately its rights,
Rothstein v, Wyman, 303 F. Supp. 339, 347 (S.D.N.Y. 1969), vacated
and remanded, 898 U8, 275 (1970); Hobson v. Hansen, 269 F.Supp.
401, 508 (D.D.C. 1964) aff'd sub nom. Smuck v, Hobson, 408 F.2d 175
(D.C. Sir. 1969). '

2, Whether the very act of classification will deter the excercise
of constitutionally protected rights by denying satisfaction of an im-
portant want to those who have recently exercised one of those rights;
Shapiro v. Thompson, 394 V.S, 618 (196Y). Owr situation applis 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
o, American Guarantee & Liability Ins. Co., 391 US. 73 (1968) (1I.
legitimacy). Race also falls into the category ot 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
down 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. .. Rev. 1, 66-
67 (1970)).

The first unconstitutional classification applies to Title 1 in that
the pe'itically disadvantaged group is composed of poor school chil-
dren. The Title 1 formula refers to this group as “educationally de-
prived school children™ and as this paper points out the school chil-
dren have been the subjcct 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 standling in the same relationship with
government equally. ‘The Court must ¢ ecide whether there is a denial
of due process rights by failure to distribute equal funds to like classes
of children bascd on state wealth. It cannot be denied that special
programs aid for by "l'itle 1 funds benefit recipient school children
i1 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 hird factor, the children in the poor states have
1o control over the distribution of funds under Title 1. They ean-
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not helé) themselves as the plaintilfs could in Dandridge v. Williams,
397 U.S, 471 (1970).
~ Finally, concerning the fourth factor used in identifying a suspect
trait, certainly language in Servano v, Priest, 487 P.2d 1241, at page
1259 (1971) applies:

“[1t ivas 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 minimumn sentence at 12 years.” " (citing
Coons, Clune & Sugarman, 57 Gal. L. Rev. 305 at page 388)

The Title I formula under contest classifics 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 50 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 childven in a targeted popul tion according to the expendi-
tures of their state for education is to make the child’s education a
function of the wealth of the stite. 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 hetween 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 uncqual treatment of equals is therclore cleatly present in
the Downs case, The children are identified by T'itle I criteria as bein
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 amonﬁ all states, as es-
tablished by Congress itselt. However, once the children needing this
special edncational assistance are identified, the Title 1 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 1 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 followe,
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
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the children unequally, but there is a pattern to its inequality, it pro-
vides the rich mote and the poor less.

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

Coons, Clune & 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-
cdren be both safeguarded fromn abuses and given opportunities for
growth into free aud independent well-developed men and citizens.”

Under Title I, 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 problemn was considered in 82 Harv, L. Rev. 1065, 1124 (1969)
“Developments in the Law—Equal Protection (a) Suspect Classifica-
tions'":

“Consequently, when politically disadvantaged minorities are
affected, the legislative judgment should be more critically re-
garded 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
regarcd their intcrest 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 US. 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 nrocesses ordinarily to be relied upon
to l)rotect minorities, at.- which may call for a cortespond-
ingly morc scarching judicial inquiry.” See Hobson v. Hansen,
26%! F. Supp. 401, 507-08 n 198 (D.D.C. 1967), aff’d. sub. nom.
Smuck v. l-}ubson, No. 21, 167 (D.C. Cir. Jan. 21, 1969). In this
sense, thosc 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 disidvaniiged minority. With regard
to the proper scope of judicial review, Eugene Rostow has re-
markecg “I'he 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, G6 Harv. L. Rev. 193, 202 (1952)."
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The above article added that race and lineage are such basic chay-
icteristics “over which an individual has no control and for which
he should receive neither blame nor reward,” supra at page 1127. How-
ever, Plaintills 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 I monies are distributed and they should
not be blamed or disparaged by the Title I formula with respect to
the amounts ullotted 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, 347
US. 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 ({)urpose is served
" in Title I by clasifying 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 govermnent could contend that, unless the case is a com-
panion case in a similar state situation, the due process clause cannot

ssibly a [)ly to the invidious discrimination fostered by the Title 1
ormula. 'F iis 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, 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 a‘lternative to accomplish its legislative or regulatory goals. Gau-
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treaux v. Romney, 448 F.2d 781 (1971); Skinner v. Oklahoma, 316
U.S. 585 (1942); Yick Wo v. Hophins, 118 U.S. 356 (1886); Griffin v.
Hlinois, 851 US. 12 (1956) and Reynolds v. Sims, 377 U.S. 533 (1964).
Certainly here the federal govermment has the very reasonable al-
termative 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 Plaintiffs’ 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 chiklren 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 h- ‘! been adopted by Congress as an exercise of fed-
erfn(ll power. As to tii. 1pplication 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 reasons we have stated in invalidating the Penn-
sylvauia and Connecticut provisions, the District of Columbia
provision is also invalid—the Due Process Clause of the Fifth
Amendinent prohibits Cougress from denying public assistance
to puur persons otherwise eligible solely o1 the gronnd that
they have not been residents of the District of Colimbia for
“one year at the time their applications are filed.” 394 U.S. at
642, .

While the situations aie certainly not identical, the words of the
Supreme Court in Shapiro bear striking application to the Title 1
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 Gaulreaux v. Romney, 448 F.2d
781 (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.
natory huusing program. HUD violated the Fifth Amendment by its
approval and fmuling of segregated GHA housing sites, Although
Gautreaux involves racial segregation. it is nevertheless a clear ex-
ample of the power of tue courts to invoke the Due Process Clause
to prevent discrimination by an agency of the federal government.

The discrimination in the ‘Title I formula bears striking parallel
with the Hobson cases, 269 F.Supp. 101, affirmed, sub nom. Smuck v.
Hobson, 132 US. App. D.C. 372, 403 ¥.2d 175 (196%) en banc; Hob.
son v, Hansen, 827 Fl.)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 ol Washington, D.C,, but assumed the other por-
tions of its «decree 1cquiring desegregation and proscribing trackin
of students would have the secomi’m'y cffect of equalizing the overal‘i
resource allocation among the District’s public schools, The finuncial
equalization of expenditures did not, however, come about automati-
cally. In 1970, the plaintitts in Hobson 11, 327 F.Supp. 844, (1971)
requested a specific remedy to alleviate the disparity in per pupil ex-
rcmlitures which continued to exist. The court found a pattern of
iigher expenditures per pupil among the schools in the more afftuent
sections of the District. In arriving at this finding the court merely
analyzed the expemliture patterns, in much the same pattern as under
Title I, and concluded that:

“. . . these figures make out a compelling prima facic case that
the District of Columbia school system operates discrimina-
torily along racial and socio-economic lines (emphasis adied)

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 achicve-
ment test scores, Hobson v. Hansen, supra, p. 858. The Court in Hob-
son not only invoked due process of the Fifth Amemiment to hokl the
District’s financing system unconstitutional, but it further proposed
remedy which mandated that the school board not deviate more than
five percent from the mean per pupil expenditures for teachers' sala-
ries and benefits. ‘The situation in the District of Columbia is to a

eat extent a microcosm ol the nation as viewed in Downs v. Mar
farml. It should be 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, higr expenditures,
and superior knowledge which is reinforced and increased by the
Title I formula, “I herefore, there is substantial reason to invoke the
“Due Process Clause” of the Fifth Amendment to correct this grave
and invidious discrimination.
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THE GOVERNMENT'S RATIONALE FOR TREATING
EDUCATIONALLY DEPRIVED CHILDREN UNEQUALLY

tn Downs v. Marland, the government advanced three basic rea-
sons in attempting to constitutionally justily the Title 1 formula.

The first and toremost argument is that “it costs more to provide
the sime attention to the deprived child in a high cost of living state
thas 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 Mcln-
nis v. Shapiro, 293 F.Supp. 327, 381 (1968), the federal district court
commented that: “Presumably, students receiving a $1,000 education
are better educated than those acquiring a $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 eflectively 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 cxist 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

ceducation and the quality of its schools, it is assumed that larger
expenditures generally produce better education.” (emphasis
added) Duane J. Mattheis, The Emergency in School Finance,
%'ouncil of Great City Schools, March 15, 1972, Washington,

) ).Coy Po ‘l.

I'he Associate Commissioner’s refutation of government’s cost of
living argument is echoed by a federal district court in Hargrave v.
Kirk. 813 F. Sapp. 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 abstriact 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 liv-
ing rather than in superior c(hlcaltionul programs, This assertion is
contiadictedd by data from the Lunous Coleman  (James S, Cole-
man, et al., Equality of Educational Opportunity, U.S. Government
Printing Office, Washington, D.C.., 1966, pp. 219-220) report. Regard-
in_glthc pupil achievement in the North, West and South. the study
saidl:

“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 und 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 four 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
cight 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 hetween and among metropolitan areas. Coleman's
data, however, would indicate that it is metropolitan arcas which
have the highest pupil achievement. (John E. Coons, William H.
Clune, 111 and Stcpllwn ). Sugarman, Educational Opportunity: A
Workable Constitutional Test for State Financial Structures, Vol. 57
Calif, I.. Rev. 805, April, 1969, p. 810. See also: Bowles and Levin,
The Determinants of Scholastic Achievement—An appraisal of Some
Recent Evidence, 3 J. Human Resources, [1968] have commented:
“Thus far, no oue has coine near demonstrating the actual cost-benefit
relation of educational exPenditures.”

The data today just o not support the cost of living interest ad-
vanced by the government to justity providing more funds to wealthy,
high expenditure states. All evidence, in fact, is to the contrary, where
we find high expenditur:s, 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 dollus do not buy a better education
or that less dollars buy an equivalent education. .

The second argument advanced by the government is that the
Title 1 formula operates as an incentive for states to appropriate
mote state and local resources to public cducation, This assertion
could be true except for two obvious facts to the contrary, the first
of which is the formula itself. Under the formula a :tate can now
reduce its expenditure to nothing and it will still gev the national
average. Incentive is, therefore, obviously not a rational defense be-
cause the formula itself contradicts this purpose. IT 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 1s not fair
to the school child or-the taxpayer.

The second reason that we can safely assume that the basic Title |
formula was not intended to be an incentive grant is that the Con-
gress, in fact, enacted a separate provision in the Title 1 law to pro-
mote incentive. ‘This portion of the Act was Part B—Special 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? Under
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 cffort index not only from expenditures, but also
the personal income of the state. This formula effectively holds wealth
coustant and rewards the state’s true tax effort for education. It does
not simplxrgive 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, 1978, p. 89, See also: Serrano v. Priest, 96
Cal. Rptr. 601, 487 P.2d 1241, 1252 [1971]). To simply give more
money per child to the high expenditure states does not encourage
effort, it simply gives nore moncy 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

oint of view.” At the outset, it should be observed that pragmatism
itself is not nccessarily reasonable nor rational. It is undoubtedly true
that school segregation, Brown v. Board of Education of Topeka, and
nonreapportionment, Baker v. Carr, were politically pragmatic but
“certainly not constitutional. Be that as it may, the government in de-
veloping the “rragnmtisln" argument poses the hypothetical that “If,
for example, the Title 1 grants were awarded on an increasing basis

as the level of state expenditures decreased, the most cconomic and
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cflicient state results would be reached by providing as little as pos.
sible for education, shifting the burden to the Federal Government.”

This example completely misses the mark; the situation drawn
and the conclusion reached are umrclated to the constitutionality of
the issues raised. For instance, the rlaintilfs in Downs v. Marlund
have never contended to assert a right to more money hecause they
attend school in a low expenditure state, It is clear from the purpose
of the Title 1 formula that it was not intended to relieve state and
local taxes, and the plaintiffs in Downs v. Marleiid would certainly
agree that the Title l formula should not be used to this end. They
do not ask that educationally deprived children in poor, low expendli-
ture states be given more money than their counterparts in wealthy,
high expenditure states; they simply plea that educationally deprived
children be treated equally, vegardiess of where they live or the eco-
nomic condition of their state. “T'he Downs children, as equals, seek
only to be treated equally.

FOOTNOTE

1. As out-migrarion of educationally deprived children has ocenrred, some states
have faced the possibility of having an usecall reduction in total ‘Fitle 1 resources.
In 1967 a “Hoor” provision was placed in the ‘Title | law which gnaranteed all
states would receive at least as much as tl\«:{ 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 Fitle I formula, which, also, guaranteed that
“No state shall receive less than the amount expended during the previous year.”
(Public Law 89-697.) .

‘The provision providing a base allocation of at least the 167 amount was
soon out of date and the states with out-migration were unable to change the
basic Title 1 formula. so each year they fought to amend the appropriation bill
with the “fail safe” cluuse. In 1968, the provision was attached which provided
“No state shall receive less than reccived the previous year.” (Public Law 90-132.
In 1969 another tenporary “floor” was attached to the appropriations bill, this
time rroviding that “No state shall receive less than 92 percent of the mioney 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 amendiment gnarvanteed
no state would receive less than in 1968. (Public Law 91-380.) In 1972 4 similar
attempt to amend the appropriations bill was made but was challenged on the
floor on a point-of-order, (Public Law 92-480.) Following this the guarantee was
salvaged by a supplemental appropriation in Public Law 92.148. There are no
“floot” 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 1967 minimum
level of funding for each state.




Recent Court Decisions and School
Capital Outlay

WitLiamM R, WILKERSON AND W. MONFORT BARR
School of Education, Indiana University, Bloomington, Indiana.

“Af we think there are inequities in state systems for funding
current expenditures of pubhc 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 wistom of the ninetcenth century. During the last lali
century a number of decisions have centered aronnd school construe-
tion by state or lacal school building authorities, leasing of facilities,
and leuse purchase. Owr 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 particuiar attention to the implications for capi-
tal outlay financing of recent “landmark” court decisions in Califor-
nia, Mimnesota, 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
camot constitutionally be contingent upon the wealth of the local
school district.!

Shannon has referred to these decisions as the “Western Tide” of
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public school finincing reform. 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 permeated vecent decisions. '

One claratteristic of the recent “Lindmark” court decisions and
other cases awaiting decisions is their preoccupation with current op-
erating costs and their virttal exclusion of consideration of the costs
of other programs and the whole gamut ol costs of school services.

Wise calls attention 10 some ol the exclusions which characterize
financial data presented in recent court decisions. Cutrent expenses
for the operation of the instructionitl progran exclude such items as
lmpil transportation. school lunches, debt sevvice, capital outlay, and
case rental paviients? During 197172 capital outlay and interest
on school debt in the nation’s public schools exceeded $6 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 progiams 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-
visions.

Rossmiller has pointed out that there e be little doubt that the
(quality of buildings and cquipment available to support a child’s
edducation affects the quality of educational opportunity offered to
the child.*

Another series of court decisions has implications for state and
local funding. The desegregation cases, particularly the Richmond,
Virginia, decision which has 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. Mer-
hige, Jr., ordered the merger of the school systems of Richmond, Vir-
winia, and two neighboring counties. An attorney for the defense re-
garded the decision as of major importance, since it offered a way of
rqualizing funds between cities and suburbs.®

‘I'he recent action of the United States Supreme Cowrt in over-
turning the Rodriguez (San Antonio, Texas) decision may at first
glance appear to classify the second generation court decisions as moot.
“I'his is not necessarily true. The inequities which these decisions at-
tacked still remain. State and local finance policy may not be nncon-
stitutional, but it remains inequitable and immoral. Presumably re-
licf must be sought by legislative action and not through juJ'icial
review,

f.ct us now turn our attention to a summary of the incquities of
financing capital outlay and debt service wihin and among the states.
“T'his will be followed by application of the theory developed in recent
court decisious to the state and local funding of school facilities and
equipment and related debt service and/or leaserental obligations.

Table 1 shows that only 25 of the 50 states were allocating state
funds to local districts for cither construction or debt service, Only
three states were sharing per pupil costs for capital outlay at the 50
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TAsLE |
PERCENT OF ST1ATE SURPORT OF CAPITAL OUTLAY, 1968-1969

Pereent
State support® state support
Capital (capital outlay is of

Mate outlay* 2ud debt service)  capital outlay Rank
Hawaii $188.43 S188.43 100.0 |
Kentucky 45.74 4 709 2
Conaecticut 53.78 28.12 523 3
Verinont 10245 49.60 48.4 4
Delarvare 28291 136.35 48.2 5
Indiana 86.96 41.42 47.6 6
Florida 97.08 4.45 458 7
Georgia 63.35 27.93 441 8
New York 144.15 59.46 4]1.2 9
South Carolina 279 2.16 37.3 10
Pennsylvania 67.54 23.14 34.3 11
Massachusetts 71.15 22.79 320 12
Maryland®® 218.29 64.38 - 295 13
Mississippi 57.12 12.18 21.3 14
New Hainpshire 104.53 21.35 204 - 15
‘Tennessee 61.91 1243 20.1 16
New llemey 122,04 21.80 179 17
Washington 105.60 17.15 16.3 18
Maine 11398 18.12 16.0 19
Rhode Island 164.20 25.91 158 20
North Carolina 53.96 7.60 14.1 21
Utah 127.93 14.89 11.6 22
Alaska 286.14 13.87 8.3 23
Alabama 46.98 249 ?.3 54

8 5

Missouri - 109.58 2,02

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

*Amount per pupil.

**Maryland initiated full state funding of capital outlay in 1971,

Other states reported no grants for capital otitlay or debt service.

pereent level or better; nine of the 25 states were granting less than
2h percent of capital outlay costs.

Capital outlay and debt servicc requitements 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-
tion of both local fiscal capacity and local tax burden.

» Yy
“ W7
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ANALYSIS OF REPRESENTATIVE
EXISTING STATE PROGRAMS

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

1. Total state support.

2. Construction grants based upon a fixed or variable percentage
of approved project cost.

8. Construction or debt scrvice grants 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. Delawarce's program for financing school construction
was analyzed recently in an NEFP study.® Delaware has, for several
years, granted 60 percent of approved project costs to local districts,
vt the local snare obtained from bond issues. Even with relatively
heavy state support, the following key findings point om 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 lor all districts valued
at 100, leeway runge, expressed as an index namber, ranged from a low
of 12 to a high of 206. Expressed in dollars, the range was $101 to
$1,785 per pupil.

2. The range of debt service tax rates was from 6¢ to 4f 9¢ per
$100 of tall valaation. ,

3. As might be expected, rich districts typically had high bonded
debt per pupil, relatively low debt service tax rates, and high debt
leeway. T'he reversc 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,

Kentacky. The Kentucky program provides for allotment of $1,300
per classioom unit as ’part of the Foundation Program. Local districts
may usc these funds for construction or debt service, and in certain
cases, for current operation s)urlmses. Local districts may also estab-
lish a special voted building levy, and may allocate current operation
funds fur construction.
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Two recent studics of the Kentucky program provided the follow-
ing findings:?. #

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

2. Some districts, particularly those with rapid increases in enrofi-
ment, have little means to finance needed projects even with heavy
local cftort. :

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
fum}‘ primarily by districts who ﬂid not have immediate building
needs.

5. The state was assaming 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 S1.384 per pupil.

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

Indiana. Flat grants of S10 per pupil are aliocated to each Indiana
school district, with proceeds to be used for debt service. Excess funds
not needed for debt service may be msed 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 42¢, and for the
poorest districts was $1.13 per S100 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 vates, 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 77¢.

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

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

2. Local tax ellort for facilities ranged trom zero to $3.86 per $100.

Nlinois and lowa. Local school districts in Illinois cary virtually
the entire burden of school construction financing, since grants are
made only for special education facilities. Districts which have ex-
hansted their bonding power can obtain loans from the state.

Battin'® observed, after studying a sample of 184 Illinois districts,
that median per pupil expenditure for debt service was $42.14 with
a range of zero to $223.21.
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White'! studied school construction financing in lowa, where local
property taxation furnishes all tunds for capital outlay and debt serv-
ice. lowa, in addition to restricting peveentage of debt in relation to
assessed valuation, also limits the funding ot debt sevvice, Among his
lindings were:

I. Seventeen of the 4538 school districts had no debt service, The
highest per pupil expenditure was $154.39, while the median was
$50,47. 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 cffort.

Summary. ‘I'his 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 f 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 reside—a principle which the United States S:tpreme
Cowrt 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 facilitics, debt service, or lease-rental payments,
Plainiffs’ contentions were confined to consideration of funding cur-
rent operating expenses of public schools.

California. Let us consicder the Baldwin Park Unified School Dis-
trict and the Gorman Elementary District in Los Angeles Gounty,
California. The local property tax base in 19681969 was $147,902
per pupil in average ¢ aily attendance in Gorman District and was
$3,706 in Baldwin Park, a ratio of 40 to 1. The basic state aid and
equalization aid to California school districts iy 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 distvicts such as Baldwin Park. However, there is
no way that inequities in the quality of facilities as well a of programs
can be avoided, nsing conventional California financiag,

Texas. The seven San Antonio school districts, in Bexar County,
"Fexas, 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
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equities. The range among all school districts in "Texas was from
$71,811 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 state-local 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 cqualizing to a federal surtax.

3. State bonding might supplant local bonding.

4. Reorganization of local school districts will undoubtedly result.

3. lLocal 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 Poimed out some of the complications which
may affect full state tunding of school facilities.'? The measurement
of need may include depreciation, approved project cost, or deht
service.

1. Need varies among districts.

2. Need does not occur in regularly predictable patterns.
8. 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
lans, or authority financing. Other states have simply depended on

ocal 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
5286 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 Fducational Finance Project
suggested eight models for financing capital outlay. Program No. 5 was
entitled State and/or Federal Assumption of School Building Costs,1?
A possible adaptation of this model would be the inclusion of cxist.
ing debt servicc as well as of construction costs.
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Suggested operating procedures of the above full state funding
model included:

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

9. 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 tocal districts tor site purchase and architectural and engincer-
ing fees.

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

5. The local school district would be responsible for the construce
tion program. ,

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

7. ‘The local district would be vesponsible 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 nceded projects at logical attendance centers would be
funded.

92, Full state funding would meet the requirements of equitable
financing.

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

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

Among the negative features would be:

1. Local decision-making might be eroded.

2. Local lceway for innovative features could be curtailed.

3. The state budget would bear 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
of funds?'* Among those readily apparent are:

1. A state-wide property tax.

2, State bond issues—general obligation or revenue.
3. Allocations from the general fund.

4. Earnings on investment of state funds,
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5. Increased rates on existing state taxes.
6. New state taxes.
7. Federal fands.

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
sume situation occurred in Hawaii where “equal dollars-equal schol-
ars” was not the rule,

Even with their emphasis on equity the recent vourt 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 o pro%rams and expendi-
ture per 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 s:hools. 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

Arrorp R, “SKip" CAREY, [R.
Exceutive Divector, Marylind Public School Constenction Pogram,

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 1, 1967, State aid for assisting the Maryland local
sub-divisions with schoolhousing consisted of the State nying §70
pei wew pupil in the system and $22 per continuing pulf)ill to the ex-
tent 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 carrent expense operations of public schools, but at
wit 8095 level. The formula for this aid was relatively easy to use but
difficult to explain; nevertheless, 1 shall try a capsule summary.

Each construction project was sized according to the number of
prupils it housed. The amount of the construction costs to be shared
by the State was then determined as the product of “pupils housed™
and $1500 discounted by 200, T'he $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 reccived less than 859 of the cal-

culated amount per construction project, and some of the less wealthy
countics received as much as 709, State aid. I thiuk it is worthy to note
that the State of Maryland did not shave at all in those costs of con-
struction which excecded $1500 per “pupil housed.”

5




146 School Finance in Transition

In addition to sharing in the costs of construction, the State also
shared in 809, 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 mnount 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<clay construction costs. During 1970, a commission appointed
by Governor Mandel, under the Chaivmanship 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 recommended 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-
tionul 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
wonths of the program. This legislation increased State aid from a
program of sharing in 809, in the first $1500 per pupil of the costs
of construction to i 1009 share of all construction costs, as well as,
1009, of the costs of retiring outstanding bonded indebtedness exist-
ing on ]ul{ 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 Statc bond authorization of 150
million dollars was a standard State bond bill, with the required pro-
vision for a State real cstate 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 includin
construction. In effect, the new legislation said that the State Boar
of Public Works rather than the State Board of Education would es-
tablish the rules and regulations for schoolliouse construction; and
if there were any conflict with existing legislation, the action of the
State Board of Public Works would )revaili.

To implement Chapters 624 and 625 of the Acts of 1971, Governor
Mandel appointed a comnmittee of 15, chaired by Lieutenant Governor
Blair Lce, to recommend rules and regulations. The rules and regula.
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tions adopted by the Board of Public Works on June 29, 1971 were
substantially those recommended by 1ieutenant Governor Lee's Com-
mittee.

The rules were as follows:

1. Establish an intcragency committee to administer the program,
said committee consisting of the State Superintendent of Schools as
Chairmun and the Secrctaries 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 cligible expenditures as:

a) construction costs of instructional, administrative, and auxil-
iary support buildings,
b) purchase or leasc of facilities, including transportable build-
ings, when such is necessary to meet short-term needs,
€) costs of renovation or remodeling of existing school buildings
when deemed by the Interagency Committee to be other than
mere maintenance or repair,
d) architectural and engineering fees to the extent of the State
Fee Scheclule,
¢) costs of capital equipment and furnishings necessary in plac-
ing a building in operation (with the Interagency Committee
to determinc those items eligible for purchasing from bond
monies),
f) costs of on-site development,
g) costs of physical education facilities with a 14 limitation of
State assistance for the construction of swimmin pools,
4. Define as ineligible expenditures those operational costs of:

a) program development or inspection of construction projects,
b) purchase of site,
2 offsite development,

) remodeling of stadiums, and lighting systems for outdoor
athletic fields,
e) fine art embellishment,
f) exclusively non-cducational 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 i monthly advance of funds based upon a prior
approved schedule of payments,

9. Authorize the Department of General Services to contrict with
the locul educational agencies for assistance in carrying out a school
capitai 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 mects 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 recommende 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 H)rogram—670 million in three years with a
projection of almost a billion doltars 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 respousible 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 agency—the Interagency
Committee—is responsible for review and approval of all steps in the
construction process of a facility.

The agency is stafted with 32 people~most of them professionals
architects, educational cousultants 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 Scction is primarily respousible for development
of educational specifications, the architectural program and the con-
cepts leading up to and including the schematic design of the project.
Much of this development work is done in the field in conjunction
with the local educational planning staft.

9, The Planning Scction is primarily respousible for the develop-
ment and up-dating of the master plans for education of each su
division, the annual and five year capital improvement programs, the
verification for the location and siting of schools and other demo-
graphic data.
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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 Execntive Director include direction of
the entire stalt 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 :m{ administrative bills relating
to school coustruction 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 Epb Doern

Educatiomal relations director of Americans United for Scparmtion of Church
and Siate and managing cditor of Church {r State 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 b .ain,
France, Belgium, the Netherlands, and other countries, ge.. r.ting a
great deal of emotional heat, interfering with educational progress,
and causing bitter social divisions.

In the last doven 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 cach instance despite the fact that in each the
parochiaid lobby ontspent the anti-parochiaid 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 secomlar?' schools, 89.79;
attended public schools and 10.8%; attended nonpublic schools, with
82.8¢; of the latter attending Roman Catholic schools.")

As spring arrived in 1973 parochiaid battles weie occurring in the
Hawaii, Kentuck{&, 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 proposul. 11 R49, to provide am])rm'i-
mately $1 bitlion mmually to nonpublic schools through the device
of federal income tax aedits to reinbrse pavents for nonpublic school
tuition. The anrent proposal would reimburse parents for 504, of
tuition up to a maximum credit per student per year o $200. The
President has supported this proposal vocally ad frequently. and
the powerful lobks working for passage of the plan claims that it
has enough votes to get it through the House,

The whole (uestion may be vendered academic, however, by the
United States Supreme Court, which appears to be an immovable
Block in the path of the advacaics of mb‘ic aid for nonpublic schools.
s 1971, in Lemon v, Kurtzman (103 ULS, 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, Essex (93 S.Ct. 61), the Court found the tuition
reimbursement plan unconstitutional. Meanwhile, a threejudge fed-
eral district comrt in Veumnont acted in 1972, in Americans United v.
Oakey (No. 6393, 40 US.L.W. 2597, D, V), to strike down a state
. law providing for the “ler. iing™ at public expense ol teachers, books,
and othet services tn nonpublic schools. This ruling was not appealed.
The Supreme Coart also ruled in 1972, in Brusce ». Missourt, that a
state’s reiusal to provide aid to nonpublic schools does not violate
the parents’ free exercise of religion or deny them due process or equal
protectivu of law.,

With most major parochiaid plaus shot down by the courts, the
pavochiaid advocates seem to view the tax credit tuition reimburse-
ment method as their last and best hope. This plan, however, is at
this moment hefore the Supreme Court on appeals from three-jucge
fecleral district court rulings in Ohio and New York. The Ohio court
found the plan to be unconstitu-ional in 1972 in Kosydar v. Wolman,
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 summr. .

If the *.x credit tuition reimbursement plan is struck down, the
parochiaid lobby may attempt to seek an amerid aent to the United
States Constitution to allow such aid. Alternatively, it may fail back
on “shared time” or “reverse shaved time” plans. These involve hav-
ing public schools take over part ot the nonpublic school teaching
load, either by bringing nonpublic students iy the Public schools
for part of the day or by sending public school p. sonnel 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, : .id
by the American Civil Liberties Union in Oregon.

W 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 :levices for providing state funding for

Pl and
JRL W




Public Funds and Nonpublic Schools 153

private schools. These plans were all quashed because they involved
fovermmnent 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 religions schools which enroll over 909, 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 rotential for political division along religious
lines, and of the limited and sectarian nature of the class of benefi-
ciaries of the legislation (Wolman).

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 '.mblic 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 ad will be pro-
vided. If some aid is provided the nonpublic school lobby will surely
exert tremendous pressure for greater and {.{renter sulpport, movin
toward parity of public support with the public schools. The experi-
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 sensc because nonpublic schools can be o(l)‘
erated more cheaply than public schools. While secular private schools
generally cost more to operate than public schools, it is true that in
actual dollars paid out, denominational schools up to the present time
have generally ol!)emte(l 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 sniall enrollments, mix several grade levels together in
one room. Church-related schools pay teachers lower salaries than
thuse 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
unfav rably on the “tax credit” option,
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subsistence wages, and these underpaid people, while their numbers
are dwindling, still acconnt for about half ot Catholic school teaching
personnel. Nonpublic schools are generally academicnll¥ 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, vemedial, driver education, physical
edncation, gnidance, and other enrichment offevings. No wonder pa-
rochial schools claim they are cheaper to operatel

But it nonpublic schools upgra(f::elheir programs, services, salaries,
and teachar-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 obvions 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 reqjuire more expensive and exiensive 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 Iucky if we can keep
the cost under $1,000 for an elementary school student and $2,000 for
a high school student,"?

The average public school per pupil cost for 1972-73 is $1,034 for
Bupils in Average Daily Attendance, or $966 J)er pupil in Average

aily Membership.? If the tax credit parochiaid scheme is upheld by
the courts and passed into law by Congress and state legislatures—as
credits against federal and state inicome taxes, not to mention credits
against property and sales taxes, as in the Ohio program struck down
in Kosydar—it 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 schiools. This sum would be available
for nonpnblic 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 cause 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 1 margin of 599, to 879, showed also that, if non

~public schools were free, 409, of parents nationally and 599, of par-
ents in metropolitan areas would prefer to place their children in
parochial or private schools.* Thus, not only could 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 {)uhlic treasury inthe Neth-
erlands was opened to the parochial schools 50 years ago.

Parochiaid, then, could rather quickly cost Americans billions
of dollars annually and destroy onr public schools. But the financial
and social costs of parochiaid would be even higher. Splintering and
halkanizing 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 1009, denominational homogeneity
of faculties and student bodies, (Catholic schools are 97.8%, Catholic
in enrollment®; Protestant and Jewish schools are similarly homoge-
neous? it should be obvious that tax support for nonpublic education
would deprive increasing numbers ot students of the healthy plural-
ism, diversity, and religious neutrality of our public schools.

In addition, nonpublic school aid would sugject 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 Yarochiaid plan would aid only those non-
Eublic schools serving families above a certain poverty level. It would

e of no benefit to nonpublic schools scrving the poorest families in
our society. This plan would cause worse class cleaviges 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 Frobabl continue
their slow and gradual decline until they reach a lower plateau. Ac-
cording to the (gotre Dame study done for President Nixon’s Com-
mission on School Finance, total nonpublic enrollment is expected to
decline approximately 469, hetween 1970 and 1980.% ‘This decline will
involve a Catholic school enrollment drop of about 529, 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 1968,
should produce no burdensome costs, however. Birth rates have
dropped so sharlply 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 population” was
born, 1954.66, births averaged 4.13 million per year. But from 1966
to 1972 the average number of births per rear fell to 3.6 million per
year” (The Catholic birth rate, incidentally, is falling more rapidly
than that of the general population, duc to a widespread but belated
acceptunce of birth control.) According to the latest N.E.A. figures,
the total school age population slid from 52,5 million in July 1970
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to 51.78 million in July 1972, a decline of 718,000 children or 149"
And while students were shifting from nonpublic and public schools
from 197172 to 197278, total public school enrollment fell from 45,
887,695 to 45,821,743, a drop of 65,952, According to Martin A, Lar-
son's 1972 study When Parochial Schools Glose, total school enroll-
ment, public and nonpublic, in 1979 should be less than 47 million.*
‘I'hus all expected shifts of students from nonpublic to public schools
should be rather casily accommodated in our public schools, with yoom
to spare.

‘T'he percentage of students in nonpublic schools varies, of course,
from state to state and within states. New York, with 17.79% of its
students in nonpublic schools, would seem to be the state with the
biggest adjustments to nake. Yet Governor Rockeleller's Fleischmann
Commission reported in 1972 that it would be $115 million cheaper
for New York State to absorb puarochial 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 scems 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.

"T'he social effects of the expected shift of students from nonpublic
to public schools should generally be beneficial. Interfaith, intrafaith,
.-mA community tensions and conflicts over parochiaid proposals and
legislation should diminish. Communities should pull more closely
together, Interfaith and interracial contacts among children should
increase. Tnereasing the percentage of a commusity's children in pub-
lic schools should increase parental pressure for educational reforn
and for more adequate .fum&ing for pubtic schools. School hond and
millage referenda should pass more casily, Pavents of former non-
public school children will be relieved of the burden of tuition pay-
ments. Churches abandoning parochial schools will realize savings
which can be applied to religious education and other church endeay-
ors. Qualified former nonpublic teachers can be hired by public
schools, while suitable nonpublic school buildings can be purchased
by public school districts, Shifts'ol children into public schools should
make education more efficient and reduce the expenses of school trins.
portation, since abont half of the states provide some form of tax-paid
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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 OEO 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. Conso?idalions 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.

n summiary, 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. Rodrigues

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
ﬁerhaps never belore, expressed an ideal which lies at our nation's

eart. That every child should have a fair opportunity to rise above
his humble origins and claim the rewards that his efforts and abilities
«deserve is the essence of the American tradition. It iz perhaps our
highest expression of the }]udeo-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 acism
of our adversaries, and gained heart that we might, collectively as 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 arcordance 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 uusound.

As a proposition of federal law, the right to equal cducational 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 assm'in{,r 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 legislatuces 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 vilalit{ 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 {luslicc 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 mmed 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 o,)porllmily. where the state has under-
taken to provide it, is a right which must be made available to all on
equal terms.” The Chicf 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 systenn as the linchpin of
the caste system, which the Fowrteenth Amendment was intended to
dissolve, and which postwar Awmerica 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-
dicting 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 scemed w0 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
day, at the side ol the garbage workers, bove 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:
canos, Indians, Appalachians, and the urban poor.

_ The equal protection clause developed with the social movement

and the mid-sixties 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, produces 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 secking to compel the states to pro-
vide u(lldilional funds for the education of poor c’nil(lren who were ad-
versely affected by the inereasingly common problem of school failure,
which was and is plaguing the urban schoolls. ‘L'he 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 plaintifls’ needs for additional money. The Warren Court
stunmarily affirme :

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. 'I’he{ succeeded by expressing a negative principle
or a prohibition, which might be expected to permit the courts to
apply the egalitarian.criterion of the Fourteenth Amendment without
appraising the sufficiency of any appropriation. The states might, ac
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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 be uo doubt of the great chiwvm 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.
niarkable 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 hierarehy, and taxpayer organizations
were all enthused. Liberal civil rights adherents rejoiced at the ap-
»arent 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 decided the Rodriguez case, and a
state trial court in New Jersey. And, most re-ently, 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
summarizecd. As presented by Professor Coons and Kis 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
propriety 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 (’ucstion 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, depencled 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 hoth 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 be striking at the foundations of the whole
of local government. They feared to be asked whether their analysis
of equal protection would require that all services now provided by
local government be cqualized statewide. The Supreme Court had
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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.
Seconle. 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 discrimnination, 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 thau wealthier ones,
because the latter were hetter 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 plaintiﬁs,i{ustices Marshall and Douglas agreed that the plaintiffs
asserted a fundamental interest in their right to an 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
tormulation of the strict scrutiny test, the State of ‘Texas concedea 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 l]ustices. 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 hetween the obligation of the state to provide
an education and the right of local communities to spend their ewn
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 lallerd_]uslisccs
declared that the Texas contention was bogus, being belied by the
lick of actual control exercised by local school boards in that state.
But Justice White did emphasize that T'exas 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. l]uslice 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 day in the sun, regardless of the political composition
of the courts to which it is proposed. Indeed, 1 am doubtful that the
efforts to judicialize the state systems of school finance will be re-
warded with inany 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;

(8) the primary beneficiarics may be teachers and other school em-
ployees; )

(4) the sccondary 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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fisc, very probably requiring the diversion of public monies from other
important and desirable services;

(6) its application might eliminate the last vestiges of effective
local control of edncational 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, ave
identified in the Court's opinion in Rodriguez, which was prepared
by Justice Powell. It scems likely that each of them influenced the
decision in sume measure. As these considerations become more widely
understood. the no-wealth princirle scems likely to lose suppurt, be-
cause the consequences described are cause for concern to all of us
without regard to party aftiliation. And these consequences are hecom.
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 are visible in the New York Fleischman
Ciommission Report. Some are visible in the eveuis occurring in Cali-
fornia, Michigan, and elsewhere. _

The first, and perhaps the most important, fact that is becoming
increasingly apparent is that the childien who are served by puor
school districts are iiot 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.
If, 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 veversed, the
second richest grour having the next to lowest median incsmc level.
More detailed studies of Connecticut and Kansas districts tend to
indicate an inverse correlation between individual poverty and the
wealth of the taxing diswict. The Yale Law Journal has 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 Conumittee identified five urban districts as the scene
of much of the school failure problem in California. None of the five
wonld have been helped by a significant increase in funds available
for general use by cither of the plans proposed by the Committee Re-
port. And one, San Francisco, would undergo a substantial depriva-
tion: it funds available for unrestricted use would, under cither
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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 u 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 rrmciple 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, whe:. 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 additicaal 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 hecoming 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 tollars be
treated as equal, it would create momentum for such an assumption.
Thirdly, it is true within metropolitan areas that the residents ot 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. T'o 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 inclustrial land users.

‘The plaintiffs contrived to overcome this weakness in their case
by emphasizing that there are at least some poor, indeed indigent, chil-
dren among the groups which are disadvantaged by the uneven dis-
tribution of schooﬁ money. There must, indeed, he 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 vather 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 (loini; 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 tnany who can
make similar claims. A second reason is that it is wholly unmanage-
able for the Court to attempt to require the stites to correct every
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situation in 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 be to decree nirvana. As Justice Stewart, in his special con
curence, notes: “There is hardly a law on thc hooks that dees not
affect some people differently from others.” And it is i3 very nature
of individual wealth that it empowers the possessor @, sain access to
some scrvices, including those provided by government, and to avoid
or pear easily some burdens imposed by govcrry ents. Most of the
criminal law, and most of the private law, incvitably falls harder on
the less weaithy. Oue recalls Anatole France's epigram about the law,
in jts 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 th-t they as a group were harmed
by the badge of inferiority which was placed on them by their segre-
gated schools. As _luslice Powell procliimed, “T'he system of alleged
discrimination and the class it defines have none ot the traditional
indicia of suspectness: the class is not saddled with such disabilities,
or subjected to such a history of purpuseful unequal treatment, or
relegated to such a paesition 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 c. poor districts from the application of the no-wealth principle
seem likely to be marginal. It will be recalled that the plaintiil’s analy-
sis depended, 1 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-
scrining 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, onc
which the state, at least, described as “adequate”; what the plain.
tifls sought was a more expensive education. Jt 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 demotstrated to be defi-
cient. In Rodriguez, there is no s‘peciﬁc grievance about the educd-
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
surrounching the Coleman Report of 1966 on the relation between
quality and cost of cducation. Professor Coons and his associates dis-
missed that controversy by asserting that, whatever the relation, the
pwor 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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laintiffs interest ought not be accorded “extraordinary protection
yom the majoritarian’ political process” if it is not fundamental, and
fundamental implies, at least. that the interest . substantial. One
recalls the words of Chicl Justice Warren in Bruwn as he cx&n'cssc(l
concern that the cliildren would be aflected in heart and mind “in a
way 1 nlikely ever to be undone.” Are the Rodrigr.z plaintifts plausi-
bly so harmed?

The assumption jmplicit in the Coons analysis is that school spend-
ing is an investment in youth which results in increased productivity;
to invest wer fn some children than others thus produces greater
lifetime e ning> for the advantaged group. The Coleman Report
doss not, a- sote people opposed to school spending have suggested,
prove that schuls cannot so invest to increase productivity if that
were their operative goal. But, it does tend to confirm, despite its meth-
odological limit: fons, arr obvious fact which we may have concealed
from ourselves Ly the excesses of rhetoric in school millage clections.
“This is that schools but varely try to spend money in a manner that
affects the acquisition of basic cognitive skills or other characteristics
which might affect the long-term productivity of youth. And there is
i very good reason why this is so. 1t is not beciuse 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 w 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 noney 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 advimtage of attending a wealthier school is thae 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,
and that there will be a somewhat broader program in such areas as
art, music, and athletics, Gommon 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 adnlt 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 erely because they lack durable significance. Like expenditures
on | Hlic parks or muscums or concerts, they enrich the lives of citi-
sens more than comparable private expenditures on liquor, gasoline,
or cosmetics. But we would not, for example, regard acce:s to a public
wolf course as a fundamental interest, and there is no reason to chinge
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that assessment hecanse the golf course is operated by a school district
rather than a city, ‘T'o focus more directly on the argument which
wits entbraced by Justice Mavshall in his dissent, it is very hard to
accept his assertion that children are disadvantaged in theiv ability
to excrcise their constitutional political rights and their vight to free
expression because they attend school in larger classes in a school
which has o orchestra, and is stalted by teachers with fewer graduate
degrees,

Unfortunately, Justice Powell was moved to go beyond the re-
quirements ol the case to declare flatly that education is not a funda.
mental interest. Takiug a bow in the direction of the popular notion
of strict coustruction, he emphasized that education was not a right
identificd in the federal constitution. On this basis, he distinguished
the right to an educatfon from the right to counsel in criminal pro-
ceedings or the right to vote or the right to travel. In fuct, as Justice
Marshall forcefully demonstrates, the Federal Constitution is none too
explicit about some of the other iuterests which have been treated as
fundamental by the Court. One might also question whether a strict
constructionist ought not be satisfied to find the right to an education
in the state constitutions inasiuch as the equal protection clause is
addressed only to the manner in which the state classifies rights which
it creates. In fact, as l])usticc Marshall again points out, almost every
state constitution establishes the right to an education. It was this ex-
cess assertiou 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 tc an education is totally
abridged. Such abridgements have occurred irr some southern coun.
ties and may occur more frequently in some northera 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 niore flexible test than the Warren
Court’s strict scrutiny test; such an approach would be consistent
withfthtlr recent obscrviations and argument of Professor Gunther of
Stanford.

The third problem which I identified is but a corollary of the

second; yet, it scems 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, ‘T'his fact has little legal significance
unless it can he said to rationalize the inaction of the Texus 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 tokl that theve 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 be leftovers for the sparrows,
As the biggest beneficiaries of health insurance are doctots, 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. But it is far from clear that a program which
would equalize the wages and working conditions of teachers has
anything to do with the aims and values of the Fourteenth Amend-
ment. _

It is uscful to vecall 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 Irom taxes imposed on taxpayers
who are less fortunate than teachers, it tends toward the opposite ef-
fect. Morcover, it seems likely, although not inevitable, that compli
ance with the no-wealth principle would tend to raise rural teaching
salaries in relation to urban salaries. If so, this would encourage an
outmigration of teachers which is hardly welcome, and hardly con-
sistent with the substance of the vight to equal cducational opportu.
nity,

The fourti: problem with the non-wealth principle is also pri-
marily a practical, political one, with a legul significance limited to
providing a just reason for legislative inaction. 1t is that the secondary
consequences of adjustinents’ in local tax levels arc not necessarily
desirable. Therve 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 tax levels are at
least partly capitalized in the values of lund, 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 arc 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 conscquences conld be ac-
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 {n-o serty; the other called for about
a 709 increase. It seemns unlikely that the voters of San Francisco
would opt Tor such precipitous increases. To the extent that they did
s0, 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 he the
winners or losers in such transfers of capital, it seems clear that the
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consequences have no positive 1elation with the aims and values of
the Fourteenth Amendment.

A filth 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 substaritial new sources of public revenue for edu-
cation. Indecd, 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 « cliverance from its burdens.

‘The conventional wisdom is that the property tax is regressive.
Indeed, the champion of the conventional wisJ:)m. 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 wEich 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 can be remedied, as the California report clearly
demoustrates. It is old and we are used to it. And there is reason to
‘believe that the primary bearers of the tax on rental property are
landlords, not tenints, so it may not be so regressive. For these reasons,
the property tax will surely survive, cven 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 likel?' 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 foundl. The California Committee thought that it had developed
a workable scheme that could be implemented for under a billion
dollars of ncw school money. They di({ not say where that money was
to come from; six months, they said, was not loug enough to solve
that problem. '

In arpraising 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 cven if it came from a private donation to the state, there
would be the question of whether implementation of the no-wealth

rrinciple would be the best use of the available funds, Those who -
1

ave never participated in the budgeting process are prone to assume
that public budgets are infinitely elastic. 1f 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 funcs,
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there are always worthy competing uses to be considered, If the state
of California had a billion (Hollnrs to spend for the purpose of pro-
moting 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 nceds, 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 propuses to devote a half billion to categorical
aid for (Iisadv:mmge(e 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-
[)ensatory program, it would be more desirable to apply the half bil-
ion on to} “f the existing financial scheme without the other accom-
modations which seem to be required by the Serrano-decision.

A lost horizon in the no-wealth discussion has been the historic
function of local school boards. Their )rimzu'r o+ ion has been to
raise money for public use by persuading fell - .izens to forego
cosmetics or liquor in favor of spending on chudien, 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 privile@?e(l to share the pleasures of
their wealthier neighbors on an equal basis. Thus, within local com-
munitics, the system has been « source of social e¢quality. Consump-
tion items like golf and music have heen socialized. If school spend-
ing is to be standardized, this source of public revenue is eliminated,
and 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-

ram, providing instrumental instruction to all children beginnin
in the elementary grades, and producing school orchestras and chora
groups sccond to none anywhere. This investrient of funds has been
the result of long-term cfforts by \)crhups 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. ‘T'o be sure, this social benefit weighs lightly aguinst the
great social needs of our time. 15+ one would choose to spend money
on such a program as an alternative to mass transit. But as long . it
is the rich people of Ann Arbor (rich cultnrally, 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 will 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 ruhlic 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 reliunce on the locat property tax, sufficient
to withstand Justice White's inspection, assuming the foundation
grant provided by the state can be 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 justity its program as a rational accommodation to the need
for local control, that Justice White expressed the view that there
wits no reasonable relation between that policy ind 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. Fxperience 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 Yule has pointed out, this
tendency is tikely to be powertully activated br the probable develop-
ment of state wide collective bargaining. If the state is the primar
source of funds, the economic pressure must be applicd 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 con.
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trolled in significant measure at the local level.

The forccasts are 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 advocites full state funding as 4 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
claborates, for hundreds of piges, new standards to be imposed on
local schools, including some requiring greater community control.

Concern for local cducational 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. Morcover, 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 whevever 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 laboring 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 13 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 weiglied in decisions
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made in larger units of government. There ave several apparent causes
for this phenomenon. One is that smaller groups tend to procduce more
stable political organizations which are less depenclent 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 bhoard 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 uc-
casional external prodding, it is very doubtful that low-visibility, part-
time politicians provide any such constructive stimulation. If local
schoof 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
ogportunity, how should it be spent? Reasonable minds may differ
a

out 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

liticians may provide a kind of equality for them and for teachers,

ut 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 nceded. Generalized revenuesharing, with
less rigorous federal control, is not responsive to the needs of disad-
vantaged children. Those whose primary commitm:nt 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.
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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 DBrittany, 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 symbols of class distinction, was a major program of
compensatory education which worked. It worked becanse 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 [)rivate schools if they can. It is perhaps not an unrelated
tact that public education in such countries gets little support from
the intellectual and economic elite and is endemically underfinanced,

The seventh and final difficulty 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 [l)crceive(l to be the constitutional require-
ments of equality, One need not suppose that the Texas legislature
would dely the federal court in order to consider the possibility that
legislation might not he forthcoming: legislation does require con-
sensus and it is ensilr imaginable that none would form, In the event
that the legistature 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 clsewhere, 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 respousibility 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 arc the best examples. But the alternatives of at-large clections
or provisional court-drawn districts were far less harmful as ultimate
judicial responses if the legislature should fail to act. Judicialization
of the public fisc poses a remediation problem of a different order of
magnitude than reapportionment beciuse 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
eftective 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 legistature such as the one the trial court in Rodrigues 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
approich is that it might have helped them to maintain cye contact
with the historic Fourteenth Amendiment 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 cffect
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 be more attuned, in its practical results, to the aims and values
of the Fourteenth Amendment than fuller implementation of the no-
wealth principle in @ manner involving all the schools in a state. Un-
fortunately, the more constrictive 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
dapparent success, But there may be reason to hope that the Su[l)reme
Court of Michigan will use such a remedy if the Michigan legislature
does not respond to its initial prockumations declaring the existing
scheme unlawiul. Perhaps such a remedy might have commended it.
self to Justice White if he 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 subsi([_c. Practical men, alert to all the social,
cconomic, and political consequences, will join in the Court’s ap-
praisal that the cost is too high, if all that we accomplish is an cthical
gesture,
~ For the time being, thercfore, the problem of equity in school fi-
nance remains a legislative problem. 1t is well that this is so, 1 think.
because the problem is so complex, so polycentric, that almost any
judicial intervention promises to be counter praductive, Courts must
act on l)rinciples; principles are realistic only if they are addressed
to simpler problems than those of school finance; only those hiwving
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no such commitinents to clear reason, can accommodate all the con-
flicting vaiues 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 remecdy manageable,
they may well prevail. All that 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 scrvices. 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 hehalf of children who are neither black nor poor,
the very right which he won so hard as the acvocate 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 scem 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.”
—]ustice Powell in San Antonio Independent School
District, et al. v. Rodriguez, et al.

APRES RODRIGUEZ .

In the short time that has elapsed since the announcement of the
Rodriguez decision a heavy glonm 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 indicateg 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 f:ﬁ-reater uniformity of op-
portunity. These matters merit the continued attention of the scholars
who already have contributed much by their challenges.”* While the
court was thus inviting the academic community to continue the in-
vestigation of fiscal systews 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-
nakers and from the democratic pressures of those who elect them,"?
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 fiud 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 constitutious.* The ouicome
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 those modeled after the Northwest Ordinance, will ofter
more possibilities for litigation than constitutions which have been
more recently revised, or in the case of 1llinois, completely rewritten,
A great deal will also rest on the “strict constructionist” versus “broid
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 eightcen months. 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 Conunittee 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 ap{mrem that
the number of scrious fiscal proposals before siate legislatures can
now be counted in the hundreds. Even those of us who have been
active in this ficld for some time find it quite difficult to keep posted
on all the proposals being put forward by respousible groups and
individuals. We do, indeed, need time to step back and observe the
forest instead of being lost in the trecs. Such is the purpose of this
paper, to cousider again the ancient problems of equity in school fi-
nance and then to anatyze briefly the strengths and weaknesses of
some alternative solutions that have been proposed for these prob-
lfems. That we have been working this forest for no less than seven
decades is perfectly true. Elwood Cubberly first pointed out the equity
problems 1n school finance at the turn of this century. We would
not have the audacity to take up the axe again were it not for the
certain knowledge that each new gencration reinterprets these old
cquity 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, justifics
yvet 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 socil
and economic problems do have a way of backiring on them. That
great legendary figure of the North, Paul Buryon. learued this the
hard way. It scems the forests of the North were plagued by swarms
of particularly discomforting mosquitoes. Word reiached Bunyon that
in Louisiuna they had developed a specie of fighting bee that de-
stroyed mosquitoes. Bunyon was delighted to hear this good news and
- he promptly sent for a sample of the bees. For = whie tvings were
fine and the insect civil war proceeded in excellent fashion as the
southern hees kept the northern mosquitocs in check. Unfortunately,
the bees and the mosquitoes started behaving like people; that is, they
got tired of Sghting, settled down, and intermarried. T'o his horror,
Bunyon then discovered that the progeny of this miscegenation turned
out to have stingers on both ends. It would not be cifficult to find
state department personnel, or members of state legislatures, whe
have discovered that imported new ideas in school fmatice, 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 be 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 casc to note that “. . . the Constitution does not
provide judicial remedies for every social and economic il

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 rcasons. First, he is more familiar with that state than with
other states, and secondly, that state has recently completed no less
than six volumes of school finance studies that provide a good deal
of material for cveryone intcrested in these matters. Parenthetically
it might be said that Hlinois 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 arc particularly prone to equity problems and Mlj
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 $chool and
the Metropolis City Elementary School the unfortunate taxpayer re-
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Tane |
Basic ‘l'axvavir EQuiry Propuem
(MLLNo1s Dara)

... 190v "'otal 1970 Oper.

© e abit e e—————

1968 Ass.

o Educ. Tax Rate Expenditure Valuation

District per $100) per pupil per pupil
Maple Grove

Elementary 041 1,583 387,835
Metro. City

Elementary 172 624 11.686
Joppa H.S. 0.83 1,901 257,853
Metro. City

Elementary LM 814 27,769
Chicage Unit 258 1,058 23,407

Brookport Unit 278 669 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 fax-
Knyer would receive a bundle of goods and services priced at less than

alf of those received by his niore 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 puinted out that thesc
are neighboring districts located in the same county in southern Illi-
nois. A similar situation exists ., the fortunate citizen in the Joppa
high school district and for his mfortunate neighbor in the Metropo-
lis City high school district. Citizens in Chicago versus Brookport.
which are located at opposite ends of the state of Ilinois, are not
quite so far apart in terms of tax effort, but their similar tax cfort
produces quite different results. This lack ot 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 cconomic 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 unequals. If.
such is t‘m case then the snape of the distribution of expenditures per
pupil will likely becomne the focus of attention. Those who study this
facet of the equity coraplex are usually more concerned with cffects
upon students than with “fairness” among taxpayers. Figure onc shows
the distribution of expenditures per pupil in most states outlined
with a solid line. ‘The evidence indicates that this is a skewed distri-
bution.” Mauy would argue that the desired distribution is that indi-
cated by the dashed line, that is, a distribution whose varjance has
been reduced by ‘mnaking the distribution approach the shape of a
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normal or bellshaped distribution. This school ot thought frequently
coucentrates upon “leveling up” expenditure levels for the poorer
school districts, or, in termns of the diagram, shifting the curve to the
right. In some cases this school of thonght 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+ hebil that
perfect equality is not desired, but that the variance shouid he 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 :unong 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. Thus 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
Jefterson, 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 scek to establish a broad middle class, well educated citizens,
and active participants in the political process. ‘This “golden mean”
would then become the major uiderpinning of a democratic society.
Ii:leed, the notion of “cne man, one vote” itself assumes a configura-
tion of socicty 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 corrclations among the three factors of knowledge,
wealth, and power, and that assumption would be challenged now by
some cducational analysts.? o

There is a third dimension of equity that has arisen out of recent
school finance litigation. This has understandably heen 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
ueutrality.” This aspect of equity can also be approached from a
socio-political frame of reference, in fact, as the efforts of Aiken and
Clune tend to show, a dcfensc 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 conditiots of
their birth. This ascription ol 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, Grabb and Michelson
speak of this in terms of “, . . disassociating school resources flowing
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Permnissible Variance Model

to children from certain inequities among their parents . . " and
vorrectly 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 clites” 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 wealth will no longer determine
the level of goods and services that are provided to students in an
arca as crucial to their life chances and upward social mobility as is
K-12 cducation. It is also maintained that where local wealth has
acted to create unequal ascribed levels of educational services then
states governments have a positive duty to redress this situatioa, In
fact, it has even heen 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 Guthric and Levin are continually reminding us,* if we really
are to take the “permissible variance” notion seriously then we must
proceed to allocate some multiple of the dollars to the poor districts
that we now allocate to the rich districts. "T'o put the matter another
way, for all adolescents to start the race for rewards in life on an equal
footing at the time they divest themselves of mortarboard and gown
fotlowing high school graduation requires that the state governments
miake considerable invcslmen‘s in students from the poorer districts.
This is true since there has been such a low level of human capital
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tormation 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 vather than in terms of school
outputs. 1t can not be denied, however, that a state which moves to-
ward fiscal neutrality may also find itself reducing the variance in
~ expendituves, sexvices, and perhaps even output, but that is not the
major purpose of the fiscal apparatus. '

Fiscal neutrality is also conservative in another context. T'o 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 coutrol, if local control is to remain a goal of
the system. .. ."* 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
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be argued that the notion of fiscal meutrality emhances local consumer
sovereignty rather than restricts it. bndeed, it is exactly this continued
variance in expenditures that worries most of the critics of fiscal neu-
trality. Later in this paper we shall seview such criticisins,

If one does accept the notion of fiscal meutrality as a desirable
gonl ot state educational fiscal policy then still further cuestions re-
main to be answered. How are we to know when this “neutrality”
has been achicved: i prior reseaxch cavducted by the author and
by others it has been he{d that a statistical tool from the discipline of
economics, knowa 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 the Pearson product moment correlation and other statistical
technigues ' Figure two shows how this measurement works. The
cwnulative 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 hoth locally
and from state sources. Whei 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 siuce 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 cducational allocation system then departs from fiscal
neutralitiy a curve will be described which departs from the straight
linc. 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 reccive 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
slmiﬁht line by a number of n.cans. An appendix to this paper pre-
[)are by professor R: mesh Chaudhari sets forth one possible calcu-
ation procedure. Readers interested in the computer software neces-
sary for su.n a calculation are urged to correspond with professor
Chaudhari.'” ‘The Gini coeflicient 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 m of fiscal neutrality,

EQUITY IN LONGITUDINAL PERSPECTIVE

1t seems particularly appropriate for state departments to conduct
longitudinai investigations of progress toward, or perhaps departure
from, some ol these equity goals. In order to encourage such studies
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this portion of the paper will extract some data from such a study in
llinois.'® In figures four, five, and six the “permissible variance” no-
tion discussed previously has been used. The operational specification
of this concept was in terins of the so-called “cocflicient of variation,”
- that is, the standard deviation divided by the mean and multiplied by
100. Division by the mean is necessary to partially oitset inflationary
effects on these measurements. Other statistical techuiques 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 reguard to tax rates for educational purposes. If the equity goal
is to reduce the variance and therefore mike it more “permissible” or
“acceptable,” then Illinois has moved in that direction. That this
movement has .ot been due to equalization of wealth among school
districts can be seen from fignre 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 jump automatically
to the conclusion, however, that this reduction in expenditure and
tax effort variance has heen the result of deliberate state fiscal policy.
Some of the reduction might be attributed to selected state fisca “poli-
cies such as raising the minimum teacher salaries allowed in Illinois,
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VARIATION OF PER PUPIL
OPERATING COST
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Figure 1

or to the elfects of certain aspeets 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 cllects of collective bargaining by
teachers or the rising expectations of ruraveas 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.'® It
will be noted that variation among districts in expenditure per pupil
“did drop strikingly in the United States from 1940 through 1960 but
that the reduction since 1940 has not been so pronounced. Tle prog:
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 as reliable as the variauce, 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 2ND PERCENTILE
(SELECTIONS FROM BENDIXSEN DATA)

39-40 49-50 39-60 66-67

United States 1550 5.53 3.86 3.14
New York 4.03 2.78 1.84 1.98
linois 5.30 493 . 249 246
Michigan 4.77 4.08 3.49 : 1.88
California 2.86 217 191 227
Colorado 438 3.36 1.86 1.73
Nevada 436 2.86 1.57 1.14
Utah 1.68 1.38 142 1.52

Wyoming 497 513 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 enough-longitudinal studies to be perfectly sure of this trend.
Secondly,”in the event that what we are observing is due primarily
to school district reorganizaticn 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-
ation 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 ¢ith be made toward greater equity by merging a cluster of
small poor districts into one larger poor district.®> 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 oaﬁ

Figures seven, eight, and ninc illustrate the application of the Gini
coefficient. Illinois, like California and a few other states, is plagued
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Gini Coefficients for Elementary School Districts
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with so-called “dual districts,” that is sepacate elementiny and high
school districts as well as the normal K-12 jurisdictions, "This greatly
complicates all fiscal analvsis in the state. With regard 1o these sepae
vate elementary jund high school districts, it appears that some limited
progress has been nade toward achieving tiscal neatrality; however,
the progress is so slight that one need hardly call attention to it In
the unportant category of unit districts, eg., the K12 jurisdictions,
there has heen o progress toward achieving fiscal neutrality during
the period under analysis, 1965-1971. ‘Fo put this matter another way,
in the unit districts of linois, the poorer students were receiving just
about the same slice of the pie at the emd of the time period that
they were at the beginuing of the time period stdied. A major limi-
tation upon this kind of analysis must be acknowledged, l]mwc\'cr.
“Poor” students are o;mrutionnlzy defined in this study in terms of the
property valuation per pupil of the district in which they happen to
resicde. This may well be a weak specification of wealth in spite of
the fact that it is the definition curvently used in most grant-in-aid
lormulas  throughout the United States. “I'he 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 okl problem at
the conclusion ol this paper. It is certainly possible that diflerent find.
ings might emerge if income were used in the longitudinal studies
rather than property valuations per pupil. However, in many states
inchuding Himois, 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 are
at least mildly interested by the foregoing recital of equity problems,
what alternative solutions are available? School finatce analvsts 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 mistake since equity goals can also be sought on
the revenue side of fiscal matters. However, a tradition that is seventy
years old is not casily broken and this paper will abo concentrate
upon equity sotutions that stress allocation procedures. We shall first
describe some hasic choices that @ 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 ity educational fiscal system. The most basic
choice consists of whether funds will be raised entirelv from the state
levels or whether the state will operate o system in which some funds
are vaised locally, and some funds ave raised by the state, History and
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 1968, and with ouly 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 are not at all happy with
this inherited fiscal structure. ‘These scholars believe, and believe very
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strongly sometimes, that full state lunding is the only ultinate solu:
tion to our cquity problems.?t 11, however, society allows history and
tradition to make the choice in tavor of partial state funding, or il
we deliberately seleet partial state tunding over fult state funding,
then that very action sets the stage tor the next cheice that must he
nade. This second choice is whether we shall have i atlocation sys-
tem based on the notion that one should wry t equalize local ve-
sources, or whether we should do nothing about unequal local re-
SOUNCLS.

While ntost states have chosen to establish an allocation system that
does provide state fiands 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 debat: in some circles. If
one has very strong fiscal convictions of a conservative nature, it can
be argued that selecting a school district in which to veside and in
which to raise one's children is essentially an exercise in consumer
sovercignty by individual families and that the state has no business
interfering in this marketplace transaction.® In the terms of thas ide-
ology, citizens should vote with their feet, that is, they should move
to the district that ofters them the bundle of educational goods and
services they desire and that they can afford. If they desire more than
they can afford, then they should simply work harder to get the re-
sources to spend for this purpose.

However., when one considers the spillover and social benefit et
fects that K-12 education is presumed to have, and perhaps equally
important, when o e is coufronted with the vast wealth inequalities
among schoul 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 “‘mre consumer sovereignty model”
about the rights of minors and about the ease of family geographic
mobility that many would not accept. It is also obviously quite diffi.
cult to square the pure consumer sovercignty model with some of the
cquity assumptions made in the first piart of this paper.

On a more practical level, it might be recalled that there are a
few states that (Ilu rely primarily npon 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 Gon-
necticut does provide equalization in a more general sense by provid.
ing special purpose grants to districts with concentrations of disad-
vintaged children.

Once a state has decided that it will operate an allocation system
bhased upon equalization principles it has veached the third level ol
decision-making. At this point three alternatives are open. The first
is to provide for c(luulimti(m by flat grants, but to increase those flat
grants to siach a size that the poorer districts are brought to near
cquality with the wealthier districts entirely from state resources. Ob-
viously such an action increases greatly the amount of state funds
required, and such states vapidly approach full state funding even
though they may not be so classified by those who devise typology
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systems lor school fitiee, T'he siate of New Mexico is i example of
this kind of mrangement. 1 one wishes w observe the quite diflerent
effects that Hat grants G bave when wsed i conjunction with difler-
ent degiees ol local support i unnl:.uism. ol the two states ol New
Mexico and Councctiont is instructive,

This particular Targe flat grant option has not proven very popue
Lart however, and mos of the states have selected i second option o
Bandling their equity problems. This secomd option is known vari.
anly s the “toundation approaci,™ or the “minimum adequate foun-
dation” or by the mune of the men who worked to develop it eg.. the
“Str;lrcr-l Lrig-Mort” approach. As nearly evervone knows who has
ever heen subjected o w binic course in school finance, and that in-
cludes abmost all certified sehool adhiministiators in the United States,
the essentials of this svstem are that the state sets an expenditure level
below which no child's education will be allowed to (‘lmp: the local
district is then required to also nake a minimum local tax cflort, amd
the state then m;Lv.s up the difference between the foundat’on level
il the amount raised by the minimum required wx effort. More has
heen written on this particular allocation formula than on any other
topic in the whole ﬁle 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 point 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 vate and spend the required minimum amount for o child's edu-
cation. This much they must do since many states have penalty pro-
visions for those districts that tax less than the roquired rate, and
spend below the foundation. Strictly within the framework of the
cqualization formula. however, these foundation systems place very
little emphasis upon local decision-making or upon local tax effort.
Outside the formula, in the socalled “local leeway™ arca, there is
of counse room for the operation of local incentive and local eflort, but
turder the Strayer-Haig-Mort approach that iocal effort goes unre-
warded.

A state ntay decide, however, that it wishes to reward local effort
or to stimulate local incentive to spend for public education. It niay
do this in the naae of providing that “equal expendinees should
result from cqual effort.” IH sich is the case a third option will be se-
lected. This thivd option will he a system which still dishurses money
inversely to local wealth, but which will alse take into consideration
the eftort the local district is exerting for education. ‘This in turn
depends upon the willingness of a local distriet o allocate a Larger
art of its scarce resomrees to education rather than some other pulhu
}uuction. or for that matter to reserve those resources for utilization
in the privite sector. Unfortunately there are some semantic problems
at this point since this thivd option goes by diflerent mmes in Cifler-
ent parts of the comntry. In various places it has been called per-
centage equalization, resowree equalization, guarinteed tax vield, and
giaranteed valuation. "Fhe most recent entry into this local incen-
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tive Gitegory s “district power equalization.” "There ave some difter-
ences among these locat incentive sastems, bt to detail all these dil-
ferences would take us Lar bevond the scopee of this paper.

This brings us to the tomth level of tll'('isiun-malking which is the
moa technical ol the fon levels and has proven the most frustrating
to legislatons, Lavmen, aml even some professional educators. Hows
ever, if one really wishes to understind the mechiamics of educational
fund distribution there is nothing tor it but to enter the esotevie and
brequently abstruse realm ot cqualization equations. An impostant de-
cision at this level may be to selecta general form for the equalization
cquation. Table three illustiates the three most common equations
prosently used in the United States,

In the fist formuba: Fois the toundation level per Yu’»il. P is the
pupil count, capital R is the required local tax rate, and Vosubseript §,
the local property valuation pev pupil. "This mlualti(m has been tised
extemsively in many states since the early 1920° in the East and in
the 1930 mnd 10 in the West. The seeond two equations e illus
wative of the local incentive policy option. In the second equation F
iy an expenditure per pupil figure that is subject to several definitions,
olten it is the anrent operating expemliture per pupil in the districet,
although it can be defined as the expenditure locally raised: Vosub-
seript s is the state average valnation per pupil. Tn the third equation
aall Goe rois a local tax rate, again subject to several definitions
but uswally the tax rate lor operating expenses and Vosubseript g is
a property viduation per pupil guavanteed by the atate,

Although the “pure form™ approach to ('(‘llil“lilliull formulace is
a wsetul typological techmique, it does have definite limitations. Each
state uses slightly diiterent definitions of the variables and constants,
rearringes those parameters within the equations, and then proceeds
to wdd weightings of one sort or another, ‘The vesult is that there is
hardly a state in the Union that does not depart in some important
respect from the cquations shown in table three. For example, New
Jersey, Wisconsin, and in some 1espects Utaly all have allocation sys-
tems which ave similar in a general way to the bottom cquatiorn: of
table three, labellud here a “guaranteed tax yield” approach. A similar
ssstem is under active constderation in Hhnoist However, in New
Jersey the small case v is not readly the actual tax rate in the district,

‘TaBLF 3
Most CoMMONLY USED FQUALIZATION FORMULAF.

The Foundation or Strayer-Haig Formula:
s =FP - RV
The Percentage Equalizaton Formula:
Vi
G=FpP(-5—)
Vs

I'ne Guaranteed T'ax Yiekl Formula:
G =P {r(Vg — VD))
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but rather the local operating expenditines taken as a ratio to the
puavanteed vilnation figare, 1t is thus a sort of “computed” tax rate
rather than the actual tax rate.

The Utah system s interesting in many vespects and educational
fiscal analysts in that state are o be congratalated for anticipating
many of the developments elsewhere in the United States, Originally
the allocatione system in Utah had two levels ot guavanteed tax {icld
operating on top ol a conventional Strinver-baig or foundation level
formula. Locally these two levels were labeled the “broad leeway pro-
g and the “voted leeway program.” “Fhe lack of uniformity in
whool fimce terminology s quite apparent here since the term
"leeway” in the usage of wany educational fiscal analvsts refors to
the ability of local (hslri('ts to add monies from their own tax hases
unassited by the state over md above the foundation level. In Utah
this was ot the case sinee in both the “hroad leeway™ and the “voted
leewity ™ programs the state government guaranteed a certain ?'icl(l
from cach increment of tax cetfort in excess of the amovat mandated
for the foundation program. Hence the Utah system couldd be classified
in the guananteed tax vield category, or more precisely it va maodel
mixing the top aud bottom equations of table three. We shall have
more to sav ol these “mixed models™ later in this paper. Recently
Utah has lolded its “broad leeway™ program back inta the general
Straver-Haig model and now operates i “two tier” systen. vather than
a “three tier” system. “Fhe elleet of this is to move Utal, .away some-
what from the “reward for local effort” principle which so long domi-
nated that allocation system. It appears that this was done m the belicf
that “reward for local eftort” aided the wealthy districts more than wis
originally thonght. ‘'The many states which are now cont amplating
adding incentive provisions to their allocation systems woul-: do well
to stucly the Utah experience carcefully.®

There are also a good many permutations and combnations of
the 1niddle equation of table three. While New York aid Pennsyl.
vimia have been using the equation in something clese to the formn
shown here, there was one year in which Massachusetts wvas using a
local share parameter set at .65 vather than .50 (as indicated in the
table), and L)wn was using .25, In that same year Rhode Islind and
Vermont operated the equation without a specified local share pa-
rameter. For those interested in exploring difterent equation possis
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-
zation™ notion in a single equation® it is perhaps more understand.
able to the average reader if Ieft in the form of the schedules in which
it was originally expressed by Coons, Clune, and Sugarman.® Table
four illustrates such a schedule recommended for Hlinois by Raymond
Lows.® In this system the tax rate the district has selected on the right
is matched with an expen.iture level guaranteed on the left. The
state then mitkes up the diflerence when the selected tax rate does
not yichl the guaranteed expenditure level when that rate is multi-
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Tame
PROPOSED S DULF OF Basy Tax RATES
ash EXFesonrry Lestis Per WetaHUED PUen.

Expenditure Level Buase Tax Rate
Per Weighted Pupil (Per $100 AV')
S 123040 $ 250
S LEZI0 $ 2':27.

S LU0 $ 2;00
S 875;()0 o $ 1575
< 7:-.(»;(»0 $ 1:.50
s ts'.'r,;on $ 1.2
§ 32000 $ 1.08

plied by the local assessed valuation “This particular function js lincar
~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 fimctions which are non-linear: spe-
cifically 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
msed for the less fortunate districts. However. the DPE system need
not contain such a “Robin Hood” provision, if the state is willing
to fimmnee the added cost of the formula from other sources. Due to
the foreeful advocacy of Coons, Clune, and Sugarman and the help-
tnl development by Benson, DPE s probably the most joopular ex-
perimental form of educational grantin-aid in the Unitea States, As
vet. however, no state has adopted o completely DPE system and as
we shall see Tater there may be good reasons for not depending en-
tirely on the DPE concept.

There are not only differences among states but also mnong school
tinanee malists who y to classity and interpret these many alloca-
tion ssstems. For example, Erick Lindnan in a recent article treats the
weond and thind equations of table three as the same general form.™
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We are less inclined to do that since in Minois we do not find tha
Eoand roare closely cotrelned, and henee the two cquations give .
diferent pattern of money distribution. OF course it is perlectly pos.
sible for two quations 1o have similar general theoretical chasacters
isties andd vet vield quite dilterent distibutions ol money due to dit-
tferences in how certain vaviables are defined or simply due to the
constants sclected in the cquations. Such mayv well he the case in
this situation.

To the frequently posed inguiry, “how many different kinds of
vquatlization systems are there:”, there are two kinds of respounses.
If one has in mind the Kind of major policy decisions we have de-
scribed here as “choice levels™ then there can not be more than three
or pussibly fear. However. at the lowest level of decision-making the
namber- may well be infinite since all manner and kind of pupil
weightings can be introduced and the variables wnd constants re-
srangad in many difterent ways. To any given local school district,
however, decisions nude at the most tcczmical level are nevertheless
very important since it may mean millions in state support, especially
to the Lirgengdfricts. The fear that a local district sometimes mani-
fests that it will be “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 unmber of “formula experts”
that cmerge {rom the walls cach 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 these formulac 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 seck out and
promote the inclusion of variables that will benefit them. In Ilinois
there is a continual battle between representatives of unit districts
versus those from dnal districts. Professors of educational administra-
tion may not have liclped 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
i 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-
inula 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 rcform.

COMBINATION SYSTEMS OR MIXED MODELS

Professors of school finance like many of thy .r other colleagucs in
academia try to make the world understandable by putting reality
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into little boxes and neatly labelling the boxes, But reality has a per:
sisteut way of creeping out of those boxes snd becoming all mised up
again. Our modern world ot rapid communiciations greatly facilitates
this. Organizttions wentioned earlier in this paper, especially the
National Educational Finance Project and the Fducition Commission
of the States have greatly facilituted the flow of school finance infor-
mation between states with the result that relatively “pure” allocation
systems ire becoming almost as rire s “pure’” races among mankind.
It is therclore likely that any classification system for allocation for-
mulae can have but limited durability and usefuluess,

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 percentige equalizution system over the top of this {lat grant.® The
sccondd, suggested by Richird 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

1. Flats Plus Equalization:

A. New Jersey Tax Policy Committec:
1. ¥'at Grant set at average expenditure per pupil in state.
2. Equalization above Flat Grant by the percentage equalization formula:

Vi

G=EPw[l -5 -~
Vs

B. Richard Rossmiller:
1. Flat Graut set at $1,000 per pupil
2. Equalization above Flat Grant by Tax Yield formula:
G =PwR [Vg — Vi]

11. Foundation Plus Equalization:
A. William McLure:

G ¥ ( ..TR__) Pw — TR (VD)
QR

. .matk
-

where:

F = Foundation Level
Tr = l'ax Raite R
Qr = Qualifying Rate
Pw = %eighled Pupils
Vi = P'roperty Valuation per pupil

8. Utah T'wo Tier System
C. Power Equalization Schedule Operating over present Foundation Formula.
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ol 8900 with an cqualizution provision operating to the 1200 level
A number of proposals also operate front a notion that a basic foun-
dation formula can be operated first, and then incentive elements
am be built into the system to operiate over the top of the existing
foundation program. Such is the mature of systems suggested for con-
sideration in inois by Willimn McLaure™ and Robert Pvle ‘The
Utah “two tier” system is also of this “combination” aature as has
been previously noted. A proposal gaining ground in some circles is
the notion of simply gafting 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 toundation level
in the Hlinois Strayer-Haig-Mort type formula. Some of this may be
simply “faddism™ as the popularity of the DPE system continues to
sweep across the countiy, On the other hand there have always been
serious stuslents of school finance who have maintained that some local
incentive clements should be incorporated into the allocation proce-
dures irrespective of whether it is DPE or some other mechanisin for
encouraging “rewird for local eftort.” For example, William McLure
has maintained this position in Hlinois for a number of vears.®

Recent proposals in Kansas*™® and Florida by Walter Garms and
Michael Kirst also illustrate this mixed model approach.® In the
hansas case a lincar district power cqualization schedule is proposed
oi»erating from a foundation level u(’ $777 and a qualifying rate of
$1.75 per hundred valuation for districts with enrollments in excess
of 1,000. For districts with less thun 1.000 enrollments the foundation
level rises to $1000. The Kansas proposal contains additional aid for
small school districts which is bou ul to be controversial. Proponents
will argue that the proposal accurately reflects the needs, particularly
the sparsity needs of raral small districts in Kausas, while opponents
will maintain that it simply bailds in rewards for diseconomies of
scale and thuts insures inefiicient spen-ling 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
it the personnel, governance and currviculum arcas as well as in school
finince. What is of interest to this paper is the provision that all the
remaining local leeway in Ilorida be power equalized up to the state-
wide property tax ceiling or “cap” of 10 mills. Thus there would re-
main 1o r:cul 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, some important
differences hetween the Florida system aml the Utah system, especially
with regard to categorical aid for disadvimtaged students.

‘The Florida proposal contains some other interesting features in-
chuding a sixty-three million dollar cost of living index and a seventy-
seven million dollar state compensatory education program. These
two special ‘;mvisions are very important parts of the proposed finance
packige and they are seen as trade-offs between different kinds of dis-
tricts. The compensatory cducation program tends ta help the rural
districts of Florida, while the cost-of-living adjustment helps the ur-
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ban districts. 1t should be noted that power equalizing tax vte dif-
ferences ol 0.70 per hundred vilnation to 10O per hundied valuation
is o very diflerent matter tham attempting o do the sine tor ditler-
ences s Lrge as 135 per hundied vahuation o -L46 pev hundred value
ation. "Fhis Latter tange was noted i arecent vear for a certain size
category of nnit districts in Hlinois.™ Power equalizing ditlerences this
Luge would vequire vastly more state tunds than were needed in
Florida. Noting the nandated seven wills and the state-wide tenemill
limit Garms and Kivst accurately observe: “In eftect, local choice s
already constrained to very Lirge degree. Beaause of this Florida al-
reidy meets the “Serrano™ criteria better thin most states.”™

WEALTH, NEEDS, AND CATEGORICAL AIDS

In our expaosition ol the alternatives for treating equity problens
in school fimanee we have conveniently ignored some very diffienlt
definitional problems and some policy choiees not directly concerned
with the selection of allocation systems. We shall make brief meation
of these here, primarily for the sake of completeness, realizing that
none of these ttems will be 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
tiomally this debate was cast up in terms of whether properey tax
per pupil was an adequate definition of the “fiscal capacity™ of a dis-
trict. or whether additional measures of wealth, particularly different
Kinds of income measurements, should be included within the defini-
tion of “fiscal capacity.”# With the passage of years the distinction be-
tween “needs” and “fiscal capacity” became blurred. It was then
argued that income was a good meisure of the “human resources” ol
a school district and that & human resource poor district was a “needy”
district regardless of its property valuation status.*? Garms and his
associates have developed somne interesting ways of including a “needs”
ditmension into pupil weightings if the basic asstption that socio-
cconomic poor districts are “needy” districts is accepted.

Due Largely to the etforts of Betsy Levin and her colleagues iand
Joel Berke and his colleagues we know much more now about the
consequences of introducing an income meastrement into grant-in-aid
furmn‘ne.”' It cune as something of a surprise to some to discover
that the introduction of an income measure was of greiter use to
rurald districts than to urban districts. It is also apparent now that the
specific type of income meinsurement introdm‘(}(l has a geat deal to
(}o with the resultant pattern of state fund distribution. Per capita
income will not produce the simme distribution as per pupil income,
and family income produces one distribution while corporate income
produces another distribution. Considerable regional shifts in state
aid are also likely to occur. In Hlinois. Indiama, and Ohio the southern
portions of those states would probibly profit from the introduction
of an income meistrement into the grantin-aid formula as would
northern Wisconsin, castern Kentucky, northern Michigin, cte. Shifts
ol this magnitude would be bound to produce considerable political
conflict.
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19 veturn to the “needs® debate the center of that COULTOVETSY
seemy 1o rest on whether educational “needs™ should be determined
directly, or whether certain socio-cconomic measurements can be e
cepted as surrogate or substitute variables to stind for those edug
tioal needs. "Phe present weight of protessiomal opinion is probably
on the side of trving to measure these educational needs divectlv, Thiy
is due to the influence of extetsive studies completed by the Natiomal
Educational Finance Project concerning cost (lillvrumi;lis for different
categories of “needy” students, some ol the most important of which
were comducted by Williim MceLare and Richard Rossmiller. ‘I'he
recontmenditions of the Fleischmann Commission in New York State
relative to including a diveet measurement of educational needs in
die forme ol achievement test scores has also strengthened the case of
those who wonld prefer to work divectly with educational needs,
rather than with some socio-cconomic substitute for these needs. s

But the incliusion of cost ditterentials in grantin-aid formulae is.
like so many other matters in school finance, still debatable. Grities
ot this approach argue that the inclusion of these cost differentials jn
grantittaid formulae constitntes a o sort of cirenlar reasoning or ot
best o “sell-lulfilling propheey.™ Unit cost studies are condueted by
the stte, and then these same parianeters are introduced into the
funding tormulace, "Fhe result is that the costs established at one point
in time, and frequently on the basis of a small sample of districts,
e “frozen”™ into the allocition ssstem until sueh a time as the legis-
Litnre sees fit 1o change then Faether, there are some very diflicult
problems involved in identitying the tnget populations on which
these cost diflerentials were first established, and to which they are
subsequently to he applied. In o sense, giving a cost diffevential
weighting to a particalar Kind of student establishes a prewmiom or a
hounty en that kind of student and the state may suddenle find that
it has far more special edueioos stndents, vocatioml edueation stu
dents, compensatory students, ete., than it ever thonght that it had,
Strict serutiny of classifications to prevent double connting of sudents
would also be necessiry. “There would also seem to be some phyelios
logical aund sociological problems connected with labelling students
in groups for tunding purposes. None of this iy said 10 discourage
reseatchin the cost differential tradition, but only to emphasize that
important problems remain when this approach to *needs” has been
taken.

A new twist on the old wealth problem will bring us finally 1o the
considerition of categorical ov special purpose ;lihs versus  general
purpose aids, Receut studies by Ghurgin ef al., Berke e al., and Grubh
and Mick.elvou'™ have reopened the question of whether poor students
are veally to be found in poor school districts, or more specifically
whether income poor students are not also to be found in property
valuation weilthy districts. Apparently this wis a very important con-
sideration in the majority opinion in’ Rodrigues, the majority of the
cowmt aceepting the contention that aid to property valuation poor
districts might not necessarily aid income poor students. At present
this contention seems far from well estoblished empirically. However,
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we st tesist the temptation to establish testable empirical hy pothe:
ses on this subject amd comment tather on a possible policy implica:
tion o this conttoversy. 1t may well be that state policy makers will
now wish 1o reesamine the equalization potential ol state categoricab
tor the disadvantaged.

State Gritegoricals i general have wsually: been found to he dis
cqualizing but the studies nsuably stres the combined eflect of all
state Grtegoricils, and do nor focas panticnlarly npon categoricitls Ton
the disadvantaised. ™ Tt iy noteworthy that Calitornia yecently wrote
into Liw an vighivtwo million dothar state categorical grant oy the
disacdvantaged even though that same legislature Tas not seen fit to
prss ¢ ther district power equalization or any ol the other general
surpose educational finanee svstems thit have been presented to them
10 the last cighteen months 1t is alwo ol more tian passing interest
that major state school Lnanee studies in New York, iinli[orniu. and
Florick have all called tor the establishment of Luge state special pur
pose grants Tor the disadvantaged. st A suntller grant program has been
recommended for Nlinois.™

Thete are some good arguments lor seeking equalization goals
thiough categorical or special purpose grints vather thin through the
general purpose grant-insaid formuda, In the fisst place if there veally
is a1 serious problem of income poor students in- property valuation
wealthy districts, as some analvsts now allege, then the special purpose
prant will target money directly to these students. Secondly, the funds
in a special purpose grant cn he followed more closely and the ol
fectiveness of those investments checked more cavetully than when
the tunds are comingled with the general flow of state aid, ‘Thirdly,
the special purpose grant tends to satisty those legistutors who claim
that increising teachers salivies will simply cat up any inerease put
into the general purpose formula, amd the effects of the additional
money for the disidvantaged will be lost in the process. Fourthiv, re.
guirements for innovative new espenditure patterns can he placed
more casily into special purpose grants aud this tends to counter the
argunents’ of those who express doubt at spencing more money for
“the same old thing” in the public schools. Finally, if the definition
of “disadvantaged” students is established in terms of students from
low income families, it will be found that much of this aid will go
to rural arcas of the state, as well as into the central city school dis
tricts, aned this will help greatly in mustering enough votes to pass the
measure in the state legislatere,

As would be expected there ds also a debit side to these state cate-
goricaly for the disadvintaged. In the first Yl;u‘c they lend themselves
to a “band aid” approach to serious problems, “There is o constant
temptation lor the l('gifili"lll'(‘ to establish a small and inconsequen-
tial program and then proceed to ignore the hasic problem tor several
vears thereatter. Special purpose ov categorical grants also temd to
build state departiment bureaueracies, O comse the legiskitme ean
control this partiatly by limiting the amount of tunds made avail.
able to administer the program, but seriowsly lmiting the adminis-
wative overhed money will probably canse the programs to be badly
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supervised. The resubt will be that the intent of the legislvure will
then be thwarted. Special purpose or cotegorical programs also quickly
attract their own lobhy groups among state legistators and frequently
the chiel state school officer finds that he has less than the full control
over his own shop, "The special parpose or categovical programs tend
to develop a political power base of their own with comsequent prob-
lems tor coordimation and dlicieney within stare departments of edu-
catioti.

BRIEF EVALUATION OF THE ALTERNATIVES

A thorough evaluation of all these alternatives wou'ld require much
more time and space than can be given the subject here. Nevertheless,
we shall outline at least sume ot the more important weaknesses of the
alternatives deseribed above. Let us start with the full state funding
proposal.

L and when tull state funding is adopted the effect of the “dem-
onstration phenomena” ends. No longer will it be possible for a su-
pcrintcmlcm to vy woll over the Fict that the parents of the children
i an adjoining district have scen fit to provide better educational
services than do the paretits in his own district. We professional edu-
cators have plaved 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 vears we have traded on the guilt
of the atfluent districts to raise the expenditure levels for the poor.
With the onset of full state funding our little game is over, and the
cutire responsibility for decisions concerning the level of funding for
cducation 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 justificd or not. The expericnce of the Canadian province
of New Brunswick is not ceassuring, but that particular arca has so
many economic development problems that it 1s probably not a fair
test of full 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 are also not
overly thrilled about the prospects of state-wide teacher ncgotiations
and the concomitant possibilitics of statewide labor disputes that
would probably attend [ull state funding. Nor is it clear that teacher
organizations will endorse a proposal to transfer most or all of the
negotiations from the local to the state level.

The criticism of iull state funding that is offered first is usually
that such a fiscal arangement would destroy local control. We wre in-
clined not to stress this point. however. "T'he wunount of research avail-
able on this matter is quite small and understandably so. A generali.
cation as vague s "locu’ control” is hard to operationally define. Some
study has heen done on the subject, however, and these efforts do not
scem to support the contention that local control must necessarily
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suffer as the percentage of funds provided by state govermments in-
avases. We are inclined 10 believe that much would depend upon
just how the funds were delivered to local school districts under ull
state funding, IF tuds were delivered 1o local districts in frge une
rostricted block grants then a considerable unount ol local control
might remain. However, it is fiar from certain that state legislatures
would be willing to pass such unrestricted graats, In any event, it
should be remembered that school finance is very much a part of *po-
litical ceonomy™ and that myths are fregfuently just as important in
this area as reality. 1F enough legistators helieve that full state tund.
ing will destroy fu(‘:ll control then the necessary legislation simply
will not pass,

1f full state funding is rejected, for whitever reasons, then we shall
continue to struggle with proldems ol partial state support. The nne-
jor question will then beeome just how el is “partial™z Or 1o put
this anothier wity, jnst how much funding will flow through the equali-
sation svstems, assuming turther that at least most of the states will
continue to operate equaliztion grantinsaid systems. This is a very
crucial ouestion. It is far wore important than some of the more tech-
nical questions concerning the exiet form and detailed nature of the
distribution tormulae. Even a formula with relatively weak equaliza.
tion coffects will nevertheless equalice matters: greatly between the
poorer il the vicher districts il enough money flows through it A
munber of analvsts now agree that the percentage of total fuds pro-
vided by the state governuent is more important than the shape or
torm of the equaliztion tormulie” Fhis is closely related to the mit-
ter of local leeway. Equity can be also accomplished by limiting the
focal leewity: limiting, that s, the power of the more afffuent districts
to use the resouces avititable to them, Those interested in equity goals
might be well advised to concentrinte npon these two rekated matters,
increasing state aid and limiting local lecweay, rather than becoming
canght up in bloody and fratricidal wars over equalization formulae.

1 spite of this important considerition we will continue to make
decisions over tormulae and theretore treitments of the strengths and
weakiesses of specific tormul types will likely vennin an importa
airt of the literatnre. Sensing correcthy the vising interest in vivious
Limls of incentive grant ssstems, including district power equalization,
a number of school finance amalysts. e, Jordan, Alexinder, Bensou,
and Guthrie, have started pointing ont the limitations ol those ap
proaches. s T the first plice these systems might result in increased
social stratification and geographic segregation of sovial classes as the
ditlerent social stratit cich songht the tax rate they preterred. Shoulkd
sach i phenomenon oceur this would run divectly counter to the goal
of increasing upwinrd social mobility. Secondly, local decisiot-makers
mity not decide to meet the needs of their districts, even il these needs
clearly exist. As Jordan i Alexander point out. this could casily
happen in the South where many segregated white private academies
have diined oft children of the decisionsmikers trom the public
schools, It takes o great steteh of the imagimation to also see this
happening in vuval areas of the midwest where B too many “come
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pany store” type school hoavds are primarily concerned with keeping
tax vates down rather than with providing adequate levels of school:
ing. “Phivd, urban districts gl have o particnindy difficalt time un.
der the gratanteed tax yield noton sinee problems ol mnicipal over-
burden, that is, the competing costs of other public services act 1o
keep educational tax rates down. Fourth, formulace of a guaranteed tax
vield nature might also stimulate local property tasation and this
would be running directly counter 1o a strong” wend  toward local
rru;mrl} tax relich, Fifth there is a special problem of low income
wnscholds located in the property adluent school districts, This has
particularly concerned Bemson i his associates. Under DPE, guin-
antecd tax vield, or some other local incentive system, the more ab
flnent districts might decide to inerease their tas effort in order 1o
obtain wore state funds, "The low income tamily living in the shadow
of & Lictory or commercial comples would then find s vesidential
property tax increased greatly, More likely, the low income family,
realizing this would occur, would simply not vote for the increased
fevy and henee the students living in these districts would not be able
to take advantage of the local inceutive ssstem. To correet this situa
tion Beusow and his associates have strongly suggested that a so-called
“dreuit breaker” be adopted wherever DPE s seriously considered.
The “civeuit breaker™ is o tax credit given to houscholders where the
property s exceeds aocertain pereentage of the family income.
Untortunately, tax credits as browd as this can cost the state o good
deal of revenue, Sinth, students of general local public fimnee have
never been especially pleased with these eductional “incentive™
grants since they see these grants encouraging local govermnents to
spencd Tmuds on education that might well go into other needed pub-
he services were it not for the state reward for eflort with regard to
cducation. Finally, local incentive systems, pechaps especially pereent.
age equalization. could have the effect of keeping sualdl ineflicient
school districts i business, since the higher costs or higher tax raes
i these siall ineflicient districts would be rewarded by the stae,

L there are objections to full state funding and there are also ob.
jections to local incentive ssstems, soe we then to return to the foun-
dation program as the most detemsible program tor school finanee? A
goad iy students of school fimee would find that unpleasant as
well. A rentrk made by Hemry Levin ina slightly different contest
probably sudequately deseribes the standing of - tonndation systems
smong nany current students of school finance: L, such subsistence
programs represent insurancee against civil distaption much more than
serious attempts at equitlizing opportunities.”™ ™ But traditional Strayer-
Haig-Mort approaches can be made to speak o tne equity problems
if the toundation level is raised high enough and if the local leeway
portion beyord the foundation level is sufliciently curtailed. An i
teresting use of a “computational rate™ vather than an actual quality.
ing rate has been suggested for Hlinois by A\, Jinnes Heinso~ CFhis
would ave the eftect of directing much of the state money into poorer
districts without vaising local property taxes. Some of the difficulties
of adjusting both the foundation level and the qualifving rate simul.
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tancously are mvoided by the Heins procedure. Change is so highly
vitlued, however, in the field ol education that the more likely “wave
of the futmre” will be some tvpe of “combination system™ or “mixed
model” discussed carlier in this paper.

It should be obvious to the reder by now that the “experts™ are
not going o agree on the “hest™ way to fimanee the public schools.
his was made painfully clear in @ veeent school finance study in 1l
nois in which the study group split three ways in its “final” report.
One gronp advocated fall state funding, a second advocated incentive
swstems, and a third advocated maodifications of the foundation sys-
tems.™ In such situations it is understandable that legislators, gover-
nors. chiel state school ofticers, and other decision makers might wish
to turn directly to the people for advice on how the electorate wishes
1o finance their schools, "This apparently is to be the cise in Oregon.
Before this piper is printed :m({ distributed a referendum will have
taken place in that state concerning how schools are to be financed.
tn Hlinois a similar bill calling for i referendum has been introduced
into the legislature but its fate is uncertain as of this writing.** /f
these referenda are limited to what we have termed here “major choice
tevels” then they may well provide some guidance where the experts
cn not. However, it would be a serious mistake to try to cast these
referenda in terms of the more technical levels of decision-making de-
seribed in this paper. The result wonld only he 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 ‘n'ul)lcms. 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, allocition formulae will be developed with a
thought toward giving some tax relief, although this is not too com-
mon. An example of this sort of thing can be found in a recent pro-
posal for 1llinois by Ben Hubbard. Basically this proposal is a local
incentive system in the form of a guarinteed tax yield. However, it
hias been modificd so that it also provides for local property tax roll-
bicks to a specified tax ceiling. The general property tax {reeze pro-
posals that have been put forward in some states simply lock in the
existing incquities and e therefore of little use in solving the prob-
lems we have outlined in this paper. Local property tax ceilings or
“caps.” on the other hand, do have a beneficial cffect on the equity
problems since they limit the power of affluent districts to use their
resources and henee move further away from 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
pereentage inoany given yearo may also hobble the more affluent dis-
tricts slightly and hence be of some limited utility in solving the cquity
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woblems. In a very global sense, the tax ceilings, treeses, marginal
merement Liws, ete., do contribute to the long run solution of the
equity: problem sinee they disconrage local contributions and encowr-
age state contributions, These tan restriciion mechanisms are tradie
tionally impopular, of course, with many professional educators,

Politicians who promise to provide general tax relief, wd, at the
same time, promise to equalize cducational opportunities are either
financial wizards, or they are being somewhat less thian honest with the
clectorate. “Uhe only way this could occur would be to level down ex-
penditures rather than level up expenditures, and such a system is
usually considered o political impossibility. 1t is true that it is not
only possible, but probiably necessary, to provide relief from local
property taxes at the sime time that one provides greater educational
opportunity. Alter all, the equity problem arises in the first instance
from inequalities in these local tax vesources. But this is a far, far
cry from provisling general tax relief. The solutions we have discussed
in this paper will all require more state funds from some source. Qur
estinates for Hlinois indicate that the revenue requivements for sub-
stantial equalization in that state run almost a tull billion in new
dotlars, although this could be spread out over four or five years.

These Mard-to-come-by new state funds could be derived from a2
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 diflicult political amd economic prod-
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 aud state sales taxes. "The point to be steessed is that solving
the problewr of equalizing educational opportuuity is just like trying
to solve most other social problems; more taxes are ahnost alwavs re-
quired. This was the reason we spent so much time discussing the
hasic nature of the equity problems. Now that some of the judicial
clout has been removed from the scene, clected officials will have to
be presented with compelling argumentation and evidence before we
can expect them to pursue the always unponular and often politically
dangerous puth of increasing taxes. Recent events in Hlinois have not
made us particularly optimistic about the ability of ceducators to do
this. OF course, it is perfectly possible that these equity problems do
not trouble the average voter and taxpayer very much and, in that
event, we my very well still be writing abour these problems seven
decades trom 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 Daily Attendance. ‘The cumulative proportions of total oper-

ating expenditures accounted for by these distric . epresented by
the vertical axis, ‘Fhe curve thus plotted
Yn 1.

TOTAL
EXPENDITURE
o
s
TOTAL
EXPENDITURE
-]

0.0 1.0

ADA
(wealth ») (wealth +)

would be a straight line at 45° to both axes if the total operating
expenditures were equal in all districts—poor as well as wealthy. How.
ever. a sagging curve represents lesser expenditures in poor districts
amcl suggests some inequity, The measure of this inequity as defined
by gini cocfficient G is given by the formula:
) Area A
G—

Arca (A 4 B)

or after turther simplification

05 — Area B

05

=1—2 Arca B
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Area B s the area under the curve and i nis the number of districts.

and
N, o cnmulbative proportion of ADN tor the ith distriet

v, == cumultive proportion ol N for the it district

Pty - xiop) (vioy +vy)
i=1 ¢

Then Area B =

n
or Q2 AreaB = fo1 (%i¥41.1 = X§.1Yi-1 + X374 = Xi-1vi)
L}

= (xjyq = Xqyp + X3¥1 = Xg¥3
+ X2y = X1¥1 + Xav2 = X1¥2
* XVpy = Xpo1¥n-1 + Xp¥n " Xp-3¥n)
w (X1 - X3y5) + (X3¥2 = X2¥3) + o o
+ (Xp¥po) = Xn-1¥p) + %p¥p
n

= L Gayiey = xav) +1 (2)
1 3 ( )
& (kyoq¥y = ®y¥yo

substituting the value of area B in eq 2

n
G= L (xg.1vi - 2g¥3.) (s)

Gini Coefficient for State aids
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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 vatue of G, To avoid confusion we reverse the
sign of G ro make it positive. However, Gini coefficient as applied to
state aid must be interpreted difterently. The higher the value of G
in this case, the better it is for ¢ districts and the higher is the
cqualization. On the other hand higher values of Gini cocfficients 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 arca of school finance. During the 1973
confercnce the following dissertations were recognized as having made
a contribution to the field of rescarch in school finance.

A STUDY TO IDENTIFY VARIABLES WHICH PREDICT
ELEMENTARY SCHOOL PRODUCTIVITY

By CARL. ]J. DAEUFFR
AvucusTt, 1972

CHAIRMAN: Dr. KERN ALENANDER, 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 clementary school productivity through the
measured relationship of pupil achicvement 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 ciscriminant 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 meisares and five combinations organ-
isedd into problem sets for analysis, ‘These inchwded (1) one problem
st which nsed stundent vetated variables. (2 two problem sets, one
which focused on school while the othe onall nonschoot related vari
ables: ad () two problem sets categorized into administrative decis
sion making aud nondedision nmaking related variables,

Independent variable «ata were obtained from wrban district yee-
ards for school vear 19681969, and income data were obtained from
amerger of 19681969 1S, Office of Fdncation yecords and the Inter-
nal Reverne records of 1966,

In predicting high or low prmluni\'ity, the disariminant analyses
produced discriminating eqirnons which classified the identified cle-
mentary school centers into one of the two productivity groups.
Within cach set of equations a maximal mix of predictor variables
wits observed. The efficaey of these prediction equations was tested by
calenlating both the pereent of accurately classified elementary school
centers and the efficieney of discrimination, or amount ol variance ex-
plained by the vaviables included in the discriminant function of each
problem set.

I'he major findings and conclusjons were:

I. High and low productive elementary school centers are ascer-
tainable when using simple regression analysis to measure the relation-
ship of achicvement to expenditure.

9 In the composite and administrative decision making problem
sets, student sociocconomic and teacher preparation predictors tended
to be the maximal discriminating variables of productivity. ‘The find-
ings suggest that varying percentages of pupils from low income fami-
lies and certificated staft without @ degree may explain most of the
varianee between clementiny school center prm(m'ti\'ity BEIOups,

3. In the school velated problem set stnf sociocultural character
istics and teacher prepavation and experience tended to be the maxi-
mal diseriminating variables of school productivity, The results suge
gest that varving percentages of nonwhite professional stafl, certifi-
cated stall withont a degree and differences inyears of teaching expert:
enee may account tor nost ot the variance in school productivity.

1. In the administrative nondecision making problem set predic-
tors relating to pupil attendinice and the income tcwl of residents of
a geographical area served by i school center tended to be the waxi-
mil diseriminating variables, "The findings suggest that different levels
of average daily attendance by students and varying pereentages of
income ibove S10.000 niay explain most of the variance in elementary
school center productivity.

h. The input-output amalytical procedures employed in this study
were generally definitive in idemilyving fnput viriables predictive of
high and low productivity. ‘The findings sugpest that the diseriminant
tunctions devived in these six problem sets accurately predicted high
or low productivity 90 to 100 pe.cent of the time and accounted for
86 to 100 pereent of the varianee hetween the productivity groups.
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THE RELNTIONSHIP BEPWEEN SELECTED FISCAT AND
ECONOMIC FACTORS AND VOTING BEHAVIOR
IN SCHOOL BUDGE' T ELEGTTIONS

By Rowrke ], Gorrrer, 1970

Cramraias: DR Jasis A Renny
MAJOR DEFARTMENT: EDUCATION AL ADVINISTRA TTON
INsTI noN: Coromma Usive sty

‘The purpose of this siudy was . apply empirical tests to commonly
held notions of the fctors which influence voting behavior in school
budget elections. It has been suggested that when large nambers of |
voters go to the polls at school budget elections, they go to express
their Irnstritions about steadily mounting taxes at the local. state
and natiomal levels, as well as o protest increases in educational costs.
‘Fhis stuedy tests these assumptions by measnring the extent to which
(D fiscal decisions made by boards of education, (2) fiscil commite
ments not cunently contvollable by boards of education, il (3) ex-
preugitures and tax vates for nonschool govermmental units influence
voting behavior in school hudget elections,

Data on increiases in school buggets, teacher salaries, school prop-
Crty tan rates, debt service pavients, the influence of the state md
tormuk county innd town budgets and the conntystown property tax
rate were collected from 126 school districts in New York State in
which the first hudget subimitted 10 the electorate for approval in 1964
wirs defeated, and from 135 randomly selected districts in which the
budget passed. Background dati on pupil enrollment, community
growth, sued wealth in terins of real property valunion and median
Binndy income as well =+ number of voters in the election and the
namber who cast negitive votes were ilso collected,

The literature on voting behavior i partisan and school financial
clections suggests that voter athiliation aid panticipation fit stable pat-
terns over time, Clanges in stable patterns can occur when latent
opinions are activated by certain stimulic I these newly activated
opinions reach sufficient intensity, they can vesult in changed behavior,
scticulinly o dedision to participate in the election, provided the
mdividual experiences a sense of efficacy, a belief that his vote will
count. "This study sought to determine, then, which fiscal and eco-
nomic factors doindeed tunction as the stimuli which activate and
change voter belavior in school budget elections and what is the e
et of their contribution,

To answer that gquestion, data lor the state as a whole were ana-
lysed in four categories (‘umiug-pmli('ip;uiml. imssing-disscm. failing.
participation and ailing-dissent) using a multiple regression technique
designea toindicate the extent to which cach predicor variable
uniguety contiibutes 1o viiations in voter participation and dissent,
The results of this analysis were surprising. Only one fiscal factor—
the percentage of the budget vaised focally—hadd an important effect
on the criterion variables explaining 5 w 19 percent of the variance
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depending upon the mu-gorz'. Morcover, once the background fuctors
were excluded. the fiscal and economic factors together accounted for
only 1% to 29 percent. More surprising is the almost total lack of im-
portance of the two categories ol variables cx})cctcd o be strong pre-
dictors consistent with the common notion about causes of voter be-
havior: budget decisions controlled by a board of education and non-
school (mumticipal) fiscal factors.

‘I'hese vesults plus the higher wealth of defeating dlistricts suggest
the influence ot the regional context of fiscal behavior on clectoral be-
havior. Therefore, the 261 districts were grouped by metropolitan New
York Citv SMSA, upstate SMSA and non-SMSA and analysis per-
formed for cach 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 onefifth of the
variance in dissent, upstate of SMSA 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 onc-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.

8. 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.

5, Participation and dissent in school bucdget elections are highly
related.

The increase in school property tax rates and 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 suphx)rt 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” hallots as a result of a configura-
tion of stimuli. School hudget elections are 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 clectorates 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 clection becomes for at least some voters,
then, a referendum on the eflectiveness of the schools in general rather
than simply a judgment aboat the wisdom of a particular spending
lan.

! The specific relationship between non-fiscal stimulus factors and
voting behavior involves the notion of fatent negativism: negative at-
titudes toward the school distiict are activated at occasional school
budget elections when there e stimuli present sufficiently strong to
motivate the citizen to vote. ‘I'hree non!ascal factors were suggested
that could activate the latent negativism with the result that voters
withdraw their support from the school district by casting negacive
hallots in the school budget clection. They are:

. Community conlflict over a non-fiscal w«lucational issue:
2. Organized opposition to the board of education:
3. Contests for seats on the board of education.

INPUT-OUTPUT ANALYSIS OF SECONDARY SCHOOLS
IN PENNSYLVANIA

By Robney J. Kunns, 1972

CHAIRMAN: DR. WaALTFR ]. DrLacy
MAJor DFPARTMENT: EDUCATIONAL. ADMINISTRATION
INSTITUTION: PENNSYI.VANIA 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 th: predictive relationships among certain specified
manipulative inputs and selected outputs as measured by the Penn-
sylvania Department of Fiducation's Bureau of Educational Quality
Assessment, and 2) to construct and validate a better empirical pre-
dictive model. This model should enable managers to discern the im-

ct 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
dlecision makers.

1f schools are to allocate resources more efficiently, then educa-
tional managers obviously must be provided with more relevant in-
formation concerning the effect of inputs on outputs. The Pennsyl-
vania Plan for statewide assessment was created legislative man-
date to determine the adequacy and efficiency of puZIic schools in the

Commonwealth. To accomplish this task an educational input-output
model was designed to measure the impact of three broad categories
of cducational inputs. They were: 1) 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.
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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 comsideration was given to dynamic organizational vari-
ables—that 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 short-run planning horizon. For example,
teacher characteristics like sex, age, background, education, experience,
and parental occupational level, we near immutables over a short time
period. Thercfore, educational decision makers wishing to employ
these findings to effect rational change or to alter resource allocation
were seriously impaired due to the sclection of inputs utilized in the
model. :

There were two primary sources used for data collection. The
Peunsylvania 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 inpnts were
collected by questionnaires sent to the participating secondary schools.
There were fifty-three schools in the sample with 100 percent responsc
realized

Multiple linear regression was the analytical model chosen to vali-
date the mput-output wodels. An important result of multiple linear
regrassion analysis is the capacity to assess the cfficacy of each input
viriable in the presence of other inputs in predicting or explaining
school outputs. However, a basic problem is to choose a predictor set
from the availuble predictors (inputs).

‘There are & number of methods for selecting a sct 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 specil;cd a priovi the order of input
entrance to the model, this step-up regression procedurc was deemed
preferable.

Three different input-output models were analyzed and compared
to accomplish the stated goals of this research; the proposed model
using sainly manipulative inputs, the current Pennsylvania Plan’s
model, and the amalgamated model—a merger of the other two. The
criterion for input selection to the predictor set was at least a onc
percent contribution to R

The major findings were:

1} The amalgamated madel, a merger of both sets ot inputs to pre-
dict the same outputs, performed substantially better in terms of its
predictive potential (R?) than ¢ither of the other two models.

2) The propused model, containing mainly manipulative inputs.
exceeded or cqualled the predictive power of the current BEQA model
on six of twelve regressions.

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:
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a) Teacher salavies had a positive association with outputs;

b) Preparation coeflicient  (teacher specialization) was  posi-
tively related with a few outputs:

¢) Teacher load had o consistently negative association with

outputs;

d) Class size, a new index, had mixed predictive effects on out-
puts:

¢) Administrative nan-howrs inud outputs were positively as
sociated;

) Auniliary man-hours and outputs were weakly and nega-
tively related;

g) Paraprofessionals related negatively to output:

Iy 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;

i) Average extracurriculir expenditure was only nominally
related to output:

k) The facilities components, as measured by (1) the building
ratio (crowding) and (2) school size, were relatively weak
predictors of learning outcomes,

5) T'he predictive strength of manipulative inputs was clearly seen
ine 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: . arce ve-
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 outcotnes praduction. With the identification of those controllable
factors ol production that might contribute to improving educational
productivity, the possibility tor increasing rationality regarding re-
source allocation is enhanced.

Some of the conclusions that can be derived from this study are
presented below:

1) The amalgamated model, a merger of selecied Peunsylvania
Plan inputs and manipulative inputs mide a substantially better pre-
diction of learning outcomes production than the other two models
by themsclves. "Fherefore, it is clear that what educators do with cer-
tain resources does take a difference in learning outcomes. H agree.
ment could be reached on selection of a single output from the multi-
plicity of educational goals and input costs identified, then varions
alternative combinations of inputs could be examined in relation to
the costs and the predicted effects.

2) Scliools 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 educited teachers.

$) Teacher specialization tended to decrease school outputs. In

ey
| 1NN




22 School Finance in Transition

most cconomic orginizations, increased specialization is normally as-
sociated with increased productivity. ‘The relevance of this assumption
in cducation is questiontd by the resnlts of this study.

1y "Taacher eitectiveness in producing learning was velated to lower
teaching loads in classroom work. Schools where teachers tiught more
hours per week tended to have a negative eltect upon school outputs,
other things equal.

5) The school facilities component as measured by the building
ratio (crowding) and curollment {iiz¢) were more related to affective
outputs than cognitive. Crowdecd schools tended to reduce their elfcc
tiveness in developing better student attitudes of understanding differ-
ing others, interest in school, and citizenship. Large schools tended to
contribute to lower student self-images but improved their attitudes
towitrd others different from themselves. These conclusions seem rea-
sonable in that the acquisition of impersonal and more burcaucratic
characteristics. an unfortunate dysfunctional consequence of school
size, probably interferes with the delicate deveiopment of sound stu-
dent self concepts. However, the exposure to larger numbers of stu-
dents of difterent races, religions and subcultures seems to be func-
tionai in making students more tolerant of differing others.

6) Curriculum growth and cxpansion may be dysfunctional. Per-
haps by increasing course selection there has been an inadvertant in-
crease 1n student confusion in how best to achieve their individually
prescribed goals. Or, increases in course offerings may he creating com-
|etitive courses that divert the student’s attention away from the ac-

uisition of basic skills and the development of acceptable attitudes.
?)bviously, 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 education—e.g.,
the constrained input-output model—is in its embryonic stage. Al-
though the research findings onlr provide at best nominal evidence
for moving toward decision models concerning resource allocations,
it does provile 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. Witiam PP McILURE
MaJoR DEPARTMENT: EDUCATIONAL. ADMINISTRATION
INsTITUTION: UNIVERSITY OF I11INOIS

There are many faccts to the question of school size which school
boards and superintendents must consider as they attempt to more
efficiently meet the academic, career and social needs of their students.
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T'he question of progiam cilectivenuss aind cost, in relation to school
size, has heen a continuing concern of those who have recognized the
need for consolidation of small schools and school systems into Lger
cducational units.

Stuce these carly elforts toward rural school consolidation, new so-
cial and economic issues have given impetus to the study of school or-
ganization, size, student population, program, and economic support.
The inancial problem is one that plagues almost every school system
in the nation. ‘The situation grows more critical each year when school
districts must again hudget limited resources in an attempt to provide
needed services in a constantly expanding economy.

The mujor purpose of this study is to identify the critical size
school, defined by the author us that (enrolliment) size at which the
cost of the program for a school of any smaller size is too prohibitive
to support an acceptable level of educitional opportunity.

The study also sceks to answer severa' other quustions concernin
school size. cost and the instructional program: (1) What percent o
the per-pupil unit cost of the entire instructional program is devoted
to required compouents of the program? (2) At w{lat point in school
size do costs of oprrating the total instructional program tcnd to
level off? (3) 'I'o 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 nceds
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: (1) 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. 32) socio-economic characteris-
tics of the student population. and (3) location.

The cost analysis is applied to the criterion schools in order to
identify current costs of each cowrse 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 (simulatcd) school. The programs of the
simulated schools are then measured against a set of criteria which
establish m’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 progrium increases as school size decreases. Likewise, the per-
cent of t}le total program devoted to required courses increases as
school size decreases. There arpcars 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 olfer adequate pro-
grams, it can be seen that required courses seriously impede their
cliforts both in a cost sense and consequently, in the number and va-
ricty of curricular choices available to students.

Costs for both the vocational schools and the academic schools
tend to level oft considerably when enrollinent size reaches 1,500 stu-
dents, with an 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 oft seems to occur at approximately 75&) cnrollment size.

Ditferential costs of subject matter arcas are generally the same
for the academic and vocational schools. High cost subjects include
music. business education and industrial arts. As might be expected,
vocational edncation is the most expensive program offering in the
vocational school.

An aualvsis of the extent to which the criterion schools serve the
needs of their particular student populations indicates that neither
school cffectively 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 size school for an
academically oriented school appears to be approximately 750 student
cirollmment. While the vocational and academic criterion schools
used in this study are not similar in size, extrapolation of the data
establishes that a vocational school of approximately 800 to 850 en-
rollment size could meet the criteria necessary to be identified as a
critical size school. ‘Thus it would appear, from an analysis of the data
prosented in this study, that the critical size school would fall within
the size range of 750 to 850 student enrvollment.

‘The increasing deminds for educational services and the associated
rising costs of education are well known. As the sources of financial
suppart reach a point of depletion, educational leaders must search
for avenues of economy.

The anmadytic technique applied in this study can hopefully serve
as one administrative procedure for analyzing costs and  projecting
viable alternatives to meet increasing educational needs in a time of
economic crisis, The Progriun Analysis and Planuning 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 objectives in terms of a {n'ogrnm pre-
scription that wis considered adequate by the writer. It did not touch
upon actual pupil benefit objectives which involves the measurement
ot 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 cvaluation of program, size and
cost relationships, which needs to be researched when appropriate
measurcment procedures are developed.
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A STUDY PO IDENTIFY VARIABLES TO PREDICT LOCAL
SCHOOL DISTRICT PRODUCTIVITY IN 'T'WO STATES

By Scorr No Rosr. juse, 1972

CHAIRMAN: KERN ALEXANDER
MAJOR DEPARTMENT: EDUCATIONAL ADMINISTRATION
INaTETUTION: UNIVERSITY OF F1LORIDA

This study was one of two studies spousored by the National Fdu-
cational Finance Projea to identify variables associated with school
district productivity.

The problem o the study was to find o function of several meas-
urements of sociocconomic. community. and in-school variables which
predicted high and low productivity in two states.

To identify high aid 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 tor a given level of expenditure. The residual value, difference
between actual achievement ind predicted achievement, was used to
measure school district deviation from the expected level of produc
tivitv. Districts that deviated bevond an established minimum were
identified as belonging to cither a high productive group or a low pro-
ductive group.

A Tist ot variables postulated as having an association with produc-
tivity was developed through a review of the literature, Variables were
descriptive of student socioeconomic background, community and iu-
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 discrimimmt analysis was used to identify the variables
associated with productivity. "Fhe statistical technique developed a set
of predictor equations. This predictor function was the best combina.
tion of weighted viriables to differentiate between the two produe.
tivity groups. A\ scparate function was developed for cach of the
sociveconomic, conmumity ind in-school groups of variables. In addi-
tion, 4 composite function including variables from all three categories
wits derived,

‘The best combination of variables in both states was the compos-
ite function. The acauracy of classification was 81 per cent in State A
and Y90 per cent in State P Seventv-two per cent of the variation be-
tween productivity groups wis accounted for by the composite func-
tion iu State .\ and 90 per cent in State B.

The two states were different in size, populatio . characteristics,
cconomv and geography. Similarly, the predictor functions 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 ESEA Title I progrims, and percentage of school
attendance. Predictor vartables of the composite function in State B
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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 - years of profes-
sional preparation, percentage of cnrollment from a minority ethnic
or racial grouy, average class size, 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 Fersonnel.

Socioeconomic and community variables accounted for more vari-
ativa than did in-school variables. 1lcwever, in State B, the in-school
function was able to classify accurately 75 per cent of the districts and
accounted for 49 per cent of the variation between productivity
groups.

Major conclusions of the study were:

(1) The rrucedurc used to study productivity was successful in
that high and low productive districts and the variaoles that discrimi-
nated bewween them were idemified. ‘

(2) More of the variation between productivity groups was ac-
counted for by sociocconomic and community variables than in-school
variables.

{8y In-school variables acted in combination with socioeconomic
and community viniables in predicting productivity.

(#) The different 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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